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Shareholders’ indifference… short-term market reaction
to firms’ first and subsequent acquisitions: evidence
from China

Dmytro Osiichuk and Paweł Wnuczak

Department of Finance, Kozminski University, Warsaw, Poland

ABSTRACT
Having analysed the history of acquisitions by public Chinese
companies over the period of 1996–2020, we document no per-
sistent statistically significant short-term market reaction upon
deal completion. Short-term cumulative abnormal returns are
non-different from zero regardless of whether the acquisition is
the first or one of many on acquirers’ record, whether it is domes-
tic or cross-border or whether it is vertical or horizontal as well as
regardless of industry and declared purpose of acquisition. In the
overwhelming majority of cases, acquirers’ prior acquisition
experience plays no role in shaping short-term post-acquisition
returns. Lower returns are associated with serial acquirers espe-
cially if the series of acquisitions occurs within the same industry.
Likewise, significantly lower cumulative returns are observed if
the acquiree is a state-owned entity. Overall, the markets appear
to attach no abnormal returns to firms’ inorganic growth regard-
less of its span across geographies, industries and time.
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1. Introduction

Empirical literature concerning the impact of inorganic growth on shareholder wealth
creation contains a plethora of ambiguous and frequently contradictory conclusions.
The majority of studies (e.g., Cai & Sevilir, 2012; Ishii & Xuan, 2014; Renneboog &
Vansteenkiste, 2019) focus on short-term market response to deal completion and
conclude that M&A transactions fail to deliver consistent abnormal shareholder
returns (Malmendier et al., 2018).

While value creating effects of M&As are well-investigated on the empirical mater-
ial from mature markets, it remains undercovered on emerging markets (Borodin
et al., 2020; Langenstein et al., 2018; Zhang & Haico, 2010). The M&A activities of
Chinese companies have intensified significantly over the past decade fueled by rapid
economic expansion, encouraged by the regulatory framework favouring international
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expansion and home-market consolidation in pursuit of higher productivity. The
resulting surge in acquisitions deserves an in-depth study in terms of ensuing
effects for shareholders. The present paper attempts to fill this gap by undertaking a
comprehensive review of all acquisitions undertaken by public Chinese companies
over the period of 1996–2020 and quantifying their short-term effect on share-
holder returns.

Prior studies on mature markets suggest that investors tend to assign a short-term
valuation premium to firms that decide to undertake a strategy of inorganic growth
by engaging in acquisitions (Dandapani et al., 2020). Investors expect acquirers to
benefit from consolidation-driven operational improvements, expansion of product
portfolio, amelioration of supply chains, synergies, penetration of new markets and
increase of market share, appropriation and integration of acquirees’ innovative tech-
nologies/knowhow (Haleblian et al., 2009). By attracting investors’ interest, such
expectations may cause a short-term stock price surge allowing investors to earn
superior abnormal returns around transaction completion. The long-term shareholder
wealth effects of M&As are, however, contingent upon the effectiveness of post-trans-
action integration efforts. Therefore, it seems consistent that the shareholder effect of
transaction announcements has been shown to gradually wear off for firms undertak-
ing multiple sequential acquisitions (Golubov et al., 2015).

The general premise underpinning the theoretical explanations of short-term stock
outperformance surrounding deal completion is that initiation of inorganic growth
reveals material non-public information about the acquirers’ prospective performance,
strategic plans and managerial capabilities. It signals the firms’ preparedness to enter
a new stage of their development (Dandapani et al., 2020). Depending on whether
investors perceive these signals as credible and the acquirers’ growth strategy as feas-
ible, an appropriate stock response ensues (Duppati et al., 2015).

In order to verify the short-term shareholder wealth effects of acquisitions, we
compiled a comprehensive dataset encompassing 2650 transactions undertaken by
1803 Chinese public companies during 1996–2020. Having quantified and analysed
short-term stock price dynamics surrounding deal completion, we found no signifi-
cant persistently observable abnormal returns accompanying these events regardless
of transactions’ geographical or temporal span as well as regardless of types of targets
and acquirer–acquiree industry relatedness. Neither acquirers’ prior acquisition
experience, nor the timing of the transactions appears to alter these findings.
Likewise, acquirer–acquiree complementarity and industry links play no role in shap-
ing short-term post-transaction returns.

Investors appear to assign no short-term premium to firms’ inorganic growth strat-
egy even if it involves international expansion or takeover of acquirees’ technologies/
strategic assets. We observe no difference in short-term cumulative abnormal returns
(CARs) following the completion of domestic and foreign acquisitions, thereby find-
ing no confirmation for market premium for firms’ internationalisation efforts
(Dandapani et al., 2020). Lack of such premium may originate both from the resist-
ance that Chinese firms encounter when undertaking international expansion (Zhu &
Zhu, 2016) and from integration difficulties resulting from cultural and geographical
distance between Chinese acquirers and foreign-domiciled acquirees.
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At the same time, in line with prior studies (e.g., Aktas et al., 2016; Kolasinski &
Li, 2013), we find that serial acquirers record significantly lower CARs than one-off
acquirers. Interestingly, we find no significant differences in marginal effect of each
subsequent acquisition for serial acquirers when analysed in isolation from the
remainder of the sample (equally insignificant CARs are observed in response to the
second, third and fourth subsequent acquisitions). Lower returns are observed among
older firms, suggesting that investors may perceive acquisitions as a signal that
acquirers exhausted their organic growth potential and are, therefore, forced to resort
to inorganic expansion to maintain dynamics.

We advance several possible explanations for the discovered statistical patterns. It is
possible that the lack of significant market reaction to acquisition completions may be
engendered by information leakages (Ma & Pagan, 2009). Another potential explanation
may be related to investors’ relatively cold response to M&A deals stemming from their
skepticism with regards to the potential value creation through inorganic growth. As a
substantial portion of acquisitions do not induce any significant operational performance
improvements in acquirers (Buckley et al., 2014), investors may regard transactions pri-
marily through the prism of industry consolidation, which exercises an additive rather
than cumulative effect on the combined entities’ value creating potential. Finally, absence
of a systematic response to deal completion may simply stem from the strength of noise
observed on the highly volatile Chinese public capital markets. Even the studies that
identify persistent abnormal acquirer returns following deal completion document a rela-
tively modest magnitude of this effect (Offenberg et al., 2014), which borders statistical
significance. Unlike mature markets, which tend to exhibit gradual growth correlated
with general business cycles and investor sentiment, the Chinese market is more likely
to experiences subperiods of sharp volatility spikes, exuberant rallies and protracted peri-
ods of price stagnation. The price effects of acquisitions may, therefore, become indistin-
guishable from the impact of other random noise factors.

