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An Empirical Analysis of Stock Price Reaction to M&A in Liner
Shipping Companies

Seonna Park - Kihwan Lee

Abstract : Since 1993, M&A activities have been frequent in Liner shipping market. This
study examines the effect of M&A on stock price reaction for acquiring firms listed on the
market. The study covers the period from 1993 to 2009 and uses 61 daily closing prices of
the acquiring firms before and after the M&A announcement day and is analyzed through
the market-adjusted model in an event study. After calculating short-term performance using
abnormal returns(AR) and cumulative average abnormal returns(CAR) before and after 30
days from the day of event, the results on the test show that the firm’'s values slightly
increased through the M&A, but it does not attest to the statistical significance. In addition,
this study investigates the AR difference between estimating windows and post—-event
windows for the 3 cases of each period before and after 30 days, 15 days, and 7 days from
the event day to analyse the impact of M&A on the addition of acquiring firm’s value. Our
findings suggest that the M&A between Liner shipping companies is targeted for the
long—term business strategy instead of the instant rise in the value of the firm involved.

Key Words : Shipping, M&A, Liner Shipping, M&A effect, Stock Price Reaction
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1 TMM Tecomar A 1992.8 1993.1
2 CP Ships Canada Maritime A 1993.2 1993.2
3 COSCO Five Star Shipping A 1994.1 1994.1
4 NOL Orient Marine A 1995.1 1995.1
5 CP Ships Cast A 1994.7 1995.3
6 TMM Flota Mercante A 1996.11 19982

Grancolombiana
7 Hanjin Shipping DSR Senator A 1996.12 1997.1
8 CP Ships Lykes Line A 1996.12 1997.7
9 CP Ships Contship M 1997.8 1997.10
10 NOL APL A 1997.4 1997.11
11 CP Ships Ivaran Line A 1998.3 1998.5
12 MISC KPB A 1998.10 1998.11
13 Evergreen Lloyd Triestino A 1998.7 1998.10
14 MISC PNSL A 1998.4 1998.11
15 NYK Showa Line M 1998.3 1998.10
16 Evergreen Uniglory Marine M 1997.9 1997.9
17 CSAV Libra A 1999.3 1999.3
18 AP Moller Safmarine A 1999.2 1999.6
19 CSAV Montemar SA A 1999.6 1999.6
20 MOL Navix Line M 1998.11 1999.4
21 AP Moller Sea-land A 1999.7 1999.12
22 K-Line Taiyo Kaiun Kabushiki A 1999.11 2000.2
23 K-Line Kobe Nippon Kisen A 2000.2 2000.3
24 CP Ships CCAL M 2000.4 2000.4
25 CSAV Norasia A 2000.5 2000.5
26 K-Line Taiyo Nippon Kisen A 2002.6 2003.1
27 COSCO China International A 2004.8 2004.12
Marine Containers
28 AP Moller P&O Nedlloyd M 2005.5 2005.8
29| TUI(Hapag-Lloyd) CP Ships M 2005.8 2005.12
30 MOL P&O Nedlloyd = Liner M 2005.11 2006.2
Business(2)
Universal
31 CSCL Shipping (ASIA) A 2006.8 2006.9
32 AP Moller Hoegh Autoliner A 2008.1 2008.3
33 CSCL Shanghai China Shipping A 2008.5 2008.6
34 NYK TMM A 2008.12 2009.1
35 MOL Kansai Kisen Kaisha A 2009.3 2009.9
36 NYK Taiheiyo Kaiun A 2009.5 2009.12
Z}& : Thomson Reuters Financial SDC Platinum.
