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Abstract

Purpose –The paper investigates the market performance of strategic acquisitions for growth in the fifth and
sixthmerger waves and outlines the major determinants that affect the performance of acquiring companies in
these most complex and most challenging corporate transactions.
Design/methodology/approach –To perform the quantitative analysis a unique data sample was built out
of acquisitions performed in the 5th and 6th merger waves with an only single purpose – strategic growth.
Their performance was first analyzed using themethod of market-based event study. In addition, the impact of
several non-accounting determinants identified through a thorough literature review was tested using
univariate/multivariate regression analysis.
Findings – The new findings of the study state that strategic acquisitions for growth created more value for
acquiring companies if they were completed internationally and involved an acquisition of a middle-sized
company. Moreover, the acquisition of targets in the less related industries (2-SIC) led to stronger performance
of acquirers, especially in the international settings.
Research limitations/implications – The study suggests additional directions for future research. The
future analysis can investigate the post-merger acquisition performance of strategic acquirers and can focus on
additional financial (accounting) determinants in the evaluation of performance. This perspective can not only
address the limitations imposed by the assumption of efficient capital markets but also provide additional
insights.
Practical implications –The results of current study have important implications for executives performing
M&A for growth. They show that the market reaction to M&A announcement can be at least partially
anticipated and help managers to plan their strategic moves based on a defined set of variables.
Social implications – The study contributes to the sustainable, value-creating growth dynamics and
encourages Executives to “lead for value.”
Originality/value – (1) In contrast to the existing studies that do not differentiate between the transaction
rationale in their analysis, this paper focuses explicitly only on those acquisitions that have strategic growth as
their primary objective and responses therefore, to the problem stated by Halpern (1983). This approach helps
to mitigate the distortion of results and make a reliable assessment of the strategic move. (2) The results of
quantitative analysis also outline that acquisition of mid-sized targets and larger degree of diversification
(2-SIC, international focus) code were associated with higher value creation.
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1. Introduction
The topic of corporate M&A has experienced a prolific research throughout last decades
(e.g., Kaneko et al., 2020; Tao et al., 2019; Arikan and Stulz, 2016; Campbell et al., 2016; Demijan
et al., 2015). Indeed, the high interest of academia can be explained by a steep return of the
corporate world to merger activity in the last years and increasing volume of transactions.
At the same time, numerous empirical financial studies (e.g., Wangerin, 2019; Malmendier et al.,
2018; Mortal and Schill, 2015; Di Guili, 2013; Alexandris et al., 2012;Martynova and Renneboog,
2011) and newly developed theories (Arikan and Stulz, 2016; Martin, 2016; Hackbarth and
Morellac, 2008; Margsiri et al., 2008) try to describe and to analyze the rationale behindmergers
and their performance, contribute to better understanding of different corporate strategies but
provide rather vague results. It is not surprisingly that some researchers claim that the field of
M&Adevelops into a “theory of single cases” (Halpern, 1983) rather than organized knowledge
on how to grow externally. The only fact that remains stable is that M&A is often the most
effective way to grow a company. This trend strengthens with the increasing size of the firm –
the larger companies get, the more they rely onM&A to grow (Rehm et al., 2012). As a result of
response to the increasing expectations of shareholders and fast-changing environment, the
complexity, goals and focus of corporate deals are also changing. So, the most of transactions
announced over the last years relied on growth and enhancement of strategic advantage,
compared to restructuring and seizing cost synergies. Innovation, disruption and the need for
growth were also the major contributors to the M&A activity in 2019. Simultaneously, the
awareness of CEOs of transaction performance has increased. Most of them focus on the
revision of business structure and additional value created and prefer quality to quantity,
improving their discipline in creating value (JPMorgan, 2019; Cogman, 2014).

Despite this remarkable growth in value and transaction activity, the empirical research
provides almost no evidence on strategic transactions – the existing academic studies analyze
M&A performance without differentiating between the rationales for the deal. Recent most
influential empirical studies focused on the analysis of the transaction in the fifth merger wave
(e.g., Martynova and Renneboog, 2011; Alexandris et al., 2012, 2010; Dutta et al., 2013; Kori�can
et al., 2014). Itwas particularly characterized through international expansion andmotivated by
overvaluation of the acquirers and management overconfidence. As a result, it was marked by
overpayment and significant value destruction for the acquiring firms (e.g., Alexandris et al.,
2010). Also the analyses of the sixth merger wave report the value destruction on a large scale.
Higher cash balances and lower optimism of investors explain these results (Alexandris et al.,
2012). Further studies analyzing the recent development are devoted to the previous
collaboration of participants (He at al., 2020), the role of managerial incentives (Hillier et al.,
2020), structure of the board (Tao et al., 2019), industry development (Ahern andHarford, 2014),
Keil and Laamanen (2011) and the number of bidders (Akdogu, 2011). All of the mentioned
studies look, however, at transactions of a specific wave in general and focus on the analysis of
the trend without differentiating between the rationales behind the decision in favor of
acquisition, whichmay distort the results considerably (Halpern, 1983). The present paper aims
to address this shortcoming and investigates exclusively strategic acquisitions for growth.

The major purpose of this paper is to carry out the in-depth analysis of the value created
by acquiring companies participating in strategic acquisitions for growth. In my previous
publications I developed and explicitly outlined the major differences between this type of
transactions and other types, such as takeovers, restructuring acquisitions, etc. To achieve
my objective, I build a sample of strategic acquirers performing transactions worldwide
between 2000 and 2010 (fifth and sixth merger wave). I estimate abnormal returns of
acquiring companies around the transaction announcement and investigate the performance
determinants. To make this study comparable to the existing empirical capital market-based
studies in M&A, I focus only on non-financial (exogenous) determinants. I also examine the
differences in national and international transactions. In comparison to national acquisitions,
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which are mostly associated with assets growth or responses to industry shocks (e.g., Keil
and Laamanen, 2011; Kori�can et al., 2014), international transactions are expected to create
new business opportunities and are generally considered to be a strategic move (Danbolt and
Maciver, 2012; Francis et al., 2008). I investigate whether and to what extend the international
diversification influences the anticipated profitability of transaction.

