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Mergers and acquisitionstransactions strategiesin diffusion - type financial

systemsin highly volatile global capital markets with nonlinearities

Dimitri O. Ledenyov and Viktor O. Ledenyov

Abstract— The M&A transactions represent a wide range of uailgusiness optimization
opportunities in the corporate transformation dealsch are usually characterized by the high
level of total risk The M&A transactionscan be successfullymplementedby taking to an
accountthe size of investments, purchase@y direction of transaction, type of transactiand
usingthe modern comparable transactions analysis and the business valuation techrilgpies
diffusion — type financial systemsin the finances We analyzedthe M&A transactions in
Switzerland in 202 in variousndustrial segients We think that the globalization has a strong
influence on thesuccessfulM&A deals completion in Switzerland. We believe that the
fluctuating dependence of M&A transactions number over the certain time period is quas
peiiodic. We think that there are many factors, which can generate the quasi periodidaszillat
of the M&A transactions number in the time domain, for example: the stock market bubbl
effects. We performed the research of the nonlinearities in the M&A&acdnns number quasi
periodic oscillations in Matlab, including the ideal, linear, quadratic, and expanent
dependences. We discoverdtat the average of a sum of random numbers in the M&A
transactions time series represents a time series with the quasi periodic sysisailitions,
which can be finely approximated by the polynomial numbers. We think that, in the cothree of
M&A transaction implementation, the ability by the companies to absorb the rmeglyired
knowledge and to create the new innovative knowledgespmsa key predeterminant of the
M&A deal completion success. In our opinion, the integrative collateral weeddisign thiking
has a direct impact ahe new innovative knowledge bagesmationby companies in the highly
compeitive global markets. We would like to state that the winning virtuous mergers and
acquisitions transactions strategiesha diffusion -type financial systems ite highly volatile
global capital markets witthe nonlinearities can only be selectedailngh the decision making
process on thevarious availableM&A choices, applying the econophysical econometrical
analysis with the use of the inductive, deductive and abductive logics.
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Introduction

The globalization results ina strongnecessity to originate and implement thew
corporate strategiesowards thebusinesssre-structurizatios throughthe varioustypes ofthe
Mergers and Acquisitionstransactionsin order to optimize the organizational stctures,
management capabilitiefinancial indicators aiming to establish thilly optimizedprofitable
corporationsat thevariousbusiness operatioscales and scopesthin the differenfproduct and
servicedine in the variousnarkets.Thus, let usegin the discussion on the topic of our research
interest by exploring all th@ossible impaat by the globalization on the M&A transaction
strategiesselection reviewingthe researchopinionsby various authors in thBI&A literature
and trying to undetand the main ideas behind the M&#Ansactions

Lall (2002) writes: “Internationalmergers and acquisitions (M&Asparticularly those
with gianttransnational companies (TNCspending vast sums of money to take over firms in
other countries, are one tife most visible aspects gfobalization SuchM&As are now the
most important form oforeign Direct Investments (FDI) far outstripping investment in new
facilities (‘greenfield’ investments) in terms of value (see various issuéNGfTAD World
Investment Repoit”

Sakai (2002explains: Global industrial restructuring in the current era is characterized
by an increase in crod¢mrderstrategic alliancesnergers and acquisitions (M&Asnd other
types of business networking.”

Hussinger (2005)states: “Due to increasingglobalization of markets, it is often
hypothesized that firms engage nrerger and acquisition (M&Agctivities in order to secure
their international competitivenessWhile the formermerger wavesn the 1960sand 1980s
were charactezed bydiversification endeavorsM&A activities in thel990sare said to be
driven by firm strategies that aimed at strengthening competitiveness and nuavketwthin
their field of core competencieB&As provide firms the possibility to grow, lower sector or
technological competition, and to benefit from economies of scale and scope, whichras bee
important for increasing or maintaining market power in opened, international market

Netg Brandao, Cerqueirg2008) note “When a company decides tovest abroad it
can do it in two different ways: i) through the establishment gifegnfield investmenh new
asset in a foreign country, ii) or throughiamestment by acquiring a pexistent foreign firm or
merging with a foreign firmTherefore, théwo main components dforeign Direct Investment

(FDI) aregreenfield investmentmdmergers and acquisitions (M&A)



King, Slotegraaf, Kesner (200&)omment “The value of worldwidemerger and
acquisition (M&A)activity set a new record 2006with $3.79 trillion worth of transactions-a
38% increase oveR005 (Berman (20079) The dominant rationale used to explain acquisition
activity is that acquiring firms seekigher performance(Bergh (1997), Hoskisson and Hitt
(1990), Sirower (1997

Hussinger 2012) emphasizes“In times of increasing technological competition the
access to technological knowledgg one of the major objectives farergers and acquisitions
(M&As) (Chakrabarti et al. (1994); Capron et al. (1998); Puranam et al. (2003); Graebner
(2004).”

In other words, in théiffusion -type financial systepthe M&A transactions represent
a wide range of unique business optimization opportuniteasd techniquesn the corporate
transformation deals, which arenainly aimed to facilitate thevalue creation process within
the corporation, increase the operating efficiency of corporation and raise ¢bmpetitiveness
of corporation in the selected markets, however it makes sense to note tttatM&A
transactions areusually characterized by the higlotal risk factors.

Let us review the extensivist of literatureon theM&A transactionsn thediffusiontype
financial systemwhich has been created by the world renowned scientistaaiJSA and
Canada,Eastern and Westetaurope, Asia and Australi@gionsoverthe recent decades

The North American academiciansare commonly regarded as the pioneens the
research on théM&A transactionsin the World. We would like to make ahronological
literature review on th#1&A transactionsin the chronologial order Among the early research
works on theM&A transactions it is necessary to highlight the research tbe merger
movements the Americanindustry in1895 — 1956n Nelson (1959)The forces generating and
limiting concentration undethe Schumpterian competitionn Schumpeter (1934)ave been
investigated irNelson, Winter (1978)Thetheory of the growth of the firtmas been researched
in Penrose (1959)The mergersand the market forthe corporate controlhave been studied in
Manne (1965) The financial motivation for th&onglomerate mergerkas been analyzed in
Levy, Sarnat (1970)Lewellen 971) The efficiency performance afonglomerate firmdas
been researched MWeston, Mansinghka (19713ome issues on the®rporate bankruptcyand
the conglomerate mergenave been uncovered higgins, Schall (1975)The cycle ofhighly
innovative research articleby Jensemand his ceauthorscan be definitely considered as a
significant contribution to the theory on tiM&A transactions namely thenewtheory of the
firm has been proposed Jensen, Meckling (197@nd themarket forthe corporate controhas
beendescribed inJensen, Ruback (1983Jhe aency costs othe free cash flow,corporate
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finance andakeoverdave been researchedlensen1986) Thetakeover controversiyas been
analyzed inJensen (1987)The cawses and consequenadgakeovershave been fully explained
in Jensen (1988)rhe gerformance pay and tapanagement incentivégve been placed at the
center of research idensa, Murphy (1990) The problems on theorporate controland the
politics of financenave been considered Jensen (1991)T'he modern industrial revolutidmas
been selected as a main topic of researdeimsen (1993)Themergers including theirmotives
effects angolicies have beemlso researcheid Steiner (1976)The corporate mergersnd the
co-insurance of corporate debiave been studied Kim, McConnell (1977)The diversification
through acquisitiorhas been described Balter, Weinhold (19). The takeover bidsthe free
rider problem, and the theory of the corporation have been considesedssman, Hart (1980)
The deteminants and effects of mergdrave been discovered Mueller (1980) The problems
of themergersand themarket shage have been researchedNtueller (1984) Someissues on the
corporation gowth, dversification andmergershave been studied iMueller (1987) The
mergers their causeseffects and policiebave been investigated Mueller (1989) The sk
reduction & a managerial motive fothe conglomerate mergensas beerdiscussed ilAmihud,
Baruch (1981) The impact ofmerger bidson the participating firms' security holddras been
extensively considered iAsquith, Kim (198R The merger bids uncertainty, andtockholder
returnshave been described Asquith (1983)The auins tothe bidding firms from the mergers
have been calculated Asquith, Bruner, Mullins (1983)he strategiesf Japanesenvestors in
the United Statedrave been defined iHennart, Park (1993)The investment choicebetween
the mergers/acquisitionsand thejoint venturesby the Japanesenvestors in thdJnited States
have been discussediennart, Reddy (1997Yhemergers debt capacity, and the valuation of
corporate loans have beeestimated in Stapleton (1982) The horizontal mergersand
stockholder wealthhave been considered to certain degreeE@kbo (1983) The bidding
strategiesandtakeover premiumbave been reviewed ckbo (2009)An empirical test of the
redistribution effectin the pure exchange mergetsas been conducted tger (1983) The
valuable research contributions in tM&A transactionsscience by ubatkinresulted in a better
understanding of a number ocbmplex issues during tHd&A transactionsimplementatn in
various organizationsThe mergers and theperformance of the acquiring firrhave been
investigated inLubatkin (1983) The merger strategiesand stockholder valuehave been
researched irLubatkin (1987) The study towards the reconciliation of market performance
measures tthe strategic management reseahas been done ibubatkin, Shrieves (1986 he
merger strategiesand shareholder valuen the case ofarge mergersduring the1980sin the
conditions ofrelaxed antitrust enforcementles havebeen studied irLubatkin, Srinivasan,

4



Merchant (1997) The bp management turnover in relatét&As has been investigated in
Lubatkin, Schweiger, Weber (1998he eological investigation of firm effects the horizontal
mergershas been conducted rubakin, Schulze, Mainkar, Cotterill (2001)yhe wealth effect
of merger activityand the objective functions aoferging firmshave been consider@udetails in
Malatesta (1983)The possibldosses from thehorizontal mergerincluding theeffects of an
exogenous change ithe industry structure othe CournotNash equilibrium have been studied
in Salant, Switzer, Reynolds (1983he dnormal returns tohe acquired firmsby the type of
acquisitionand themethod of paymenhave been researched\MansleyLane, Yang (1983)
The important problem on how to achiet integration on the human side of tmergerhas
been discussed iBlake, Monton (1984)The aganizationalperformancemeasuremenin the
absence of objectivneasures inhe case of therivately held firmandconglomerate business
unit has been investigated [Dess, Robinson (1984The relationship betweethe aggregate
mergeractivity and thestock marketas been established @eroski (1984) The ategorical
bank acquisitiondave been awsidered irLobue (1984)The multipleculturesintegration ssues
in the acquisitionsduring the corporate transitionprocesses have been discussedGates,
Mirvis (1984) The role of market structure ithe merger behaviohas been highlighted in
Stewat, Harris, Carleton (1984) The anatomy of amerger including the multicultural
differences problems, has bestudied inBuono, Bowditch, Lewi§l985) The mnjectures on
the cognitive simplificationin the acquisition and divestment decision makprgcesseshave
been suggested iBuhaime (1985) The certain characteristic otakeover targetdhave been
researched itdasbrouch (1985)An exploratory study o$trategic acquisition factorgelating
to the organizatioperformancehas been completed Kusewitt (1985)A model of $ock price
reactions with an application tibe corporate acquisitiondas been developed Malatesta,
Thompson (1985)The digopoly and theincentive for the horizontal mergerhave been
considered inPerry, Porter (1985) The determinants of tender offer premiurhsive been
described inWalkling, Edmister (1985)Chatterjeewrote a cycle of research articles on the
M&A transactions namelythe impacs of acquisitionson themerging and rival firm$ave been
investigated inChaterjee (1986) The corporate mergers stock holder diversificatiand the
changes irthe systematic riskhave been analyzed ®@hatterjee, Lubatkin (1990Yhe @ins in
the vertical acquisitionsand themarket powehave been researched@hnatterjee (1991)The
sources of value irthe takeovers synergy or restructuring, including the implications tioe
target and bidder firmshave been investigated @hatterjee (1992)The altural differences
and theshareholder value ithe related mergersiave beerconsidered irChatterjee, Lubatkin,

