JFRE 5 Rl ] Tl

— TR SRR

BEE &







LM XEN FIiE
TR M
paigit: NI
BRGHE: RIEH

H M5 R B A R
—RTREBRARA B
BER F
ZWHRFRBRE AR, KIT FedELH
fhaik: AETBEXEREE 28 5 WEig: 100036
BEERIE, 88191217 KFT¥HIE: 88191540
Pk : www. esp. com. cn
B, FHR{E: esp@ esp. com. cn
TS ENRIT ERRI
ERIEITTRIT
787 x1092 16 FF 13.25 EI3k 250000 ¥
2007 10 A%AE 2007 6 10 A% KENF
ISBN 978 — 7 ~ 5058 — 6617 — 1/F - 5878 5E#t: 22.00 &
(BHHANEDE, FHAFHR)
(BBWERE BOLx)



Bt b KF 985 TS “RBEAASL FZhar”
RIHMFEREZFAMARAB KB,

ARZRBAERARMFRSE (70572054) t9H-B R R A=
FLRXFENFFE LA LMA S (SYLFF H 4 3% 4] %
REA) HRERR,



¥

HFUEANRAZEY —HFRERMRB SN LT AR EL
WAE P RA. 1993 ~2003 £ 10 £15, R RNSEH W £
NEKRE, BRNFAUB RN LB, HEEEAHAVWEFTEIEHRTY
FEREERRMEENEA,

FURRT —SBATHKERE, TATEEARERUZK
Wi, EHERAENABHRAL T RERK, —EFUEERK
RHRA, —SFUWEERBHREBRE, W5 — WU T EMNE
BN AW AR, ERARTHUTINES. BER
g 1% (Jensen 2 Ruback, 1983) WHRER KXW BEARLAE TNA
FAPREBEERBUR, AMNMEBRALWET LA EHFL
d, FENRLIFELELYT, AXERLAARTAFRERT KR,

S, BRANAPEIEZTH LANAMATARELN, FEH
EFANAAENAEFPRABEERE, XIRBTRNAFEEHA
AHTTMNARE XA, NN ERRERT 5 EH 05 4T
RBERA LB RE, fTEwE, EFENERERZ EHEY
HWEIWBEELINZE, BRNERTWE: BIFMNEHQE, KE
W LR 16% Hy % k.

AFABRAR G RABREAUTHERAT -—ENERE, HH
BT RAER, AA—EWEANE. FFaRWUENFEARHA
RERFHRATTINGE, BIETHSERRYE; BXARAEIEERFTEY
B, FRRFHBHXLEREEIZALK, B, xFR—XK
RGBSR A LR RS EEWER

AEHBEETEAUTAANAFE:

L AXGRAWRAXARAY, RETEUREXZREAFEHE
RERABX D, AXRGRABAHATTHRE, BE-N2FH WL
MHEZR o

2. PR G AR E AN R R R M R R E M X SE I B e

1



0 55 3B i T U

ETENDH. FHRER T HAYWBH TR %, FRs e
MERERT —LEAZFIRRBNER, TREXZRAEEN L
B LA AT, WX BAR AT R R R

3. UAXHWHEREERRANWLETERIET F P HER, &
FWEEFTZFERARE, BLEHFAX 20T KL, TN
REABBHARY, BXFAL, SEAASRIZAZATHMN, &
BURRFEIN, REABRFTAARENHRTRR, REH+ L
FEREER, ERPHREITNRETREATESE, REZEE,

AEWEBRLR L EEANTEERTH LN EHFAEAA -
RAR, HTABLB AR EEWMANFYAEFN LA EHEER
BHFOEE T &, HEFTRARKEEM ZAREEF 0 B

FER
2007 4F 8



(]

gy

B 1993 £ 9 A “EXEHR” FEHUUK, W HEHBEFT, 2003 £
BEAKES62E, MEAELAHNRNZ — 2| H 2003 F4£ 3T 533
B, HTHUFHERLATAWEER - NXEBHY, WEUENRH
ARRRASIFERATARRRETRENE R, BAFRAREHR
MARNERKET ERAE L, MAEFRATWTMART LR,

MHEFANAWHAREENFRIREYNEN, X—FET 8
ZBE Ky BEFHxAE N K (Jensen #o Ruback, 1983) W KL R KA K
FHEFAETRABRBE RS, TRYAE T, Ut BEAFAE
MXERERTREHAANXERE,;, F—FHROLEAN BT
BYPAERAANSEBER - IMEENKRY, EFRAFARETELARE
ENMERAMEEL RN —NKBEE,

