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ABSTRACT:

M&A activity seems to be an evarcreasing feature of the corporate landscape. In fact, the
value ofUS M&A deals has risen from $45.5 billion in 1988 to $469.7 billion in Rdi#ever,

this trend seems to be in stark contrast to the empirical implications of previous literature, which
have time and again pointed out that M&As lead to a systematic lbskareholder value as
calculated by the negative or neaero CARs found in multiple previous papers

The paper by Tunyi (2021) provides new evidence that in fact, these lackluster acquirer returns
reported by previous studies are a result of the marketgsion of probabilities regarding the
published deal characteristics of highly anticipated deal announcements. Consequently, Tunyi
(2021) contributes to the literature by pointing out that acquirers with the lowest acquisition
likelihood (unanticipate@cquirers) earned the highest returns of all acquirer groups, suggesting
that the market reaction is not merely a revision of prior probabilities, but rather a reaction to
brand new information. Consistent with this story, Tunyi (2021) also finds thaiciipgirers with

the highest acquisition likelihood (anticipated acquirers) earned the weakest returns of all
acquirers, suggesting a linear relationship between acquisition likelihood and acquirer returns.

This study reexamines the findings of Tunyi (202h the Finnish stock market in the period
from 2010 to 202y performing an event studyfo conceptualize the results of the event study,

the returns were measured over six different categories: means for each event wineday (3
mean, 5day mean, and-flay mean), and medians for each event windovdéy median, &ay
median, and fay median)The main findings of this study can be summarized in three main
points. First, acquirers in the Finnish market earned mean CARs upon M&A announcements of
3.0%, :#A% and 2.6% for the-@ay, 5day, and 7day event windows respectively. These findings
suggest that acquirers in the Finnish market have been able to create shareholder value through
acquisitions in the observed time period. Second, unanticipated acquitgperformed other
acquirers in three of the six utilized categories, and tied for the best returns in two of the six
categories, suggesting that unanticipated acquirers performed better than other acquirers in
most circumstances. Third, anticipated aggus earned the lowest CARs in only one of the six
utilized categories, suggesting that the relationship between acquisition likelihood and acquirer
returns is not as straightforward as proposed by Tunyi (20Pi¢. results of this study help
shareholders of publicly listed companies to analyse shtwtm returns upon M&A
announcements more holistically, and thus, gain a better picture how the market views e.g.,
inorganic growth strategies.

Keywords:Acquisition, Acquirer returnsTakeoverprediction Cumulative abnormal returns
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Yrityskauppavolyymit ovat olleet vuosikymmenten ajan kasvussa maailmanlaajuisesti. Muun
muassa Yhdysvaltain yrityskauppojdnieenlaskettu vuosittain arvo on noussut 45.5 miljardista
dollarista vuonna 1988, 469.7 miljardiin dollariin vuonna 20Aiheesta tehty aikiaempi
tieteellinen tutkimus on osoittanut useita kertoja, etta porssiin noteeratritykset,jotka ovat
tehneetyritysostoja, ovat systemaattisesti tuhonneet osakkeidensa arvoa sen seurauksena

Tunyin (2021) tuore tutkimus osoittaa, ettd aikaisempien tutkimusten heikot osaketuotot
yritysostoja  tehneille  porssiyrityksille  johtuvat nimenomaan ennaltadotettujen
yrityskauppojen julkistuksista, joiden yhteydess& markkinat reagoivat pelkastaan julkistuksen
sisaltdmiin uusin yksityiskohtiin. Tunyi (2021) nostaa myos esiinyety&set, joilla on pienin
todennékdisyys ostaa toinen yritys, ovat itseasiassa luoneet aosazkkeenomistajilleen
yrityskauppojen avulla. T&ma on seurausta siitd, ettd talloin markkinat reagoivat julkistuksen
yhteydessa taysin uuteen informaatioon, eivatka pelkastddn yksityiskohtien tarkentumiseen
kuten odotettujen yrityskauppojen julkistten yhteydessd. Taméan liséksi, Tunyin (2021)
tutkimuksen tuloksista saadaan selville, etta yritysostotodennakoisyydella ja yritysostajan
osakkeen tuottojen valilla vallitsee kaanteinen lineaarinen riippuvuus.

Taman tutkimuksen tavoitteena oli tutkia Tuny(2021) l6yddsten validiteettia Suomen
osakemarkkinoilla vuosien 2010 ja 2020 valllldkimuksessa tehtiin tapahtumatutkimus, jonka
tuloksia mitattiin kuudella eri kategoriallakeskiarvoilla kolmessa eri aikaikkunassa ja
mediaaneilla kolmessa eri aikkunassa Tamén tutkimuksen tarkeimmat tulokset voidaan
tiivistaa kolmeen osaan. Ensiksi l6ydettiin, ettd yritysostoja tehneiden pdorssiyritysten
osakekurssit olivat reagoineet Suorsaskeskimaarin positiivisesti yritysostojen julkistuksen
yhteydessa. Kokotoksen keskimaaraiset kumulatiiviset epanormaalit osaketuotot oBva¥g
3.4% ja 2.6% mitattuna kolmen, viiden ja seitseman pdaivan aikaikkunoillaisekseen
tutkimuksessddydettiin, ettéd odottamattomat yritysostajat, tarjosivat osakkeenomistajilleen
keskimaéarin parempia tuottoja kuin muut yritysostajat. Taman ryhméan osakkeiden
kumulatiiviset epdnormaalit tuotot olivat muita yrigstajia parempia 3/6 kategoriassa ja
jaetulla ensimmaisella sijalla 2/6 kategorias&nlmanneksitutkimuksessaltydettiin, etté
todennakdisimpien yritysostajien osakkeet tuottivat huonoimmat kumulatiiviset epanormaalit
tuotot vain 1/6 kategoriassa, jokasoittaa, etta riippuvuus yritysostotodennakoéisyyden ja
yritysostajan osakkeen tuottojen valilla ei ole yhtd selke& kuinyifu(021) tutkimus antaa
ymmartad. Tutkimuksen tulosten perusteella pdrssiyritysten osakkeiden omistajat pystyvat
arvioimaan yrityskauppojen julkistuksen yhteydessd tapahtuvaa markkinoiden reaktiota
kokonaisvaltaisemmin seka arvioida mmarssiyritystenyritysostostrategiota holistisemmin

Avainsanat: Yrityskauppa, Osakkeen tuotto, Yrityskaupan ennustaminen, Kumulati
epanormaalit tuotot
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M&A activity sieemseéaoi bg bemarevee of the cor
the valuedeod| UShaIRASi deh | i oomirddb1988onoi $4a
(Tunyi , 2021) . However, this trend seems
i mplications of previous |iterature, whioch
|l ead to 4 osystodmasthiao ehol der val ue -zaesrocal cul
CARs found in mul tei. gReen nph®wigq u s& pVaapnesrtse e ( k
Al exandridis, Antypas, & Travl os, 2017)

Va st maj ority of previous |sugegadtur ehat gdi
systematically destroy skeapalpelrddry vahye. (|
argubkat in fact, these | ackluster aaquirer
resul t of t he mar ket s revi si bhi schfed p rdoebad t
characteristics of highly anticipated deal
contributes to the I|Iiterature by poimting o
faccreate shareholder value, raort lpe obadatl iic

but a reaction to brand new informati on.

These findings stugrgrasévedrmtat sttiheki esshoutsed to
returns are not adequate in capturing the
acqui siti oonfso.unTdh iismphlaisc aptri ons to this area ¢
(2021) suggests that otheterms€ARcBhbBt mdt Bels
bati ticagpd ure the actual ef f ecHoswewferM&As tt
st udTyu royyi (2021) is currently the only pape
it remains wuncl ear whet her his findings ¢cz¢

suggests that further examination regarding
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Baseacoomprehensive dataset of US M&As dur i ng
of the paper by Tunyi (2021) canwlbet hgeerner al
the findings are apparemtmannet bedspgsagthdpl
the purpose of this study is to test whethe
or an intermarket phenomenon. Mowadesheci fic
acquisitiamfadctkeilndoodet urns upon M&Ah annou

stock Asarkedch, the hypotheses of this study

‘O: Unantici pattehde ahsdouhiterisedrt 9 cedAlRg sail gl n iafciqcual nri

groups

The first hypothesis is basetdheonphtamde ar gu mi
unanticipated acquirers do not Mefbkputrthe
thédRL upon M&A asmowlpd seslhgkinvieen t het AabBumpti o
generalcquhoess to engage i n M&A deal s t h
shar ehmddietrisonal |y, Tunyi (2021) found that

ha@a negative correlations valgmibried srettiuainmsa

As such, it i s expected that thehggbaep of
retsathmhe ot her acquirer groups, which have
0 Anticipat &t e atxgtwetsiegtsi cea@lAIRys soifgnailfli caamng
groups

