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The Impact of M&As with a Start-up on Shareholder Wealth*

Cho, Sung-woo™
Song, Hyunju™
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Jung, Jin-young

Abstract

In this study, we investigate the announcement effects of M&As with a start-up as a target firm on shareholder wealth of an acquiring
firm. We use M&A events in KOSPI or KOSDAQ market between 2002 and 2014 after the financial crisis. Among the total 1436
mergers and acquisitions that took place domestically during this period, 1383 cases were selected as cases to be studied, excluding 53
cases where acquiring firms were unlisted firms. The results of the analysis are as follows: First, as a result of a comparison between
the acquiring firms’ CARs of the whole sample group(n=1383) occurred during the (-2, +1), (-5, +2), (-10, +5) periods of M&A
announcement date(t=0) and the sub-sample group(n=468) where the target firms are start-ups which were established within five years,
the acquiring firms of the whole sample group do not show significat CARs, while the acquiring firms of the sub-sample group show
the significantly positive CARs. This suggests that M&A with start-ups have a positive effect on firm value of acquiring firms. Second,
when merging unlisted start-ups, the acquiring firms show positive CARs, showing that there exists a listing effect in the merger of
start-up. Third, merging the start-ups belonging to the high-tech industry shows the higher CARs than the case of merging the start-ups
belonging to the non-high-tech industry. This study has great significance as the first in Korea to investigate the effect of M&A

announcement with a start-up.

Keywords: Start-up, M&As, announcement effect, listing effect, high-tech industry
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