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Abstract 

This research examines the impact of acquisition strategies and the level of economic development 

of the target country on announcement returns of acquiring firms in the United Kingdom (UK) during 

the sixth (2003-2007) and upcoming takeover wave (2013-present). The different acquisition 

strategies concern geographic expansion (GEO), increasing market share (IMS), vertical integration 

(VERT), access to intangible resources (INT), concentric diversification (CDIV) and pure 

diversification (PDIV). Based on a sample of 877 acquisitions, evidence shows that GEO significantly 

creates value in the sixth wave and results in significantly lower announcement returns in the 

upcoming wave, possibly explained by a higher integration of capital and production markets. 

However, after adding the remaining acquisition strategies to the regression model, the latter effect 

disappears. It shows that VERT and CDIV result in significantly higher announcement returns in the 

upcoming wave compared to the sixth one. Evidence does not show a relation between the level of 

economic development of the target country and announcement returns. 
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1.  INTRODUCTION 

With the increase in confidence and a recovering economy, the number of transactions in the mergers 

and acquisitions (M&A) market is rising. The financial market is becoming more and more attractive 

again due to the historically low cost of capital and the availability of capital. Not only is the value of 

domestic transactions increasing, but also the value of cross-border transactions, which is currently 

at its highest level ever since 2007 (JP Morgan, 2015). While the main reasoning behind M&A is to 

drive shareholder value, prior research indicates that shareholder return on M&A is often not 

substantial and sometimes even negative (Moeller, Schlingemann, and Stulz, 2004). 

As takeover activity is substantially rising again since 2013, some speak of the occurrence of an 

upcoming takeover wave. Existing literature has already identified six takeover waves since the late 

1890s (Martynova and Renneboog, 2008). While the first four takeover waves predominantly took 

place in the United States (US), the most recent waves are more of international nature. This is not 

any different in the upcoming wave, where cross-border acquisitions are considered to be an 

important source of value creation (JP Morgan, 2015). According to Doukas and Travlos (1988), 

cross-border acquisitions create the most value when they exploit a high degree of uniquely 

international distortions in capital and production markets, which is the case when they provide new 

foreign market entry and when the target country is less-developed. This is also known as the 

positive-multinational-network hypothesis. However, as the world economy is increasingly 

integrating, the presence of uniquely international distortions is expected to decrease, which lowers 

the potential value a cross-border acquisition can create.  

Geographic expansion (GEO), which concerns new foreign market entry, is not the only acquisition 

strategy a firm can undertake. Next to GEO, five remaining acquisition strategies can be identified, 

namely increasing market share (IMS), vertical integration (VERT), access to intangible resources 

(INT), concentric diversification (CDIV), and pure diversification (PDIV) (Walker, 2000; Bower, 

2001). While the triggers and disruptors of takeover waves have a lot in common, preferences 

towards certain acquisition strategies may vary across waves (Akbulut and Matsusaka, 2010; Fan 

and Goyal, 2006). First, this research study will examine whether the acquisition strategy GEO and 

the level of economic development of the target country are valued differently during the upcoming 

wave compared to the previous one (2003-2007) by comparing announcement returns across the 

waves. Thereafter, as preferences towards acquisition strategies vary across waves, the impact of all 

acquisition strategies on announcement returns across the sixth and upcoming takeover wave will 

be examined. The overarching research question is as follows:  
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Does the impact of acquisition strategy and the level of economic development of the target  

country on announcement returns differ across the sixth and upcoming takeover wave? 

As global markets are becoming more integrated, it is expected that the presence of uniquely 

international distortions in capital and production markets decreases, which makes the acquisition 

strategy GEO less valuable (EY, 2015; Doukas and Travlos; 1988). Additionally, as uniquely 

international distortions are expected to be relatively lower in developed countries compared to less-

developed countries in the upcoming wave, it is hypothesized the relation between level of economic 

development and announcement returns will be more strongly negatively related in the upcoming 

wave. The acquisition strategy IMS is expected to result in no significant differences, as the benefits 

related to an increased market share (e.g. cost efficiency) are expected to have the same influence 

across the takeover waves. The acquisition strategy VERT is expected to result in lower 

announcement returns, as its value as risk management tool decreases along with the decrease in 

cash flow uncertainty in the upcoming takeover wave (Garfinkel and Hankins, 2011). The acquisition 

strategy INT is expected to result in higher announcement returns, due to intensified competition, 

continuously shortened product life cycles, and the current struggle of creating disruptive innovation 

from within (Shan, Song, and Ju, 2015; KPMG, 2015b). CDIV and PDIV are expected to lead to lower 

announcement returns, as preliminary indications of the upcoming wave show that investors prefer 

firms to be less diversified (JP Morgan, 2015).  

The impact of acquisition strategy and the level of economic development of the target country on 

announcement returns across takeover waves will be tested after controlling for factors such as 

cross-border transactions, listing status of the target, method of payment, size of the acquirer, 

relative size of the transaction, and the Tobin’s Q of the acquirer. Their influence on announcement 

returns is expected to be consistent across the waves. 

It is important to examine the impact of acquisition strategies on announcement returns across 

takeover waves as preferences towards certain acquisition strategies change over time. For instance, 

diversification was the dominant acquisition strategy during the third takeover wave, while the 

fourth takeover wave was marked by divestures and reorganization. Furthermore, as the world is 

becoming more integrated, it is especially interesting to examine whether the potential value of the 

acquisition strategy GEO decreases in the upcoming takeover wave. In addition, less-developed 

countries such as the BRICS (Brazil, Russia, India, China, and South Africa) are the focal point of this 

upcoming wave (Baker & McKenzie, 2013), which could imply that the uniquely international 

distortions can still be found there. Moreover, only a few studies have examined the impact of 
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acquisition strategies on announcement returns (e.g. Walker, 2000). This study contributes to the 

M&A literature by examining the acquisition strategy GEO and the level of economic development of 

the target country in more detail, by adding INT to the spectrum of acquisition strategies, by taking a 

larger sample, and by comparing the two most recent takeover waves.  

The empirical results of this study show that GEO significantly creates value in the sixth wave, but 

this effect does not remain in the upcoming takeover wave. More specifically, evidence is found in 

favor of the hypothesis that GEO results in significantly lower announcement returns in the upcoming 

takeover wave. No evidence is found in favor of the hypothesis that the level of economic 

development is more negatively related to announcement returns in the upcoming takeover wave. 

After adding the remaining acquisition strategies to the regression model, evidence from the 

multivariate analysis shows that VERT and CDIV result in significantly lower returns, while GEO does 

not significantly result in lower returns anymore.  

This study is organized as follows. In Section 2, existing literature will be reviewed to create a 

theoretical framework. Section 3 elaborates on the research method and data collection, followed by 

the results, discussed in Section 4. Finally, Section 5 provides a discussion and conclusion. 
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2. LITERATURE 

Corporate acquisitions have been well researched over the past century. An acquisition is defined as 

the transfer of ownership, which takes place when the bid of the acquiring company for the target is 

accepted or when the acquirer actively purchases shares of the target company to obtain the majority 

of ownership (Ross, Westerfield, Jaffe, and Jordan, 2011). Value is created when the combined assets 

of the individual firms are used more effectively together than separately (Shelton, 1988). Whether 

value is created can be determined by several perspectives. As it is difficult to isolate the effect of an 

acquisition on long-term performance, this master thesis will focus on the short-term shareholder 

wealth of acquiring firms. The announcement of an acquisition brings new information to the market, 

which updates the expectations of investors. Following the efficient market hypothesis, this new 

information should immediately be reflected in the share price, which causes an abnormal return 

around the announcement. The abnormal return, also known as the announcement return, can be 

estimated by the difference between the actual return and the expected (benchmark) return 

(Martynova and Renneboog, 2008). 

2.1 Takeover waves 

Prior research has identified six takeover waves since 1893. While takeover activity and profitability 

differ across waves, there are characteristics which the waves all have in common. Usually, takeover 

activity increases in times of economic recovery, in coincidence with rapid credit expansion created 

by prospering external capital markets, and end by a stock market crash, followed by an economic 

recession (Martynova and Renneboog, 2008). The most recent identified takeover wave emerged in 

2003 (from now on: sixth takeover wave) characterized by the recovery of economic and financial 

markets and the availability of abundant liquidity in terms of low financing rates and rich cash 

balances (Alexandridis, Mavrovitis, and Travlos, 2012). As the interest rate was attractively low, the 

dominant method of payment in the sixth wave was cash. By the end of 2007, concerns of investors 

and managers about the credit markets started to increase, which ended the takeover wave in the US 

(Alexandridis et al., 2012). However, takeover activity was still high in Europe, but started to 

decrease by the beginning of 2008, when the effects of a global recession and subprime crisis began 

to show. Potential acquirers cancelled deals, even when an agreement was already reached, and 

acquirers which did not cancel their deals experienced financial constraints (Gaughan, 2010). 

Currently, some speak of the occurrence of an upcoming takeover wave, as takeover activity is on the 

rise again since 2013. Dieudonne, Cretin, and Bouacha (2014) examined this resumed takeover 
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activity by building a proprietary M&A index and conclude that an upcoming wave is indeed 

emerging. After the global financial crisis, the economy is now recovering and confidence in the CEO 

and the board is returning. Furthermore, financial markets have become more favorable again as of 

the historically low cost of capital and the availability of capital (KPMG, 2015a). There is a shift from 

organic growth to acquiring external growth, as the prospects for organic growth are limited (JP 

Morgan, 2015). While cash offers are still dominant in the upcoming wave, JP Morgan (2015) reports 

an increase in the use of stock. Moreover, as companies struggle with creating disruptive innovation 

from within, innovative start-ups have become more popular targets in the upcoming takeover wave 

(KPMG, 2015b). This increasing search for intellectual property and strong brands is also reported 

by the Global Capital Confidence Barometer of EY (2015). Furthermore, the upcoming wave is 

characterized by spinoffs and firms which want to focus on their core business. Currently, investors 

prefer firms to be less diversified firms and highly value spinoffs of non-related businesses (JP 

Morgan, 2015). Another characteristic of the upcoming wave is an even greater focus on cross-border 

transactions, where companies in high-growth countries such as the BRICS are considered to be an 

attractive target. According to the report of Baker & McKenzie (2013, p. 6), “high-growth markets 

will become a focal point for M&A activity in 2013 and beyond”.  

 Explanations of the cyclical pattern of takeover activity 

Why takeovers occur in waves has been of interest among many researchers. Four theoretical models 

have been developed to explain this cyclical behavior of takeover activity, namely models on (1) 

business environment shocks, (2) agency problems and corporate governance, (3) managerial hubris 

and herding, and (4) market timing. Following the first model, takeover activity increases because of 

changes in the environment, such as economic growth, capital market conditions, deregulation, oil 

price shocks, foreign competition, financial innovation, industry shocks, and technological change. 

The second model includes the self-interest of managers to explain increases in takeover activity. 

Industrial shocks or booming markets can provide management with excessive funds, potentially 

leading to empire building. These types of takeovers, driven by personal objectives, are often value 

destructing. Another explanation for why takeovers destroy value is provided by the third model on 

managerial hubris and herding. This model states that firms tend to mimic the leading firm in the 

market. When the leading firm undertakes a successful takeover, the others are likely to follow, 

resulting in acquisitions based on the fear of lacking behind instead of an economic rationale. A 

combination of managerial hubris, which concerns overconfident managers who overestimate the 

synergistic value, and herding behavior results in even poorer acquisitions. Finally, the fourth model 
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on market timing states that takeovers occur in waves because of managers who want to take 

advantage of being temporarily overvalued, which tends to occur in financial bull markets. In this 

model, it is assumed that the manager of the target company wants to pursue his own short-term 

private benefits (Martynova and Renneboog, 2008).   

None of the above explained theoretical models is able to explain takeover activity alone. However, 

the most consistent evidence is found in favor of the first model. As a result of business environment 

shocks, takeover activity increases. Whether these takeovers create value depends on their potential 

synergistic value and whether managers behave in the best interest of their shareholders (Martynova 

and Renneboog, 2008). Hence, the hypotheses formed in section 2.3 will be based on whether the 

motive behind the acquisition is based on expected synergies or on the self-interest of managers. 

Thereafter, the influence of changes in the business environment of firms in the upcoming takeover 

wave will be discussed (e.g. globalization, cash flow uncertainty, shortened product cycles, changes 

in corporate governance), followed by an hypothesis. 

2.2 Acquisition strategies 

While a lot of studies make the distinction between related (i.e. same industry) and unrelated 

acquisitions (e.g. Montgomery and Singh, 1987), it does not capture the complete picture of 

acquisition strategies. Therefore, more demarcated acquisition strategies must be identified. The 

framework of this master thesis will be mainly based on the six strategic objectives of M&A 

introduced by Walker (2000), namely geographic expansion (achieving economies of scale by 

expanding the operations of the firm geographically), broaden the product line (achieving economies 

of scope by adding products to the product line), increase market share (achieving economies of scale 

by a horizontal acquisition), vertical integration (acquiring upstream or downstream activities), 

diversification without an overlap (unrelated target firm), and diversification with an overlap 

(unrelated target firm, but synergy potential as both firms serve the same market or sell similar 

products).  

