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Abstract

The performance of M&A deals in financial sector is the actual topic in financial academic litera-
ture for many years. Most existing studies examine the performance of M&A deals in developed
countries. We contribute to existing literature by examining the impact of mergers and acquisitions
on bidder’s value in emerging BRICS countries over 2000-2012. In contrast to existing studies we
analyse the latest period and examine the impact of the economic crisis of 2008-2009 on the perfor-
mance of M&A.

To examine the impact of M&A on firm value we use a two-step procedure. First, we analyse the
consequences of mergers and acquisitions using the event study method. Second, the abnormal
returns are then used as the depended variables in regression models in order to explain the cross-
sectional variation in abnormal returns.

We use the Zephyr M&A database to form our sample of 264 publicly traded deals. We require that
(1) only acquirers are publicly traded firms from financial sector, (2) the acquiring firm controls less
than 50% of the shares of the target firm before the announcement, (3) there is a lack of significant
corporate events in estimation period, such as shares buyback, other mergers and acquisitions and
joint ventures. Most deals were initiated by companies from China (52%), followed by firms from
South Africa (22%), Brazil (13%), India (11%) and Russia (3%).

Analyzing the results for each country separetly we get almost similar tendency in market reaction
to the announcements of M&A deals. Cumulative abnormal returns (CAR) for acquirers from Chi-
na, South Africa, India and Brazil are positive (0,5%, 0,66%, 1,19%, 3,6% respectively) and statisti-
cally significant at 1 per cent level. The market reaction to the deals initiated by Russian companies
is negative and statistically significant at 10 per cent level. Since the sample includes only seven
deals, it doesn’t allow us to make any conclusion about the performance of M&A deals in Russia.
CARs for the entire sample are also positive (0,9%) and statistically significant at 1 per cent level.

Our results also indicate that the main determinants of M&A performance are method of payment,
deal size, number of previous acquisitions made by the acquirer prior to the current transaction,
acquirer’s intellectual capital and the difference in countries development.

Key words: mergers and acquisitions, financial sector, abnormal returns, emerging capital markets

JEL: G14, G21, G34

References

1.  Amihud Y., Lev B., Travlos N.G. Corporate control and the choice of investment financing: the case
of corporate acquisitions. Journal of Finance, 1990, 47(2), pp. 1605-1621.

2. Asimakopoulos I., Panayiotis P. Revisiting the merger and acquisition performance of European
banks. International Review of Financial Analysis, 2013, 29, pp. 237-249.

3. Bartholdy J., Olson D., Pear P. Conducting event studies on a small stock exchange. The European
Journal of Finance, 2005, 13(3), pp. 227-252.



2013 © KOPNOPATUBHbBIE ®PUHAHCbHI, 2013

HOBbIE UCCNEAOBAHUA

BbIMYCK Neg(28),

KOPMOPATUBHbIE PUHAHCDI
J. OF CORPORATE FINANCE RESEARCH

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

Becher D.A. The valuation effects of bank mergers. Journal of Corporate Finance, 1999, 6, pp. 189-214.

Beitel P., Schiereck D., Wahrenburg M. Explaining M&A-success in European banks. European
Financial Management, 2004, 10(1), pp. 109-140.

Beltratti A., Paladino G. Is M&A differentduring a crisis? Evidence from the European banking
sector. Journal of Banking & Finance, 2013, 37, pp. 5394-5405.

Brewer E.I., Jackson W.E.I., Jagtiani J.A., Nguyen T. The price of bank mergers in the 1990s. Federal
Reserve Bank of Chicago, Economic Perspectives, 2000, 1st quarter, pp. 2—23.

Campbell R., Ghosh C., Sirmans C.F. The information content of method of payment in mergers:
evidence from real estate investment trusts (REITs). Real Estate Economics, 2001, 29(3), pp. 361-87.

Chirkova E.V., Chuvstvitina E.V. Reaktsiia rynka na obyiavlenie o priobretenii kompanii otkrytogo
i zakrytogo tipov [Market reaction to accouncements regarding acquisitions of public and private
companies]. Korporativnye finansy [Corporate finance], 2011, Ne 3(19), pp. 30-43. Availiable at:
http://cfjournal.hse.ru/data/2011/11/07/1272278422/ CFJ19_30 43 Ywuproa_ YysctBuna .pdf.

Cornett M.M., Hovakimian G., Palia D., Tehranian H. The impact of the manager-shareholder
conflict on acquiring bank returns. Boston College, Working paper, 2000.

Cybo-Ottone A., Murgia M. Mergers and shareholder wealth in European banking. Journal of
Banking and Finance, 2000, 24, pp. 831-859.

DeLong G.L. Stockholder gains from focusing versus diversifying bank mergers. Journal of Financial
Economics, 2001, 59, pp. 221-252.