Unlike prior empirical studies focusing on short-term market response to deal com-
pletion (e.g., Li et al., 2018; Qian & Zhu, 2017), we cross-check the studied effects across
a number of observation windows of different lengths (1, 3, 7 and 30days following deal
completion announcement). At the same time, it is the first study to undertake a com-
prehensive review of the population of acquisitions undertaken by Chinese public
acquirers over more than two decades (the bulk of which occurred during the 2010s)
during which both their domestic and international acquisition activities experienced a
dynamic growth fueled by efficiency-seeking consolidation, economic expansion and
softer macroeconomic policies. The institutional specificity of the Chinese capital market,
regulatory settings and internationalisation strategies of Chinese companies warrant an
in-depth inquiry into the short-term shareholder wealth effects of rapidly growing M&A
deals. We dedicate particular attention to the analysis of marginal acquisition effects
within series of transactions completed by the same acquirer in order to disentangle the
possible impact of prior experience on short-term market response.

2. Literature review

Empirical studies analysing the short-term effects of M&A transactions on share-
holder returns fail to reach unambiguous conclusions pointing to the multitude of
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factors that play a role in shaping investors’ perception of the deal (Netter et al.,
2011). Short-term event studies remain the method of first choice due to methodo-
logical difficulties related to the selection of appropriate long-term return benchmarks
and isolation of transaction-specific effects from the long-term dynamics of stock pri-
ces and operational performance indicators (Bessembinder et al., 2019). The prevail-
ing viewpoint is that abnormal shareholder returns are the best gauge of deals’
success as it directly relates to shareholder value.

While the shareholders of target companies are reported to earn positive abnormal
returns originating from acquirers’ bidding efforts and superior negotiating power
(Alexandridis et al., 2017), the returns accruing to acquirers’ shareholders are documented
to be much more modest and impersistent (Maksimovic et al., 2011). Cross-transaction
returns differentials are explained by a number of factors of organisational, institutional,
managerial and cultural origins, which preclude generalisation and encourage further
empirical studies on the subject matter.

Several competing hypotheses have been advanced and developed in the empirical
literature in an attempt to explain relatively poor or impersistent short-term post-
acquisition stock performance of acquirers. To start with, markets may already dis-
count deal-specific information at the moment of transaction finalisation due to
information leaks, insider dealing and prior rumors (Baruch et al., 2017). Another
explanation for meager returns is underpinned by investors’ proclivity to extrapolate
acquirers’ fundamentals when assessing the deals’ value crating potential (Rau &
Vermaelen, 1998). As expected synergies fail to materialise in the short run and valu-
ation ratios slide down regressing to the mean, a stock price adjustments cause
acquirer’s returns to shrink. Identification of the sources of short-term abnormal
returns remains a methodological challenge as investors’ perceptions, method of
transaction settlement and negotiation frictions have been shown to exercise a sizable
impact on deal outcomes.

In line with the key research objectives of the present study, we focus on the prior
empirical studies that enquired into short-term effects of initial domestic and cross-
border acquisitions, acquirers’ prior acquisition experience and target typology on
acquirers’ returns.

To start with, the markets are generally recognised to price acquirers’ initial inor-
ganic growth efforts with a valuation premium. First acquisitions are frequently
reported to earn positive short-term abnormal returns (Antoniou et al., 2007).
Investors appear to perceive the completion of the first transaction as evidence of
acquirers’ future growth options and strategic vision directed towards consolidating
market power. Similarly, positive short-term abnormal returns are documented to
accompany first cross-border acquisitions (Dandapani et al., 2020). Shareholders
appear to regard these transactions as a signal of acquirers’ long-term intention to
enter the international arena, penetrate new markets and compete globally, all of
which is priced in as a long-term real option to expand the scale of acquirers’ opera-
tions. While signalling the availability of attractive growth opportunities, cross-border
acquisitions may carry a number of integration-related risks (Uysal et al., 2008) as
geographical and cultural proximity have been shown to be positively associated with
post-acquisition outcomes in terms of shareholder value.
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Despite a positive reaction to the first acquisitions, investors appear to be less
responsive to subsequent transactions undertaken by the same company. Multiple
studies (e.g., Billett & Qian, 2008; Kose et al., 2011) document diminishing returns
accruing to acquirers’ shareholders following serial acquisitions with the magnitude of
the associative link seemingly unaffected by the learning curve. The possible explana-
tions for the relative underperformance of serial acquirers appear to mostly derive
from theories of managerial hubris and overconfidence. Overconfident executives,
especially those with a record of managing prior takeovers, may exhibit a higher pro-
clivity to express unjustified optimism with regards to the outcomes of pending
acquisitions (Malmendier & Tate, 2008).

As firms grow larger and engage in consecutive rounds of inorganic growth, man-
agerial opportunism and agency conflicts may exacerbate prompting the deployment
of corporate resources towards economically unjustified acquisitions. CEOs’ overcon-
fidence may cause an overvaluation of prospective synergies and underestimation of
integration costs, all of which may contribute to deteriorating post-transaction oper-
ational performance (Klasa & Stegemoller, 2007). Due to high relative frequency of
acquisitions undertaken by serial acquirers on developed markets, integration prob-
lems are likelier to accumulate putting a downward pressure on medium-term bottom
lines. The pool of potential targets is also gradually being exhausted causing serial
bidders to engage into lower-quality deals.

Lower returns accompanying serial acquisitions may stem from managerial procliv-
ity to extrapolate past post-acquisition returns to pending transactions during the bid-
ding process. A positive market reaction to the first transaction may encourage
executives to place higher bids while negotiating subsequent deals (Aktas et al., 2011).
One may therefore reasonably expect lower prior acquisition returns to be associated
with better outcomes for follow-up transactions, which contradicts the majority of
empirical studies documenting diminishing cross-transaction returns. Ultimately, the
short- and long-term acquisition outcomes may be contingent upon executives’
expertise in selecting the right targets. A successful prior acquisition experience
appears to be a reliable predictor of subsequent acquisition outcomes pointing to the
presence of persistent skills-based learning effect (Kengelbach et al., 2012; Qian & Zhu,
2017). Finally, heterogeneity of acquisition results may be explained by cross-acquirer
differences in endowment with organisational capital defined as a set of business practi-
ces, human resources and analytical expertise necessary to facilitate post-transaction
integration (Li et al., 2018). However, even after controlling for these factors, serial
acquirers are reported to produce lower short- and long-term returns than one-
time takeovers.