In line with the work of Walker (2000), Bower (2001) introduces five different types of M&A 

strategies. He argues that takeovers occur for five reasons, namely “to deal with overcapacity through 

consolidation in mature industries; to roll-up competitors in geographically fragmented industries; 

to extend into new products or markets; as a substitute for R&D; and to exploit eroding industry 

boundaries by inventing an industry” (p. 94). The ‘overcapacity’ strategy can be linked to the 

increasing market share strategy introduced by Walker (2000), as the result of this type of 
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acquisition is greater market share. Moreover, the ‘geographic roll-up’ and ‘product or market 

extension’ strategies can be related to the strategies geographic expansion and broaden the product 

line. The ‘R&D’ strategy and ‘industry convergence’ strategy do not have an overlap with any of 

Walker’s strategic objectives. However, the R&D strategy is a rather interesting one, as it is increasing 

in popularity due to shortened product life cycles (Bower, 2001). These type of acquisitions replace 

in-house R&D. 

In accordance with Bower (2001), Boateng, Qian, and Tianle (2008) see access and acquisition of 

resources and technology as a valuable strategy. Next to this acquisition strategy, they identify ‘faster 

entry into foreign markets’, ‘achieving synergies from combining operations’, and ‘diversification’ as 

common strategies. Again, these strategies can be related to the strategic objectives identified by 

Walker, namely geographic expansion, increase in market share, and diversification without an 

overlap respectively.   

Lubatkin (1983) uses the Federal Trade Classification of mergers and identifies four types of M&A; 

horizontal/product concentric (acquisition of a firm in the same industry), vertical (acquisition of an 

upstream or downstream firm), marketing concentric (acquisition of a firm which serves the same 

consumers, but offers different products), and conglomerate (acquisition of a firm which operates in 

a separate market) M&A. These types can be used to determine the strategic fit and synergy potential 

of an acquisition. Their relatedness to the aforementioned strategic objectives can be observed in 

Table 1.  Based upon the discussed strategic objectives, a framework of six main acquisition strategies 

can be made. The impact of the following strategies will be examined: 

1. Geographic expansion  2. Increasing market share 

3. Vertical integration   4. Access to intangible resources 

5. Concentric diversification  6. Pure diversification



 

 
 

1
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  Table 1. Overview of acquisition strategies 

 
Geographic 

expansion 

Increasing market 

share 
Vertical integration 

Access to intangible 

resources 

Concentric 

diversification 
Pure diversification 

Description 

 

 

Entering new foreign 

markets by physical 

presence 

Horizontal acquisitions 

to broaden the scale 

and scope 

Acquiring upstream or 

downstream activities 

 

Accessing intangible 

resources like R&D and 

human capital 

Entering unrelated 

areas; overlapping 

businesses 

Entering unrelated 

areas; financial 

synergies 

Boateng et al. 

(2008) 

 

Faster entry into 

foreign markets 

 

Achieving synergies 

from combining 

operations 

n.a. 

 

 

Access and acquisition 

of resources and 

technology 

n.a. 

 

 

Diversification 

 

 

Bower (2001) Geographic roll-up & 

Market extension 

Overcapacity & 

Product or market 

extension 

n.a. R&D n.a.  n.a.  

Lubatkin 

(1983) 

n.a. Horizontal/product 

concentric 

Vertical n.a. Marketing concentric Conglomerate 

Montgomery 

and Singh 

(1987) 

n.a. Related acquisitions; 

market power, 

economies of scale and 

scope 

n.a. n.a. n.a. 

 

Unrelated acquisitions; 

e.g. reducing financing 

costs 

Walker (2000) 

 

 

Geographic expansion 

 

 

Increase market share 

& Broaden the product 

line 

Vertical integration 

 

 

n.a. 

 

Diversification with an 

overlap 

 

Diversification without 

an overlap 

 

This table describes the six main acquisition strategies, which are linked to the described strategic objectives by existing studies 
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2.3 Announcement returns, acquisition strategies, and level of economic development  

Existing literature acknowledges that not every acquisition strategy is value creating. For instance, a 

dominant amount of studies indicate that diversifying M&A either destroys value or generates a 

lower return, whereas horizontal M&A is considered to be value creating (Walker, 2000; Uddin and 

Boateng, 2009; Fan and Goyal, 2006). Furthermore, despite the common triggers and disruptors, the 

preference of firms and investors towards certain acquisition strategies differs across waves. The 

first (1893-1903) and second takeover wave (1919-1929) mainly concerned the formation of 

monopolies and oligopolies by horizontal consolidation, while the third wave (1950-1973) mainly 

concerned the formation of conglomerates by diversification. As the structure of conglomerates 

became inefficient, the fourth wave (1981-1989) was characterized by divestures and 

reorganization. The fifth wave (1993-2000) was more of international nature, since the main 

acquisition strategy was to gain access to global markets (Martynova and Renneboog, 2008). As 

differences in the dominance of acquisition strategies can be detected in the first five waves, the 

expectation is that this will differ across the sixth and upcoming wave as well, along with their 

influence on announcement returns. Furthermore, less-developed countries have become a focal 

point in the upcoming wave (Baker & McKenzie, 2013). This will possibly influence announcement 

returns across the takeover waves as well. Below, the influence of each acquisition strategy and the 

level of economic development of the target country on announcement returns will be discussed, 

followed by a hypothesis.  

 Geographic expansion  

When a firm decides to expand abroad, it can do so by acquiring a cross-border target. This strategy 

enables new foreign market entry and it creates economies of scope and scale (Bower, 2001). 

According to Erel, Liao, and Weisbach (2012), expanding abroad is associated with an additional set 

of frictions which can stimulate or impede acquisitions. These frictions are related to geographic or 

cultural differences, governance-related differences (e.g. accounting standards and legal protection), 

international tax effects, and imperfectly integrated capital markets. Especially the latter is of 

influence, as valuation differences can lead to a lower cost of capital due to the ‘wealth effect’. 

Accordingly, foreign firms are purchased by firms from wealthier countries following a decline in the 

poorer country’s stock market. In line with the above, the announcement of a firm to expand abroad 

may be seen by investors as a signal to transfer resources internationally to arbitrage uniquely 

international distortions in capital or production markets. Following Doukas and Travlos (1988), 
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shareholders of firms which acquire in countries where they do not already operate reap the greatest 

benefits from international acquisitions, which is in line with their positive-multinational-network 

hypothesis. This hypothesis entails that the stock market’s reaction is related to the potential value 

that the international acquisition can create. The potential value is higher when it is the first 

expansion to the target country, under the assumption that initial expansion provides the greatest 

payoff in terms of gaining knowledge about the conditions of the market and exploitable 

opportunities (Prather and Min, 1998). The findings of Walker (2000) support this. Hence, the 

rationale of this acquisition strategy is exploiting uniquely international distortions, which are 

expected to be the high when the target provides new foreign market entry. Therefore, Hypothesis 

1a is as follows: 

H1a: The acquisition strategy ‘geographic expansion’ is positively related to the 

announcement returns of acquirers 

Following Harris and Ravenscraft (1991), no difference in announcement returns is expected 

between cross-border and domestic acquisitions if international capital and takeover markets are 

perfectly integrated. The assumption of perfectly integrated markets is unrealistic, but one can 

conclude that the interconnectedness of global markets is increasing. Following the Global Capital 

Confidence Barometer of EY (2015), the forces of global integration are expected to remain present, 

as an increasing interconnectedness within the global economy can be observed. Evans and 

Hnatkovska (2014) also report an increasing trend in the integration of world markets, by looking at 

international capital flows and trade volumes. The average total trade volume amounted to 45.2 

billion euros in the sixth takeover wave, while it amounts to 67.9 billion euros in the upcoming wave1. 

As global markets are becoming more integrated, the expectation is that geographic expansion as 

acquisition strategy is becoming less valuable, as the presence of uniquely international distortions 

in capital and production markets is reduced (Harris and Ravenscraft, 1991). Therefore, Hypothesis 

1b is as follows: 

H1b: The acquisition strategy ‘geographic expansion’ leads to lower 

announcement returns in the upcoming takeover wave compared to the sixth 

takeover wave 

                                           
1 Source: Centraal Bureau voor de Statistiek (2015) 
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 Level of economic development 

As described on the previous page, cross-border acquisitions are motivated by frictions such as 

cultural and geographic distance, governance-related differences, international tax effects, and 

imperfectly integrated markets (Erel et al., 2012). Whether cross-border acquisitions create value 

depends on the presence of uniquely international distortions in the target country (Doukas and 

Travlos, 1988). Additionally to whether the target provides new foreign market entry, the level of 

economic development of the target country  is also of influence. The potential value of a cross-border 

acquisition is higher when the target is located in a less-developed country, as there is higher growth 

and less competition (Prather and Min, 1998). Hence, Hypothesis 2a is as follows:  

H2a: The level of economic development of the target country is negatively 

related to the announcement returns of acquirers 

Since the world economy is becoming more integrated, the potential value a cross-border acquisition 

can create is decreasing (Doukas and Travlos, 1988; Harris and Ravenscraft, 1991). However, a shift 

has been observed from acquiring in developed countries to developing countries (Baker & 

McKenzie, 2013), where the presence of uniquely international distortions should be relatively 

higher. Hence:   

H2b: The level of economic development of the target country is more strongly 

negatively related to the announcement returns of acquirers in the upcoming 

takeover wave compared to the sixth takeover wave 

 Increasing market share 

The idea that an increased market share is beneficial to firms is not new. Buzzell and Gale (1987) 

identify four possible benefits from a larger market share, namely (1) exploiting increased economies 

of scale from procurement, manufacturing, marketing, R&D expenditures, and other cost 

components, (2) selling additional products to risk averse consumers who feel more secure with the 

products of dominant firms, which decreases the costs per unique customer (3) learning economies, 

and (4) more efficient use of assets in terms of managing large inventories, receivables, and fixed 

assets. Therefore, the potential synergistic value of this acquisition strategy is increased cost 

efficiency. This is in line with Porter (2008), who states that increased market share can lead to cost 
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leadership, the competitive advantage of operating at the lowest cost. The findings of Walker (2000) 

support the expectation that an increased market share creates value. Hence: 

H3a: The acquisition strategy ‘increasing market share’ is positively related to 

the announcement returns of acquirers 

Assuming that a firm can always benefit from using its resources more efficiently and being more 

cost efficient, the expectation is that the influence of this acquisition strategy on announcement 

returns is not different in the upcoming wave compared to the sixth one. Therefore, no significant 

differences are expected. Hence:    

H3b: The acquisition strategy ‘increasing market share’ does not lead to 

significant differences in announcement returns across the two takeover waves  

 Vertical integration 

Vertical integration concerns the so-called ‘make or buy decision’ (Walker and Weber, 1984), as it 

represents the degree to which a company outsources its activities. Following Helfat and Teece 

(1987), the decision to vertically integrate is related to uncertainty, as it reduces the systematic risk 

a firm faces. This is also recognized by Garfinkel and Hankins (2011), who argue that vertical 

integration can be used as a risk management tool to limit cash flow uncertainty. Imperfect contracts, 

uncertain availability of inputs, and a high degree of asset specificity are examples of factors which 

can lead to cash flow uncertainty. Hence, the rationale of this acquisition strategy is managing cash 

flow uncertainty. Garfinkel and Hankins (2011) find that vertical integration activity is especially 

high at the start of takeover waves, when cash flow volatility is at its highest level. Hypothesis 4a is 

as follows:  

H4a: The acquisition strategy ‘vertical integration’ is positively related to the 

announcement returns of acquirers 

When cash flow uncertainty is high, vertical integration is more valuable as risk management tool 

(Garfinkel and Hankins, 2011). Hence, to develop a hypothesis on the difference between the sixth 

and seventh takeover wave, the degree of cash flow uncertainty must be compared. To measure cash 

flow uncertainty, Chay and Suh (2009) use stock return volatility as their primary proxy, since stock 

returns tend to fluctuate more when cash flows are uncertain. More specifically, they reflect the 

dispersion in the distribution of future cash flows. By looking at the standard deviation of the returns 
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of the daily adjusted closing prices of the FTSE 100, cash flow uncertainty in the sixth wave can be 

compared to cash flow uncertainty in the upcoming wave. As the standard deviation of the daily 

returns is higher in the sixth takeover wave (0.89% compared to 0.76%2), it can be concluded that 

cash flow uncertainty is lower in the upcoming takeover wave. This decreases the need of vertical 

integration as a risk management tool in the upcoming wave. Hence:   

H4b: The acquisition strategy ‘vertical integration’ leads to lower announcement 

returns in the upcoming takeover wave compared to the sixth takeover wave 

 Access to intangible resources   

If a firm does not have the means to develop intangible resources themselves, this strategy allows 

them to acquire it (Bower, 2001). In line with this, Phillips and Zhdanov (2012) show that an 

acquisition can be explained by being able to substitute the conduction of R&D within in a firm, next 

to existing explanations provided by neoclassical and agency theories. It enables firms to get access 

to “patent protected technologies, superior managerial and marketing skills, and overcome special 

government regulation that create a barrier to entry for other firms” (Boateng et al., 2008, p. 4). 

