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AFApe] Fo %}E 571 AsNA 2 AFoA= AAZE gale AAFdES S
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AAFER AR N FAEE AT Ak FA BA ol Bl sl
Aol B Qi A9E wAFe] A3 FuANs $AHoE A AU
V) FAe 7o) WA AMAYS Fo4F WaE ugeh TA AP A
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= RS 9m s

D) A EYNss EANE

2 AFoA 71999 B4 w2 FH7IAY Aol whEo] ojugh J3ks

(a) HAG3 719l 43 ARz wEd FAE82 ARtk 7199 A4

3} #F R AR Rol nAE GF| JEE Uik

5) B =12 AR g F715te] AFZA RS (market adjusted model) & AFE-5Fe] ALEeE =& 2
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1. g FAl9 o2 CAR

<E 2> AFTW FA AT et Agu3e SYF FA2AEIE CAR
(%)% BolFth CARY| Axtol AFEYolu &t Ao 553
A9l (bias) % 7Hd Aol 7] Wl AFEYe] Frkskel AF2H % F (market

adjusted model) = o} A}&3le] CARE ALkeFAch

23y T xR 3 t-%k RS
-1, D 344 2.59 4117 2.01

AFEE (-2, 2) 344 2.22 295" 1.42
(-3, 3) 344 2.77 3.09™ 1.65

-1, D 344 2.54 487" 1.17

NAZARY (-2, 2) 344 2.86 4.05™ 1.73
(-3, 3) 344 3.59 437 2.29

Panel B : ARG S o]&% CAR(-1, D9 A&5vd 7

EE 3 %k
A- ~ AAA 16 151 1.24
BBB+°| 3} 19 2.44 1.52

Al 35 1.76 1.90°




Panel B #4ba) 85T TRE CARS| FE@e HolFth 44 ARE 92
F Qe B2 77k BAR FAHY) i BAY Foge WolE AoR uel
th Algsae] W Hwe] CAR(-1, D7 24%= A&l =& 459 151%HE
oS Aoz veEth % /90 AgFHe] e e A5 el A§EF]
e Aol meh FFel) olSe] Hrka & & otk

Nl

£ 3> A5FY A A7 ADFIEY WS wolFth Panel A WA
224 AT AN FE} TAFNES Aol TR AR NN AN
YSCE melF I itk YSCE BE TgelA $()9 g vehi BAHOR f9
49l gg e giek o Ashe Q5EY TAR Q8 Adselgel SRGIA v
7o) 453 webd AU $7b FATE A2 oJnja,

Panel B AA5) 89 WaE AGEFHRE BolFu WARARE A7) 5F A
A9 5o EL AgRGTE AA ERS PPOE H9S U YSCE -0.0216%2 FA

—l—‘

<E 3> ol ZAlo| wE YSC

Panel A : #lX|vl=e] 2 YSC

R Tz FEF g t-%k TAH

(-1, 1 35 -0.022 -1.64" 0.00

A715 (-5, 5) 35 -0.001 -1.69" 0.00
Aa FolE ’ ' ' ‘

(-10, 10) 35 -0.005 -1.79" -0.01

(-1, 1 35 -0.027 -151 0.00

ER b= (-5, 5) 35 -0.000 -1.74 -0.20

(-10, 10) 35 -0.004 -1.99 -0.00

Panel B : YSC(-1, 1)9] A&5Hd EFA7e3Ad WAnt=z)

BES 3 -
A- ~ AAA 16 0.0031 1.00
BBB+°] &} 19 -0.0426 -2.03"

Al 35 -0.0216 -1.64"
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The Wealth Effects of M&A on
Shareholders and Bondholders

Jinho Byun™ - Won-Seok Woo™*

abstract

This study tests and reconfirms the wealth transfer of mergers and acquisitions(M&As) by
examining the changes in and the relationship between shareholder and bondholder wealth
after the announcements of M&As for the publicly listed firms in Korea Stock Exchange and
KOSDAQ market during 1999~2006. The change in shareholder wealth is measured by the
Cumulative Abnormal Return(CAR) at the M&A announcements, and the change in bondholder
wealth is calculated using the Yield Spread Change(YSC) and the change in acquiring firms’
credit ratings. The empirical tests show that the CAR of 344 sample acquiring firms at the
announcement 1s 3.59%, which confirms results of the prior research on M&As in Korean
market.

The average YSC for 35 sample acquiring firms between 2001 ~2006 proves to be negative
when we use the yield spread of firms with comparable credit ratings as a benchmark, which
means that the acquiring firms  bondholders gain with the announcements of M&As. We find
the same result using another benchmark-the yield spread of government bonds. The impro-
vement in the acquiring firms’ credit ratings one year after the M&As also indicates that the
M&As, on average, increase bondholder wealth.

QOur test results are consistent with those of the existing studies on the effect of bondholder
wealth after the M&As in the United States, which shows that the bondholder wealth in-
creases after the M&As. We do not find the evidence that there is a wealth transfer from the
acquiring firms' bondholders to the shareholders after the M&A announcements. Rather, this
study confirms that the wealth of the acquiring firms bondholders increases in the M&As in
Korea.

Keywords : Mergers and Acquisitions, Bondholders Value, Event Study, Financial Synergy

%

Corresponding Author, Ewha Womans University

=+ Ewha Womans University