BAVAA, HMEBAN ZHEAKEEH AT LT ARE
BARLE, BAEARXATRHAMHES . EATRBNAE
k&, PERIRGERAAMKRY RKERBIHNBERKENLELE K
EHATHETERAANAEE, WREAEHFATIREHFAF
WER, HEAQANEERERNRFEHNER, —KEHFKALAF—%F
SHBEREINEHANE, MEHATLLAEHE N A A E WA
RTAREEHAMWEFRLNE, RE-BRLEERLEAETHNEHY
EREREERA, EXHFFRUEREHFNE SWEATHBEES
T—M “RCHA” WEHR, B, AFEAFUE R F8THN M
FREEEFTHEANA M EAFHFA,

MHEF (HE) 2EAWFTRNEXTHYWEY, Ha, T#HH
AXATHMNENTE? KIRAERANFURENT I AR Z &
XK, BREVALRHARTHRGZHIANEBR; 2HREES, 2%
MERMES, WHEHEREEL, REEL. THEHES, #H
BEREELAANSCLEHERNENFTEHTTHEIT, F AU MWT
AVHHE; TEAREEL, T THERAFMEBALRER K

1



FH 53 5 o T o

RN e B ol o Aol 7 - R o= ol e S SNV B
R K ER o RAER

B2, dLWHMRNEALAT TARGEAD?

AERE B EAAR T BRANBSHETT RN, AH
RERATXAAN U G RATMRER Z KA, #ifr (1937) #
R A Rt R T R S A A e b 4R AR R X K e
RELHLVEFNT IR G RA LSV AREARRE, WELL KN
TRZEEH; R, MHTHRERZEES, KRBFK (1985)
BRABRARGRAZRBET AWK £, #HE (AHEEH M}
W) BRBEVAEHERT IR G RA BRE, HEXGRAMEH
REBERARFTET IR G RA N LN LK L, TAS THARE
ENRTREG G RANMAE N AR THILE & B4R KR
FHRPTRE “XGEA"; REMEANS, AL VAR T IR
WO“Bam” TUERAR TN S RERR, X — “H@” A
Rk AR ham (hhEREERARE) FHARRRGEHR,
REXGRATUHNELTUAN R, BERRZERAGRYERHRA
ZRAERAAAFTHNHARLTSEN; REXFRAFERR S
BRAZFH A MNEAFNASVALRLAEN, A, £EEL W
HYRFHHE, ELXRNNEERRIGRAGRERG R A2 F,
LEMXGRATMRBRUEXGRAHALEN, SYHMETUFLE
BWREBRAXTUFHRERF AR, S RBERZ KA S E
HTEURZEAR, RYMNEZELTETHE, ATXERAN
EHMRENX S, RNIRTUREENFEBBAANX G K ERH
AERF

FZBAENANAH NI K RAT N %R, AELSBEE
BENIMERMB T MANELNER, RESK (1985) 4
HXZRAZKRFERE, THERPRZRENEH. HED
FPRAERSAR TR HF LM, oo (1995) UFEL6RAER
REBLVWIHFMTHR, FBEBEFIHELLZENEHERT
Fedt. FFEFEAMEFERAERNMTRNBA, KB4 T
R#MAT R, BAEABAGTMTEHT N, BNEFANER
R: EXFLAETERAERAT, 4R Tox, EdLEL L
EHTHELRZTHSLEH LBESVEATEAREN % L4

2



rff3

Hil

AFHBRE; EXFIHEERANFERAT, ¥AEERERE
%4 MR B — 07 X4 B — 7 B3R

HRKEE (1983) WAL, L ETHHNBRXATUERE
FRETHEAFEZTHEANBRX R, WREF BT TN &
BERTHMPEFENY, ERTHIAEFREFSBANF T
Gk FPEAFERWE ST EEXFTRAHERFREZ S,
TUBR R TN HERSHHEEER G RA, XM RAX
RAONRAFRWERX G RARFEFEHEER G RA; TF
HHHW TR ERESHHEREX T AR, IMHEAXR 28 KA
FRWRER SRR EE TGN RER S KA, Bl F T
TURAFEFETINL AR RN ERRET KA A Y
HAEZEEMER T RANRE, THEZEMF MNP HERAK
AXREATHEHERA TR “FHEH" T B W WA E Y
% R AR A8