Dolley J.C. Characteristics and procedure of common stock split-ups. Harvard Business Review,
1933, 11, pp. 316-326.

Fama E.F. The Adjustment of stock prices to new information. International Economic Review,
1969, 10(1), pp. 1-21.

Fritsch M., Gleisner F., Holzhduser M. Bank M&A in Central and Eastern Europe. Goethe University
Frankfurt, Working paper, 2007.

Goddard J., Molyneux P., Zhou T. Bank mergers and acquisitions in emerging markets: evidence
from Asia and Latin America. The European Journal of Finance, 2012, 18(5), pp. 419-438.

Grigor’eva S.A. Effektivnost’ strategii diversifikatsii kompanii na razvivaiushchikhsia rynkakh
kapitala. Korporativnye finansovye resheniia. Empiricheskii analiz rossiiskikh kompanii [Efficiency
of corporate diversification strategy in emerging capital markets. Corporate financial decisions.
Empirical analysis of Russian companies]. Under the scientific editorship of 1.V. Ivashkovskaia.
Moscow, Infra-M, 2011, pp. 80-112.

Grigor’eva S.A., Troitskii P.V. Vliianie sliianii i pogloshchenii na operatsionnuiu effektivnost’
kompanii na razvivaiushchikhsia rynkakh kapitala [Influence of mergers and acquisitions on
operational efficiency of companies in emerging capital markets]. Korporativnye finansy [Corporate
finance],2012,Ne3(23), pp. 31-43. Available at: http://cfjournal.hse.ru/data/2012/12/19/1303679984/
cfj23 31 43 Grigorieva_Troitsky .pdf.

Houston J., Ryngaert M. The overall gains from large bank mergers. Journal of Banking and Finance,
1994, 18, pp. 1155-1176.

Kaplan S., Weisbach. M. The success of acquisitions: Evidence from divestitures. Journal of Finance,
1992, 47, pp. 107-138.

Khanna T., Palepu K. Why focused strategies may be wrong for emerging markets. Harvard Business
Review, 1997, pp. 41-51.

Kirchhoff M. Market valuation of real estate finance mergers: a note. Journal of Property Investment
& Finance, 2006, 24 (1), pp. 79-86.

Kiymaz H., College R. Cross-border mergers and acquisitions and country risk ratings: Evidence
from U.S. financials. The International Journal of Business and Finance Research, 2013, 7(1), pp.
17-29.

Lensink R., Maslennikova I. Value performance of European bank acquisitions. Applied Financial
Economics, 2008, 18, pp. 185-198.

Liao A, Williams J. Do win-win outcomes exist? A study of cross-border M&A transactions in



2013 © KOPNOPATUBHbBIE ®PUHAHCbHI, 2013

HOBbIE UCCNEAOBAHUA

BbINYCK No4(28),

KOPMNOPATUBHbIE PUHAHCDI
J. OF CORPORATE FINANCE RESEARCH

26.

27.

28.

29.

30.

31.

32.
33.

34.
35.

emerging markets. Comparative Economic Studies, 2008, 50, pp. 274-296.

Liargovas P. The Impact of mergers and acquisitions on the performance of the Greek banking sector:
An event study approach. Intemational Joumal of Economics and Finance, 2011, 3(2), pp. 89—-100.

Mal., PaganJ.A., ChuY. Wealth effects of bank mergers and acquisitions in Asian emerging markets.
The Journal of Applied Business Research, 2012, 28(1), pp. 47-58.

MacKinlay A.C. Event studies in economics and finance. Journal of Economic Literature, 1997, 35,
pp. 13-39.

Maynes E., Rumsey J. Conducting event studies with thinly traded stocks. Journal of Banking and
Finance, 1993, 17, pp. 145-157.

Myers S., Majluf N. Corporate financing and investment decisions when firms have information that
investors do not have. Journal of Financial Economics, 1984, 13, pp. 187-221.

Partin .M. Zavisimost’ otsenki stoimosti kompanii v sdelke M&A ot tipa kompanii-pokupatelia
[Dependence of corporate valuation in M&A mergers on the type of acquiring companies].
Korporativnye finansy [Corporate finance], 2012, Ne 2(22), pp. 24-33. Available at: http://cfjournal.
hse.ru/data/2012/09/04/1243185408/cfj22 24 33 Partin_.pdf.

Roll R. The hubris hypothesis of corporate takeovers. Journal of Business, 1986, 59, pp. 197-216.

Schmautzer D. Cross-border bank mergers: Who gains and why? University of Muenster, Working
Paper, 2006.

Stewart T.A. Intellectual capital. Bantam Doubleday Dell Publishing Group, New York, 1997.

Toyne M.F., Tripp J.D. Interstate bank mergers and their impact on shareholder returns: evidence
from the 1990s. Quarterly Journal of Business and Economics, 1998, 37, pp. 48-58.



