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F) x10%, #x5%, #x1%froFEs  YER
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AAAGAIAE BB E7199] 4717 P A 2040 8L -29870] 3, HlThs)
/9 0802 AT IIYe FHEAFIE U £2S ¢ 5 9
o ek, AANFNAE Bt as e 4RsA g

2) A7V TS

[3% 5-8] Panel B9} Panel ColA 9} Zo] A7 dH 5
HAAAE oA AGRs sdatA vaastgdir|de] w4zl el 4
= depdal glom) m2aneh AAA G AN EE Fo% A
Lz Sl

ol Ay= W v 7S TUE 7Pt Levy and
Sarnat(1970)¢} Lewellen(1971)5¢] dA¢k= th& 2345 Holal o, vz &
el szt esle 7Id7kA e BAE 7Pt Jensen(1986), Berger and
Ofek(199%), &94 - A4 (1999), MHE - AL(2003)9] dAr8e sd3 23=
Holil it

9 Aol wEk tAste IS viatAst el wis) & § A4

1

o= ¥ e FAZASFIES A Aol M4 318 V174w,
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[% 58] THHaP71919) vl z19le) 7 A 2349 B(CAR)
Panel A : A AEY
= A EE g
1 gz [ Wgzs | oz | ddas | s | eoas
- (N=26) | (N=42) | (N=11) | (N=19) | (N=15) | (N=23)
0.047 0218 | -0074 | 0040 0.136 0.366
69~ -19
0849 | 0479 | 082 | 0789 | 0709 | (0512)
0367 | -0297 | 0423+ | -0079 | -0327 | -0477
+1¥9 ~ +6¢
0230) | (0399 | (0100) | (0552 | 0521 | (0.457)
T1102%% | 0483 | ~0.786% | -0243 | -1335 | -0689
119 ~+129
0.048) | (0218 | 0033 | (030D | 0.161) | (0.329)
1866+ | 0515 | 1250+ | -0577 | -2318+ | -0463
119 ~+249
0028 | 0376 | 0092 | 019 | 009 | 0.648)
007 | 0832 | -2111% | -0917 | -3630 | -0.762
19 ~+369
0027 | 0250 | 0090 | 0.146) | (01020 | (0533)
Panel B : EA7|YHEEE
75 AA) 51227 A
- q7s |z | gz [ gz | dzs [ egas
- (N=26) | (N=42) | (N=-11) | (N=19) | (N=15) | (N=23)
0183 | 0296 | -0146 | 019 | -0211 | 0379
62~ 19
0503) | 02400 | 0667 | 013D | (0616) | (0.404)
0503+ | 0055 | -0475+ | -00%5 | -0523 | 0129
+1¥9~ +6¢
0024) | 078 | 0076 | 0789 | 013D | (0.715)
0931 | 0027 | -0.845+ | -0107 | -0994% | 0038
119 ~+129
0007) | 0916) | 00200 | 0603 | (0.07) | (0.933)
1959 | 0325 | ~1560+ | 0501 | -2.251% | 0181
119~ +249
0002 | 0538 | 0039 | 0220 | ©.02) | (0.844)
3324wk | 0823 | 3160+ | 0804 | -3445% | -0.840
19 ~+369
©0001) | 0221) | 0016) | (0.156) | (0.019) | (0.469)
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Panel C : t}2}3} -

H|T2tsL7] 91 o] Afo] 4 (+19 ~+369 CAR)

A FA9) EPN=
TR
ohztatuaas | -3k | o wnas | gk | ohzhs) w3k
-1.59% -1.027 -1.275
AR | -2.937| -0.832 -2111(-0917 -3.630| -0.762
(0.115) (0.313) (0.211)
A7 2.309x 2,156 1.482
-3.324(-0.823 -3.160 | -0.804 3445 -0.840
ARy (0.024) (0.040) (0.147)
F) #10%, #5%, #ex1%FOAFES HER
<ad 52> vzst - HuAEr|de] rAxdedE adZ(AERY)
Panel A : 23] Panel B © I35
li;:: li;:: / \
o - iﬁil. \A—\M

