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ABSTRACT

With the outbreak of the financial crisis in mid-1997, the Korean government
has removed a majority of M&A-related regulations in order to facilitate M&A
transactions. This was based upon the belief that M&As are one of the most
efficient ways to restructure financially distressed firms compared to other
government-driven restructuring programs. In this paper, we try to empirically
assess the role of M&A in restructuring distressed firms in Korea following the
financial crisis. In doing so, three empirical analyses have been conducted. The
first analysis attempts to identify financial characteristics of the insolvent M&A
targets. The second exercise directly tests the change in performance of insolvent
M&A targets before and after such M&A transactions. The third analysis is a
more general assessment on the role of M&A transactions to determine if being
involved in an M&A transaction (regardless of its motivate) has reduced the
probability of becoming insolvent in the future. Overall, we find some evidence
supporting that M&A activities after the financial crisis have played a positive role
in restructuring financially distressed firms in Korea.
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<H 5> M8A 72 A= mQle
Tests(FA7|H2 E?)

7199 gt

H310f| CH St Mean—difference

7198 B OIA oIS STA
Panel A
M&A A 1A & Hii(a) -0.007 -0.01 -0.064
M&A A 13 & FH(b) 0.051 0.077 0.122
Bt ZHb—a) 0.058 0.087 -0.058
Hial 4SS A tvalue 1.44 1.91% -0.97
A 7NAF 48 48 48
Panel B
M&A A 2 A Hd(c) -0.061 -0.074 -0.074
M&A A# 23 3 Hi#(d) -0.007 0.076 -0.023
HiFxHd—c) 0.053 0.151 0.051
HiAt AEFS A3 tvalue 2.48% 2.07%* 3.06%**
I e 34 34 34
Panel C
M&A A 1d A Hi(e) -0.008 -0.028 -0.067
M&A A 23 F FH(f) -0.0003 0.087 -0.012
Hd 2K f—e) 0.077 0.115 0.055
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CH 8 J[HFAo et 2R 2Y FFEN
(1 (i) (iii)
. 12,585k L0.645%+ -1.248%
(0.731) (0.255) (0.812)
- * - -
R 0.003 0.002 0.003
(0.002) (0.002) (0.002)
-0.191 L0.488* -0.546*
MNA (0.268) (0.288) (0.316)
L0.005% 20.001 -0.001
CAB (0.001) (0.001) (0.001)
L0.065%+* 20.055%
CFL (0.004) (0.004)
L0.019%#* -0.015%#
STL (0.001) (0.001)
0.013%#*
BAR (0.001)
0.001
IEB
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0.0002
OAT (0.0004)
20309 0.039 0.106
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Rank
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