The study contributes to the existing research in three ways. First, it addresses the most
urgent issue of strategic growth and concerns of Halpern (1983) and focuses solely on friendly
strategic acquisitions with the intent of growth, excluding any other aims for transaction
from the side of acquiring company. As a result, it helps better understand the impact of
chosen determinants on the success of growth strategy. Second, it contributes to the empirical
financial studies on mergers in the 5th and 6th merger waves and empirically investigates
and outlines the major non-financial value drivers of success in strategic transactions for
growth of this period. It also extends them through the analysis of difference in returns’
performance of acquirers in US and European markets, taking into consideration different
capital market- and corporate governance structures in both regions. Third, it contributes to
the academic discussion about the role of international expansion in strategic growth and
shows whether exogenous (e.g., method of payment, focus, etc.) variables have different
impact on national and international acquirers. In the nutshell, it aims to give answers to
following questions: Does the performance of acquiring companies in strategic acquisitions
for growth differ from previous general studies? Can the impact of non-financial variables on
the transaction performance be empirically confirmed? What are the major factors
influencing the value created for the shareholders of acquiring companies?

The remainder of the paper is structured as following. Section 2 is devoted to the definition
of non-financial determinants in M&A and offers a short overview of the existent literature
and major drivers. Section 3 outlines shortly the data sample and methodology applied.
Section 4 presents the results of empirical analysis of overall performance of acquirers around
the day of announcement. Section 5 divides the data sample into sub-groups and analyzes
the impact of chosen variables on the investment reaction and stock returns of acquirers.
Section 6 shows the results of regression analysis. Section 7 concludes.

2. Value creation and major value drivers in strategic M&A
The existing empirical studies outline a variety of factors influencing the success of
transactions. Among themost important ones are usuallymentioned transaction currency, deal
size, strategic relatedness of transaction participants, economic factors, market structure,
number of competitors in the market, personal/psychological characteristics of CEO, etc.

Without doubt, the most influential and most widely analyzed determinant is method of
payment. The earlier studies (e.g., Ben-David et al., 2015; Martynova and Renneboog, 2011)
stated that transactions that are financed with cash showed superior or at least less negative
performance in both short- and long-term. This means of payment has remained the most
favorable also in the recent years, even though the latest academic studies highlight the
changing trends in the transaction currency and the increasing number of mixed deals.
According to Boone et al. (2014), the fraction of mixed payments has tripled since 2000 from
10% to 30%, while fraction of stock payments was around 60%before the turn of the century
and has decreased to less than 20% during the last decade. The cash payments contributed
less than 25% in 1990s but have doubled to more than 50% in the recent years. Huang et al.
(2016) investigate the changes in M&A payment trends in cross-border transactions and also
confirm that the usage of cash as transaction currency has significantly decreased, which
helps the acquirers to avoid overpayment but at the same time, leads to a lower probability of
deal completion.

Another important determinant is the size of transaction. Acquirers of smaller targets do
not only spend less, they also create more value. So, Bayazitova et al. (2012) states that large
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acquisitions are mostly driven by the managerial motives and weak corporate governance
and therefore destroy more value than they create. Another statement with concern of the
target size is increased complexity of the combined company and difficulty to achieve
planned synergies (Alexandries et al., 2012). This is also confirmed by empirical studies.
Oswal and Goel (2020), outline a strong negative relationship between the deal size in terms of
price paid and bidder’s returns around the announcement of transaction and in the days
following it. Dell’Acqua et al. (2018) confirm these findings for both developed and emerging
markets outlining a significant positive relationship between relative size of bidder and target
and abnormal returns of acquiring company.

The decision about the industrial and geographic diversification or focus, or relatedness,
has an important impact on the overall performance of acquiring company as well. The
resource-based theory of the firm presents the “relatedness hypothesis,” saying that M&A
between strategically related firms create the highest returns for the acquiring company
because the participants are able to achieve higher synergies. Focused transactions are
generally priced better than industrial diversification and earn higher returns also in the long-
run. Meggison et al. (2004), state that focus-decreasing (FD) mergers result in significantly
negative long-term performance, presented through over 18% loss in stockholders’ wealth
and 9% loss in value as well as significant declines in operating cash flows in the post-merger
years. Lim and Lee (2016) investigate the effect of industry relatedness on cross-border
acquisition completion and conclude that transactions with higher degree of relatedness
between acquiring and target company lead to more success. Cefis et al. (2020) outline,
however, the curvilinear inverted – U relationship between the relatedness and
post-acquisition operating performance. Internal R&D experience of acquirers and size of
target help to achieve the right balance between the novelty and exploitation of synergies.
However, a strong deviation from an optimal level of relatedness leads to increased rigidity
and poorer performance. International diversification is one of the essential decisions to be
made in strategic acquisitions for growth. It is clear that companies pursuing international
growth strategy encounter often a variety of challenges, for instance, differences in financial,
accounting, legal systems (Bris and Cabolis, 2008) as well as cultural and language
differences (Weber et al., 2011). However, although cross-border acquisitions are likely to be
more costly and complex to execute, Danbolt andMaciver (2012) claim that abnormal returns
of both targets and bidders are significantly higher in cross-border transactions compared to
domestic ones. In their study of UK companies, the authors identified the cross-border effect
of 10.1% points for targets and 1.5% points for bidders. Adnan (2018) compared the short-
term abnormal returns for national and international transactions performed by UK
companies. The research results show that domestic acquirers earned significant positive
returns around the announcement, however, their post-event performance turned negative.
International transactions experienced slightly positive returns around the announcement,
which improved even further in the post-event period although the results were insignificant.

Overall macroeconomic conditions influence strongly the performance of bidding
companies. The neoclassical economic theory says that any external shock – economic,
technical or regulatory – can transform the industries and lead to the creation of merger
waves (Harford, 2005). In the economically weak years strong companies use the opportunity
to strengthen their position through M&A. The relationship between the macroeconomic
variables andmerger activity is described for instance byMadura et al. (2012), who claim that
industry growth and capital liquidity affect the demand for target firms and explain the
variation in takeover premiums. Cerrato et al. (2016), investigate how the economic crisis
influences the merger activity in Italy in the period 2007–2010. Their results show that
economic downturn leads to a lower number of non-related and cross-border acquisitions.
Firms prefer to focus on their core business and do not diversify in new geographical and
industrial markets. Nevertheless, the authors claim that cross-border acquisition have a

EJMBE
30,3

360



positive impact on short-term accounting performance of acquirers, even though it is weaker
than in non-crisis times.