The secondalhyapsoetsh e stisse & Ih oabregt uhnoedbnnt est e pendenc
bet ween bid anticipads opr endo td@ctq2uMd )y reer retu
Sspeciifd ccaompyany i s known for pursuing acqui !
it shoul d alde piorsida ifoinnarhait al | oGwsn s aquentfliy,a
a wedndstrbudt eadnti ci pation model tbBhesulseet bef

compamMoe®over,n dheaptilmlctic companies clearl



stratheg ¢ megopl ave t heitrhef uctuurrree ngtr oomatrhk,et pr
reflect the probabilities oftFamaeAd aigltc,omp
the mar ket reaction to an M&A announcement
reactneéew itheor mation in the aanbanaemeat pabd
of the spedbf eptvheiust cgornbeu.p of acquireds with
anticipation should have (tThe yli.q wADt2sIu)eh ,u r ints
expected that the anticipated acquirers ear

which have a | ower | evel of bid anticipatio
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Acadaomg to Fama and French (2008) mo s t stu
focused on the U.S. markets. Consequently,
of fers a unique value proposition by examin
i's mapkeMofriecotvheef f ect of acqualbsnadarimal |rietedrirs
acquiupems M&A announcemenduwt sardee ytehte tWS.s tAusd
remains unclear whether the condlhusioes wot h
t heassregument § s of par amouwh e tithnepeo rhtyapnoct eh etsce st ¢

forward in the hpoledvitoruuse siunb contahpetrermar ket se

As such, this study intends to contribute
Firsttudfi s ntends to contribute by examini
effect for CARs wupon M&A announcements are
study intends to contribute by enhancing t

examining oaf sFammpnli sh acquirers from the begi

ThE nni smaM&AaAtovi des an interesting avenue ¢
rel afewebyvudinehd sd marpee E & f it 4cee n2(WHO6Yyg h o | m, 2016
Mor epvheerr e ar echamaacame gqgiuet jbad tdleate | tolpied E£mal
M& A maerxkheithii,tsiter e i s cl ose to zerion htolse i | e

mar K e tasnedc ptnhde acgansiestsently aim to acquire



compeahgghol m, 2016; Huht il aj2n0enh eSa&a s thaamd ien
characoéritdeemunarkee t hod spiompelnitdiatly transact.
fromMore stplkleeiviehloadfi yi ty a certain transacH
i mplications to the alHiogrsnoanl, ré&e Chualmgo totY,a mihp9ec
Wang, ,20Ll€Cemver smegyns tiFhaeani s heaeM&®dosse not

sufffrecaompobheBitaal at | arge

1.4 { G NHzOG dzNB 2F GKS aiddzRe

The remainder of thiedi shescs Ethaptbesstlinoct
the efficient market hwpotulae¢ sionn aned htolles mo €
tgive anhowekmestr eppar t i ci pants val uel mctqhua r er
third ,tchaptetical background regarding mei
presented. More specificallgjffidrenteapaynme
met honés ger awdvéas affecti me omiclqgbuci bsd ttiinoinz eldi.l
| n ftohuw hdpter, a | iterpatews wsbéddmeow mad garediumgdg
taacquirers will fb&thppestemepmddernnithet he dat a
met hodol ogy t hfaotr wtihle ebnepiurtii ¥a Irpeepetac;itstebley t h e
met hodefsoarhpi d anti ci padas whls engoudeenit aenvde n't st ui
presemtetdhi.s Bheamhmtagprnt er pwielslent heme empirical
t hi s,amntdusdetveawni tihl concludeesanbdtdietusbi shet ud
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The share price of a company reflects the

ability (tforceges)herf dtoevs. When a public company
the mar ket price of d@adheomclier mar kst adyiusw
announced deal affects the companyanst eabil it
status. As such, the M&A strategy of a gi\

corporate restructurings |l oelyorf the gshane
Addi t itohnaablillyi,ty to accurately measuwreeand
acqui si tiismre todr gente most critical component
(Mel l en, & Evans, 2018).

Di fferent models for the valwuation of comp
empirical thesWhsktbt i bheory suggests that a
valuation models should provide identical
model s which provide the most accurate resu
(I mam, Chan, o0& $Shalkeoz@l d)y. t B&LPuehnddamm a(n2d0 0 1)
O Keef eRX20Pdzy i SR Ok BKRIFI R dz YIR2REEF®I2)Y Sa n d
RAGARSYR RAD@mstpyoiu | Y12 RaS il miple wli tds. F r Haghvee vse r
Ol sso& Oswealnpi(rziecGOHdy t he uash eygeadmd dbealescast s
around 30k0absfeirrvmtfioaomsi amadi dulaé ipnrcoovmed endo d e |
the best results with a prediction error of
DCF and 71Morf ®@cD/edinDM.akos, Strormeg,am&nW®Walt her
target price accuracyeandi hgseaasthddsd mow n o |
modeMist hi mmoat i 2 floareicadn nalnpdt heetar nmoags! s

significantly outperform DCF models in prac

All ,tncahl betbanatredaehhyerenmodali st itbdeir
own specific dadwanwtaamgageaaddCommemguappt gach
valuationhéesetmodaslestonficondj thetitome value

( Roosenbotn, p2udlp2)se otfprnéedsaesritbbapteéercias bacl
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of price formati ohhiisn dhap tparb | b e GifrdA O iStyh d
YIN] SU KeahideSasiha@ode of infor mat itoneal preifcfe
f or matpiuobn iocf. effbetemésterredlbeantdehs ngccor di
to contemporaryasei pn.élshéen pe teisteenrt aatbd ree mode |
chosdmebyY requency of theiliappedeomaiceang noft
t hfeol | onwide@Asd O2dzy ISR Ol &K Ff2g Y2RSt3XI NBaAF
RA&O2dzainNB2 RENK @B GA2Yy ©

21 9FFAOASY G YIFINJSG KeLRUOUKSAAEA

According to $amaoOX3@gd oYl (NMsi® aK &Isia it kst A &
priscskchudley!l ect a lolr ma vTahoeh aBoM B g ei sntfls o d dhian g

i ndi vidual asoathet tus eid@m @y te aigenteu rangsh o t
accepndlmagvea dwered gasf cruirsske nt amarekaedty preifd eesct
availabl e (Maf ar m&ama&rD Octadt7e0g)or i ze ;md hhhe e EMH
di fferemSl || eW2aHISNE ¥ AYEHANEYI T2 NY

Th@Sl 1 off2 NBMi t ecsu rtrheantt mar ket prices reflect
such as past priseasert tir aGbenmsgesquelintrhe ,ont he w
EMH suggests that trend amcahy®i & spereggdiirodti n g
futmperrf ormance ¢(Famagi t8ri0asBedi e, Kane, &

ThaSHMANRYyBf FTENNLLE eisn tdhcadi ti on to bustentcal
mar ketrefliees al l publ i. cITyhi &v diinfeolbdiztetsi mfo r 1
suchhaasnings forecast s, utaillainzceed sahceceotu ncto nmpgo

patentqu,abdrmhd cmamagpeé meOFamaaml3®EiQ;abkBRdi)e,

ThaiNRysfFTENMcetnens mar ket prices reflect
which includes both pubHiixc famrdm pafi vENME $ und
obtaining Iinsiadéet iumsderdsn th®t inabsa gtehe current m

prices altkiasyi neddt mati on in addHbwewet o iat
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pr acitnsieder ptrrodhdibng &idk kmeaxjcahrg ngehsicc h makes t
strong fdrhmoofetEMHIFama, pd &&Qiack@®®RdLi) e,

Fama (st @&ffledstnutihle hypot hequbst efexdregtBEdEtas sit
LINR OS &F daNbZEdztSFOU &k ¥ T2 N Md BahiviesSraut hor expl ai n
does not expect this statepnenbte ntcehgrmerkat | it
which the three tteostmsAlsofsuEMH deare ddsree for
one to recognizal at hwhbotheposnbAttht&lsa dtoiwme |
Fanal 9d80gued twaast ntohermportant evidence to r
strong formslofmi EMH a&mrnd demlcye against the st
the evidence refgacdengy mae naeb me mi ytdlles poi |
i nter mirtrtadntonal ity of f i nMarn Kiiaell na&rOket)s .p oA
that the irrationally high valuations of te

as one examplad fi alseelsawhdw h contradicts the

22 5A302dzyi SR OFakK Ff2g Y2RSft

I n the disco(bCmagldeclas ht hfel oex pected future

di scounted to the present Twhietrhe aanr ea ptpwoo pdriif
ways to utilize the DCF model. According th
to utilize t héd sbORNDIK TFifs2 stioFCFIFHKSt Fa N
GSAAKISR I GSNI@EABWAABENO ¥ i Oli ZAilgf t his appro
the enterprise valTher ebanareigviee ganti ctphhmp ah v e,

must subtract tdhd hteo tttaxdt adheilish sfdirogiuhraest way t o
the DCF model TFiNS St Ol diiKs cfoidrgta ttivRet Sljetdtiper & s e n t
equity cost of capital. Byt ruaitigihetze qqui tt yni wale
ofsmeci fi d Beompamyme £O0demlila for t hien DCF mo
equat(iBenr & De M8&r.z o, 201

w B — (1)
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where: w= Present value of a company
"00® Free casht flow in period
i=zRequired rate of return

0=Period of the cash fl ow

I n practice, 1t is hard ttohrpereedtioc tf itvhee yceaasrh
why it i's typicdlort o hmalknemg i intpiedoitdmeodnisf i e d
versi oGoomdon hgr owt h model to arrive at a te
continue UTheilktermiinadit yad wret e & dtacednrhcei pg etse
the principledccordhe gl h(@@a )l erye must re
that t hfeorresuvVvalsdaetpieond medeli ly on the tern
gr owt W hfeat emul ac aflocru ltahte on odi spelranienda li nv ad quuea
(Breatl egyR021) .

Yoo —— 2
where: "Yo=Ter mi nal odaltwue in peri
"00® Free cash flow in period

i=zfRequired rate of return
‘>Ter mi nal growth rate
0=Per iodddaaeseh f 1l ow

23 5APARSYR RA&aO2dzyd Y2RSH

I n the dividend discount model (DDM), the g

However, instead of free cash flows, the ex
to their present value. Consequenftory,t tehe f
DCF model, except that the FCF is being rep

Mor eovnert,hi s model it is recommen(drR@E)t hat t
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a company is wused, which 1 s ¢typ2alc2all)l.y Thhiegh
formula for the DDM model i's displayed in ¢
t hiedehat a ditsecrominntaellas akcatccloatdedg to equa
bydetermining a rate at whiekxpedbtedlitvo degndw
perpetuity (Berk, & DeMarzo, 2019).

w B —— (3)

where: o=Qurremare price
O=Di vidend in period t
i =Cost of equity

0O=Per i bdeofli vi dend

Even though, the DDM model offers a good th

t he model can be a bit hard to usreapindlpyract
don’t necessarily pay high dNMovri edoeewedrs, caonnoptahr
di fficulty with this model i's that compani

( Ni kKki nen, Rot hovius, & Sahlstroéom, 2002).

24 wWSAARMR YERS

Resi dual i ncome model ( RI M) i s an alterna
empirically proven to provide supweirdiedry val
used valuation techniques such as DCF and
ear |l i ers,, Frtamd ., (200RI)M,e nipG H macochd || YD M isnt ¢ d&
year forecasts ayedararohbusnedr vaad G 0o nfsi ralamd f oun
i ncome model provided the best results witht

same faguda®E%w or DCF and 71% for DDM.
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The def MiiAtRIdo i sdff @2Y$S ncome a company has e:
time period compared tretuhae.r Mouidhresd ercsd tfdéu e
i ncome can be calfwhHethe degwsiinygy ecaymuiattaloni s t
equang,the cosctanofbet hdee teegrunitnge A& B SId D& ydEs i n g
Y2R&&nci s, eBr eaaklteyaR0Q0) .