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-30 | 36 | 0.9286 | 2.6147 | 0.4358 | 2.1308** | 36 | 0.9286 | 2.6147 | 0.4358 | 2.1308:x
-29 136 | 03631 | 1.8752 | 0.3125 | 1.1619 | 36 | 1.2917 | 3.4298 | 0.5716 | 2.2597:
-28 [ 36 | 07974 | 58897 | 0.9816 | 0.8123 |36 | 2.0891 | 7.0419 | 1.1736 | 1.7800%
-27 136 | 0.8297 | 53026 | 0.8838 | 0.9388 | 36 | 2.9188 | 11.6640 | 1.9440 1.5014
-26 | 36 | 01281 | 21026 | 0.3504 | 0.3655 | 36 | 3.0469 | 11.5080 | 1.9180 1.5886
-25 | 36 | -0.0331 | 2.8235 | 0.4706 | -0.0703 | 36 | 3.0138 | 11.1934 | 1.8656 1.6155
-24 136 | 03997 | 2.6158 | 0.4360 | 09168 | 36 | 3.4135 | 11.3703 | 1.8951 | 1.8013%
-23 | 36 | -0.5284 | 2.7214 | 0.4536 | -1.1649 | 36 | 2.8852 | 11.1510 | 1.8585 1.5524
22 | 36 | -0.6054 | 2.5659 | 0.4277 | -1.4156 | 36 | 2.2798 | 10.7910 | 1.7985 1.2676
-21 | 36 | -0.4516 | 1.7454 | 0.2909 | -1.5524 | 36 | 1.8282 | 10.5641 | 1.7607 1.0384
-20 [ 36 | 1.1629 | 3.4599 | 0.5767 | 2.0166% | 36 | 2.9911 | 11.3947 | 1.8991 1.5750
-19 | 36 | 0.2780 | 2.1657 | 0.3610 | 0.7701 | 36 | 3.2690 | 11.5271 | 1.9212 | 1.7016%
-18 | 36 | -0.1586 | 2.1562 | 0.3594 | -0.4414 | 36 | 3.1104 | 11.9805 | 1.9968 1.5577
-17 | 36 | -0.3280 | 2.3227 | 0.3871 | -0.8473 | 36 | 2.7824 | 12.5140 | 2.0857 1.3341
-16 | 36 | 0.1418 | 3.2137 | 0.5356 | 0.2648 | 36 | 2.9242 | 14.7079 | 2.4513 1.1929
-15 [ 36 | 0.8324 | 2.8541 | 04757 | 1.7499% | 36 | 3.7566 | 16.3026 | 2.7171 1.3826
-14 [ 36 | 03502 | 1.9593 | 0.3266 | 1.0724 | 36 | 4.1068 | 16.2109 | 2.7018 1.5200
-13 | 36 | -0.0108 | 1.4492 | 0.2415 | -0.0449 | 36 | 4.0960 | 15.6393 | 2.6066 1.5714
-12 1 36 | 0.2894 | 25450 | 0.4242 | 0.6822 | 36 | 4.3853 | 16.6767 | 2.7795 1.5778
-11 | 36 | 01959 | 1.8876 | 0.3146 | 0.6227 | 36 | 4.5812 | 16.9525 | 2.8254 1.6214
-10 | 36 | -0.5155 | 2.7438 | 0.4573 | -1.1273 | 36 | 4.0657 | 17.2350 | 2.8725 1.4154
-9 136 | -01224 | 1.9238 | 0.3206 | -0.3816 | 36 | 3.9434 | 16.8553 | 2.8092 1.4037
-8 |36 | -0.0966 | 1.5302 | 0.2550 | -0.3787 | 36 | 3.8468 | 16.5136 | 2.7523 1.3977
-7 136 ] 01202 | 1.8964 | 0.3161 | 0.3804 | 36 | 3.9670 | 17.3572 | 2.8929 1.3713
-6 |36 | 0.0383 | 24245 | 04041 | 0.0949 | 36 | 4.0054 | 17.2812 | 2.8802 1.3907
-5 |36 | -0.2159 | 1.9812 | 0.3302 | -0.6539 | 36 | 3.7894 | 17.0217 | 2.8369 1.3357
-4 |36 | -01112 | 1.6415 | 0.2736 | -0.4064 | 36 | 3.6783 | 17.1458 | 2.8576 1.2872
-3 |36 | -0.4941 | 1.9220 | 0.3203 | -1.5424 | 36 | 3.1842 | 17.5894 | 2.9316 1.0862
-2 |36 ] 03446 | 19151 | 0.3192 | 1.0796 | 36 | 3.5288 | 17.9251 | 2.9875 1.1812
-1 |36 | 03518 | 24931 | 04164 | 0.8449 | 36 | 3.8806 | 17.7309 | 2.9552 1.3131