If someone investigates the capital market reaction to M&A, it is logically to assume that
specifics of capital market in different countries themselves can cause differences in market
reaction toM&A transactions. Bagella et al. (2005), present the differences between European
and US financial markets. Differences in risk, dividend policies, and expected growth rates
influence the investors’ sentiment and their expectations about the transaction in different
ways. Active investors in US market are usually well-informed and build their expectations
based on the fundamental values of the firm, which they are able to calculate and to identify
whether the stock is over- or undervalued. At the same time, in less developed andmore risky
markets with lack of prohibition on insider trading and limited availability of mutual funds,
investors are less informed and show the behavior of “noise, liquidity or near-rational”
traders. A large number of institutional investors and activists increase the transparency of
US/UK markets and lead to the conclusions that they are better informed and can assess the
M&A strategy of bidding company easier.

Apart from economic variables, there are a number of other factors that can play an
important role in M&A performance. Akdogu (2011), outlines the importance of competitions
among bidders and their number for the agreeing on transaction premium – the acquirers do
often overpay, just in order not to lose a valuable target to competitors. It is intuitively
understandable that the bids with less bidding companies earn, as a result, significantly higher
returns and experience better performance (Magi Tarasovich, 2014). Another factor is based on
the behavioral considerations. Ferris et al. (2013), show that CEO overconfidence is an
important determinant in the evaluation of M&A activity and influence the number of offers
made, frequencies of diversifying and non-diversifying transactions and method of payment.

The outlined factors are the result of general analysis of multiple empirical financial
studies and do not always prevail in all data samples analyzed. The impact of these factors on
the performance of strategic acquisitions has not been analyzed so far and is a major goal of
this paper. Based on the results from previous academic studies, I have chosen six most
important variables (structure of capital markets, macroeconomic situation, international
diversification, size of transaction, method of payment, industrial diversification) to test their
significance for the value creation by acquiring firms in strategic acquisitions for growth.
With the focus on the unlocking value in the transaction, I look exclusively at a set of
economic factors and those that are under management control. A short summary of the key
exogenous determinants analyzed in the paper is presented in Table 1.

The major research questions of this study are: do non-financial variables impact the
performance of strategic transactions and can this impact be empirically confirmed?What are
the major factors influencing the value creation of the shareholders of acquiring companies?

3. Data sample and methodology applied
The data sample of strategic acquisitions for growth was built using Thomson Reuters One
Banker SDC, Bloomberg and Lexis/Nexis databases and includes international public
companies that undertook at least one transaction with strategic growth intent (as verified by
Thomson Reuters One and MergerStat) in the period from 2000 till 2010 and whose financial
data was available in Worldscope and DataStream database. The data sample includes the
transactions from 5th and 6th merger waves for two major reasons. First, these two merger
waves were characterized by strong focus on growth, which perfectly suits the goal of the
paper. Second, this period is well studied in the literature, which allows good comparison of
results with previous studies. The identified acquisitions were completed both nationally and
internationally and include all industries apart from financial services and real estate. None of
the target was acquired in a hostile way.
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Factor Key empirical findings Example of studies

Means of payment Cash acquirers earn better returns
than stock acquirers

Martynova and Renneboog (2011): bidders
who pay in cash or use at least mixed means
of payment earn higher abnormal returns.
Targets whichwere paid in cash experienced
higher increase in share price
Ben-David et al. (2015): strongly mis- or
overvalued acquirers are significantly more
likely to use stock financing. These deals
earn lower long-run stock returns and long-
run operating performance compared to cash
acquirers

Size of transaction Acquirers of smaller targets create
more value

Bayazitova et al. (2012) : mega-mergers
destroy value for acquirers. Value
destruction is driven by managerial motives
and weak corporate governance
Dell’Acqua et al. (2018): there is a significant
positive relationship between the relative
size of bidder and target and abnormal
returns of acquiring company in both
developed and emerging countries

Industrial focus/
diversification

Focused acquirers earn in the long-
run higher returns

Lim and Lee (2016): transactions with higher
degree of relatedness between acquiring and
target company lead to more success in
cross-border acquisitions
Cefis et al. (2020): unrelated acquisition can
enhance post-acquisition innovative
performance up to a certain point (curvilinear
inverted -U relationship), but after that point
it leads to rigidities

Geographical
diversification

Cross-border acquisitions create more
value

Danbolt and Maciver (2012): abnormal
returns of both targets and bidders are
significantly higher in cross-border
transactions compared to domestic ones
Adnan (2018): international acquirers
experience positive returns around the
announcement and improve this
performance in the post-event period

Macroeconomic
situation

Macroeconomic shocks drive merger
waves and influence transaction
terms

Madura et al. (2012): macroeconomic factors
(industry growth and capital liquidity)
influence demand for target firms and
explain the variation in takeover premiums
over time
Cerrato et al. (2016): economic downturn
leads to a lower number of non-related and
cross-border acquisitions

Capital market
structure

Specifics of capital market cause
differences in market reaction to
M&A transactions

Bagella et al. (2005): differences in risk,
dividend policies, and expected growth rates
influence the investors’ sentiment and their
expectations to the transaction
Martynova and Renneboog (2011): the
authors outline the necessity to evaluate
separately the UK and Continental Europe
transactions due to capital market specifics

Table 1.
Overview of the major
determinants
presented in the recent
literature
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To measure market reaction on the announcement a standard event-study methodology was
applied. Following the market-adjusted approach for daily returns (Brown and Warner,
1980), the pre-announcement shareholder returns were calculated for the estimation period
starting 181 trading days and ending 20 days before the announcement. All OLS-regression
models were controlled for autocorrelation using the Durbin–Watson statistic and
multi-collinearity using tolerances intervals for individual variables. The expected returns
were approximated by the use of returns of the proxy market portfolio (Rmt) on each event
day t. The market portfolio selection took into account the geographical distribution of the
firms and the individual stock price performance was measured in comparison to the most
appropriate principal local index. For calculation of Rmt, national Morgan Stanley Capital
International (“MSCI”) Standard Market Index for each security was used as the market
return proxy for acquirers in the sample. Following the study of Cybo-Ottone and Murgia
(2000), also the DataStream Regional Industrial Index was applied, however, the results did
not show any significant differences in calculated returns except of companies from energy
sector, where it was used as a major return proxy. The event date is the day the public is first
informed of the transaction, according to Thomson One SDC. These dates were also
crosschecked using the MergerStat database.

The abnormal returns of stock around the announcement are calculated as a difference
between the expected stock return Rjt and actual stock return Rit in each day in the event
window as shown in the following formula:

ARjt ¼ Rjt � Ri (1)

where

ARjt 5 abnormal return of security j on the day t

Rjt 5 expected return, calculated using OLS regression

Rit 5 actual returns

To take into consideration the cross-sectional dependence as well as event clustering and an
increase in variance over the event period in the next step, excess returns were standardized
and afterwards tested bymeans of an adjusted z-statistic according to the method introduced
by Mikkelson and Partch (1986). The actual standardized abnormal returns were calculated
for each of the firms in the sample for every day during the event window.