YQi QE @d aiNRE wé dOH 6 DIG Q6 & & 60 60 QY w

Consequentl y, tolueg hrte stiod wbael fiomr 8ebeyaespteerd ofdor t |
andi scounted to the 5prbdMeerabvers, ngl sgqutahe oR

di scounted apgrens et edal Breeqoaiasj oat 2al ., 200

w 6w B —— ()

where: w=Equity value of a company
0 w= Bwakueequaofty
YGEResi dualinipeoimed t
i =Cost of equity

0=Period of the residual i ncom

25 wSt I AIATO3 G A2y

Anot her popul ar v a | nuaart ki eotn  pnaér st hi ocda ¢ ko amidl is g e

val uati on. I n this method, the valuation
multiples (EEBLTDR/oEn, cPR/mp,arBWI|l e public c¢om
a similar industry, and then valuing the ¢

mutli pblyesute .lg.z,i nag medi an mul ti pl e f(rBoemr ka, s et

& DeMar9 o, 201
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For I nisft amlce , meé éeiaami pmgisc g P/ E) ratio of C ol
industry is 15, the wvalue ofn pbrei vdaettee rcrmo nmpeadn
mul tiplying its earnings -mpaetri ccs.haWhi I(eEPtShHi D
met hod i s easy t o dusaewb aictk fd aehse hceowmep ag @rme e
would be identical, this metwherd, woarhpa rbiee s X
not identical and thus the usefulness of th
the firms that are beingelcampaeaeédonogdgeebkenao
i nto consideration whet heyr aarlel otvheer vcaad mpealn i(

DeMar z9, 201
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3 ag! GKS2NE

Mergerasqansart iM&s i s a colloquial term used
where two or more corporatetoearntiitn lees trheesit
operations under ctohgp amwne Mohiep spfecore call vy,
used to describe an event where two (or mQ
operations and merge into one corporate et
amal gamations and absorgaiidbnso Wappem| glhaeaa
company is created in the merger process,

only one of the corporate entities in the n

are absorbed by the ,2@m2) ning company (Gupt

A corporate restructuring is <called an ac:

acquirer)stwoksacammx,t ure of them to buy eit

of another company. After such an ewent, th
operations of t(Brealaegetetcoampany2011). A te
acquisition where a potenti al acquirer make
target company, bypassing the madagemaeot . I
want to sell the company, a tender of fer

(Malli karjunappa, & Nayak, 2007). A Leverag
where the purchase of another compeanyy i s f
debt and target company is taken private a
primarily known for pursuing these kinds of

Mergerasq@ainsli ti ons ckaNA b @®¢ 8llok@®¥ B € 2Nk

on the business |lines of the merging compa
when two companies in the same | ine of bus
vertical M&A happens when companies in the
the production stage become one company. y

companies in entirely different industries
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are common within Private Equity firms, as

indest (i Gupta, 2012) .

31l wkiaA2y S F2NJ ag! a

Contemporary scientific literature offers m
decide to pursue M&Asnagh a$urs M0 E2) Ng ugytewnd
of 3520 US based M&Asunhndoomutl98Hat o72®BO0df an
corporate restructurings had at | east t wo
increasing and value decr éM&®HKirnagn snaocttiivoenss .f rTe
motives wil/l be thoroughlsy itpot & sashrutoevde rivni etwh €
of the undelrdlyiimdg M®A itvresnsacti ons.

311 +FtdzS AyONBlFaAy3 GKS2NRSH

Theonsewistubsi n the value increasing theorie:
perceived that two separate cormpe@r &the ne rtthiet
sum of their parts when combined. These in
accordi nigk St2oNEt 2ef BeEmhOMSVDeH ur sued i f enou
reali sable synergies can be achieved. Ther
finaopgemaadtindnambnpnagerial. Lower cost of capi
i nterest tax shields and marek edr eaarte oex aonip |
financi al synergies. Wher eas, operational

economies of scal e, b ekcnaous eetdeyfemi tnraat ni snfge r s v eort

functions. Lastly, manageri alrssymetdiee acagan
company possess superior capabilities compa
to i mprove the performance of the target <co

AccordiYiigNY 0 t l2igrSdNd el KSi2ME one’ s marrikes shar
wi skvébealfits, which act as drivers for pur

collusive synergies and t hey materiali ze
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rautl@8iDn Weitze201&8 ) Mc GMeri ttlzye | & McCarthy
mp amh idtcshve i ncreased their mar M&®Barsdare t |
|l e to charge their customer higher prices:s
d are able to raise the barriers eof entr
mpetitors from entering the market.

VOS, Kadapakkam & Krishnamurthy (2008) e
mpl e of 264 mergers of wunregulated indust
at the avgeaei ayyepasyiaeaigip ns a mpl3e%.waFsu ritOher mor
ey argue that the merger synergies pri ma
eraged a38 duicrh talsei8r sampl e. The6 4%, e of
i ch suggests that taxacgnmiodewvat ifonms maenreg
re, at gtelga t only a small numblee c auds es ymfe r
creased market power and subsequent we a |l
ggests that @apirieovneanlt amuetrhgoeprust pwai steh otfh eg asi on
rket share by enforcing antitrust | aws.
cordi 0ES2ARNBIENI (§SrO2diNmBnagement teams
ntrol of under parafpdrtmiln g ec omp anhieesf ai | ed
evious mamesg e(nNednitMzt€da2rOtlihly) . Jensen & Ruba
gue that the owners of a company have
nagemadt that they are only |l ooking for t
eated a mar ket for corporate control, whe
reat of a possible takeover by a rival n
peri oirt iceasp atboi lif ncrease the financial retu
rtin and McConnel |l (1991) examined the di
alysing a sample of 253 successful takeov
ey found ewirdjameetf drhathe@oorly performir

experience high rates of turnover foll owin
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support for the argument that sasiegmmafrikceantf
di sci pl itr@ariygnf ottheee dfnttehreessharehol ders with
These findings suggest that the theory of ¢
for the m&&Agsati ons of

312 +| fRISSONBI aAy3d GKS2NRSaA

I+

Even though the conventionale epxuprisguneadvi on h
sales, el,amdnaveutovosmately grow profits. It
an exception rather than the norm (Rahman,
Jl t RIBONS I a A yHHa vieK SBaN&Sapr es enttealn dt oa | ft uerrtnhae ri
motives to purset, @OAIs2) Ngluaysesni fy these mo
di fferent categories: agency problems, hubr
that the effects of spheeabovepthbatpesshbht:
M&As, asetNgazlg.a2) found t hgt20i nUSt haeciqru issa nip loe
1984 to 2004, 73% were related to market t

problems and/ or hubri s.

Il 3Sy Oé |laNP sfeSYwahen t hee sihnatreerheositdse rasf atntd e x e
company are not aligned, and executives pur
objectives and goal s ( Nguyen, et al ., 201
YEYEFEISNRFE ,SyailNB yiGK Ynbayyi asies& swhen makmaaage
for t he pur ptolrseemsadbflbveheki nng treeptlt a@et aadhi gh
compensation package. I n other wortdlsei i n th
own value to the company, @&t otfhde hexgoempanyf
(Shleifer, & Vishny, 1989).

When a company is producing substantial amo
calYleyd 3ISNAI maRAAONBeasdHfappehse managers of
use thesdedi hande the expansion of at ocompany

i ncrease t he resources under their contro
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C O mp e n spaat ci kbang a&Vh e n there ar e notvextnmagth S

opportunities available internally, the man
with these excess funds. Consequentl vy, t hi s
targets are screened | ess intemsiovehgyt itdiame
and managers may end up overpaylom86)f.or acqu
Rol | (1986)KdrNhsde nheldhinkhPxpd anati on why con
i n corporate restructurings. According to
overconfident in their own ability to incr
average, end up over peayaibnogv ef orre aascognu.i sWhtaito' nss
acquisitions are pursued even though there
achieved. Manageri al hubris seems to offer
have failed to delivereregemaampdoRensnebdog
analysed a sample of 228 M&As from Continen
of 1993 and 2000 and found that a third of

sample were affected by managerial hubris.

Shl ei fVérshayd (2003} NbEésédhvYAyY BakdlAiKSa Atdao v
corporate restructurings are |l argely deterr
participating firms. The assumption behind
aretional, whereas the managers of a compa
when the share price of a company i s over Vv,
advantage of this and finance thkKiopfhcagmudsi
Vi swhaammt( 2004,et &aNgluzy)enal so find evidence f
are |l argely driven by stock mar ket wvalwuat:i
cause mergers to cluster in waves of stock
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32 aStiK2R 2F LI @YSyl

Th
me
IS
Wh

ereraeedt hferent payment methods that <can
thod of payment can be either cash (incl
sued notes), stock (with either full and

ast ' more, cash financing often requires th

have enough cash anM&AS ghiud , ag et £ htoo crpu bhed

St

or

ock financing also requires the bidder to

debt to finance the transaction (Facci o,

Travlios (1987) studied the stock return mec

t h
ac

co

d found that whil e -ftihreamdendb r M@A arern awu mse m
or mal ", S i misl &ro efairemtaoncake e mMd&As resul ted i n
r the sharehol ders of the bidder. Thus, o]

e met hod MRApayweynwtcompani es d€fcndaced en
gui sitions,y ehvaevre tbheceung ha stshoeci at ed wi t h ir

mpared to cash financed acquisitions (Fa

Travlios (1987) of fers for this phenomenon

w h
bi

of

Ha

cCo
p o
t a
On
cCo
k n

ich, the usesbfiehockrasenaw acgoals about
dder to the market. Thi & olheea dbsi dtdoe rn eaga ttihv

t he announcement .