Schweiger, Weber (1992)he corporate mergersand thesecurity returnshave been studied in
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Dennis, McConnell (198650me issues in theorporate acquisitiondave been researched in
Jemison, Sitkin (19864, .b)he mergersthatlastin the frames o# predictable pattern have been
researched iMontgomery, Wilson (1986/A methodological and empiricanalysistoward the
prediction oftakeover targetbias been made Ralepu (1986)The mergerand thebankruptcy
alternaive have been discussed Bastena, Ruland (1986Jhe hubris hypothesis a@orporate
takeovershas been uncovered Roll (1986) The interesting cycle of research works has been
written by Shleiferand ceauthors. Theéargeshareholders and corporatntrol topics have been
discussed inShleifer, Vishny (1986)The lreach of trust inthe hostile takeoverdas been
selectedas a main researdbpic in Shleifer, Summers (1988)he takeover wavef the 1980s
has been found to exist Bhleiper, Vishny (19D). The takeoversin the 1960sand thel980s
have been researchedShleifer, Vishny (1991Yheinefficient marketdave been researched in
Shleifer (2001) The stock market driven acquisitiortsave been considered 8hleifer, Vishny
(2003) The post-nerger integrationhas been explored tBhrivastava (1986)The dfects ofthe
interstate bank mergersn the shareholdemwealth have been considered e, Duplichan
(1987) A theory for the choice of exchange mediumhe mergers and acquisitions has bhee
created inHansen (1987)A contingent fameworkfor the acquisition integration procedsas
been proposed iRlaspeslagh, Farquhar (1987The target abnormal returnsassociatedvith
the acquisition announcemenigve been researchedhiuang, Walkling(1987) The eturns to
theacquirersand the ompetition in theacquisition narketin the case of &nkingindustry have
been considered idames, Wier (1987)he banking acquisitionsincluding theacquirer and
target shareholder returnshave been invegated inNeely (1987)The ife afterthe takeover
has been described iRavenscraft, Scherer (1987a)he mergers selloffs, and economy
efficiency have been analyzed iRavenscraft, Scherer (1987blhe acquisition of divested
assetsand the shareholderwealth have been researched Sicherman, Pettway (1987The
corporate acquisition strategieand the economic performanchave been studied i8ingh,
Montgomery (1987)The corporate takeover bidsnethods of payment, amidding firms’ stock
returns have been investigated ifiravios (1987) The &ecutive compensationpethod of
payment and abnormal returnsttee bidding firmsat the takeover announcemernisve been
analyzed inTravlos, Waegelein (1992The interstate bank mergetsave been researchad
Trifts, Scanlon (1987)The overpaying ithe corporate takeoverkBas been discussedVfaraiya,
Ferris (1987) Some aspects of theergersand acquisitionshave been discussed Auerbach
(1988) The causes ancbnsequencesf corporate takeoverBavebeen explained iuerbach
(1989) The rturns tathe bidding firms inthe mergers and acquisitionsave been estimated in
Barney (1988)The irm resources and sustained competitive advantage have been analyzed ir
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Barney (1991) The synergistic gain fronthe corporate acquisitionsincluding its division
between thestockholders of targeand theacquiring firms have been researched Bradley,
Desai, Kim (1988)The impact 6 foreign acquisitionon the labourhas been studied Brown,
Medoff (1988) The effect of takeover activityon the corporate research and developmieas
been considered iRlall (1988) The impact by thecorporate restructuring otie industrial
research and developmems been described Hhall (1990) The mergersand theR&D have
beenrevisited inHall (1999) The daracteristics ofhe hostile and friendly takeovetsave been
summarized inMorck, Shleifer, Vishny(1988) The supposition that the unwiseanagerial
objectivescandrive the bad acquisitionshas been analyzed Morck, Shleifer, Vishny (1990)
The hostile takeoverin the 1980shave been reviewed Bhagat, Shleifer, Vishny (1990)he
acculturation inthe mergers and acquisitiohas been researched Nahavandi, Malekzadeh
(1988) The impact by thenergerrelated reglations on the shareholders of bidding firnmas
been evaluated ischipper, Thompson (1983)he dgrategic business fitn the corporate
acquisitionhave been studied iBhelton (1988)The bp management turnover followirtge
mergers and acquisitionsas been investigated Malsh (1988) The merger and acquisition
negotiationsand their impact upothe target company top management turnover have been
extensively studied iWalsh (1989) The failed bank acquisitionsand the successful bidders’
returnshave been studied iBertin, Ghazanfari, Torabzadeh (1989he preemptive bidding
and the role of the medium of exchangethe acquisitionshave been researched Fshman
(1989) The aterminants ofhetender offerand thepostacquisition financial pdormancehave
been investigated ifFowler, Schmidt (1989)A time-series analysis othe mergers and
acquisitionsin the US economyhas been completed ®olbe, White (1989)The eturns tothe
bidders and targets in trecquisition processn the bankingindustry have been evaluated in
Hannan, Wolken (1989The tax attributes athe maindeterminants of shareholder gainghe
corporate acquisitionshave been investigated iHayn (1989) The artels, collusion and
horizontal mergehave been considered Jacquemin, Slade (1989heNew Hampshirdank
mergershave been reviewed ikaen, Tehranian (1989 he profitability ofmergershas been
studied inRavenscraft, Scherer (1989)he narket valuation effects diank acquisition$have
been researched Wall, Gup (1989)The hostile bank takeover offetsave been analyzed in
Baradwaj, Fraser, Furtado (1990)The hdder returns inthe interstate and intrastate bank
acquisitionshave been forecasted Baradwaj, Dubofsky, Fraser (1992)he airline mergers
airport dominance anithe marketpowerhave been discussedBorenstein (1990)The cycle of
research papers yata and ceauthors attracted the considerable attention from the side of
scientists. Theelationships betweethe type of acquisitionthe atonomy given to thacquired
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firm, andthe acquisition succesbave been empirically analyzed Datta, Grant (1990) The
organizational fit andhe acquisitionperformance effectduring thepostacquisition integration
have been considered iDatta (199). The eecutive compensation anthe corporate
acquisitiondecisionshave been studied iDatta, IskandeiDatta, Raman (1992)he corporate
partial acquisitions total firm valuation and the effect of financing metthade been researched
in Datta, Iskamlar-Datta (1995) The executive compensation atite corporate acquisition
decisionshave been researchedDatta, IskandatDatta, Raman (2001 he horizontal mergers
have been analyzad Farrell, Shapiro(1990) Themeagers and acquisitions the US banking
industryhave been researchedHawawini, Swary (1990)Thecorporate performance afttdre
mergers has been researched hhealy, Palepu, Ruback (1990The changing pattern of
acquisition behaviom thetakeoversand the consequences fible acqusition processesiave
been discussed iHunt (1990) The horizontal mergersave been analyzed Farrell, Shapiro
(1990) Hit wrote a number of valuable research articles orM&@ transactions for example,
the mergers and acquisitiongind the managerl commitment tothe innovationhave been
considered irHitt, Hoskisson, Ireland (1990The dfects ofthe acquisitionon theR&D inputs
and outputdave been considered Htitt, Hoskisson, Ireland, Harrison (1991)he market for
the corporate control and firm innovatidras been studied iditt, Hoskisson, Johnson, Moesel
(1996) The dtributes ofthe successful and unsuccessful acquisgioh US firms have been
listed inHitt, Harrison, Ireland, Best (1998Yhemergers and acquisitionas avaluegeneation
opportunity for the stakeholderbave been considered Hitt, Harrison, Ireland (2001) The
limits of monopolization througthe acquisitionhave been considered amien, Zang (1990)
The competitively cost advantageous mergarsd the monopolizéion have been studied in
Kamien, Zang (1991)The nonopolization bythe sequential acquisitiomas been researched in
Kamien, Zang (1993)The €nsitivity of the acquiring firms’ returnsto the alternative model
specification and disaggregation have béectussed inLahey, Conn (1990)The corporae
acquisitionsby listed firmshave been summarized lioderer, Martin (1990)The questionDo
union wealth concessions explain takeover premiymas® been answered Rosett (1990)The
sources of value creiah in the acquisitionshave beerempiricaly investigatedn Seth (199Q)
The walue creation and destructionthme crossborder acquisitiondiave been discussed $eth,
Song, Pettit (2002)The differential effects ahe mergerson the corporate secus valueshave
been described ishastri (1990) Some thoughts on theorporate ownership structure and
performancehave been presented 8mith (1990) The mmmon stock returns ithe corporate
takeover bidsvith theeviderce from interstate bank mergdrave been estimated @ornett, De
(1991) The postmerger sharprice performanceof acquiring firms has been evaluated in
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Franks, Harris, Titman (1991)The value creationthrough thecorporate renewadluring the
acquisitionhas been described Haspeslgh, Jemison (1991)he role ofacquisitionsin the
foreign direct investmenwith the esidence from theJS stock markethas been explained in
Harris, Ravenscraft (1991 he ynergies ad postacquisition performancef corporation have
been considered iHarrison, Hitt, Hoskisson, Ireland (1991 he acquisition activityand equity
issueshave been discussedhMann, Sicherman (1991A longitudinal field experimenthrough
the communication witlthe employeedpllowing a merger has been conducted Bhweiger,
Denisi (1991) The Tobin’s Q and the gain fronthe takeovershave been discussed Servaes
(1991) The gnergy, agency, anthe determinants of premia paid tine mergershave been
uncovered inSlusky, Caves (1991The merger analysis industrial organization theory, and
merger guidelineshave been presented Willig (1991) The postimerger performanceof
acquiring firmshas been evaluated Agrawal, Jaffe, Mandelker (1992)grawal, Jaffe (2000
2002).The effect of aset of comparable firms on the accuracy of the peEings valuation
method has been described ilford (1992) It is noteworthy to mention that the cycle of
research articles byerger and co-authors added to the better understanding of M&A
transactions techniquan the banking industry. Thenegamergersn the banking and the use of
cost efficiency as an antitrust defense have been discus&ztgar, Humphrey (1992 he
differences in the efficiencies of financial institutionave been described Berger, Mester
(1997). The effect ofbank mergers and acquisitior the small business lending has been
discussed irBerger, Saunders, Scalise, Udell (1997, 1998 efficiency effects othe bank
mergers and acquisitignusing the 1990s data have been discussed Berger (1998) The
globalization of financial institutions, evaluating theossborder banking performanckas been
studied inBerger, DeYoung, Hesna, Udell (1999he consolidation ofhe financial services
industry, including itxauses, consequences, am@lications for the futurehas been researched
in Berger, Demsetz, Strahan (1999) comparison of methods and sources for obtairthey
estimates of new venture performanicas been made iBrush, Vanderwerf (1992)The
predicted change irthe operatimal synergy andoostacquisition performanceof acquired
businessedias been discussed Brush (1996) The limits of monopolization througkhe
acquisitionhave been set iGaudet, Salant (1992Yhe external technology acquisitiom the
large multitechnology corporationshas been explained iGrandstrand, Bohlin, Oskarsson,
Sjoberg (1992)The questionDoescorporate performance improve aftbe merger®, has been
answered irHealey, Palepu, Ruback (1992he mergers and profitabilityproblemshave keen
studied iningham, Kran, Lovestam (1992)he postacquisition performancef acquiring firms
has been revealed roderer, Martin (1992)The greement betweethetop management teams
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and theexpectations fothe post acquisition performandeave bep studied inShanley, Correa
(1992) The questionAre there cost savings frothe bank merger®, has been answered in
Srnivasan (1992) The federal merger guidelinehave beenformulated in United States
Department of Justice (1992)he dfects of execuive departures on the performancetio¢
acquired firmshave been researched @Gannella, Hambrick (1993)The mergers leveraged
buyouts, and performance food retailingindustry have been studied i@otterill (1993) An
antitrust economic analysis of stop & shop’s propoaequisition of the big V shop réall
supermarket chairhas been investigated i@otterill (2002) The cetermirants of corporate
restructuring, includinghie relative importance of corporate governarakeover thregtand
free cashlbw, have been discussed@ibbs (1993)A framework for understanding departures
of acquired executivebas been proposed iHambrick, Cannella (1993)The mergers and
marketpowerissues with particular focus on tla&line industryhave been described Kim,
Singal (1993) The bank mergersith an accent on the integration and profitability have been
highlighted inLinder, Crane (1993)The dficiency effects ofhorizontal bank mergerbave
been described iRhoades (1993)A summary ofmerger performace studies in banking in
1980 - 1993 and an assessment of the “operating performance” and “event study”
methodologieshave been presented iRhoades (1994a, )b The takeovers performance
improvemenin the banking industrynave been researched Sthrant (1993) The impacs of
managerial ownership othe acquisition attemptsand target shareholder wealtihave been
discussed irsong, Walking (1993Y he performance ofcquisitionsof distressed firmbas been
evaluated inBruton, Oviatt, White (1994)Sone issues in the proces® acquire the
technological firmshave been discussed {Dhakrabarti, Hauschildt, Suverkup (1994)he
mergersas a means of restructuridgstressed firméave been empirical investigatedGhark,
Ofek (1994) The overall gainsrbm the large bank mergerfave been computed iHouston,
Ryngaert (1994)The bank mergerdrom the perspective of insiders and outsidesse been
considered inHouston, James, Ryngaert (2000he innovation throughthe acquisition
corporate developmentodel has been suggested iHudson (1994) An agency theory
perspective on the role of representativethe brokering mergerdas been created Kesner,
Shapiro, Sharma (1994)The bngterm valuation effects obank acquisitionshave been
observed inMadura, Wiant (1994)The sareholder benefiti'om the corporate international
diversificationon the base oévidencefrom US international acquisitionsave been researched
in Markides, Ittner (1994)The ceterminants o&cquisition integration levedrd their impacton
the decisiomaking perspectivhave been studied iPablo (1994) The combined effects dfe

fee cash flow and financialack onthe hdder and target stock returhave been estimated in
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Smith, Kim (1994)The effects of mergersin the dfferentiated products industriebave been
measured inWerden, Froeb (1994)The attacker's advantagm the acquisition process
including the ¢chnological paradigms rganizational dynamics, and value netwgmoblems,
have been reviewed @hristensen, Rosenbloom (1998) microanalysisof boththe &x reform
and theforeign aquisitionshas been completed @ollins, Kemsley, Shackelford (199%)n
exploratory empirical study on theccessful integration dR&D functions afteithe acquisition
has been conducted iGerpott (1995) The ncorporating dynamic efficiencgoncern in the
merger in the innovation markets haseen researched ifilbert, Sunshine (1995)The
intellectual property guidelindsave been created (ilbert, Tom (2001)The @mpetition and
innovationhave been researchedGilbert (2006) The valuation of cash flow forecasts has been
considered irKaplan, Ruback (1995Yhe effects othetrade liberalization othe costreducing
horizontal mergershave been researched inong, Vousden (1995) The crossborder
acquisitionshave been investigated Budarsanam (1995 he wealth effects in thé&JS bank
takeovershave been considered ithang (1995) The pedicted changein the operational
synergy and thpostacquisition performacein theacquired businessdsmve been discussed in
Brush (1996) The nterestrate exposure andbank mergershave been studied irfEsty,
Narasimhan, Tufano (1996)he hostile takeoversind the correction of managerial failurave
been considered iRranks, Mayer (1996)The M&A transactions strategielsave been privately
discussed irBrighton in the UK in Gerstein (1996) The impact of industry shocks dhe
takeoverand therestructuring activityhave been analyzed Mitchell, Mulherin (1996) The
performance changes arttie shareholder wealth creatiomssociated withthe mergers of
publicly traded banking institutionsave been selected to discus®illoff (1996) The nmarkup
pricing in the mergers and acquisitiortsas been chosen as a research tharBehwert (1996)
The hostility in thetakeovershas been described 8chwert (2000)The value of diversification
during theconglomerate mergevavehas been estimated 8ervaes1996) The mergerswith
the differentiated poducts have been describeth Shapiro (1996) Some issues on the
organizational darning througtthe acquisitionshave been considered \fermeulen, Barkema
(1996) The mrporate cultural fit and performancetime mergers and acquisition®pics have
been discussed Weber (1996)The dfects of megamergersn the efficiency and prices with
the evidence from a bank profit functitiave been presented Akhavein, Berger, Humphrey
(1997) The a&set redeployment, acquisitioasd corporatetgategy in declining industrigsave
beenresearched idnand, Singh (1997An integrative modelor the prediction oflivestiture of
the unrelated acquisitionbas been proposed Bergh (1997) The interesting cycle of research
articles on theMi&A transactionshas been written bapron The attcomes of international
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telecommunications acquisitionsicluding the aalysis ofthe four cases wittthe implications
for the acquisitions theoryhave been discussed @apron, Mitchell (1997) The blateral
resource redeployment atiuke capabilities inprovement, following thdorizontal acquisitions
have been considerad Capron, Mitchell (1998)The esource raeployment, followingthe
horizontal acquisitionsn EuropeandNorth Americain 1988 — 1992have been researched in
Capron, Dussauge, Mitchell (1998)he longterm performance dfiorizontal acquisitionsvith
the multiple empirical evidensef the US and European firmshas been estimated ®apron
(1999a, b) The re-deployment of brands, sales forces, and general marketing management
experise, following the horizontal acquisitionsfrom a resourcéased perspectivieave been
researched i€apron, Hulland (1999)The cases, when tlaEquirersearnthe abnormal returns
have been analyzed f@apron, Pistre (2002)The dianges in the valuelevance of earnings
and book values over the past forty years have been analy@edlims, Maydew, Weiss (1997)
The leadership style anthe postmerger satisfactiorhave been discussed @ovin, Kolenko,
Sightler, Tudor (1997)The mergersrelated problems, including theddershipperformance and
corporate healthhave been thoughtfully discussedRabini, Price, Zollo (1997)The one of
possible explanations dhe premium paid fotthe large acquisitionshas been proposed in
Hayward, Hambrick (1997) The problem: When do firms learn from theiacquisition
experienc®, has been accurately considered, using ¥igeacesrom 1990 — 1995in Hayward
(2002) The international mergerand thewelfare underthe decentralized competition policy
havebeen atdied inHead, Ries (1997)The "wallet game" and its applications in #ugctions
with the almost common valuésivebeen discussed KKlemperer {997) A critical determinant
of the acquisition performancand the CEO rewardshave been presented Kroll, Wright,
Toombs, Leavell (1997An analysis of the effects ahe foreign acquisitions/s the domestic
acquisitionsof the US targetsincludingthe problem opostacquisition turnoveamong theJS
top management teams, has been don€rug, Hegarty (997) A study ofthetop managersm
the multinationals including the prediction on the problem:h@/doesstay and leave after an
acquisition has been madén Krug, Hegarty (2001) The question:Do the long term
shareholders benefit frortine corporate aquisition®, has been answered rmughran, Vijh
(1997) The teory and evidence on tkerporate acquisitionbas been presentedMegginson,
Morgan, Nail (1997)The nodelingof takeover likelihoodhas beemompletedn Powell (1997)
The performance impact of strategiomilarity in the horizontal mergersan the US banking
industryhave been fully explained Ramaswamy (199.7) hetelecommunications mergers and
acquisitionsin the USAhave been studied iRosenberg (1997Yhe cycle of research works o
the M&A transactionsby Siegeland hisco-authorshas been written with the particular research
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focus on the variousl&A effects assessmenihe luman resource management implications
the process ofhe adoption of advanced manufacturing technolopgese been described in
Siegel, Waldman, Youngdahl (199¥he «ill -biased technological chanbas been researched,
using theevidence from a firrevel surveyin Siegel (1999)The problems of thevanership
change, mpductivity, andhuman capital havbeen considered, applying thew evidencefrom
the matched employeemployeedata in Swedish amufacturing in Siegel, Simons, Lindstrom
(2005) The assessment tife effects othe mergers and acquisitioren the firm’s performance,
plant productivity, and workernsas been conducted by matching &meployer -employee data
in Siegel, Simons (2006)he assessmeuwf the effects othe mergers and acquisitionsn the
women and minority employees with the application of the new eviddrm®a the matched
employeremployee dathas been presentedlharsh, Siegel, Simons (2007he evaluaton of
the effects ofthe mergers and acquisitionsn the employeeshas been completed, using the
evidence fromthe matched employeemployee data, isiegel, Simons (20D8The assessment
of the effects othe mergers and acquisitioran the firm’s performanceplant productivity, and
workers, using th@ew evidence from the matched employeemployee datahas been realized
in Siegel, Simons (2010yhe problems, concemmy thecompanieswhich lose the acquisition
gamesbecause of the synergy trapavebeen researched Birower (1997) The question: Did
the mergers improve thé-efficiency and scale efficiency &fS banks in thel980¢€, has been
answered irStavros (197). The small business lending by the banks, involved imtbegers
has been investigated Walraven (1997)A learning perspectiven the nternational expansion
through the startup or acquisitionshas been presented Barkema, Vermeulenl998) The
consolidation inthe US bankingindustry by means of thbanks mergers and acquisitions
including the possiblemplications forthe efficiency and riskhas been studied Boyd, Graham
(1998) The beholds and takeovelsave been researched Bulow, Huang, Klemperer (1998,
1999) The takeoversof privately heldtargets methods of payments, and bidder retunase
been investigated i€hang (1998)An interestinghypothesis thathe bank mergerseduce the
availability of credit to small businesses leen tested iCole, Walraven (1998)t was found
thatthe bank takeover activitis associated witthe greaterrather than reduced availability of
credit to the small businesses i€ole, Walraven (1998)In the next research articl€ole,
Fatemi, Vu (B06) greatly contributed to th&1&A science “1) by investigating whether a
takeover attempsignals theinvestors about the quality of firm management as well as the
quality of thespecific firminvestment under the considerati@yby examining howthe merger
bidsand terminationsffect therelative values of biddeyattempting diversifying and focusing
on thetakeovers3) by using data from th&991 - 200(eriod to reexamine themportant topic
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of who wins and who losesvhenthe mergersare termmated.The M&A transactionshave been
researched idonesT (2009) where it was found that avery M&A transactionis different and
it requiresa special attention t¢éhe detaik and a contingency plan foéhe unknown variables.
The mergersin the open eonomieshave been studied iRalvey (1998) The undervaluation
hypothesisin the crossborder mergers and acquisitiorfsas been researched @onzalez,
Vasconcellos, Kish (1998)he role of manageriahcertives inthe bank acquisitionsluring te
consoidation of the financial exvices ndustry has been discussed idadlock, Houston,
Ryngaert (1998)The energing patterns ithe global telecommunications alliances andrgers
have been discovered ramison (1998)A cas survey of synergy realizatiomaluding the
strategic, organizational, and human resource perspectivibe orergers and acquisitionbas
been described iharsson, Finkelstein (19997 co-competence and motivational approach to
the synergy realizationtoward themerger and acquisitn successas been researched in
Larsson, Brousseau, Driver, Sweet (200d)e first-mover (dis)advantages the M&A process
have been studied ihieberman, Montgomery (1998)he wealth creation versuthe wealth
redistributionin thepure stockfor-stock mergersiave been compared Maquieria, Megginson
Nail (1998) The rational cultural distance anthe crossborder acquisitionperformance have
been investigated iMorosini, Shane, Singh (1998)he value effects ahe bank mergers and
acquisitionsin the banking industry have been determinedPiioff, Santomero (1998)The
difficult complicated questionDo the substantial horizontal mergerngeneratethe significant
price effects? has been answered, using #haédence from the bankingdustry in Prager,
Hannan (1998) Thepostacquisition performance of acquiring firrhes been measured Rau,
Vermaelen (1998)An overview of case studies tife nine mergersith the particular focus on
the efficiency effects of bank mergéras been presenten Rhoades1998) The economic role
of mergersin the USAhas been investigated Andrade, Stafford (1999The rew perspectives
on themergershave been provided iAndrade, Mitchell, Stafford (2001An economic role of
mergershas been revealed hndrade, Stafford (2004 50ome topics on thenlkbwledgetransfer
in theinternational acquisitionkiave been presentedBnesman, Birkinshaw, Nobel (1999he
use of R technique irthe accounting researdh application to the measurements of changes in
the value relevance over the last four decalles been reviewed Brown, Lo, Lys (1999)An
empirical investigatioron the method of comparables ahdtax court valuations ahe private
firms has been conducted Beatty, Riffe, Thompson (1999he knowledge transfer irthe
international acquisitionshas been described iBresman, Birkinshaw, Nobel (1999)he
possible ways to captuthe real valuen the hightech acquisitionshave been described in
Chadhuri, Tabrizi (1999)An empirical assessment dfet residual income valuation models
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been donen Dechow Hutton, Sloan (1999)The straightforward research questidwe you
paying too much for thaacquisitior?, has been discussed Htcles, Lanes, Wilson (199A
behavioral learning perspectiom the influence obrganizational acquisition experienoa the
acquisition performanclas been proposed Hualeblian, Finkelstein (1999)he certain issues
on the orporate cash reserves aadquisitionshave been analyzed idarford (1999) The
driving origins of themerger wavesiave been found iHarford (2005) The tradeoffs between
the buyers andhe sellers inthe merger and acquisitionhave been described Rappaport,
Sirower (1999) The problems of theelerage and corporate performan@pplying the
evidencedrom the unsuccessful takeoversave been researchedSafieddine, Titman (1999)
The effects obanking merger®n theloan contractdias been investigated 8apienza (1999)
The topics the @nsolidationof banking industryand theuniversal bankindiave been considered
in Saunders (1999)The valuation effects obank mergershave been considered Becher
(2000) Thefirst international merger wavéand the fifth and lasdSwave)have been placed in
the center of research interestBlack (2000) The R&D intensity andacquisitionsin the high
technology industrieg;onsidering the evidence from thkS electronic and electrical equipment
industries have been researchéud Blonigen, Taylor (2000)The nstitutional, cultural and
transaction cost influencesn the decision to make tlaequisitionor establish thegreenfield
startup have been considered Brouthers K D, Brouthers L E (20Q0A CEO roundtable
discussion onthe successful mergerbas been conducted iGarey (2000) The \aluation
accuraciesof the price— earnings and priebook benchmark valuation methods have been
discussed irCheng, McNamara (2000Yhe industrial restructuring througthe mergers and
acquisitionsin the @ase ofArgentinain the 1990shas been describaed Chudnovsky (2000An
empirical investigatioron the equity undervaluation atite decisionsyelated tothe repurchase
tender dfers, has been conductedMello, Shroff (200Q)The alvances irthe mergers and
acquisitionsbetween the professionalrsee firms, which &plored theundirected process of the
integration have been researchedémpson (2000)The influence othe corporat@cquisitions
on the behavior of key inventotgs been researched Ernst, Vitt (2000) The cross-border
acquisitionsof US technology assets have been describednkpen, Sundaram, Rockwood
(2000) The ncentives forthe banking megamergefsave been discussed Kane (2000) The
crossborder mergers and acquisitiongith the particular focus on their role the industrial
globalization have been discussedKiang, Johansson (2000 he roleof international strategic
alliances in the industrial globalizationhas been described iKang, Sakai (2000)The
comparison of thecquisitionsandthe divestitureshas been ahe inMulherin, Boone (2000)
The role of retaining human capital time acquisitionsof high-tech firms has been discussed in
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Ranft, Lord (200Q)A review on the influence of cultural compatibility within therossborder
acquisitionshas been discussaa Schoenberg (2000) he hostility in the takeovershas been
uncovered iSchwert (2000)An empirical examination of motives féie foreign acquisitions
of USfirms has been completed 8eth, Song, Pettit (20Q0)he daracteristics ofmerging firms
have been described iBorensen (2000)The corporate takeoversstrategic objectives, and
acquiringfirm shareholder wealtthave been reviewed Walker (2000) The determinants of
US bank failures andgcquisitionshave been provided inWheelock, Wilson (2). The cross
border mergerandacquisitionsanalysis haveen presented World Investment Report (2000)
A longitudinal study on thdechnological acquisitionsand the innovation performance of
acquiring firmshas been conducted Ahuja, Katila (200). The probability of failure, survival
andacquisition of firmsin thefinancial distress has been discussedstebro, Winter (2001)
The eecutive retention andcquisitionoutcomeshave been considered Bergh (2001) The
CEO compensation antdank megers have been reviewed iBliss, Rosen (2001)he cross
border bank mergereave been analyzed Buch, Delong (2001)fhe aymmetric information,
bargaining, andnternational mergerdiave been studied iDas, Sengupta (2001Themergers
and acquisitbnsthrough an intellectual capital perspecthave been considered Gupta, Ross
(2001) The merger policiesand trade liberalizatiohave been researched Horn, Levinsohn
(2001) The mergerand technological change 1885 - 199&have been selected as a subject of
research inJovanovic, Rousseau (200I)he Q-theory of mergershas been proposed in
Jovanovic, Rousseau (2002&@he proposition on thenergersas a reallocatiohas been placed
at the center of discussion Wovanovic, Rousseau (2002bhe question:Are the @sh
acquisitionsassociated wittihe ketter postcombination operating performance thidne stock
acquisition®, has been answered innn, Switzer (2001)Considering themarket for the
corporate ssets, the following two questionsvieabeen raisedt) Who engages irthe mergers
and asset saleand?2) Are therethe efficiency gains? in Maksimovic, Phillips (2001)The role
of managerial incentives ithe corporate acquisitiongn the 1990shas been discussed Worth
(2001) The evidence orthe mergers and acquisitionsas been presentedRaulter (2001) The
business valuation discounts and premiumse been estimated Pratt (2001) The karning
through the acquisitions process has been described \iermeulen, Barkema (2001The
absolute and relative resources the determinants ofinternational acquisitionsave been
investigated inrAnand, Delios (2002)he effects othe partners’ heterogeneity of experierme
the corporate acquisitiondhave been researched Beckman, Haunschild (2002Jhe main
problems on thesalesforce optimization after the merger have been researched Bekier,
Shelton (2002) A valuationbased approach to the selection of comparable firms has been
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explored inBhojraj, Lee (2002) The ®rporate govermece in the case of therossborder
mergershas been researchedBmis, Cabolis (2002)The problem: What dthe returns tothe
acquiring firmstell us? has been researched, usihg ezidence fromthe firms that make many
acquisitionsin Fuller, Netter, Stegemoller (2002)The mergers, acquisitionsand corporate
restructurings have been researchad Gaughan (2002) The effect of the mergers and
acquisitionson the technological performance of companies in a-tagh environmentias been
researchedn Hagedoorn, Duysters (2002)he comparison of international strategsesh as
the acquisitions strategy versughe greenfield investmentstrategy has been conducted in
Harzing (2002) The question: When dite firms learn from theiacquisition experienée has
been answered, using tlevidencesfrom 1990 — 1995in Hayward (2002) The @erating
performance and thmethod of payments ithe takeovershave been discussed lieron, Lie
(2002) A beginner’'s gide on the mplications ofcrossborder mergersand acquisitionsby
TNGs in developing countries: has been published.ali (2002) A grounded model of
acquisition implementatiohas been proposed Ranft, Lord (2002) The mplications forthe
small firmsof global industrial restructuringave been stield in Sakai (2002)The pedictions
of the successful takeove@nd the risk arbitrage have been investigated Branch, Taewon
(2003) The hdding wars ovethe R&D intensive firmso obtain thecorporate contrdhave been
documented ilCoff (2003) The marketvaluations in the new economy have been investigated in
Core, Guay, Van Buskirk (2003)he crossborder mergers and acquisitions wagkthe late
1990shas been registered Evenett (2003)The questionWhat can go wrong and how to
prevent itin the process ofhe merger®, has been at the focus of researclaughan (2003)
An international comparisoaf the effects oimergershas been completed @&ugler, Mueller,
Yurtoglu, Zulehner (2003 he effect ofmergerson thecompany employment in tHdSAand
Europe has been researched Gugler, Yurtoglu (2004)Officer with his ceauthorswrote a
cycle of research articles on tiM&A transactions For instance, theetmination fees irthe
mergers and acquisitionsave been determined @fficer (2003. The llars and renegotiation
in the mergers and acquisitionsave beemesearched iOfficer (2004) The market pricing of
implicit options inthe merger collardhas been described @fficer (2006) The research on the
acquisition discountdor the uristed targetswith the determination of the price of corporate
liquidity has been completed @fficer (2007) King conducted a advanced researgirogram
on the M&A transactionsat the Wright Peterson Air Force Bas@ Ohio in the USA For
example, the investigation on thgegration ofacquired firmsin the hightechnology industries
has been completed King, Driessnack (2003)Some issues on the complementary resources
and the exploitation of technological innovatidres/e been considered King, Covin, Hegarty
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(2003) The netaanalyses ofpostacquisition performancan King, Dalton, Daily, Covin
(2004) The ondholder wealth effects ihe mergers and acquisitiortsave been characterized,
usingthe rew evidence from th&980sand 1990sin Billett, Tao-Hsien, King, Mauer (2004)
The performance implications of firm resource interactions inabguisitionof R&D-intensive
firms have been analyzad King, Slotegraaf, Kesner (20Q8Jhe ntegration trad®ffs in the
technologygrafting acquisitionshave been identified irPuranam, Singh, Zollo (2003Yhe
mergerstrendshave also been researchedSechonfeld, Malik (2003)An explorative studyon
the relationship between the acquisitions, divestitures and innovations has been condated i
Beers, Sdowski (2003)The mergers and acquisitions the telecommunications industijave
been studied iWarf (2003) The applied mergers and acquisitiofsave been researched in
Bruner (2004. The mandatory bidssqueezeut, selFout and the dynamics dende offer
procesdave been researchedBarkart, Panunzi (2004)he secrets aguccessful mergetsave
been revealed i€amara, Renjen (2004An empirical investigation of earlgnover advantages
in acquisitions has been completedCarow, Heron, Saxto(2004) The ources of gains ithe
horizontal mergershave been identified, using tleeidences from the customers, suppliegnd
rival firms, in Feea, Thomas (2004)'’he CEGs compensationsand ncentives, have been
researched, using theszidencesfrom the M&A bonuses, inGrinstein (2004) The personal
bendits, obtained byCEOs whose frms are acquired, have been researchddaitzell, Ofek,
Yermack(2004) The merger profitability and the trade policyhave been evaluated Huck,
Konrad (2004) The bank mergershave been researched kumphrey, Vale (2004)The
progress in thenergers and acquisitionfias been documented Javidan, Pablo, Singh, Hitt,
Jemison (2004)The merger policyand its impact on thenovationhas been researchedKatz,
Shelaski (2004) The nature of discipline bthe corporate takeoverbas been investigated in
Kini, Kracaw, Mian (2004) The pice pressure arounthe mergershas been researcheul
Mitchell, Pulvino, Stafford (2004 he firm sizeand thegainsfrom the acquisitionshave been
estimated inMoeller, Schlingemann, Stultz (20044 comparison betweethe crossborder
acquisitionsand thedomestic acquisitionBas been conducted oeller, Schlingemann (2005)
The interesting problem: How dbe diversity of opinion andhe information asymmetry affect
the acquirer return®, has been researchedhtoeller, Schlingemann, Stulz (200A) surveyby
the CFOson themerger motivesindtarget valuationin Mukherjee, Kiymaz, Baker (2004)he
gains inthe bank mergersvith the &idencesfrom the bond marketsave been researched in
Penas, Unal (2004)The merger programsand compensatiomave been studied iRosen
(2004) The aosseountry determinants ahe mergers and acquisitionsave been found in