36 | -0.3210 | 1.7783 | 0.2964 | -1.0831 | 36 | 3.5596 | 17.7991 | 2.9665 1.1999
36 | 05371 | 25363 | 04227 | 1.2706 | 36 | 4.0967 | 18.1737 | 3.0289 1.3525
36 | -0.0061 | 2.0289 | 0.3381 | -0.0180 | 36 | 4.0906 | 17.8545 | 2.9758 1.3746
36 | -0.4908 | 1.9277 | 0.3213 | -1.5276 | 36 | 3.5998 | 17.9885 | 2.9981 1.2007
36 | 04974 | 22460 | 0.3743 | 1.3289 | 36 | 4.0973 | 18.1568 | 3.0261 1.3540
36 | 04506 | 3.5686 | 0.5948 | 0.7577 | 36 | 4.5479 | 189197 | 3.1533 1.4423
36 | —0.4482 | 2.3870 | 0.3978 | -1.1267 | 36 | 4.0997 | 19.5271 | 3.2545 1.2597
36 | -0.1335 | 1.6627 | 0.2771 | -0.4818 | 36 | 3.9661 | 19.6514 | 3.2752 1.2109
36 | 0.0052 | 25690 | 04282 | 0.0121 | 36 | 3.9713 | 19.5735 | 3.2622 1.2174
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9 |36 | -0.0497 | 1.7905 | 0.2984 | -0.1665 |36 | 3.9216 | 19.9663 | 3.3277 | 1.1785
10 | 36 | -0.0195 | 1.6636 | 02773 | -0.0703 | 36 | 3.9022 | 20.1413 | 3.3569 | 1.1624
11 | 36 | -0.3627 | 2.2080 | 0.3680 | -0.9855 |36 | 3.5395 | 19.8060 | 3.3010 | 1.0722
12 |36 | 0.1537 | 2.3307 | 03884 | 0.3957 |36 | 3.6932 | 20.0387 | 3.3398 | 1.1058
13 | 36 | -1.1008 | 5.1644 | 0.8607 | -1.2789 |36 | 2.5924 | 19.7619 | 3.2936 | 0.7871
14 136 | 00749 | 1.7627 | 02938 | 0.2549 | 36 | 2.6673 | 19.7496 | 3.2916 | 0.8103
15 [ 36 | 06334 | 2.0317 | 03386 | 1.8705% | 36 | 3.3007 | 205885 | 3.4314 | 0.9619
16 | 36 | 05258 | 2.4801 | 0.4133 12721 | 36 | 3.8265 | 20.7643 | 3.4607 | 1.1057
17 |36 | 0.2568 | 2.1297 | 0.3550 | 0.7234 | 36 | 4.0833 | 21.0409 | 3.5068 | 1.1644
18 |36 | 0.2735 | 2.3423 | 0.3904 | 0.7005 | 36 | 4.3567 | 21.2634 | 3.5439 | 1.2294
19 |36 | 06752 | 2.3952 | 03992 | 1.6913% | 36 | 5.0319 | 22.6295 | 3.7716 | 1.3342
20 | 36 | 03344 | 27641 | 0.4607 | 07260 |36 | 53664 | 22.6909 | 3.7818 | 1.4190
21 136 | 0.0890 | 55262 | 09210 | 0.0967 |36 | 54554 | 26.3401 | 4.3900 | 1.2427
22 136 | 04745 | 25601 | 0.4267 11121 |36 | 59299 | 27.0421 | 45070 | 1.3157
23 136 | 0.6581 | 2.8329 | 0.4721 1.3939 |36 | 65880 | 28.3800 | 4.7300 | 1.3928
24 136 | 06706 | 1.9980 | 0.3330 | 2.0139*% |36 | 7.2587 | 285907 | 4.7651 | 1.5233
25 1 36 | —0.6340 | 5.0757 | 0.8460 | -0.7495 | 36 | 6.6246 | 27.9672 | 4.6612 | 1.4212
26 | 36 | -0.2716 | 2.1973 | 0.3662 | -0.7418 | 36 | 6.3530 | 27.7054 | 4.6176 | 1.3758
27 136 | -0.7764 | 2.2593 | 0.3766 | -2.0619%* | 36 | 55766 | 27.6250 | 4.6042 | 1.2112
28 | 36 | 0.4917 | 3.0580 | 05097 | 09647 |36 | 6.0683 | 29.1604 | 4.8601 | 1.2486
29 | 36 | -0.1480 | 2.3350 | 0.3892 | -0.3803 | 36 | 5.9203 | 285632 | 4.7605 | 1.2436
30 |36 | 03491 | 2.7960 | 04660 | 0.7492 |36 | 6.2694 | 276114 | 46019 | 1.3624
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