EHTEAEMZE, RNORER G R AN L EMREZ 2,
BRI ERREG AR KA EEH R H AR T
HAARGWERERREXR LR, THEEAX; FIRATHHAT
R 5wt ARG IR B AR Ko RATKRE T 2003 470 X
ERAE KR AFEEAUMIHERNEEANEHERE P RR;
NERHENBR S, B2, BHREHN. RKED . BAY
Kee . RERAETERFE, AN MSHELAREE, X
ABEFAMEARREEMRER Z RAN X B ERHEFTT E
FRIE, UXEFEFHEEBRILT logistic IR, FH T KU
THWERZR: NAWERTLHABRE, TRHFEFETHHLH LK
HE, WERRXZRAKBA, FUHTRESARL; AFHAK
MR, FWAHRERSRARERK, Y TRERLL; 2
AWAREAWRTUXHERKES, IHFEEFLAARERR
MO TRETHE, FUMHREX S RAFER, FUWHTRE
Bik; AEMEBRAASE, BEREIRE, AETWRERS K
AR, ABHTHRERS,

AFAELEF & L #ATT A H. UAHHUMER XA logistic E
He AN T AEHRERNZEFANEHALER, HOUEH
A=A, —IMHAARTN; & - IMHEXARERTAKR,

3



FF -5 B i T FOw A

E—REFERATHEERBEHERAFREFTURRN TR,

FlEf, KEERHT - HERFTERBIERBHIAYE, B
BHTEAIEANTURERE LB RE, REFER I T

LS5t (&) R&m, FexEZOIY (X&) A8

2. —BHM (XE) FH4A-—FENMEKELA, IHEA
T A% A HEAT BN

3. mRFMMERE L AFARL2RENY (RAFE), Wk
WMEBRFEANENRE _RBKEAAAREHBFAINZENSFELR (12 A
31H) Aik; wRBFMERKEZZLAALKERY (K H),
WA %o

LEE-RETRRAAAY (KRE) FHREEN—FF
WHEBRATZH. wRHM (HAE) FHRREEN-FEMS
BEAMZ)E, TURTENER T RH#T:

L SMAREAGH, THERAFANERHTHM, XEFRN
HWWT K AEFE (KRE) WAF;

2. —B3tM () EMEFEEANWT N EFEALLE
B, BN (HAE) FHENKEFLBERIAY (RAEF)
NEMEARAELENER (12 A31 8) Hib; wREEAHY
R &, UWFEFE,

RANTRBREAEGLIRER LG TR LA WA 8T
BARER AR - FTEREFRANTHRE T XRNRY . HW
(RH) WFNERARRTAESENEARBZ L, 4R TNE
WAFRFEEURGRATRURZRABMUY, FLHFWHE
MENTHABUR G RATRUERFRE, XHHLEHTHY
MENRRBEKAA AT, REZAANRETHTULBAY
K3

FRERZN, REABTMEAWANERESE T H U
A, BRAFAF TN 64 RATRE A KA ol 2,
AUR G T AR AT RK BB T RAF 16% W48 % 0k 35

AFNEHAEREFLAANIH ALV FEEE S,
BBt # MBA fu EMBA %7 . 8%, M4, &it. bV EEL b
AEERB LA, TTAEHAVWELAF AN ERETAAEAR
Ao



Tl

Hif

HEECRHERIARMFEL PP LAFENFFEL LR
EAKEY, UAEFRIRFHERNEH L TAARMEELE,
RAATE R H W R AT URF] 2 ko HAFERMBZ T L AFH
RAERBHRAOWE THET, KW MXTARDHTHXF

BT ENTMNEL TRELIRY, AHNAR, #
EMERRECEEFAET BRI, FH T O RAFEH B #F
2o

MEE
2007 4£5 H



Introduction

Since September 1993, when the event “Bao’an Yanzhong” happened, M&A
came out to be more and more popular. There were 562 cases of M&A and 533 cases
of divestiture in 2003. Choosing a target company is a key step in M&A, and most of
the previous studies claimed that target companies could gain abnormal returns.
Therefore, scholars put more attentions on the predictability research of target compa-
nies in M&A, while not enough studies on the predictability research of acquiring
companies.

In domestic, studies on the acquiring companies do not receive much attention.
On the one hand, it is probably due to the research result made by Jensen and Ruback
(1983 ), which concluded that in M&A, only the target companies could get abnormal
returns and the acquiring companies could not. So, more focus had been put on target
companies rather than the acquiring companies. On the other hand, in M&A process,
it is a really important part to choose a target company, whether the chosen one has
potential value for investment is a key point to the successfulness of M&A.

