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Abstract:

The present study aimed to determine the effectiveness of cognitive-behavioral financial therapy in reducing overconfidence behavior and
its dimensions among individuals with a history of financial bankruptcy. This study employed a quasi-experimental pretest—posttest design
with a control group. The statistical population consisted of individuals who had experienced financial bankruptcy and were identified using
a financial bankruptcy screening checklist. Forty participants were selected through purposive sampling and randomly assigned to an
experimental group (n=20) and a control group (n=20). The experimental group received a 12-session cognitive-behavioral financial therapy
intervention, whereas the control group received no intervention. Data were collected using a behavioral bias questionnaire assessing
overconfidence and its components, including hindsight bias, overestimation, and self-superiority. Data analysis was conducted using
multivariate analysis of covariance (MANCOVA) and Bonferroni post hoc tests. The MANCOVA results indicated significant group
differences in all dimensions of overconfidence after controlling for pretest scores. Significant effects were observed for hindsight bias
(F=8.952, 1>=0.204, p=0.005), overestimation (F=8.464, 1>=0.195, p=0.006), and self-superiority (F=10.783, n2=0.236, p=0.002). Bonferroni
comparisons further demonstrated significant differences between the adjusted posttest means of the experimental and control groups across
all dimensions, indicating a substantial reduction in overconfidence among participants who received the intervention. Cognitive-behavioral
financial therapy appears to be an effective intervention for reducing overconfidence by modifying dysfunctional financial beliefs, enhancing
cognitive restructuring, and increasing awareness of judgmental biases. The findings suggest that this approach can improve financial
decision-making quality and reduce maladaptive financial behaviors among financially distressed individuals.
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Extended Summary

Introduction

Financial decision-making is a complex psychological and behavioral process that extends beyond the assumptions of
classical economic rationality. Contemporary research in behavioral finance has consistently demonstrated that individuals
frequently rely on cognitive shortcuts, subjective judgments, and emotional evaluations when making financial decisions, often
resulting in systematic deviations from rational choice models (Kahneman, 2011; Kumar & Goyal, 2021). Among the numerous
cognitive biases identified in the literature, overconfidence has emerged as one of the most influential and persistent
determinants of financial behavior. Overconfidence refers to an individual's tendency to overestimate the accuracy of personal

knowledge, judgments, predictions, and abilities while underestimating uncertainty and risk (Hoffrage, 2022; Pires, 2020).
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Research has shown that overconfidence influences investment decisions, risk-taking behavior, borrowing practices,
entrepreneurial activities, and organizational financial policies (Barber et al., 2019; Deaves, 2024). Individuals exhibiting high
levels of overconfidence often believe that they possess superior information and decision-making abilities, which may lead
them to engage in excessive risk-taking and ignore contradictory evidence. Consequently, overconfidence has been associated
with financial losses, poor portfolio diversification, and repeated decision-making errors (Kahneman, 2011; Kaufmann &
Weber, 2022). At the organizational level, overconfident managers and executives are more likely to pursue aggressive
investment strategies, increase leverage, and engage in earnings management practices (Campbell et al., 2011; Sohrabi
Kartabad, 2024; Tomak, 2013). Recent studies have further linked managerial overconfidence to corporate corruption risk and
financial instability (Marzouki & Ben Amar, 2025; Taheri & Shafiee, 2024). Behavioral finance scholars argue that
overconfidence develops through the interaction of cognitive biases, prior experiences, and deeply rooted personal beliefs
(Berthet, 2021; Hoffrage, 2022). Cognitive theory suggests that dysfunctional beliefs and maladaptive schemas shape how
individuals interpret financial events and evaluate their capabilities (Beck, 2011, 2021). In this regard, money beliefs and
financial scripts have been identified as important predictors of financial behaviors and financial well-being (Klontz, 2011;
Klontz & Britt, 2012). Such beliefs often originate in childhood experiences and are transmitted across generations through
family and cultural influences (Cebeci, 2024; Klontz et al., 2016). When these beliefs remain unchallenged, they may contribute
to distorted perceptions of financial competence and reinforce overconfidence. Financial therapy has emerged as an
interdisciplinary field designed to address the psychological, emotional, and behavioral dimensions of financial functioning.
Cognitive-behavioral approaches within financial therapy aim to identify dysfunctional financial beliefs, challenge cognitive
distortions, and promote healthier decision-making patterns (Deaves, 2024; Klontz et al., 2016). Cognitive Behavioral Therapy
(CBT) has been widely recognized as one of the most effective evidence-based interventions for modifying maladaptive
cognitions and behaviors (Dobson & Dozois, 2019; Hofmann et al., 2012). Studies have demonstrated that CBT-based
interventions improve self-regulation, critical thinking, emotional control, and risk-related decision-making processes (Mehri
& Ghasemaghaei, 2025; Ololo et al., 2023). Furthermore, recent investigations into trust, cognition, and decision-making
emphasize the importance of metacognitive awareness and critical evaluation in reducing judgmental errors and enhancing
decision quality (Vehri & Ghasemaghaei, 2025; Xiao et al., 2025). Despite extensive research on the consequences of
overconfidence, relatively few studies have examined therapeutic interventions aimed at reducing this bias, particularly among
individuals who have experienced severe financial difficulties. Therefore, the present study investigated the effectiveness of
cognitive-behavioral financial therapy in reducing overconfidence and its dimensions among individuals with a history of
financial bankruptcy.