nsen (1987)02iynitAryddlwy s 4INBeOp ¢ s ISHFIFS Odix pl a
mmpiaes ar e pirnegh efcknoancwerdsuwcqui sitions. Acc
mpanies prefer to use their stock as a me
ssibility that the target company may be
rgeempany share the risk of the consequenc:
the other hand, if the target company he
mpany, they may prefeoceahisemehleod okt pr

owlied gtehe future
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rtin (1996) analysed a sample of 846 acqu

at compani s fwkwér at iZ7meds nmmer e | i kely to u:

their acquisitions compotldltdageenptani e s
at the future investment opportunities o
gdknanced acquisitions. The reason these t
cause I f the managersyofmeadcompapmespevee
ture use, they have an incentive to use
guisitions, so that they are also able to
e future.

ccio & Masuli sampbDeex)xf a®aAl ydseal sa from 13

ropean countries and found that <corporat

i mportant determinant s M&Asthlee yp afyanemd tmred tr

Fh
fi
of
t h
IS

a l

Bo

re

nancing is frequentl yt utsce dt hwéh emo rithreale afs
areholder. Simultaneously, they found tha
rgest shareholder of a bidder has an i nc:¢
ntrol. This happensrwhehdshbet wegas208&han

ares in the bidder. Martin (1996) also f
|l ds between 5% and 25% of the equity of e

ock to finance their corporate restructur

snan (1989) presented a model, according t
nanpregent other bidders from bidding on
fer made for the purchase of a codmpany i

at another bidder may present their own

—

that the target company is more | ikely

so deters other companies on making a bid

oneandLileiu (2014) examined the time trend
strubyuekamseni ng a25@®Il0o k ala mshampflioeutmsd t hat
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use of a mixed paymersti nltcaes t.threMqll%sO dssp enc ipfoipcue
mi xed nppaymee hod was used i nbeatpwaenxiIma&=|land O
wherteltaes same figure was 30% fAdra mpdpeatliso b edafwe
the | iterature in this area of research ha
metcdh.o WeBeo,ee¢ ,(a20014) argue that a mixed pay!
bet ween a cash and stock financed acqui sit
should be examined separately. The authors
payments asnctrreeas®idze of the transaction gr ¢
findings of Hansen (1987) t hat stock payme
over pfacarnngcqui siti on. Another advantage of f
i's that hiatr elheotl detrlse 0§ a target company t o

paid in cash or stock (Boone, et al., 2014)

33 aSNHSNJ 61 ¢S a
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CAdeBNSo!l uti on of US takeover activity from
2008)

Martynova and Renneboog-khd2Wh8) ast attd att h ante r
acquisitions tend to fcilwestefr hi B¢ vea@eah mar
wavfesom the United Staté&weoaamhbeghi atual Imer ¢

have some unique characteristid¢Esyrssi mimeamgiet
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waves tend to be preceded by industry, reg
mer ger waves do not happen in isolation, bu
financing and high stock mar ket valwuations.
end when there is a sudden decline in the

recei(dMartynova, & Reron&Kebpbdbg, &2VD8wanat han,

For instance, beginningg9dBn tthSechiiiantsatrdyene r gietr
mul tiple different factors such as economi
|l egi sl ati on, devel opment ,aorfd trhadiNeaw Ytoerckh nS
i mprovsemBlatbegenni hgf oh mbhegmO Oway ef ydl9loadd
by the technol ogi cal i nnovation, gl obali za
vadtui ons in thwhiscthocwernear kleti mately dri ven
(Martynova, & ReweaebonpogHarO®&B8d.(2005) point
waves have historiegqul gt begn ipmecstimid&klsy an

t haye not powerful enough to start a merger

Moreover, there has also been a sixth merge
Al exandrivdit $§ s Madr.drTehvwel s x(tZH0 Wy gedri waear | vy
and | asted?2Owihteitnhel gt obal financiaandcrisis
consequently financcmagl | ceonngdhintgiho ng | thientaat neel y
pl ummeti ng OM&aAr acttewviidgtyics of t heovsstxd hofmer
borrowiamginamecht cash r es ocawracidsagompghgcyhioffeddit ¢
However, during the sixth wave, acquirers w

acquiredd atmbiimkcrleasi ng amount of cash deal s

I n addichaogesoin the technological, regul e
Harford (2005) argues that there M8Asst be ac
Mo r e pMaeki moPvhiiclalnidpsty,ang (2013) point out that
waves occur, I's that acessheompubli thé&bsaan

are supported Mayr ttyllneoR/éan mel @ ® P & h o ke apnfd
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Vi swanaad#Ahexandri di Addet Makali Imox0Xr2) et al
& Ari kan aldcSaulmztha®l public firms are th
mer gvarves thieyceare al most twi cM&Asshnl itkheliy t

private counterparts.

34 10ldAardArazy tA1SEAK22R

Previous |literature has 1 déhubbcéedkebkrirhapd
a certain compamcy wiol Ibeslenime morstaccquwindr can
factors ar ertolfe tfadblillawiyng:Tobin’s Q, sales g
resources, di sftiurr amnicze eseq uwcawrsehd JtgiobM e asset
age, and indugfTu@9eadhmheenposad i®fn this subcha
an overview ofhéwnweskos$alky ar ealnas e i, tpoavthtihean mo «
wi || be iinntcrhoadputceerd 5. 2

ThéKS2NE 2F O2aNddguNdsi St oty iNP¥ al management
compete for the control of poorly managed c
by a well performing managemeTntg rtoefaim a(bWeliitt:
of a camgtaalyes sgrgonvatlh apeuvf oamhnghmanagemen
tham cmeate shareholder value by replacing

target companies (Palepu, 1986).

Th¥lF N] SG GAYAp/rde skednLo2elidk StiyA aShl ei fer and Vi sh
managers of a company ar e caornkpeltetied ypearaito d
irrational, which can be observed as a per.i
This 1 mplies that when the stock price of
managers of such a company tmaei rt akwe rawavland ca
as a currency to acquire relatively cheapel
Dong, Hirshleifer, Rockavdoboan &«§b&eabed?286

measure for the valuation of a given compan
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alylI3SNAIf sRRaOMBEenz2yY problem that arises \
cash resources and/or is producing |l arge am
(1986) , the managers of a company may be t
grow the resources under their control by
expense of the company as it may grow beyon
trying to increase their own compensation |
Cash chRlnowe used to represent the resources

could be used to fund acquisitions.

Companies with a | arger size and significa
acquisitions as M&As aofeqmue s @u rac(ed¢ earvimaaiidnabt l r
Addi tionally, companies with significant ta
to arrange for financing (ttanpguibd e acaswdis,) at
i n certain casesfoeguhat ones gmay odi s@almpawi es
size | imits to keep the marketamompetusedve
reprdadentpotenti al effec{(Zbanghi 80teégullanyr
2019; Tunyi, 2021).

Accor dRanlgeptuo (1986) , a discrepancy between
available can act as a catalyst for M&A a
significant resources but | ow growth, coul d
anothert fham hhgh growth but | ow resources
explai m$¢ devhy compani es are more |ikely to
companiMosr eoderer andb Waerededl i hat20al der com
younger d¢ompeamgmuew business model sfepmagduct s

competitive

M&As provide an avenue for companies to qui
acquiring a competitMdMacavidihng ttd ePsvaanel i aardd

fragmendtuesct rii es with many small compani es |
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guickly gain market share by inorganic gr
DanholSt ganp280&6Junygue that anwhisaiprgye meyr ger
It lanceoeds hei sompetitors to engage in M&As t

( dir Dtau) c

Tunya2021) found that there was a negative
l i kel i hood. Cowmsegberciappdrlieeveareadewitt,h t hat
| ower | evehavefaheweashbge accwbschodebrbbef ut

finance sueulhseguemtons.
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4 [ AGSNY GdzNBE NB GASS

I n this pcaéapoes, | iterature regarding ac(
announcemerxamwniMbr be spkeree Setcmdti yctomd ai ns

hi stboundbatimmanch tohg shst wehtuas specific d
t hat affectwitlhle skee .rAmrdaigteirst feadh doyfn gTBlhrey i (202:
regagr diilme r el ationship between acquirer re

examined in detail

Before th&empsagoprramd Ruback (1983), the | it
reactions upon M&A announcements was rather
this branch of research by reporting the v
rel evant pr eeviiroumsaisn ufdiinedsi.ngrhwas that upon
target conppoasniiteisveeaweni ghted abnor maésreturn
not destroy shar ehol dheery vfailnude ctehbbsgfud Iss g @ coinfsi
which were perfor med e hudo uegahr na ntgemdhesr hle fdfdee
t arweitght e da banvoerresageef .8 % n d.1 %9 r e s plewrtti verl mor e

thye find that the bidder and the target upor
uparning weighted average abn@®o mand%r7et ur ns

respectivel y.

Wal keruéd@ofd) sample of 278 US acquisitions,
cumul ati-adj mar&«etreturns (CMARH2]f oeventddwirn
Wal ker (2000avdrnCaMpheR thloat tthlee eMm8t4i% eats aampl %
significance | eveévelHoweratktlyasi shieedane@d ®ear n
CMARs following related takeovers,ribwdnthe
by diversification mot-B4%satwilt%h sp atndrftiicalnc
Similar results span multiple different st
i nstance, Campa and Her nando (2004) studi
anouncelmenhwesen 1998 and 2000 and find that

companies earn statisticall ynsehlkgnadiid afnar pto
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returacsquofrers. I n fact, Campat andfaddret han
acquirers is not statistically different fr
to 55% of the acquirers in their sample wer

At the tu%cnenafurtyhe thhe biggest merger wave
Bruner (2002% shatedghhbhook eiseendetblwadupsof it
much needed. Consequent Ify,amhteo tc®Impp 1 edi d thse
studies to gain a consensus regardising the t
genearraelp rao fl iet aebn d mas btumefs eseprd fup wiarlget he

sharehol ders, as aegaeuior gared utrenrsd htavihed &ilad e it & a

usually end upposwiteihwes ndgenaihpnoocuanncte me nt .