Rossi, Volpin (2004)Some research topics on tresourcesllocationin theacquisitionshave
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been explored irsaxton, Dollinger (2004)A review of research and recommendatians the
theoretical foundations ahe crossborder mergers and acquisitionsas been conducted i
Shimizu, Hitt, Vaidyanath, Pisano (2004he postacquisition strategiesand theintegration
capability in the US bank mergersn Zollo, Singh (2004)The M&A performancehas been
considered irZollo, Meier (2008) The important issues on therporatebusiness valuation for
the mergers and acquisitionsavebeen studied ii\luko, Amidu (2005)The valuation forthe
mergers, buyoutandrestructuringhas been completed #rzac (2005) The generation of the
merger wavedy the crossborder mergers and agisitionshas been considered Brakman,
Garretsen, Van Marrewijk (2005)The bank consolidation throughe merger of Fleet and
BankBostorhas been studied i@alomiris, Pornrojnangkool (2005An empirical analysis of
the possibleampacs of theM&As on theR&D procesdn the companies has been conducted in
Cassiman, Colombo, Garrone, Veugelers (20058E influence of thenergers and acquisitions
on the ability of companies to innovatas been researched @assiman, Colombo (20063
conceptual fram&ork on theM&A and innovatiorhas been created ®assiman, Ueda (2006)
The @nsolidation in the wireless phone industry in ti@Ahas been described Fox (2005) A
theory of preemptive mergehnsis been proposed kridolfsson, Stennek (20053n exploratory
analysis ofreverse takeoversas been completed faleason, Rosenthal, Wiggins (200%he
assessment agheinternational mergers and acquisitioas amode of foreign direct investment
has been conducted iBloberman, Shapiro (2005)5ome topicson the measurement and
management of theompaniesralueshavebeen researched Boedhart, Koller, Wessels (2005)
A newtheory of mergers and merger waves been formulated @orton, Khal, Rosen (2005)
The multinationals andhe global capitalism fom the nineteentltenturyto the twentyfirst
centuryhave been accurately describedlanes (2005)The postimerger perfomanceof bank
holding companies iMn987-1998has been discussed Knapp, Gart, Becher (2005)The
problem of emotions managemenh the mergers and acquisitionsas been discussed in
Kusstatscher, Cooper (2009)he various impacts afhareholder contran themerger payoffs
have been explained Moeller (2005) The dfect of thefood industry mergers and acquisitions
on the employrant and wages has been determine@®limger, Nguyen, Blayney, Chambers,
Nelson (2005)A review of recent researan the banking consolidation and the small business
lending in theUSAhas been done i@u (2005) The effect ofmergers and acquisitionan the
small business lending lihe large bankdas been revealed PM KeyPoint LLC (2005)The
impact oftheacquisitions orthe innovationias been analyzed Rrabhu, Chandy, Ellis (2005)
The need for a hybrid approach in the organizational integrati theacquired biotechnology
companiesnto the pharmaceutical compantess been evidently presentedSchweizer (2005)
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The industry structure anthe horizontal takeoversthrough the prism of annalysis ofthe
wealth effects omtherivals, supplies, and corporate customers have been researcl@thhrur
(2005) The crossborder mergers and acquisitions the conditions of variougternational
economicshave been considered Brakman, Garretsen, Van Marrewijk (2008) review and
the detailedresearch agenda, which answers the quesWdmat have weacquiredand what
should weacquirein thedivestiture research?, has been outlineBrauer (2006) The problem:
How have borrowers fared the banking megamerge?shas been investigated Garow, Kane,
Narayanan (2006)The mergers and acquisitiongith their effect on the innovative performance
of companies inthe hightech industrieshave been discussed @lodt, Hagedoorn, Van
Kranenburg (2006)The questiondDoesthe investors misevaluatialrive the takeover market?
has been considered Dong, Hirschleifer, Richardson, Teoh (2008he crossborder merger
waveshave been detected Fumagalli, Vasconcelos (2006)he R&D investment level anthe
businessenvironment ashe predictors ofthe firm’s acquisition have been at the center of
consideration inHeeley, King, Covin (2006)The outsourcing ofthe R&D through the
acquisitionsin the pharmaceutical industhas been discussed kiggins, Rodriguez (2006)
The national mergersversusthe international mergersn the conditions of unionized oligopoly
has been raised ihommerud, Straume, Sorgard (2008he problem on the disruption of
inventors inthe acquired companiesnamely theacquisition integrationand the productivity
losses in th technical core, has been formulatedParuchuri, Nerkar, Hambrick (2006 he
management othe coordinatiorautonomy dilemma inthe technology acquisitionswhen
building the organization with the particular focus on the innovation, has been redaarche
Puranam, Singh, Zollo (2006)The international mergershave been considered with the
particular attention on th@centives and welfar@ Qiu, Zhou (2006)The international linkages
betweenthe trade andthe merger policieshave been established 8aggi, Yildiz (2006)The
comparable transactioranalysis and data manipulatioliring theM&A processedools have
been developed ischnoor (2006a, b)The iterature review orM&A and R&D with the
particular stress othe innovation impasthas been dwe in Veugelers (2006)The foreign
currency exposure and hedging processes by meansfoféign acquisitionhave been studied
in Bartram, Burns, Helwege (2007he mergersin themultidimensional competitiohave been
deeply analyzed iavidson, Ferrett (2007)The information spillovers in the execution and
valuation ofthe commercial bank M&As, using the principles of learning by observing, have
been researched iDeLong, DeYoung (200.7The multi-sided platform businessémve been
studied by crating an empirical framework with an application tiee Google’spurchase othe
DoubleClick in Evans, Noel (2007)The mergers and acquisitionsn conditions of the
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globalization have been researchedHantson (2007) The trends and determinants thie
megers and acquisitiongn the developing countries in990shave been reviewed iKamaly
(2007) The impact othe acquisitiononthe innovation performance by threventorsas well as
the productivity of companyat the semiconductor companid¢smve been searched irkKapoor,
Lim (2007a, b) The acounting forthe distress inthe bank mergershas been analyzed in
Koetter, Bos, Heid, Kolari, Kool, Porath (2007The acquisition premiums subsequent
workforce reductions angbostacquisition performanchave ben investigated iKrishnan, Hitt,
Park (2007) The astomer information lgaringin the result ofthe completedVI&A deal has
been researched Kim, Choi (2007) The corporate governancandthe acquirer returnshave
been considered iMasulis, Wang, Xie2007) The crossborder mergersasthe instruments of
comparative advantage have been studiedNaary (2007) The crossborder mergers and
acquisitionsvs greenfield foreign direct investmehtive been investigated Mocke, Yeaple
(2007) A new evidencefrom the corporate takeover markdias been presented Boone,
Mulherin (2008) The mergers corporate control and governance issugaing from the
principles of corporate financehave been described iBrealy (2008a, h) The tade
liberalization and idustrial restructuring througlithe mergers and acquisitionbave been
discussed iBreinlich (2008) The mergers acquisitions and other restructuring activitiésive
been studied irDePamphilis (2008)The narket valuations of statp ventures around e¢h
technology bubblehave been investigated iGavious, Schwartz (2008)'he postimerger
restructuring and theboundaries of the firmhave been researched Maksimovic, Phillips,
Prabhala (2008) The dobalization and profitability ofthe crossborder mergrs and
acquisitionshave been considered Morback, Persson (2008a)he crossborder mergers &
acquisitions policyin service marketdias been studied iNorback, Persson (2008bYhe
efficiency and tax revenuesssuesat the crossborder mergers & acqgaitions have been
researched inNorback, Persson, Vlachos (2009)he strategic merger wavedave been
researched inToxvaerd (2008) The fnancial distress andhe firm's exit, including the
determinants of involuntary exits, voluntary liquidations aedtructuring exitshave been
researched irBalcaen, Buyze, Ooghe (2009 review of literature on the mergers and
acquisitions of financial institutionsfter 2000has been created PeYoung, Evanoff, Molyneux
(2009) The problem orthe added valuduring the firm valuation bythe financial expertdas
been considered iBlnathan, Gavious, Hauser (2009he mergers andacquisitionsreviewhas
been published idones K (2009)The mergersand innovation irthe big pharma have been
researched i@rnaghi 2009) The questionDo the mergersimprove the informationsing the
research wddencesrom the loan marketas been clarified iRanetta, Schivardi, Shum (2009)