-100% ‘l.'.‘“'— \ -100% \

-150% H -150% "‘“““‘

-200% \""- “200% —.%\
250% -'ﬁ.‘ 5 .\1

-350%

oz —u

-350%

o7y —Hog

Panel C : AA

1509

100%5

5025

0%

2a

-50%

10095

-1508s

—200%5

-250%6

-200%s

-350%

s

H| CpZr=}
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[ 5-9] Panel B&} Panel CZ A By FZAvA e AR 7| &
717 FAZRFES -15700) 2L t R TIHe] FA2AGT)ES -1.765(5 A
Aom FoatA gi)olrh ek AAgA M= +0.7103 -446(FAA SR
oghola AAAI G AE 05949 29665(FAHZ Foshan A7kA A% &
Fol A ARG FHxIFAE] o A YERaL Qv

AN iR

o2

do,

( _{r
2

[0 P

UElt Demsetz and Lehn(1985), Barber
and Stulz(2004), 717 21(2007) &< AT} sdgt AHE Holal 3l
9 AFAze] we} ARG drEEE I vE 3 = Ar|He

H
2 e PAZIRES AL Aolghis 744 326 A
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[ 5-9] 27571943} )7 271909) 42259 #(CAR)

Panel A : A 4E3

T A F2:9 SRS
712k AR | mR | AR | o | AR | o
0.115 0.191 -0.138 0.134 0.497 0.063
64~ -14

(0.755) (0.375) (0.554) (0.489) (0.429) (0.839)

0328 | 0976%x | -0166 | -0.244% | 0.783*x | —1.624%*
(0.149) (0.021) (0.435) (0.082) (0.028) (0.029)

+1¥9 ~ +6¢

0153 | -1.998#xx | 0519 | -0366% | 0.89sx | 2782k
(0.606) (0.004) (0.140) (0.079) (0.027) (0.004)

+19 ~+12€

0181 | 22445 | -1.148 -0.499 1.1 1 | =3.902%sx
(0.754) (0.003) (0.103) (0.153) (0.040) (0.003)

+19 ~+24¢

0034 | -3346%xx | -1717 | -0993* 1.735% | -5.524skx
(0.964) (0.003) (0.110) (0.076) (0.062) (0.004)

+149~+364

Panel B : SA7|4HEEE

T A 7.2:7) SR
713 AR | URE | 2FR | ¥R | 2R | g
0.167 0.058 0.014 0.126 0.59% -0.303
64~ -1¢
(05%9) | ©79) | (0953) | (0499 | (0220 | (0460
0.120 -0437++ | -0.141 -0.252 0496 | -0.753%*x*
18~ +64

(0.624) (0.011) (0.505) (0.100) (0.194) (0.014)

0029 | -0775%%x| -0370 | -0.385% 0.630 | ~1.368x
(0.925) (0.006) (0.245) (0.077) (0.149) (0.007)

H9~+129

-0.119 | -1.78L#xx | 0933 | -0.826%x* 0.795 | —2.7191 s
(0.832) (0.002) (0.171) (0.015) (0.282) (0.009)

+19 ~+24¢

-0.994 | 2960k | -1.570 | ~1.765%kx | 0.710 | ~4.446%x
(0.426) (0.000) (0.131) (0.009) (0.432) (0.003)

19~ +364
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Panel C : &7F5E - HiifE7194 9] 2pe]iEA(+1€9~+36¥ CAR)

A FA9) EPN=
T

TR TR tfb | SRR tw ([ RTE| R g
2.6600%%x -0.639 3.83

AR | 0.034 |-3.346 -1.717]-0.993 1.735 | -5.524
(0.010) (0.528) (0.000)
FA714 2.248%% 0.172 3.332sxx

~1-0.594 | -2.965 -1.570| -1.765 0.710 | -4.446
ARy (0.028) (0.865) (0.002)

) %10%, 5%, el %f- oSS LERY

<Y 53> 2FFE - YRS FH 2N E DA PR )

Panel A : 29 Panel B : 3~

300% 300%

200%

100%
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-400%

-500%

272 —ij72 178 —rjia

Panel C : AA

30025

200%6

10025

O \
-300% ~—
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-S500%:

—— CH =2
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[3 5-10] 7HAF719 2 77199 +4 22472 E(CAR)
Panel A : AR
¥ A s e
2 NE | ARF | AT | BEE | AE | AR
-0.155 0.460 -0.072 0.067 -0.134 0.684
64~ -1¥
(0.445) (0.214) (0.498) (0.813) 0.771) (0.229)
0.214 -0.862x -0.030 -0.380+ 0.535% -1.371*
+1¥9 ~ +6¢
(0.221) (0.056) (0.786) (0.091) (0.081) (0.082)
0.097 =1.542%%x | -0.167 | —0.718*x* 0.521 =2.409%
+19 ~+12¢
(0.644) (0.010) (0512) (0.020) (0.145) (0.018)
-0.072 =1.991 s -0.348 | -1.300s 0.956 =3.347+
+19 ~+24¢
(0.807) (0.029) (0471) (0.033) (0.178) (0.018)
-0.153 =3.159s: -0.678 | —2.032 1.131 =4.920%
+19 ~+36¢¥
(0.739) (0.013) (0.319) (0.040) (0.223) (0.014)
Panel B : 5471942528
A 51229 asg
12 ME | aar | x| aas | x| aas
0.035 0.190 0.087 0.053 0.163 0.129
69~ -1¥
(0.798) (0.589) (0.331) (0.853) (0.614) (0.818)
0.128 -0.445% 0.051 -(0.443 0.317 -0.574
19~ +64
(0.485) (0.060) (0.535) (0.063) (0.333) (0.132)
0.035 =0.781 s -0.048 | -0.708 0.280 -1.019%
+19~+12¢
(0.868) (0.030) (0.798) (0.029) (0.454) (0.082)
-0.293 =1.607 -0.230 —1.548s 0.335 =2.33 15
+19 ~+244
(0.340) (0.034) (0578) (0.014) (0.630) (0.041)
-0462 | -3.098kxx |  -0552 | —2.783%sk* 0.271 =4.0075%%
+19~+364¥
(0.274) (0.003) (0.293) (0.010) (0.752) (0.010)
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Panel C : 7F5= - 445719 <] 2ol A (+1€~+36¥ CAR)

A 123 EPN=
T
P e el K B o S B B Sl N e/ QR B e el B B e B e
2.339 1.218 3.01 2k
A8 | -0.153 | -3.159 -0.678|-2.032 1.131 |-4.920
(0.022) (0.233) (0.005)
A7 2.D22% 21125 26415
_ 10462 -3.098 -0.552 | -2.783 0.271 | -4.007
HERd (0.014) (0.044) (0.012)
F) #10%, #5%, w1%F5ES LHER

[ 5-11] ZHAF7193% 3957199 §927) 73235 F(CAR)

Panel A : A/ ZEY

iE: A7) 322 e

EE AAE | AF | RF | ARF | AT | AEF
04 | 015 | 0676 | -015 | -0019 | -0088 | 1172+
19| 0022 | 0620 | -0167 | 0007 | 0154 | 1149
29 | 008 | 056 | -019 | -0.162 | 0194 | 105
39| 0064 | 0515 | -0207 | 0222 | 0166 | 098
#9 | 0003 | 0134 | -0209 | -0289 | 0315 | 034
59| 0017 | 0136 | 0185 | 034 | 0337 | -0131
69 | 0061 | 018 | -0185 | 04 | 0437 | -0198
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Panel B : EA7|4HEEE

3 A 51223 ERE]

o ME | E | HE | E | omE | aaF
0€ 0.053 0.342 0.038 -0.078 0.195 0.543
+14 0.179 0.292 0.055 -0.183 0421 0.523
+24 0.171 0.164 0.048 -0.261 0417 0.352
+3¢ 0.162 0.138 0.083 -0.316 0.430 0.291
+44 0.233 0.034 0.119 -0.392 0.546 0.148
+5¢ 0.208 -0.005 0.102 -0.453 0.518 0.123
+6¢ 0.181 -0.103 0.089 -0.521 0.511 -0.031

)