The rivalry between the learning and overconfidence hypotheses, which have diver-
gent predictions with respect to the performance of serial acquirers, remains unre-
solved despite the majority of studies pointing to the validity of the latter.

One of the most important factors deciding on the outcomes of acquisitions is
acquirer–acquiree industry relatedness. Conventional wisdom postulates that horizon-
tal acquisitions should generate superior results as post-acquisition integration is
facilitated by similarity in resource endowment, technological processes, managerial
practices and organisational capital.
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The empirical literature remains ambiguous with regards to the impact of acquir-
er–acquiree industry relatedness on post-deal shareholder returns. On one hand,
Hoberg and Phillips (2010) document a positive impact of firm complementarity on
acquisition performance: similarity of product portfolios offered by participating enti-
ties is evidenced to be positively associated with post-transaction sales dynamics and
overall business profitability. Complementarity of human and organisational capital
defined as similarity of employees’ skillset and business profiles may also play a role
by allowing for greater post-deal cost optimisation as well as positive knowledge spill-
over effects (Lee et al., 2018). While the majority of empirical studies find asset com-
plementarity and industry relatedness to be beneficial, some report the opposite or
indeterminate effect. Martynova et al. (2007) document no difference in the dynamics
of operational performance across vertical and horizontal acquisitions. In some cases,
divergence in acquirers’ and acquirees’ business profiles may play to the benefit of
the combined entity by allowing for re-deployment of resources and knowhow to the
less efficient and less specialised targets (Fresard et al., 2017).

The present study attempts to establish the short-term shareholder effects of acqui-
sition completion depending on the geographical, intertemporal and industry scope
of transactions as well as to elucidate the intermediating role of acquirers’ prior
experience on transaction outcomes. As such, it represents a comprehensive multidi-
mensional follow-up study covering a major emerging market. The strategic goals
and scope of acquisitions undertaken by Chinese companies have undergone substan-
tial changes over the past two decades. Having been mostly focused on the provision
of access to natural resources during the first wave, the takeovers are now primarily
aimed at securing technological superiority through acquisition of targets’ technolo-
gies and knowhow (Zhou et al., 2014). Gradual consolidation on the domestic market
in turn is expected to positively contribute to the efficiency of manufacturing proc-
esses by slashing duplicate expenses, increasing economies of scale and securing better
access to external financing. The principal difficulties encountered by Chinese
acquirers along the way originate from lack of acquisition experience, institutional
barriers, regulatory pressure and targets’ defensiveness. By inquiring into the short-
term wealth effects of acquisitions, we intend to verify whether positive or negative
anticipated acquisition outcomes predominate in the perceptions of investors.

3. Dataset and research design

For the purposes of the present empirical study, we compiled an extensive database
of acquisitions completed by Chinese public companies over the period between 1994
and 2020. The total population of transactions was filtered of all deals, which were
announced, but which were not subsequently completed. Second, we limited the sam-
ple only to transactions with deal value of more than USD 1 million. Third, we elimi-
nated all acquirers belonging to the financials and utilities industries from the
sample. The deal metadata were assembled from Thomson Reuters M&A database.
The data on price dynamics, which were used to calculate post-transaction stock
returns, were downloaded from Thomson Reuters datastream. Firm-level financials,
which are included as control variables across econometric model specifications, were
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compiled from Bloomberg database. The final research sample created after applying
the aforementioned filters includes 3297 unique acquisitions completed by 1805 pub-
lic acquirers. At the same time, due to the missing price data, control variables or
closure/delisting, some of the observations were dropped at the stage of econometric
analysis reducing the total sample size to 2650 unique transactions.

Each of the tested econometric models contains a set of firm-level control varia-
bles. The macroeconomic data on GDP growth in targets’ country were obtained
from the World Bank.

The variables used in our empirical analysis are defined in Table 1. The descriptive
statistics are presented in Table 2. Nominal variables are scaled with appropriate
deflators or logarithmised to normalise their distributions. Winsorisation at 1% and

Table 1. Definitions of the key variables.
Variable name Definition

CAR td Cumulative abnormal return estimated over an event window [–1;t] with t
varying from 1 to 30 days

Acquirer size Natural logarithm of acquirer’s total assets
Operating profit margin Acquirer’s operating profit margin (normalised)
Intangible assets Share of intangible assets in total assets of acquirer
Cash reserves Ratio of cash and cash equivalents to contemporaneous total assets
Tangible investments Capital expenditures scaled by contemporaneous value of acquirer’s total assets
Indebtedness Ratio of total interest bearing debt to contemporaneous total assets
Deal size Natural logarithm of deal value
Share acquired Ownership share acquired
Friendly Binary variable encoding acquirer’s attitude (friendly ¼ 1)
Technology Binary variable encoding target industry. The variable equals 1 if acquiree

operates in high-technology industry
Target GOE Binary variable equal to 1 if acquiree is a government-owned entity
Target private Binary variable equal to 1 if acquiree is a private entity
Target JV Binary variable equal to 1 if acquiree is a joint venture
R&D takeover Binary variable equal to 1 if the declared purpose of the transaction is to

overtake acquiree’s technology
Acquirer age Time since acquirer’s incorporation
Majority acquisition Binary variable equal to 1 if more than 50% ownership stake is acquired
First acquisition Binary variable equal to 1 if a given transaction is acquirer’s first acquisition
First domestic acquisition Binary variable equal to 1 if a given transaction is acquirer’s first domestic

acquisition
First foreign acquisition Binary variable equal to 1 if a given transaction is acquirer’s first foreign

acquisition
Serial acquisition Binary variable equal to 1 if a given transaction is acquirer’s fourth/fifth/nth

acquisition (regardless of whether it is foreign or domestic)
Prior acquisition domestic Binary variable equal to 1 if a given transaction was preceded with a prior

domestic acquisition by the same acquirer
Prior acquisition foreign Binary variable equal to 1 if a given transaction was preceded with a prior cross-

border acquisition by the same acquirer
Number of prior Trx Number of acquisitions finalised by a given acquirer before a given transaction
Started with foreign acquisition Binary variable equal to 1 if acquirer started inorganic growth with a cross-

border acquisition (the first acquisition was foreign)
Started with domestic acquisition Binary variable equal to 1 if acquirer started inorganic growth with a domestic

acquisition
Time since first acquisition Time elapsed since acquirer’s first acquisition
Time since previous acquisition Time elapsed since acquirer’s previous acquisition
Horizontal Binary variable equal to 1 if acquirer and acquiree operate in the same industry

(matched by GIC codes)
Conglomerate Binary variable equal to 1 if acquirer and acquiree operate in different industries
Experience Binary variable equal to 1 if acquirer has acquisition experience (regardless of

whether it is foreign or domestic) at the moment of transaction finalisation
GDP growth GDP growth rate in target’s country of domicile

Source: own elaboration.