To make results comparable to other event studies the cumulative abnormal returns were
computed for different event-windows within (�10;10) interval and presented for both a
short-term event window of two days (0;1) and a longer one (�1;10). The longer post-event
windows are used to adjust the results for possible time lags in the capital markets and
delayed market reaction to the transaction announcement. The average abnormal return for
event day t and cumulative abnormal returns for event windowTwere calculated as follows:

ARt ¼ 1

N

XN

i¼1

ARit (2)

where

ARt 5 average abnormal returns on the day t (t is a day in the event window)

N 5 number of analyzed securities

t 5 point of time to analyze, t T

ARit 5 abnormal returns of a security i on the day t (t is a day in the event window)
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Cumulative abnormal returns (CAR) for any interval (t1; t2) during the event window T were
calculated as follows:

CAR½t1 ;t2 � ¼
Xt2

t¼t1

ARt (3)

where

CAR½t1;t2�5 cumulative average abnormal returns in the period (t1,t2)

t 5 point of time to analyze, t ∉T

ARjt 5 average abnormal returns on the day t (t is a day in the event window)

Tests of statistical significance are based on standardized prediction errors, similar to the
method applied by Ismail and Davidson (2005). In order to assess whether the means of two
paired subsamples X and Y within the univariate analysis of various determinants of
transaction success are statistically different from each other, t-statistics followingBeitel et al.
(2004), were used. Under the null hypothesis that there are no differences in the abnormal
returns between the analyzed subsamples, t-statistics follow a student-t distribution. As this
study is focused on the evaluation of the performance of acquiring companies, no abnormal
returns for the shareholders of the target companies were calculated and no conclusion was
drawn on the combined creation and distribution of shareholder value in the transactions.

In addition to calculation of abnormal returns, I perform the univariate analysis with
mean-difference test and relate the abnormal returns of acquiring companies to the chosen
variables investigating their impact on the acquirers’ abnormal returns. For this reason,
I divide the entire data sample into several sub-samples according to the key determinants
identified in the previous section, which are then analyzed individually and compared to each
other. Additionally to the entire data sample, the analyses were performed for national and
international acquirers separately. Following sections describe the results.

4. Results of the capital market based event study
The cumulative abnormal returns (CAR) for shareholders of acquiring companies for the
entire data sample are presented in Table 2. Consistent with the majority of previous studies,
shareholders of acquiring companies in strategic acquisitions for growth suffered negative
returns on the announcement day aswell as in the short period of time around it. The negative
market reaction remains constant through all the analyzed time intervals, however the losses
are the largest on the announcement day and in the shortest eventwindow (�1;1). The CAR of
acquiring companies in these intervals are �0.757% and �0.515% respectively. Although
there are some acquirers who experienced positive market reaction, the number of those with
negative share price development is relatively higher for all event windows, with the largest
difference between the positive and negative results on the day of announcement with 36 and
65 acquirers respectively.

While on the announcement day the majority of acquiring companies generated
significant negative returns, in the event window (�1;1) this number improves slightly and is
reflected in higher values of CAR. Nevertheless, the number of acquirers with negative CAR
remains almost two-third of the total data sample. At the same time, the CAR for the event
period (�1;1) are largely scattered, varying in a broad range from �5.17% to þ4.56%.
Figure 1 illustrates the distribution of CARs for the event window (�1;1).

The positive cumulative abnormal returns are distributed between the maximum value
of þ4.560% and the minimum value of þ0.014%. The mean is almost twice as high as the
median, which suggests a strong difference in values at the upper- and lower end. The value
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for standard deviation is indeed relatively high with 1.075%. Similar results can be found for
the negative values. The lowest value is �5.172%, while the maximum value is �0.008%.
The mean and median values here are however much closer, although standard deviation
remains pretty high with 1.281%. Figure 1 outlines that positive values for CAR are almost
evenly divided through the analyzed merger waves in the time period from 2000 to 2010.

The statistical distribution of cumulative abnormal returns for the short (0;1) and a long
(�1;10) event window are presented in Table 3.

Although the number of acquiring companies that earned positive and negative CAR in
these both event windows is equal, the CAR improved in the longer event window with the
values of �0.608% and �0.278%, respectively, which are significant at 1% level. The
numbers confirm that the standard deviation in the event-window (�1;10) is lower and

Event window CAR(%) Pos. (N) Neg. (N) Z-statistics p-value

Panel A: Before the announcement
(�10;�1) �0.077 52 49 �0.772 0.22006
(�5;�1) �0.110 50 51 �1.108 0.13393
(�3;�1) �0.052 50 51 �0.521 0.30118

Panel B: On the day of announcement
(0;0) �0.757*** 36 65 �7.610 <0.00000
(0;1) �0.608*** 43 58 �6.111 <0.00000

Panel C: After the announcement
(1;3) �0.068 52 49 �0.685 0.24667
(1;5) �0.013 54 47 �0.134 0.44670
(1;10) �0.055 47 54 �0.551 0.29081

Panel D: Around the announcement
(�10;10) �0.256*** 43 58 �2.573 0.01069
(�5;5) �0.312*** 41 60 �3.132 0.00175
(�3;3) �0.365*** 42 59 �3.666 0.00024
(�1;1) �0.515*** 41 60 �5.179 <0.00000

Note(s): This table shows the cumulative abnormal returns for 101 acquirers during the period from 2000 till
2010. Cumulative abnormal returns are calculated employing the standard market model, using an estimation
period of 180 trading days prior to the event window [�20, 20] and the Morgan Stanley Regional Industrial
Index to measure market returns. Reported t-statistic is based on the two-tailed t-test. *, ** and *** denote the
statistical significance at 10%, 5% and 1% level, respectively
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0,04

0,06
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Table 2.
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returns for different

event windows

Figure 1.
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Performance of
strategic
corporate

M&A

365



therefore the performance of acquiring companies is more homogenous compared to the
shortest event window (0;1).

Extending the length of the pre- and post-announcement periods yields less negative
returns. It is striking that the CAR have very close values in the event windows (�5;5) and
(�1;5) aswell as (�10;10) and (�1;10). Themost important changes in CARhappen on the day
of the announcement and the following day. CAR of the acquirers in the event windows
following the announcement with the values of�0.068% in (1;3) and�0.013% in (1;5) do not
differ significantly from 0. Similar results show CAR in the event windows before the
announcement. Looking at the performance of acquiring companies in the longer event
windows, it can be stated that it improves significantly, so in the event windows (�10;10) and
(�1;10) acquirers earn�0.256% and�0.278%, respectively. The difference in the number of
companies with positive versus negative returns is here the lowest with 43 vs. 58 acquirers
respectively.