According to the resource based view, the resources a firm has are key to superior performance. A 

sustainable competitive advantage can be obtained when a firm applies a value creating strategy 

which is not applied by any other firm and when it is not likely that this strategy can be duplicated. 

This requires resources which are heterogeneous and immobile, and which meet the criteria of being 

valuable, rare, imperfectly imitable, and non-substitutable (Barney, 1991). Compared to tangible 

resources, intangible resources are less flexible, hard to accumulate, not easy to duplicate, and they 

are not consumed when used (Carmeli and Tishler, 2004). Acquiring intangible resources can 

therefore lead to a sustainable competitive advantage. As this is considered to be valuable, 

Hypothesis 5a is as follows: 

H5a: The acquisition strategy ‘access to intangible resources’ is positively related 

to the announcement return of acquirers 

Following Shan et al. (2015), firms are subject to an environment of rapid change, intensifying 

competition and continuously shortened product life cycles, which pushes them to constantly look 

for new opportunities. This environment increases resource-imitation pressure, which makes it 

more difficult to sustain a competitive advantage (Williams, 1992). If firms want to outperform their 

                                           
2 Source: Thomson DataStream 
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competitors, they have to make sure to continuously find these opportunities. As firms struggle with 

creating disruptive innovation from within (KPMG, 2015b), this acquisition strategy is expected to 

be even more valuable in the upcoming wave. Hence:  

H5b: The acquisition strategy ‘access to intangible resources’ leads to higher 

announcement returns in the upcoming takeover wave compared to the sixth 

takeover wave 

 Concentric diversification 

Following Walker (2000), this strategy might result in synergy gains as the target firm either operates 

in a similar market or sells similar products. Zahavi and Lavie (2013) however state that the relation 

between this acquisition strategy and firm performance is U-shaped, as it depends on the distinctive 

characteristics of the new product or market. The benefits are related to economies of scope, which 

can be achieved by sharing resources across markets and redeploying resources across related 

product markets. The acquirer can increase product quality by using its knowledge on customer 

needs when introducing a new product to its existing market. However, the extent of diversity 

influences the reaped economies of scope. If the distinctive functionality of the new product is 

limited, customers might not buy the new product or buy them at the expense of existing products. 

Furthermore, assuming a high degree of similarity between markets prohibits managers from 

introducing minor modifications to meet the needs of their new customers (Zahavi and Lavie, 2013). 

Hence, the potential synergistic value of this acquisition strategy is creating economies of scope, 

but whether it is valuable depends on the extent of diversity. Therefore:  

H6a: The acquisition strategy ‘concentric diversification’ is positively or 

negatively related to the announcement returns of acquirers 

As can be concluded from the above, firm performance following from concentric diversification is 

U-shaped (Zahavi and Lavie, 2013). If the extent of diversity is higher, the benefits following from 

economies of scope will be higher as well, since the possibility of experiencing the negative effects 

from concentric diversification becomes lower. However, investors currently prefer firms to be less 

diversified and encourage firms to focus on their core (JP Morgan, 2015). Hence, this could result in 

concentric diversification with a limited extent of diversity. Therefore, Hypothesis 6b is as follows: 



 

17 
 

H6b: The acquisition strategy ‘concentric diversification’ leads to lower 

announcement returns in the upcoming takeover wave compared to the sixth 

takeover wave 

 Pure diversification   

While pure diversification could be beneficial in terms of reduced financing costs and (default) risk, 

increased administrative efficiencies and debt capacity, and the creation of an internal capital market 

(Montgomery and Singh, 1987; Uddin and Boateng, 2009), the vast majority of existing literature 

reports a negative relation between diversification and shareholder wealth and finds that firms with 

multiple business units are priced at a discount. This so-called diversification discount can be 

explained by agency theory, which implicates that managers who undertake diversifying acquisitions 

pursue empire building, are overconfident, want to reduce their personal risk, and hold an unrealistic 

belief that they can manage the assets of the target firm better (Hoechle, Schmid, Walter, and 

Yermack, 2012). Following Shleifer and Vishny (1991), diversifying takeovers are the outgrowth of 

agency problems, resulting in lower shareholder wealth. Therefore, this acquisition strategy is 

associated with a high degree of agency costs, as they are often driven by the self-interest of 

managers. This is considered to be value destructing. Hence: 

H7a: The acquisition strategy ‘pure diversification’ is negatively related to the  

announcement returns of acquirers 

The results of the research study of Hoechle et al. (2012) suggest that better corporate governance 

is adversely related to value destruction resulting from diversifying M&A. Therefore, the quality of 

corporate governance must be compared across the two takeover waves. The global financial crisis 

in 2008, which occurred in between the sixth and upcoming wave, shed a new light on corporate 

governance. Some argue that institutional investors contributed to the crisis, by encouraging firms 

to undertake risky strategies and to pursue short-term gains. As existing standards on corporate 

governance failed to stimulate sound business practices, the Financial Reporting Council (FRC) 

developed the UK Stewardship Code in 2010 to enhance the engagement between institutional 

investors and companies to improve long-term shareholder returns. A stronger engagement of 

investors should result in a stronger link between governance and the investment process (FRC, 

2012). However, Cheffins (2010) and Bruner (2011) argue that this code most likely does not change 

the level of shareholder engagement. Instead, structural reforms are needed to change investment 

management incentives. Therefore, the expectation is that corporate governance has not improved 
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much since the sixth takeover wave, leading to the same degree of value destruction related to pure 

diversification. However, in line with concentric diversification, the expectation is that pure 

diversification leads to lower announcement returns in the upcoming takeover wave as investors 

prefer firms to be less diversified (JP Morgan, 2015). Hence, Hypothesis 7b is as follows: 

H7b: The acquisition strategy ‘pure diversification’ leads to lower announcement 

returns in the upcoming takeover wave compared to the sixth takeover wave.  

The impact of acquisition strategy and level of economic development on announcement returns 

across takeover waves will be examined in next sections, while controlling for cross-border 

transactions, listing status of the target, method of payment, size of the acquirer, relative size of the 

target, and the Tobin’s Q of the acquirer.  
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3. RESEARCH METHOD AND DATA SELECTION 

To analyze the reaction of the stock market on the announcement of an acquisition, an event study 

will be conducted. Event studies are often used to measure the effect of an event on the value of a 

firm, like the announcement of seasoned equity offerings, dividend payouts and M&A. Furthermore, 

they show if the market incorporates the new information efficiently (Bodie, Kane, and Marcus, 

2010). Below, the data selection process will be described, followed by the applied methodology and 

the model.  

3.1 Data selection 

Data on acquisition deals are collected from the electronic database Zephyr, which is one of the most 

comprehensive databases on M&A deals. A sample of 939 acquisitions can be identified, which meet 

the following criteria: (1) The acquisition is announced in the period 2003 till 2007 or in the period 

2013 till June 2015. These two periods refer to the sixth takeover wave and the upcoming takeover 

wave respectively. (2) The transaction value exceeds £1,000,000, as the acquisition must be large 

enough to have an impact on the acquirer. (3) In line with Faccio, McConnell, and Stolin (2006), the 

deal must be a completed control acquisition. This implies that the initial stake is maximal 10% and 

that the final stake is greater than 50%. (4) The acquirer must be an UK based company, listed on the 

London Stock Exchange (LSE), as information on private companies is limited. The UK market is 

chosen because this country is seen as the dominant player in Europe for corporate control. 

Moreover, it has an open economy and relatively few restrictions on acquisition activity (Martynova 

and Renneboog, 2011; Danbolt and Maciver, 2012). The target can either be public or private and 

domestic or cross-border. (5) In accordance with Fuller, Netter, and Stegemoller (2002) and Walker 

(2000), financial companies and public utilities are excluded since these companies are subject to a 

special regulatory environment. (6) Zephyr must provide a deal rationale, as the acquisition strategy 

must be identifiable. (7) Accounting data and stock return data of the acquirer must be available, 

three months prior to the acquisition. For the majority of acquisitions in 2015, accounting data is 

only available when it was announced before March 25, 2015. As the financial year of some firms 

ended on a different date than December 31, six acquisitions announced after March 25 could be 

included as well. 

Data on stock returns and financial variables are collected from Thomson DataStream and the gross 

domestic product (GDP) per capita from the World Bank Group. An extra amount of 59 deals was 

excluded as they either concerned firms which acquired multiple targets in a few days or firms which 
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announced a disposal and an acquisition at the same time. Furthermore, as the World Bank Group 

could not provide the GDP per capita of Gibraltar and the British Virgin Islands, three extra deals 

were excluded. Hence, the final sample contains 877 deals. 

Table 2. Distribution of the sample 

 

Table 2 represents the distribution of acquisition strategies across the two takeover waves. The 

highest number of acquisitions occurs in 2007, just before the financial crisis. Furthermore, it shows 

that the strategies IMS and INT are the most prominent ones, while PDIV almost never occurs. 

Possibly, this could be explained by the exclusion of financial firms, which engage more frequently in 

pure diversification activities to optimize their investment portfolios. Moreover, compared to the 

sixth takeover, wave, the percentage of takeovers with the acquisition strategies VERT, INT, and 

MULT increased, while the percentage of the acquisition strategies GEO, IMS, CDIV and PDIV 

decreased. The increase in INT could confirm that firms struggle with creating disruptive innovation 

from within. Furthermore, the decrease in CDIV and PDIV could support the finding that firms prefer 

to be less diversified. The decrease in GEO could imply that many firms already established a business 

outside their home country, and seeking to expand their market share. However, the percentage of 

IMS did not increase. Based on the Pearson chi-squared test, there is evidence that the distribution 

 GEO IMS VERT INT CDIV PDIV MULT Total 

2003 till 2007 
40 

(7.1%) 

221 

(39.0%) 

43 

(7.6%) 

86 

(15.2%) 

50 

(8.8%) 

7 

(1.2%) 

119 

(21.0%) 

566 

(100%) 

2003 4 25 4 3 9 1 13 59 

2004 6 38 8 11 9 2 21 95 

2005 8 43 13 17 13 1 29 124 

2006 12 49 9 21 8 2 23 124 

2007 10 66 9 34 11 1 33 164 

2013 till 2015 
20 

(6.4%) 

100 

(32.2%) 

27 

(8.7%) 

64 

(20.6%) 

25 

(8.0%) 

2 

(0.6%) 

73 

(23.5%) 

311 

(100%) 

      2013 15 47 12 29 7 1 23 134 

2014 5 38 13 26 15 1 42 140 

2015 0 15 2 9 3 0 8 37 

Total  60 321 70 151 75 9 192 877 
 

This table provides an overview of the distribution of the sample across the six acquisition strategies and the two 

takeover waves, namely geographic expansion (GEO), increasing market share (IMS), vertical integration (VERT), access 

to intangible resources (INT), concentric diversification (CDIV), and  pure diversification (PDIV). The acquisition strategy 

is classified as MULT when it concerns multiple strategies.   
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of acquisition strategies changes over time. The null hypothesis that the distribution of IMS and INT 

are independent of the two takeover waves can be rejected at the 5% significance level. 

3.2 Methodology 

 Dependent variable 

The dependent variable concerns the cumulative abnormal return (CAR) on the stock market, 

following from the announcement of an acquisition. To measure CAR, the event study method 

described by Brown and Warner (1985) will be applied, which is also known as the ‘market-adjusted 

abnormal returns model’. Following Brown and Warner (1985), the difference between the stock 

return of a firm at time 𝑡 and the return on the local market index at time 𝑡 is known as the market-

adjusted abnormal return. Equation (1) shows the market-adjusted abnormal return for firm 𝑖 and 

event date 𝑡, where 𝐴𝑅𝑖,𝑡, 𝑅𝑖,𝑡, and 𝑅𝑖,𝑚 are the market-adjusted abnormal, actual and market return 

respectively.  

𝐴𝑅𝑖,𝑡 = 𝑅𝑖,𝑡 − 𝑅𝑚,𝑡                (1) 

By applying the market-adjusted abnormal returns model of Brown and Warner (1985) instead of 

the ‘market model’ of MacKinlay (1997), prior acquisitions by the firm during the estimation period 

do not influence the announcement return of the acquisition of examination. Faccio et al. (2006) and 

Fuller et al. (2002) are examples of studies which apply the same model. The FTSE All Share Index is 

used as a proxy for the local market index, in line with Uddin and Boateng (2009). This index is a 

capitalization-weighted index, comprised of firms traded on the LSE.  

