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Abstract 

 

This study investigates whether different acquisition strategies provide dissimilar abnormal returns for 

the bidders’ investors before, during and after the financial crisis. The study focuses on acquisitions 

conducted by banks between 2004 and 2012. The data is split in a pre-, mid-, and post-crisis sample. 

The dataset consists out of 950 completed acquisitions conducted by 378 unique banks. Cross-

sectional results point out that investors are generally indifferent to which acquisition strategy is used 

by banks, both at announcement and at completion. Moreover, it seems that investors do not react 

fiercer to the announcement compared to the completion of a deal. The results are robust when 

splitting the sample in acquirers originating from common- and code law countries. However, the study 

finds that opposed to what is suggested by prior research, shareholders from code law countries earn 

higher returns than shareholders from common law countries. 
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1. Introduction 

 

Over the last couple of decades, the global banking industry saw significant changes in regulatory 

structures and faced capital distortions. The removal of banking regulations throughout the world, 

leading to liberalization from prior established expansion restrictions, increased international 

competition for market share. Deregulations caused banks to take excessive risks, unsustainable levels 

of financial leverage and increased opaqueness in their assets, ultimately leading to the collapse of the 

financial system. This resulted in the global financial crisis in 2007 (Rao-Nicholson & Salaber, 2016; 

Shapiro, Mehran, & Morrison, 2011). This chain reaction of occurrences is confirmed by Reddy, Nangia, 

& Agrawal (2014). They state that the crisis originates from loose policies and miss-use of deregulation 

efforts by large banks in developed countries. The following recession had a major impact on M&A 

activity worldwide. 

 

Since 1980, US recessions led to severe declines in global merger and acquisition (M&A) activity. The 

downturn in M&A activity is observed during the last global financial crisis as well. The downturn 

mainly originated from shrinking equity markets and stricter loan financing for banks (Capaldo, 

Cogman, & Suonio, 2009). Due to capital restrictions and illiquidity of banks, governments bailed out 

and nationalized a considerable number of banks around the world (Beltratti & Paladino, 2013). Also, 

increasing levels of fear about the general economic outlook were present which pressurized M&A 

incentives. The reduction in M&A activity is confirmed by this study as well. In the three years prior to 

the crisis, 390 acquisitions with a deal value larger than 10 million were completed by banks worldwide 

with a total value of 258 billion. In the three years during the crisis, the amount of acquisitions 

completed by banks decreased to 317 but the value increased to 289 billion. This increase in value is 

mainly caused by three major deals with a total value of 112 billion. In the three years after the crisis, 

a sharp drop in M&A activity is observed where only 243 deals were completed with a total value of 

118 billion. The sharp drop after the crisis can be explained by the still-existing fear about the economic 

outlook and caution of banks. Also, there exists a lagging effect since negotiations start long before a 

deal is eventually completed. 

 

A point of interest is whether the shift in M&A activity around the financial crisis affected shareholder’s 

returns. Beltratti & Paladino (2013) find that the financial crisis influences the reaction of shareholders 

to the announcement and completion of the deal. They find, by examining a sample of 139 European 

banks, that the bidder’s investors postpone their investment decision till the completion of the deal. 

Previous research works (see, e.g., De Pundert, 2013; Voesenek, 2014; Temming, 2014) find that 

acquiring banks earn positive abnormal returns, especially during the crisis period. Walker (2000) 
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pioneered research to the effects of pursuing different strategic objectives. He identifies motives for 

corporate acquisitions and finds that acquirers earn positive abnormal returns, regardless of the 

acquisition strategy used. Dobbe (2016) investigates the effects of different acquisition strategies with 

respect to the last two mergers waves. She concludes that in general, only firms who pursue 

geographical diversification as a strategy earn positive abnormal returns. 

 

The period around the financial crisis is particularly interesting because financial markets were 

excessively turbulent, going from a bull market state in the pre-crisis period to a bear market state in 

the crisis period and, are recovering afterwards. This occurred within just over a decade. One could 

expect that incentives, rationales and returns for takeovers also experience this turbulence and thus, 

diverge along the period of interest of this study. It could be expected that due to the drop of trust in 

financial institutions during the crisis, diversification strategies provide relatively higher returns since 

this means that the bank is acquiring a non-financial firm. Moreover, during the financial crisis, market 

timing strategies, due to fire sales and bail-outs are expected to flourish. Possible effects of different 

acquisition strategies on abnormal returns are further elaborated on in section 2. Additionally, existent 

literature (see, e.g., Grave, Vardiabasis, & Yavas, 2012, Reddy et al., 2014) mainly investigate the 

differences between pre- and post-crisis periods when examining abnormal returns around the 

financial crisis. However, the focus of Beltratti & Paladino (2013) is on the period during the crisis, 

making it interesting to investigate the pre-, mid-, and post-crisis periods together. To add robustness 

to this study, the dataset will also be split into only a pre- and post-crisis sample.  

 

Prior research seems to lack empirical evidence on the effect of pursuing different acquisitions 

strategies measured over three time-periods (pre-, mid-, and post-crisis) around the financial crisis. 

This study combines two prior research works. At first, the main focus is to build upon Walker’s (2000) 

paper to test whether his results are still applicable for periods surrounding the financial crisis. 

Furthermore, since Walker (2000) investigated non-financial institutions, the acquisition strategies 

used by him are adjusted to fit a research focused on financial industries. Additionally, Beltratti & 

Paladino (2013) examine M&A’s during the financial crisis. This study checks whether the results they 

find are robust when incorporating acquisitions strategies to the model.  

 

Moreover, there are also grounds to believe, from prior research, that abnormal returns are also 

affected by the governance type of a country. Governance types could be split into several laws like 

Scandinavian code law, French code law, US common law and Islamic law, among others. However, 

since the different governance types are not the main focus of this study, only the distinction between 

common law governance and code law governance is used.  
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Common law governance is generally characterized by having higher levels of shareholder protection 

in place (Chong & Silanes, 2007). Contrary evidence is provided by Fagernäs, Sarkar, & Singh (2007). 

They show that common law governance is not necessarily related to higher levels of shareholder 

protection compared to code law governance. However, in a later section of this study, evidence is 

provided that for the dataset used in this study, common law governance is strongly related with 

higher levels of shareholder protection compared to code law governance. Prior research works (see, 

e.g., Rossi & Volpin, 2004; Giannetti & Koskine, 2010; Ouyang & Zhu, 2016; among others) find that 

shareholder protection is positively related with abnormal returns. Thus, common law governance is 

likely to be positively related with abnormal returns. Therefore, given that the present study focuses 

on abnormal returns, it is important to add this dimension to the study in order to test the robustness 

of the initial results. 

 

This study is an important addition to existing literature because it fills the current gap in M&A research 

with respect to the financial crisis. In previous research (see, e.g., Walker, 2000; Dobbe, 2016), it is 

shown that the strategic objectives of acquisitions hold important information with regard to the 

valuation of such deals by shareholders. Academics and scholars should therefore keep acquisition 

strategies in mind when examining M&A’s. 

 

Results point out that on average, investors are indifferent to which acquisition strategy is used by 

banks. Bidder’s abnormal returns are generally negative at both announcement and completion with 

a few exceptions. Strategies to increase market share and to disperse geographically decrease 

shareholder’s wealth in the pre-crisis sample. Acquisitions with the goal to acquire intangible assets 

provide negative returns in the mid-crisis period. Furthermore, there is no clear evidence that investors 

react fiercer to the completion of the acquisition process compared to the announcement of it. In 

contrast, shareholders react fiercer upon announcement compared to completion in the pre-crisis 

period. Additionally, this study finds that, as opposed what is suggested by prior literature, acquiring 

firms from code law countries earn higher abnormal returns compared to firms from common law 

countries. 

 

The remainder of this study is structured as follows. In section 2, prior literature about M&As is further 

examined. In here, empirical findings are discussed and shortcomings of prior literature are mentioned 

from which the main subject of this study is constructed. Additionally, rationales of the hypothesis are 

given. Section 3 describes the methodology used and outlies the empirical methods to test the 

hypothesis. Results are presented in section 4. Additionally, robustness checks are performed related 

to the hypotheses. Section 5 discusses the results and concludes.  
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2. Literature review 

 

Growth through acquisitions is an essential element of firm growth strategy (Lebedow, 1999). Growth 

through acquisitions can take multiple forms. Walker (2000) makes a distinction between six different 

acquisition strategies; geographic expansion, broaden product line, increasing market share, vertical 

integration, diversification with no overlap and diversification with overlap. He finds that firms 

acquiring to increase market share and to disperse geographically earn positive abnormal returns while 

industry diversification strategies earn negative abnormal returns. All types of industries are included 

in his study except for financial institutions and utilities. Since this study covers banks (financial 

institutions), an adjustment to the set of acquisition strategies is required. For example, since the core 

operations of banks cannot clearly be defined, acquisition strategies like ‘broaden product line’ and 

‘increasing market share’ are not easily distinguishable without in-depth knowledge of a particular 

bank. Using those strategies as separate acquisition strategies will reduce the explanatory power of 

this study because it will involve a certain amount of guessing and thus, the two strategies are 

combined to form ‘increasing market share’. The problem mentioned before also arises when using 

‘vertical integration’, ‘diversification with overlap’ and ‘diversification without overlap’ without any 

adjustment. Combining these three strategies into ‘industry diversification’ will provide enhanced 

clarity for the analysis. 

 

Chen, Danbolt, & Holland (2014) highlight that acquiring intangibles is an important factor in the value 

creation of banks. Acquiring firms with highly competent managers or strong financial infrastructure 

could provide an additional competitive advantage and thus, a stronger position in the market. 

Intangible assets of banks can also consist of credit card portfolios, broad customer bases or advanced 

IT infrastructure, among others. For the latter one, it can be more attractive to acquire such resources 

instead of developing them in-house with respect to costs and time required. This type of value 

creation is likely to be positively valued by shareholders. Therefore, acquiring to obtain intangible 

assets is an interesting strategy to incorporate in this study. 

 

Additionally, during the credit crunch, firms in financial distress faced worse liquidity problems. 

Financially healthy banks profited from this by buying financially distressed firms at a discount. Due to 

their bargaining position as a liquidity provider, financially distressed firms could be attracted by an 

acquisition offer to save their organization from bankruptcy. Buying a firm at a discount is an attractive 

investment opportunity because theoretically, value is captured instantly. It is likely that investors will 

positively value this market timing opportunity, presented by positive abnormal returns. Market timing 

opportunities are more present during the financial crisis and thus, will add value to this study. In the 



7 
 

end, the reasoning above identifies five different acquisition strategies; increasing market share, 

acquiring intangibles, geographical diversification, industry diversification and market timing. 

2.1 Increasing market share 

 

The acquisition strategy ‘increasing market share’ is defined by Walker (2000) as; ‘the acquiring firm 

buying a competitor active in the same industry’. One of the first studies examining M&A efforts to 

increase market share is provided by Mueller (1985). He examines a dataset consisting out of 1,000 

mergers in the US between 1950 and 1972. He finds that acquiring for market share does not improve 

efficiency and thus, does not imply benefits like economies of scale. In contrast, in a more recent study, 

Ghosh (2004) finds that firms with a large market share benefit from economies of scale for all 

corporate activities. He stipulates that boards of directors and managers perceive gaining additional 

market share as the single-most important causation of M&A activity. An important benefit of a high 

market share is market power where large players have bargaining power over smaller ones. Boulding 

& Staelin (1990) find that market power results in lower input costs and therefore improves efficiency. 

The increase in efficiency is valued positively by shareholders since this will increase profitability and 

corresponding dividends. Market power also reduces industry competition and let firms extract 

benefits from monopoly rents (Eckbo, 1985).  

 

Acquiring for market share, aside from providing economies of scale and market power, is also used 

to face fierce competition from industry competitors. This event is seen in all industries where 

companies create huge conglomerates to increase market share to provide them a better competitive 

position, it is either ‘eat’ or ‘be eaten’.  Acquiring to create a better competitive position is certainly 

value creating for shareholders and thus, they value such acquisitions positively. However, prior 

research does not provide evidence that acquiring for market share results in different returns around 

the financial crisis. Acquiring to increase market share seems to be important regardless the state of 

the economy. Therefore, the first hypotheses are formulated as; 

 

H1a: The acquisition strategy ‘increasing market share’ results in positive abnormal returns 

in the pre-, mid-, and post-crisis sample. 