These results support the semi-efficient market hypothesis and importance of considering
both a short-term event window and some additional days around the announcement for a
thorough evaluation of results. For this reason, univariate analysis of the abnormal returns
presents results for two different event-windows. First, for the shortest event widow (0;1),
where the CAR show statistically significant results and which is commonly used in the
financial studies, which allows comparison of results with the prior academic research, and
second, for (�1;10) in order to adjust for any lags in the market reaction. The consideration of
additional event windows did not bring any additional significant explanatory power. In case
there are noteworthy significant results for other event windows, they are mentioned in the
analysis explicitly.

5. Results of the analysis of different sub-samples
5.1 Geographical diversification vs. focus
To analyze the impact of geographical diversification, the sample was divided into two
groups according to their strategy and a binary variable was built to reflect whether a
transaction was national or international. Using this classification, 72 national and 29
international transactions were identified and examined. Table 4 reports the results for both
individual sub-samples, their mean-difference test and their statistics of significance.
Additional event-widows are shown to consider statistically significant results around the
announcement day and to reflect the development of CAR in the longer event-windows.

It is striking that acquirers pursuing national acquisitions underperformed acquirers
pursuing international acquisitions in the short period of time around the announcement day.
Their abnormal returns in short event windows do not significantly differentiate from zero.
For the event windows (�1;1) and (0;0) in the sample this difference in performance is almost
three times as large, with CAR of �0.650%/�0.182% and �0.904%/�0.393%, respectively.
While the t-statistic is significant for the results in all event windows that include the
announcement day for national acquirers, it is significant only for the event windows (0;0),

(N 5 101)
Event window (0;1) Event window (�1;10)

Positive CAR(%) Negative CAR(%) Positive CAR(%) Negative CAR(%)

N (absolute) 43 58 43 58
Maximum 6.443 �5.240 2.688 �3.749
Minimum 0.014 �0.015 0.008 �0.015
Mean 1.167 �1.924 0.753 �1,043
Median 0.644 �1.558 0.753 �0.964
Std. deviation 1.328 1.478 0.580 0.811

Table 3.
Statistical distribution
of CAR for the key
event windows
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(�5;�1) and (�3;�1) for international acquirers. This means that CAR of acquirers in
cross-border transactions increase when the information becomes public. In the event
windows following the announcement, CAR are even positive withþ0.047%andþ0.089% in
the event windows (1;3) and (1;5), respectively. The t-statistic for mean-difference test shows
statistically significant explanatory power for the event windows (0;0) and (0;1) at the 10 and
5% level, respectively. Following these findings, it can be concluded that in the time period
analyzed international expansion through strategic acquisition for growth was considered
more value-creating than acquisitions in the domestic market. However, with the extending
length of event windows, CAR for both national and international acquirers show almost
equal values with 0.275% and �0.265% in the event-window (�10;10), respectively. One
possible explanation of the strong underperformance of national acquirers in the short- and
middle-term event-windows is general developments in 5th–6thmerger waves. The acquirers
of this period focused on geographical diversification and believed that international deals
represent the best opportunity for business risk reduction and future growth. It is not
surprising that these strategies were also considered the best choice during the financial
crisis of 2008. These findings are in line with studies of Adnan (2018), Alexandris et al. (2010).

5.2 Structure of capital markets: US vs. Europe
Despite the high importance of international diversification and its strong impact on the
abnormal returns of acquirers, the home capital markets of bidders and their structure can
influence the abnormal returns around the acquisitions announcement. To analyze the
influence of this factor more thoroughly, the data sample was divided into two sub-samples
with 72 American acquirers (listed on NASDAQ or NYSE) and 25 European acquires (listed
on other exchanges inside Europe). The Japanese acquirers were excluded from this analysis.
CAR are summarized separately for two subgroups in different event-windows in Table 5.

The results show that on the announcement dayAmerican acquirers experienced twice as
high decrease in their share price compared to their European peers. These results remain
almost unchanged throughout all event- windows analyzed with only a slight improvement
in the long-term event windows (�10;10). CAR of European acquirers are �0.477% on the
announcement day (0), with�0.499% in the event window (�1;1) and�0.189% in the event
window (�10;10), showing the worst performance in the observed values only on the day of
announcement.

Contrary to that, the returns of American acquirers are the lowest on the day of
announcement and during the short-event windowwith�0.864% and�0.543% for (0;0) and
(�1;1), respectively but gradually improve with the length of the window and are �0.390%
and �0.299% for the event window (�3;3) and (�10;10), respectively. Compared to their
European peers, their values vary strongly with the length of event-window, representing the
reaction of investors on the new information that becomes available. Again, the days of the
announcement (0) and (0;1) have the largest impact on returns. All abnormal returns of
American acquirers in these short event-windows, including are statistically significant with
the highest significance level (1%) on the day of announcement and up to five days around it.
This indicates the difference in both the efficiency of capital markets and investors
sentiments.

Taking into consideration a strong difference between the reaction of shareholders on
national and international transactions, the impact of geographical diversification was also
tested separately for European and American acquirers. Both European and American
shareholders considered international diversification more value-creating. CAR of acquiring
companies for both markets are strongly negative for national transactions in two-day event
window (0;1) with�0.829% and�1.251% for US and Europeanmarkets, respectively. These
values, however, improve in both markets in longer event-windows and are positive in the
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event-windows before the acquisition announcement. The acquirers in international
transactions perform much better in the event window (0;1), showing the CAR of �0.062%
and�0.192% for US and European market, respectively. Their performance in both markets
improves strongly after the acquisition announcement, so in the event-window (1;5) the
values are positive withþ0.069% andþ0.101% for US and European markets, respectively.
Nevertheless, international acquirers in EU market strongly underperformed on the days
preceding the transaction announcement. The mean-difference test shows significant results
for American acquirers in the event-window (0;1) at 10% level.

5.3 Transaction volume
To analyze the difference in the abnormal returns of acquirers according to the transaction
volume, the entire data sample was divided into three groups – large transactions with
volume over US$5 billion, middle-sized transactions with volume US$1-5 billion and small
transactions with volume <US$1 billion. The summary of analysis is presented in Table 6.