To control for potential information leakage, the event window will consist of five days [-2,+2]; two 

days prior to the announcement, the announcement day itself, and two days after the announcement. 

Information leakage occurs when information is released to a small group of investors prior to the 

event, which results in a stock price reaction in advance (Bodie et al., 2010). Additionally, the event 

window [-1,+1] will be examined to control for the length of the event window. Fuller et al. (2002) 

and Walker (2000) apply the same event windows. To examine the effect on the value of the firm 

during the complete event window, CAR is calculated by simply summing up all abnormal returns 

during the event window:  

         𝐶𝐴𝑅𝑖(𝑡1, 𝑡2) =  ∑ 𝐴𝑅𝑖,𝑡
𝑡2
𝑡=𝑡1

                           (2) 
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 Independent variables 

Six different dummy variables were created to represent the six acquisition strategies. Every deal in 

the sample has been assigned to a certain acquisition strategy, based upon the available information 

in the electronic database Zephyr (deal rationale, business descriptions, and US-SIC codes). Table 3 

shows the selection criteria and keywords of the six acquisition strategies. Additionally, Appendix 1 

provides examples of deal rationales and the assigned acquisition strategy.  

Table 3. Category criteria and keywords of the acquisition strategies 

 

Furthermore, the level of economic development will be measured by subtracting the natural 

logarithm of GDP per capita of the UK from the natural logarithm of GDP per capita of the target 

country (Erel et al., 2012). Hence, this variable is positive when the target country is more developed, 

negative when the target country is less developed, and zero when it concerns a domestic deal.  

 Control variables 

Based on prior research, six control variables can be identified, namely cross-border transactions, 

the listing status of the target firm, method of payment, size of the acquirer, relative size of the target, 

Tobin’s Q. First of all, a transaction is labeled as cross-border when it involves an acquisition outside 

Acquisition strategy Category criteria Keywords 

Geographic expansion 

(GEO) 

Focus on broadening the geographic scope, 

only concerns new foreign market entry 

International expansion; extending the 

geographical reach; new country entry  

Increasing market share 

(IMS) 

 

Prior physical presence, horizontal 

acquisition, broadening scale and scope 

 

Wider market access; leading; 

strengthening; enhance position; 

consolidate; scale 

Vertical integration  

(VERT) 

Acquisition of supplier or distributor 

 

Early development; end-to-end managed; 

life cycle; access to manufacturing assets 

Access to intangible 

resources  

(INT) 

Primary strategy is gaining access to 

intangible resources (e.g. R&D, patents) 

 

Capabilities; talented; expertise; drilling 

rights; patents; strong brand; skills; 

technology acquisition; IP 

Concentric diversification 

(CDIV) 

Unrelated target company, but synergy 

potential (e.g. serving the same market)  

Adding; cross-selling; new revenue 

streams; expanding the product portfolio 

Pure diversification 

(PDIV) 

Unrelated target company 

 

Diversifying the risk profile; financial 

synergies 

Multiple strategies  

(MULT) 

Able to identify several different 

acquisition strategies 

- 

 

This table describes the related keywords and category criteria of the different acquisition strategies 
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the home country. Following Udding and Boateng (2009), the expected coefficient sign of cross-

border transactions is positive, due to the benefits related to internationalization and reverse 

internationalization, tax differentials, and exchange rate variations.  

Second, the target is considered to be private if it was not listed on a stock exchange prior to the 

announcement, determined by whether Thomson DataStream is able to provide a stock price on the 

announcement day. A number of studies have examined the influence of the listing status of the target 

firm and have reported higher announcement returns for acquirers of private targets (e.g. Faccio et 

al., 2006; Fuller et al., 2002). Among the reasons put forward for this so-called ‘listing effect’ are the 

liquidity discount (private targets do not have a market value) and the limited intensity of 

competition (John, Freund, Nguyen, and Vasudevan, 2010).  

Third, the method of payment is grouped into three categories, namely cash, stock, or a mixture. 

Following Fuller et al. (2002), cash, debt, and liabilities are categorized as cash offers, while stock 

offers concern stock and options or warrants. However, Zephyr identifies nine different categories, 

namely (1) cash, (2) cash assumed, (3) converted debt, (4) debt assumed, (5) deferred payment, (6) 

earn-outs, (7) loan notes, (8) shares, and (9) other. Based on the classification of Fuller et al. (2002) 

and the discussion on deferred payments by Rogers and Menon (1985), the categories (1), (2), and 

(4) are assumed to be cash offers, and (5) and (8) are considered to be stock offers. When the deal is 

paid by multiple categories, it is classified as mixed. As (3), (6), (7), and (9) cannot be classified as 

either cash or stock offers, these method of payments are classified as mixed as well. In general, 

existing studies support the signaling hypothesis that cash offers are preferred by shareholder of 

acquiring firms over stock offers (Walker, 2000; Fuller et al., 2002; Moeller et al., 2004). Following 

Myers and Majluf (1984), bidder firms may offer cash to send a positive signal to the market, as it 

could indicate that the bidder firm believes that its own shares are properly valued. Therefore, it is 

likely that investors prefer cash offers over stock offers.  

Fourth, acquirer size is measured by the market value of equity three months prior to the 

announcement. Moeller et al. (2004) find that smaller acquiring firms outperform large acquiring 

firms when announcing an acquisition. This can be explained by the fact that small acquirers are more 

likely to make cash offers and that large acquirers tend to pay larger premiums and enter acquisitions 

with lower synergy gains. Therefore, the coefficient of acquirer size is expected to be negative.  

Fifth, relative size is measured by dividing the deal value by the market value of equity of the acquirer 

three months prior to the announcement (Walker, 2000; Faccio et al. 2006). Empirical evidence 
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shows that the return to shareholders of acquiring firms is positively related to the relative size of 

the target to the acquirer (Asquith, Bruner, and Mullins, 1983). The perception of the market is 

influenced by the relative size, as a relatively larger target has a greater effect on the acquirer. 

Finally, the Tobin’s Q of the acquirer is measured by the market value of equity plus the book value 

of debt, divided by the book value of total assets, three months prior to the announcement (John et 

al., 2010). According to existing research, acquirers with a high Tobin’s Q earn lower announcement 

returns (Dong, Hirshleifer, Richardson, and Teoh, 2006; Moeller et al. 2004). This can be explained 

by the misvaluation hypothesis, which implies that overvalued firms tend to engage more in 

acquisitions, especially financed by stock offers, as they want to take advantage of the fact that they 

are overvalued or because they experience less financial constraints. However, undertaking 

acquisitions because the firm is overvalued is not a value creating strategy. Furthermore, stock offers 

are associated with lower announcement returns. These arguments explain the lower performance 

for acquirers with a high Tobin’s Q (Dong et al., 2006). 

3.3 The model  

To test the hypotheses, an ordinary least square (OLS) regression will be performed. The CARs will 

be estimated as a function of several bid characteristics. The primary regression model to test 

Hypotheses 1a, 1b, 2a, and 2b is as follows:  

𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽4𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽5𝐶𝐴𝑆𝐻𝑖 + 𝛽6𝑆𝑇𝑂𝐶𝐾𝑖 + 𝛽7𝑆𝐼𝑍𝐸𝑖

+ 𝛽8𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖 + 𝛽9𝑇𝑄𝑖 + 𝛽10𝑈𝑃𝐶𝑖 + 𝛽11(𝑈𝑃𝐶𝑖 × 𝐺𝐸𝑂𝑖) + 𝛽12(𝑈𝑃𝐶𝑖 × 𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘)

+ 𝜀𝑡 

𝐶𝐴𝑅𝑖 represents the cumulative abnormal return of acquisition 𝑖. The dummy variable 𝐺𝐸𝑂𝑖 refers 

to geographic expansion and the variable 𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 to the difference in level of economic 

development between the target country (𝑡𝑐) and the UK (𝑢𝑘). The dummy variables 𝐶𝑅𝑂𝑆𝑆𝑖, 

𝑃𝑈𝐵𝐿𝐼𝐶𝑖, 𝐶𝐴𝑆𝐻𝑖, 𝑆𝑇𝑂𝐶𝐾𝑖, and 𝑈𝑃𝐶𝑖 indicate whether the target is domestic or cross-border, public 

or private, whether the acquisition is paid by cash or stock only, and whether the acquisition took 

place in the upcoming takeover wave. 𝑆𝐼𝑍𝐸𝑖 is the size of the acquirer, 𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖  is the relative size 

of the target to the acquirer, and 𝑇𝑄𝑖 concerns the Tobin’s Q of the acquirer. The random error is 

represented by 𝜀𝑡. To avoid the dummy variable trap, the variable ‘a mixture of methods of payment’ 

(MIX) is omitted from the regression model. To test whether the importance of geographic expansion 

does not change and to test the remaining hypotheses, the following regression model will be applied: 
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𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐼𝑀𝑆𝑖 + 𝛽4𝑉𝐸𝑅𝑇𝑖 + 𝛽5𝐼𝑁𝑇𝑖 + 𝛽6𝐶𝐷𝐼𝑉𝑖 + 𝛽7𝑈𝑃𝐶𝑖

+ 𝛽8𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽9𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽10𝐶𝐴𝑆𝐻𝑖 + 𝛽11𝑆𝑇𝑂𝐶𝐾𝑖 + 𝛽12𝑆𝐼𝑍𝐸𝑖 + 𝛽13𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖

+ 𝛽14𝑇𝑄𝑖 + 𝛽15(𝑈𝑃𝐶𝑖 × 𝐺𝐸𝑂𝑖) + 𝛽16(𝑈𝑃𝐶𝑖 × 𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘) + 𝛽17(𝑈𝑃𝐶𝑖 × 𝐼𝑀𝑆𝑖)

+ 𝛽18(𝑈𝑃𝐶𝑖 × 𝑉𝐸𝑅𝑇𝑖) + 𝛽19(𝑈𝑃𝐶𝑖 × 𝐼𝑁𝑇𝑖) + 𝛽20(𝑈𝑃𝐶𝑖 × 𝐶𝐷𝐼𝑉𝑖) + 𝜀𝑡  

The dummy variable 𝐼𝑀𝑆𝑖 refers to increasing market share, 𝑉𝐸𝑅𝑇𝑖 to vertical integration, 𝐼𝑁𝑇𝑖 to 

access to intangible resources, and 𝐶𝐷𝐼𝑉𝑖 to concentric diversification. Again, to avoid the dummy 

variable trap, the variables ‘multiple strategies’ (MULT) and MIX are omitted from the regression 

model. Furthermore, as the frequency of ‘pure diversification’ (PDIV) is too low to statistically 

interpret its coefficient estimate, this acquisition strategy will not be included in the model as well. 

Table 4 provides a description of the variables.  

 Table 4. Description of the variables 

Variable Unit of measurement  Description 

CAR 

 

Cumulative abnormal 

returns  

Return to bidders 

 

GEO Dummy variable 1 if the strategy is geographic expansion and 0 otherwise 

GDPP(tc-uk) 

 

 

Natural logarithm 

 

 

Difference in level of economic development, measured by subtracting the 

natural logarithm of GDP per capita of the UK from the natural logarithm 

of GDP per capita of the target country 

IMS Dummy variable 1 if the strategy is increasing market share and 0 otherwise 

VERT Dummy variable 1 if the strategy is vertical integration and 0 otherwise 

INT Dummy variable 1 if the strategy is access to intangible resources and 0 otherwise 

CDIV Dummy variable 1 if the strategy is concentric diversification and 0 otherwise 

UPC Dummy variable  1 if the acquisition took place in the upcoming wave 0 otherwise 

CROSS Dummy variable 1 if the target firm is cross-border and 0 otherwise 

PUBLIC Dummy variable 1 if the target firm is listed and 0 otherwise 

CASH Dummy variable 1 if the deal is paid by cash only and 0 otherwise 

STOCK Dummy variable 1 if the deal is paid by stock only and 0 otherwise 

SIZE Natural logarithm Market value of equity of the acquirer 

RELSIZE 

 

Ratio 

 

Relative size target to acquirer, measured by dividing the deal value by the 

market value of equity of the acquirer 

TQ 

 

Ratio 

 

Tobin’s Q of the acquirer, measured by the market value of equity plus the 

book value of debt, divided by the book value of total assets 

This table describes the different variables and their unit of measurement 
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4. EMPERICAL RESULTS 

4.1 Descriptive statistics 

Table 5 provides the descriptive statistics of the variables in terms of the mean, median, and standard 

deviation. To limit the influence of outliers, the data have been winsorized by 98%, which implies 

that the bottom and upper 1% of the values are set equals to the value corresponding to the 1st and 

99th percentile respectively. For the complete sample, both event windows, [-1,+1] and [-2,+2], result 

on average in a positive CAR of 2.0% and 2.3% respectively. The average CARs remain positive when 

a distinction is made between the sixth and upcoming wave. To test whether there are significant 

differences in the means and medians of the variables across the two takeover waves, t-tests are 

conducted to test for the significance of mean differences and the Wilcoxon Rank test for the 

significance of median differences. For both event windows, the CARs are on average significantly 

higher in the upcoming wave (2.5%; 2.8%) compared to the sixth takeover wave (1.7%; 1.9%) at the 

10% significance level. The same results apply to the difference in medians. 

