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Abstract

The results of the research on M&A firms in the KOSDAQ market are as follows. First, the effect of
the M&A disclosure at the time of disclosure was that the positive (+) cumulative abnormal return
(CAR) can be interpreted as an increase in the value of the firm: however, in the leng run, firms which
used the KOSDAQ index and the control firm, which did not use the index were found to have conflicting
results. Second, the findings show that the rise in value of general firms resulting from a M&A were
higher that those of venture firms. Third, in testing the performance extrapolation hypothesis, it was
shown that the performance of “value” firms (firms with a high B/M ratio but poor performance in the
past) was better after a M&A than those of the “glamour” firms and that the performance extrapolation
hypothesis was substantiated. Fourth, it can be construed that a size effect in a merger exists. The
CAR of the small firms surpasses those of large firms. Fifth, in verifying operating performance, most
variables showed a positive (+) value at the time of M&A but showed a negative (-) value after a M&A.
These results show that because on the Korean KOSDAQ market, M&As are approached from a financial
rather than an economic aspect, it can be inferred that it lowers the firm's value.

» Keyword : EiE(M&A), BlZA|ZHeffect of the M&A disclosure)), MulFEA7 M (performance
extrapolation hypothesis), T2&2}(size effect)
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Table. 1 Distribution of M&A firms by year/industry

A 6 7 13
20014 2 5 7
20024 2 5 7
20034 4 10 14
20044 9 8 17
3 35 58
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Table 2 CAR by window length: %

3N H
(1-30, t-1) 0.1795(1.421) 0.195(1.502)
(-90, t-1) 0.7378(2.053)** 0.7627(2.132)"*
BAAE
1, t+1 0.0446(1.476) 0.0508(1.383)
(t-30, t+1) 0.2107(1.629) 0.2223(1.666)
SAF
(-1, t+30) -0.0688(-1.296) -0.0709(-1.140)
(t-30, t+30) 0.0973(0.699) 0.1006(0.693)
z 7|
(t-30, t+360) 0.4509(1.543) -0.3308(-0.843)
(-1, 1+360) 0.2847(1.081) -0.5023(-1.359)
(30, 1+720) 1.5646(2.899)"* -0.0909(-0.129)
(1, t+720) 1.3985(2.664)"** -0.2624(-0.379)
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Table. 3 CAR classified as venture or general firms:%

FGASE AT A4S WATIel Wl Lu)gle)
SAselgo] ANkdo2 we Acs e ol 2000
d ol zad ARl A, ITAlS ARESSH WA
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Table. 4 CAR based on B/M ratio: %

F) T = REBE 10%, 5%, 1%0M 2kt RelEle ofnist
o ()22 158 BAl

Ueeze PrIge WA7I9S duider st
o FYIAZE F79] Hol| viAE G I EAAAE
(£ 3)l F=o] Aot

3 (30, 1) | 0-359% | -0.0007 | 03954 | -0.0054
oosea | 03015 | 00a0s | 0272 ' (1.364) | (:0.012) | (1524) | (-0.078)
301D 1 0607 | (1831 | 0431 | (1.438) (o0 1) | 1:582¢ | -00024 | 15208 | 0,016
' 2217 | (0.935) | 2139 | (0.133)
oot | 0678 | 08072 | 06929 | 08002 e
' (1.234) | (1.708)° | (1.241) | (1.692)° S
0.1387 | 0.0504 | 00303 | 0.0713
BANE LD (1700 | (1268 | (1.008) | (1.558)
(1 a1 | 00222 | 00302 | 00234 | 0.0652 a0, 141 | 03902 | 00312 | 04188 | 00289
' (0.689) | (0.754) | (0519 | (1.825) ' (147D | 0.438) | (1.598) | (0.359)
(30, 1+7) | 00657 | 02986 | 00871 | 03197 BN %
_ ©0.778) | (1.495) | 0.376) | (1.63® 1 a0 (3)0:49;9) (_0102747; (-(1);22? (-oocg)glss)
30 teag | 02916 | 0007 [ 0284 [ 00472
(t-1, t+30) | (00928 | “0.0607 } -0.1354 | -0.0369 ’ (1.062) | 1.164) | (0.899) | (-0.496)
' (-1.495) | (-1.041) | -1.49) | 0.531) P
. -0.0488 | 0.2047 | -0.1217 } 0.2176 0.1167 0.7788 | -1.1316 0.465
80, 1+30) | o481) | 0991 | 0.48) | (1.056) (30, 1+360) | (0 333y | (1.600) | (-1.665)" | (0.945)
= . 02347 | 0798 | -15169 | 05073
e Tomm oo | oo (1. 143600 | 1037 | (1.672)° | (-2.430%| (1.039)
30, 1+360) | Lo | L oe | comon | 1119 30, 13700 | 15198 | 15649 | 0.9229 | 07282
i i ; : ' (1.649)* | (2.778)**| (:0.712) | (1.208)
_ 0.1332 0.2267 -0.2039 | -0.6585 1.1684 1.5841 -1.3082 0.7655
L0 | qom | 013 | 0222 217 10720 1 (1 30y [ (2820 | 1.081) | (1.285)
) 14131 | 1.6313 | -1.2919 | 04718 e o ot ot Solsie ol
(t-30, t+720) (1.730" | 2369 | (0.858) | (0.640) e o ( )o}gt?—.o"alz‘:)q’l()%’ 5%, 1%0M 2zt Rolse 2lolsl
[l A= AL
13695 | 14659 | -1.3056 | 0.2172
(L7200 | (1 6g) | (2,057 | -0.869) | (0.305)
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Sl