 

H1b: There are no differences in abnormal returns by using ‘increasing market share’ as an 

acquisition strategy between the pre-, mid-, and post-crisis sample. 
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2.2 Acquiring intangibles 

 

It is essential for performance and survivability in a bank’s market environment to hold competitive 

advantages. These are provided by unique resources (Harasim, 2008). A great deal of these resources 

exists in the form of intangible assets. According to the resource based view, resources should be 

valuable, rare and inimitable in order to provide a sustainable advantage over competitors (Barney, 

1991). Intangible assets (resources) can be created by sense of research and development (R&D, 

internally) or by acquiring other companies which hold intangible assets (externally). The latter can 

save considerable amounts of R&D expenses and thus, could be alluring for companies searching for 

intangible assets. This way of acquiring intangible knowledge and assets is widely seen in the 

technology sector (e.g. Google, Apple etc.). The sole reason for this is that they do not want to duplicate 

R&D costs but rather acquire the company having the desired technology in-house, getting access to 

all assets instantly without having to do years of research themselves. Additionally, patented 

technology cannot be duplicated because it is protected by law. If a bank desires such technology, it 

has no other choice then to license or to acquire it. 

 

Shareholders of banks should positively value these kinds of acquisitions since it strengthens the 

current competitive position of the bank, reduces R&D costs and saves time. Moreover, acquiring 

assets like brand recognition and customer relationships is critical to stay competitive and successful 

(Jeny, 2014). 

 

Nowadays, banks seem to struggle more than ever to create innovations their own, suggesting they 

have to acquire innovations rather than investing themselves in order to face competition (Skinner, 

2016). Since innovations seem to get scarce, acquiring them should be increasingly valuable which will 

be reflected by the abnormal returns. Therefore, the second hypotheses are formulated as; 

 

H2a: The acquisition strategy ‘acquiring intangibles’ results in positive abnormal returns in 

the pre-, mid-, and post-crisis example. 

 

H2b: The positive abnormal returns by using the ‘acquiring intangibles’ strategy are 

increasing over time 
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2.3 Geographic diversification 

 

Cross-border acquisitions are motivated by the requisite to search for new opportunities across the 

national borders (Shimizu, Hitt, Vaidyanath, & Pisano, 2004) and to gain access to new and lucrative 

markets (Martin, Swaminathan, & Mitchell, 1998). Especially in the banking sector, due to the 

continuously changing environment, global presence is required to stay competitive. To penetrate a 

foreign market, banks can either engage in greenfield investment by building market presence from 

the ground up by itself or acquire an existing player on the market, making use of their customer base 

and market knowledge. The latter is preferred since banking requires in-depth knowledge of customer 

preferences. When acquiring an existing player, banks can leverage their knowledge and resources to 

this foreign market and start building market presence. Especially when it is the first time the bank 

penetrates a certain country, value is created due to the distortions present in this country. This kind 

value creation is likely to be valued positively by the bidder’s shareholders. 

 

Acquiring a spatially distant firm is especially attractive during a financial crisis because of the 

diversification effects where being present in multiple markets reduces the risk of potential financial 

meltdowns in certain countries. This is confirmed by Grave, Vardiabasis, & Yavas (2012). They state 

that banks respond to the outcomes of the financial crisis by focusing on growing especially outside 

their domestic regions. De Pundert (2013) finds evidence that the focus on other geographic areas 

provides positive abnormal returns during a financial crisis for acquirers. These findings are at odds 

with those of Reddy, Nangia & Agrawal (2014) and Rao & Reddy (2015), who show that the financial 

crisis depressed cross-border M&A transactions and returns throughout the world.  

 

Since it is important for banks to have a global presence, making use of international distortions, and 

because diversification reduces unsystematic risk, the proposition is that overall, acquiring to diversify 

geographically provides positive abnormal returns. Additionally, geographic diversification exploits 

cross-border distortions by making use of imperfectly integrated markets (Dobbe, 2016). Since the 

world is becoming increasingly integrated, the expectation is that the abnormal returns resulting from 

geographical diversification are positive but decline over time. Therefore, the third hypotheses are 

formulated as: 

 

H3a: The acquisition strategy ‘geographic diversification’ results in positive abnormal 

returns for the pre-, mid-, and post-crisis sample. 
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H3b: The positive abnormal returns by using the ‘geographic diversification’ strategy are 

declining over time. 

2.4 Industry diversification 

 

Walker (2000) defines diversification as when ‘the acquiring firm seeks economies of scope, outside 

the firms’ boundaries’. Benefits of diversifying operations include access to an internal capital market 

and the possibility to deploy distressed assets more efficient (Klein & Saidenberg, 2010). Being active 

in a broad range of markets also reduces a bank’s unsystematic risk. This can be valuable for risk-averse 

investors. 

 

However, one of the downsides of diversifying operations is explained by the diversification discount 

theory (Campa & Kedia, 2002). The diversification discount is a discount placed on the value of 

diversified firms. The reason behind the discount is that focused firms are easier to manage than 

diversified firms and thus, are likely to be more efficient. Shareholders strive for maximum wealth and 

consider such discount as a loss on their investment.  

 

Also, excessive diversification efforts could indicate that managers engage in empire building. 

Especially during economic prosperity when liquidity is widely available, managers could feel invincible 

and are more likely to engage in value-destructing acquisitions to extend their conglomerate. This 

occurs because managers feel they cannot fail and thus, take excessive risks when engaging in 

acquisitions. This personal overconfidence is known as the overconfidence bias (Abbes, 2013). The 

overconfidence bias is a part of agency theory which explains that managers perceive their actions as 

value creating while they essentially overestimate their own judgments. This overconfidence can result 

in inefficient investment decisions and therefore, a destruction of shareholder’s wealth. As a result, 

shareholder will negatively value such acquisitions. This is confirmed by Malmendier & Tate (2007). 

They show that investors react negatively to bids of overconfident or excessive risk-taking CEO’s. This 

finding is consistent with Walker’s (2000) study. He finds that dissipating shareholder’s wealth is mainly 

caused by M&As based on diversification strategies. 

 

The expectation is that, due to collapse of the financial system and corresponding dismissal of trust in 

the financial sector, investors have relatively more trust in diversified acquisitions in the mid-crisis 

sample because these targets are not financial institutions. Therefore, the fourth hypotheses are 

formulated as: 
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H4a: The acquisition strategy ‘industry diversification’ results in negative abnormal returns 

for the pre-, mid-, and post-crisis sample. 

 

H4b: The acquisition strategy ‘industry diversification’ is the highest for the mid-crisis 

sample. 

2.5 Market timing 

 

A considerable number of firms faced insolvency during the financial crisis (Beltratti & Paladino, 2013). 

Insolvency during this period is caused by the global credit crunch. Firms were constrained when trying 

to obtain new capital to expand or to pay short-term debts. This constraint led to financial distress at 

those firms, some of them being unable to pay short-term debts and thus, facing bankruptcy. Due to 

the risk of going bankrupt, firms are willing to sell their shares at a discount to avoid such an event. 

These fire-sales offered an arbitrage opportunity for financial healthy banks. The bidder’s shareholders 

are likely to react positively to the acquisition of a firm at a discount because theoretically, value is 

captured instantly.  These firms are acquired to be restructured afterwards (Caiazza, Clare, & Franco 

Pozzolo, 2012) to make them profitable again. 

 

Furthermore, managers from banks could also have incentives to acquire others when they know their 

shares are currently overvalued, placing an automated discount on targets (Vermaelen & Xu, 2008; 

Schleifer & Vishny, 2003; Vagenas-Nanos, 2012). Making use of such a temporarily overvaluation can 

also be seen as a market timing opportunity. However, a temporarily overvaluation is likely to be 

known only by the management team since otherwise, when this information is openly available, the 

market would correct itself. Designating an acquisition rationale as being a market timing opportunity 

due to temporarily overpriced shares is therefore not possible without in-depth knowledge of a bank. 

Also, as Vermaelen & Xu (2008) state, stock offers are only accepted when the bidder can justify the 

offer as being the optimal capital payment structure which is not valid in the case when using 

overpriced stocks.  

 

Because market timing strategies provide an arbitrage opportunity for banks, it is expected that they 

will provide positive abnormal returns. Therefore, the fifth hypothesis is formulated as:  

 

H5a: The acquisition strategy ‘market timing’ results in positive abnormal returns for the pre-

, mid-, and post-crisis example. 
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Because market opportunities due to financial trouble of target-firms are more likely to arise around 

a financial crisis, the expectation is that this acquisition strategy provides the most positive returns in 

the mid-crisis sample. This results in the next hypothesis: 

 

H5b: The positive abnormal returns by using the ‘market timing’ strategy are the highest for 

the mid-crisis sample. 

 

2.6 Announcement versus completion returns 

 

During a recession, profits from investment can face high volatility accompanied with high levels of 

uncertainty. This affects investors in their investment decision, being more cautions. It could be argued 

that this uncertainty would be reflected in the shareholder’s returns around an announcement of an 

acquisition. Due to uncertainty, investors probably prefer to hold their positions and not react till the 

due diligence process is complete. 

 

Secondly, the uncertainty before the due diligence process is strengthened by the fact that banks’ 

assets are very opaque in nature (Beltratti & Paladino, 2013). The opacity in banks’ balance sheets 

amplifies the uncertainty of a recession, letting investors be even more cautions. However, according 

to Wagner (2007), recent developments in the financial sector have substantially reduced the opacity 

of bank assets. This is caused by greater information availability which has lowered information 

asymmetry between owners and managers. Still, information availability for investors is higher after 

the due diligence process compared to the period around the announcement, proposing that investors 

will postpone their decision till the due diligence process is complete to avoid uncertainty. 

 

The third lever affecting the choice of investors to react after the completion of the due diligence 

process is that before the completion of a deal, there is still a chance that the deal will not materialize 

due to unexpected events or findings. If the chance that this will occur is perceived high by investors, 

they will prefer to postpone their decision to buy, hold or sell till the completion of the acquisition 

process. The chance that the deal will be terminated is even higher during a financial crisis due to a 

higher probability of financial distress. Summing up, due to the uncertainty during a financial crisis, the 

opacity of a bank’s assets and the chance that a deal will not materialize, the sixth hypothesis is 

formulated as: 

 



13 
 

H6: The reaction of shareholders is fiercer around the completion of the deal compared to 

the announcement of the deal. 

3. Data and methodology 
 

To analyze the effect of the crisis on the abnormal returns of acquisition strategies of banks, the event 

study methodology, proposed by MacKinlay (1997) is used. Event studies try to explain the effect of 

economic events by examining the reaction of shareholders of the firm involved in the event. By 

calculating the performance of a firm’s stock and comparing this with a benchmark stock (the market 

index), anomalies could be observed. The object of interest is the anomaly around the event window 

which in this case, is the announcement and the completion of the acquisition. These anomalies are 

called abnormal returns and refer to returns in excess or below expected performance around an 

economical event. 

3.1 Data selection 

 

To test the hypotheses, data is needed to perform statistical calculations. Primary data about 

acquisitions is retrieved from Bureau van Dijk’s Zephyr’s comprehensive M&A database. Bureau van 

Dijk’s Bankscope provides accounting data of banks to construct control variables like market 

capitalization and Tobin’s Q. Thomson Reuters Datastream database provides daily stock returns from 

which the normal and abnormal returns are calculated. Furthermore, Worldbank’s database is used 

for non-financial variables such as investor protection and transparency. 