This thesis argues that predicting M&A should concentrate on the acquiring com-
panies but not the target companies, because the acquiring companies are the initia-
tives. In view of a company’s strategy, the company makes the decision of enlarging
by M&A or shrinking by divestiture before choosing a target company in most circum-
stances. If a target company is looking for an acquiring company, the exploring of the
acquiring company will become the core of the M&A. A target company surely tends
to choose a competent acquiring company, while an acquiring company prefers to ac-
quire a company that brings profits and is in a scale that the acquiring company af-
fords. Although some empirical results showed that mergers had not improved the ac-
quiring companies’ performance, it does not lead to conclusion that the acquiring com-
panies conducted a kind of behavior that favors other and hurts themselves. So, this
thesis concentrates on the predictability research of acquiring companies and divesting
companies.

Predicting acquiring companies should base on the motivation of M&A. Well,
what is the motivation of M&A? Transaction cost theory argued that M&A can save

transaction cost and it is a substitute for market. In accordance with efficiency vari-
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ance theory, operational synergistic effect theory, financial synergistic effect theory,
tax shield theory, market power theory and value underestimation theory, it discusses
the motivation of M&A from the various aspects of enterprise, and argues that M&A_ in-
creases the value of acquiring companies. However, regarding agency cost theory, over-
confidence hypothesis and free cash flow hypothesis, it tends to show that M&A could
not create value for the acquiring companies. According to these theories, transaction
cost theory contributes the most to the research of acquiring companies’predictability.

However, is M&A only for saving transaction cost?

First, this thesis analyzes the conception of transaction cost in depth and argues
that it can be divided into explicit transaction cost and implicit transaction cost. Coase
(1937) pointed out that it is market transaction cost and enterprise organizational cost
that determines the enterprise boundary. Once a business activity’s market transaction
cost is higher than that of enterprise organizational cost, the activity would be conduc-
ted within the enterprise rather than in market; otherwise, it would be done in mar-
ket. Williamson (1985) succeeded in explaining the M&A behavior through transac-
tion cost theory, and attributed M&A ( especially vertical M&A) to the decrease of the
market transaction cost. However, those scholars who usually focused on the exact
number of the transaction cost neglected the fact that organizational reform may lead to
the change of transaction cost indirectly. The explicit transaction cost of applying mar-
ket mechanism is the transaction cost which Coase referred to; except the explicit
transaction cost, the benefit from applying the firm mechanism can be regarded as im-
plicit cost of applying market mechanism. The benefit is the difference between the
accruals (such as accruals caused by synergistic effect) and the costs of applying the
firm mechanism. Implicit transaction cost can be positive or negative. If the sum of
explicit transaction cost and implicit transaction cost is positive, it is unreasonable to
apply market mechanism; if the sum of explicit transaction cost and implicit transac-
tion cost is negative, it is not reasonable to apply the firm mechanism. So, when we
make a strategic decision of M&A , we should consider explicit transaction cost togeth-
er with implicit transaction cost. When explicit transaction cost and implicit transac-
tion cost is all positive, M&A can not only save explicit transaction cost but also im-
plicit transaction cost. When the absolute value of negative implicit transaction cost is
higher than explicit transaction cost, firm should carry out divestiture. Based on the
division of explicit transaction cost and implicit transaction cost, we can bring other
motivation theories into the frame of transaction cost analysis.

Second, this thesis applies Yang xiaokai’s infra-marginal analysis method and

combines the results of Hart and Williamson to build up an equilibrium analysis model
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of M&A. Williamson (1985) pointed out that transaction cost is a function of assets
specificity, uncertainty and transaction frequency. In his theory he hadn’t distinguish
the different uncertainties in different markets. Hart (1995) explained enterprises’
M&A behavior with his incomplete contract theory, and emphasized that the consolida-
tion of the two complementary firms are better than not. Asset complement and asset
specificity are different conceptions, there is a clear distinguish in this thesis. Through
infra-marginal analysis, we concluded that if there is complementation but not speci-
ficity between assets, M&A is better than split, but whether an upstream company
merged by a downstream company or a downstream company merged by an upstream
company should depend on the effects of complementation to the specialization. If
there are complementation and specificity between assets, increased specificity will in-
duce that the company threatened by specificity merge the other one.