(CAR):
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Table. 6 CAR based on market value: /

B/M ratia: %
a0 Ly | 0103 | 02855 | omiss | 02748
’ (1.708)° | (0.935) | (1.962* | (0.994)
o0 Ly | 05729 | 09052 | 06298 | 0.8968
: (1535) | (1.45) | (1653 | (1.447)
w0ty | 05702 | 00273 | 06435 | -00374 A
: (1.062) | (0.464) | (1.226) | -0.511)
w1 apy | 00542 [ 0039 [ o0sa | ooure
o Ly | 25984 | 00971 | 2432 | 01083 e, (67 | 2181 | (468 | (1.208)
' 2169 | 09 |@0o8n™| 0769
a0 e | 01373 | 0284 | 01aa7 | 02999
AW : (1.853° | (1.039) | 2148 | (1.08)
1 e | 01479 | 0052 | 0043 | 00703 -
: (2.666) | (1.309) | (1.321) | (1.466)
(1, 1430) 0.0278 -0.1654 0.0642 -0.2059
g0 a7y | 06083 | 00646 | 0667 | -0.002 . (0.408) | (-2.483)* | (0.843) |(-2.718)"
’ (1133) | (0.89 | (1271 | -0.023)
w30 1say | 01109 | 00837 | 01549 | 00464
EWE : (1.241) | (0.295) | (1663 | (0.16)
o1, veapy | 0092 | ooas2 | 02677 | 00534 =
1345) | (0695 |(2.242| (0,61
130, 1135y | 0913 | 00081 | -03823 | -0.2753
w0, aap | 04611 | 00587 [ 03m4 | 00189 30, (1.887)° | -0.009) | (-0513) | (-0.715)
: 0.847) | (0.654) | (0652 | (-0.175)
1 ean | 08303 [ 02522 | 04729 | -0.5276
)| : (1727 | -1.088) | 0.637) |-1.973"
00998 | 0338 | 12653 | 0.2282 25403 | 0.8007 | 04344 | -0.4651
(t-30, t+ ; =
30} 016y | (1811* | (1207 | (0.991) W30, 72001 5 agye | (1.003) | (0.488) | (-0.447)
06602 | 03263 | -18894 | 0186 24572 | 05516 | 03437 | -0.7174
o )
1. 143600 | 5 g | (1.840)% | (2,000 | (-0.704) W1 7200 | g gy | (07220 | (0361 | -0.708)
14492 | 17824 | 08737 | 05307 o oriie
(t-30, t+720) F) *F R = QoI 10%, 5%, 190 22+ [fefEE oofst
(0.931) | (2.879"*| (-0.428) | (0.772) B ()9l 1o A
1 o | 08889 | 17729 [ 14977 | o003
: (0.608) | (2.876)™%| -0.76) | (0.881) (E 7He el AdE ZAael JEsla )Fos /\ﬁL
o TR
x) k% ks E'?rgl ES3 ‘IO/ 5/ '|/0“A1 J¥z F Ig"% Blulél' LA 7]%‘3} ‘:H‘Ff‘gl_ 7}@3 ?‘T’_“?ﬂ' zﬂO]E}— 0:]7]/\‘1
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E 7 M50k el mE $EENFIS(CAR): %
Table. 7 CAR based on book value: %

B 8 Al AP 7ol mE FRELTAS(CAR): %
Table. 8 CAR by top and bottom 25% based on
market value: %

A A
oo o | 04812 [ 00721 | 0473 | 00828
' (1.739)° | 1.458) | (1.95D" | 0.943) oo cny | 0109 | -00272 [ 0121t [ 00125
: (1433 | (0437 | (1.351) | 0.116)
oo, o1y | 15058 | -0.0374 | 16043 | -0.0855
' @137 | 0300 | 2280 | 0611 oo L1y | 00789 | 0283 | 01967 | 0.1617
e 0562 | (1538 | (1.163) | ©.767)
AN
w1 on | 0062 | 00271 [ 00671 [ 00
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E 11 gl of2 AN sislRM(SAIN): %
Table. 11 analysis of changing operating performance
changes after merger (before control): %
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{table 12) analysis of changing operating performance
changes after merger (after control): %
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