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ABSTRACT

This paper investigates whether and how financial restatements affect the market for corporate
control. We show that firms that recently filed financial restatements are significantly less likely
to become takeover targets than a propensity score matched sample of non-restating firms. For
those restating firms that do receive takeover bids, the bids are more likely to be withdrawn or
take longer to complete than those made to non-restating firms. Finally, there is some evidence
that deal value multiples are significantly lower for restating targets than for non-restating
targets. Our analyses suggest that the information risk associated with restating firms is the
main driver of these results. Overall, this study finds that financial restatements have profound
conseqguences for the allocation of economic resources in the market for corporate control.

JEL Classifications: D82; G14, G34; M41.

Data Availability: Data are available from sources identified in the paper.
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