#10%, 5%, =xx1%oFES UEMY
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200% 200%
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% T W-W
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[ 5-12] A5E el e FH7199 F4 234425 (CAR)
Panel A : AR
T A 12:3) GRS
713 dud | de dud | A dud | A%
0478 -0.172 0.114 -0.119 0.237 0.313
64~ -1¥
(0.178) (0.452) (0.680) (0.336) (0.554) (0.613)
-0.337 -0.311 -0.286 -0.124 0.091 -0.927
+1¥9 ~ +6¢
(0.430) (0.212) (0.197) (0.320) (0.864) (0.175)
-0.604 | -0.842+x | -0.602x -0.283 -0.241 -1.647+
+19~+12¢
(0.255) (0.026) (0.084) (0.174) (0.742) (0.055)
-0.943 “1.120%x | -1.285% -0.362 -0.499 -1.892%
+19 ~+24¢
(0.272) (0.016) (0.070) (0.267) (0.711) (0.051)
-1.745 | -1.568*x*x | —1.996% -0.714 1455 | -2.333%:x
+19 ~+36¥
(0.163) (0.007) (0.068) (0.152) (0.472) (0.040)
Panel B : BAI7|4HLEY
T A S AL
713t dud | de d54 | dv a4 | de
0.267 -0.042 0.272 -0.132 -0.066 0.359
69~ -1¢
(0.438) (0.781) (0.289) (0.352) (0.886) (0.427)
-0.117 -0.200 -0.243 -0.149 0.035 -0.292
19~ +69
(0.668) (0.124) (0.273) (0.279) (0.940) (0.172)
-0.325 | -0.420%x -0.427 -0.328 -0.251 -0.483
+1¥9~+12¢
(0.385) (0.035) (0.184) (0.123) (0.686) (0.166)
-0.862 -1.038%x -1.118 -0.660% -0.723 -1.273%
+19 ~+24¢
(0.215) (0.019) (0.101) (0.071) (0.526) (0.099)
“1.759% | —1.800%:x | -2.012% | —1.323%* -1.670 =2.066%*
+19~+36¥
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T3 SyHs 9 FARSELY] AR gs3Ad HAEE AAE
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ABSTRACT

An Empirical Study on the Long-run Performance
of M&A

Lee, Jung Haak
Major in Accounting
Dept. of Business Administration

Graduate School, Hansung University

This study tested the hypotheses regarding to long-run stock performance and
long-run financial performance of the firms that had M&A events between 2003
and 2006.

The long-run stock performance was measured by the cumulative abnormal
return(CAR) from the market-model and control firm approach model. Both
models resulted in negative CARs, therefore, the merging firms showed long-run
stock performance. Those firms which listed in both KOSPI and KOSDAQ
showed identical results, this results implied that there was no difference
between two markets.

To investigate the M&A firms’ long-run financial performance, this study
compared financial ratios of M&A firms with unconsolidated firms. As a result,
for three years’ activities for both groups, there was not any statistically
significant difference. The merging groups even showed a lower performance
than the unconsolidated company groups. Thus, there are no financially improved

performance of merging firms.
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This study investigated five hypotheses for M&A firms by using cumulative
abnormal returns.

First, to verify the hypothesis of conglomeration effect of M&A, this paper
compared the CARs between the M&A firms with conglomeration strategy and
M&A firms without conglomerate strategy. As a result, the M&A companies
without conglomerate strategy has the higher CARs, therefore the theory of
conglomeration effect was not valid in the Korean market.

Second, to investigate the hypothesis of size effect, this study compared CARs
with the small sized M&A firms and large ones. The test showed that CARs of
small firms have higher than the large one, so that the theory of the size effect
was proved to be valid.

Third, this study also compared CARs with value-stock firms with the
glamour-stock firms in order to examine the performance extrapolation
hypothesis. Since the value-stock firms showed higher CARs, the performance
extrapolation hypothesis was accepted.

Fourth, for the free cash flow hypothesis, this study compared the small cash
firms with large cash firms. The results showed that M&A firms with large
amount of cash had the higher CARs. Therefore, free cash flow theory didn’t
hold in the Korean stock markets.

Finally, this study compared the low debt ratio firms with high debt ratio
firms in order to prove the debt monitoring hypothesis. Although, the high debt
ratio firms showed the higher CARs, the test did not come up with statistically
significant results, so the debt monitoring theory was not valid in Korean

market.
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