 

A couple of search criteria are used to form the database. At first, a time restriction is applied. All 

acquisitions should be announced between 01/01/2004 and 31/12/2012. Second, all acquirers should 

be listed. Third, the deal should involve an acquisition, so ownership must exceed 50% after the 

completion of the deal. Fourth, the value of the deal must exceed ten million Euro. Fifth, terminated 

deals are excluded. Sixth, the core operations of the acquirer should cover banking. Furthermore, the 

deal rationale is selected to examine the reason of the acquisition. This is important for the 

determination of the acquisition strategy. After applying the criteria, 1.217 acquisitions done by 420 

unique banks are found preliminary. After filtering acquisitions, the final sample consists out of 950 

acquisitions, conducted by 378 unique banks. 111 acquisitions are deleted due to incomplete stock 

data, 145 are deleted because no completion date is given and four are deleted because the acquirer 

is not active in the banking sector. 
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3.2 Dependent variable 

 

The dependent variable in this study is the cumulative abnormal return (CAR) of the acquirer around 

the announcement and completion of the acquisition. As the name proposes, this is the accumulation 

of the abnormal returns within the event window. In equation (1), the formula to calculate the 

abnormal return is presented where ARit is the abnormal return for firm i at time t. Rit is the actual 

return for firm i at time t, and E(Rit|Xt) the normal return for firm i at time t (MacKinlay, 1997). 

 

= − ( | )      (1) 

 

To derive the CAR from this equation, one sums up the abnormal returns within the event window. 

The CAR is required to account for a multiple-day event window. The event window [-1,+1] used in this 

study encompasses three days around the announcement of the acquisition as well as the completion 

of it and is mathematically shown in equation (2).  

 

( , ) = ∑       (2) 

 

The FTSE World Banks Index is used as the market index because this index consists of the stock prices 

of all the major banks throughout the world. To calculate the abnormal returns, the adjusted market 

model implied by MacKinlay (1997) is used. The market model creates a relationship between the 

security and the return on the market portfolio, the FTSE World Banks Index in this case, magnified by 

the beta. The beta is the responsiveness of the stock price movement to the market portfolio. The 

mathematical calculation of the market model is shown in equation (3). 

 

= +  +        (3) 

 

Rit and Rmt are the return for bank i at time t and the return for the market portfolio respectively. αi, βi 

and Ɛit are the intercept, beta and the error term respectively required to estimate the equation. The 

estimation window used in this study is [-220,-20] according to the methodology of MacKinlay (1997). 

This gives a total of 200 trading days in the estimation window. 

 

The significance of the CARs with respect to their acquisition strategy is tested using both a parametric 

test (Student T-test) and a non-parametric test (Cowan’s Generalized Sign Test, 1992). The T-test 

examines whether a population of a normal-distributed sample is distinct from a given value, zero in 
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this case. The null hypothesis here is that the population mean is not different from zero. Furthermore, 

to examine the different effects of a certain acquisition strategy for multiple time samples (pre-, mid-

, and post-crisis), One-Way ANOVA tests are applied. One-Way ANOVA is used to compare three or 

more means and to make statistical inferences about this. In this study, it is used to check in which 

sample a strategy provided the highest returns statistically. 

 

To make results more robust, the Cowan Generalized Sign Test is conducted to examine the CARs with 

respect to their acquisition strategy. This non-parametric test is also valid when assumptions in order 

to perform parametric tests are not satisfied. Real-life data as used in this study is hardly ever perfectly 

normally distributed and thus, this non-parametric test certainly adds value because it does not have 

to fulfil assumptions in order to have statistical power. Also, parametric tests confirm hypotheses too 

often when testing negative abnormal returns and rejects too often when testing for positive abnormal 

returns (Serra, 2002). The Cowan Generalized Sign Test is in favor because increased volatility around 

completion and announcement does not influence in any way its rejection rates. The generalized sign 

test assigns the label ‘positive’ or ‘negative’ to it, neglecting the value itself. Therefore, the Generalized 

Sign Test is not influenced by extreme values. Cowan’s test uses the fraction p ̂of the positive abnormal 

returns within the estimation windows and checks whether this is in line with the positive cumulative 

abnormal returns of the event windows for a given sample (Cowan, 1992). Cowan’s test is 

mathematically shown in equation (4). 

 

̂ = ∑ ,      (4) 

 

Where pÎ  is the fraction of positive abnormal returns in the 200-day estimation window for firm i. After 

calculating fraction pÎ, one can calculate the Z-statistic for the generalized sign-value (Zgsign) and 

corresponding p-value to calculate statistical significance. The Zgsignis calculated as in equation (5). 

 

=
( )

( )
      (5) 

 

Where w is the number of stocks with positive cumulative abnormal returns during the event period. 

The corresponding Zgsign can be translated to a p-value using a right-tailed Student t’s distribution.  
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3.3 Independent variables 

 

The independent variables are represented by the different acquisition strategies. The independent 

variables are shown in Table 1 and include respectively: increased market share, industry 

diversification, geographical diversification, acquiring intangibles, market timing. The acquisition 

strategies will be determined by examining the deal rationale provided by Bureau van Dijk’s Zephyr 

database. Dobbe’s (2016) methodology is used by creating keywords to assign a strategy to an 

acquisition. An overview of the keywords and examples of the designation of the acquisition strategies 

are given in Appendix 1.  Because only one strategy will be chosen, all the independent variables used 

in the model are designated as dummy variables. ‘MIX’ is designated to an acquisition when the 

acquisition strategy was not clearly defined or when it was a mix between acquisition strategies. MIX 

is used as the reference category when performing regression analysis. Thus, an analysis is conducted 

to check for influences of certain acquisition strategies compared to when no clear strategy was chosen 

or when it was a mix of strategies. Because of the designation of being the reference category, MIX 

will be left out of the regression in order to avoid multicollinearity. 

 

3.4 Control variables 
 

To control for side effects which could also explain abnormal returns rather than just the independent 

variable, a certain amount of control variables is employed. All control variables employed originated 

from Walker’s (2000) and Beltratti & Paladino’s (2013) studies. Accounting data for control variables 

are taken in t-1 to ensure that they are not influenced by the announcement or completion of the 

acquisition. Most control variables are based on the acquirer’s accounting data and thus, are retrieved 

Table 1, independent variables 
Name Regression Definition Source 

Increased market share IMS Acquisition strategy with the main purpose to accumulate additional 
market share 

Zephyr 

Industry diversification IND Acquisition strategy with the main purpose to diversify operations Zephyr 

Geographic 
diversification 

GEO Acquisition strategy with the main purpose to diversify geographically Zephyr 

Acquiring intangibles ACQ Acquisition strategy with the main purpose to accumulate intangible 
resources 

Zephyr 

Market timing MAT Acquisition strategy with the main purpose to profit from a market 
opportunity 

Zephyr 
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from Bankscope. Deal-related data is retrieved from Zephyr. Data on investor protection and 

transparency are acquired from Worldbank and are fixed over time. The control variables used in this 

study are outlined in Table 2 and their rationales are given afterwards. 

 

  

Travlos, Alexandridis, Fuller, & Terhaar, (2013) find in their study that large acquisitions destroy more 

deal value for acquirers than their small counterparts. Their finding shows that large deals are 

positively related with small premia, providing smaller or even negative returns for the acquirer’s 

shareholders.  

 

According to the Myers & Majluf (1984), acquirers are likely to pay with cash if they think their shares 

are correctly priced or preferably underpriced. Acquirers use the cash offer to send a positive signal to 

the market, consistent with the signaling hypothesis. Investors prefer cash offers over share offers, 

getting a confirmation that their shares are properly valued. However, one could expect that during 

the credit crunch caused by the crisis, investors are more likely to prefer share offers since solvability 

Table 2, control variables           
Name Regression   Definition   Source 

Deal value LNDEAL   Natural logarithm of the deal value   Zephyr 

Method of payment CASH   Dummy which takes 1 when the deal is solely financed 
with cash 

  Zephyr 

Domestic  DOMESTIC   Dummy which takes 1 when target is domestic   Zephyr 

Relative size RELSIZE   Market capitalization of the acquirer one year before 
announcement divided by the deal value 

  Zephyr & 
Bankscope 

Return on equity ROE   Return on equity ratio of the acquirer 1 year before 
announcement 

  Bankscope 

Efficiency EFFI   Income to cost ratio of the acquirer 1 year before 
announcement 

  Bankscope 

Market capitalization LNMKTC   Natural logarithm of the market capitalization of the 
acquirer 1 year before announcement 

  Bankscope 

Tobin's Q TOBIN   Tobin's q of the acquirer 1 year before announcement   Bankscope 

Leverage LEV   Leverage ratio of the acquirer 1 year before 
announcement 

  Bankscope 

Delta volatility DVOL   Acquirers idiosyncratic volatility 1 day after 
announcement till 1 day before completion divided by 
acquirer’s idiosyncratic volatility 35 days before 
announcement till 5 days before announcement 

  Datastream 

Volatility VOL   Acquirers idiosyncratic volatility 220 days before the 
announcement till 20 days before the announcement 

  Datastream 

Common law COMMON   Takes the value of 1 when the acquirer's home country 
is characterized by a common law governance system 
and 0 when by a code law governance 

  Worldbank 
& Zephyr 

Relative prosperity RELPROS   Natural logarithm of the home-country prosperity of 
the acquirer minus the natural logarithm of the target-
country prosperity of the target 

  Worldbank   

Shareholder protection SHPROT   Shareholder protection index of the acquirer   Worldbank   

Transparency TRANS   Transparency index of the acquirer   Worldbank   
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can be under pressure. Beltratti & Paladino (2013) find that, contrary to what most of the existing 

literature suggests, the relationship between abnormal returns and paying with cash is negative. An 

explanation could be that during a crisis, like said before, investors are likely to prefer share offers 

because this does not affect solvability. 

 

Shimizu et al. (2004) find that certain deal characteristics contribute significantly to explaining the 

variance of the abnormal returns of acquisitions. Friendly acquisitions as well as transactions where 

both the acquirer and the target are located in the same country result in positive abnormal returns. 

This could be explained by the coordination benefits of domestic deals, not having to cope with other 

cultures or government systems. Opposed to this, cross-border deals provide diversification 

advantages, where being present in multiple economies reduces the effect of a meltdown in a certain 

country. 

 

According to Beltratti & Paladino (2013), return on equity of acquiring banks is positively related with 

abnormal returns. This is caused by the notion that investors may have concluded that banks with a 

better profitability are in a better position to extract benefits and exploit synergies from their targets 

and therefore, investors have more trust in an acquisition conducted by a bank with a high return on 

equity compared to banks with sub-par return on equity. Also, due to their high profitability, they are 

likely to have more highly attractive investment opportunities compared with banks with low 

profitability. This is also in line with the efficiency ratio. Banks with higher profitability are often more 

efficient than their low-profitability counterparts which should result in more positive investment 

transactions. 

 

In their study about firm size and gains from acquisitions, Moeller, Schlingemann, & Stulz (2004) find 

that, when equally weighting returns to firm size, the majority of the returns are positive while the 

average of total returns is negative. This implies that the size of the acquirer is negatively related with 

abnormal returns. A plausible explanation for this goes along with agency theory. Large firms are more 

likely to have exhausted growth opportunities and larger amounts of free cash flow. An outcome of 

this could be that managers engage in empire-building, rather than increasing dividends (Jensen, 

1986), destructing shareholder wealth. 

 

The relative size of the acquirer compared to the target could also hold significant influence on the 

abnormal returns. In a study on the relative size in acquisition deals, Jansen & Sanning (2012) find a 

positive relationship between relative size and abnormal returns in value-enhancing deals but find this 

effect to be opposite in value-destructing deals and thus, relative size has an amplifying effect on 
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shareholder’s wealth. Relative size could therefore also be included as an interactive effect, rather 

than just a control variable but this is not within the scope of this study. Due to the amplification effect, 

a clear relationship cannot be determined. It could be that it the equilibrium shifts towards a positive 

relationship due to the bargaining power of large acquirers over small targets. 

 

Tobin’s Q is a ratio which takes the market value of the firm and divides this by the asset value of the 

firm. Accordingly, it shows the ‘overvalue’ of the firm perceived by shareholders. Existing literature 

(Sarvaes, 1991; Moeller et al., 2004) show that Tobin’s Q is positively related with abnormal returns. 