Capron and Shen a(t2 oh7a)l wsaentp | Eenouvletdidnll a8 uam
1992 study whether the statusinffplubéncesrtip
share price of the bidder sampmwmlne defal 1Ghnoae
companies consistedtef chtppobkesc @ahd 40t po
using a ti ned,witRQdARcoef agfquirers of public
were appr-b%i amadel % .r eGappercotni vend Shen (2007)
these results are exceptiobhal aver gpouddhbicd ag a
angricvampani é82amMBd58Mspectivel y. However,
should have a smaller effect of the share p
statisticall yCAARsaniffocaatgqpiosens vef privat e

mar ket was not able to predict the bids for

Al £&hang e xla9e8n)g srierterprmym deal announcement wl
i's a privateHoywehveeCth aognmid @ &)e ssawrhet her t he
pay miemf | uehrecseets uTrhnes .aut hor finds that acquire
abnor mal ruestiunrgn twhheeinr st ock as a method of
abnor mal return for acpuivatel|l yMbhredadcamh ge

Full er, Netter and Stegemoller (2002) confi
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experience negative returns when the targe:

Full er, et alt.he (cdo@ka)atcfgiurvd etrhatet urns 1 n e
Situattaoger when the target size increases
paym&€ommsequentl vy, t i iesst onteka ndse atlhsato fs tpuwlhkl i ¢
| arger | osses ftome tdequesihmere.hol ders of

Moel l er, Schlingsmady amdelteld2B8vac@ampi ¢i o
from 1980 ftiond2 0a0 Ir oabnuds t correlation bet ween

speci fically, Moel |l er, et al., (2004) find
for biddérs these bidders | ose an average
announclemardts.esdolt har abnor mal return i s a ne

percentage abnor nsadg greedtthuieanng atrsit ®&inottage abnorr
di ffers by Moompamry, siaze.l oser | ook qaiti relne s
returns ofarezmd2 pefcemsage points HWhegher th
authors claim that this effect i'sS robust

payment medthhoeraal amédracteri stics.

While a big portion of &h@00edatavedAl exa&mar
examined a more tho8& oW ha spunpdiet iodn<26rangi n:
Al exandridis (2017) argues that in the per.i
di stinguishable sharehbydetheabdehiomMpfiEemidp
ti meh,e acquirers of public compani @85 %earned
upon deal announcement , Wil & Goe0a s atchgiud r € a e \
compl eted acquisitions betrevegenAlleXBMhdandi 2 (
argues that this i mprovement i's so remar ka
| onger create superior returns to acquirer
(2002), the author al spapmemts meahotdh&dbrusti
has not been a trigger for substanti al neg

argues that these recent devel opments have
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2008, awhiecdhas a tri ggatre fgoav e rnmparnocve npgr accotripcc

|l eading to higher quality of investment dec

I n 2Tu2nly,i pud02 Bhed avSDAEIDY HpKaBIBING NBG dzNyayY 90
dzy I YG A OA LI iR rRS thfed écaCARBs t heamet biodgl ogy t
Sheretrm acquirer returns is flawed, as it dc
i n the market actTwvrey)y €xPt2ed tMRAtLs -accor di |
strong form of market efficiency, mar ket pr
a certain company may pursue an acquisition
announcedt etmeashostarermeéuvely a revision
regarding t he dEead t hcehoamrear ceb € r itshtei c ;o st fun
arguments pultunfyoriwedr@sl )bryevi ous exXaniired whi
Sheretrm acquigygst erneatt@encmas tl iymautned t he returns
Therefore, thetheatbbombC€CARest dohatquirers wi
of mar ket sdamtuil di patginofedaamdt lyerd.i ffer from

Tunyi i(n2v0e2sitiigslad ews st udyi we asm mpdR2HS i

acqui siti onls9 88a nugnitniglh f2r0olnr. First, he finds
day CARs for t5%®% &l desapedtei meley 0 Conseque
are similar to the fimand, sTuwrfyiAl(ex0ld)r iddiivsi
infove gqluasndd |-mied paequi sitionbild k&d¢aghmiooidt i

l i keli hood is measured by 13 different me t
l' it quidity, | everaglkanaoge,owltihr mesiolle gefsgcagh sit
flow, tangi bl e asset s, firm age, and i ndusH

l i kel i hood of under goi ng fainfjyuahcngtainlsel ti pat ad
acquirers), and the acquirers with the | owe
sorted igubr{tummeftiircitpated acquirers). Tunyi
7day CARcfqur rde%,s wtlsi 156 t h$ s a2s% ydearf g wiurreer s .

FurtheTwmwoyie (2021) found that acquirer ret

negative correlation; when bid anticipation
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Overiatt l can be concluded thatllaxqurseatedns,i

abnor mal returns to target sharehol ders at
Moreover, the consensus has been that t he
acquirer returns upon deal arenfouacmpamy i

(public/ privategntdhseet@odf of hepagmeunitreAcqui s

companies create greater abnor mal returns
company that is publicly tr adeerds (rQaap riozne, g& ¢
abnor mal returns upon deal announcement th
( Moel l er, et al ., 2004). Using stock as a p
returns so that when acquirisgaaepsigai éit.
positive, but when acquiring a public taroc
negative (Chang, 1998; Fuller, et al., 2002
Contrary to these previous findinglssg it se

evolved over ti me as suggested bMor &l exand
speciAliexandri dis (22009 acguiesi tpasistpibwaea e
angdt ati sti c€ARprsitdreil faic@alititechieoraut hor ar gues

shi ft I's so distinct t hat acquiring privat
returns for acquirers, and t hladn guesrisndgye ssttroocy
sharehol der value. Alexandridis (2017) ar gt

the financi al wheiicsche st iovfel 200f80r ced compani e

corporate governance characteristics.

Mo r e olwelry,i ( 2 &2 h) ofuigrhd saatt teugionr & ozsidnigf fbheyr ent gr
t haicrquilsii ke loinhood, it can be differentiate:
much gpesitteista@atasdi cally signifi wrmtr eCARs t
expecapdoetnotcakeovd@unphdrdgi2W&tl )t hi s phenomenon
by the fact that o¢fmamédcguipatiedoalcige&daelirpoiod
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t hesihrar e, pwhicleei sbe StSame f or unarmtsi cdihpea tneadr ka

does xpetctethem to pursue acquisitions.
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55lfyR YSGK2R2t 238

5151 41
Thomson Reuters Ei kon database is used to
acquisitions t hat have occurred i n Finl ar

Furt her morseetr giddi rsi ddtagch t o transactions wher
mer ger or an acquisition, the acquirer is
known, the deal status is completed, and 10
Mor eotvrearn, 8 avlhhterequi red fiomf ormatbiod awatsi ci pat
not availabl @hwer g¢ei ekdbsuadmepdieMBK &r ansacti or
with a totaldbdielalli oemd euvei @osfi vie3hsd laegM&A d cs of

transa&xcmrt ilowen so b steabvlead I .r om

¢l OMIDBe s cr i psttisv eo fs ttahtei sel ected M&A transact.

Year Deals Cross-border  Cash Deal value (EURm) Deal value (%)

2010 7 6 2 228 2%
2011 6 4 1 815 6%
2012 6 4 3 157 1%
2013 10 4 1 184 1%
2014 6 3 2 121 1%
2015 7 4 5 2,158 16%
2016 7 2 6 1,287 10%
2017 8 4 2 1,362 10%
2018 4 3 1 942 7%
2019 7 2 3 5,639 42%
2020 11 7 2 478 4%
Total 79 43 28 13,372 100%

Anot her set of datli d hantici patil ozemodel bwi
Thomson Reut elrtso nbpartiassketespeacafm accounting i nfor
extracted from the | atest annual financi al

time of the dehMor easotvireoggndamanti spuddlilcd oyt ed sft
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compainn eit mlaandad a&beoupguhpeme? 0 0.8sTthoi s2019
procedure dpital dg omi t1l® S p aandfrécesrse nt0 year s, r e
1, 4f4i7y enar obswhivahi own §tl heb es eclaelclteedd Ths$ oc k ur
selected stock univer-aeqal s 0 ntigmef | metiehso ddalt g
of thigeqtudatat poi-aad gufode mtomeasakéaovofng a vy
bal ahogidst i cmordeeglr,e swshiiocnh  wi | | be explained

Ssubchapter.

Thaelat a extracted from Thomson Reuters Da-

i nf or maalilo nc of noprasnei leexctticendkrt dueme @ eni ngs befor e

and taxes (EBI'T), total assets, total Il i abi
mar ket capitalization, |l ong term debt, pr o
flow (FCF), revenmei neasthme&kd sthlope t year of t |
This information is then used to build nine
the bid anticipation model. These variabl es

samplle 4lff7y mar r oaseons can be ®eservedi bne m

these variables can be found in table 3 in

Cl oHtSe scr i pti ve sel acctit®adk csniofert hee

Variable N Mean sD p25 p50 p75

Profitability 1,447 0.039 0.456 0.008 0.052 0.094
Sales growth 1,447 1.076 0.529 0.952 1.031 1.126
Tobin's Q 1,447 0.296 0.514 0.139 0.261 0.380
Liquidity 1,447 0.134 0.142 0.038 0.085 0.173
Free cash flow 1,447 0.046 0.269 0.019 0.064 0.115
Firm size 1,447 12.568 2.293 10.789 12.212 14.212
Firm size sq 1,447 25.135 4.585 21.577 24.424 28.424
Leverage 1,447 0.207 0.506 0.068 0.162 0.262

Firm age 1,447 15.321 8.138 10.000 16.000 21.000
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The bid anticipation model i1 s const#ducted I
quarliaded on their .acAodgsuwiirteerdsni hulkeedhked dr s
arecal l ed unanti ci pahtaevde atchgeuilreewess t alsi ktehdayh o
takeov@where Ale acgritrtedt sfeour t h (lg u)a rcaail é e d

anticipated acquirers, as they have the hig

& I 100 € QR AGRIHDait 0 | "Yé HID
I 0QR 6 QQTUOOl BWPOa £V | TOQITEQE QT OQIi GQE §
T 0QUQI OUQYNE QBHE @O i OQIWQQ (6)

The bid anticomatiroct smdd &yt eyt iblaiazwipregs &aa& htgwo
si mwiah the methodol ogyFigmsatd, beg G umgpiuda({ DR %
firm specific ché&xtacthiiegphbdes bires aot akempany ann
denot@®d. afhe output 1| egip$ uiggreonrdeeg n¢iens itebgau at i C
whed @ akes a val u® aosf aln niofu nccdentpdaarayt atkkie he e r

a value of MOasi fnodonapnannoyunced Ga. t3kleoogue mtl
model cofedf ieqaatishbma dé& oan tehaearf i olnser vati on:
gi ven \earond, these model ct oheefrf i wiitemt c 0o mp &
specific varptabhl easl aul atienet he meatsiume for b
Tlsi score represents the acquisitiaqgnalnidkel i
it iwsddetno sorof nthoe 4a dguasrigirdeepseaseld year

to calculate the most t &aadu rranliefthetoulied coef

announcements

0 "QQ

)
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Thr ee v ONPRahilKe NSARHANDAdY ® 823 § NBE  PRg/é0ds i IN& G A 2
original bi d caonntsitchi ypcai{ebdopid me dexx cl uded fr om
6as a ofeswimMpded i LADIidutbe hodmdsogygjemst ed
accordiaegaiynttiobe Bbbeubiadyadtiecsiepathiaomgemoadal

justificati cexsp |lvaiininle dbaep tfeurr t5h.edr.