3496 D. OSIICHUK AND P. WNUCZAK



99% levels allows us to eliminate the distortionary impact of outliers on economet-
ric results.

The initial analysis of descriptive statistics reveals several features of the acquisi-
tions undertaken by Chinese companies. Precisely, 83% of the analysed transactions
resulted in a purchase of controlling interest (>50%) in the acquirees’ business. The
average ownership share acquired is 60.2%. Cross-industry/vertical/conglomerate
acquisitions predominate over horizontal acquisitions with the latter constituting ca.
37% of the analysed transactions. Most deals – ca. 52% – target private companies. In
5.5% of cases, target companies are join ventures.

The average age of a public Chinese company at the moment of undertaking its first
acquisition is 15.56 years, which is almost three times higher than the average age at
which U.S. firms undertake their first inorganic growth effort (Dandapani et al., 2020).
Overall, Chinese companies take longer to mature and are less expansive in their acquis-
itions than their peers from mature markets. At the moment of undertaking a given
acquisition, an average sampled acquirer has completed 0.89 prior acquisitions with the
absolute majority of them involving domestically domiciled targets. It is extremely rare
to see a company, which starts its acquisition record with a foreign target. Only 4.9% of
sampled acquirers initiated their inorganic growth with an international acquisition.

Serial acquisitions remain relatively rare on the Chinese market as compared to
mature markets. Overall, 21.8% of the analysed public companies undertook a second
acquisition; 9.5% completed a third deal; ca. 4.6% have four acquisitions on record;
2.2% completed five or more transactions. On average, subsequent transactions occur
with an interval of 2.22 years (standard deviation of 2.73 years).

Overall, the intensity and scale of acquisition processes on the Chinese market
remain well below those exhibited by mature markets. At the same time, industry
consolidation processes have been gaining strength over the past decade prompting a
dynamic growth in acquisitions. International acquisitions have also been on a steady
rise precipitated by Chinese firms’ plans to gain access to superior technologies and
knowhow of their peers from developed markets. On the whole, 23% of acquisitions
involve targets operating in high-technology sectors. Cross-border transactions

Table 2. Descriptive statistics.
Variable Mean Std.Dev. Min Max

Deal size (USD million) 74.813 323.872 1 8824.297
Share acquired 60.203 20.866 10 100
Acquirer age 15.557 6.342 0 38.533
GDP growth 7.701 2.343 –5.281 14.526
Number of prior Trx .893 1.411 0 12
Time since first acquisition 3.801 3.642 0 22.319
Time since previous acquisition 2.218 2.736 0 19.376
CAR 1d .003 .046 –.131 .159
CAR 3d .004 .06 –.177 .201
CAR 7d .005 .077 –.216 .264
CAR 30d .007 .145 –.341 .464
Tangible investments .052 .048 0 .23
Intangible assets .763 .184 .168 .998
Cash reserves .166 .126 0 .62
Indebtedness .231 .167 0 .663
Operating profit margin (pp.) 7.841 23.493 –162.491 51.585

Source: own elaboration.
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undertaken by Chinese companies mostly involve targets from developed countries –
U.S.A., Germany, Austria, Singapore, Japan, Italy, France and Australia. Some of the
transactions are clearly motivated by acquirers’ desire to gain access to raw materials
or gain better control of international supply chains. International acquisitions efforts
of Chinese companies are frequently impeded by regulatory pushback and negative
public coverage, which may put a long-term constraint on acquirers’ cross-border
expansion. The uncertainty frequently surrounding such transactions may explain the
ambiguous market reaction to the completion of such deals.

To quantify the short-term shareholder wealth effects of acquisition completion,
we rely on the most commonly used event-study metric – CAR. This indicator esti-
mates the total/additive abnormal return, which may be earned by shareholders dur-
ing the observation window spanning a period commencing before the event in
question and ending a certain period of time following the event.

The methodology used for estimating CAR is similar to that used by Dandapani
et al. (2020).

ARij ¼ Rij � E Rð Þij, (1)

where ARij is the abnormal return of the ith stock on date j; Rij is the simple raw
return of the ith stock on date j; EðRÞij is the expected return of the ith stock on date
j estimated from market model derived by regressing returns of the ith stock on bench-
mark index returns over a period of 250 trading days prior to transaction completion
date. We use two different benchmark indices to estimate market models for each
stock: Shanghai Composite and Shenzhen Composite Indices depending on the primary
location of listing of the company. One of the important shortcomings of many empir-
ical studies is the reliance on a unique benchmark index serving as a proxy for per-
formance of the entire stock market in a given jurisdiction. By choosing the
appropriate benchmark index for each sampled firm, we alleviate this concern. CARs
are then estimated for each acquirer within the event window starting one day prior to
transaction completion date and ending t days after transaction completion date:

CAR�1;t ¼
Xt

j¼�1

ARij, (2)

We use several observation windows ranging from [–1;þ1] to [–1;þ30] days
around acquisition completion date. This approach allows us to cross-check our
empirical findings and to avoid the common criticism of cherry-picking short-term
event windows. The descriptive statistics for CARs are presented in Table 2.

Having estimated CARs for the analysed transactions, we run a set of multivariate
cross-section regressions attempting to establish deal characteristics that may be asso-
ciated with non-zero CARs. The regressands are CARs estimated on different obser-
vation windows. The baseline econometric models include the following regressors:
(1) acquirer’s size, (2) acquirer’s operating profit margin, (3) acquirer’s intangible
assets, (4) acquirer’s cash reserves, (5) acquirer’s tangible investments, (6) acquirer’s
level of debt, (7) deal size, (8) ownership stake purchased, (9) deal attitude, (10)
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binary variable encoding deals involving acquirers and targets from high-tech indus-
tries, (11) binary variable encoding government-owned targets, (12) binary variable
encoding privately owned targets, (13) binary variable encoding joint ventures, (14)
binary variable encoding deals aimed at overtaking acquiree’s technologies and know-
how, (15) acquirer’s age, (16) binary variable encoding deals involving a transfer of
the controlling equity stake (>50%) and (17) GDP growth.