The results show that acquirers of middle-sized targets created the largest value for
shareholders of acquiring companies. CAR for both short-term and long-term event-windows
are positive withþ0.066% andþ0.033%, respectively. The acquisitions of large targets were
the least value-creating. Here, CAR for the short-term event window (0;1) are strongly
negative with �1.708%. This number improves slightly in the long-term event-window
(�1;10) but still remains negative with�0.847%. The mean-difference test shows significant
results at 1% level.

The performance in large transactions remains negative for both national and
international acquirers, even though the national acquirers strongly underperform. Both
sub-groups earn negative CAR with �2.112% and �0.719% for the event window (0;1),
respectively. The returns of national acquirers stay significantly negative also in the long-
term event-window (�1;10) with �1.105%, which are significant at 1% level. The middle-
sized acquisitions bring insignificantly negative CAR of �0.053% for national acquirers in
the event window (0;1), but increase considerably in the long-term event-window (�1;10) to
the positive value of þ0.263%. CAR of the international acquirers show an opposite
development. The returns are positive in the event-window (0;1) with þ0.296% and
significantly negative in the event window (�1;10) with �0.411%. Small transactions bring
less value than mid-sized ones for both sub-samples. The returns are quite similar for the
event-window (0;1) with�0.441% and�0.421%, respectively and improve inconsiderably in
the event-window (�1;10) to �0.148% and �0.040%, respectively.

These results support the statement that investors react cautiously to large deals that are
mostly paid with stock and are often too complex to be managed properly and to realize the
synergies planned. Being a subject to overpayment, mega-deals are often understood by
investors as too risky to be successful and this reaction is reflected in the share price
development on the day of announcement. These findings are in line with Bayazitova et al.,
(2012), Dell’Acqua et al. (2018).

5.4 Method of payment
To analyze the impact of method of payment on value created for shareholders of acquiring
companies the data sample was divided into three groups according to the chosen form of
payment. The results are presented in Table 7 and show that for 56% of transactions in the
sample the major transaction currency was cash.

Among them, 42% were international deals. The lowest number of transactions in the
data sample was financed with stock (19%). The remaining acquirers (25%) decided in favor
of the combined method of payment. Almost all of them were firms pursuing national
acquisitions.
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From the results received I can conclude that in line with the existing research, acquirers who
paid for their transactions in cash strongly outperformed those who paid with stock or used
mixedmethod of payment. Their CAR in the event-window (0;1) were about four times higher
than those of the firms that paid with stock with �0.273% and �0.976%, respectively. The
acquirers of international targets experienced even slightly positive returns in the event-
window (0;1) with CAR of þ0.032%. For the event-window (�1;10) the results of national
acquirers are even better. Here, the cash-payers show the performance that is much better
than the performance of stock-payers with CAR ofþ0.022% and�0.699%, respectively. The
returns of international acquirers become slightly negative with �0.199%.

The acquirers using the combinedmethod of payment seem to create the least value and to
experience the lowest abnormal returns through both event-windows analyzed. Their CAR
for the entire data sample are�1,033% in the event-window (0;1) and are about seventy times
lower than CAR of cash-payers and slightly lower than those of stock-payers. In the
international acquisitions, mixed payments were valued better than stock payments. CAR for
the event-window (0;1) are �0.570% and �1.056%, respectively. For the event-window
(�1;10) the results improve slightly for national acquirers. Those who used the mixed
payment performed two times better than thosewho used stockwith�0.373%and�0.699%,
respectively. The mean-difference test is significant for the entire data sample in both event-
windows for the group cash-payers vs. stock-payers with the values of 10 and 5% level,
respectively. For the group cash-payers vs. combo-payers it shows significant results for the
event window (0;1) at 5% level. The mean-difference test for the national sub-group is also
significant at the 1% for the long-term event-window. These results strongly support the
finding of previous research (e.g., Boone et al., 2014; Ben-David et al., 2015) saying that
decision to pay in cash influences positively the reaction of investors for both national and
international deals.

5.5 Industrial diversification vs. focus
Contradictorily to the known statement that investors do not value conglomerate
acquisitions, the results of the analysis show that for the entire data sample acquisitions
of non-related targets destroy less value than acquisitions of related targets. CAR for the
entire data sample in the event -window (0;1) are�0.377% and�0.648%, respectively. These
results improve even further in the days following the announcement. So, for the event
window (�1;10) the returns areþ0.135% and�0.350%, respectively. However, these results
seem to be completely different for national and international acquirers. Table 8 summarizes
the key findings.

National acquirers of the national non-related targets underperformed in the event-
windows (0;1) compared to acquirers of related targets with �0.950% and �0.771%,
respectively and experienced the lowest CAR in the data sample in this event-window. The
values improve almost three times for the event-window (�1;10) for diversifying companies
that outperform their peers participating in related acquisitions. CAR for the event-window
(�1;10) are �0.067% and �0.308%, respectively. Contrarily, acquirers of international
non-related targets show the best positive CAR in both event-windows with þ0.768%
and þ0.540%, respectively. Therefore, they strongly outperform those acquirers who
purchase international targets in related industries. Here, the abnormal returns are negative
with the value of �0.333% for the event-window (0;1). The mean-difference test for
international sub-group is significant for both event-windows at 10% level. These findings
allow conclusion that future benefits from simultaneous geographic and industrial
diversification outweigh those proposed only by single synergy hypothesis. The number of
analyzed transactions is however too low to draw a general conclusion and requires further
investigation.
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However, taking a closer look at the related acquisitions and splitting them according to their
2, 3-, and 4-digit SIC-code relatedness brings slightly different results, which are summarized
in Table 9.

All panels show the worst performance for acquirers of closely related targets (4-digit SIC-
code relatedness). CAR for the entire sample are �0.950% and �0.601% for event windows
(0;1) and (�1;10), respectively. These results are the lowest for national acquirers with
�1.125% and �0.675%, respectively and significant at 1% level. In the international
transactions returns are similar, with �0.315% and �0.347% for event window (0;1) and
(�1;10), respectively. With the decreasing relatedness of transaction participants the
performance of acquiring companies improves constantly and is the best for the acquisitions
of 2-SIC targets with�0.511% for national andþ0.105% for international transactions in the
event-window (0;1). This trend remains for national acquirers in the event-window (�1;10),
where CAR increase to positive þ0.136% for the national acquirers but have an opposite
development for the international acquirers, where CAR deteriorate to�0.416%. The mean-
difference test shows significant results for national acquirers. These findings imply that
lower focus was generally associated by investors with higher value-creation, even though
this was realized by investors in the days following the announcement, especially for national
transactions.