21



The roteson the postmerger integratiorhave been compiled iRatel, Bourgeois (2009 he
basicsof the mergers & acquisitionhave been described Wong (2009) The stock market
bubble effects otthe mergers and acquisitiortsave been researchedAharon, Gavious, Yosef
(2010) Theacquisitionsas a response the deregulationgoing from the &idencedn the cable
television industryin Canada have been researched Byrne (2010) The hdders’ strategic
timing of acquisition announcemerasid the effects of payment methodtbatarget returns and
competing bid$ave been researched@men, Chou, Lee (201I)he anticipation,acquisitions
and bidder returns topid¢save been considered in detailslia, Song, Walkling (2011A large
sample study of thenergers and acquisitionfsom 1992to 2009 including the implications of
data sceens orthemerger and acquisition analysibas been conducted Netter, Stegemoller,
Wintoki (2011) The pactical aspecisregarding thestages ofmergersthroughthe company
acquisition have been discussed Rus (2012) The possiblereasons: Whydo me targets
acceptthe very low and even negative takeover premiynigve been identified iWeitzel,
Kling (2012)

The Asian and AustralianM&A subject experthave beerworked hard to make the
advanced research on tM&A transactionsin Asia during therecent yearsThe aoss border
M&As in the crisisaffected Asia have been analyzed IdNCTAD (2000) An analysis of
mergersin the private corporate sector limdia has been done iBeena (2000)The impact of
market cycle on thperformance othe Singapre acquirershas been investigated Rangarkar
(2004) A comparative perspectiieward the understanding of timeergerwavein the Indian
corporate sctorhas been suggested Beena (2004)An exploratory analysis orhé mergers
and acquisitionsin the Indian pharmaceutical industry iBeena (2006a)The mergers and
acquisitions in the Indian pharmaceutical industry, including theiratare, structure and
performancehave been researchedBeena (2006b)The overseas mergers and acquisitidns
the Indan enterprises, including theiraperns and motivationshave been researched in
Pradhan, Abraham (2005) The most complicated problemWhich is the best
internationalization strategy fahe Indian pharmaceutical enterpriseBhe overseas acquisition
versusthe greenfield foreign investmefit has been researchigdPradhan, Alakshendra (2006)
The gowth of Indian multinationals in th&Vorld economyincluding some implications faheir
developmenthas been considered Pradhan (2007a) The modern rends and patterns of
overseas acquisitionsy the Indian multinationalshave been discovered FPradhan (2007h)
The causes and consequencesrobsborder acquisitionsn a transition economy, using the
1998 - 2006deal data for targete@hineseand Indian firms andforeign acquirers have been
examined inNagano, Yuan (2007xonfirming the fact that that recent increase in theross
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border acquisitioncontributed to th&ross Domestic Produ¢GDP) growth inP.R. Chinaand
India. The kank consolidation anthe soft information acquisitioin the small business lending
in Japanhas been researchadOgura, Uchida (2007)The mergers and acquisitioria Japan,
Germany, France, the UKndUSAhave been explained dackson, Miyajima (2007The M&A
mana@mentfrom the strategic intent téhe integration, including the consideration oniB€’s
acquisitionof the IBP in India, has been analyzed Wenkiteswaran (2008)'he nternation&
venturing emerging paradigms consideration in the framessbfidy 6 the Indian IT industry
has been performed Marma (2008) The dfect of the mergers and acquisitionsn themarket
concentration and interest spreadPakistanhas been researched Mehwish, Kayani, Javid
(2012)

The EuropeanM&A transactionstrendshave beeranalyzedoy the Europeanscientists
in their various research articlefhe economics and politics &uropean merger contrdlave
been selected as the main research topitéeiren, Nuttall, Seabright (1993)he evolutionary
characteristics ofcquisitionsin Francein 1959 — 199%have been identified iDerhy (1995)
The effectof the mergers and acquisitionen the efficiency and profitability oEC credit
institutionshas been evaluated Wennet (1996)The wealth creation anthe bidresistace in
the UK takeover bid$ave been researchedHioll, Kyriazis (1997) The research problem such
as: @n the mergersfoster the efficiency? in the conditions, when the introducesgulation
fostess the mergersin the Italian researched case, has bemralyzedin Resti (1998) The
Europeanlessons orthe consolidation inthe banking industry have been provided Boot
(1999) Thestudy on the economics bank mergeren the European Uniorhas been completed
in Dermine (1999)The problemWhy do banksnergein the conditions of financial cristsshas
been clearly answered and further researched with the particular interestult dpectrum of
possible mplications forthe banking industry and the policggulationin Italy in Focarelli,
Fabio, Salleo (1999)Focarelli, Panetta, Salleo (2002frocarelli, Panetta, Salleo (2003The
mergers and shareholder wealit the Europeanbankinghas been evaluated @yboOttone,
Murgia (2000) The pivatization and foreign direct investment @entral and Easern Europe
have been researchedHinya, Kalotay (2000)The toeholds, bijumps and expected pajfs
in the takeovershave been considered Betton, Eckbo (2000)The corporate takeovertave
been considered iBetton, Eckbo, Thorburn (2008yhe merge negotiationsand the toehold
puzzle have been studied Betton, Eckbo, Thorburn (20Q9fhe dficiency gains fromthe
mergersin the European eonomyhave been evaluated Roeller, Stenneck, Verboven (2001)
The banking culture idtalian financial sysem has been discussad Carretta (2001) The
banking culture in thétalian financial systenhas been further analyzed @uarretta, Farina,
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Schwizer (2005a) The “culture of compliance” between the banks anthe supervisory
authoritiesin the Italian financial systemincluding the management of the reputation, investor
relation, corporate governance and leaderdiap been discussed @Garretta, Farina, Schwizer
(2005b) The change management in the procespast merger integratiomf banks in the
Italian financial systemhas been described Darretta (2007) The M&As and post merger
integratiors in the Italian banking industryhave been considered @arretta, Farina, Schwizer
(2008) The narket access strategies in tB®) banking sectorhave been westigated in
Beckmann, Eppendorfer, Neimke (200l)e cycle of research articles Bonyonand his ce
authors greatly contributed to tM&A transactions understanding the UK. The impact othe
mergers and acquisition®n the company employment in th&nited Kingdomhas been
investigated inConyon, Girma, Thompson, Wright (20028he question:Do the hostile
mergersdestroy jobs?has been discussed @onyon, Girma, Thompson, Wright (2002blpe
productivity and wage effects dbreign acquisitionsin the United Kingdomhave been
investigated inConyon, Girma, Thompson, Wright (200ZEhe question: Do the agesrise or
fall after themergef, has been answered @onyon, Girma, Thompson, Wright (200Fhe
effectof foreign acquisition®nthe total factor productivityin the manufacturing industry in the
UK in 1987 — 199%has been outlined iHlarris, Robinson (2002)An analysis ofthe mergers
and acquisitionsin the Turkish banking sector has been conductedMomcu, Zenginobuz
(2002) The mergers ad acquisitionin Germanyhave been studied i8chmid, Wahrenburg
(2002) An economic perspective on tleerporate governancen Germanyhas been presented
in Schmidt (2003)The people, culture and politics impacts on ¢hessborder mergershave
been chracterizedy theDanishscientists inSoderberg, Vaar§2003) A qualitative eviewon
the impact by the cultural differences on tmerger and acquisition performand®s been
reported inDenmarkin Stahl, Voigt (2003)The UK evidence®n the glamour acquirers, method
of payment andoostacquisition performancénave been presented Budarsanam, Mahate
(2003) The effect ofmergers and acquisitionsen the bank efficiency inGreecehas been
analyzed inAthanasoglou, Brissimis (2004)he M&A success irthe European bank mergers
and acquisitiondhas been determined Beitel, Schiereck, Wahrenburg (200Fhe eonomic
integration and the pfidability of crossborder mergers and acquisitiomgve been investigated
in Bjorvatn (2004) The cdmestic plants’ mployment andsurvival propects after théoreign
acquisitionhave been discussed @Girma, Gorg (2004) The $areholder wealth effects te
European domestic and crebsrder takeover bideave been described @oergen, Renneboog
(2004) The ®rporategovernance convergence, has been investigated, applyingitlenaes
from thetakeover regulation reformis Europein Goergen, Martynova, Renneboog (2008)e
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triggers, performance and motives of tiakeover wavesiave been described Martynova,
Remeboog (2005)The mergers and acquisitions Europehave beeraccurately characterized
in Martynova, Renneboog2006) The Finish perspective on thecquiring and acquired
companieshas been proposed ehto, Lehtoranta (2004)he employment effects ahergers
have been analyzed irehto, Bockerman (2006An eventstudy of M&As in the European
banking industrywith the particular interest in theliversification problem versus the
specialzation problem has been completedliepetit, Patry, Rous (2004)he economics of the
proposedeuropean takeover directiieas been studied McCahery, Renneboog, Ritter, Haller
(2004) The macroeconomic determinants tife crossborder mergers and acquisitiorfsave
been studied, using thEuropeanand Asian evidences in Aminian, Campart (2005)The
question: Did the concentration orthe core competencies drivihe merger and acquisition
activities in the19902, has been researched, using the empirical evidenc&ermany in
Hussinger (2005)The dsorptive capacity anthe postacquisition inventor productivitafter
the M&A dealsin Germanyhave been investigated iussinger (2010, 2012The nodelling of
the Europeanmergers including thetheory, competition and case studieas been performed in
Roller (2005) The impact orthe UK acquirersof thedomestic crosdorder public and private
acquisitionshas been investigated t@onn, Cosh, Guest, Hughes (200bhe case of cross
borderM&A activity has been researchedn Giovanni (2005) The choice ofpaymentmethod
in European mergers and acquisitionas been considered Faccio, Masulis (2005)Some
problems on theal/dopment of the country multinationatave been found to exist krancein
Aykut, Goldstein (2006)The determinants ahe mergers and bdruptciesin Switzerlandin
1995 - 200thave been found iBuehler, Kaiser, Jaeger (2006)he M&A performancen the
European financial industripas been selected as a subject of main research inte@smipa,
Hernando (2006)The @rporate governance and the agency costiseadebt and outside equity
have been researchedSailagyi (2007)The corporate finance iNorway, including the apital
structure and hybrid capitdlas been studied Mjgs (2007) The taxationof the foreign profits
in the cases of thaternational mergers and acquisitionsonsidering the source versus the
residence based taxatidmasbeen evidently described Becker, Fuest (2007a, .byhe dange
managementluring thepost merger integratiom the case of th&nicredit group inltaly has
been researched Farina (2007) The mergers & acquisitionsndthe innovation performance
in the telecommunications equipment industryGermanyhave been discussed @antumur,
Stephan (2007)rhe macroeconomic determinants of tness border mergers and acquisitions
andgreenfield investmentsave been defined iNeto, Brandao, Cerqueira (2008a)jhe impact

of FDI, cross border mergerandacquisitionsandgreenfield investmentsn economic growth
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has been evaluated iNeto, Branddo, Cerqueira (2008bYhe mergers, acquisitionsand
technological regimesgoing from he Europeanexperience over the periaaf 2002 — 2005,
have been presented Damiani, Pompei (2008)I'he acquisitions divestituresandinnovation
performancen the Nethelands have been extensively researchedMan Beers, Dekker (20Q9)
The two centralproblems in theM&A transactionscompletion processl) the reasons why
acquisitionsanddivestituresoccur, and?) the impact ofacquisitionsand divestitureson firms’
innovation performangenave been considered in details\ian Beers, Dekker (20Q9The
business problemDo financial conglomeratesreate ordestroy valu@, going fromthe EU
evidenceshas been discussed Van Lelyveld, Knot (2009)rhe gock price reation to the
M&A announcementatthe London Stock Exchandmas beemhoughtfullyresearched iSpyrou,
Siougle (201Q)The new logic of the merger and acquisition pricingusing the accumulated
knowledge base iGGermany has been explained lrenz (2010) The impact by theEuropean
bank mergersn the bidder éfaultrisk has been estimatéwl Vallascas, Hegendorff (201Ihe
crossborder mergersand market segmentatidrave been described @haudhuri (2011)The
dynamics ofM&A transactionsduringthe reentcrisisin the European banking sectdras been
investigated irBeltratti, Paladino (2011)Themerger and acquisition performanoéEuropean
bankshas been researched Asimakopoulos, Athanasoglou (201The bank mergers and
acquisitionsand thelending relationshipan Norway have been considered hetland, Mjgs
(2011) The mmpetition protection anthe Philip Kotler's strategic recommendatignscluding
some issues on thd&A transactionsin Poland have been researchedkornalczyk (2012)
The overview ofthe mergers & acquisitions Switzerlandn 2012and outlook fothe mergers
& acquisitionsin 2013 have been presented Pfister, Kerler, Valk, Prien, Peyer, Kuhn,
Hintermann, Ljaskowsky, Arnet (2013)he global trends in thenternationd mergers and
acquisitionsgn the financial sector and theirs featuret/kraine have been explored Bhumska,
Stepanenkaypovyk (2013)The next big luxuryM&A targetsin 2014 have been analyzed in
Friedman (2013)

We would like to explain thatnithis research articlethe authorsprefer tolimit our
researchconsiderations byan assumption that theelection of themergers and acquisitions
transactions strategietmkesplace in thediffusiontype financial systema theimperfect highly
volatile global capital marketswith the nonlinearities.Since the time, when the firhancial
systers were established to govern the money maskietBagehot (1873, 189/Fisher (1892)
the diffusion theoryhas been frequently applied to accurately charactenzdiffusion -type
financial system# thefinances.The multiple evidences of the fattatthe diffusion processes

have theconsiderablenfluenceson the variougconophysicaindeconometrial parameterof
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the diffusiontype financial systemisave leen described Bachelier (1900)Volterra (1906),

Slutsky (1910, 1912, 1913, 1914, 1915, 1922a, b, 1923a, b c, 1925a, b, 1926, 1927a, b, 192

1935, 1937a, b, 1942Psborne (1959)Alexander (1961), Shiryaev (1961, 1963, 1964, 1965,

1967, 1978, 1998a, b, 2002, 2008a, b, 2010), Grigelionis, Shiryaev (1966), Graversen, Peskir
Shiryaev (2001), Kallsen, Shiryaev (2001, 2002), Jacod, Shiryaev (2003), Peskir, Shiryaev
(2006), Feinberg, Shiryaev (2006), du Toit, Peskir, Shiryaev (2007), Eberlein, Papapantoleon
Shiryaev (2008, 2009), Shiryaev, Zryumov (2009), Shiryaev, Novikov (2009), Gapeev, Shiryae

(2010), Karatzas, Shiryaev, Shkolnikov (20Bljiryaev, Zhitlukhin (2012), Zhitlukhin, Shiryaev
(2012), Feinberg, Mandava, Shiryaev (20183erlof, Stiglitz (186), Rothschild, Stiglitz (1976),
Stiglitz, Weiss (1981), Richiardi, Gallegati, Greenwald, Stiglitz (200&ffee, Russell (1976)

Leland, Pyle (1977)Bernanke (1979, 2002, 2004, 2007, 2009a, b, c, d, e, 2010a, b, 2012a, b,

2013a, b, c, d, e, f, g,)hBernanke, Blinder (1992), Bernanke, Gertler (1995), Bernanke,
Reinhart (2004), Bernanke, Reinhart, Sack (20@Brnanke, Blanchard, Summers, Weber
(2013) Shiller, Pound (1989)Conley, Hansen, Luttmer, Scheinkman (19%tbck, Watson

(2002), Xiaohong Chen, Hansen, Carrasco (2009), Ledenyov D O, Ledenyov V O (2013f, g, h, i)

Finally, we would like to say thahis short condensegsearch articlen theselection

and implementation of thmergers and acquisitions transactions strategethe diffusion -type

financial systemsn the highly volatile global capital marketsith the nonlinearities,has the

three mairresearchgoals

1.

to presenthe extensive review on the current stateaegearch on thmergers and
acquisitions transactions strategisslet¢ion andimplementationn thediffusion -
type financial system@ the highly volatile global capital marketwith the
nonlinearities

to report the innovative research proposals and cetilyg research results
the mergers and acquisitions transamts implementation strategie® the
diffusion -type financial systema the highly volatile global capital markeigth
thenonlinearities

to enhance our general understandingttan nature otthe nonlinearities in the
financesin Ledenyov V O, Ledeny® O (2012a, h)Ledenyov D O, Ledenyov V
O (2012c, d)Ledenyov D O, Ledenyov V O (2013a, b, ¢, d, e, f, g, h, 1)

As always we would like to comment thaisinnovative researcharticle explores the

subject of our research interest, usihg extended knowledge basetbe nonlinearities in the

microwave superconductivity Ledenyov D O, Ledenyov V O (2012¢)
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Mergers and Acquisitionstransactions. Review on lusiness valuation

methodologies and comparable transactions analysi®chniques

We would liketo continuethis research article by writirgclear definition of thévierger
and Acquisition (M&A) transactiom Wikipedia (2013) Mergers and acquisitions (M&A) is
an aspect of corporate strategy, corporate finance and management dealing withuyieg,
selling, dividing and combining of different companies and similar entities thah delp an
enterprise grow rapidly in its sector or location of origin, or a new field or newalton,
without creating a subsidiary, other childngity or using a jointventure’”

Let usprovidea few more possible definitions of tHd&A transactiongiven by other
researchers.

JonesK (2009)defines theM&A transactionas: “Mergers and acquisitionsefers to the
corporate strategy, financeand managemernthat deals wittthe buying, selling, and combining
of companies; mergers and acquisitions can finance or help a groangany in a given
industry expand rapidly without the necessity of creating another business Wikipedia
(2009) The ultimate goal of a merger s createvalue Value can only be created when the
value of Company A+ Company Bis greater than the value Gompany Aand Company B
separately.