This shows that better performing firms can also make better acquisitions. However, firms with a high 

Tobin Q’s have a higher risk to be overvalued, increasing stock-driven acquisitions. Undertaking 

acquisitions because of a temporarily overvaluation tends to be not value creating but is rather in line 

empire-building which, destroys shareholder’s value (Schleifer & Vishny, 2003). This finding is 

contradicted by Ang & Cheng (2006) who find that acquiring firms who pay with overvalued stocks 

realize sustained abnormal returns after announcement, indicating that Tobin’s Q is positively related 

with abnormal returns. 

 

Beltratti and Stulz (2012) find that leverage is an important factor for the determination of a bank’s 

stock returns during the crisis, where banks with higher tangible equity are more resistant to the crisis. 

Investors may conclude that banks with a lower leverage ratio are in a better position to exploit 

synergies arising from an acquisition. Banks with lower leverage are also in a better position to increase 

their debt to finance suddenly appearing investment opportunities in the form of acquisitions. 

Therefore, leverage is expected to negatively influence abnormal returns. 

 

The measurements volatility and delta volatility are proxies for uncertainty and volatility belonging to 

the stock before the announcement and between the announcement and completion of the 

acquisition process. Prior research work finds that this idiosyncratic volatility does negatively affect 

abnormal returns (Zhua, Jog, & Otchere, 2014). The proposed explanation is that idiosyncratic volatility 

reflects stock price informativeness. The higher the information availability about targets, the less 

arbitrage opportunities exist when acquiring a firm because most information is already processed in 

the stock price. Poor economies are likely to have poor corporate governance structures and low levels 

of transparency and shareholder protection which reduces the information availability for acquirers of 

targets and therefore increase returns. Accordingly, Relative prosperity is also likely to be negatively 

correlated with abnormal returns because of the weak governance structures and informativeness in 

poor countries mentioned before. 
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Shareholder protection could affect the volume of M&A activity because it affects inefficiencies and 

frictions in the target country (Rossi & Volpin, 2004). They find that countries with stronger 

shareholder protection have a more active market for M&As. Stronger shareholder protection also 

comes with more liquid financial markets which enables shareholders to sell or buy shares at 

appropriate prices. In the end, this leads to higher returns.  

3.5 Regression models 
 

To test the influence of the independent and control variables on the dependent variable, ordinary 

least squares (OLS) regression is used using IBM’s SPSS predictive analysis software. OLS regression 

tries to estimate unknown parameters in a regression model. It attempts to minimize the sum of the 

squares of the differences between observations and a linear function of the dependent variable with 

the independent variables. To see whether the results provided by the regression analysis are 

persistent, different regression models are tested for significance. The first model (i) will solely test 

hypothesis 1 – 5, whether the different acquisition strategies provided significant different returns 

with respect to their period (pre-, mid-, and post-crisis), compared to the reference category MIX. The 

regression is conducted twice. Once for announcement returns and once for completion returns to 

account for hypothesis 6. The primary regression model is visualized in equation (6). 

 

, = + , + , +  , + , + , +     (6) 

 

In this model, CARi,t, IMSi,t, INDi,t, GEOi,t, ACQi,t, and, MATi,t represents the cumulative abnormal return, 

and whether the bank used the ‘increased market share’, ‘acquire intangibles, ‘geographic 

diversification’, ‘industry diversification’ and, ‘market timing’ strategy respectively for bank i at time t 

where time stands for whether the acquisition occurred in periods pre-, mid- or post-crisis. MIXi,t, 

which is a dummy variable taking the value of 1 when the reason for the acquisition was unclear or a 

mix of strategies, is left out of the regression to prevent multicollinearity.  

 

To check whether other variables could explain the observed abnormal returns besides the 

independent variables, control variables are used. Control variables isolate portions of the effect of 

the independent variables on the dependent variable. The second model (ii), shown in equation (7), 

incorporates the first set of control variables. It regresses only the deal characteristics deal value, 

method of payment, domestic and, relative size to the CARs to check their sole influences on the CARs. 

 

, = + , + , + , + , +     (7) 
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To build upon Walker’s (2000) and Dobbe’s (2016) study, the acquisition strategies are added to the 

regression model (iii) in equation (8). 

 

    , = + , + , +  , + , + , + ,

+ , + , + , +  

 

      (8) 

 

The fourth model (iv) includes the cross-sectional determinants of M&A proposed by Beltratti & 

Paladino (2013) and is shown in equation (9). This model adds return on equity, efficiency, market 

capitalization, Tobin’s Q, Leverage, delta idiosyncratic volatility, idiosyncratic volatility, common law, 

relative prosperity, shareholder protection and transparency to the model. 

 

, = + , +  , +  , + , + , +

+ + + , + ,

+ , + , + , + ,

+ + +  , + ,

+ + +   

 

 

   (9) 

 

To prevent multicollinearity, MIX, standing for a mix of acquisition strategies, CODE, standing for 

whether the governance mode of the bidder’s country is characterized by a code law system, OTHER, 

whether the acquisition was paid with other than cash and, CROSSB, whether the target is hosted 

cross-border compared to the acquirer are omitted from the regression model respectively. 

4. Results 

 

The next section examines the results of this study. At first, in Table 3, the descriptive statistics are 

shown for the means, medians, standard deviations and sample sizes of all variables divided over the 

different time samples. At the end, they are combined in the total sample. Next, Gauss-Markov 

assumptions for normality, homoscedasticity and functional form are tested to ensure that parametric 

tests like OLS regression can be conducted without violations. Third, the abnormal returns are 

examined to discuss the outcome of hypothesis 1 – 6. Fourth, a multivariate analysis is conducted to 

examine the interaction of the dependent, independent and control variables. Because the control 

variables are regressed together with the independent variables, checks can be performed whether 

the results of the hypotheses tests are robust to other influences.
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Table 3. Descriptive statistics                                 
       Pre-crisis sample     Mid-crisis sample     Post-crisis sample         Full sample 

  N Mean Median Std. Dev. N Mean Median Std. Dev. N Mean Median Std. Dev. N Mean Median Std. Dev. 
CAR Announcement [-1,+1] 390 -0.392 -0.220 2.816 317 0.037 -0.010 4.280 243 -0.310 -0.395 3.820 950 -0.302 0.000 3.586 

CAR Completion [-1,+1] 390 0.073 0.050 2.336 317 0.176 0.250 4.323 243 -0.377 -0.350 3.318 950 -0.087 0.000 3.727 

IMS 390 0.346 0.000 0.476 317 0.309 0.000 0.463 243 0.354 0.000 0.479 950 0.336 0.000 0.473 

ACQ 390 0.049 0.000 0.216 317 0.066 0.000 0.249 243 0.078 0.000 0.269 950 0.062 0.000 0.241 

GEO 390 0.131 0.000 0.338 317 0.133 0.000 0.340 243 0.132 0.000 0.339 950 0.132 0.000 0.338 

IND 390 0.033 0.000 0.180 317 0.066 0.000 0.249 243 0.062 0.000 0.241 950 0.052 0.000 0.221 

MAT 390 0.013 0.000 0.113 317 0.019 0.000 0.136 243 0.033 0.000 0.179 950 0.020 0.000 0.140 

MIX 390 0.428 0.000 0.495 317 0.407 0.000 0.492 243 0.342 0.000 0.475 950 0.399 0.000 0.490 

LNDEAL 390 11.625 11.400 1.643 317 11.849 11.580 1.640 243 11.666 11.360 1.576 950 11.716 11.500 1.647 

CASH 390 0.385 0.000 0.487 317 0.249 0.000 0.433 243 0.300 0.000 0.459 950 0.318 0.000 0.466 

OTHER 390 0.615 1.000 0.487 317 0.751 1.000 0.433 243 0.700 1.000 0.459 950 0.682 1.000 0.466 

DOMESTIC 390 0.662 1.000 0.474 317 0.653 1.000 0.477 243 0.708 1.000 0.456 950 0.671 1.000 0.470 

CROSSB 390 0.339 0.000 0.474 317 0.347 0.000 0.477 243 0.292 0.000 0.456 950 0.330 0.000 0.470 

RELSIZE 390 196.930 35.610 426.354 317 213.506 58.230 455.465 243 184.205 33.900 438.583 950 248.060 45.980 946.040 

ROE 390 15.117 13.815 7.769 317 13.878 14.910 8.728 243 8.395 9.460 10.044 950 10.218 13.040 43.225 

EFFI 390 56.963 59.355 12.407 317 57.125 57.770 14.709 243 57.088 58.060 14.454 950 57.604 58.395 18.447 

LNMKTC 390 15.560 15.930 1.912 317 15.936 16.320 1.891 243 15.138 15.480 2.029 950 15.557 15.870 1.994 

TOBINQ 390 0.168 0.140 0.139 317 0.134 0.100 0.124 243 0.098 0.080 0.074 950 0.137 0.100 0.168 

LEV 390 9.750 8.775 6.437 317 9.250 7.505 6.900 243 10.584 9.780 5.258 950 10.569 8.750 16.379 

DVOL 390 1.013 0.950 0.461 317 1.362 1.170 0.692 243 1.028 0.900 0.510 950 1.133 0.990 0.611 

VOL 390 1.391 1.280 0.584 317 2.007 1.750 1.027 243 1.855 1.630 0.921 950 1.744 1.490 1.227 

COMMON 390 0.549 1.000 0.498 317 0.404 0.000 0.491 243 0.473 0.000 0.500 950 0.481 0.000 0.500 

CODE 390 0.451 0.000 0.498 317 0.596 1.000 0.491 243 0.527 1.000 0.500 950 0.519 1.000 0.500 

RELGDP 390 2.689 1.000 5.083 317 2.048 1.000 3.829 243 1.589 1.000 2.917 950 2.310 1.000 5.171 

SHPROT 390 6.543 6.500 0.686 317 6.310 6.500 0.802 243 6.376 6.500 0.893 950 6.422 6.500 0.788 

TRANS 390 6.270 6.000 1.212 317 6.536 7.000 1.367 243 6.140 6.000 1.429 950 6.326 6.000 1.330 
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In table, 3 the descriptive statistics are reported. All ordinal and interval data are winsorized at the 

98% level which means that all observations below the 1th percentile and in excess of the 99th 

percentile are transformed at their boundaries respectively. The first point worth highlighting is that 

CAR means differ across the sample. In the pre-crisis sample, the CAR around the announcement of 

the acquisition is negative (-0.307) while it is slightly negative at completion (-0.087). Whether these 

differences are significantly different from each is investigated later in this section. Another interesting 

point worth mentioning is the difference between the acquisitions banks from countries governed by 

common law systems made in the first two samples. In the pre-crisis sample, 54.9% of the acquirers 

originate from common law countries while three years later, this is reduced to 40.4%. This could be 

the result of the strengthened regulations introduced for banks in common law countries during the 

crisis years. Whether this has also implications for the abnormal returns is investigated later in this 

study. The last thing worth mentioning is the difference in paying with cash. In the pre-crisis sample, 

38.5% of the deals are paid solely with cash. This amount dropped to 24.9% and recovered somewhat 

to 30.0% in the post-crisis sample. This finding is consistent with Beltratti & Paladino’s (2013) study. A 

possible explanation for this is that due to the severe credit crunch during the crisis, banks prefer to 

hold cash to face eventual setbacks and prefer to pay with stock. 

4.1 Gauss-Markov assumptions 
 

To use parametric tests for a given sample, certain assumptions must be satisfied to ensure that the 

outcome of this parametric tests is useful and robust. A stepwise process to check whether these 

assumptions are not violated is provided by the Gauss-Markov theorem. If the assumptions are 

satisfied, the OLS estimators are said to be BLUE (best linear unbiased estimators). ‘Best’ implies that 

the variance of the OLS estimator is minimal. ‘Linear’ means that the relationship between the 

variables is linear. ‘Unbiased’ is satisfied when the expected values of the estimated alpha and beta 

equal the true values describing the relationship between the dependent and independent variables. 