Looking at the acquisition strategies, IMS on average significantly occurs less in the upcoming 

takeover wave, while INT on average significantly occurs more often. These differences are 

significant at the 5% level. The difference in medians of these acquisition strategies are significant at 

the 5% and 10% level respectively. The other acquisition strategies do not show statistically 

significant differences. As it was expected that the focus would be on less-developed countries in the 

upcoming takeover wave, the higher significant mean and median of GDPP(tc-uk) are surprising. When 

comparing the control variables across takeover waves, only one difference in means is significant, 

namely cash offers at the 1% significance level. The same result applies to the difference in medians. 

Cash offers are substantially more popular than stock offers during both takeover waves, but on 

average, they significantly occur less in the upcoming takeover wave. Stock offers however gain in 

popularity in the upcoming takeover wave (5.8% compared to 4.4%), which is in line with the 

reported increase in the use of equity by KPMG (2015a). However, this difference is insignificant. The 

differences in other control variables are insignificant as well, except for the difference in medians of 

Tobin’s Q at the 10% level. 
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Table 5. Descriptive statistics 

 

 

 All Sample Sixth takeover wave Upcoming takeover wave Upcoming – Sixth 

 N Mean Mdn  StDev N Mean Mdn  StDev N Mean Mdn  StDev N Mean Mdn 

CAR [-1,+1] 877 0.020 0.010 0.063 566 0.017 0.008 0.060 311 0.025 0.017 0.068 877 -0.009*** -0.009*** 

CAR [-2,+2] 877 0.023 0.014 0.072 566 0.019 0.012 0.069 311 0.028 0.020 0.077 877 -0.009*** -0.008*** 

GEO 877 0.068 0.000 0.253 566 0.071 0.000 0.257 311 0.064 0.000 0.246 877 -0.006*** -0.000*** 

GDPP(tc-uk) 877 -0.008 0.000 0.137 566 -0.019 0.000 0.145 311 0.011 4.583 0.118 877 -0.030*** -0.000*** 

IMS 877 0.366 0.000 0.482 566 0.390 0.000 0.488 311 0.322 0.000 0.468 877 -0.069*** -0.000*** 

VERT 877 0.080 0.000 0.271 566 0.076 0.000 0.265 311 0.087 0.000 0.282 877 -0.011*** -0.000*** 

INT 877 0.171 0.000 0.377 566 0.152 0.000 0.359 311 0.206 0.000 0.405 877 -0.054*** -0.000*** 

CDIV 877 0.086 0.000 0.280 566 0.088 0.000 0.284 311 0.080 0.000 0.272 877 -0.008*** -0.000*** 

UPC 877 0.355 0.000 0.479 566 0.000 0.000 0.000 311 1.000 1.000 0.000 877 - - 

CROSS 877 0.339 0.000 0.474 566 0.323 0.000 0.468 311 0.367 0.000 0.483 877 -0.043*** -0.000*** 

PUBLIC 877 0.068 0.000 0.253 566 0.074 0.000 0.262 311 0.058 0.000 0.234 877 -0.016*** -0.000*** 

CASH 877 0.380 0.000 0.486 566 0.424 0.000 0.495 311 0.299 0.000 0.459 877 -0.125*** -0.000*** 

STOCK 877 0.048 0.000 0.214 566 0.042 0.000 0.202 311 0.058 0.000 0.234 877 -0.015*** -0.000*** 

SIZE 877 5.314 5.266 0.880 566 5.297 5.259 0.895 311 5.344 5.268 0.852 877 -0.048*** -0.009*** 

RELSIZE 877 0.231 0.064 0.511 566 0.250 0.067 0.523 311 0.198 0.059 0.486 877 -0.052*** -0.008*** 

TQ 877 1.353 1.107 0.879 566 1.318 1.077 0.863 311 1.417 1.162 0.905 877 -0.099*** -0.085*** 
 

This table shows the mean, median, and standard deviation of the variables for the complete sample and across takeover waves.  

***, **, and * indicate significance at the 1%, 5%, and 10% significance level, respectively. 
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4.2 CARs by acquisition strategies and takeover characteristics 

To examine whether acquisition strategies are valued differently over time, a comparison can be 

made between the mean and median of CARs by acquisition strategy across the sixth and upcoming 

takeover wave. In extension to Table 5, the results of Table 6 show the average, median, and standard 

deviation of CAR when the specific dummy variable in the first column equals 1. Compared to the 

sixth takeover wave, only GEO results on average in lower announcement returns in the upcoming 

takeover wave. This difference is significant at the 10% level for the event window [-2,+2] and 

supports Hypothesis 1b, which states that GEO leads to lower announcement returns in the upcoming 

takeover wave. Furthermore, compared to the sixth takeover wave, VERT and INT on average result 

in significantly higher announcement returns for both event windows at the 5% significance level, 

contradicting Hypothesis 4b but supporting Hypothesis 5b. The acquisition strategy CDIV results on 

average in significantly higher announcement returns only for the event window [-2,+2] at the 10% 

significance level, which contradicts Hypothesis 6b. IMS results on average in higher announcement 

returns in the upcoming takeover wave, but this difference is insignificant for both event windows. 

Hence, this result is in line with Hypothesis 3b. The control variables result in insignificant 

differences. 

4.3 Multicollinearity and normality 

To test for multicollinearity, the correlation coefficients between variables must be examined. Table 

7 shows the correlation matrix of all variables. The CARs of the two event windows are highly 

correlated (0.918), but since they will not appear in the same regression model this should not be a 

problem. The independent variables do not show high correlation coefficients, except for the 

variables RELSIZE and STOCK (0.402) and RELSIZE and SIZE (-0.428). However, these correlation 

coefficients are not high enough to detect multicollinearity. By conducting the Skewness/Kurtosis 

tests for normality, the null hypothesis that the sample is normally distributed must be rejected. 

However, non-normality should not be problematic as the sample size is large enough.  
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Table 6. CARs by acquisition strategy and takeover characteristics 

 All Sample Sixth takeover wave Upcoming takeover wave Upcoming – Sixth 

CAR [-1,+1] N 
Mean 
CAR 

Mdn 
CAR 

StDev 
CAR 

N 
Mean 
CAR 

Mdn 
CAR 

StDev 
CAR 

N 
Mean 
CAR 

Mdn 
CAR 

StDev 
CAR 

N 
Mean 
CAR 

Mdn 
CAR 

GEO  60 0.028 0.020 0.050 40 0.034 0.026 0.055 20 0.018 0.017 0.037 60 -0.016*** -0.009*** 

IMS 321 0.020 0.010 0.063 221 0.018 0.009 0.058 100 0.024 0.014 0.073 321 -0.005*** -0.005*** 

VERT 70 0.007 0.007 0.058 43 -0.004 -0.006 0.051 27 0.025 0.017 0.064 70 -0.029*** -0.022*** 

INT 150 0.022 0.009 0.064 86 0.012 0.005 0.051 64 0.034 0.021 0.077 150 -0.022*** -0.015*** 

CDIV 75 0.029 0.016 0.069 50 0.020 0.013 0.063 25 0.048 0.044 0.076 75 -0.027*** -0.031*** 

CROSS 297 0.012 0.006 0.052 183 0.010 0.005 0.051 114 0.016 0.008 0.055 297 -0.006*** -0.003*** 

PUBLIC 60 -0.009 -0.008 0.069 42 -0.005 -0.008 0.070 18 -0.019 -0.010 0.066 60 -0.015*** -0.002*** 

CASH 333 0.012 0.005 0.047 240 0.010 0.004 0.045 93 0.017 0.008 0.052 333 -0.006*** -0.004*** 

STOCK 42 0.020 -0.004 0.110 24 0.040 0.004 0.111 18 -0.007 -0.007 0.113 42 -0.046*** -0.010*** 

CAR [-2,+2] N 
Mean 
CAR 

Mdn 
CAR 

StDev 
CAR 

N 
Mean 
CAR 

Mdn 
CAR 

StDev 
CAR 

N 
Mean 
CAR 

Mdn 
CAR 

StDev 
CAR 

N 
Mean 

CAR 
Mdn 
CAR 

GEO  60 0.039 0.026 0.066 40 0.048 0.028 0.073 20 0.019 0.016 0.041 60 -0.030*** -0.012*** 

IMS 321 0.025 0.014 0.070 221 0.023 0.013 0.064 100 0.029 0.021 0.082 321 0.006*** -0.008*** 

VERT 70 0.008 0.008 0.067 43 -0.004 -0.005 0.064 27 0.026 0.020 0.068 70 0.030*** -0.025*** 

INT 150 0.021 0.013 0.068 86 0.011 0.005 0.055 64 0.035 0.026 0.081 150 0.024*** -0.021*** 

CDIV 75 0.035 0.027 0.089 50 0.022 0.014 0.081 25 0.062 0.038 0.100 75 0.041*** -0.025*** 

CROSS 297 0.015 0.009 0.061 183 0.013 0.007 0.060 114 0.018 0.013 0.062 297 0.005*** -0.006*** 

PUBLIC 60 -0.011 -0.011 0.079 42 -0.007 -0.012 0.076 18 -0.022 -0.006 0.087 60 -0.015*** -0.005*** 

CASH 333 0.016 0.010 0.057 240 0.014 0.009 0.056 93 0.022 0.014 0.059 333 0.009*** -0.004*** 

STOCK 42 0.016 -0.011 0.124 24 0.035 -0.008 0.128 18 -0.008 -0.015 0.118 42 -0.043*** -0.007*** 
 

This table shows the mean, median, and standard deviation of the matched CARs by acquisition strategy and takeover characteristic across the takeover waves.  
***, **, and * indicate significance at the 1%, 5%, and 10% significance level, respectively.  
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Table 7. Correlation coefficients 

 
CAR  

[-1,+1] 

CAR  

[-2,+2] 
GEO 

GDPP  
(tc-uk) 

IMS VERT INT CDIV UPC CROSS PUBLIC CASH STOCK SIZE 
REL-

SIZE 
TQ 

CAR [-1,+1] 1.000                

CAR [-2,+2] 0.918 1.000               

GEO 0.037 0.060 1.000              

GDPP(tc-uk) -0.009 -0.005 -0.185 1.000             

IMS 0.003 0.022 -0.206 0.021 1.000            

VERT -0.060 -0.060 -0.080 -0.032 -0.224 1.000           

INT 0.014 -0.008 -0.123 0.059 -0.345 -0.134 1.000          

CDIV 0.047 0.054 -0.083 0.020 -0.232 -0.090 -0.139 1.000         

UPC 0.065 0.058 -0.012 0.105 -0.068 0.019 0.068 -0.014 1.000        

CROSS -0.086 -0.076 0.274 -0.080 -0.179 0.012 0.065 -0.115 0.044 1.000       

PUBLIC -0.124 -0.127 -0.038 0.007 0.057 0.004 -0.099 0.030 -0.031 0.007 1.000      

CASH -0.093 -0.070 0.095 -0.060 0.059 0.038 -0.112 -0.029 -0.123 0.175 0.002 1.000     

STOCK 0.001 -0.019 -0.019 -0.106 -0.071 0.013 0.054 0.046 0.035 -0.036 0.235 -0.176 1.000    

SIZE -0.217 -0.201 0.074 -0.043 -0.031 0.030 0.088 -0.135 0.026 0.362 0.127 0.349 -0.165 1.000   

RELSIZE 0.189 0.185 -0.053 -0.041 -0.004 0.022 -0.043 0.081 -0.049 -0.113 0.134 -0.211 0.402 -0.428 1.000  

TQ -0.076 -0.043 0.084 -0.040 -0.167 0.015 0.161 -0.084 0.054 0.216 -0.015 0.041 0.069 0.254 -0.060 1.000 

This table shows the correlation coefficients of the variables. 
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4.4 Regression models 

The univariate results in Table 6 do not control for other variables that can affect announcement 

returns. Hence, to analyze the impact of acquisition strategies and level of economic development on 

announcement returns across takeover waves, the previous introduced multivariate models are 

used. First, the sample is divided over the two waves, with 566 observations for the sixth takeover 

wave and 311 for the upcoming one. To test Hypothesis 1a, 1b, 2a and 2b, model I and model II are 

applied. Model I looks at the sixth and upcoming wave separately and model II looks at the complete 

sample and adds a dummy variable for the upcoming takeover wave and two interaction terms: 

(I)  𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽4𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽5𝐶𝐴𝑆𝐻𝑖 + 𝛽6𝑆𝑇𝑂𝐶𝐾𝑖 +