¢l oofhSari ables utilized in the bid anticipat.
Variable Description
Profitability EBIT divided by total assets
Sales growth Percentage change in revenue
Tobin's Q Sum of market value of equity and book value of debt divided by total assets
Liguidity Cash and short-term investments divided by total assets
Free cash flow Free Cash Flow divided by total assets
Firm size Matural logarithm of total assets
Firm size (squared)  Matural logarithm of total assets squared
Leverage The ratio of long-term debt to total assets
Tangible assets PP&E divided by total assets
Firm age Mumber of years since the IPO of a given firm
Descriptions of the variables utilraemd in t
table 3. The variables have been construct e

observations between companies with differ
profitability. Mor eover, t he at haacduwmi sviatriioanb
l i kel i hood by tda®e ¢@ireououesd liin etrlae ucteapter
5.39@9)/15 didzRé YSGK2R2f 238

The event study wnedtehloyd ol a@et hismeaxroaumt i ng,
econoama sfitmances desi gamednompguoandffg phet
event on a cOmpaunygéebulvaése of this method
accordi SFFTAOASYE YItNAS (i mpddtiekddanita scheaulad nb

i mmedi at edl yi nr etfhlee csthear e pr iTher edffmesasufreeci f i C
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the economic i mpact ofbyasni regr emndc wraint ibees cpmis
durasnpgecevemrtd wMadBiwvnl ay, 1997) .

The firspappuesblnigs htehteundeyy Ratd ol ogy was i ntrodu
(1933), whertehreeacexami obsishhak esplritc®esby exa
nomi nal price f 1l ucttetpkAiaotc.cartd itnhge tto mva coki ntlt
the met hoelwdloywegd haisnce t hen t debxecdaglet mer e
ef fse dte nesrtaolc k mar k ea ndriohveebmegu su sT heeweemtt s
study met hodol ogy in its a&wnBirroewn &FeOnéa8,)was i
FishemaeRol |l .(1969)

Ball, etcoalductEed9@dh) emegigair dradnlgeattihdenuat i mnbet
forecaostf accousnt i Nhyapriren c@&woeuanadpd si t i ve synchr
rel at iben swlkeiem st ocikn croenteu rfncsr. Eaanada 1 etr afl s , (
examined the effects of stock splitism by is
expedt eddehdatnantanatrhkeetr eeyact s t o the expect
i mplicati ongraafh ea stthoacnk Mshpek oavheeri, o aFsaunhas,e | b f

et @196%pw that stock ©prices absorb the e
considerabl e twel occrietayt i wint hodutst ati stically

Therefoeereshlets provi d @SEVAAReIE YNNI K okd

An event study starts by defining an event
the chosen event i's assumeBort oi metnaenr cad ,e e
examining the &effect of ameM&A ahanoeanemet
ommonplace to include multiple dawy surroa
abnor mal returns tri ggSubesde ghayentt i o e ve@he of
i ncl uscioompamfi es to the sThidy ocmaywé¢dindhudneac
restrictdioihfse hhearstecdt er i geiogs apBiuchl asati on ¢
i ndu¥Shey.next step ibsnormakbtalretluames tloe & he

C 0 mp adu reisnegv etnhte wWiMadkcdKwsn |l ay, 1997) .
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Next, the specific formulrasuussedfbo talkcplu:
this study wihHhd (reo paes exqnttaerdt. daiwlogiat it miec c al
returns for alfornthei dimneaétpeedoding etso equa
WheWegdenot dogtalmét hmi c et o, mewdig aelsc k
denotper ibpbdee 0Bk Damm prespectively

Y g (8)

Accding to Vai hekoski (2004), the wusage of
returns offers three distinct advantages.

prone to biases arising from the bid/ask
| orgiat hmi ¢ returns are more symmetric and tF
Third, | ogarithmic returns diminish the | e\

of percentage returns.

N - ©)

Eguatiiosnt iZed for t e iltogglat iriredt wfirmms toHe chose
mar ket ol)heefYerdenotes the |l ogarithmic returrt

at i meheéreasl  denote the valué&tofdoimae ket

anad prespedtMXveHley.sinki is chosen toirseprese
téd most eextpersiewnkRianniosnh opfubl i ccEgubht sobrd 9cor
further utilized Iin equation 10.

EquatiroenprleG e/nltlsA (tlhe ! 3a& S { CARM)OA ys@ h uagRdRiS f
cal cul ate the iexdgiewitceuwalr edtud® mkss @R Mat hwei dsea nyp
us édnamadeallwlwiashproposed separ&ltienltyn ebry (SMWa&r5
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and Mossiprédbéb)t he oled aliteviom s dosep evk & & te
ri sk and expeetsogdBordgteur etofala, 2021)

oYy Y T zY & Y (10)

WheOD&, denotes the expe@tedi meit &/meapsr efsesntt ac k
t hefmieek rfatepr anents tQeFB8etlaleef meadecrk t he !
Finnish bkeond iWa%)ed( Kabuppal eht i, 2022ed The
from an estimati opn=-3v0 otddIv malnagti inge fo@mt he e
= 0).

I n practaresend|l tlsasr epos bdéi éi mi etaht ef wers toifmat i o
wi ndow, whi ch ckhay tbhree sdiofwfcearsendt estimati on
previous stGldeesalld @@V enxsp.n2dorlit7/d nZ0 2HEor

i nstameeil utddalz)ed an est3i0M@BL]i wheweado®hehn
Siems (2004) wutilizeld0laln] Ecti mart o w@o fiwh & d o evb
the results presandiefdf drye nMtu nghsa s( ADe261r) nc hwo nea
for thisos€h@gy. aMar &uiteinesin z(e2d0tOidmat i -8&, wi ndow
l1l]calocird adea 6 achaly 1,GARIBIi ch are similar as t

utiliinzediFoldtouwmdym.g this reasoning, the esti
to be
[(3011] .

Ac cor dliancgo btsoe,n ablmMBr8Mmaal set knawn as unsyste:l
calme def i ndeedviaad itome bet ween the expected anct
secuEqugtion 11 wil!/ b ea bintoir  mad @Y fetmrombBecul

i ndi vi dudaht seicme i ti es

0Yr, Oy Yy (11)
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I I owi ng tTheebynior(mad 2 Ir)e,t ur nfsorwitlHr ebee scpad cciufl i
nd:.oWws +2A], +2]1-3, athd] [centered around 't he
nounceéemefongequent| vy, equatioal clu2 awiel It hk
mul ative abénd6omaforrethenspecified event

|l ected securities:

66y ol B dYp (12)

cordi Kignlfis®yQ Mt che i00Si ciadubl aggregated f ol
ndow t omeamiore madadmtfiiore asbndematherd edsir n
nseqegniaktyobeldttiol |etdbedddtoe eacfhouaf t he
aranbdesach of t he .tWhreaded Yedvte nite n i edowdh e

an/ medimah ati ve abmwraméli,|l e@e¥gdaenomtfes t he

an/ madnanmal quatduadth edif me

—_— ~ [

60Yoh B 07Yj (3

sthe, resul ts ar e going t o beotgsetedanfo
der stwdhredihreg t he resuddYarcef <tadd iys nsdiegrnliyfiing

om. zEobp t hegsuaptuiropno sled4, pielrIfodbrean tust G d & ztehde t o

rf caurl qairad ttiHessel ected event windows:

o— — (14)

e 0e- repr es@ettasst itshhe cq uafr, 0D Y iepemsent s th

an/ medmahalbmnoremal rag tthi rl,re "¥of dr @ pr esent s t h

standardofdevhat wodier | yi ng
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The number of M&A transactions chosen for t
' i mitations. More specifically, the number
be quite low given how the Omes hedgp ptom yh aivse d
the | east acquirers as they have the | owest
O is supposed to have the highest number 0
l i kel i hood of initiating a tuakreeorvseri nbitdhi sGi
have been sorted into four quartiles instea

increase the number of acquirers <classifie

di ffering methodol ogy sheubtdudgpyt affect the

Mo
I n
ra
me
c h
c h
Wh
c h
fi
fo
| o

f a

reolverbhbi d ant iwtiiplaitzeod imo dteli s stuwsey excl

mi

the original mod el Tbns cihadhgaesio mey Tuny

fications forutt hreozdesdhceunr afc ¢ | |aofrwii (nige atl h e

thodol ogy useldn bhyi sTumgtumg RDIAPY,1) mat ched

ar

ar

er

ar

acteri Ot ptce Hirdan it ndateitdhteend aantd tuitmd i zi ng

acteri toceomeompt wmeh a measwigmeof bid
¢ he met hodol ogy in this stiufdiyin ama s a b e €
acteri Ot parse fmatind ldésdnétno tdaanttddre na tu tti il me i r

nanci al char acgteor icsotmec su pf rwint ht iamemeasur e

r
gi
ct

otTihnee probl em ari segffewem)thegfassi bhawva
sti cmoadeeglr efslsi mthuat e siyemirivhcaht restt o6m

tohuatt @ ditt hteh e emwotdred meilsy accurate when f ol

met hodol ogy, but i tft odbd wmowvmeny darhikei tmreada rhy dwH eorg y

As
I n
t h
by

i s

a rebel di bferingi membhesttbibegmiwme edurrent

cl

e

udes i nformation that is notCoasvsaiqguamlt ¢ \

out put of t hei sbindoraenta ccc uyraatieont hneond ewh a't

mar ket part iHoiwearmhtes! ¥y npuembsdsien oehitd stud

t

o sort the acquirers into four quartile



44

sometthhaatg @azmcompl i shedr wenth mdltelr @edbtvite@ g y .
di ffering methodol ggeyctd oveess modt tahfifse cstt utdhye ¢
suggests that the predictive ability of the

i mpaired when following the original met hod



45

6 9YLIANAOIf NBadzZ Ga
61 5Aa0NAOCdzO AW IBF NUAK RENFNIA OALI GAZ2Y

¢ClFonflChut phit the bid anticipation model

Quartile Firm-year observations Acquirers % of acquirers

Q1 357 6 1.68%
Q2 357 7 1.96%
Q3 364 16 4.40%
Q4 369 50 13.55%
Total 1,447 79 5.46%