The first assumption is linearity. Linearity ensures that the relationship between the dependent and 

independent variable is generally linear. To control for outliers which could potentially negatively 

affect linearity, all ordinal and interval data are winsorized. Furthermore, to check whether the correct 

functional form is used, the Ramsey RESET test is applied. The Ramsey RESET test tests whether non-

linear combinations of the independent variable help explain the dependent variable. The test is 

conducted by first doing a normal linear regression where the unstandardized predicted values and 

unstandardized residuals are saved. Next, an auxiliary regression is run where the squared and cubed 

products of the unstandardized predicted values are added to the regression. If one of these added 

regression coefficients shows significance, the conclusion is that the model is mis-specified. Three out 
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of eight regression models show a slightly significant violation of the functional form. Even though the 

Ramsey RESET test shows that some models are misspecified, it seems that after visual inspection of 

scatter plots, a linear relationship could still be observed and thus, linearity is not violated. 

 

The second assumption is normality. A dataset is said to be normal distributed if it is generally bell-

shaped. Normality is first tested by conducting the Kolmogorov-Smirnov and Shapiro-Wilk test. The 

null hypothesis is that the variables follow a normal distribution. Both statistics can be rejected at all 

specifications of the model at the 1% level, assuming that the variables are not normally distributed. 

However, when looking at the statistics for Kurtosis and Skewness and by visually inspecting 

histograms, one could confirm that the data generally follows a bell-shaped distribution and thus, does 

not violate the normality assumption. Furthermore, the dataset has enough observations wherefore 

normality is not an issue. 

 

The third assumption is multicollinearity. Multicollinearity is present when independent variables 

correlate with each other. This occurs when they tend to measure the same effect and thus, separate 

effects are impossible to distinguish. To check for multicollinearity, a correlation matrix is presented in 

Table 4. The general assumption is that when independent variables have a correlation higher than 

0.6, multicollinearity could be present. No variables show a correlation in excess of 0.6 and thus, the 

assumption is not violated. 

 

The fourth assumption is autocorrelation. This is checked with the Durbin Watson test. Autocorrelation 

indicates that in time series data, the value of an observation is heavily influenced by the preceding 

observation. The Durbin Watson test statistic approximates 2 for each regression model which 

indicates that there is no autocorrelation present in the models. 

 

The last assumption is homoscedasticity. Data is said to be homoscedastic when the variance in the 

error terms are constant and not disperses or converges. Homoscedasticity can be tested with the 

White test. First, a normal linear regression is conducted where the unstandardized predicted values 

and residuals are saved. Then, a second regression is run where the dependent variable is the squared 

unstandardized residual and the independent variable the unstandardized predicted value together 

with the square of the unstandardized predicted value (White, 1980). The null hypothesis is that the 

data is homoscedastic. The null hypothesis is rejected in two cases. However, after visually inspecting 

scatter plots, the conclusion is that in those cases the assumption of homoscedasticity is not violated.  
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Table 4. Correlation matrix                                               

  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 

CARANN11 1.000                                                   

CARCOM11 0.192 1.000                                                 

IMS -0.081 -0.042 1.000                                               

ACQ -0.015 0.012 -0.183 1.000                                             

GEO 0.003 0.007 -0.277 -0.100 1.000                                           

IND 0.031 -0.001 -0.166 -0.060 -0.091 1.000                                         

MAT 0.001 0.040 -0.102 -0.037 -0.056 -0.033 1.000                                       

MIX 0.069 0.019 -0.579 -0.210 -0.317 -0.190 -0.116 1.000                                     

LNDEAL -0.065 0.026 -0.048 0.025 0.128 0.077 0.060 -0.107 1.000                                   

CASH 0.039 -0.013 -0.102 0.002 0.055 0.004 0.032 0.049 0.034 1.000                                 

OTHER -0.039 0.013 0.102 -0.002 -0.055 -0.004 -0.032 -0.049 -0.034 -1.000 1.000                               

DOMESTIC -0.033 -0.054 0.332 0.088 -0.323 -0.019 -0.044 -0.120 -0.147 -0.108 0.108 1.000                             

CROSSB. 0.033 0.054 -0.332 -0.088 0.323 0.019 0.044 0.120 0.147 0.108 -0.108 -1.000 1.000                           

RELSIZE -0.046 0.033 -0.004 -0.019 0.119 -0.221 -0.050 0.050 -0.161 0.161 0.030 -0.071 0.266 1.000                         

ROE 0.126 -0.026 0.213 -0.079 0.019 0.028 0.007 0.011 0.038 0.014 0.024 -0.024 -0.057 0.057 1.000                       

EFFI -0.234 -0.022 -0.044 0.080 -0.002 -0.092 0.037 0.031 -0.035 0.014 0.019 -0.019 0.089 -0.089 -0.129 1.000                     

LNMKTC 0.058 -0.019 -0.038 -0.320 0.008 0.162 0.085 0.056 0.126 0.455 0.127 -0.127 -0.413 0.413 0.130 -0.121 1.000                   

TOBINQ 0.013 0.008 0.031 0.012 0.008 -0.057 -0.012 -0.011 -0.049 -0.122 0.122 -0.035 0.035 0.117 -0.277 -0.071 -0.042 1.000                 

LEV 0.023 0.010 0.025 0.006 -0.035 0.123 -0.017 -0.054 -0.067 -0.072 0.072 0.036 -0.036 0.034 -0.059 -0.276 -0.078 0.460 1.000               

DVOL -0.002 0.020 -0.015 -0.026 0.030 -0.031 0.017 0.017 0.153 0.012 -0.012 0.020 -0.020 0.058 -0.072 0.176 0.019 0.007 -0.082 1.000             

VOL 0.060 -0.030 -0.007 -0.014 -0.108 0.050 0.039 0.055 -0.069 -0.090 0.090 0.064 -0.064 -0.252 0.081 -0.227 -0.078 -0.140 0.011 -0.042 1.000           

COMMON -0.059 -0.027 0.413 0.119 -0.013 0.023 -0.032 -0.449 -0.125 -0.065 0.065 0.312 -0.312 0.034 0.044 -0.254 -0.048 0.093 0.108 -0.074 -0.078 1.000         

CODE 0.059 0.027 -0.413 -0.119 0.013 -0.023 0.032 0.449 0.125 0.065 -0.065 -0.312 0.312 -0.034 -0.044 0.254 0.048 -0.093 -0.108 0.074 0.078 -1.000 1.000       

RELGDP 0.031 0.003 -0.140 -0.070 0.141 -0.037 -0.007 0.091 -0.028 0.065 -0.065 -0.373 0.373 0.023 0.178 0.170 0.141 -0.007 0.003 -0.027 -0.035 -0.050 0.050 1.000     

SHPROT 0.002 0.016 -0.010 -0.033 0.002 -0.014 0.008 0.029 0.147 0.005 -0.005 -0.058 0.058 0.092 0.021 0.111 0.008 0.039 0.008 0.078 -0.056 -0.042 0.042 0.016 1.000   

TRANS 0.005 0.042 0.022 0.043 -0.018 -0.056 -0.014 -0.001 0.022 -0.054 0.054 0.049 -0.049 0.006 0.054 0.028 -0.046 -0.036 -0.046 -0.049 0.005 0.027 -0.027 -0.033 0.194 1.000 
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4.2 Abnormal return analysis 
 

In Table 5, the first section of the abnormal return analysis is shown. According to hypothesis 1a of this 

study, IMS is significantly positive across all time samples. However, the results point out that this is 

not the case. IMS is significant at the 1% level in the pre-crisis sample and significant at the 5% level in 

the total sample at announcement but both negative, contradicting hypothesis 1. This effect is 

strengthened by examining completion returns. Here, IMS provides significant negative returns at the 

5% level in the post-crisis sample. This means that banks who acquired to increase their market share 

saw their market capitalization dropping, indicating that shareholders did not have trust in these kinds 

of acquisitions.  

Hypothesis 2a proposes that ACQ is significantly positive in all periods. The results show that ACQ 

provides negative abnormal returns in four out of eight samples, being statistically negative at the mid-

crisis sample at the 1% level at announcement. This contradicts hypothesis 2a as well. 

Hypothesis 3a expects GEO to be positive in all periods as well. GEO provides positive abnormal returns 

four out of eight times but is only significantly negative in the pre-crisis sample at announcement at 

the 1% level, contradicting hypothesis 3a.  

Hypothesis 4a dealt with IND. It is suggested that IND is negative across all time samples. IND provides 

negative returns in five out of eight samples. However, these results are not statistically significant so 

no conclusions can be drawn about the negative values.  

The fifth hypothesis expects MAT to provide positive returns. MAT provides positive abnormal returns 

in seven out of eight samples. However, since MAT lacks occurrence, no conclusions can be drawn. 

Overall, the results show that acquisitions conducted around the financial crisis generally, although 

marginally, destroyed shareholder value. The average loss of shareholders is 0.278% at announcement. 

This result is significant at the 10% level. This confirms the proposed fact that in general, acquisitions 

destroy shareholder’s value. 
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Table 5. CAR Student t-tests announcement           
Announcement [-1,+1] Pre Mid Post Total 

  N Mean N Mean N Mean N Mean 
IMS 135 -0.883*** 98 -0.454 86 -0.721 319 -0.708** 

    (-3.807)   (-0.573)   (-1.266)   (-2.335) 

ACQ 19 -0.749 21 -1.643*** 19 0.980 59 -0.510 

    (-1.432)   (-2.645)   (1.420)   (-1.351) 

GEO 51 -1.014*** 42 0.137 32 0.354 125 -0.277 

    (-2.592)   (0.207)   (0.862)   (-0.934) 

IND 13 -0.703 21 1.125 15 -0.560 49 -0.178 

    (-1.221)   (1.464)   (-0.498)   (-0.333) 

MAT 5 0.390 6 -0.553 8 -0.471 19 -0.270 

    (0.228)   (-0.622)   (-0.285)   (-0.324) 

MIX 167 0.287 129 0.079 83 0.294 379 0.218 

    (1.159)   (0.213)   (0.463)   (1.005) 

Total 390 -0.392*** 317 0.037 243 -0.310 950 -0.278* 

    (-2.744)   (0.155)   (-1.216)   (-1.934) 

Completion [-1,+1] Pre Mid Post Total 
  N Mean N Mean N Mean N Mean 

IMS 135 -0.369 98 0.267 86 -0.818** 319 -0.307* 

    (-1.257)   (0.255)   (-2.228)   (-0.973) 

ACQ 19 0.059 21 0.698 19 -0.548 59 0.091 

    (0.167)   (0.742)   (-1.208)   (0.235) 

GEO 51 0.285 42 0.115 32 -0.691 125 -0.022 

    (1.047)   (0.330)   (-1.148)   (-0.097) 

IND 13 0.206 21 1.264 15 -2.935 49 -0.106 

    (0.381)   (1.418)   (-0.992)   (-0.128) 

MAT 5 -0.710 6 1.741 8 1.408 19 0.956 

    (-0.521)   (1.630)   (1.399)   (1.457) 

MIX 167 0.279 129 0.154 83 0.300 379 0.241 

    (1.417)   (0.386)   (0.611)   (1.247) 

Total 390 0.073 317 0.176 243 -0.377* 950 -0.078 

    (0.613)   (0.724)   (-1.769)   (-0.070) 

This table presents the effect of the acquirer announcement and completion returns of an acquisition. The number presented is the 
mean of CAR [+1,-1] and t-statistics are shown in the parentheses. *, **, *** presents significance at the 10%, 5% and 1% level 
respectively.  

Table 6 shows the results of the Cowan Generalized Sign Test. The results presented in Table 5 are in 

line with the outcome of hypothesis 1 presented earlier. IMS is (significantly) negative at 

announcement in the pre- and post-crisis sample (at the 5% level) as well as for the total sample (at 

the 1% level). Furthermore, IMS is statistically negative at completion in the post-crisis and total 

sample. This contradicts the proposed relationship established in prior literature that acquiring to gain 

market share creates value for shareholders. We cannot reject the null hypothesis that IMS provided 

positive abnormal returns. The results are robust with the outcome of the t-tests conducted before. 
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The negative relationship could be explained by the notion that shareholders possibly relate acquiring 

for market share with empire building which is negatively valued by shareholders in general. 