               𝛽7𝑆𝐼𝑍𝐸𝑖 + 𝛽8𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖 + 𝛽9𝑇𝑄𝑖 + 𝜀𝑡 

(II)  𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽4𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽5𝐶𝐴𝑆𝐻𝑖 + 𝛽6𝑆𝑇𝑂𝐶𝐾𝑖 +

               𝛽7𝑆𝐼𝑍𝐸𝑖 + 𝛽8𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖 + 𝛽9𝑇𝑄𝑖 + 𝛽10𝑈𝑃𝐶𝑖 + 𝛽11(𝑈𝑃𝐶𝑖 × 𝐺𝐸𝑂𝑖) + 𝛽12(𝑈𝑃𝐶𝑖 ×

               𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘) + 𝜀𝑡 

To see whether the results of model I and II are persistent and to test the remaining hypotheses, the 

other acquisition strategies are added to the regression model. Three models per event window are 

applied to test the robustness of the results. Model III only looks at the influence of acquisition 

strategy and the level of economic development of the target country on CAR: 

(III)  𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐼𝑀𝑆𝑖 + 𝛽4𝑉𝐸𝑅𝑇𝑖 + 𝛽5𝐼𝑁𝑇𝑖 + 𝛽6𝐶𝐷𝐼𝑉𝑖 + 𝜀𝑡 

Model IV only looks at the influence of the control variables on CAR: 

(IV) 𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽2𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽3𝐶𝐴𝑆𝐻𝑖 + 𝛽4𝑆𝑇𝑂𝐶𝐾𝑖 + 𝛽5𝑆𝐼𝑍𝐸𝑖 + 𝛽6𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖 +

               𝛽7𝑇𝑄𝑖 + 𝜀𝑡 

Model V looks at the influence of both the acquisition strategies and the control variables on CAR: 

(V)  𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐼𝑀𝑆𝑖 + 𝛽4𝑉𝐸𝑅𝑇𝑖 + 𝛽5𝐼𝑁𝑇𝑖 + 𝛽6𝐶𝐷𝐼𝑉𝑖 +

               𝛽7𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽8𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽9𝐶𝐴𝑆𝐻𝑖 + 𝛽10𝑆𝑇𝑂𝐶𝐾𝑖 + 𝛽11𝑆𝐼𝑍𝐸𝑖 + 𝛽12𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖 + 𝛽13𝑇𝑄𝑖 + 𝜀𝑡 

Thereafter, regressions on the complete sample will be estimated again. First, model V will be 

examined, as shown above. Model VI adds the dummy variable 𝑈𝑃𝐶𝑖 to the regression, which 

indicates whether the acquisition took place in the upcoming takeover wave or not.  



 

32 
 

(VI) 𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐼𝑀𝑆𝑖 + 𝛽4𝑉𝐸𝑅𝑇𝑖 + 𝛽5𝐼𝑁𝑇𝑖 + 𝛽6𝐶𝐷𝐼𝑉𝑖 +

               𝛽7𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽8𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽9𝐶𝐴𝑆𝐻𝑖 + 𝛽10𝑆𝑇𝑂𝐶𝐾𝑖 + 𝛽11𝑆𝐼𝑍𝐸𝑖 + 𝛽12𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖 + 𝛽13𝑇𝑄𝑖 +

               𝛽14𝑈𝑃𝐶𝑖 + 𝜀𝑡 

Additionally, Model VII adds interaction effects of the acquisition strategies and the dummy variable 

UPC to see whether these strategies result in higher or lower announcement returns compared to 

the sixth takeover wave. Furthermore, an interaction effect between UPC and GDPP(tc-uk) is added to 

examine whether the influence of the level of economic development on announcement returns is 

more strongly negatively related to CARs in the upcoming takeover wave:  

(VII)  𝐶𝐴𝑅𝑖 = 𝛽0 + 𝛽1𝐺𝐸𝑂𝑖 + 𝛽2𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘 + 𝛽3𝐼𝑀𝑆𝑖 + 𝛽4𝑉𝐸𝑅𝑇𝑖 + 𝛽5𝐼𝑁𝑇𝑖 + 𝛽6𝐶𝐷𝐼𝑉𝑖 +

               𝛽7𝐶𝑅𝑂𝑆𝑆𝑖 + 𝛽8𝑃𝑈𝐵𝐿𝐼𝐶𝑖 + 𝛽9𝐶𝐴𝑆𝐻𝑖 + 𝛽10𝑆𝑇𝑂𝐶𝐾𝑖 + 𝛽11𝑆𝐼𝑍𝐸𝑖 + 𝛽12𝑅𝐸𝐿𝑆𝐼𝑍𝐸𝑖 + 𝛽13𝑇𝑄𝑖 +

               𝛽14𝑈𝑃𝐶𝑖 + 𝛽15(𝑈𝑃𝐶𝑖 × 𝐺𝐸𝑂𝑖) + 𝛽16(𝑈𝑃𝐶𝑖 × 𝐺𝐷𝑃𝑃𝑡𝑐−𝑢𝑘) + 𝛽17(𝑈𝑃𝐶𝑖 × 𝐼𝑀𝑆𝑖) + 𝛽18(𝑈𝑃𝐶𝑖 ×

               𝑉𝐸𝑅𝑇𝑖) + 𝛽19(𝑈𝑃𝐶𝑖 ×  𝐼𝑁𝑇𝑖) + 𝛽20(𝑈𝑃𝐶𝑖 ×  𝐶𝐷𝐼𝑉𝑖) + 𝜀𝑡 

Finally, to control for differences in world regions, all regressions include six dummy variables 

indicating whether the target is located in Europe, North-America, the Middle-East, Africa, Oceania, 

or Asia (the dummy variable representing South-America is omitted to avoid the dummy variable 

trap). 

4.5 Heteroskedasticity and functional form 

To test for heteroskedasticity, the White’s test is applied. The null hypothesis that all error variances 

are equal can be rejected, which is problematic. Heteroskedasticity results in biased standard errors, 

while OLS assumes that the standard errors are both independent and identically distributed. These 

assumptions can be relaxed by using robust standard errors, which results in more accurate p-values 

without changing the coefficient estimates. To test whether the right functional form is used, the 

Ramsey RESET test is applied. The null hypothesis that the model has no omitted variables can be 

rejected, which implies that an incorrect functional form is used. However, existing literature does 

not indicate that any of the variables have a wrong form. Therefore, the functional form of the models 

will remain the same.  

4.6 Estimation of the regression models 

Table 8 shows the results of regression models I and II. Looking at the sixth takeover wave, GEO and 

RELSIZE have a positive significant coefficient, and PUBLIC and SIZE have a negative significant 



 

33 
 

coefficient, independent of the event windows. In the upcoming wave, only the coefficient of SIZE is 

still negatively significant. Additionally, STOCK has a negative significant coefficient as well. These 

results are in line with existing literature and support Hypothesis 1a for the sixth takeover wave. 

Model II concerns the complete sample, which shows a positive significant coefficient for GEO, 

RELSIZE and UPC, and a negative significant coefficient for PUBLIC, STOCK, SIZE, and the interaction 

term UPC × GEO. Again, these results are in line with existing literature, support Hypothesis 1a in the 

sixth wave, and support Hypothesis 1b. No evidence is found in favor of Hypothesis 2a and 2b. 

Table 9, 10, and 11 show the results of adding the remaining strategies. Starting with Table 9, which 

concerns the sixth takeover wave, the results of model III show a positive significant coefficient for 

the acquisition strategy GEO and a negative significant coefficient for the acquisition strategy VERT, 

independent of the event window. The other acquisition strategies are insignificant. The results of 

model IV show a negative significant coefficient for the control variables PUBLIC and SIZE and a 

positive significant coefficient for RELSIZE, independent of the event window. These results are in 

line with existing literature (John et al., 2010; Moeller et al., 2004; Asquith et al., 1983). The other 

control variables are insignificant. Finally, the results of model V show a positive significant 

coefficient for GEO and RELSIZE, and a negative significant coefficient for VERT, PUBLIC, and SIZE. 

Again, these results are independent of the event window. Although the adjusted R-square of model 

V is low (9.4%; 9.0%), it is still higher than the other two models. Hence, model V has the highest 

explanatory power. These findings support Hypothesis 1a, but contradict Hypothesis 4a for the sixth 

takeover wave. Evidence in favor of the other hypotheses cannot be found. Furthermore, although 

the 𝑡 statistic of GEO drops compared to Table 8, it remains significant at the 1% level. This implies 

that adding the remaining acquisition strategies does not affect the importance of the acquisition 

strategy GEO in the sixth wave. 

The results of the multivariate regression analysis for the upcoming takeover wave are presented in 

Table 10. The results of model III show a positive significant coefficient for the acquisition strategy 

CDIV, while the other acquisition strategies are insignificant. The results of model IV show a negative 

significant coefficient for the control variables STOCK and SIZE. This is in line with existing literature 

(Moeller et al., 2004). The other control variables are insignificant. Finally, the results of model V 

show a positive significant coefficient for the acquisition strategies INT and CDIV, and a negative 

significant coefficient for the control variables STOCK and SIZE, independent of the event window 

except for SIZE. Again, the adjusted R-squares of model V are low (6.7%; 7.3%), but still higher than 

the other two models. Hence, model V has the highest explanatory power. The findings of this analysis 
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support Hypothesis 5a for the upcoming takeover wave and show that Hypothesis 6a should indicate 

a positive relationship. Evidence in favor of the other hypotheses cannot be found.    

Table 11 shows the results of the multivariate regression analysis for the complete sample for both 

event windows. The results of model V show a positive significant coefficient for the acquisition 

strategy GEO and the control variable RELSIZE, and a negative significant coefficient for the control 

variables PUBLIC and SIZE. This in line with existing literature (Walker, 2000; John et al., 2010; 

Moeller et al., 2004; Asquith et al., 1983) and consistent for both event windows. The additional 

variable UPC has a positive significant coefficient, shown by model VI. This indicates that CARs are 

significantly higher in the upcoming wave. The above discussed variables remain significant and the 

negative coefficient of the control variable STOCK becomes significant as well for the event window 

[-2.+2]. The findings of these analyses support Hypothesis 1a for the complete sample, which states 

that GEO is positively related to announcement returns. Model VII shows the results of adding the 

interaction effects, which results in a positive significant coefficient for the variables GEO and 

RELSIZE, and for the interaction between UPC and VERT and UPC and CDIV. Moreover, it shows a 

negative significant coefficient for the variables VERT, PUBLIC, STOCK, and SIZE, independent of the 

event window except for STOCK. This indicates that GEO is positively related to CARs in the sixth 

takeover wave, and VERT is negatively related to CARs in the sixth takeover wave. The positive 

significant interaction effects of VERT and CDIV contradict Hypothesis 4b and Hypothesis 6b, as the 

results indicate higher announcement returns for these acquisition strategies in the upcoming 

takeover wave compared to the sixth one, while lower announcement returns were hypothesized. 

The interaction between UPC and IMS is not significant, which is in line with Hypothesis 3b, which 

states that the influence of IMS will not differ across the waves. The negative interactions between 

GEO and UPC and GDPP(tc-uk) and UPC, and the positive interaction between INT and UPC are in line 

with Hypothesis 1b, Hypothesis 2b, and Hypothesis 5b, but are however insignificant. Therefore, 

evidence in favor of these hypotheses cannot be found. Important to note here is that the significance 

of the interaction term between GEO and UPC disappears compared to Table 8. The adjusted R-

squares of model VII are low (7.6%; 8.3%), but still higher than the other two models.  
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Table 8. Geographic expansion, level of economic development, and announcement returns 

 

  

 
 
 

CAR [-1,+1] CAR [-2,+2] 

Sixth 
I 

Upcoming 
I 

All 
II 

Sixth 
I 

Upcoming 
I 

All 
II 

Intercept 
 

0.0553 
(1.47) 

    0.1053** 
(2.34) 

    0.0624** 
(2.17) 

     0.0953** 
(2.32) 

    0.1033** 
(2.08) 

      0.0886*** 
(2.72) 

GEO 
  

       0.0232*** 
(2.70) 

0.0023 
(0.20) 

      0.0234*** 
(2.78) 

       0.0360*** 
(3.19) 

0.0023 
(0.02) 

      0.0364*** 
(3.19) 

GDPP(tc-uk) 

 
-0.0059 
(-0.31) 

0.0089 
(0.19) 

-0.0015 
(-0.08) 

-0.0114 
(-0.51) 

0.0093 
(0.19) 

-0.0009 
(-0.04) 

CROSS 
 

-0.0015 
(-0.22) 

-0.0126 
(-1.29) 

-0.0043 
(-0.75) 

-0.0068 
(-0.86) 

-0.0136 
(-1.23) 

-0.0076 
(-1.17) 

PUBLIC 
 

    -0.0274** 
(-2.27) 

-0.0306 
(-1.61) 

     -0.0280*** 
(-2.73) 

    -0.0299** 
(-2.29) 

-0.0354 
(-1.47) 

     -0.0315*** 
(-2.72) 