I n ordaket meainnfnegrffeinlcmst he resul ts of t his
preposition i s t hats htohuea tiblileda taengtoicobiapeaathihcers mo
fi-year obgenvatifonbdagaedr onl e qu iTxaaibtlieond | i
presents the resphtsthegamodiehg Othlee f uhl t dias .
set 1 oblsedesati ons from 199 different compa
1,447 firm y,eawh iochhs earveattihoenns mat ched to 79

the selecteldhityg aseu gp etrh apt@an ohl ame dige(li teh.at a

has no predictive abilityS)6¥wodl d hleienatxdglue rtea
each quartile.

Foll owing the2dal)i,c ioff tThuemymodel utilized

predictive ability when compasieglnitfoi ctahnet | nyu

acquirers sorted@i)nhanthee fif ldmiTthept g b & z & d

modeleds.o8of the alc,quli.r%eadr% adafnttoh ed.adddu iorfer s
the acqui,rearsd iN3.o55% o . Theseacrqasduletrs $wdg
thetili zeadanotohdegluai r er s Iimaveduamtacesi sition

with meani ngfawmldc @&mdhalse, acyed for the purposes
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¢l optibSe scr i pt ibve asctgautiirsetri csst at us

Variable Acquirer Non-acquirer
Mean Median Mean Median

Profitability 0.061 0.070 0.038 0.051
Sales growth 1.112 1.068 1.074 1.029
Tobin's Q 0.304 0.260 0.295 0.261
Liquidity 0.139 0.108 0.133 0.088
Free cash flow 0.062 0.072 0.045 0.063
Firm size 12.288 11.803 12.584 12.218
Firm size =q 24.575 23.607 25.168 24.436
Leverage 0.221 0.187 0.206 0.162
Firm age 13.418 15.000 15.431 16.000

Tabl e 5deadcsrpil mtyisvtehseetl tcit ®etdk ¢ ® spacigeus sreetru s

The group of ¢ s eabawxticeadk funmohm e ehsed b Bbeetc o0 me

acquirersuhagee socmar acter i sthied g-ambpennr icrognp a
count ethpamdoisgtni fi cabetdethet beamwbegobses ve
from met NRPFAWIAdFHASIEA (1 8 NB B (HO [2KaAdNYY. | B&r e

speci fically, it seemaastihiag hafh ep myorfoilutpa boi fl i a
growing faasmeayralbhavely higherhdwe @luebebri cf r ee
c omp afna re sa psehra rotde Mofr etoivieer , gr oup aofe asdqg ugihrtdry
smal het er ms ofhelediasmmeldaglhallicggumodriet yt mamd | eve
theisa@acganring ThentetridpkySa| ati vely similar

the two groups

The profitability of a companys;peamodr mi Bg s ¢
management teraenat ¢ haharcamol der value by rep
poorly performing tar ghar ecoovnepra n igeisv e(nP atlheep uf,

group of acquirers have grown faster and h
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thei-acganr itntge preees sl t s dirkKeS 2iN® [12iFn €O pWitd2 NI tiirSe
forward by Weitzel & McCarthy (2011), whi c
continuously compete for the.Comttrrarly otfo ptot
ex pectoat itohniss ssdeeumsy t hat acquiring companies
offl ever aggree ammampar ati vely -ayoquigreir A gtwhgaene rtsh e i |
acquirgesnehaved significantl y,whiighersuagmgesn t
thdespite being moreadcewieriedg t h@lna vtehrepg et tnso,

beerestricted in their ability to pursue i nc

¢l octitBe scri pt iovfe gshieadctt ®ddk cosno i weag st g | e s

Variable All quartiles Qi1 Q2 Q3 Q4
Mean Median Mean Median Mean Median Mean Median Mean Median

Profitability 0.039 0.052 0.002 0.023 0.026 0.048 0.052 0.060 0.073 0.069
Sales growth 1.076 1.031 1.039 1.010 1.036 1.014 1.072 1.028 1.155 1.058
Tobin's Q 0.296 0.261 0.333 0.255 0.294 0.257 0.269 0.269 0.287 0.266
Liquidity 0.134 0.089 0.179 0.115 0.120 0.092 0.115 0.079 0.121 0.077
Free cash flow 0.046 0.064 -0.019 0.032 0.041 0.063 0.076 0.072 0.086 0.086
Firm size 12.568 12.212 12,513 11.951 12.579 12,198 12,735 12.645 12.444 12.015
Firm size sq 25.135 24.424 25.027 23.903 25.159 24.397 25.469 25.290 24.888 24.029
Leverage 0.207 0.162 0.233 0.141 0.207 0.153 0.184 0.175 0.204 0.180
Firm age 15.321 16.000 16.381 17.000 16.017 17.000 15.953 17.000 12.997 13.000

Tab8 ki spdeaysri ptive se¢elhhegstsedlc s smoif vaatrdhsees s

guartiles of aWiquhism tti loind | faAflileyl enadraoroquld see rofat i ¢
t heo mp atnh ®&ts have the | owest | ik@)dhspdapf p
certainohanaatwé@einstcioonpared to the other qual
sampl e chaMmtctept & bebksgofrittedishavtde | owest | eve
prbébielairtny,negat i vehafvree shtiegahseh s,f babrwdd ghbatv e b e e
public domparhieed ongeMotr epoevoeirp ad nlo& s ¢ i smlei. ght |y
smaltlhem avédraaighee ahmdgwnieastti on wit Miomiwlei Q me:
di spl ayed by the,hbghédvivestomedi an mean
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¢CFofSescriptive statistics of acquirers acr

Variable All quartiles Q1 Q2 Q3 Q4

Mean Median Mean Median Mean Median Mean Median Mean Median
Profitability 0.061 0.070 -0.015 0.054 0.053 0.067 0.068 0.076 0.069 0.077
Sales growth 1.112 1.068 1.127 1.061 1.110 1.094 0.989 1.015 1.150 1.082
Tobin's Q 0.304 0.260 0.290 0.201 0.301 0.312 0.270 0.256 0.316 0.261
Liquidity 0.139 0.109 0.208 0.207 0.074 0.041 0.131 0.131 0.142 0.103
Free cash flow 0.062 0.072 0.009 0.036 0.057 0.047 0.103 0.106 0.056 0.068
Firm size 12.288 11.803 12.891 12.356 12.721  11.472 13.371  13.424 11.808 11.583
Firm size sq 24575  23.607 25781 24711 25.443 22943 26.741  26.847 23.616  23.166
Leverage 0.221 0.187 0.236 0.163 0.187 0.114 0.197 0.198 0.232 0.167
Firm age 13.418  15.000 15.167  17.500 20.714  22.000 17.750  18.500 10.800  12.000

Table 7 displays deacquipid®rvso b e easchraesstsi cs of

guartiles of aWguhsntibhsl gkeuphobde devi at
di smoay variations between quamnwhaeve For

beepnubl i c companies for comparaltt ama@ly | ess
Moreover. cooanpEh arleasrtjlman companies in other
me as ur@idNM yaHoye v @ e companies with the | owe
al sepldanynat e charlaocw ea ¢ guii £ist ioofn | itkheel i hood
unanticipated acquitrke sl awestch@prafcitteabizleidt vy
sampllewest | evel sanodf tfhree eh icgahsehsTth ¢aomo U n tn amfc i d
charactenliocgi cal odhgedrmamaartiieosn Oclaa e otr h & eldowe s
acquisitioMorlei kebewtodn c al | yd mmamye i al profi
charactepi ot i,cwlod e vierhese ocfas h wili ¢gvin,a sonfo u n t

deptitrebawbpa®l yinancial | eendietailtomrsmnoffigmamnc

gr

owhlen comparcednptamtibeeshaemek uni verse.
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¢l oyilSc qui rer perfoamantesacross

Acquirers 3-day CAR 5-day CAR 7-day CAR

N Mean Median Mean Median Mean Median
Q1 6 0.033%* 0.033%* 0.039%*%*  0,035%* 0.027*%*  0.03p***
Q2 7 0.016***  0.003 0.026***  0.035%** 0.013%* 0.010**
Q3 16 0.018%* 0.004 0.025%* 0.017%* 0.027%* 0.018
Q4 50 0.036* 0.012 0.037%* 0.015%* 0.027%* 0.014%*
All 79 0.030** 0.011 0.034%* 0.017%* 0.026%* 0.016%*