ACQ provides statistically negative CARs (at the 5% level) at announcement in the mid-crisis sample 

and statistically positive CARs at the 5% level in the post-crisis sample. Because the results are not 

consistently significantly positive across the samples, we cannot confirm hypothesis 2a. 

Table 6. CAR Cowan Generalized Sign Test           
Announcement [-1,+1] Pre Mid Post Total 

  N Pos:Neg N Pos:Neg N Pos:Neg N Pos:Neg 

IMS 135 54:81** 98 45:53 86 31:55** 319 130:189*** 

    (0.971)   (0.724)   (0.987)   (0.997) 

ACQ 19 9:10 21 5:16** 19 14:5** 59 28:31 

    (0.467)   (0.980)   (0.027)   (0.536) 

GEO 51 22:29** 42 26:16** 32 16:16 125 64:61 

    (0.951)   (0.039)   (0.441)   (0.290) 

IND 13 6:7 21 11:10 15 7:8 49 24:25 

    (0.589)   (0.350)   (0.565)   (0.482) 

MAT 5 2:3 6 2:4 8 6:4 19 8:11 

    (0.620)   (0.754)   (0.476)   (0.703) 

MIX 167 87:80 129 68:61 83 36:47 379 189:190 

    (0.120)   (0.202)   (0.830)   (0.208) 

Total 390 179:210 317 157:160 243 108:136* 950 444:506 

    (0.772)   (0.362)   (0.902)   (0.824) 

Completion [-1,+1] Pre Mid Post Total 

  N Pos:Neg N Pos:Neg N Pos:Neg N Pos:Neg 

IMS 135 58:77 98 43:55 86 33:53** 319 134:185** 

    (0.898)   (0.856)   (0.956)   (0.989) 

ACQ 19 7:12 21 12:9 19 9:10 59 28:31 

    (0.788)   (0.208)   (0.616)   (0.372) 

GEO 51 29:22 42 18:24 32 12:20* 125 59:66 

    (0.140)   (0.750)   (0.897)   (0.638) 

IND 13 8:5 21 12:9 15 6:9 49 26:23 

    (0.200)   (0.251)   (0.748)   (0.272) 

MAT 5 2:3 6 5:1* 8 3:5 19 10:9 

    (0.654)   (0.074)   (0.728)   (0.372) 

MIX 167 82:85 129 68:61 83 37:46 379 187:192 

    (0.283)   (0.148)   (0.782)   (0.267) 

Total 390 195:194 317 169:148 243 107:137* 950 471:479 

    (0.182)   (0.042)   (0.907)   (0.181) 
This table presents the amount of positive:negative CARs of the acquirer's announcement and completion returns. The sample consists 
out of 950 acquisitions done by 372 banks. Acquisitions within another event window are deleted from the sample. *, **, *** presents 
significance at the 10%, 5% and 1% level respectively. The P-values are shown in the parentheses. 



29 
 

GEO results in significant positive returns in the mid-crisis sample. However, this is not found in other 

periods so hypothesis 3a cannot be confirmed. 

Furthermore, IND is not significantly negative over any of the time samples which was predicted by 

hypothesis 4a. Because of the insignificance of the results, no conclusions can be drawn from the 

results. 

At last, MAT is significantly positive at the 10% level in the mid-crisis completion sample but since the 

acquisition strategy ‘MAT’ occurred just 19 times in total, no statistical inferences can be made. 

Additionally, many authors highlight the fact that shareholder protection significantly influences 

shareholder returns (Rossi & Volpin, 2004; Giannetti & Koskine, 2010; Ouyang & Zhu, 2016; among 

others). They propose that shareholder protection is positively related with abnormal returns. To 

investigate whether the results provided earlier in this study are robust to different levels of 

shareholder protection, the sample is split between acquirers from countries governed by a common 

law system and acquirers from countries governed by a code law system. In unreported results, clear 

evidence shows that countries with common law governance have higher levels of shareholder 

protection in place. This proves that the common- and code law designation is a perfect proxy for 

shareholder protection. The average level (on a 1 – 9 scale) of shareholder protection for code law 

countries is 6.103 while this is 6.769 for common law countries. The difference in means is significant 

at the 1% level (t-stat: 14.333). Opposed to what is suggested by prior literature, firms from countries 

governed by code law systems earn significantly higher returns compared to countries governed by 

common law systems in the pre-crisis and in the total sample upon announcement as shown in Table 

Table 7. Common- versus Code law             
Announcement [-1,+1]                 

  N Pre N Mid N Post N Total 

Common 214 -0.751*** 128 -0.158 116 -0.716 458 -0.574*** 
    (-2.737)   (-0.667)   (-1.577)   (-2.852) 

Code 176 0.042*** 189 0.169 127 0.058 492 0.095*** 

    (2.737)   (0.667)   (1.577)   (2.852) 

Completion [-1,+1]                 

  N Pre N Mid N Post N Total 

Common 214 -0.028 128 -0.197 116 -0.500 458 -0.127 

    (-0.861)   (-1.264)   (-0.604)   (-1.049) 

Code 176 0.188 189 0.428 127 -0.242 492 0.103 

    (0.861)   (1.264)   (-0.604)   (1.049) 
This table presents the average CARs regarding to whether a bank's home country governance is characterized by a common law or code 
law system using two-sample t-tests.  *, **, *** presents significance at the 10%, 5% and 1% level respectively. The t-statistics are shown 
in the parentheses. 
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7. The higher returns earned by shareholders from code law countries could be explained by the risk-

return equilibrium where higher risk (=lower shareholder protection) requires higher returns. 

Moreover, to check whether results found in this study are robust to differences in governance 

systems, the dataset is split into a sample with bidders originating from common law governed 

countries and bidders originating from code law governed countries. After conducting t-tests, 

unreported results point out that previous found results are robust. IMS and GEO are still negatively 

significant in the pre-crisis sample upon announcement while ACQ remains negatively significant in the 

mid-crisis sample upon announcement. It seems to be clear that in the pre-crisis period, acquiring for 

market share and acquiring to expand geographically provides negative abnormal returns. Acquiring 

to obtain intangibles results in negative returns in the mid-crisis period. 

Hypothesis 1b – 5b predicts which periods provide the highest or lowest return for a given acquisition 

strategy. To test these hypotheses, One-Way ANOVA tests are conducted. One-Way ANOVA tests the 

difference in means between more than two samples. Results are reported in Table 8. Before 

inferences about the difference between the time samples and corresponding p-values are made, tests 

are applied to test the homogeneity of the variances of the variables. When they appear to be 

homogenous, the Bonferroni correction is applied. The Bonferroni correction multiplies the p-value 

with the number of groups to control for incorrect significant findings (type-1 errors). When variances 

are unequal, the Games-Howell correction is applied to account for heterogenetic variances in the 

samples. 

Hypothesis 1b predicts that IMS provides similar returns for all samples. Since no significance of 

differences is observed, the null hypothesis that IMS provides significantly different returns across the 

time samples is rejected and the alternative hypothesis, that abnormal returns resulting from using 

IMS as an acquisition strategy do not vary over time, is confirmed. 

Hypothesis 2b expects that returns from using ACQ as the acquisition strategy increase over time. 

Results point out that this is not the case. No clear relationship is observed over time. However, results 

point out that in the years after the crisis, acquiring to obtain intangible resources provides significantly 

higher returns (at the 5% level) compared during the mid-crisis years. But, since this effect is not found 

between the pre- and mid-crisis period, hypothesis 2b cannot be confirmed. 

Hypothesis 3b proposes that in contrast to hypothesis 2b, returns from GEO decline over time. This 

proposition is in line for the CARs at completion but statistically insignificant. Consequently, no 

conclusions can be drawn and thus, the hypothesis cannot be confirmed. 
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Hypothesis 4b predicts that IND provides the highest returns in the mid-crisis sample. This proposition 

appears to be true; IND returns are the highest during the mid-crisis sample although not statistically 

significant and thus, hypothesis 4b cannot be confirmed. 

The last hypothesis expects that MAT provides the highest returns for the mid-crisis sample. As said 

before, due to the lack of occurrence of this acquisition strategy, no meaningful inferences can be 

made. Hypothesis 5b cannot be confirmed. 

Table 8. Difference between periods               
Announcement [-1,+1] Pre Mid Post       

  N Mean N Mean N Mean Pre - Mid Pre - Post Post - Mid 

IMS 135 -0.883 98 -0.454 86 -0.721 -0.429 -0.162 0.267 

              (0.858) (0.959) (0.960) 

ACQ 19 -0.749 21 -1.643 19 0.980 0.894 -1.729 -2.623** 

              (0.918) (0.168) (0.011) 

GEO 51 -1.014 42 0.137 32 0.354 -1.151 -1.368 -0.217 

              (0.289) (0.206) (1.000) 

IND 13 -0.703 21 1.125 15 -0.560 -1.828 -0.143 1685 

              (0.428) (1.000) (0.467) 

MAT 5 0.390 6 -0.553 8 -0.471 0.943 0.861 -0.082 

              (1.000) (1.000) (1.000) 

MIX 167 0.287 129 0.079 83 0.294 0.208 -0.007 -0.215 

              (0.883) (1.000) (0.959) 

Completion [-1,+1] Pre Mid Post       

  N Mean N Mean N Mean Pre - Mid Pre - Post Post - Mid 

IMS 135 -0.369 98 0.267 86 -0.818 -0.636 0.449 1.085 

              (0.799) (0.611) (0.525) 

ACQ 19 0.059 21 0.698 19 -0.548 -0.639 0.607 1246 

              (0.809) (0.583) (0.467) 

GEO 51 0.285 42 0.115 32 -0.691 0.170 0.976 0.806 

              (1.000) (0.256) (0.513) 

IND 13 0.206 21 1.264 15 -2.935 -1.058 3.141 4.199 

              (0.573) (0.556) (0.344) 

MAT 5 -0.710 6 1.741 8 1.408 -2.451 -2.118 0.333 

              (0.378) (0.458) (0.972) 

MIX 167 0.279 129 0.154 83 0.300 0.125 -0.021 -0.146 

              (0.965) (0.995) (0.965) 
This table presents the average CARs per sample and compares them to each other using One-Way ANOVA. *, **, *** presents 
significance at the 10%, 5% and 1% level respectively. The P-values are shown in the parentheses. 

To test the sixth hypothesis, the returns of the announcements of the acquisitions are compared with 

the returns of the completions of the acquisitions. The proposed relationship in hypothesis 6 is that 

reaction of shareholders is fiercer around completion compared to announcement. As shown by the 

results in table 9, the reaction is only fiercer at the mid- and post-crisis sample but this is not 
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statistically different from the announcement returns. In contrast to the hypothesis, the reaction of 

shareholders is significantly fiercer at announcement in the pre-crisis sample. 

Table 9. Announcement and completion returns         
  N Pre N Mid N Post N Total 

Announcement 390 -0.391** 317 0.037 243 -0.309 950 -0.227 

    (-2.504)   (-0.406)   (0.207)   (-1.369) 

Completion 390 0.072** 317 0.176 243 -0.376 950 -0.008 

    (-2.504)   (-0.406)   (0.207)   (-1.369) 
This table compares the CARs of announcements with CARs of completion using two-sample t-tests.  *, **, *** presents significance at 
the 10%, 5% and 1% level respectively. The t-statistics are shown in the parentheses. 

4.3 Regression analysis 
 

This section discusses the outcome of the multivariate regression analysis. The goal of this is to check 

whether the results found earlier in this study are robust to other influences. The influences tested are 

deal characteristics, some of them proposed by Walker’s (2000) study and other relevant variables 

used by Beltratti & Paladino (2013). In the regression, the influence of a certain acquisition strategy is 

compared to if no clear strategy or a mix of strategies is used (MIX variable in this study). This is because 

MIX is the reference category in the regression for the acquisition strategies. The pre-crisis results of 

the regression analysis are reported in Table 10. Regression models (i) – (iii) are run twice to account 

for both announcement and completion returns and are based on equation (6) – (8). Overall, the 

results from the regression analysis are robust to results found earlier in section 4.2. 