In addition, the tested econometric models include a set of experimental variables
encoding acquirers’ prior experience, acquirer–acquiree industry relatedness and geo-
graphical scope (Dicu et al., 2019) of transactions. These variables are the focus of
the present study. All econometric models include industry and year fixed effects to
control for sample heterogeneity as well as time-invariant explanatory factors. All
reported models are documented to have satisfactory econometric properties, which
allow for appropriate statistical inference.

In addition to multivariate regression analysis, we run a set of univariate tests (t-
test for the difference of mean returns and Wilcoxon rank-sum (Mann–Whitney) test
for the difference in distributions) to verify whether statistically significant differences
in CARs are observed between the first and subsequent acquisitions.

4. Empirical findings

The results for baseline regression models are reported in Table 3. We document no
difference between CAR recorded at acquirers’ first acquisition (regardless of whether
it is domestic or cross-border) and the remainder of sampled transactions. Negative
associative link is found between acquirers’ age at transaction completion and CARs
across all observation windows. Somewhat lower returns are reported for transactions
involving government-owned targets (the respective coefficients for one- and seven-
day CARs are significant at 10% level). Among the control variables, only acquirers’
contemporaneous operating profit margin is found to exhibit positive associative link
with transaction-related CARs. The types of targets (private vs public), deal attitude,
deal size and ownership share being acquired are documented to exhibit no relation-
ship with acquirers’ CARs. Transactions involving targets from high-technology
industries, which have been conventionally perceived as more attractive in terms of
potential synergies and knowledge spillovers, do not generate superior CARs. Overall,
we demonstrate that markets do not put a statistically significant premium in the
form of positive CAR on the acquirers’ initial acquisition experience.

We further investigate whether market reactions measured by CARs are heterogen-
ous depending on the geographical scope of acquisitions. In Table 4, we summarise
the relevant econometric findings. Neither the first domestic, nor the first foreign
acquisitions of Chinese public companies are evidenced to elicit CARs different from
the sample means. The respective regression coefficients remain persistently insignifi-
cant across all event windows. Serial acquisitions (transactions completed by firms
having more than two prior acquisitions on record) are also found to generate CARs
insignificantly different from those of the entire sample under analysis. These findings
are corroborated with univariate statistical tests comparing CARs surrounding the
first and subsequent acquisitions undertaken by the studied companies. The
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respective results are reported in Table 5. We run two-sample t-tests and two-sample
Wilcoxon rank-sum (Mann–Whitney) tests comparing subsample CARs. We find no
statistically significant difference in mean or median CARs for the subsample of first
acquisitions as compared to subsequent deals completed by a given acquirer.
Statistically significant difference is documented in seven-day CARs with first acquisi-
tions generating somewhat lower CARs than subsequent ones; however, this result is
not persistent across the remaining event windows. The distributions of CARs for
first and subsequent acquisitions (presented in Figure 1) are found to have similar
characteristics with means being non-different from zero, which points to a lack of
market premia attributable to inorganic growth.

The analysis of the impact of acquirers’ prior experience on transaction-driven
CARs is summarised in Table 6. The number of transactions completed by a given
acquirer prior to the analysed deal is shown to have a weak negative associative link
with short-term one-day and three-day CARs: an additional prior transaction is asso-
ciated with a reduction of short-term CARs by ca. 0.3%. Whether the acquirers’ prior
experience is cross-border or domestic is found to have no repercussions for short-
term shareholder response to deal completion. Overall, we demonstrate that acquirers’
prior acquisition experience plays no role in intermediating the market’s response to

Table 3. Baseline regression models: market reaction to firms’ first acquisitions (regardless of
whether the first acquisition is foreign or domestic).

Explained variable
CAR 1d CAR 3d CAR 7d CAR 30d
(1) (2) (3) (4)

Deal size 0.001 0.001 –0.000 –0.001
(1.157) (0.719) (–0.163) (–0.658)

Share acquired –0.000 –0.000 –0.000 0.000
(–0.520) (–0.309) (–0.370) (0.032)

Friendly –0.002 0.002 –0.002 –0.017
(–0.380) (0.334) (–0.313) (–1.044)

Technology –0.000 0.000 0.001 0.011
(–0.012) (0.128) (0.195) (1.142)

Target GOE –0.059� –0.039 –0.095� –0.166
(–2.228) (–1.130) (–2.131) (–1.940)

Target private –0.004� –0.004 –0.003 –0.002
(–2.103) (–1.612) (–0.916) (–0.323)

Target JV 0.001 0.005 0.004 0.029
(0.193) (0.961) (0.564) (1.838)

R&D takeover 0.004 –0.010 –0.015 –0.054
(0.496) (–0.843) (–1.009) (–1.744)

Acquirer age –0.000� –0.001�� –0.001�� –0.001�
(–2.129) (–2.738) (–3.270) (–2.007)

Majority acquisition 0.008� 0.009 0.009 –0.004
(2.479) (1.947) (1.555) (–0.295)

First acquisition –0.002 –0.001 0.005 0.001
(–0.847) (–0.585) (1.551) (0.078)

Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
F 1.671��� 1.452��� 1.502��� 2.043���
r2 0.067 0.059 0.061 0.105
N 2650 2647 2642 1952

The table presents cross-sectional regression results with industry and year dummies (not reported). t-values are
reported beneath each respective regression coefficient. Heteroscedasticity-robust standard errors are not reported.
Statistical significance at 1%, 5% and 10% levels are indicated with ���, � and �, respectively. Coefficients for con-
trol variables and intercept are not reported for the sake of brevity.
Source: own elaboration.
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acquisition completion. The learning hypothesis stating that acquirers may get better
at selecting acquisition targets as they gain more experience finds no support in our
empirical findings.

Table 4. Market reaction upon completion of the firms’ first and subsequent foreign/domestic
acquisitions.