Methods and Materials

This study employed a quasi-experimental pretest—posttest design with a control group. The target population consisted of
individuals who had experienced significant financial bankruptcy or severe financial difficulties. Participants were screened
using a financial bankruptcy checklist, and those meeting the eligibility criteria were recruited through purposive sampling. A
total of 40 participants were selected and randomly assigned to either an experimental group (n = 20) or a control group (n =
20). Inclusion criteria included being between 25 and 55 years of age, obtaining scores above the average threshold on the
bankruptcy screening checklist, having experienced at least two serious financial failures such as unresolved bank debts or

financial enforcement actions, and willingness to participate in the intervention sessions. Individuals with substance abuse
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problems, severe psychiatric disorders, unstable psychiatric medication use, or excessive absence from treatment sessions were
excluded.

Data were collected using the Behavioral Bias Questionnaire. The present study utilized the overconfidence section of the
instrument, which consists of 16 items measuring three dimensions of overconfidence: hindsight bias, overestimation, and self-
superiority. Participants completed the questionnaire during both the pretest and posttest phases. The intervention consisted of
twelve sessions of cognitive-behavioral financial therapy delivered by an experienced therapist. The treatment protocol was
based on Beck’s cognitive-behavioral model and focused on identifying dysfunctional financial beliefs, challenging
maladaptive money scripts, restructuring distorted cognitions, promoting realistic financial thinking, and developing adaptive
financial behaviors. The control group received no intervention during the study period. Following the completion of the
intervention, both groups completed the posttest assessment. Data were analyzed using descriptive statistics, tests of normality,
multivariate analysis of covariance (MANCOVA), and Bonferroni post hoc comparisons.

Findings

Descriptive analyses revealed that the experimental and control groups exhibited relatively similar levels of overconfidence
and its dimensions during the pretest stage. Following the intervention, noticeable reductions were observed in the experimental
group across all measured dimensions, whereas only minimal changes occurred in the control group. Specifically, the mean
score for hindsight bias decreased from 20.35 to 18.90 in the experimental group, while the control group showed only a slight
reduction from 20.45 to 20.10. Similarly, overestimation decreased from 18.25 to 17.25 in the experimental group compared
with a minor decrease from 18.40 to 18.30 in the control group. Self-superiority also declined from 16.80 to 15.85 among
participants receiving the intervention, whereas the control group remained largely unchanged.