At first, in Table 10, the regression results for the pre-crisis sample are presented. IMS, as in line with 

the results presented in Table 5 and 6, provides significantly negative abnormal returns at 

announcement. This result is robust when adding deal characteristics to the regression model.  

Furthermore, IMS is significant at the 10% level at completion. However, this result disappears when 

adding deal characteristics. Negative results for GEO are statistically significant, both at model (i) as 

well as in model (iii) when adding deal characteristics. This coincides with the results presented in Table 

5. The highest adjusted R2 (0.067) is observed in model (iii) at announcement, indicating that this model 

explains 6.70% of the variance of the CARs at announcement for the pre-crisis sample.  

The results are not in line with the outcome of Walker’s (2000) study. He finds that acquiring for market 

share and geographical expansion provides significantly positive abnormal returns. However, this 

finding is not necessarily a contradiction to Walker (2000)’s study since he investigates a different time 

period and different industries.  
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Table 11 accounts for the mid-crisis sample. No significant results are found related to the dependent 

variables except for ACQ at announcement. ACQ is significantly negative at the 10% level. The natural 

logarithm of the deal value (LNDEAL) is significantly negative at completion, both in model (ii) and (iii), 

at the 1% level. This is in line with the results of the study conducted by Travlos et al. (2013), indicating 

that by acquiring smaller targets, higher returns are earned by shareholders. 

Table 12, the regression analysis for the post-crisis sample does not show any significant results except 

for LNDEAL at announcement (model (ii)). The adjusted R2 values are low or even negative, suggesting 

that the relationship might not be linear.  

The results of the full sample are presented in Table 13. In here, IMS is significant at announcement at 

the 1% level, coinciding with results found earlier in this study. Furthermore, LNDEAL is significant at 

the 10% level over all specifications. The size of the deal does negatively influence the returns earned 

by shareholders. 
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Table 10. OLS regression analysis pre-crisis sample       
     Announcement CARs [-1,+1]           Completion CARs [-1,+1]   

  (i) (ii) (iii) (i) (ii) (iii) 

Constant 0.190 0.183 0.360 0.087 -0.168* -0.243 

  (1.022) (1.096) (1.259) (1.433) (-1.678) (-1.478) 

IMS -0.181***   -0.216** -0.092*  -0.005 

  (-3.325)   (-2.306) (-1.661)   (-0.052) 

ACQ -0.075   -0.049 -0.011   -0.086 

  (-1.452)   (-0.569) (-0.219)   (-0.955) 

GEO -0.129**   -0.300*** -0.027   0.042 

  (2.411)   (-3.173) (-0.507)   (0.426) 

IND -0.066   -0.127 0.005   -0.072 

  (1.280)   (-1.484) (0.095)   (-0.806) 

MAT -0.061   -0.107 -0.011   -0.128 

  (1.202)   (-1.248) (-0.209)  (-1.445) 

LNDEAL   -0.108 -0.068   0.148 0.139 

    (-1.184) (-0.738)   (1.618) (1.455) 

CASH   0.043 -0.022   -0.039 -0.038 

    (0.492) (-0.262)   (0.445) (0.425) 

DOMESTIC   0.115 -0.153   -0.116 -0.112 

    (1.266) (-1.602)   (1.267) (1.127) 

RELSIZE   0.063 0.040   0.041 0.033 

    (0.665) (0.440)   (0.439) (0.352) 
              

Observations 390 390 390 390 390 390 

Adj R² 0.036 0.004 0.067 -0.005 -0.002 -0.009 

F 2.861** 1.127 2.066** 0.587 0.946 0.869 
This table presents the results of the OLS regression analysis. The dependent variables are the CARs [-1,+1] at announcement and 
completion.  *, **, *** presents significance at the 10%, 5% and 1% level respectively. The t-statistics are shown in the parentheses. 
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Table 11. OLS regression analysis mid-crisis sample       
  Announcement CARs [-1,+1]   Completion CARs [-1,+1]   

  (i) (ii) (iii) (i) (ii) (iii) 

Constant 0.128 0.118 0.175 0.099 0.221*** 0.265*** 

  (0.409) (1.432) (1.484) (0.407) (3.039) (3.254) 

IMS -0.013   0.018 -0.038  0.043 

  (-0.202)   (0.233) (-0.603)   (0.566) 

ACQ -0.105*   -0.104 0.027   0.021 

  (-1.785)   (-1.461) (0.453)   (0.298) 

GEO -0.013   0.025 -0.003   0.040 

  (-0.215)   (0.324) (-0.053)   (0.532) 

IND 0.064   0.062 0.064   0.122* 

  (1.090)   (0.856) (1.086)   (1.730) 

MAT -0.023   -0.014 0.050   0.106 

  (-0.395)   (-0.197) (0.875)   (1.537) 

LNDEAL   -0.095 -0.105   -0.225*** -0.257*** 

    (-1.282) (-1.363)   (-3.081) (-3.405) 

CASH   0.046 0.047   0.027 0.013 

    (0.67) (0.670)   (0.404) (0.188) 

DOMESTIC   -0.083 -0.067   -0.038 -0.037 

    (-1.194) (-0.886)   (-0.563) (-0.508) 

RELSIZE   -0.031 -0.034   -0.009 -0.007 

    (-0.407) (-0.454)   (-0.127) (-0.088) 

              

Observations 317 317 317 317 317 317 

Adj R² 0.000 -0.004 -0.011 -0.006 0.031 0.030 

F 1.029   0.758  0.732 0.610      2.751** 1.756* 
This table presents the results of the OLS regression analysis. The dependent variables are the CARs [-1,+1] at announcement and 
completion.  *, **, *** presents significance at the 10%, 5% and 1% level respectively. The t-statistics are shown in the parentheses. 
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Table 12. OLS regression analysis post-crisis sample       
  Announcement CARs [-1,+1]   Completion CARs [-1,+1]   

  (i) (ii) (iii) (i) (ii) (iii) 

Constant -0.151 -0.129* 0.218 0.157          0.058 0.200 

  (-0.449) (-1.747) (-1.321) (0.270)         (0.404) (0.749) 

IMS -0.093   -0.076 -0.118   -0.159* 

  (-1.258)   (-0.834) (-1.591)   (-1.731) 

ACQ 0.082   0.075 -0.052   -0.026 

  (-1.203)   (0.937) (-0.766)   (-0.319) 

GEO 0.048   0.068 -0.081   -0.141 

  (0.688)   (0.78) (-1.143)   (-1.613) 

IND -0.013   0.088 -0.089   -0.083 

  (-0.197)   (1.137) (-1.308)   (-1.065) 

MAT -0.012   -0.075 0.071   0.070 

  (-0.184)  (-0.987) (1.068)   (0.925) 

LNDEAL   0.134* 0.099   -0.045 -0.049 

    (1.695) (1.209)   (-0.568) (-0.597) 

CASH   0.001 -0.013   0.022 0.002 

    (0.007) (-0.171)   (0.296) (0.028) 

DOMESTIC   0.000 0.021   -0.041 -0.033 

    (-0.005) (0.229)   (-0.519) (-0.363) 

RELSIZE   0.040 -0.003   -0.004 -0.027 

    (0.505) (-0.030)   (-0.052) (-0.319) 

              

Observations 243 243 243 243 243 243 

Adj R² 0.002 -0.004 0.000 -0.018 -0.018 -0.008 

F 1.098 0.789 1.006 0.960 0.158 0.841 
This table presents the results of the OLS regression analysis. The dependent variables are the CARs [-1,+1] at announcement and 
completion.  *, **, *** presents significance at the 10%, 5% and 1% level respectively. The t-statistics are shown in the parentheses. 
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Table 13. OLS regression analysis full sample       
  Announcement CARs [-1,+1]   Completion CARs [-1,+1]   

  (i) (ii) (iii) (i) (ii) (iii) 

Constant 0.091 0.093 0.135* 0.056          0.107* 0.124** 

  (0.000) (1.603) (1.719) (0.000)         (1.935) (2.009) 

IMS -0.093***   -0.076 -0.039   -0.041 

  (-2.603)   (-1.520) (-1.083)   (-0.822) 

ACQ -0.034   -0.017 0.006   0.010 

  (-1.02)   (-0.383) (0.175)   (0.219) 

GEO -0.026   0.004 -0.002   -0.022 

  (-0.751)   (0.081) (-0.056)   (-0.458) 

IND 0.011   0.056 -0.006   0.004 

  (0.329)   (1.262) (-0.187)   (0.097) 

MAT -0.011   -0.014 0.036   0.039 

  (-0.321)   (-0.329) (1.090)   (0.878) 

LNDEAL   -0.077* -0.080*   -0.085* -0.086* 

    (-1.727) (-1.762)   (-1.915) (-1.897) 

CASH   0.023 0.015   0.008 0.003 

    (0.525) (0.350)   (0.181) (0.072) 

DOMESTIC   -0.054 -0.031   -0.076* -0.069 

    (-1.237) (-0.624)   (-1.741) (-1.400) 

RELSIZE   0.003 -0.005   -0.004 -0.006 

    (0.058) (-0.102)   (-0.092) (-0.140) 

              

Observations 950 950 950 950 950 950 

Adj R² 0.003 0.001 0.002 -0.002 0.004 -0.001 

F 1.579 1.173 1.111 0.595 1.582 0.933 
This table presents the results of the OLS regression analysis. The dependent variables are the CARs [-1,+1] at announcement and 
completion.  *, **, *** presents significance at the 10%, 5% and 1% level respectively. The t-statistics are shown in the parentheses. 

At last, the cross-sectional determinants used by Beltratti & Paladino (2013) are investigated to 

examine whether their results found for the banking industry are also present in the sample of this 

study. Earlier in this study, evidence is provided that COMMON could be used as a proxy for 

shareholder protection. When trying multiple specifications of the model, it appeared to be that when 

COMMON was added to the regression without SHPROT, the adjusted R2 was higher, indicating that 

the common law dummy has more explanatory power than the variable for shareholder protection. 

Thus, SHPROT will be left out of the regression to increase the explanatory power of the model.  

At first, the predictors outset in Table 2 are regressed against the dependent variable (CAR) to check 

whether they influence the abnormal returns without incorporating the acquisition strategies. Since 

no trends or significant influences are found, tables remain unreported. When analyzing the pre-crisis 

period at first, no control variables show significance. In the mid-crisis period, DOMESTIC is negatively 
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significant at the 5% level, both at announcement and completion indicating that during the crisis, 

shareholders value cross-border acquisitions higher than domestic acquisitions. Furthermore, RELGDP 

and LNMKTC are negatively significant at the 5% level at completion. It appears to be that the greater 

the income differences are between the acquirer and target country, the lower the completion return 

earned by shareholders is. This shows that during the crisis, shareholders did not appreciate 

acquisitions in poorer countries. Moreover, it seems that larger companies are worse acquirers during 

the crisis. These effects remain consistent when adding the acquisition strategies. The post-crisis 

sample does not show any results worth highlighting. At last, in the full sample, ROE positively 

influences CARs at completion at the 1% level, indicating that banks with a solid return on equity are 

better acquirers, probably due to the fact that they hold better investment opportunities. This effect 

remains significant at the 1% level when adding acquisition strategies to the regression model. 

However, transparency, paying with cash and delta volatility are not significant in any specification of 

the regression as opposed what is found by Beltratti & Paladino (2013). 

5. Conclusions 
 

This study examined the effect of acquisition strategies on the abnormal returns earned by 

shareholders on a sample focused on three periods around the financial crisis on a sample of 950 

acquisitions conducted by 378 unique banks. The period of interest ranges from 2004 to 2012. This 

study builds on previous studies conducted by Walker (2000) and Beltratti & Paladino (2013) who 

examine the relationship between abnormal returns and acquisition strategies and the relation 

between abnormal returns and the financial crisis respectively. By combining their methodologies, a 

comprehensive research to acquirer’s return with respect to acquisition strategies is presented. 

Results point out that shareholders are generally indifferent to which acquisition strategy is used. 

Furthermore, the reaction of shareholders is not fiercer at completion, as opposed what is suggested 

by prior research works. 