Fornalczyk (2012)writes: “Mergers and acquisitions (M&Adffer an alternative to
strategic alliances in der to strengthen market position. Mergers result in higher concentration
of assets in the hands of a single company, the outcome of acquisitions is the creation an
expansion of capital groups. Competition law treats a capital group as one ece@mbity
because subsidiaries are coordinated by the dominant company within the group.”

Brakman, Garretsen, Van Marrewijk (2008¥plain the general motivation behind the
M&A deals Following Neary (2004a)various motives forM&As can be distinguished in
generalln theIndustrial Organization (IO)iterature two basic motives stand out: efficiency
motiveand astrategic motiveEfficiency gainsrise because takeovers increase synergy between
firms that increase economies of scale or scope. Furthermore, fretnategic perspective
M&As might change the market structure and as such have an impact on firm profits, which
might even be reduced to zero (this is thealted merger paradox Salant et al(1983).” It
makes sens® add thatlie M&A main purposesandbusiness transformation goals may include
in Wikipedia (2013)
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10.

11.

12.

Economy of scaleéhe optimization of combined company by removing duplicate
departments or operations, lowering the costs of the company relative to the same
revenue stream, thus increagiprofit margins.

Economy of scopethe optimization of combined company by increasing or
decreasing the scope of marketing and distribution of different types of products.
Increase of revenue or market shatiee combined company increase its market
power (by capturing increased market share) to set prices.

Crossselling the combined company will increase the customer base.

Synergy the combined company will have the opportunities of managerial
specialization, increased order size argbamted bulkbuying discounts.

Taxation the combined profitable company can buy the loss making companies
reduce itdax liability.

Geographical or other diversificatiorthe combined company will smooth the
earnings results of a company, which over the long term smoothens the stock
price of a company, giving conservative investors more confidence in investing in
the canpany.

Resource transferthe combined compangesources can create value through
either overcoming information asymmetry or by combining scarce nesau

Vertical integration Vertical integration occurs when an upstream and
downstream firm merge (or one acquires the other). There are several reasons fo
this to occur. One reason is #aternalizean externality problem. A common
example of such an &rnality is double marginalization. Double marginalization
occurs when both the upstream and downstream firms have monopoly power and
each firm reduces output from the competitive level to the monopoly level,
creating two deadweight losses. Following agee, the vertically integrated firm

can collect one deadweight loss by setting the downstream firm's output to the
competitive level. This increases profits and consumer surplusedyer that
creates a vertically integted firm can be profitable.

Hiring: the combined company willse theacquisitions as an alternative to the
normal hiring process

Absorption the combined companwill absorb thesimilar busnesses under
single management

Diversification the combined companyay expect tohedge against downturn

in an individual industry.
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13. Manager's compensatiothe senior management team at the combined company
may expect to increase their executive compensdiased on the total amount of
profit of the company, instead of the profit per share, which would give the team a
perverse incentive to buy companies to increase the total profit while dagreasi
the profit per share (which hurts the owners of the company, the shareholders).
There arghe threeM&A transactions main categoriesas explained idores T (2009):
“Typically, there are three categories of mergers:
1. Horizontal,
2. Vertical, and
3. Conglomerate/versification
Additional subcategories include prodasttension merger, purchase merger, consolidation
merger, accretive merger, and dilutive merger.

Jones T (2009provides the following definitions fahe three main M&A transactions

categories:
1. “A horizontal mergers a merger of two companies in the same line of business.
2. Vertical mergersanvolve companies that cater to different stages of production.
The buyer expands back toward the source of raw materials or forward in the
direction of the customer.
3. A conglomerate or diversification merger the unim of two companies that are

not competitors, not in the same industry, and not a part of the same supply chain.
A conglomerate merger is the acquisition of a company in a totally separate line
of business. Typically, the acquired company is operated apaaate business
unit or a wholly owned subsidiary of the parent company.”
In the time of initiation of thM&A transaction, the special attention has tédoeised on
the Due Diligenceprocessby whichthe M&A buyers inspect a target compaiyere are te
two Due Diligencepossibilities inM&A transaction:

1. Friendly Bid when the acquisition is supported by the management of the target
businessFrequently, thematerial adverse change provisions (MAL¥ used to
renegotiate the price of the transactiothis case.

2. Hostile Bid when the acquisition is opposed by the management of the target
business.

The BusinessValuation in the M&A dealincludesthe following types of valuatiom

Wikipedia (2013)
1. The asset valuation,
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The historical earnings valuation,
The future maintainable earnings waiion,

The relative valuation (comparable caany & comparable transactions),

a bk~ 0N

The discounted cash flodCF) valuation.

Let us review the modern comparable transactions analysisand valuation
methodologiesin the nextfew pages considering theConcept of Valuation which is
increasingly importanduring the M&A transaction processorigination and completionn
Schnoor (2008 Arzac (2005),Goedhart, Koller, Wessels (200%)ie E, Lie H J (2008 Liu,
Nissim,Thomas (2002)

1. Public Equity OfferingsHow much is a company or division worth in the public
markets?
2. Debt Offerings What is the underlying value of the business or assets against which

debt is being issued?
3. Mergers andAcquisitions How much is the tget company worth? What is the value
of potential synergies?

Divestitures How much can a company or division be sold for?

Public Defensels the company undervalued or overvalued in the event of a hostile

bid?
6. Fairness of opinionsis the price offered foa company or division fair from a
financial point of view?

7. ResearchShould the firm’s clients buy, hold or sell positions in a particular security?

TheValuation Methodologiesnclude inSchnoor (2008)
1. Publicly Traded Company Analysis Methodology

a) Public marketvaluation

b) Value is based on market trading multiples of comparable companies,

C) Can be regarded as a market’s shortcut to a Discounted Cash Flow (DCF),
d) This methodology does not usually reflect an M&A control premium.

2. Comparable Transactions Anyais Methodology

a) Focused on change of control situations,

b) Value is based on multiples paid for the comparable companies in sale

transactions,
C) This methodology includes a control premium.
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3. Discounted Cash Flow Analysis Methodology

a) Represents the intrinsi@lue of a business,
b) Requires a detailed financial forecast (usually five to ten years),
C) Usually the most detailed and intensive methodology to prepare.

»

Leveraged Buyout Analysis Methodology
a) Variation on a Discounted Cash Flow (DCF) analysis with differen

assumptions,

b) Represents the value to a financial / LBO buyer,
C) Value is based on the Free Cash Flows, Debt Repayment and Return on
Investment ROI).

5. Other Methodologies

a) Liquidation Analysis
b) Break up Analysis,
C) Greenfield / “Cost to Build” Analysis

The two most commoReasures ofCompany \alue arein Schnoor (2006)

1. Equity Value
a) Represents the value attributed to the common shareholders of the business
b) It is the value remaining after all debt and preferred stock obligations have

been satisfied,

C) Often caledMarket Capitalization,
d) Market Capitalization = Diluted Shares O/S x Current Share Price.
2. Enterprise Value
a) Sometimes referred to aBifm Value,”
b) Represents the market value of all capital invested in a business
C) Theoretically, debt and preferred seaastshould be valued at market, but

this is often impractical

d) Enterprise Value = Market Capitalization + Net Debt + Preferred Equity
+ Minority Interest- Long Term Investments,

e) Net Debt = Short Term Debt + Long Term Debt + Capitalized Leases
(Cash + Cah Equivalents).

The following diagram illustrates thinority Interest and Investments situations in

Company A and its three subsidiariesSichnoor (20086)
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Subsidiary X Subsidiary Y Subsidiary Z
Ownership Percentage 100% 30% 75%
Accounting method Consolidation Equity Method Consolidation
Does Subsidiary appe; No Yes No
as a Long Tern
Investment on thq
Balance Sheet?
Does ownership creat No No Yes
Minority  Interest on
Balance Sheet?
Amount of  Minority 0% 0% 25%
Interest
Percent of EBITDA in 100% 0% 100%
Company A’s EBITDA
Value of Subsidiary ir 100% 30% 75%
Company A’s Markel
Value
Are the previous twq Yes No No

rows consistent?

Possible adjustments |

Reconcile

Not Required

Add 30% of Sub.
Y’s EBITDA to Co.
A’s EBITDA or
reduce Co. A’'s
Market Value by the

value of Sub Y

Subtract 25% of Sub. Z's
EBITDA from Co. A’'s
EBITDA or increase Co.
A’s market Value by the
value of sub. Z that is not

owned

Decision Making criteria

Does Co. A
have control
over the

subsidiary?

Does Co. A have
control over the
respective

subsidiary?

Does Co. A have control
over the respective
subsidiary?

Typical Convention tc

resolve

None Required

No, so reduce Co.
A’s Market Value by
the value of Sub. Y

Yes, increase Co. A's
Market Value by the value
of Sub. Z that is not owneq

)

33



Tab. 1.Minority Interest and Investments Situations in Company A and its Three
Subsidiariegafter Schnoor (2006)).
The Equity Value andEnterprise Value can be represented imsSchnoor (2006):
1. Market BasisEnterprise Value = Net Debt + Equity \Value,
2. Book BasisAssets = Liabilities + Shareholders Equity

The Equity Value Multiples in Schnoor (2008)
1. Certain ratios or values apply to equity holders enlNet Income Cash Flow
andBook Value,
2. Since these values are after debt, multiples apptietthese values are based
only on the value of the equity,
3. Some relevant equity value multiples are:
a) Price /Earnings (P/E),
b) Price / Book Value
c) Price / Cash Flow
TheEnterprise Value Multiples in Schnoor (2008)
1. Certain ratios or values apply to all dapiproviders (including debt and equity)
—RevenuesEBITDA , EBIT,
2. These values are before the cost of debt, so the relevant multiples should be
based on Enterprise Value,
3. Some relevant Enterprise value multiples are:
a) Enterprise Value / Sales
b) Enterprisevalue / EBITDA
It is imperative to understand the differences betwieguity Value and Enterprise
Value and their respective multiple§he main difference between their use in various multiples
resolves around the treatment of dedtmultiple with debt in the numerator must contain a
value that is bef@ interest in the denominatior Schnoor (2006)

Equity Value or Enterprise Value

Ratio Denominator Has Interest been subtracted? Numerator
Book Value Yes Equity Value
Net Income Yes Equity Value
Cash fow Yes Equity Value
Revenue No Enterprise Value
EBITDA No Enterprise Value
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EBIT No Enterprise Value

Tab. 2.Equity value or Bterprisevalue (after Schnoor (2006)).
ThePublicly Traded Comparable Company Analysisoverview inSchnoor (2006)
1. The analys of publicly traded comparable companies usually consists of a
comparison of several companies operating and trading statistics
2. The exact ratios and values will vary from industry to indystry
3. There is no perfect, consistent template that can be usadya@ompany,
4. Depending on the particular situation, multiples can be calculated in diffeagst
a) Valuation
b) Credit Analysis / Liquidity
c) Restructuring
5. Each company has to be analyzed carefully to find adjustments and subtleties,
6. In addition, every sear banker may have preferences for specific ratios or

calculations

ThePros and Cons of Comparableare summarized in the takleSchnoor (2006)
PROS CONS

Provides a benchmark to value| Does notaccount for “control premiums” ng

company by referring to other simil{ potential synergies realized in an acquisition
public companies

Calculates valuation multiples based | May not reflect fundamental value in thinly trads

current market conditions small capitalization or poorly followed stocks

Takesinto account industry trends at For many companies, there are few, if any, g

growth prospects comparable companies

Provides insight into key valuatig Does not explain market inefficiencies

multiples for an industry

Serves as a reliable value indmafor a

minority investment

Tab. 3.Pros and cons of comparables (after Schnoor (2006)).

The key to choosing appropriate comparables or compiling useful trading comparables is
to first identify companies that are considered comparable based onlthérfglcriteria’sin
Schnoor (2006)
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1.

Operational Criteria’s :
a) Industry,

b) Products,

c) Distribution Channels
d) Customers,

e) Seasonality

f) Cyclicality,

g) Geographic Locatian
Financial Criteria’s:

a) Size

b) Leverage

c) Profit Margins

d) Growth Prospects,
e) Shareholder Base
f) Risk Profile.

The Sources for Identifying Comparable G@mpaniesinclude inSchnoor (20086)

1.

a r LN

6.

SIC Code Screens
Equity Research
1—K/Annual Report,
Proxy Statement,
Other Bankers,
Client

The Time Period in a comparable analysis depends on the company, indastdy,

practices of different groups. Forecast multiples are generally more imporgantigtorical

multiples, because investors pay for future earnings. However, historical dataaiyy more

complete, and is often relied upon as welbchnoor (2006)

1.
2.
3.
4.
5.

LFY -1: Latest fiscal year minus one
LFY : Latest fiscal year

LTM : Last twelve months

LFY+1: Forecast for the next fiscal year

LFY+2: Forecast for the year after next

TheTime Period AdjustmentsLTM Income Statement and Cash Flow Statemelies

are calcuhted as follows irschnoor (2006)
LTM = Fiscal Year Ended 12/31/2005 — Q1 Ended 3/31/2005 + Q1 Ended 3/31/2006

36



In future periods, if the companies don’'t all have the same year end, forecasts should b
calendarized to make them comparable:
1. If Company A ha a September 30 year end, and all its peers have a December
31 year end, Company A'’s forecast should be calendarized
2. Earnings per Share estimates for Company A are as follows:
a) Fiscal 2006: $1.59
b) Fiscal 2007: $1.86
3. Calendar 2006 EPS = (3/4 *1.59 + ¥, * 1.86) = $1.66

Thelncome Statement Itemsnclude (see the below Table)Schnoor (2006)

Income Statement and Cash Flow ltems

Item Comments

Revenues | 1. Should only include revenue from the sale of the company’s good
services
Exclude interest and other mme

If a company report&rossandNet Revenue useNet Revenue

2
3
EBITDA 1. The most common performance measure among investment banki
2 Serves as a pitax proxy for cash flow generated from operations
3 EBITDA andEBIT multiples attempt to normalize for diffamces in
companies capital structures

4. The comparable analysis model calculd&HTDA by addingEBIT

andD&A
Depreciation | 1. Includes depreciation fa?P&E, goodwill amortization, and items su{
and as depletion for mining companies
Amortization | 2. Do not inclide amortization of debt issuance costs as these figure

typically included in interest expense

EBIT | 1. Must exclude special charges, a@turring items and discontinug

operations

Earnings per | 1. Usually looked at after preferred dividends andaodinary items
Share 2. Needs to be adjusted af&x for any norrecurring items
3. Used for the calculation ¢frice/Earnings multiples
Cash Flow 1. Net Income + Deferred Taxes + D&A + Other norcash items
2.

Measure of cash generated by a company after leveragexasd ait|

generally before working capital items
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3. A closer approximation of cash generated by a company’s operatiq

Tab. 4.Income watenent and cash flowtems (afteiSchnoor (2006)).
TheBalance Sheet Itemanclude (see the below Tabl@ Schnoor (2006)

Balance Sheet Items

Balance Sheet Comments
ltems
Cash and| 1. Includes cask cash equivalents
Marketable 2. Check for any londerm investments in marketable securities
Securities
Short-Term 1. Includes notes payable, commercial paper, lioksredit, bak
Debt overdrafts, current portion of lortigrm debt and capital leases
Long-Term Debt | 1. Includes longterm debt and capitalized lease obligations
Minority 1. Includes minority interest as it appears on balance sheetowft
Interest adjustments
2. Represents the pwon of earnings that are attributable

shareholders owning less than 50% of a subsidiary

Preferred Shares

1. Includes Preferred Stock on the company’s balance sheet th
debtiike characteristics

Convertible 1. If the security is in the money, treat as equity
Securities 2. It the security is out of money, treat as debt
Common Equity | 1. Includes common stock, paid-capital and retained earnings
2. Do not confuse with shareholders’ equity, which generally incl

preferred stock confirm your group’s definition of these categories

ides

Shareholders’

Equity

1. Includes the Common Equity described above, plus the book
of preferred stock that is considered equity

Tab. 5.Balance sheetems (afteiSchnoor (2006)).

The Shares Outstanding Valuesused in Comparable Company Analysis The

following are theShares Outstanding Valuesthat are required in the comparable company

analysis modeih Schnoor (2008)
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Shares Outstanding Definitions

Shares Outstanding Comments
Category
Basic Shareg 1. Represents the total number of shares issued
Outstanding as  of| outstanding as of the comp date
Comp date 2. Start with theBasic Shares Outstandingas of the lates

balance sheet date and check press releases to see if any sha
been issued or redeemed since the last balance sheet date

3. Used to calculate the company’s market capitalization

res hav

Fully Diluted Shares
Outstanding as of the

Comp Date

1.
2.
number of in-the-money optns to arrive at this value

This number is calculated in the comp model

The basic shares outstanding is added together with the

total

LTM Weighted
Average Fully Diluted
Shares Outstanding

1. This number is typically found in the notes to the finan
statements

2. Used to calculat&arnings per ShareandCash Flow per

Share

Tab. 6.Shares outstandingefinitions (afterSchnoor (2006)).

The Performance Ratiosinclude the following profitability ratios, which are often used

when analyzing a company 8thnoor (20086)

Profitability Ratios

Profitability Ratio

Definition

Return on Equity

ROE = Net Income / Commdaquity

Gross Margin

Gross Margin = Gross Profit / Net Sales

EBITDA Margin

EBITDA Margin = EBITDA / NET Sales

EBIT Margin

EBIT Margin = EBIT / Net Sales

Net Income Margin

NI Margin = Net Income / Net Sales

Tab. 7.Profitability ratios (afterSchnoor (2006)).
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The Valuation Ratios include the following ratios, which are often used when analyzing
a company irschnoor (2006)

Valuation Ratios

Valuation Ratio Definition
Price / Earnings (P/E) P/E = Current Share Price / Fully Diluted EPS
Price / Cash Fbw P/CF = Current Share Price / (F/D) Operating CFH
Price / Book Value P/BV = Current Share Price / Book Value per Sha
Enterprise Value / Revenue EV/Rev = Enterprise Value / Revenue
Enterprise Value / EBITDA EV / EBITDA = Enterprise Value / EBITDA
Enterprise Value / EBIT EV/EBIT = Enterprise Value / EBIT

Tab. 8.Valuation &tios (afterSchnoor (2006)).