5.6 Economic situation and merger waves
Taking into consideration strong economic changes during the analyzed period, the entire
data sample was divided into three time periods that represent different economic
circumstances and therefore expectations of investors. While the first sub-period (from 2000
till 2004) is the time of the fifth merger wave and the beginning of the sixth merger wave with
its peak in the mid-2000s, the second sub-period of the analysis (from 2005 till 2007)
represents the peak of the sixth merger wave and belongs to the time when deals had rather
modest positive effect for their shareholders with the dramatically higher P/E ratios of this

Event
window

Related (1) Non-related (2) Mean-difference test

CAR (%)
Z-statistic
(p-value) CAR (%)

Z-statistic
(p-value) (1)–(2) t-test p-value

Panel A: All Transactions
(0;1) �0.648*** �5.798 (>0.000) �0.377* �1.461 (0.072) �0.271 �1.040 0.301
(�1; 10) �0.350*** �4.159 (>0.000) 0.135 0.523 (0.700) �0.485*** �2.815 0.006
(N) (87) (14)

Panel B: National
(0;1) �0.771*** �5.891 (>0.000) �0.950*** �3.004 (0.001) 0.179 1.104 0.273
(�1;10) �0.308*** �3.447 (0.000) �0.067*** �2.642 (0.004) �0.241 �1.003 0.319
(N) (62) (10)

Panel C: international
(0;1) �0.333* �1.630 (0.052) 0.768 1.718 (0.957) �1.101* �1.730 0.095
(�1;10) �0.456*** �2.333 (0.010) 0.540 2.644 (0.996) �0.996* �1.729 0.095
(N) (25) (4)

Note(s): The Table shows the standardized cumulative abnormal returns of acquiring companies according to
the industrial diversification. The CARs are calculated employing the standard market model, using an
estimation period of 181 trading days prior to the event window (�20;20) and Morgan Stanley Regional
industrial index tomeasuremarket returns. The reported t-statistic is based on the two-tailed t-test, p-values are
presented in parentheses below the statistics-values. *denotes significance at 10% **denotes significance at 5%
***denotes significance at 1%

Table 8.
CAR according the
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period. However, both the fifth and the sixth merger waves are considered to be the “global
merger waves” when the key strategic reason for transactions was external growth. This
development was interrupted by the global economic crisis starting in 2008, which has
completely changed the existingM&A landscape. Due to the weak global economic situation,
profitability challenges and lack of financing the M&A activity decreased strongly. Only
those companies that had large amounts of cash available were able to pursue further
acquisitions. Theywere thewinners of crisis thatmanaged to grow under the tough economic
conditions and to expand their business on favorable terms. The period 2008–2010 is the third
sub-sample in the analysis. The results are summarized in Table 10.

Examining the cumulative abnormal returns of acquirers for the entire data sample
reveals that the end of the 5th and the beginning of the 6th wave was the period when the
acquiring companies performed best. Even though the entire sample experiences
negative returns of �0.397% in the short event-window (0;1), national acquirers could
achieve the highest results with returns of �0.031% in the event-window (�1;10). The
least value was created in the sixth merger wave as well as in the time of economic
recession following the financial crisis of 2008. In both time periods acquiring companies
suffered the worst results with significant abnormal returns of �0.626% and�1.293% in
the short event period (0;1), respectively. These findings are in line with Alexandris et al.
(2010) who report that despite the good economic conditions and decisive approach
of CEOs, the acquisitions of the 6th merger wave largely destroyed value. The end of the
5th and the beginning of the 6th wave were the period when acquiring companies
performed best.

Nevertheless, if I take a closer look into different sub-samples, I can recognize striking
differences between national and international acquirers. In the period of sixth merger wave
(between 2005 and 2007), national acquirers performed better in the longer event-window.
Here, CAR are �0.284% compared to the relatively worse performance of international
acquirers with �0.446%. For the short event-window however, international acquirers
outperformed national with CAR of�0.200% compared to�0.761% of national ones. In the
time period between 2008 and 2010 national acquirers earned the worst CAR in both event-
windows with �1.630% and �0.910%, respectively. The international acquirers however,
strongly outperformedwith positive results ofþ0.224%andþ0.484% for the event windows
(0;1) and (�1;10), respectively The number of companies in this sub-sample is however not
large enough to draw statistically significant conclusions. Additional analyses are needed to
analyze this relationship.

6. Results of regression analysis
6.1 Description of independent variables
The results of univariate analysis outline the difference in performance of acquiring
companies with different characteristics of transactions. The present section aims to reassess
these results through OLS-regression analysis as well as to explore which of the effect
documented in the previous section dominates in a multivariate framework.

The regression analysis focuses only on those factors that are under management
control and can be influenced/adjusted by executives. Method of payment, industrial and
international diversification are presented as binary dummy variables, the relative size of
target is a nominal variable calculated as a relationship between logarithm of total
acquirers assets and target assets one year prior to announcement. The proposed variables
adjust for high premiums paid which is included in the transaction volume and give more
precise information about the impact of size on abnormal returns of acquirers. The
definition of independent variables and results of correlation analysis are reported in
Tables 11 and 12.
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6.2 Results of OLS-regression analysis
I first analyze the impact of single variables on the cumulative abnormal returns of acquiring
companies for a short two- day-event-window (0;1) and a long (�1;10) event-window. The
results of analysis are summarized in Table 13.

Generally, the results of single regressions confirm the findings from the univariate
analysis. Two variables – method of payment and relative size of target to acquirer – show
statistically significant impact on the performance of acquirers. The F-statistic for the
method of payment is 4,628 with adjusted R2 of 3.50% and coefficient of 0.767, which are
statistically significant at 5% level. The results for the relative size are close to the first
variable, being statistically significant at 5% level with F-statistic equivalent to 4,464,
adjusted R2 of 3.40% and coefficient of �3,743. These results remain significant at 5% also
in a longer event-window (�1;10). The international diversification does not show strong
impact on the abnormal returns of acquirers in either of two analyzed event windows. The
results for both regressions remain insignificant with adjusted R2 of around 0%. The impact
of industrial diversification increases to a statistically significant level in a longer event
window (�1;10), where the regression values are 3,689 for F-statistic and 0.463 for coefficient
with significance at 10%. The results from a shorter event window remain negative with
adjusted R2 of 1.1%.

6.3 Results of multiple regression analysis
In the next step, I investigate which variables have the strongest impact in multivariate
contest. For this reason, I performmultivariate regression analysis. Taking into consideration
the correlation between international diversification and method of payment shown in
Table 13 and in order to rule out the possibility that the results are driven bymulticollinearity
amongst the control variables, I re-examine all the regression models excluding one of the
control variables at a time. The results of analysis are presented in Table 14.