Tabl e 8r adwlpttayesf the event study across al
and event wheéddewd* and * represent statisti
10 t%es peclthree a®ARst forfull sample of acquirer
day event 3widnoedwwy ¢hentbnavi B d6W-dhgr eveat 7
wi ndwiwvt 1% al egenli foffoasnicad | eWbhetetwmsnhedsan CAR
for the full fsampt ke ofeapeuiearce seEMeWBtW winmd o
1.6Vt h warayiirsd i ¢ allh essieg nriefsiuclacnecrep aggest i hha:
Finni snmharskiesc been abbseatiostcire®&B@gy spugrnsiufiincgar
acquisitionsmastt mefasveatl Wwythldotwise only exce

t heday medi an CAR whichfios sthatif utilcalalmplien

Contrary to dfhkei £ aptqud B, Eraatdrci pathead a&deuir e
hi gmesa®ARsN tdhmey vent window.0 Whemeascapaqtke
acquihraar st)he hi gheset-domgaev EARsawmidn diohe r et urr
theda’y event window wer e Oeq @aid.Hoeweweeern a choeu
medi an return for OUnantaicociopat ead Wwea cegvueintte rvei |
hi ghest af AdltlhtohSgidagy® nt wi ndow aam@dmidr er s i
roudghtley same | eefdleroft oruebhtthurrerngs d.Blor enaetlvheep| ac e s
results shggestarthat smal |0 nhimbeacept acoal Iy
hi gh ret appesaasr sahihcihgh mean but | ow medi an f
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all quartiles of Wictghdiasyittédiveen8d |hiakselditihwo ohd g h e ¢
ret@r.p % foll bwead,dbgyl. ath) (1..6/h)ese results d
significantplresfeYy mTurmyise( 2021) wheroemale fo
retumomot odecakfbrgoend t he group with the | owes
O)to the group wit hU Yahse nheiagshuersetd |biyk eb o thho otdh
me disxmt @as f aZdtaggbtnloe ma | ret ur nss hsagmend tteor nf ol |
when arranginglihel gwelhpstheb(rdlie & Et0i0c)i pati on
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all quartiles of acquiasi teivemb|hiakseldibheg chd .g hWdis
retudu) ,(3f.ol0l o¥ed (26%) an2b%)Th®edagvent wi dow
i s otnhley category where t{Ohemanmngerti tiopa@taécn ac
mearnet urn t han B esMorcofbetelhreetgmrawsp within thi
seem to monotonilctdleyx cdeepcth efacsret if c oMmat ed ac q
t &t di splayed the second highest returns w

bet ween quartiles of-shapedi pactbheéergatirgot hpbk|l
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have returns loha@. @ %r e whe nsudeh ¥ wi Whins this
cat eagraehngo st ¢ omp aroabhleerd tina itemagc t h e  oOdidyl ye x c e p
the returns for urfle nitt c tpaaed caegqmi rmer she

Si gni b cnaengtalttyh asre f ora ctohuei rogrh egsricoeunp st o be f act

in |l agging the returns for the group.
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Figure 5 displays tuhiel amesdta nwik Qadswmtshbs &1 fut
can be observelot hmedithe CARARs |l ase much mort
expectations Mofe t hpstctiftiuadayahyj ci gat ¢d acaqg.l
out perform alilaldvoh eorf ¢ lhavitindreeadsi eadhedndor t he b

et uraorse i of the thr.&Mor epamtti cwiprad cewls )acqui r

-~

di spd ay laobweosrtmal 2r/ré8venmns wi mwdhowsdh i s in | i ne
ar gumewmtt sf or ward .Bgwduveyjbel(l bkt t hat t he ¢
significance fiof dme dirhaeni rCARISpiescs 0 me qeanti
Morspeci fithadaddy, evantacyiundewsanigndi sed ay

stati sdii grailrfleysgualnéial dt h i nd atyh ee ve n t wi ndow, t he

returinaraélesroat iisstiigenailfliycant .
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64902y 2YAO @I tdzS ONBIFIGSR FONRaa | dza NI

¢l odfiMe di an economic value created across qu:

Acquirers 3-day 5-day 7-day

N EURmM EURmM EURmM
Q1 6 4.30 6.85 6.14
Q2 7 0.90 2.69 0.86
Q3 16 2.23 2.44 2.51
Q4 50 1.12 1.43 0.99
All 79 1.46 2.12 1.31

Table 9 dispharyest arbypogreii@Ananson nmeimenodons ¢
eunNnasross aMonguarvyvi gas nsmal i glayciguud atelwre sb
mar ket cawithhlibzatsohbhseguemns atboommo ema&dnh r esp
wi ndodvaydasgnddaryGi ven the smailtensmeei abf yacc

ana t he median has been wutilemephdsios avoi
i ndi vidual de al announcements.
Thmedi an ecwaloume created across HUWbR dboul | S al

for -ddye SvenEUR.iMfoorwe-d aye event BWBR.dBdlw,r and

thedaly evenfThe#wéad®swpursued alcyyuudn @ nastiedd pat ed
economi c EUVRI BEUBI @&anBUR. m#Aor the respectiyv
wi ndows eover, laglgssorereaied economifal Val ue
sampl e , mendittamd cr ealbéingw medi an economic Va
shar allbhse.se resul tacguwggadtaathlsato ptahevde acqui
cr eartuecch geea@anemitchrvadgl sharehol det heweal t h

acquwrehsa higher | evel of acquisition |ike
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71 2y0tdarzya

Tunyi (20h22t) cfoanprachite s( lwii g dhe ¢ thies il toiwerns tl i kel i
the h{(lgbw®Rs) upon M&A ,anggestemgntsl!|inear
bet ween acqui si taibommr make lrTdftiasr dhstamdly- i s air
examining the findings of TumMpire(2@2t) fioal
t hpeur pose of ttadnalweeaidgr wasqui sition | ikeld9

returns upon M&A annouhkcemekes in the Finni

Théi d anti cippetsiesoairdndoedlre |l hast besnstedgi sb so
publiclkympaisite@d quacgul leisk éldimh caond an,nual b a
wheb eéshe group with the I|,awds$ét garbogup switti o n
the highest acGaoanseguentlykeii hwasdwiftohrund tF
t he | owe s tf ol i kaeclqgilufaosadt is @ me commonMoclkear act e
speci fically, the compdnitdhhe lmwebte probit a
negative free cash flawd had begheptubl evefs
per.Foadt her more, the-sedmgdreide & ow Hiieaolmmstehlafs g u
group (i .e., unanticipated acquirers) were
l evel of free cash fl ows,.Fanrd hehmscrha,ghth
characwodérfiest iacsnat ur al explanatnohi kelti hbed
when a company’s financi al profile is chareé
cash flow, as well as rmau dwie @ht i annaonucn tasl opfo sd e b

fina&Ae t r antshadcntnaomesi pekby msibenp he

Tha eturns for of hea cfyelrdeveesranwnhpel lemi nTghmye apmosi t i v
CARs for the full samfmmieei ahnhf:oart gthg e8 \se nte r e
wi ndow( m8dédén:orl-d&a%) &vent winhrdedi anm:or2. 6%
t heaadh evenThes eadfoiwndi ngs suggest that acqui
been able to create shareholder value by er
2010 t.o As020gchestbuppIaNE 02 B HEPFHOQHS¥AR b
Trautwein (19Mm6)gewdi shoalrdueslitynhebeombn xiead
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entity would be more val Mabkevedasahte sum
corroborate therisdioy y( d2G17AI etxlaat acquirers

positive sharehol der returns after the fina

The first hypbttyheysiiAsOAddl ditSeRs tOHjadztA NENE S| Ny
AAIYATFAOLY G /! wETdFaeomt ua Ol 02 NENe INR It s o
the returns were measured over six differen
(Bay maary, meadayamdamd), and medi andgay or eac
medi alm,y Snedi-chay meidlasgnf)ound that unlnticipa
earned the highest returnsatcefglcdbdysgmeduas: i
3. 3H%W,ay mean: -ddayd %me dainadn :7 3. 6 %), and tied fo
of tlkeatspgaysmedi an:-daldy. S5e apundlt7im %hpt | eas
statistical sagegMo camvcera,f otglo eay nl avhteirei pat ed
acquhadrshe weakaeasnt cpoenrpfaorrinsaomnc et o odayer gr ol
CARswhere the®gir@upapretur nt lod f3i. 3. Mysp stulr
accepttencerseematsl ts suggest that ugeaenéeeaipgpnted

the highest CARs of all acquirer groups.

The second hypdtyikessLIsitSiRNGIs QljdPaNISNHES 5S6 a0 |
AAIYAFAOLY (G /! waHBWe ke fwalsOIf deu MBINIt HMR dzlaJn g i c i
) only daoweesd trled urns i n ocaey orhie dihaen :silx. 7
andi spiray etdhras were superdiaon whhe mcesuamiemisn g
results acr osMorad dveh exn cladmas@or gr eedtu rt rhse, ant i
acquirers had itrhetdhagy gk een(t3 & Mxhesy second hi ¢
returnsday dwen(t3 wamidotwi ed for the best ret
gr oums t-cthey 7event wWiAdHd dw u @B, 7 %) tre thu rtnhse me
anticipatedt aicgqeedfreesound 1% f o,r sauddg eesvteinntg
t hat t he @grsonap | i maulmbee of eaxacewitrrieatrusa Intsh a t
el evating thermeansfisgekbesnd hypothesis is
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the results suggest CAR$s 8ahd maebatnmsoorhes bhpl b
compl exr aghdassby Tunyi (2021) .

The most fundament al ar(uwmelnt wmrdoeptrohsaet@ A sbhyo r 1
studies are not adequate at capturing the
l i kel i hood for acquisitions JHoDwalvieebewi pr i c
seems that unantpiecif pametheehat gquheer sacquirer ¢
circumstances, the returns for anticipated
expected, and thus, not in line with the
Morepveéehe results ofthédi sdbpuuibeernaggesatcqtuh
| i kel i hood anids amsogtat rarghefarward asbptropos
rather, another cohact aeetelpér sbomi dgbeuture

Furtherrmorieousp |i teratwrese BBashi édsntsitfaitauds foce
company (public/private), soremaf kthat amgnog
mi ght affreetturamxgeubmwaeetr qgquanti fi ed Asn stuhceh ,r es
it must be concl udetdr atnhsaatc thieocna uvsaer ieeasc hf rM&W
are variety of di fferent variables that shi
picture for acquurehemestuuvdises Aai miurcd ,t d e
acquisitiomCARSskedp dmnoddl&Ar eanent s coul d focus
these factors intoabtehe¢eier mweseasclntdongtoai

bet ween acquisition |ikelihood and CARs.

I n prtake i cesults of this study pmavtkeee new

parici pantdwo reasons. First, sharehol ders

(0

val uasthetrdgtrhm returns upon M&A announcements
ain a better picture how t hreatmeagikes. vS eomsn

mar ket parti ci panunacnotulcd padwertencatclgya sindaeardtl

QO @

ccuracyyuantitative trading strategy coul d

-~

eturns, and thus, benefit the asset manage
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