Explained variable
CAR 1d CAR 3d CAR 7d CAR 30d
(1) (2) (3) (4)

Deal size 0.001 0.001 –0.000 –0.001
(1.164) (0.743) (–0.151) (–0.641)

Share acquired –0.000 –0.000 –0.000 0.000
(–0.513) (–0.288) (–0.359) (0.087)

Friendly –0.002 0.002 –0.002 –0.018
(–0.392) (0.308) (–0.328) (–1.103)

Technology –0.000 0.000 0.001 0.010
(–0.030) (0.102) (0.176) (1.111)

Target GOE –0.060� –0.039 –0.095� –0.167
(–2.231) (–1.132) (–2.133) (–1.949)

Target private –0.004� –0.004 –0.003 –0.002
(–2.112) (–1.633) (–0.928) (–0.329)

Target JV 0.001 0.005 0.004 0.029
(0.181) (0.954) (0.556) (1.842)

R&D takeover 0.004 –0.010 –0.015 –0.056
(0.487) (–0.854) (–1.016) (–1.800)

Acquirer age –0.000� –0.001�� –0.001�� –0.001�
(–2.120) (–2.734) (–3.262) (–2.056)

Majority acquisition 0.008� 0.008 0.009 –0.004
(2.465) (1.914) (1.538) (–0.331)

Serial acquisition –0.001 –0.001 –0.001 –0.004
(–0.229) (–0.157) (–0.166) (–0.348)

First domestic acquisition –0.002 –0.001 0.005 0.002
(–0.748) (–0.394) (1.328) (0.192)

First foreign acquisition –0.006 –0.012 –0.003 –0.065�
(–0.742) (–1.240) (–0.230) (–2.108)

Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
F 1.643��� 1.437��� 1.478��� 2.052���
r2 0.067 0.059 0.061 0.107

The table presents cross-sectional regression results with industry and year dummies (not reported). t-values are
reported beneath each respective regression coefficient. Heteroscedasticity-robust standard errors are not reported.
Statistical significance at 1%, 5% and 10% levels are indicated with ���, � and �, respectively. Coefficients for con-
trol variables and intercept are not reported for the sake of brevity.
Source: own elaboration.

Table 5. Univariate tests for the difference in distributions of CARs [–1;t] for subsamples of first
and subsequent acquisitions for a given acquirer.
Two-sample t-test

Mean 1 Mean 2 t-value p-value

CAR 1d .003 .003 –.1 .933
CAR 3d .004 .004 .1 .924
CAR 7d .002 .007 –2.2 .028��
CAR 30d .003 .01 –1.2 .239

Two-sample Wilcoxon rank-sum (Mann–Whitney) test

First acquisition Subsequent acquisitions Adjusted variance z-value p-value

CAR 1d 1724 1389 6.214eþ 08 .112 .9106
CAR 3d 1722 1389 6.196eþ 08 .361 .7185
CAR 7d 1720 1384 6.159eþ 08 –2.246 .0247��
CAR 30d 1278 1009 2.459eþ 08 –.778 .4368

Note: Statistical significance at 5% level is indicated with ��.
Source: own elaboration.
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Despite a discovered weak negative link between the number of acquirers’ prior
completed transactions and transaction-related CARs, we find no statistically signifi-
cant differences between mean CARs accompanying first, second, third, fourth and
fifth consecutive transactions for any given serial acquirer. The results of two-sample
t-tests are reported in Table 7: pairwise mean CARs are found to be equal across all
transaction subsamples. The graphical representation of subsample means and
medians is shown in Figure 2. We fail to identify any diminishing returns accruing to
acquirers’ shareholders along with subsequent acquisitions. Whenever corroborating
the presence of such effect, prior empirical studies attributed it to the gradual exhaus-
tion of acquisition opportunities available to serial acquirers causing them to buy less
attractive targets. Our findings suggest that investors remain indifferent with regards
to both initial acquisitions as well as subsequent transactions without discriminating
between them in terms of short-term returns.

Our econometric analysis reveals lack of difference in CARs generated around
both the first domestic and the first cross-border acquisitions. Whether acquirers ini-
tiate their inorganic expansion with a domestic or an internationally domiciled target,
the CARs around the transaction remain non-different from the mean for the entire
analysed sample. The relevant econometric results are reported in Table 8. Univariate
tests relying on kernel density estimation plots (Figure 3) confirm these findings.
CAR distributions for first domestic and first cross-border acquisitions are similar
with mean CARs being non-different from zero. Investors appear to assign no

Figure 1. Frequency distributions of cumulative abnormal returns contingent on whether acquisi-
tion is the first on record for a given company.
The charts represent frequency distributions of CAR td estimated on the even window of [–1;t] days where t varies
from 1 to 30 days. Univariate t-test and Wilcoxon rank-sum (Mann–Whitney) test results for respective CARs are
reported in Table 5.
Source: own elaboration.
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abnormal value to the events related to acquirers’ expansion both on the international
and domestic markets. These results are at odds with some novel empirical findings
for mature markets (e.g., Dandapani et al., 2020), which document a premium invest-
ors attach to acquirers’ efforts to enter global markets through cross-border
acquisitions.

The pace at which acquirers undertake subsequent acquisitions is found to play no
role in shaping short-term shareholder returns (Table 8). The time elapsed neither
since the first transaction nor since prior acquisitions (in case of serial acquirers) is
found to be associated with superior/inferior CARs. Even though serial acquirers
undertake subsequent transactions in relatively short intervals (2.22 years on average
with substantial intra-sample heterogeneity), faster expansion seems to have no
impact on investors’ short-term response.

Acquirer–acquiree industry relatedness has been reported to have an impact on
short-term acquirers’ shareholder returns (Megginson et al., 2004). Resource comple-
mentarity, lower information asymmetry and the perceived relative ease of post-
acquisition integration could all improve the transactions’ perception by investors.
We test whether acquisitions involving acquirers and targets from the same industry

Table 6. Market reaction following deal completion contingent upon acquirers’ prior acquisi-
tion experience.

Explained variable
CAR 1d CAR 3d CAR 7d CAR 30d
(1) (2) (3) (4)

Deal size 0.001 0.001 –0.000 –0.001
(1.116) (0.683) (–0.192) (–0.659)

Share acquired –0.000 –0.000 –0.000 0.000
(–0.608) (–0.383) (–0.430) (0.022)

Friendly –0.002 0.002 –0.002 –0.017
(–0.347) (0.362) (–0.296) (–1.042)

Technology –0.000 0.000 0.001 0.011
(–0.062) (0.083) (0.166) (1.157)

Target GOE –0.060� –0.040 –0.096� –0.168�
(–2.259) (–1.154) (–2.154) (–1.968)

Target private –0.004� –0.004 –0.003 –0.002
(–2.077) (–1.593) (–0.880) (–0.282)

Target JV 0.000 0.005 0.003 0.027
(0.042) (0.835) (0.454) (1.748)

R&D takeover 0.004 –0.010 –0.016 –0.055
(0.464) (–0.871) (–1.027) (–1.776)

Acquirer age –0.000� –0.001�� –0.001�� –0.001�
(–1.993) (–2.621) (–3.179) (–1.981)

Majority acquisition 0.009� 0.009� 0.009 –0.003
(2.562) (2.016) (1.619) (–0.276)