Variable Abbreviation Definition

Method of payment METHODP Binary dummy variable with 1 5 for payment in cash and
0 5 stock or mixed method of payment

Industrial
diversification

INDDIV Binary dummy variable with 1 5 for non-related transactions (0
or 1- SIC are equivalent) and 0 5 related transactions (2 or more
SIC- numbers are equivalent

International
diversification

INTDIV Binary dummy variable with 1 5 for international transactions
and 0 5 for national transactions

Relative size of target to
acquirer

LN_RSIZE Absolute variable, calculated as a natural logarithm of
relationship of Total Assets (WC02999) of target divided through
Total Assets of acquirer

Method of
payment

Industrial
diversification LN_RelativeSize

International
diversification

Method of payment 0.122 �0.238 0.317
(Sign. 2-tailed) (0.223) (0.017) (0.001)
Industrial
diversification

�0.119 �0.051

(Sign. 2-tailed) (0.239) (0.614)
LN_RelativeSize �0.084
(Sign. 2-tailed) (0.407)

Table 11.
Description of
variables

Table 12.
Pearson correlation of
independent variables
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Overall, I can conclude thatmost of the results from themultivariate regression are consistent
with univariate analysis findings. Two variables – method of payment and relative size of
target to acquirer – remain statistically significant in all performed regressions as well as in
those when they are applied independently. The first regression model is statistically
significant at 5% level in the event window (0;1) with F-value of 2,852 and adjusted R2 of
5.30%. It has similar results also for the event-window (�1;10). The model that excludes
method of payment but contains international diversification is statistically significant at
10% with F-value of 2,376 and adjusted R2 of 4.00%. It shows also similar outcome in the
longer event-window of (�1;10). These findings stay therefore in line with the existing
academic research (e.g. Martynova/Renneboog, 2011; Bayazitova et al., 2012; Boone et al.,
2014). Industrial diversification, which shows no statistically significant results in the short
event-window (0;1) but has a stronger impact in a longer event-window (�1;10) with
coefficient of 0.433 and significance at 10% level, outlines the strategy of acquiring smaller
companies in the non-related industries. International diversification does not show
significant results in either of the regression models for analyzed event windows, despite
the difference in absolute numbers presented in the univariate analysis on the days around
the announcement.

7. Conclusions
The goal of this paper was to identify the key determinants and to analyze how they influence
the performance of acquiring companies participating in strategic acquisitions for growth
during the 5th and 6th merger waves. For this reason, I built a data sample that contains
purely strategic acquisitions for growth, identified six variables based on the literature
review and tested their contribution to value creation of acquirers, using event-studymethod,
comparative statistics with mean-difference tests and OLS-regression analysis.

Overall, the study shows systematic variations in performance of acquiring companies as
a result of impact of analyzed factors. In line with existing academic research, the acquirers in
the data sample earn negative abnormal returns around the transaction announcement. The
results are statistically significant for all event-windows around the announcement, but are
the lowest on the day of announcement and in the two-day event-window with�0.757% and
�0.608%, respectively. A number of non-financial variables show significantly explanatory
power in explaining these outcomes. Broadly, they can be distinguished between those that
are under management control and those that are not. Among the first group, the structure of
capital markets and economic situation around the acquisition influence the performance of
acquirers, which is in line with existing academic research. The US acquirers experience
stronger reaction of shareholders on deal announcement than EU companies, which
expresses the difference in corporate governance and strategies in both markets. These
results are similar to the findings of Martynova and Renneboog (2011), and extend the study.
The study also proves that macroeconomic situation around the announcement impacts the
acquirers’ value creation. Contrary to the Cerrate et al. (2016), however, the results show that
strategic acquisitions performed during the “challenging” years experienced positive
reaction of investors.

The study presents also a range of influential variables, which are under management
control. First, the study shows that investors react more positively to the international
diversification than national transactions. This certainly can be explained with the focus of
the 5th and 6th merger waves on geographical expansion as well as the fact that weak
economic situation in the USA and Europe during the financial crises in 2008–2010 pushed
acquirers to look for business opportunities abroad to diversify their risks. These findings
are in line with studies of Alexandris et al. (2012), Danbolt and Maciver (2012). Second
variable with statistically significant explanatory power is the method of payment. Those
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acquirers that paid for their acquisitions in cash performed significantly better than those
which paidwith stock. Contrary to Dutta et al. (2013), cashwas also themethod of payment in
80% of international transactions in the data sample. The acquirers in such transactions
achieved relatively better returns than in transactions paid in stock. These results strongly
support existing research (Martynova and Renneboog, 2011; Ben-David et al., 2015) and
confirm that decision to pay in cash influences positively the reaction of investors for both
national and international deals. Third, acquirers pursuing middle-sized transactions
outperformed their peers that participated in large- or small-sized transactions. These
results support the statement (Bayazitova et al., 2012) that investors react cautiously to the
large deals, which are mostly paid with stock and are often too complex to realize the
synergies planned. Being a subject to overpayment, mega-deals are often understood by
investors as too risky to be successful, which is reflected in the share price development on
the day of announcement. Another factor that has impact on investors’ reaction is
relatedness of acquirers and targets. Acquirers of less-related targets (2-SIC), especially in
international acquisitions, performed better. These results contradict the findings of Lim and
Lee (2016), however, should be evaluated with caution because of a small number of
international un-related transactions in the sample. Additional analysis of this determinant
can shed more light on its impact.

The results of current study have important implications for executives performingM&A
for growth. They show that the market reaction to M&A announcement can be at least
partially anticipated and help managers to plan their strategic moves based on a defined set
of variables. Even though the extend ofmarket reaction for European andUS companiesmay
differ, the impact of variables remains stable independently of the market structure. The
results outline that strong performance of acquirers before the acquisition expressed through
their ability to pay in cash, financial discipline (acquisition of medium-sized targets) and the
right degree of diversification can increase the value a firm creates through strategic
transactions. The ability to choose right variables and create the right strategic mix helps
executives make sound value-based decisions and improves overall value of acquiring
company.

The existing study suggest s additional directions for future research. The future analysis
can investigate the post-merger acquisition performance of strategic acquirers and focus on
additional financial (accounting) determinants in the evaluation of performance. This
perspective can not only address the limitations imposed by the assumption of efficient
capital markets, but also provide additional insights into the value creation dynamics.
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