The Credit Ratios include the ratios, which are often used to assess a company’s debt

capacity, and may also provide insight into a company’s trading performaSchnoor (2006)

Credit Ratios

Credit Ratios Definition
Net Debt / Total Cap (Book) Debt / Cap (Book) = Net Debt / Capitalization (Book)
Net Debt / Total Cap (Market) | Debt/ Cap (Market) = Net Debt / Capitalization (Marke

EBITDA / In terest EBITDA / Interest = EBITDA / Interest Expense

(EBITDA —CAPEX) / Interest | (EBITDA — CAPEX) / Interest = (EBITDA- CAPEX) /
Interest

Total Debt / EBITDA Debt / EBITDA = Total Debt / EBITDA

Tab. 9.Credit ratios (afterSchnoor (2006)).

Adjusting for the Operating Leases When calculatingredit Ratios, you may need to
capitalize a company’s operating leases to make the company comparable with itg peers
Schnoor (2006)

1. An Operating Leaseis a lease for which the lessee acquires the property for

only small portion of its useful life.
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2. A Capital Leaseis a lease that meets one or more of the following criteria, and

3.

as such is classified as a purchase:

a)
b)

c)

d)

The lease term is greater than 75% of the property’s estimated economic life
The lease contains amption to purchase the property for less than fair
market value

Ownership of the property is transferred to the lessee at the end of the lease
term

The present value of the lease payments exceeds 90% of the fair market

value of the property

An Operating Lase would be capitalized as follows:

a)

b)
c)

d)

The operating lease expense (which can be found in the notes to the
financial statements) would usually be multiplied by a ratio of 6.0x — 8.0x
This capitalized value would get added to the company’s debt

The operatingease expense would then be subtracted from the company’s
costs to arrive at a higher EBITDA

This adjustment is not normally done, when calculating trading multiples

Adjusting for the Securitizations It may also be necessary to adjust for any securitized
assetsn Schnoor (2008)

1.

2.

If a company has securitized some assets, you may need to add these assets ba

to the balance sheet

a)
b)
c)

This value can be found in the notes to the financial statements
Add the assets back to the appropriate working capital item
Sultract the corresponding amount from the cash line (or add the

corresponding amount to the company’s debt)

These adjustments are made for comparison purposes so that you are comparin

companies on an applés-apples basis

The Important Reminders, when peparing Comparable Company Analysisin
Schnoor (2006)

1. Eliminate norrecurring items that are recorded before NI:

a)
b)
c)

Restructuring Charges / otieae write offs
Gains or losses on the sale of assets
Read all footnotes and MD&A carefully to find these items
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2. Tax-effect all adjustments:

a) Check MD&A and footnotes for actual tax impact, if available

b) If not available, use the company’s marginal tax rate

D&A may be buried in COGS or SG&A, so look at the Cash Flow Statement
Make sure to understand the company’s penigitility

Double check all calculations = perform reality checks

Use most current financials to check historical data

Include Marketable Securities in Cash

Subtract LongFerm Investments when calculating Enterprise Value

© © N o 0o &~ w

Calendarize earnings estimates

The Analytical Trouble Shooting: Read all disclosures carefully and be prepared to

adjust for the following types of occurrencesSichnoor (2006)

1. Stock splits, Dividends and Repurchases
Non-calendar year ends (EPS estimates)
Cash (Longeerm investments)
Recent acquisitions and divestiturepro forma numbers
Changes in earnings estimates
Differences in accounting treatment
Non-recurring items

Recent debt or equity offerings

© © N o o bk~ w0 N

Temporary sector reactions
10. Takeover activity among competitors
11.Conversion of conwéible securities since the last reporting period

12. Differences in iternational accounting treatment.

Let us review the amparabletransactions malysis by consideing the Comparable
Transactions Analysisin Schnoor (2006):
1. The Comparable Transactions Angsisprovides some information on the transactions,
which are completed in the same industry as the company being valued
2. TheComparable Transaction Multipleprovide insight into:
a) Premiums which are paid by the acquirers to gain a control over the target
companies, and

b) Potential for synergies
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3. The Comparable Transaction Multiplepreparation, may require the consideration of
the following data:

1. The industry of the companybeing valued, in order to properly screen
transactions,

2. Thetime frame of specific @nsactions— typically you want transactions that
have been consummated in the past few years,

3. Thestatus of past transactions
a) Successfully completed transaction,
b) Pending transaction,
c) Terminated transaction,
d) Consideration: Cash vs. Stock exchange,

e) Hostile vs. Friendly bids.

The attention has to be paid to the followifrgnsaction Issuesn Schnoor (2008)

1. Two types of transaction multiples are usually calculated:
a) Financial Multiples (Enterprise Value / LTM EBITDA)
b) Industry Specific Multiples (Enterprisezalue / annual Production)

2. Comparable transaction analysis provides insight into the M&A activity in a
specific industry
a) Activity relative to the overall market
b) Who is buying, and what are they buying?
c) What kinds of premiums are buyers paying?

3. Provides an understanding of the events surrounding specific transactions:
a) Hotly contested transactions
b) Privately negotiated friendly deals
c) Major transactions that impact an entire industry

d) Timing of transactions relative to specific business cycles

The Sourcing Precedent Transactions The following sources can be used to identify
appropriate comparable transactiom&chnoor (2006)
1. M&A Databases- SDC, Internal databases
2. Previous analysis prepared by specific industry groups
3. Industry periodicals and news articles
4. Acquisitions footnotes in the annual reports of public companies
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Tender offer documents
Equity research analysts
Senior investment bankers
Client

© N o o

The Use of Comparable Transaction Multiples (Comparables) to Derive Valum

Schnoor (20086)

1. The first stag is to calculate the relevant multiples for each comparable company

2. Then, to determine which multiples or range of multiples justify a reasonable
benchmark for valuing the specific target

3. Analyze the results to decide which companies are most comparable:
a) Exclude outlying multiples
b) Test for reasonableness and use common sense

4. Look at mean and median multiples, mean excluding high and low multiples, and
multiples of specific companies that may be most relevant

5. Use judgement to determine, which ratios are most relevant given the company and

the nature of its industry

The following table contain€omparable Trading Multiples for sample companies,

which will be used to value a target compangahnoor (2006)

Comparable Trading Multiples

Price Mkt. EV Debt/ EV/ EV/ EV/ P/BV
07/10/06| Cap. (US$M | Total | EBITD | EBITDA |EBITDA |LTM
(US$SMM) | M) Cap. |A LTM 2006E
2005

Company | $14.05 | $2,679 $4,467 | 40% 11.2x | 11.1x 10.9x 0.9x
1
Company | $11.05 | $2,024 $3,218 | 37% 16.7x | 12.0x 9.5x 1.3x
2
Company | $9.40 $706 $1,301 | 46% 8.0x 6.0x 4.8x 0.7x
3
Company | $33.50 | $1,887 $3,840 |51% 11.8x | 9.0x 6.7x 1.6x
4
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Company | $42.50 | $4,062 $7,394 | 45% 11.5x | 11.5x 8.0x 1.3x
5

Company | 57.63 $11,467 | $20,018 | 43% 9.7x 9.7x 5.5x 2.5x
6

Average 44% 11.5 9.9x 7.6x 1.4x
Average 43% 11.0x | 10.3x 7.4X 1.3x
Excluding

Hi & Low

Tab. 10.Comparable trading moitiples (after Schnoor (2006)).

transactions which will be used to value a target compa8ghmoor (2006)

Comparable Transaction Multiples

The following table containsComparable Transaction Multiples for sample

Date | Acquirer Target EV Paid | Targets |LTM EV  per |EV per
(US$MM) | Capacity | EBITDA | Unit EBITDA
(000units) | (US$MM) | (USS$/unit)

2005 | Company | Company | $995 885 $80 $1,124 12.4x
A B

2004 | Company | Company | $594 440 $52 $1,350 11.4x
C D

2003 | Company | Company | $882 875 $91 $1,008 9.7x
E F

2002 | Company | Company | $3,875 | 2,463 $291 $1,573 13.3x
G H

2002 | Company || Company J| $450 250 $31 $1,800 14.5x
Median $1,350 12.4x
Mean $1,371 12.3x
Mean $1,349 12.4x
Excluding
Hi & Low

Tab. 11.Comparable transaction uitiples (after Schnoor (2006)).
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The following table uses th€omparable Trading Multiples and Comparable

Transaction Multiples from the previous pages to value a sample target comipaBghnoor

(2006)
Summary Value Table
Methodology Target Company’s Multiple Value
Values Range (US$ Millions)
Trading Multiples
LTM EBITDA $88 (US$/MM) 9.5x — 10.5x 9.5x88=836 — 924
2006E EBITDA $102 (US$/MM) 7.0x — 8.0xx 7.0x102=714 — 816
Summary Enterprise (836+714)/2$775-$870
Values
Transaction Multiples
LTM EBITDA $88 (US$/MM) 12.0x — 12.5x 12x88=1,056 — 1,100
Annual Capacity 600 (000 units) $1,300-$1,400 1,300x600=780 — 840
Summary Enterprise $918 - $970
Values
Summary Enterprise
Value Range $847 - $920

Less: Net Debt
Equity Value
SharesOtstanding(MM)

$250

847-250=$597 - $670

55.7

Equity Value perShare

597/55.7$10.70 -$12.0(

Tab. 12.Summary value tabl@fter Schnoor (2006)).

The Important Considerations have to be taken to the account during the above

calculations se theSummary Value Tablein Schnoor (2006)

1. Multiply the Operating Resultsof the company to be valued by relevant

comparable companMultiples:

a) Use a few time periodsi.e. LTM, forecast years

b) Select relevant multiple ranges for each period

2. Convet derived Equity Values to Enterprise Values by adding the

target’s ne debt
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a) Net Income / EPS multiples

b) Book Value Multiples

3. Convert derivedenterprise Valuesto Equity Values by subtracting the
target’s net debt

a) Sales Multiples

b) EBITDA Multiples

4. A range of valuesValue Range is usually calculated based on high,
mean and low summary multiples.

Finally, let us summarize some important definitions of used terms:

1. Consolidated income statement:revenues (include product sales, contract
research, royalty and interest income); Earnings Before Interest, Income Tages;iBtion and
Amortization (EBITDA), depreciation and amortization, EBIT, earnings peresttash flow
from operating, investing, financing activities;

2. Consolidated balance sheetotd assets, total liabilities, total equity, net assets,
cash and marketable securities, short term debt, long term debt, minoritywtinpgederred
shares, convertible securities, common equity, shareholder equity;

3. Consolidated statement of recognized imne and expense:currency
translation on foreign currency net investments, amounts charged to hedging, resteraeal
gains/losses on pension schemes, current tax on items taken directly to equity, defteored t
items taken directly to equity, net mme recognized directly in equity, profit, total recognized
income and expense;

4. Reconciliation of underlying earnings per share:profit, preference dividends,
net financing credit, market value movements on derivatives, amortization &f, asset

5. Performance ratios: return on equity, profit margin (it represents aftet
income as percentage of revenues), gross margin, EBITDA margin, EBIT margin, araeinc
margin;

6. Valuation ratios: price / earnings, price cash / flow, price / book value, enterprise
value / evenue, enterprise value / EBITDA, enterprise value / EBIT,;

7. Credit ratios: net debt / total capitalization (book), net debt / total capitalization
(market), EBITDA / interest, EBITDA- CAPEX / Interest, total debt / EBITDA;

8. Other ratios: consumer financiabbligations ratio measures all consumer credits,
including credit cards, auto loans, durable goods payment plans (published by Fedeva)Reser
mortgage financial obligations ratio measures mortgage debt as a share olpdisgmsable

income.
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Let us simmarizeall theinformation on thédusiness valuation methodologi@gich can
be usedduring theM&A transactionstrategyimplementation
First of all, let us point out that to the fact thag¢ werival the followingformula to

describe thesuccessful meger
Ve Vi Ve P

whereV% is the value of the combined firm in the perd/s is the value of the firm in the
period0, V% is the value of the firnB in the period, P is the acquisition price for the firi.
The formula for the calculation of thmbinel firm value with the multiple business
processe the given time momeiis in Lenz (2010)
N T n
VCO | I! !CFt

t’
n1I tlll r

whereV’% is the value of the combined firm in the per@dNCF"; is the net cash flow of the
business processin the period, r is the discount ratéNeicdhted Average Cost of Capijah is
the number of business processés the period of time.

Fig. 1 shows theorporate systen® scheman Lenz (201) and Fig. 2 depicts theusiness

evaluation methodologgf the corporate syste@in Lenz (2010).

Corporate system Al
Sales
:[11]:' ut a 1 ............ | " az Out I}ut 'Ilu‘nD.‘_Er
——————— "‘:-.‘: -
A EIi Profit
3 4 EBIT

Fig. 1. Corporate system scheradter Lenz (2010)).
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Terminal Value /(({

Period 3 ﬁﬂ&%
Period 2 &
I

Corporate System C
Business Process (1)  Business Process (2)
Cash Inflow Cash Inflow
Market share x% Market share x%
Price * Volume Price * Volume
Cash Qutflow Cash Cutflow
Vanable Costs Variable Costs
Fixed Costs Fixed Costs
(Integration costs) (Integration costs)
Depreciation Depreciation
Tax Tax

Net Cash Flow BP (1) Net Cash Flow BP (2) Net Cash Flow BP (3]

Business Process (3)

Cash Inflow
Market share x%
Pnce * Volume

Cash Outflow
Vanable Costs
Fixed Costs
(Integration costs)
Depreciation

Tax

Fig. 2. Evaluation of corporateystem C (after Lenz (2010)).
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Mergers and acquisitions transactions strategiesn diffusion - type financial

systemsin highly volatile global capital markets with nonlinearities

Let us discusghe current state of research the M&A transactions The extended
knowledge base on thd&A transactionshas beertreatedas a result ofompletion ofresearch
programs by many world renowned scientists.

Damiani, Pompei (208) write: “A first group of studies focusing on international
comparisons, has explored the rolecofporate governance systenigvestor protection laws and
other countries’ regulatory institutions as thain determinants dakeoversaround the worldsee,
for instance,Rossi and Volpin (200%) The underlying claim of these studies is thatbetter
regulated systems, it is easier and less expensive to raise capital and to dinamporate
acquisitions”

Damiani, Pompei (2008)xontinue to explain:“A second group of contributions
(Andrade et. (2001), Mitchell and Mulherin (1996); Jovanovic and Rousseau (2001) Bag2)
attributed a central role to variations in industry composition, documentingrttegtch country,
mergers occur in waves and within each wave clustering by industry is obselddis field
of research, industry level shocks (due to technological and regulatory changes)efdyah
role in explaining takeovers and their evolution in time.”

Figs. 1 -3 illustrate theMI&A transactonsactivities inDamiani, Pompei (2008)

-~
Country Level
Sectoral Level

L 8 European Countries

39 Datastream Sectors

-

10 Datstream Industries J

6 Technological Intensity
Classes (Eurostat)

™

2 Technological Regimes
Malerba and Orsenigo, 1996

Fig. 1. Classifications of M&A dat@after Damiani, Pompei (2008)).
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Fig. 2. M&A activity in eight European countries: Incidence of takeovers digi2 sectors (%

incidence of deals on the total number ainfirfor each sector) (aft€amiani, Pompei (2008).
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Fig. 3. Top markets for corporate contrim eight European countries:requency of M&A by
four digit sectors in 2002-2005 (after Damiani, Pompei (2008).
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Damiani, Pompei (2008lerive the formula to eluate both:1) the volume of M&A

activity and2) thedeterminants of various patternsbserved by the countries and by the sectors

| I
M & Aij o B mlim I E ZhSijn JFC},,:_ 2 TEC,]-F Tlg ij ?
m 1 nl I 1 z1
wherei = 1,...8 Countriesj = 1, ...39 Four digit sectorsn =1,...5 Institutional variables (i =
1,2 Sectoral variabke (S) | = 1,2 Technological variables (TE@)= 1,2 Technological Regimes
dummy variables (TRYab. 13 showshe estimates of takeover frequenciesDamiani, Pompei

(2008).

Obs. Obs. Obs. Obs Obs, Obs. Obs. Obs.

175 162 175 175 175 175 175 175
Dependent Variable: Column  Column  Column  Column  Column  Column  Column  Column
M&A frequency a b ¢ d e f g h
Log GI.)P OT1T#%* 07 B0 0,200 0.679%=  DJ00*=* Q663 06300 (G0E
per capita
(L185) (0.231) (Lisl) (0.472) {0.i6i) (0.151) (0L133) (0146 )
Oonoconed: g sqyue 0394  DSTOW  0526% 04394 05000 0507
Ownership
((L.236) (L455) (0.228) {0.215) (L214) (.197) (.210)
Widely held firms -0.005%*
(0.002)
Takeover regulation 0.121%%*% 0 1624+ O.114%== (O111%*  O.104%== 0,101 %+ O 100+
(a3 (0L049) (OLO27) (0.025) ((LO24) ((LO21) (0.023)
Anydlmctor_m ghts 0,000
(index revised)
(0.061)

Market to Book

value of Equity -0.028*** _0.033%** _0035%*% _0.020** _0.025%* _0.022% _00I7* _0.023**
(PBR)
(0L.012) (0.012) (Lo1z)  (0.0i2) {0.012) (L 3) (0.010) (Lo d)
Shock in the

0.011 0.012+ 0.013%= 0.008 0.000
sectoral erowth rate

{0.007) (0.007) (0L (H06) (0.006 ) (00,006

R&D D441
(0.260)
R&D *5MI -0.340
(L309)
R&D *SMIT —10.472 %%
(2940
Innovation 0017 Hwu
(L0086 )
Innovation * SMI -0.010*
(0L006)
Innovation* SMII -D.102%==
(0.029)
Sectoral Dummies Yes Yes Yes Yes Yes Yes Yes Yes
Cengtant 2TGERH g 7aqwss TS -2.64BRR 2673V0F 2501%%* 2385 2342

(0.736) (0.973)  (0.655) (0.670) (0.627) (0.587) (D.522) (0.5370)

Chi2 Test

; 0.0112 0114 0,130 0,000 (.002 0.001 0,000 0.001
(Probe>Chi2)

Tab. 13 Estimates of takeover frequencies: the role institutional, secamciktechnological

factors (after Damiani, Pompei (2008).
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Let us providehe definitions of various types tfe M&A transactiongab. 4 in Lehto,
Bdckerman (2006).