Prior to hypothesis testing, assumptions of multivariate analysis were examined. Kolmogorov—Smirnov tests indicated that
all variables were normally distributed. Skewness and kurtosis values were within acceptable ranges, supporting the assumption
of normality. Box’s M and Levene’s tests confirmed homogeneity of covariance matrices and equality of variances across
groups.

The MANCOVA results demonstrated statistically significant differences between the experimental and control groups after
controlling for pretest scores. For hindsight bias, the analysis yielded F = 8.952, p = .005, with an effect size of 12 = .204,
indicating that approximately 20.4% of the variance in posttest scores was attributable to the intervention. For overestimation,
the analysis produced F = 8.464, p = .006, with ) =.195, suggesting that the intervention accounted for 19.5% of the variance.
The largest effect was observed for self-superiority, with F = 10.783, p = .002, and n? = .236, indicating that 23.6% of the
variance was explained by participation in cognitive-behavioral financial therapy.

Bonferroni post hoc comparisons further confirmed significant differences between the adjusted means of the experimental
and control groups across all dimensions of overconfidence. The adjusted mean difference for hindsight bias was 1.172 points
(p = .005), for overestimation was 0.976 points (p = .006), and for self-superiority was 1.087 points (p = .002). These findings
indicate that participants who received cognitive-behavioral financial therapy experienced significantly lower levels of
overconfidence compared with those in the control group.

Discussion and Conclusion

The findings of this study demonstrated that cognitive-behavioral financial therapy effectively reduced overconfidence
among individuals with a history of financial bankruptcy. Significant improvements were observed across all three dimensions

of overconfidence, including hindsight bias, overestimation, and self-superiority. These results suggest that financial decision-
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making biases are not fixed characteristics but can be modified through structured psychological interventions targeting
dysfunctional financial beliefs and cognitive distortions.

The effectiveness of the intervention can be understood through the mechanisms of cognitive restructuring and behavioral
modification. Participants were encouraged to identify irrational assumptions about money, recognize patterns of distorted
financial thinking, and critically evaluate the accuracy of their judgments. Through repeated practice and guided reflection,
they developed greater awareness of the limitations of their knowledge and learned to evaluate financial situations more
objectively. Such processes likely contributed to the reduction of unrealistic confidence in personal financial abilities and
predictions.

The strongest intervention effect was observed in self-superiority, suggesting that cognitive-behavioral techniques were
particularly successful in challenging exaggerated perceptions of personal competence. By examining evidence for and against
their beliefs, participants became more capable of generating balanced evaluations of their strengths and weaknesses.
Significant improvements in hindsight bias indicate that participants learned to distinguish between information available
before decisions and knowledge acquired after outcomes occurred. This enhanced awareness may have reduced the tendency
to reconstruct past events in ways that falsely supported perceptions of predictive accuracy. Although overestimation
demonstrated the smallest effect size, the observed improvement remains noteworthy because this dimension of overconfidence
is often considered highly resistant to change. The results suggest that systematic cognitive interventions can influence even
deeply entrenched judgmental biases.

From a practical perspective, the findings highlight the value of integrating psychological principles into financial education
and counseling programs. Individuals experiencing financial difficulties often possess dysfunctional financial beliefs that
contribute to repeated decision-making errors. Addressing these beliefs through structured therapeutic interventions may
improve not only psychological well-being but also long-term financial outcomes. Cognitive-behavioral financial therapy
appears to provide a promising framework for promoting realistic financial thinking, reducing excessive risk-taking, and
preventing future financial failures.

In conclusion, the present study provides empirical evidence supporting the effectiveness of cognitive-behavioral financial
therapy in reducing overconfidence among financially distressed individuals. By targeting maladaptive financial beliefs,
increasing awareness of cognitive biases, and promoting more realistic evaluations of financial situations, this intervention
contributes to healthier financial decision-making. The results underscore the importance of incorporating cognitive and
behavioral approaches into financial counseling and intervention programs aimed at improving financial health and reducing

vulnerability to costly decision-making errors.
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