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- The Value of Mergers and Acquisitions
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- The Value of Mergers and Acquisitions
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- The Value of Mergers and Acquisitions
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- The Value of Mergers and Acquisitions
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Product SBC2| AT&T 2l

extension Verizon2| MCI 2l

merger
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Market SABMiller2| Bavaria Brewery Company in Columbia, South America 2%
extension
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Technical Zle™d ZM = olAHEY, MAH A9, 2™ e, 23 2l HA PR E S5l o|FH A

economies Scale economies that occur when the physical processes inside a firm are altered so
that the same amounts of input produce a higher quantity of outputs. Sources of
technical economies include marketing, production, experience, scheduling, banking,
and compensation

MEH AH AlZFX|bljed SHALS S5t 7 2oz SME = AR

Pecuniary Economies achieved by the ability of firms to dictate prices by exerting market power

economies

Ct2tst 2 A e M aHESH 7| Mop ol =2 Hojel 2AEs e SMo AR SR = AR

Diversification ClZtst dME TEZ2|2 2|2} 28 el (gd Z4a)E Ssi o E

economies

Economies achieved by improving a firm’s performance relative to its risk attributes or
lowering its risk attributes relative to its performance. Sources of diversification
economies include portfolio management and risk reduction
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- The Value of Mergers and Acquisitions

B I|US 7o) A4 L B - E 12 £ I|F
- Michael Jenseni} Richard Ruback0]| o|st £ =

MAEE2 RS HIE HA 1. 722 ZAANE &3l (Through economies of scale)

To reduce production or 2. & &2 &3l (Through vertical integration)

distribution costs 3. O &8X<l MM =2 =37 J|&2 S5l (Through the adoption of more

efficient production or organization technology)

4. 2l==7|d" AL g 58 S7I= S5l (Through the increased utilization
of the bidder’s management team)

5. =& EM A2 Soh 2]l v Z4AE &3l (Through a reduction of
agency costs by bringing organization—specific assets under common
ownership)

MEAHQl S7| 1. WM Az 205 &9 &83517| 25l (To gain access to
underutilized tax shields)

2. IAHH|EE 1]517] 25l (To avoid bankruptcy costs)

3. &lelx| 7|5 & B7IA17|7] fl8ll (To increase leverage opportunities)
4

5

Financial motivations:

CIE HolN AU 5215 7| 93l (To gain other tax advantages)
AlZEH X|ufq 2 7] 25l (To gain market power in product markets)
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- The Value of Mergers and Acquisitions
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- What Does Research Say About Returns to Mergers and Acquisitions?
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Strategy in Depth Evaluating the Performance Effects of Acquisitions

c Q4 QB MY 2N - AU AT £Y (1/3)
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a;, &=, ZAH2Z FAYAY 552 E(rate of return on risk-free equities) 2t 2
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Strategy in Depth Evaluating the Performance Effects of Acquisitions
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FHO| 7|Tf g1t ALt - X2 RZFHEEZYo| 7|t
Capital Asset Pricing Model, CAPM

E(R,,) tAZhSctoll F4jo| 7|ch 52! (expected return)
> FA A E EF FA 9] dojoll i s HAMY A E 7[Hte = B 4|9 |0l M}

« FAO| H|Z|C Mt =(AHH =& dap) - (It daf =F)

XR,=R,-E(R ,)=R,—(a,+b,-R, )
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- Strategy in Depth: Evaluating the Performance Effects of Acquisitions

(@b I |

A [~ ==
- Q14 9 B MEF BN - AR AT 2N (3/3)
ol 7| =N H| YA 5 jels 7| =N U 5B
Manulife Financial -10% John Hancock Financial +6%
Anthem -10% Wellpoint +7%
Bank of America -1% FleetBoston +24%
UnitedHealth -4% Mid Atlantic Medical +11%
- At A EMo| otAH
o RpERpA7EAA™E A0 7|8 - 70| HlH A
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