Number of prior Trx –0.003� –0.003� –0.003 –0.004
(–2.522) (–2.102) (–1.746) (–0.910)

Prior acquisition domestic 0.006� 0.006 0.001 0.007
(2.392) (1.898) (0.159) (0.721)

Prior acquisition foreign 0.002 0.003 –0.008 –0.032
(0.351) (0.338) (–0.699) (–1.192)

Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
F 1.704��� 1.468��� 1.509��� 2.035���
r2 0.069 0.060 0.062 0.107

The table presents cross-sectional regression results with industry and year dummies (not reported). t-values are
reported beneath each respective regression coefficient. Heteroscedasticity-robust standard errors are not reported.
Statistical significance at 1%, 5% and 10% levels are indicated with ���, � and �, respectively. Coefficients for con-
trol variables and intercept are not reported for the sake of brevity.
Source: own elaboration.
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– labelled horizontal – perform better in terms of short-term CARs than vertical/con-
glomerate acquisitions spanning different industries. The results of our quantitative
analysis are reported in Table 9. To start with, we find that horizontal acquisitions
generate significantly lower in 7-day and 30-day CARs. However, no differences in
one-day and three-day CARs have been found. The geographical span of the transac-
tion (whether target is domestic or foreign; see Figure 4 for a detailed geographical
distribution of targets) is evidenced to exercise no impact on short-term CARs.
Lower 30-day CARs are documented to accompany initial foreign horizontal acquisi-
tions, but we refrain from generalising this result.

The negative link between the number of prior acquisitions and short-term returns
is found to be somewhat more pronounced in case of horizontal acquisitions (see
Figure 5 for graphical depiction of marginal effects of consecutive acquisitions on
CARs). While this finding may speak in favour of hypothesis postulating diminishing
returns from acquisitions stemming from gradual reduction of the number of attract-
ive acquisition targets, we perceive our evidence as inconclusive on this matter.

Panel B in Table 9 corroborates our prior findings regarding the lack of interme-
diating role of acquirers’ prior acquisition experience in shaping short-term share-
holder returns. Types of targets, industry relatedness, ownership structure and deal
size are found to remain insignificant in explaining transaction-related CARs.

5. Conclusions

Similar to the majority of prior empirical studies, the present inquiry suggests that
acquisitions fail to deliver persistent statistically significant positive CARs. Despite a

Table 7. Univariate tests for the difference in mean CARs [–1;t] for subsamples of fist/second/
third/fourth/fifth acquisitions for a given acquirer.
Pairwise comparisons of means

CAR 1d Contrast t p> t CAR 3d Contrast t p> t

Acquisition number in a sequence
2_vs_1 .0007738 0.38 0.995 2_vs_1 .0002175 0.08 1.000
3_vs_1 .0035479 1.27 0.710 3_vs_1 .0042451 1.17 0.767
4_vs_1 .000938 0.25 0.999 4_vs_1 .0057991 1.19 0.758
5_vs_1 –.0011309 –0.22 1.000 5_vs_1 .0015491 0.23 0.999
3_vs_2 .002774 0.90 0.896 3_vs_2 .0040275 1.01 0.851
4_vs_2 .0001642 0.04 1.000 4_vs_2 .0055816 1.08 0.816
5_vs_2 –.0019047 –0.35 0.997 5_vs_2 .0013316 0.19 1.000
4_vs_3 –.0026098 –0.59 0.977 4_vs_3 .0015541 0.27 0.999
5_vs_3 –.0046787 –0.82 0.924 5_vs_3 –.0026959 –0.36 0.996
5_vs_4 –.0020689 –0.33 0.997 5_vs_4 –.00425 –0.53 0.985

CAR 7d Contrast t p> t CAR 30d Contrast t p> t

2_vs_1 –.0060634 –1.80 0.373 2_vs_1 –.0028637 –0.38 0.996
3_vs_1 .0005326 0.11 1.000 3_vs_1 –.0037189 –0.37 0.996
4_vs_1 –.0011176 –0.18 1.000 4_vs_1 –.0072212 –0.53 0.985
5_vs_1 –.012462 –1.44 0.602 5_vs_1 –.0358499 –1.80 0.371
3_vs_2 .0065959 1.29 0.697 3_vs_2 –.0008552 –0.08 1.000
4_vs_2 .0049457 0.75 0.946 4_vs_2 –.0043575 –0.30 0.998
5_vs_2 –.0063986 –0.72 0.953 5_vs_2 –.0329862 –1.61 0.490
4_vs_3 –.0016502 –0.22 0.999 4_vs_3 –.0035023 –0.22 1.000
5_vs_3 –.0129945 –1.37 0.646 5_vs_3 –.032131 –1.49 0.570
5_vs_4 –.0113444 –1.09 0.810 5_vs_4 –.0286287 –1.22 0.740

Source: own elaboration.
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wide heterogeneity of investors’ reactions to deal completion across the studied sam-
ple of public Chinese acquirers, the overall performance of completed deals during
the period of 1994–2020 in terms of short-term CARs is non-different from zero.
Neither the geographical scope of acquisitions, i.e., whether the target is domiciled in
China or overseas, nor the acquirer–acquiree industry relatedness, nor acquirers’ prior
experience have been shown to alter this pattern.

Unlike on mature markets (Dandapani et al., 2020), investors on the Chinese mar-
ket appear to attach no premium to the public companies’ inorganic expansion strat-
egies with neither initial nor follow-up deals resulting in superior shareholder returns.

We find no short-term underperformance of same-industry acquisitions in terms
of CARs compared to vertical and conglomerate acquisitions. Industry relatedness is
found to play no role in intermediating the relationships between acquirers’ experi-
ence, geographical diversification and short-term returns.

Figure 2. Mean (subplot A) and median (subplot B) CARs for the first/second/third/fourth/fifth
acquisitions for a given acquirer.
The charts represent mean (subplot A) and median (subplot B) CARs td estimated on the even window of [–1;t] days
where t varies from 1 to 30 days. Univariate tests for differences in mean and median CARs are reported in Table 7.
Source: own elaboration.
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We document indistinguishable short-term CARs surrounding both the first and
subsequent acquisitions undertaken by serial acquirers. In contrast, serial acquirers
overall (public companies undertaking three or more acquisitions regardless of the

Figure 3. Kernel density estimation plots of cumulative abnormal acquirer returns following the
first foreign and first domestic acquisition.
The charts represent kernel density estimate plots of CAR td bootstrapped on the even window of [–1;t] days where t
varies from 1 to 30 days.
Source: own elaboration.