Variables Definition/measurement

Types of M&As:

Cross-border M&A Cross-border M&As are defined as cases where the acquiring firm is
foreign “Foreign” here means that the firm which 1s reported by the
magazine Talouseldmd to be the acquirer, 1s not located i Finland at the
time of the M&A. (Source: the magazine Talouselima)

Domestic M&A (Domestic owner. located | We separate two types of domestic M&As based on ownership. (These
in Finland) types are added together in Figs. 1-2). First. there are domestic M&As.
where the acquirer 1s domestically-owned and located 1n Finland )
{Source: the magazine Talouseldmd)

Domestic M&A (Foreign owner. located in | Second. there are domestic M&As, where the acquirer 1s foreign-owned.
Finland) but located m Finland. (Hence. cross-border M&As are defined as cases
where transaction truly occurs across national borders ) (Source: the
magazine Talouselimed)

Internal restructoring Internal restructurings involve cases of transformation of a firm’s
organizational form without the mvolvement of another company. For
instance, management buy-outs that have been popular through the
1990s and a smaller number of cases where an individual Finmish
investor 1s buying the firm belong to this category of M& As. (Source:
the magazine Talouseldma)

Tab. 14. Definitions of various types of M&A transactions (attehto, Bockerma(R006).

Let us illustrate the change dynamics M&A transactionsin Finland in Lehto,
Bdckerman (2006).

B Cross-border O Domestic Olnternal restructuring

oo
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©ED W00 1291 V2 VLI WH4 WOS VOG VLT VLA 100D 2000 2001 2002 2003

Fig. 4. The number of different types of M&As in Finland over the period 1989-2003. Two
types of domestic M&As are added togetfadter Lehto, Bockerman (2006)).
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Let us showa sectoral diision of the different types dfI&A transactionsin Finland in
Lehto, Bockerman (2006

B Cross-border O Demestic O Intemal restructuring

Primary production and mining @

M anufacture of food products

M anufacture of textiles and wearing appare|

M anufacture of pulp, paper and paper producis

M anufacture of other non-metallic mineral products

M anufacture of basic metals

o
=

M anufacture of electrical machinery and apparatus ?

M anufacture of chemicals and chemical products
M anufacture of machinery and eguipment

M anufacture of transport equipment

:
1

Other manufacturing

Electricity, gas and water supply ;

Construction ;I

Sale and maintenance of motorvehicles

Retail trade

‘Whalecale trade

Hotels and restaurants
Transport ]
Finanze and insurance ]

Personal services [T

Real estate, renting and business activities

0 200 400 aoo 8O0 o0 oo

Fig. 5. The sectoral division of different types of M&As in Finland. The figures are
reported as sums over the period 19883 and two types of domestic M&As are added

together (after Lehto, Béckerman (2006)).
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Tah 15 demonstratethe nmain types of the&european M&Asn the banking industryn
Beckmann, Eppendorfer, Neimke (2)Gthd Tab. 1&hows the motives and risks with theifo
types of theMergers & Acquisitions (M&Asn Beckmann, Eppendorfer, Neimke (2002).

Tab. 15. European M&Agypes(after Beckmann, Eppendorfer, Neimke (2002)).

Tab. 16 M&As motives and riskgafter Beckmann, Eppendorfer, Neimke (2002)).
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Tab. 17 shows thBNP Paribasstrategies ilBeckmann, Eppendorfer, Neimke (2002).

Tab. 17 BNP Paribasbusinesstrategies (afteBeckmann, Eppendorfer, Neimke (2002)).

Fig. 6 demonstrates th&M&A activity in European banking sect@t990-2004)in
Asimakopoulos, Athanasoglou (2011))

Fig. 6. M&A activity in European banking sector (1990-2004) (after Asimakopoulos,

Athanasoglou (2011)).
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Let us discuss theM&A performance shortly.Beltratti, Paladino (2011)write:
“Acquisitionsin the banking sector may be driven by a multiplicity of factors among which are:
() exploiting economies of scale associated with centralizingtifums likel T, cash management
personnel(ii) exerting market power and imposing better pricing conditions on custp(ngrs
pursuing geograpbal diversification that brings benefits in terms of risk reduction, (iv) taking
advantage from implicit subsidies connected with abigato-fail (TBTF)1 status, (v) managers
maximizing their own utility function rather than the shareholders utility fancti

Focarelli, Panetta, Salleo (2003}ate “In summary, acquisitions appear to be aimed at
increasing the value of the passive bankihproving the quality of its loan portfolio, while
mergers apparently reflect a strategy of increasiegeach othe active bank’s servicés.

Fig. 7 shows th&1&A transaction success factoirs JonesT (2009).

Fig. 7. M&A transaction success factors (after Joig2009)).
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Tab. 18displaysthe @tegorization of studies of thecquisition performancdy the

performance metriin Zollo, Meier (2008)
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Tab. 18.Categorization of studies of acquisition performance by performartécr(after
Zollo, Meier (2008)).

Zollo, Meier (2008)explain “Results of factor and structural equations analysis reveal
that (a) M&A performanceis a multifaceted construct; there is no one overarching factor
capturing all the different ways used to proxy it,

(b) there is a path linking integration process performance totknng firm performance
(both accounting and financial returns) via customer retention and overall syneiggticegl
and

(c) shortterm window event studies are not linked to any of the other performance
metrics”

Zollo, Meier (2008)ropose to differentiate thgerformance measuremerasthe three
possibleevels:

“1. The task levelThe integration process, wilits different components related to
multiple tasks necessary to reach the desired leveitefration between the two organizations

(e.g., alignment of control systems, conversodrthe IT systems,ransferring sales practices,
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etc.). Each of these tasks generate®ws performance, which can be aggregateé more
general notion of integration procgssrformance, that ishe degree to whicthe targeted level
of integration between the twayganzations has been achieved across all ofatk dimensions
in a satisfactory manner

2. The transaction levelThe performance of thentire acquisition encompasses all the
phases ofhe acquisition process and focuses on the avhlaé creation evendlly generated
by theacquisition. The transaction performance constcact thus be defined éise amount of
value, in cost efficiencies and revenue growtnerated by the complete transaction process
from the completion of the negotiation to #weecuion of the business plaNote that thisotion
of performance centers around the realizatibthe value creation objectives, they have been
envisioned at the time of the transaction.

3. The firm level The performance of the combinedtity, over and above the value
generatedby the transaction itself, can be definaslthe variation in firm performance that
occurred during the period of relevance for #eecution of the business plan connected to the
acquisition Needless to say, this constructhie broadest of the three, and includesetiects of
the acquisition on the performanoé other business processes simultaneoastyoing within
the firm during the period in consideration.”

King, Slotegraaf, Kesner (200&xplain: ‘Strategic managemetiterature in general
(Daily (1994), Daily et al. (2002)and acquisition research specificalyayidan et al. (2004)o
not provide a consensus for measuring firm performance. GendVidlix, research focuses on
financial performance using either accounting or stock market measures. We eleatetto
using accounting measures of performance because they tend to have a historical focu
(Chakravarthy (1986)and, in the case of return on assets, can be biased by the method of
accounting for an acquisitiorRavenscraft and Scherer (1987), Sirower (199This left a
choice betweershort or longterm stock market measures of performahé@ng, Slotegraaf,
Kesner (2008)continue the discussiorfTherefore, we selected a lotgym stock measure.
Jensen’s gdha (Jensen (1968)) variation of the tw@arameter market model previously used
(Farjoun (1998); Hoskisson et al. (1993, 1994)as our primary performance measure. An
advantage ofensen’s alph#s that it compares the return of an acquiring firm \aithenchmark

from a common starting point.”
Re P iRy

whereR;; is the monthly rate of return of firmduring montht,
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Bis theJensen’s alphéor firm i,

Eisthefirm i’s stock price variance relative to the variance of market benchmyk (

Rmt Is the monthly rate of return of the market benchmarkduring month,

fis the random error term.

King, Slotegraaf, Kesner (2008pnclude: Positive values oflensen’s alphandicate
that an acquiring firm outperformed the market benchmarg&® 500 Comparig a firm’'s
stock performance with a benchmark portfolio offers several benefits, including:

(1) comparing an acquirer with a benchmark of multiple firms that eliminates matchin
firms to calculate abnormal returns, and

(2) calculating the average abnornmaturn of investing in a firm against a benchmark
over the same time period. This eliminates a preannouncement estimation periatfoe#uzs
capital asset pricing model to estimate a firm’s normal return.

However, longterm stock market measures of fipperformance are also subject to
criticism because of the potential for confounding evemilia@ms and Siegel (199))

The abnormal return for firmon dayt is defined as ifKing, Slotegraaf, Kesner (20Q8)
ARy Ry (; DRyE

whereR; is the rate of return on themmon stock of th@" firm on the time window,

Rmt is the rate of return of a market index the time periot]

Bis theJensen’s alphéor firm j,

Eis theparameter thaheasures the sensitivity Bf; to the market index.

Van Beers, Dekker (2009)ake interesting comments to think abddihe main finding
of this study are as follows.

First, innovating firms are significantijore involved inacquisition activitiegshan non
innovating firms, which suggests thatquisitions are a strategy to gain access to new
technologies or knowledge.

Second, laclof knowledge as a barrier to innovate increases the chanaeqairing
assetf otherfirms although not significantly. Lack of finance as a barrier to innovate insrease
significantly the chance ofieesting assets.

Third, acquisitionsmotivated by knowledgearriers in the innovation process affect the
probability of positive innovative salg@®sitively while acquisitions motivated by other reasons
than innovation barriers affect this probability negatively. No effect of knowledgersarr

inducedacquisitionson thelevel of the innovative sales could be found.”
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Tab. 19 shows the plant and firm level studies of the effectth@fimergers and

acquisitionson the employment and wagesSiegel, Simons (2008)

Tab. 19.Plant and firm level studies of the effects of mergers and acquisitions on employment

and wages (afteBiegel, Simons (2008)).
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The M&A transactions strategiesnd relatedfinancial issuesn the diffusion —type
financial systemsn the global capital marketshave beerextensivelyresearched irNelson
(1959), Nelson, Winter (1978), Penrose (1959), Marris (1964), Manne (1965), Thompson
(1967), Levy, Sarnat (1970), Lewellen (1971), Weston, Mansinghka (1971), Fama, Miller (1972),
Fama (198), Kirzner (1973),Higgins, Schall (1975), Jensen, Meckling (1976), Jensen, Ruback
(1983), Jensen (1986, 1987, 1991, 199Bnsen, Murphy (1990), Steiner (1976), Kim,
McConrell (1977), Lucas (1978),Salter, V¢inhold (1979), Bradley (1980), Grossman, Hart
(1980), Mueller (1980, 1984, 1987, 1989), Scherer (1980), Amihud, Baruch (1981), Asquith, Kim
(1982), Asquith (1983), Asquith, Bruner, Mullins (1983), Hennart (1982, 1988), Hennart, Park
(1993), Hennart, Reddy (1997), Stapleton (1982), Eckbo (1983),2006r (1983), Lubatkin
(1983, 1987), Lubatkin, Shrieves (1986), Lubatkin, Srinivasan, Merchant (1997), Lubatkin,
Schweiger, Weber (1998), Lubatkin, Schulze, Mainkar, Cotterill (2001), Malatesta (1983),
Salant, Switzer, Reynolds (1983), Wansley, Lane, Yd®83), Blake, Monton (1984), Dess,
Robinson (1984), Geroski (1984), Lobue (19&48les, Mirvis 1984),Stewart, Harris, Carleton
(1984),Buono, Bowditch, Lewis (1985), Duhaime (1985), Hasbrouch (1985), Kusewitt (1985),
Malatesta, Thompson (1985), Perry, Porter (1985), Walkling, Edmister (193%iterjee
(1986, 1991, 1992)Chatterjee, Lubatkin (1990)Chatterjee, Lubatkin, $eveiger, Weber
(1992), DennisMcConnell (1986), Jemison, Sitkin (1986a, b), Montgomery, Wilson (1986),
Palepu (1986), Pastena, Ruland (1986), Roll (1986), Shleifer, Vishny (1986, 19902009/,
2003), Shleifer, Summers (1988), Shrivastava (1986), De, Duplichan (1987), Hansen (1987)
Haspeslagh, Farquhar (1987), Huang, Walkling (1987), James, Wier (1987), Neely (1987),
Ravenscraft Scherer (1987a, b), Sicherman, Pettway (1987), Singh, Montgomery (1987),
Travlos (1987), Travlos, Waegelein (1992), Trifts, Scanlon (1987), Varaiya, Ferris (1987),
Auerbach (1988, 1989), Barney (1988, 1991), Bradley, Desai, Kim (1988), Brown, Medoff
(1983), Hall (1988, 1990, 1999), Morck, Shleifer, Vishny (19880, Nahavandi, Malekzadeh
(1988), Schipper, Thompson (1983), Shelton (1988), Walsh (1988, B8y, Ghazanfari,
Torabzadeh (1989), Bulow, Rogoff (1989), Cantwell (1988)hofsky, Fraser1989), Fishman
(1989), Fowler, Schmidt (1989), Golbe, White (1989), Hannan, Wolken (1989), Hayn (1989),
Jacquemin, Slade (1989), Kaen, Tehranian (1989), Ravenscraft, Scherer (1989), Wall, Guy
(1989), Baradwaj, Fraser, Furtado (1990), Baradwaj, Dubofsky, Fraser (1992), Bhagat,
Shleifer, Vishny (1990), Borenstein (1990), Datta, Grant (1990), Datta (1991 )Datta,
Iskanderbatta, Raman(1992)Datta, IskandaiDatta (1995), Datta, IskandaDatta, Raman
(2001),Farrell, Shapiro (1990)Hawawini, Swary (1990), Healy, Palepu, Ruback (1990), Hunt
(1990), Farrell, Shapiro (1990), Hitt, Hoskisson, Ireland (1990), Hitt, Hoskisson, Ireland,
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Harrison (1991), Hitt, Hoskisson, Johnson, Moesel (1996), Hitt, Harrison, Ireland, Best (1998)
Hitt, Harrison, Ireland (2001),Holmes, Schmitz (1990), Kamien, Zang (1990 1991, 1993),
Lahey, Conn (1990), Loderer, Martin (1990), Rosett (1990), Seth (1990), Seth, Song, Petti
(2002), Shastri (1990), Smith (199@Jornett, De (1991), Franks, Harris, Titman (199
Haspeslagh, Jemison (1BR Harris, Ravenscraft (1991), Harrison, Hitt, Hoskisson, Ireland
(1991), Mann, Sicherman (1991), Schweiger, Denisi (1991), Servaes (1991), Slusky, Cave
(1991), Willig (1991), Agrawal, Jaffe, Mandelker (1992), Agrawal, Jaffe (220023, Alford
(1992), Berger, Humphrey (1992), Berger, Mester (1997), Berger, Saunders, Scalise, Udell
(1997, 1998), Berger (1998), Berger, DeYoung, Hesna, Udell (1999), Berger, Demsetz, Strahar
(1999), Brush, Vanderwerf (1992), Brush (1996), Gaudet, Salant (1992), Grand$airiah,
Oskarsson, Sjoberg (1992), Healey, Palepu, Ruback (1992), Ingham, Kran, Lovestam (1992)
Loderer, Martin (1992), Shanley, Correa (1992), Srnivasan (1992), United States Department of
Justice (1992)Cannella, Hambrick (1993), Hambrick, Cannelle®93), Cotterill (1993, 2002),
Gibbs (1993), Kim, Singal (1993), Linder, Crane (1993), Neven, Nuttall, Seabright (1993),
Rhoades (1993), Rhoades (1994), Schréif93), Song, Walking (1993yuton, Oviatt, White
(1994), Chakrabarti Hauschildt, Suverkup1994), Clark, Ofek (1994), Houston, Ryngaert
(1994), Houston, James, Ryngaert (200Hudson (1994), Kesner, Shapiro, Sharma (1994),
Madura, Wiant (1994), Markides, Ittner (1994), Pablo (1994), Rhoades (1994), Smith, Kim
(1994), Werden, Froeb (19943 hristensen, Rosenbloom (1995), Collins, Kemsley, Shackelford
(1995), Collins, Kemsley, Shackelford (1995), Derhy (1995), Gerpott (1995), Gilbert, rgunshi
(1995), Gilbert, Tom (2001), Gilbert (2006), Kaplan, Ruback (1995), Long, Vousden (1995),
Sudarsanam (1995), Zhang (199Byush (1996), Esty, Narasimhan, Tufano (1996), Franks,
Mayer (1996), Freixas, Rochet (1996), Gerstein (1996), Mitchell, Mulherin (199B0ff Pi
(1996), Schwert (1996, 2000), Servaes (1996), Shapiro (1996), Vennet (1996), Vermeuler
Barkema (1996), Weber (1996), Akhavein, Berger, Humphrey (1997), Anand, Singh (1997),
Bergh (1997), Capron, Mitchell (1997, 1998), Capron, Dussauge, Mitchell (1998), Capron
(1999a, b), Capron, Hulland (1999), Capron, Pistre (2002), Collins, Maydew, Weiss),(1997
Covin, Kolenko, Sightler, Tudor (1997), Fubini, Price, Zollo (1997), Hayward, Hambrick
(1997), Hayward (2002), Head, Ries (1997), Holl, Kyriazis (1997), Klemperer (1997), Kroll,
Wright, Toombs, Leavell (1997), Krug, Hegarty (1997, 2001), Loughran, {i#97),
Megginson, Morga, Nail (1997), Powell (1997), Ramaswamy (1997), Rosenberg (1997), Siegel,
Waldman, Youngdahl (1997), Siegel (1999), Siegel, Simons, Lindstrom (2005), Sirower (1997)
Stavros (1997), Walraven (199'Barkema, Vermeulen (1998), Boy@raham (1998), Bulow,
Huang, Klemperer (1998, 1999), Chang (1998), Cole, Walraven (1998), Falvey (1998),
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Gonzalez, Vasconcellos, Kish (1998), Hadlock, Houston, Ryngaert (1998), Jamison (1998).
Larsson, Finkelstein (1999), Larsson, Brousseau, Driver, S{@664), Lieberman, Montgomery
(1998), Maquieria, Megginson, Nail (1998), Morosini, Shane, Singh (1998), Piloff, Santomero
(1998), Prager, Hannan (1998), Rau, Vermaelen (1998), Resti (1998), Rhoades (1998), Andrade
Stafford (19992009, Andrade, Mitchell, Stafford (2001), Boot (1999), Bresman, Birkinshaw,
Nobel (1999), Brown, Lo, Lys (1999), Beatty, Riffe, Thompson (1999), Bresman, Birkinshaw
Nobel (1999), Chadhuri, Tabrizi (1999), Dechow, Hutton, Sloan (1999), Dermine (1999), Eccles,
Lanes, Wilson (1999), Focarelli, Fabio, Salleo (1999), Focarelli, Panetta, Salleo (2002, 2003),
Haleblian, Finkelstein (1999), Harford (1999, 2005), Rappaport, Sirower (1999), Safieddine,
Titman (1999), Sapienza (1999), Saunders (1988¢n, Gale (2000), Becher (2000), Bee
(2000, 2004, 2006a, b), Betton, Eckbo (2000), Betton, Eckbo, Thorburn (2008, 2009), Black
(2000), Blonigen, Taylor (2000Brouthers K D, Brouthers L E (2000), Carey (2000), Cheng,
McNamara (2000), Chudnovsky (2000), Cydibone, Murgia (2000), DMello, Shroff (2000),
Empson (2000), Ernst, Vitt (2000), Hunya, Kalotay (2000), Inkpen, Sundaram, Rockwood
(2000), Kane (2000), Kang, Johansson (2000), Kang, Sakai (2000), Mulherin, Boone (2000),
Ranft, Lord (2000), Schoenberg (2000), Schwert (2000), Seth, Song, Pettit (2000), Sorense
(2000), UNCTAD (2000), Walker (2000), Wheelock, Wilg#00), World Investment Report
(2000),Ahuja, Katila (2001), Astebro, Winter (2001), Bergh (2001), Bliss, Rosen (2001), Buch,
Delong (2001), Carretta (2001, 2007), Carretta, Farina, Schwizer (2005a, b, 2008), Das,
Sengupta (2001), Gupta, Ross (2001), Horn, Levinsohn (2001), Jovanovic, Rousseau (200:
2002a, b), Linn, Switzer (2001), Maksimovic, Phillips (2001), North (2001), Paulter (2001),
Pratt (2001), Roeller, Stenneck, Verboven (2001), Vermeulen, Barkema (2088mh), Delios
(2002), Beckman, Haunschild (2002), Beckmann, Eppendorfer, Neimke (2002), Bekier, Sheltol
(2002), Bhojraj, Lee (2002), Bris, Cabolis (2002), Conyon, Girma, Thompson, Wright (2002a, b,
c, 2004), Fuller, Netter, Stegemoller (2002), Gaughan (2002), Hagedoorn, Duysters (2002),
Harris, Robinson (2002), Harzing (2002), Hayward (2002), Heron, Lie (2002), Lall (2002), Lie
E, Lie H J (2002), Liu, Nissim, Thomas (2002), Mumcu, Zenginobuz (2002), Ranft, Lord (2002),
Sakai (2002), Schmid, Wahrenburg (200Bgnjamin (2003), Branch, Taewon (2003), Coff
(2003), Core, Guay, Van Buskirk (2003), Evenett (2003), Gaughan (2003), Gugler, Mueller,
Yurtoglu, Zulehner (2003), Gugler, Yurtoglu (2004), Officer (2003, 2004, 2006, 2007), King,
Driessnack (2003), King, Covin, Hegarty (2003), King, Dalton, Daily, Covin (2004), King,
Slotegraaf, Kesner (2008), Puranam, Singh, Zollo (2003), Schonfeld, Malik (2003), Schmidt
(2003), Soderberg, Vaara (2003), Stahl, Voigt (2003), Sudarsavdaimate (2003), Van Beers,
Sadowski (2003), Warf (2003)thanasoglou, Brissimis (2008Beitel, Schiereck, Wahrenburg
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(2004), Billett, TaeHsien, King D, Mauer (2004), Bjorvatn (2004), Bruner (2004), Burkart,
Panunzi (2004), Camara, Renjen (2004), Carow, Heron, Saxton (2004), Feea, Thomas (2004)
Girma, Goérg (2004), Goergen, Renneboog (2004), Goergen, Martynova, Renneboog (2005)
Grinstein (2004), Hartzell, Ofek, Yermack (2004), Huck, Konrad (2004), Humphedy, V
(2004), Javidan, Pablo, Singh, Hitt, Jemison (2004), Katz, Shelanski (2004), Kini, Kracaw, Mian
(2004), Lehto, Lehtoranta (2004), Lehto, Bdockerman (2006), Lepetit, Patry, Rous (2004),
McCahery, Renneboog, Ritter, Haller (2004), Mitchell, Pulvino, Stafford (2004), éfoell
Schligemann, Stultz (2004), Moeller, Schlingemann (2005), Moeller, Schlingemann, Stulz
(2007), Mukherjee, Kiymaz, Baker (2004), Pangarkar (2004), Penas, Unal (2004), Rosen (2004)
Rossi, Volpin (2004), Saxton, Dollinger (2004), Shimizu, Hitt, Vaidyanath, Pisano (2004), Zollo,
Sigh (2004), Zollo, Meier (2008)Aluko, Amidu (2005), Aminian, Campart (2005), Arzac
(2005), Brakman, Garretsen, Van Marrewijk (2005), Calomiris, Pornrojnangkool (2005),
Cassiman, Colombo, Garrone, Veugelers (2005), Cassiman, Colombo (2006), Cassiman, Ued
(2006), Conn, Cosh, Guest, Hughes (2005), Di Giovanni (2005), Faccio, Masulis (2005), Fox
(2005), Fridolfsson, Stennek (20050, Gleason, Rosenthal, Wiggins (2005), Globerman, Shapiro
(2005), Goedhart, Koller, Wessels (2005), Gorton, Khal, Rosen (2005), (#@a8), Hussinger
(2005, 2010, 2012), Jon€x(2005), Knapp, Gart, Becher (2005), Kusstatscher, Cooper (2005),
Martynova, Renneboog (2005), Martynova, Renneboog (2006), Mdel{@005), Ollinger,
Nguyen, Blayney, Chambers, Nelson (2005), Ou (20@8),KeyPoint LLC (2005), Prabhu,
Chandy, Ellis (2005), Pradhan, Abraham (2005), Pradhan, Alakshendra (2006)hd?frad
(2007a, b), Rdller (2005), Schweizer (2005), Shahrur (2098ut, Goldstein (2006), Brakman,
Garretsen, Van Marrewijk (2006), Brauer (2006), Buehler, Kaiser, Jaeger (2006), Campa,
Hernando (2006), Carow, Kane, Narayanan (2006), Clodt, Hagedoorn, Van Kranenburg (2006),
Dong, Hirschleifer, Richardson, Teoh (2006), Fumagalli, Vasconcelos (2006), Heeley, King,
Covin (2006), Higgins, Rodriguez (200&)pmmerud, Straume, Sorgard (2006), Paruchuri,
Nerkar, Hambrick (2006), Puranam, Singh, Zollo (2006), Qiu, Wen Zhou (2006), Saggi, Yildiz
(2006), Schnoor (2006a, b), Siegel, Simons (2006, ,2Z808), Marsh, Siegel, Simons (2007)
Veugelers (2006), Bartram, Burns, Helwege (2007), Becker, Fuest (2007a, b), Davidson, Ferret
(2007), DeLong, DeYoung (2007), Evans, Noel (2007), Farina (2007), Gantumur, Stephan
(2007), Hutson (2007), Jackson, Miyajima (2007), Kamaly (2007), Kapoor, Lim (2007a, b),
Koetter, Bos, Heid, Kolari, Kool, Porath (2007), Krishnan, Hitt, Park (2007), Kim, Choi (2007),
Masulis, Wang, Xie (2007), Mjgs (2007), Hetland, Mjgs (2011), Nagano, Yuan (2007), Neary
(2007), Nocke, Yeaple (2007), Ogura, Uchida (2007), Szilagyi (2B0djhe, Mulherin2008),