According to Cheung (1983), the substitution relation between enterprise and
market can be regarded as that of product market contract and constitute market con-
tract. If the product market was divided into final product market and intermediate
product, then the material market can be classified as labor market of final market and
intermediate product. In reference to the implicit and explicit transaction cost, it is
obvious that the uncertainty of the product market has an impact on the explicit trans-
action cost, and it can be elaborated into final product’s explicit transaction cost and
intermediate product explicit transaction cost; and the labor market’s uncertainty also
influences the implicit transaction cost, and it divided into final product’s implicit
transaction cost and intermediate product’s transaction cost. Through infra-marginal a-
nalysis, it shows that the uncertainty of the process product market influences the ex-
plicit transaction cost, but limited by the implicit transaction cost of the process mar-
ket. The impact of uncertainty toward M&A is uncertain unless the different markets
have been distinguished. Different markets’uncertainties influence M&A in comple-
mentary effects. And the effects to M&A by uncertainty of intermediate goods market
are restricted by uncertainty of other markets.

Third, according to the explicit and implicit distinction of transaction cost, this
thesis divided the factors that influence M&A or divestiture decision into two groups.
One group, about the explicit transaction cost of applying market mechanism, is con-
cerned with asset specificity and uncertainty; the other, dealt with implicit transaction
cost of applying market mechanism, is related to the characteristics of the acquiring
company before merger. This thesis has collected 70 public company’s information.
Asset specificity and uncertainty can be derived from surveys; and a firm’s characteris-

tics can be derived from its profitability, operating capability, solvency, growing abili-
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ty, equity-expanding capability and agency cost, with related financial indexes. Taken
factor analysis method, this thesis tends to find out the influential factors of explicit
and implicit costs, and based on these factors, a logistic regression model has been
built, finally the results go as the following; the stronger specificity of the asset, the
higher uncertainty of the process product, therefore, the more explicit transaction cost
and the higher possibility of M&A ; the stronger growing ability of the firm, the more
implicit cost of the acquiring and also the higher possibility of M&A ; if a firm’s profit-
ability can stand its growing as well, the balance will decline the probability of the
company to obtain synergistic effect, the implicit transaction cost will be low, and the
possibility of M&A will be low; if the operating capability is weak or the solvency is
weak, then the implicit transaction cost is low, and the probability of divestiture will
be high.

This thesis has an innovation on the empirical method. The previous prediction
model used logistic regression, and tested the accuracy by comparing with the original
data. In this thesis, the samples have been separated into two parts; one part is for
prediction, the other for testing the prediction accuracy. This method improves the
previous prediction model of testing by comparing to the original samples.

Meanwhile, T also design an investment approach to test the practicability of the
model, which tests the investment abnormal returns. The investment plan is as follow-
ing . -

a) Once a M&A (or divestiture) happened, keep a close eye on the acquiring
company ;

b) Predict by using prediction model as soon as the seasonal financial data be-
fore M&A (or divestiture) be publicized;

c¢) If the prediction does predict that M&A (or divestiture) would happen, we
should invest the very next day after financial data goes public and hold to the end of
the year (December 31) ; if the prediction predicts that M&A (or divestiture) would
not happen, then we don’t invest.

The above investment plan is for the M&A (or divestiture) that happened before
the announcement of the previous financial information. If M&A (or divestiture) hap-
pened after the seasonal financial data publicized, you can invest as the following
plan;.

a) Use the prediction model as soon as the financial data comes out, pay atten-
tion to the companies that may lead to M&A (or divestiture) ;

b) If M&A (or divestiture) really happened after the announcement of the fi-

nancial data, invest as soon as the announcement of M&A (or divestiture) and hold
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the shares of the company to the end of the year; otherwise, no investment at all.

The two plans both suggest an investment under the condition that the prediction
meets the real fact. The expectation of earning profit from these plans come from the
judgment ; the predication model of M&A (or divestiture) is based on the rational the-
ory, and the predicted companies are consistent with the explicit and implicit transac-
tion cost, namely M&A (or divestiture) aims to save the explicit and implicit transac-
tion cost, and this kind of M&A (or divestiture) will be consented by the investors,
the investment on the shares of the companies will gain abnormal returns.

The research shows that, although divestiture prediction model’s accuracy is a lit-
tle higher than that of M&A model, the results investment applied by M&A model turn
out to be the only one to earn abnormal return in investment By using M&A prediction

model there will be abnormal return up to 16%.
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