CASH 
 

0.0013 
(0.28) 

-0.0077 
(-1.02) 

-0.0022 
(-0.54) 

0.0026 
(0.46) 

-0.0032 
(-0.37) 

-0.0003 
(-0.06) 

STOCK 
 

0.0008 
(0.04) 

   -0.0511** 
(-2.26) 

-0.0199 
(-1.26) 

-0.0119 
(-0.51) 

   -0.0610** 
(-2.12) 

 -0.0304* 
(-1.67) 

SIZE 
 

 -0.0070* 
(-1.72) 

   -0.0123** 
(-2.21) 

    -0.0084** 
(-2.53) 

 -0.0084* 
(-1.82) 

 -0.0124* 
(-1.88) 

    -0.0096** 
(-2.55) 

RELSIZE 
 

   0.0275** 
(2.44) 

 0.0105 
(0.53) 

     0.0220** 
(2.15) 

    0.0305** 
(2.43) 

 0.0207 
(0.87) 

     0.0271** 
(2.33) 

TQ 
 

-0.0013 
(-0.32) 

-0.0044 
(-0.76) 

-0.0024 
(-0.70) 

0.0025 
(0.56) 

-0.0039 
(-0.60) 

0.0002 
(0.06) 

UPC 
 

- 
 

- 
 

     0.0124** 
(2.49) 

- 
 

- 
 

     0.0142** 
(2.55) 

UPC × GEO 
 

- 
 

- 
 

  -0.0247* 
(-1.91) 

- 
 

- 
 

      -0.0427*** 
(-2.67) 

UPC × GDPP(tc-

uk) 
 

- 
 

- 
 

-0.0133 
(-0.47) 

- 
 

- 
 

-0.0126 
(-0.41) 

Observations 566 311 877 566 311 877 

F       3.97***        2.97***       2.91***       2.99***        2.33***       3.21*** 

Adjusted R2 0.087 0.052 0.073 0.085 0.051 0.076 
 

This table shows the estimates of the OLS regressions for the announcement returns of acquirers (CAR) in the sixth wave, 

upcoming wave, and complete sample for the event windows [-1,+1] and [-2,+2]. Dummy variables for world regions are 

included in all regressions. The calculated 𝑡 statistics, based on robust standard errors, are in parentheses.  

***, **, and * indicate significance at the 1%, 5%, and 10% significance level, respectively. 
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Table 9. Acquisition strategies, level of economic development, and announcement returns 
 in the sixth wave 

 

 

Sixth wave 
CAR [-1,+1] CAR [-2,+2] 

III IV V III IV V 

Intercept 
 

0.0167 
(0.59) 

   0.0470* 
(1.66) 

0.0546 
(1.42) 

0.0458 
(1.50) 

  0.1925* 
(1.89) 

  0.0911* 
(2.20) 

GEO 
  

  0.0185* 
(1.68) 

- 
 

    0.0203** 
(2.01) 

    0.0322** 
(2.32) 

- 
 

      0.0347*** 
(2.70) 

GDPP(tc-uk) 

 

-0.0027 
-0.16 

- 
 

-0.0114 
(-0.58) 

-0.0024 
-0.10 

- 
 

-0.0184 
(-0.73) 

IMS 
 

-0.0011 
(-0.14) 

- 
 

0.0007 
(0.10) 

0.0031 
(0.36) 

- 
 

0.0057 
(0.72) 

VERT 
 

   -0.0226** 
(-2.25) 

- 
 

   -0.0248** 
(-2.34) 

  -0.0222* 
(-1.83) 

- 
 

      -0.0250* 
(-1.91) 

INT 
 

-0.0048 
(-0.57) 

- 
 

-0.0011 
(-0.15) 

-0.0066 
(-0.71) 

- 
 

-0.0031 
(-0.36) 

CDIV 
 

0.0005 
(0.04) 

- 
 

-0.0056 
(-0.52) 

0.0014 
(0.10) 

- 
 

-0.0045 
(-0.35) 

CROSS 
 

- 
 

0.0031 
(0.48) 

-0.0011 
(-0.16) 

- 
 

0.0005 
(0.07) 

-0.0060 
(-0.75) 

PUBLIC 
 

- 
 

    -0.0273** 
(-2.27) 

   -0.0279** 
(-2.32) 

- 
 

   -0.0299** 
(-2.27) 

    -0.0313** 
(-2.39) 

CASH 
 

- 
 

0.0022 
(0.46) 

0.0019 
(0.38) 

- 
 

0.0040 
(0.69) 

0.0026 
(0.44) 

STOCK 
 

- 
 

0.0004 
(0.02) 

0.0002 
(0.01) 

- 
 

-0.0125 
(-0.53) 

-0.0116 
(-0.49) 

SIZE 
 

- 
 

  -0.0077* 
(-1.90) 

  -0.0072* 
(-1.77) 

- 
 

   -0.0096** 
(-2.00) 

  -0.0086* 
(-1.86) 

RELSIZE 
 

- 
 

     0.0271** 
(2.40) 

      0.0285*** 
(2.57) 

- 
 

    0.0298** 
(2.38) 

    0.0314** 
(2.55) 

TQ 
 

- 
 

-0.0012 
(-0.30) 

-0.0010 
(-0.25) 

- 
 

0.0026 
(0.58) 

0.0033 
(0.74) 

Observations 566 566 566 566 566 566 

F       3.24***        3.37***       3.98***       2.82***       2.58***       2.77*** 

Adjusted R2 0.006 0.082 0.093 0.014 0.072 0.091 
 

This table shows the estimates of the OLS regressions for the announcement returns of acquirers (CAR) in the sixth wave 

for the event windows [-1,+1] and [-2,+2]. Dummy variables for world regions are included in all regressions. The 

calculated 𝑡 statistics, based on robust standard errors, are in parentheses.  

***, **, and * indicate significance at the 1%, 5%, and 10% significance level, respectively. 
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Table 10. Acquisition strategies, level of economic development, and announcement returns 
 in the upcoming wave 

 

  

Upcoming 
wave 

CAR [-1,+1] CAR [-2,+2] 

III IV V III IV V 

Intercept 
 

-0.0206 
(-0.86) 

      0.1030*** 
(2.64) 

    0.0955** 
(2.23) 

-0.0170 
(-0.67) 

    0.0990** 
(2.31) 

  0.0865* 
(1.87) 

GEO 
 

0.0068 
(0.54) 

- 
 

0.0133 
(1.02) 

0.0088 
(0.62) 

- 
 

0.0143 
(1.00) 

GDPP(tc-uk) 

 

-0.0165 
(-0.37) 

- 
 

0.0063 
(0.13) 

-0.0043 
(-0.09) 

- 
 

0.0118 
(0.25) 

IMS 
 

0.0080 
(0.81) 

- 
0.0061 
(0.61) 

0.0147 
(1.32) 

- 
 

0.0122 
(1.08) 

VERT 
 

0.0082 
(0.56) 

- 
0.0138 
(0.96) 

0.0108 
(0.69) 

- 
 

0.0165 
(1.07) 

INT 
 

0.0185 
(1.59) 

- 
  0.0209* 

(1.83) 
0.0197 
(1.57) 

- 
 

  0.0212* 
(1.69) 

CDIV 
 

   0.0304* 
(1.82) 

- 
  0.0330* 

(1.87) 
    0.0466** 

(2.19) 
- 
 

    0.0504** 
(2.27) 

CROSS 
 

- 
 

-0.0119 
(-1.17) 

-0.0123 
(-1.22) 

- 
 

-0.0131 
(-1.17) 

-0.0110 
(-0.97) 

PUBLIC 
 

- 
 

-0.0307 
(-1.62) 

-0.0287 
(-1.61) 

- 
 

-0.0353 
(-1.47) 

-0.0357 
(-1.60) 

CASH 
 

- 
 

-0.0075 
(-1.02) 

-0.0070 
(-0.88) 

- 
 

-0.0031 
(-0.37) 

-0.0035 
(-0.39) 

STOCK 
 

- 
 

    -0.0513** 
(-2.29) 

     -0.0571*** 
(-2.59) 

- 
 

   -0.0612** 
(-2.15) 

   -0.0678** 
(-2.46) 

SIZE 
 

- 
 

    -0.0126** 
(-2.22) 

   -0.0129** 
(-2.27) 

- 
 

 -0.0123* 
(-1.89) 

 -0.0121* 
(-1.86) 

RELSIZE 
 

- 
 

0.0105 
(0.53) 

0.0107 
(0.56) 

- 
 

0.0208 
(0.88) 

0.0214 
(0.92) 

TQ 
 

- 
 

-0.0044 
(-0.76) 

-0.0050 
(-0.87) 

- 
 

-0.0039 
(-0.60) 

-0.0041 
(-0.63) 

Observations 311 311 311 311 311 311 

F   1.57*        3.56***       2.26***     1.84**       2.76***       1.97*** 

Adjusted R2 -0.007 0.058 0.060 0.000 0.058 0.067 
 

This table shows the estimates of the OLS regressions for the announcement returns of acquirers (CAR) in the upcoming 

wave for the event windows [-1,+1] and [-2,+2]. Dummy variables for world regions are included in all regressions. The 

calculated 𝑡 statistics, based on robust standard errors, are in parentheses.  

***, **, and * indicate significance at the 1%, 5%, and 10% significance level, respectively. 
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Table 11. Acquisition strategies and announcement returns complete sample 

All sample 
CAR [-1,+1] CAR [-2,+2] 

V VI VII V VI VII 

Intercept 
 

    0.0641** 
(2.34) 

    0.0552** 
(1.98) 

    0.0639** 
(2.13) 

      0.0826*** 
(2.61) 

    0.0729** 
(2.24) 

      0.0868*** 
(2.60) 

GEO 
 

    0.0173** 
(2.21) 

    0.0176** 
(2.20) 

    0.0202** 
(2.02) 

      0.0268*** 
(2.68) 

      0.0271*** 
(2.66) 

      0.0347*** 
(2.67) 

GDP(tc-uk) 

 

0.0016 
(0.09) 

-0.0092 
(-0.50) 

-0.0051 
(-0.26) 

0.0018 
(0.09) 

-0.0099 
(-0.48) 

-0.0038 
(-0.17) 

IMS 
 

0.0024 
(0.41) 

0.0027 
(0.47) 

-0.0002 
(-0.02) 

0.0078 
(1.22) 

0.0082 
(1.28) 

0.0048 
(0.61) 

VERT 
 

-0.0095 
(-1.11) 

-0.0100 
(-1.19) 

   -0.0238** 
(-2.26) 

-0.0084 
(-0.84) 

-0.0090 
(-0.90) 

 -0.0239* 
(-1.83) 

INT 
 

0.0072 
(1.06) 

0.0069 
(1.03) 

-0.0004 
(-0.06) 

0.0067 
(0.91) 

0.0064 
(0.87) 

-0.0016 
(-0.19) 

CDIV 
 

0.0067 
(0.73) 

0.0069 
(0.75) 

-0.0056 
(-0.54) 

0.0130 
(1.15) 

0.0131 
(1.17) 

-0.0049 
(-0.39) 

CROSS 
 

-0.0047 
(-0.81) 

-0.0045 
(-0.78) 

-0.0038 
(-0.65) 

-0.0067 
(-1.07) 

-0.0068 
(-1.04) 

-0.0060 
(-0.90) 

PUBLIC 
 

     -0.0282*** 
(-2.79) 

     -0.0274*** 
(-2.69) 

     -0.0278*** 
(-2.77) 

      -0.0326*** 
(-2.85) 

     -0.0317*** 
(-2.76) 

     -0.0325*** 
(-2.89) 

CASH 
 

-0.0031 
(-0.75) 

-0.0018 
(-0.40) 

-0.0016 
(-0.38) 

-0.0015 
(-0.31) 

0.0001 
(0.01) 

0.0001 
(0.02) 

STOCK 
 

-0.0193 
(-1.24) 

-0.0205 
(-1.30) 

-0.0225 
(-1.42) 

-0.0289 
(-1.60) 

 -0.0302* 
(-1.66) 

 -0.0329* 
(-1.84) 

SIZE 
 

   -0.0083** 
(-2.51) 

  -0.0086** 
(-2.57) 

     -0.0086*** 
(-2.58) 

   -0.0093** 
(-2.47) 

   -0.0096** 
(-2.54) 

   -0.0096** 
(-2.55) 

RELSIZE 
 

    0.0214** 
(2.11) 

    0.0222** 
(2.16) 

    0.0227** 
(2.24) 

     0.0262** 
(2.26) 

    0.0270** 
(2.32) 

    0.0280** 
(2.44) 

TQ 
 

-0.0026 
(-0.72) 

-0.0026 
(-0.74) 

-0.0025 
(-0.70) 

0.0006 
(0.15) 

0.0005 
(0.12) 

0.0007 
(0.17) 

UPC 
 

- 
 

    0.0109** 
(2.32) 

-0.0003 
(-0.03) 

- 
 

    0.0119** 
(2.23) 

-0.0008 
(-0.08) 

UPC × GEO 
 

- 
 

- 
 

-0.0111 
(-0.73) 

- 
 

- 
 

-0.0267 
(-1.45) 

UPC × GDPP(tc-

uk) 

 

- 
 

- 
 

-0.0116 
(-0.39) 

- 
 

- 
 

-0.0072 
(-0.22) 

UPC × IMS 
 

- 
 

- 
 

0.0072 
(0.59) 

- 
 

- 
 

0.0087 
(0.65) 

UPC × VERT 
 

- 
 

- 
 

    0.0360** 
(2.08) 

- 
 

- 
 

     0.0392** 
(1.99) 

UPC × INT 
 

- 
 

- 
 

0.0187 
(1.35) 

- 
 

- 
 

0.0204 
(1.34) 

(continued on next page) 
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Table 11. Continued 

 
 

 

  

All sample 
CAR [-1,+1] CAR [-2,+2] 

V VI VII V VI VII 

UPC × CDIV 
 

- 
 

- 
 

  0.0362* 
(1.82) 

- 
 

- 
 

    0.0528** 
(2.12) 

Observations 877 877 877 877 877 877 

F       2.87***       2.81***       2.48***       3.00***       2.96***       2.64*** 

Adjusted R2 0.068 0.073 0.077 0.070 0.075 0.084 

This table shows the estimates of the OLS regressions for the announcement returns of acquirers (CAR) in the complete 

sample for the windows [-1,+1] and [-2,+2]. Dummy variables for world regions are included in all regressions. The 

calculated 𝑡 statistics, based on robust standard errors, are in parentheses.  

