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Abstract

This paper focuses upon cross-border acquisitions. A three-way comparison is made

between the post-takeover performance of UK acquirers of domestic UK, US, and

Continental European targets between 1991 and 1996. This study examines if UK firms

acquiring large takeover targets experience cumulative abnormal returns significantly

different from zero up to two years after the acquisition. This study finds that UK firms

acquiring large takeover targets experience negative cumulative abnormal returns over

the period examined, at various significance levels. Furthermore, the study finds that

the post-takeover performance of UK firms acquiring UK targets is superior to that of UK

firms acquiring US targets. In turn, the performance of UK firms acquiring US targets is

better than that of UK firms acquiring Continental European targets. If this trend

continues, the consequences for institutional investors and pension funds, which

respond to a major takeover by increasing their holdings in the acquirer, could be

serious. The shares they are buying are the very companies we show to be
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underperforming. And the particularly poor performance of UK companies acquiring in

Europe suggests that this anomaly may become even more significant as European

cross-border activity gathers pace.

Notes

 The Rosters are extracted quarterly from the Securities Data Company Merger &

Corporate Transactions Database, a computer-accessible data bank of M&A activity

from 1981 to present (from Rosters, Mergers & Acquisitions).

 The 50% figure was selected so as to eliminate companies that were only acquiring an

interest in the target company.

 It is acknowledged that the threshold set is somewhat arbitrary, but it is considered

that this would filter the large acquisitions desired for this study.

 See Appendix A for final sample list.

 See Appendix B for a list of company's that have changed names.

 The estimation period is the period over which the parameters of the model, α and β,

used to estimate expected returns, is calculated.

 Conn and Connell (1990), Mathur et al. (1994) and Cakici et al. (1996) all use pre-

event estimation periods.

 Conn and Connell (1990).

 t − 48 would mean 48 months prior to the month of the announcement of the

acquisition.

 Conn and Connell (1990).

 Logarithmic returns are used as they are more likely to be normally distributed

(compared to discrete non-logarithmic returns) and so conform to the assumptions of

standard statistical techniques (Strong, 1992).
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Related Research Data

Post-takeover returns: The UK evidence

Source: Journal of Empirical Finance

Foreign acquisitions in the United States: Effect on shareholder wealth of foreign

acquiring firms

 Arithmetic averaging implies rebalancing to equal weights each period (Blume and

Stambaugh, 1983).

 See Brown and Warner (1980).

 See  and  for significance level.

 Firth (1979), using the MM, found significant abnormal losses of around −8.2% in the

12 month post-bid period on a UK sample.

 However, their base date is the date at which the bidder has enough shares to

guarantee control of the target.

 The results are consistent with Conn and Connell (1990), when comparing their

results calculated using parameters estimated on a similar pre-announcement period.

However, Conn and Connell (1990) also used different estimation periods for the

calculation of the parameters, which led to different results.

 Where t is the announcement month of the bid.

 Although they too experienced negative CARs.

 Although a possible explanation may be that their sample period of 1975–1990,

focusing on UK M&A activity, was a considerably longer period than ours.

 See O’Connor and Bueso (1990).

 The fact that bidders of US targets perform better than bidders of Continental

European targets suggest that it could be possible that the investor environment feels

more optimistic about the financial reporting and information disclosure environment in

the US compared to Continental Europe, since the US has arguably more stringent

guidelines on information disclosure.

12

13

14 tables 4 5

15

16

17

18

19

20

21

22

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0927-5398%252896%252900015-1&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0378-4266%252894%252900131-6&type=Scholix


Source: Journal of Banking & Finance

The financial performance of companies acquiring very large takeover targets

Source: Applied Financial Economics

INTERNATIONAL MERGERS: RETURNS TO U.S. AND BRITISH FIRMS

Source: Journal of Business Finance & Accounting

Biases in computed returns

Source: Journal of Financial Economics

SENSITIVITY OF ACQUIRING FIRMS' RETURNS TO ALTERNATIVE MODEL SPECIFICATIONS

AND DISAGGREGATION

Source: Journal of Business Finance & Accounting

The Effect of Corporate Multinationalism on Shareholders' Wealth: Evidence from

International Acquisitions

Source: The Journal of Finance

An Examination of the Long Run Performance of UK Acquiring Firms

Source: Journal of Business Finance & Accounting

The wealth effect of merger activity and the objective functions of merging firms

Source: Journal of Financial Economics

The market for corporate control

Source: Journal of Financial Economics

The Hubris Hypothesis of Corporate Takeovers

Source: The Journal of Business

Merger bids, uncertainty, and stockholder returns

Source: Journal of Financial Economics

Detecting long-run abnormal stock returns: The empirical power and specification of

test statistics

Source: Journal of Financial Economics

Return to shareholders of US targeted companies acquired by foreign corporations

Source: Applied Financial Economics

Takeovers, Shareholder Returns, and the Theory of the Firm

Source: The Quarterly Journal of Economics

Shareholder wealth effects of corporate takeovers

Source: Journal of Financial Economics

A COMPARATIVE ANALYSIS OF THE CHARACTERISTICS OF INTERNATIONAL TAKEOVERS

Source: Journal of Business Finance & Accounting

Measuring security price performance

Source: Journal of Financial Economics

International merger activity and the national regulation of mergers: A UK perspective

Source: Empirica

Economic Restructuring in Europe and the Market for Corporate Control

Source: Unknown Repository

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F096031000331824&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1990.tb00568.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252883%252990056-9&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1990.tb01195.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2328212&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1468-5957.00146&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252883%252990009-0&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252883%252990004-1&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F296325&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252883%252990005-3&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0304-405x%252896%252900890-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F758536877&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F1884539&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252889%252990057-3&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1995.tb00380.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252880%252990002-1&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fbf00924974&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252F978-1-349-12582-1_4&type=Scholix


The Role of Acquisitions in Foreign Direct Investment: Evidence from the U.S. Stock

Market

Source: The Journal of Finance

Corporate Mergers and Shareholder Wealth Effects: 1977-1986

Source: Accounting and Business Research

Using daily stock returns

Source: Journal of Financial Economics

The Foreign Acquirer Bonanza: Myth Or Reality?

Source: Journal of Business Finance & Accounting

TAKEOVER ACTIVITY, CEO TURNOVER, AND THE MARKET FOR CORPORATE CONTROL

Source: Journal of Business Finance & Accounting

International acquisitions in the united states: Evidence from returns to foreign bidders

Source: Managerial and Decision Economics

MODELLING ABNORMAL RETURNS: A REVIEW ARTICLE

Source: Journal of Business Finance & Accounting

The Profitability of Takeovers and Mergers

Source: The Economic Journal

The Effect of a Merger on the Share Price of the Attacker, Revisited

Source: Accounting and Business Research

 

Linking provided by  

Related research 

Recommended articles Cited by 

79

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1991.tb03767.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00014788.1991.9729838&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252885%252990042-x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1991.tb00605.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1996.tb00912.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1002%252Fmde.4090150203&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1992.tb00643.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2231604&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00014788.1984.9729243&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