Table 8. Market reaction following firms’ first foreign/domestic acquisitions.

Explained variable
CAR 1d CAR 3d CAR 7d CAR 30d
(1) (2) (3) (4)

Started with foreign acquisition 0.005 –0.002 –0.014 –0.001
(0.467) (–0.166) (–0.728) (–0.011)

Started with domestic acquisition 0.005 0.010 0.017 0.014
(0.688) (1.178) (1.514) (0.560)

Time since first acquisition 0.001 0.000 0.001 –0.002
(1.099) (0.238) (0.496) (–0.509)

Time since previous acquisition –0.002 –0.001 –0.002 0.003
(–1.746) (–0.807) (–0.924) (0.697)

Serial acquisition�Time since first acquisition –0.001 –0.001 –0.001 0.000
(–1.244) (–0.525) (–0.660) (0.002)

Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
F 1.372��� 1.191��� 1.153��� 1.658���
r2 0.122 0.108 0.105 0.185
N 1144 1143 1140 832

t-values are reported beneath each respective regression coefficient. Heteroscedasticity-robust standard errors are
not reported. Statistical significance at 1%, 5% and 10% levels are indicated with ���, � and �, respectively. For the
sake of brevity, the regression coefficients for control variables and intercept are not reported.
Source: own elaboration.
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frequency of deal completion) are found to earn relatively lower CARs especially in
case of horizontal acquisitions.

Acquirers’ experience with prior acquisitions is found to have no explanatory power
in the study of short-term CARs. Shareholder returns are documented to vary inde-
pendently from the frequency of completed transactions, length of intervals between
transactions, the industry and geographical scope of serial transactions.

While our results agree with prior empirical studies by showing a lack of persistent
short-term abnormal returns attributable to the completion of acquisitions (Ma &

Table 9. Market reaction to horizontal and conglomerate acquisitions depending on acquirers’
prior acquisition experience.

Explained variable
CAR 1d CAR 3d CAR 7d CAR 30d
(1) (2) (3) (4)

Panel A
Horizontal –0.073 –0.075 –0.233�� –0.304�

(–1.529) (–1.206) (–2.932) (–1.969)
Conglomerate�Technology 0.001 0.002 0.002 0.013

(0.396) (0.586) (0.532) (1.324)
Horizontal�Technology –0.006 –0.008 –0.006 0.001

(1.041) (1.106) (0.669) (–0.067)
Conglomerate�Target GOE –0.055 –0.030 –0.023 –0.162

(–1.676) (–0.703) (–0.425) (–1.532)
Horizontal�Target GOE –0.068 –0.057 –0.234�� –0.163

(1.482) (0.957) (3.078) (1.116)
Conglomerate�Target private –0.005� –0.005 –0.003 –0.001

(–2.230) (–1.648) (–0.736) (–0.119)
Horizontal�First foreign acquisition –0.002 –0.018 –0.012 –0.148���

(0.180) (1.317) (0.716) (3.737)
Horizontal�First domestic acquisition –0.009� –0.007 0.001 –0.018

(2.124) (1.234) (–0.189) (1.078)
Horizontal�Number of prior Trx –0.007�� –0.008� –0.009� –0.010

(–3.025) (–2.533) (–2.228) (–1.123)
Conglomerate�Serial acquisition 0.009 0.008 0.006 0.015

(1.814) (1.231) (0.698) (0.807)
Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
F 1.701��� 1.430��� 1.483��� 2.007���
r2 0.075 0.064 0.066 0.113
Panel B
Experience�Target public 0.006 0.013 0.023 –0.027

(0.464) (0.790) (1.143) (–0.578)
Experience�Target GOE 0.004 0.008 0.104 –0.005

(–0.066) (–0.110) (–1.134) (0.028)
Experience�Technology –0.004 –0.003 0.002 –0.044��

(0.961) (0.505) (–0.315) (2.674)
Experience�Horizontal –0.002 –0.002 –0.004 –0.002

(0.807) (0.717) (0.931) (0.200)
Experience�Conglomerate 0.002 0.002 0.002 0.000

(0.835) (0.582) (0.428) (0.036)
Experience�Deal size 0.002 0.001 0.002 0.005

(1.653) (1.044) (1.023) (1.325)
Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
F 1.618��� 1.393��� 1.477��� 2.005���
r2 0.069 0.060 0.064 0.110
N 2650 2647 2642 1952

t-values are reported beneath each respective regression coefficient. Heteroscedasticity-robust standard errors are
not reported. Statistical significance at 1%, 5% and 10% levels are indicated with ���, � and �, respectively. For the
sake of brevity, the regression coefficients for control variables and intercept are not reported.
Source: own elaboration.
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Pagan, 2009), the question of why investors’ reaction remains indifferent with regards
to firms’ inorganic expansion is left to be answered. Several possible explanations
emerge. One posits that information leakage, which was found to permeate emerging
stock markets, may cause investors to discount deal-related information in asset

Figure 5. Marginal effect of acquirers’ prior acquisition experience on post-acquisition (CAR 3d)
cumulative abnormal returns with 95% confidence interval.
The chart represents marginal effect of acquirers’ prior acquisition experience (measured as a number of acquisition
completed prior to the analysed transaction by the same acquirer). Marginal effects are derived from partial cross-sec-
tional regression coefficients reported in Table 6.
Source: own elaboration.

Figure 4. Geographical distribution of cross-border acquisitions completed by listed Chinese
acquirers during 1996–2020.
Source: own elaboration.
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prices before transaction finalisation. The second possibility is that investors approach
acquisitions as a long-term endeavor with uncertain outcomes therefore attacking no
short-term premium to deal finalisation. Finally, a lack of significant positive CARs
could simply be an idiosyncratic feature of the Chinese public capital market. With
certain controls in place limiting the inflow of capital, the Chinese market has never-
theless behaved in a rollercoaster manner over the past two decades experiencing
both subperiods of remarkable growth and rapid declines. Intermittent roaring
growth of asset prices has frequently been followed by drastic corrections, which may
be partially responsible for the short-term shareholder effects described in the pre-
sent study.

Follow-up studies should focus on the reasons standing behind the observable lack
of significant market reaction to the M&A deals completed by Chinese companies.
The possible explanations meriting in-depth empirical investigation include capital
market frictions, information asymmetry between firms’ executives and shareholders,
insufficient market liquidity and excessive volatility on public capital markets.
Investors’ reactions may also be contingent upon the declared goals of M&A deals;
therefore, further studies may elucidate the nexus between the expected transaction
outcomes and stock price response.
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