***, **, and * indicate significance at the 1%, 5%, and 10% significance level, respectively. 
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5. DISCUSSION AND CONCLUSIONS 

This master thesis has examined the impact of acquisition strategy and level of economic 

development on announcement returns of UK acquiring firms across the sixth takeover wave and the 

upcoming takeover wave. In line with existing literature, the expectation is that the influence of the 

chosen acquisition strategy and the level of economic development of the target country on 

announcement returns differs across these waves. Furthermore, based on the reports of JP Morgan 

(2015), KPMG (2015a; 2015b), EY (2015) and existing literature, the acquisition strategies GEO, 

VERT, CDIV and PDIV are expected to lead to lower announcement returns in the upcoming takeover 

wave, while INT is expected to lead to higher announcement returns. Furthermore, the level of 

economic development of the target country is expected to be more strongly negatively related to 

announcement returns. Table 12 provides an overview of the hypotheses and reports whether the 

results provide evidence which supported them, contradicted them, or whether no evidence was 

found. In case the hypothesis is contradicted, the right sign is placed in the parentheses. 

The impact of acquisition strategies and the level of economic development on announcement 

returns is analyzed by using a sample of 877 acquisitions by UK based acquirers in the sixth takeover 

wave (2003-2007) and upcoming takeover wave (2013-June 2015). Evidence of the multivariate 

analysis on the complete sample shows that the acquisition strategy GEO is positively related to 

announcement returns. In the sixth takeover wave, GEO is positively related to announcement 

returns as well, while VERT is negatively related. Apparently, investors in the sixth takeover wave do 

not recognize the value of the acquisition strategy VERT as risk management tool. Evidence of the 

multivariate analysis on the upcoming takeover wave shows that the acquisition strategies INT and 

CDIV are positively related to announcement returns. Apparently, investors in the upcoming wave 

believe that the extent of diversity of takeovers with the acquisition strategy CDIV is high enough, 

resulting in economies of scope. 

Evidence from the univariate analysis shows that the acquisition strategies VERT, INT, and CDIV lead 

to significantly higher announcement returns in the upcoming wave compared to the sixth wave, 

while GEO leads to significantly lower announcement returns. IMS does not lead to any significant 

differences across waves, which is in line with expectations. The lower announcement returns for 

GEO are in line with Harris and Ravenscraft (1991), which see a decline in the positive effect of cross-

border acquisitions due to higher integrated global markets. Apparently, investors do not encourage 

firms to acquire in new international markets. Additional explanations could be the concerns about 

the ongoing geopolitical issues in Eastern Europe and the Middle East and the increase in volatility  
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in currencies (EY, 2015). The finding that VERT leads to higher announcement returns is not in line 

with expectations, but can be explained. Following KPMG (2015c), the complexity of supply chains is 

increasing due to geographical expansion and the expansion of channel partner networks of firms. In 

order to meet the needs of consumers, firms should apply a more demand driven supply chain, which 

means a higher degree of integration along the supply chain. This could imply that VERT leads to 

higher announcement returns. Additionally, a recent report of EY (2015) revealed the concerns in 

boardrooms about the increase in volatility of commodity prices. This uncertainty can be eliminated 

by vertical integration. The higher announcement returns of INT are in line with expectations, as 

firms are currently struggling with creating disruptive innovation from within (KPMG, 2015b; EY, 

2015). Apparently, this acquisition strategy is appreciated by investors. The higher announcement 

returns for CDIV contradict the initial hypothesis, but this can be explained as well. CDIV is 

Table 12. Overview of the evidence on the hypotheses 

Hypotheses  
Supported? 

Complete Sixth Upcoming  

1a GEO is positively related to CARs      – 

2a 

 

Level of economic development is negatively related to 

CARs 
 

– 
 

– 

 

– 

 

3a IMS is positively related to CARs   – – – 

4a VERT is positively related to CARs   – × (−) – 

5a INT is positively related to CARs   – –   

6a CDIV is positively or negatively related to CARs   – – + 

7a PDIV is negatively related to CARs   – – – 

  Univariate Multivariate 

Compared to the sixth takeover wave…    

1b GEO leads to lower CARs     

2b 

 

Level of economic development is more strongly negatively 

related to CARs 

– 

 

– 

 

3b IMS does not lead to different CARs      

4b VERT leads to lower CARs  × (+) × (+) 

5b INT leads to higher CARs    – 

6b CDIV leads to lower CARs  × (+) × (+) 

7b PDIV leads to lower CARs  – – 
 

This table reports which hypotheses are supported, which are contradicted, and for which no evidence is found. For the 

first six hypotheses, a distinction is made between the complete sample, the sixth takeover wave, and the upcoming one. 

For the second six hypotheses, a distinction is made between the univariate and multivariate analysis.   

 , × (… ), and – show that the hypothesis is supported, contradicted (with the right sign in parentheses), or that no 

evidence is found, respectively.  
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considered to be a form of diversification, but it concerns targets with overlapping businesses. If the 

growth potential of the current business units of the firm is limited, this type of acquisition can be 

attractive. Acquiring external growth is one of the key characteristics of this upcoming wave, which 

could explain why CDIV results in higher announcement returns. As the frequency of PDIV in the 

sample was low, it was excluded from the analysis. For the multivariate analysis, the same results 

hold for GEO, VERT and CDIV. However, the significance of lower announcement returns for GEO in 

the upcoming wave disappears when the remaining acquisition strategies are added to the regression 

model. Moreover, it does not show a significant influence of the level of economic development on 

announcement returns across takeover waves. 

Some limitations to this study are present. First of all, only the short-term effect of an acquisition on 

shareholder wealth is captured. Therefore, it does not provide evidence on the long-term 

performance. Furthermore, the stock price at the announcement date could have been influenced by 

other factors like other firm-related news on that day. Initial rumors about a takeover can also 

influence the stock price prior to the event window, which influence the announcement effect. 

Moreover, the acquisition strategy is subtracted from the deal rationale available at Zephyr, which 

permits judgmental error. However, the classification is based upon the same amount of information 

available to investors and, compared to Walker (2000), the larger sample size limits the influence of 

a wrong classification. Another limitation concerns the sample of solely publicly traded UK acquirers, 

which limits the generalizability of the findings.  

The findings of this research study contribute to the M&A literature by improving our understanding 

of which type of acquisition generates the highest return for shareholders across takeover waves. As 

preferences towards acquisition strategies change over time, it is important to know which one 

currently creates the most value. Furthermore, compared to Walker (2000), the sample of this study 

is larger and more recent, and this study introduces INT to the spectrum of strategies. Acquiring 

intangible resources is becoming more and more important, and investors apparently value this type 

of acquisition strategy. Future research could examine whether this result is persistent by using a 

sample of acquiring firms outside the UK. Furthermore, since it was quite often the case that the 

acquisition concerned multiple strategies, it would be interesting for future research to examine 

whether investors see this as an opportunity for value creation or as a disadvantage because the focus 

is unclear. Finally, as the upcoming wave is still emerging, the results of this research study do not 

capture the complete picture of this wave. Once the takeover wave ends again, a new research study 

can be conducted to examine whether the results holds for the complete time period of the wave.  
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APPENDIX 1. ACQUISITION STRATEGIES 

This appendix provides examples of the manner in which deals were assigned to one of the six 

acquisition strategies (geographic expansion, increasing market share, vertical integration, access to 

intangible resources, pure diversification and concentric diversification). Furthermore, it provides 

an example of an acquisition with multiple strategies. 

 

1. Geographic expansion (GEO) 

#177053 – International Greetings plc acquires Hoomark Gift-Wrap Partners BV 

According to Mr Nick Fisher, Joint Chief Executive Officer of International Greetings PLC commented, 

"We have been aware of the growth potential in Europe for a number of years, and we have now 

found the perfect acquisition which will allow us to develop in this important market. Its location 

in North East Holland is an excellent base for effective distribution throughout Europe. This is a 

significant development for International Greetings, and is consistent with our acquisition strategy." 

 

2. Increasing market share (IMS) 

#598430 – Trinity Mirror plc acquires Globespan Media Ltd. 

Mr Sly Bailey, Chief Executive of Trinity Mirror plc said: "Globespan is a great addition to our online 

presence. The Homes Overseas and What House brands perfectly complement our existing portfolio 

of successful online property businesses that include smartnewhomes.com and email4property. 

co.uk. This acquisition demonstrates how Trinity Mirror continues to segment and layer its markets 

by both geography and market sector. Globespan strengthens our regional network of over 80 local 

property sites and enables us to achieve faster growth of market share in the online property 

sector".  

 

3. Vertical integration (VERT) 

#179240 – Sage Group plc acquires Timberline Software Corporation 

Commenting on today's announcement, Mr Paul Walker, chief executive, said, “the acquisition of 

Timberline fits with our strategy of acquiring locally developed and locally supported market-leading 

software brands. Timberline will expand our business into two significant vertical markets: 

construction and real estate. We expect to create value through selling Timberline's products to our 
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large and growing US customer base, and also through selling additional Sage products and services 

to Timberline customers.” 

 

4. Access to intangible resources (INT) 

#524629 – WS Atkins plc acquires Advantage Business Group Ltd. 

Mr Ivor Catto, Managing Director of Atkins' Design & Engineering Solutions business said "We are 

pleased to be able to combine the Advantage and Atkins capabilities to broaden our systems 

engineering skills and strengthen our through-life capability management in order to serve our 

customers better." 

 

5. Concentric diversification (CDIV) 

#148270 – Tandem Group plc acquires MV Sports Group plc  

"We believe that the two businesses are an excellent fit for each other with complementary product 

ranges and a significant number of products which are or which could be sold into the same 

customer base. Effecting the Proposal will give the enlarged group a larger base to grow from and 

save the costs of running two publicly traded companies." said Mr Graham Waldron, Chairman of 

Tandem. "We have seen that consolidation in our sector is inevitable given market conditions and 

believe that MV Sports Shareholders will welcome the opportunity to exchange their MV Sports 

Shares at a premium to today’s market price for shares in a larger public company with a higher 

market capitalisation. We see Tandem as an excellent fit with our business and that there is an 

opportunity to increase market share and margin contribution by joining Tandem whilst, at the same 

time, achieving diversification into new business areas." said Mr Stephen Grant, Managing 

Director of MV Sports. 

 

6. Pure diversification (PDIV) 

#205916 – Pentagon Protection plc acquires Filmtek Ltd.  

"This is an excellent acquisition for Pentagon which should appeal to our investors. It adds critical 

mass and significant value and enables Pentagon to diversify beyond its current markets." said Mr 

David Thomas, Chairman of Pentagon. 
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7. Multiple strategies (MULT) 

#565782 – Hikma Pharmaceuticals plc acquires Alkan Pharma S.A.E. 

Mr Said Darwazah, CEO of Hikma, said: "Alkan’s local manufacturing capabilities, strong product 

portfolio and registration pipeline, together with its significant sales force, provides Hikma with an 

excellent platform from which to access the large and growing Egyptian market. Alkan offers a 

strong commercial and distribution platform from which to introduce Hikma’s branded generics into 

the Egyptian market and adds a broad product portfolio and pipeline that can be leveraged into 

Hikma’s existing markets. Alkan has a strong management team and we look forward to working 

with them to build Hikma’s presence in the Egyptian market." 

Source: Deal rationale Zephyr 