In the pre-crisis period, acquiring to increase market share provides robust negative abnormal returns. 

This is contradicting earlier research by Eckbo, (1985), Boulding & Staelin (1990) and, Gosh (2004) who 

find that acquiring to increase market share provides positive abnormal returns. It seems that this 

positive effect has shifted over time and is not present in the years prior to the crisis. Shareholders 

seem to dislike acquisitions to acquire market share. This could be explained by the empire building 

argument where managers try to expand their conglomerate without thinking about whether the 

acquisitions create value. Shareholders could relate acquisitions to increase market share to empire 

building activities and therefore value it negatively. Furthermore, as in line with the expectation, 
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abnormal returns resulting from acquiring to increase market share do not vary across the periods 

examined. 

It seems that shareholders value acquisitions with the goal to acquire intangible assets negatively, as 

opposed to statements provided earlier in this study. This could be caused by the assumption of 

shareholders of acquiring an unrelated firm while it holds important intangible resources for the bank, 

and therefore value it negatively. Moreover, empirical evidence shows that abnormal returns resulting 

from acquiring to obtain intangibles increases over time but not consistently. This expectation relies 

on the proposition by (Skinner, 2016) that banks struggle more than ever to create innovations. Due 

to the increased importance of acquiring those innovations, acquiring intangibles should be valued 

increasingly positive over time. However, this study cannot confirm his proposition. 

The finding of this study that acquiring to diversify geographically is related with negative abnormal 

returns contradicts the findings of most prior research works but coincides with the findings of Reddy 

et al. (2014) and Rao & Reddy (2015) who show that geographical diversification efforts are depressed 

around the financial crisis. Furthermore, the notion that increasingly integrated world markets depress 

abnormal returns resulting from acquiring to diversify geographically over time cannot be confirmed 

by this study as well. 

Furthermore, shareholders appear to be indifferent to unrelated acquisitions. Malmendier & Tate, 

(2007) and Walker, (2000) suggest that the relationship between shareholder returns and unrelated 

acquisitions is negative. It seems that the proposed negative effects of acquiring unrelated firms are 

not clearly present in the banking industry around the financial crisis. 

Acquiring to profit from suddenly arising market timing opportunities lacked occurrence throughout 

the study and thus, no conclusions can be drawn from the analysis. The lack of occurrence can be 

caused by the fear for reputational damage by managers when admitting the firm they lead faces 

bankruptcy and therefore, they do not state this in the acquisition rationale. 

The reactions of shareholders are not consistently fiercer at announcement compared to completion 

in all samples, only in the pre-crisis period. It seems that investors do not postpone their decision till 

the completion of the due diligence process but rather act immediately. To summarize the findings, 

Table 14 shows the outcome of the hypotheses. 
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Table 14. Hypotheses conclusions         
At announcement Pre-crisis Mid-crisis Post-crisis Total sample 

H1a, IMS provides positive CARs (***) - - (**) 

H2a, ACQ provides positive CARs - (***) - - 

H3a, GEO provides positive CARs (***) - - - 

H4a, IND provides negative CARs - - - - 

H5a, MAT provides positive CARs - - - - 
          
H1b, IMS CARs are not different over time Yes Yes Yes n.a. 

H2b, ACQ CARs increase over time - - - n.a. 

H3b, GEO CARs decrease over time - - - n.a. 

H4b, IND Highest CARs for mid-crisis sample - - - n.a. 

H5b, MAT Highest CARs for mid-crisis sample - - - n.a. 

At completion Pre-crisis Mid-crisis Post-crisis Total sample 

H1a, IMS provides positive CARs - - (**) (**) 

H2a, ACQ provides positive CARs - - - - 

H3a, GEO provides positive CARs - - - - 

H4a, IND provides negative CARs - - - - 

H5a, MAT provides positive CARs - - - - 
          
H1b, IMS CARs are not different over time Yes Yes Yes n.a. 

H2b, ACQ CARs increase over time - - - n.a. 

H3b, GEO CARs decrease over time - - - n.a. 

H4b, IND Highest CARs for mid-crisis sample - - - n.a. 

H5b, MAT Highest CARs for mid-crisis sample - - - n.a. 

H6, Heavier reaction at completion (**) - - n.a. 
Table 14 shows the outcome of the hypotheses. *, ** and, *** presents significance at the 10%, 5% and, 1% respectively. When results 
are contradicting the expectation of the hypothesis, the stars are presented between parentheses. N.a. means that the hypothesis is 
not applicable for a certain time sample. When significance levels are not applicable, ‘Yes’ or ‘No’ indicates whether the hypothesis is 
confirmed or not, respectively. 

Furthermore, this study examined whether the control variables proposed by Walker (2000) and 

Beltratti & Paladino (2013) held significant influence. Numerous regressions are conducted to find 

relevant influences. Specifications of both authors are regressed separately against the CARs, as well 

as together with the acquisition strategies. No clear continuous trends or significant influences are 

found after analysis. However, a result worth highlighting is that return on equity is positively affecting 

abnormal returns during the study period. It seems that banks with a solid return on equity are better 

acquirers. This positive result is not supported by Beltratti & Paladino’s (2013) study. 

 

Additionally, after dividing the dataset in acquisitions conducted by acquirers originating from 

common law countries and acquirers originating from code law countries, the results found earlier in 

this study regarding acquisition strategies are robust, no significant changes are found. Surprisingly, as 
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opposed what is suggested by prior literature, acquirers from code law governed countries earn higher 

returns compared to acquirers from common law governed countries.  

 

At last, since many studies (see, e.g., Grave et al., 2012, Reddy et al., 2014) only use two time samples 

(pre- and post-crisis) instead of three (adding mid-crisis) to investigate the effect of the financial crisis 

on abnormal returns, this study also split the dataset into two time periods to see whether these 

provided more solid returns than when split into three time periods. After splitting and testing the 

samples, conclusions can be drawn that overall, the specifications when split into three different 

samples provided superior results (higher adjusted R-squared values). The implication of this is that 

future research should also incorporate three time samples when studying the effects of the financial 

crisis on abnormal returns. This will likely increase the explanatory power of their models. 

5.1 Limitations 
 

This study holds some limitations. At first, personal judgment is important for the determination of the 

acquisition strategy. Some acquisition rationales imply that more than one strategic objective could be 

chosen. However, only one strategy was chosen per acquisition. When the acquisition rationale was 

rather vague or implied a hybrid form, MIX was chosen to ensure the purity of acquisition strategies. 

Furthermore, since banks are often global companies, it is sometimes hard to distinguish whether a 

bank is already active in a certain country. Some countries are so large that even when acquiring in the 

same country, it could still be designated as a geographical diversification.  

5.2 Further research 

 

Researchers and academics could extend this research by investigating another industry. It is likely that 

findings for the financial industry are not applicable to other industries since the financial industry is 

fundamentally different. Due to this, financial institutions are often excluded in event studies. Also, 

different recessions could be examined utilizing the same methodology. For example, one could make 

a comparison between the results of this study and results of upcoming recessions to see whether 

shareholders react in the same manner each recession. Additionally, this study only examined the 

short-term effects of certain acquisition strategies. It could therefore be interesting to examine long-

term effects of using different acquisition strategies. 
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7. Appendix 
 

This appendix outsets the keywords used to determine the acquisition strategy pursued by banks. 

Acquisition rationales are examined using these keywords. Examples of rationales are given per 

acquisition strategy. Firm information and names of persons are replaced by ‘…’ to retain the 

anonymity of this study. 

 

Increasing market share 

Keywords: ‘increasing market share’, ‘strengthen presence’, ‘increasing competitiveness’, ‘enhance 

efficiency’, ‘expansion strategy’, ‘leading position’. 

 

Example increasing market share 1:  

“This combination of our two companies positions German American with a total of five strategic 

offices located throughout the …. market and significantly increases our market share within the 

market.” 

 

Example increasing market share 2:  

“…, Chairman of the Management Board of .., said "Our private client business is an important 

revenue pillar in …. With the acquisition of …, we are further strengthening our leading position in 

our home market. This transaction underscores our readiness to make acquisitions in the highly 

competitive German market if they match with our overall strategic concept.” 

 

Acquiring intangibles 

Keywords: ‘acquiring intangibles’, ‘acquiring knowledge’, ‘acquiring staff’, ‘acquiring important 

resources’, ‘acquired to provide new products to our customers’. 

 

Example acquiring intangibles 1: 

“…, CEO and Chairman of the Board, …, said: "… is acquiring the leading investment banking 

platform specialising in securities trading, brokerage, mergers and acquisitions, corporate finance, 

asset management and private banking, all of which will be offered to our clients in Russia, the CIS 

and beyond. We are gaining the unique opportunity to offer modern financial services to more than 
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80,000 small and mid-sized … companies that up until now lacked such possibilities. … and … have 

cooperated for many years, and we plan to invest in our combined team to fully develop its potential 

and maximise the synergetic impact.” 

 

Example acquiring intangibles 2: 

“…, Vice Chairman and Global Head of Investment Servicing and Investment Research and Trading at 

…, said: "Today's announcement reflects our proven strategy of acquiring key technologies and 

platforms that enhance capabilities for our customers and expand our market share in high growth 

areas such as foreign exchange. This acquisition also diversifies … trading customer base beyond 

traditional asset managers to include more active currency managers and hedge funds. The future of 

global electronic foreign exchange trading will be determined by who can provide the most efficient 

technology solutions that allow quicker access to markets and flexible, comprehensive trading 

solutions.” 

 

Geographical diversification 

Keywords: ‘international expansion’, ‘penetrate foreign markets’, ‘start business in foreign market’, 

‘diversify geographically’, ‘grow outside home country’, ‘building global organization’. 

 

Example geographical diversification 1: 

“…, Executive Board Member of …, stated "This acquisition represents an excellent opportunity for … 

and for …. We know … very well. It is a strong commercial banking franchise in one of the most 

prosperous and productive regions of the United States, with high growth potential, which will further 

diversify …’s geographical reach.” 

 

Example geographical diversification 2: 

“This transaction is an important step in …’s international strategy and in our journey for building a 

truly global financial corporation. … is uniquely positioned due to its capital and funding capabilities 

to benefit from a growth potential offered by Central and Eastern European countries.” 

 

Industry diversification 

Keywords: ‘non-related acquisition’, ‘diversify operations’. 

 

Industry diversification example 1: 

“Mr …, Chief Executive Officer of …, said: "We are pleased to have the opportunity to team with this 

well-established, solidly-run, locally-based utility as … further expands its infrastructure interests in 
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the United States. … is a strong, stable company in a market that has displayed consistent demand 

over time. We believe it is an excellent, long-term investment for our consortium.” 

 

Industry diversification example 2: 

Last year we invested GBP 505 million in acquiring … to create the clear leader in budget hotels, …. 

Following this transaction, … has a strong platform to build on in the three sectors: budget hotels, 

restaurants, and health and fitness clubs.” 

 

Market timing 

Keywords: ‘profit from favorable market conditions’, ‘prevent … from bankruptcy’, ‘forced sale’.  

 

Market timing example 1: 

“Mr …, CEO of …, said: "The reason for the sale is the current favourable situation on the financial 

market.” 

 

Market timing example 2: 

“The transactions will save … from possible liquidation.” 

 

Mix of strategies 

Keywords: All combinations of keywords presented above could indicate a mix of acquisition 

strategies. Also, vague rationales are designated as being a mix since no clear strategy can be chosen. 

 

Mix example 1: 

“The proceeds of the sale will be returned to shareholders via a share repurchase transaction.” 

 

Mix example 2: 

"Our merger with … will allow us to create scale, giving us the ability to better compete in all of our 

markets by improving the efficiency of delivering a broad array of financial products and services. 

We are pleased to add a talented and seasoned group of managers and staff to our organization, as 

this is a key element to success in today's challenging banking environment. The partnership with … 

will give us an opportunity to expand our franchise, and increase the breadth of services we will 

offer. We are thrilled to have the opportunity to leverage our outstanding ability to deliver products 

and services over a larger geographic region.” 