Brealy (2008a, b), Breinlich (2008), Damiani, Pompei (2008), DePamphilis (2008), Gavious,
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Schwartz (2008), Maksimovic, Phillips, Prabhala (2008), Neto, Brandao, Cerqueira (2008a, b),
Norback, Persson (2008a, b), Norbéack, Persson, Vlachos (2009), Toxvaerd (2008), Varme
(2008), Venkiteswaran (2008), Balcaen, Buyze, Ooghe (2009), DeYoung, Evanoff, Molyneu:
(2009), Elnathan, Gavious, Hauser (2009), Jones K (2009), Ornaghi (2009), Panetta, Schivardi,
Shum (2009), Patel, Bourgeois (2009), Van Beers, Dekker (2009), Van Lelyveld, Knot (2009)
Wong (2009), Aharon, Gavious, Yosef (2010), Byrne (2010), Lenz (2010), Spyrou, Siougle
(2010), Asimakopoulos, Athanasoglou (2011), Beltratti, Paladino (2011), Brealey, Myens, Alle
(2011), Chaudhuri (2011), Chen, Chou, Lee (2011), Jie, Song, Walkling (2011), Netter,
Stegemoller, Wintoki (2011), Vallascas, Hegendorff (2011), Binder (2012), Fornalczyk, (2012)
Mehwish, Kayani, Javid (2012), Rus (2012), Weitzel, Kling (2012), Friedman)(20di&herjee,
Chowdhury (2013), Pdter, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, Arnet
(2013), Shumska, Stepanenko-Lypovyk (2013), UNCTAD (2013), Wikipedia (2013).

Analysis of mergers and acquisitions transactions strategiem diffusion -
type financial system in Switzetand

We analyzed théi&A transactionsin Switzerlandin such industries segments as the
chemicals; commodities; consumer markets; financial services; industrial market
pharmaceuticals & life sciences; power & utilities; private equity; technologgdian&
telecommunicationsver the last few decadassing the data imabs. 13- 30 in Pfister, Kerler,
Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, Arnet (28&8)some other data sources

We would like to make the following research comments:

1. We thinkthat the globalization has a strong influenan the M&A dealscompletion in
Switzerland.This researchobservationis in a good agreement with the data, which has been
early documentedn Lenz (2010)“Globalizationand economies of scale effects faefporate
mergeractivities in nearly every sector. Nevertheless empirical studies have shown #tat mo
mergers and acquisitionfail to be successful and destroy shareholders wealth. If the firm’s
management has a clear picture of the relationship betWreetakeover premium and the
requested return of synergy in the future, some irrational decisions can be &vaidedhl
number offorthcomingM&A transactiongnd their cumulative value Bwitzerlandnamely the
M&A transactions, whichwould be initiated by the growing businesses from the emerging
economies, could increase exponentially in coming years as a direct result okzgtaiali

2. We believethat the fluctuating dependence of the M&A transactionsumber over the

certain time period is quastperiodic and cyclic This research observation is in full agreement
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with the research results @haudhuri (2011)“Over the decades, due ¢obalization merger
waveshave taken on an increasingly international dimension. The volunaossborder
mergershas grown over time such that, 200Q the ratio of the value aflobal crossborder
mergersto the value ofglobal foreign direct investment (FDWas about80% (UNCTAD
(2000). There is considerable evidence thaeissborder mergergend to occur irwawes(see,

for example,Gaughan (2002), Gugler et al (2003) and UNCTAD.s World Investment Report
(2004).” The oscillating nature of thB®I&A transactions numbewas also reported irDerhy
(1995) “The restructurizations which occurred in several western countries analyzed over a
long period of time, reveal the existencenadrgers and acquisitions (M&A) wavédloreover,

the time fluctuationof M&A transactions numbewas reported inBrakman, Garretsen, Van
Marrewijk (2005)write: “Analyzing M&As in a Generd Oligopolistic Equilibrium (GOLE)
model incorporating strategic interaction between firms in a general equilits@iting, we
argue thatM&As follow revealed comparative advantage as measured IBalhssa indexand
M&As come in waves.The evidencesn the oscillating wave nature of the M&A transactions
were presented iGorton, Khal, Rosen (2005), Martynova, Renneboog (2005), Toxvaerd (2008)
3. We think that there are many factors, which can generate the quasi periodic
oscillations of the M&A transactions number in the time domain, for example: the stock
market bubble effectsAharon, Gavious, Yosef (2018halyzed thestock market bubble effects
on themergers and acquisitions (M&A) transactioreonsidering the changes in the pricing of
M&A transactims throughout the four syieriods.Aharon, Gavious, Yosef (2010%ed the
univariate analysisas well as thenultivariate analysistaking to the account the fact that the
differences in the valuation multiples can derive not only fromidestrial affiiation, time
period or market trend but also from thearget firm’s profitability, risk and growth Aharon,
Gavious, Yosef (2010)YWe document a considerable increase in the prevalendd&a#t
transactionsduring the bubble for all sectors, followed byealuction to préoubble levels at the
bursting of the bubble, and further reduction in-sefuent posburst in years, despite recovery
in the caital markets during that time Applying the integrative creative collateral design
thinking principlesto analyze the M&A transactionsbehaviourtrends we propose that the
econophysicsechniques can be uséd accurately characterize thd&A transactions number
quasi-periodic oscillationsn various industrial sectors over the selected time perindour
reearch approachthe M&A transactions numbeguasi-periodicoscillations depend on the
following factors 1) the changes ofcompanies valuationsver the time; 2) thechanges of
companies stock market shares prices dhertime 3) the changes of companiksowledge
absorption capacities in the process of integration awer time and 4) the changes of the
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particular industry sector performance index oviee time We performed the research of the
nonlinearities in the M&A transactions number quasi-periodic oscillations in Matlab,
including the following dependencesl) the ideal dependence of the M&A transactions
number quasiperiodic oscillationsover the time, 2) the linear dependence of tM&A
transactions number quagperiodic oscillationsover the tine, 3) the quadratic dependence of
the M&A transactions number quasperiodic oscillationsover the time, 2) the exponential
dependence of thél&A transactions number quasperiodic oscillationsover the timein
Ledenyov D O, Ledenyov V O (2013)).

4. Researchnig the M&A transactionsin Europe, North Americaand Asia — Australia
regions over the long time period of observatiome discoveredthe Ledenyov effectthe
average of a sum of random numbers in the M&A transactions time series representsea tim
serieswith the quasi periodicsystematiascillations which can be finelyapproximated bythe
polynomial numbers.We think that he Ledenyov effecin the case of th&1&A transactions
quasi periodic cyclesan be considered as simitarthe Slutsky-Yule effectin Slutsky (19273)
Yule (1927)n the cases of tHeusiness cycleand thesolar activity cycles

5. The absorption theoryhas been creatednd applied to understand theature of
absorption processdsy the different chemical compoundis the variousphysi@l — chemical
systemsn thephysicsandchemistryat the research institutions and top leagoiersities in the
XX — XXI centuries for examplein the nuclear physicsn Ledenyov O P, Neklyudov (2013),
Neklyudov, Dovbnya, Dikiy, Ledenyov O P, LyashR0138), Neklyudov, Ledenyov O P,
Fedorova, Poltinin (2013a, b), Neklyudov, Fedorova, Poltinin, Ledenyov O P (2013), Ledenyov
O P, Neklyudov, Poltinin, Fedorova (20123, bNeklyudov, Ledenyov O P, Fedorova, Poltinin
(2012) In the econophysicsthe absorpton procesplays an important rolen Cohen Levinthal
(1990) Therefore, it is a subject of intensive resedrcfohen Levinthal(1990) For instance,
the absorptive capacityn the M&A deals in Germanyhave been investigated Hussinger
(2010, 2012)We think that, in thecourse ofthe M&A transaction implementation the ability

by the companies to absorb the newly acquitetbwledgeand to create the new innovative
knowledge baseis a keypre-determinant ofthe M&A deal completionsuccess.In our
opinion, the integrative collateral creative design thilmg has a direct impacton the
company’s knowledge absorptioproperties toward the new innovative knowledge base
formation in the highly competitiveglobal markets

6. The strategy selection problems have been extensively researdbheder (1987, 1996,
2008), Besanko, Shanley, Dranove (2007), Gavetti, Rivkin (2007), Teece, Winter. {2@07)

would like to state that the winning virtuous mergers and acquisitions tratiems strategies
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in diffusion - type financial systemsin highly volatile global capital rarkets with
nonlinearities can only be selected through the decision making process on the kl&ices,
applyingthe econophysical econometrical analysis Amemiya (1985)Greene (2008yith the
use of the inductive, deductivend abductive logicsn Martin (1998-1999, 2005-2006).

List of M&A t ransactions in Switzerland in 2012

Tab. 13.List of M&A transactions inteemicals in Switzerland in 2012
(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 14 List of M&A transactions ircommodities in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 15 List of M&A transactions ircommodities in Switzerland in 2012

(after Pfister, Kerler, Valk, Ren, Peyer, Kuhn, Hintermann, Ljaskowsky, Arnet (2013)).
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Tab. 16 List of M&A transactions ircommodities in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 17 List of M&A transactons incommodities in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 18.List of M&A transactions irconsumer rarkets in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peydfuhn, Hintermann, Ljaskowsky, Arnet (2013)).
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Tab. 19 List of M&A transactions irconsumer rarkets in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 20 List of M&A transactions ifinancial services in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 21.List of M&Atransactions in industrial markets in Switzerland in 2012
(after Pfister, Kerler, Valk, Prien, Peyduhn, Hintermann, Ljaskowsky, Arnet (2013)).
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Tab. 22 List of M&A transactions in industrial arkets in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 23.List of M&A transactionsn industrial markets in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).

Tab. 24.List of M&A transactions in pharmaceuticals and life sciences in Switzerland in 2012

(after Pfister, KerlerValk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, Arnet (2013)).
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Tab. 25 List of M&A transactions in powertllities in Switzerland in 2012
(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 26.List of M&A transactions in technology, media and telecommunications in Switzerland
in 2012 (after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, @O{ER)).

82



Tab. 27 List of M&A transactions in technology, media and telecommunicatioBwitzerland
in 2012 (after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, @0ER)).
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Tab. 28.List of M&A transactions intherindustries in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann skawvsky, Arnet (2013)).
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Tab. 29.List of M&A transactions in othendustries in Switzerland in 2012

(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A20&8)).
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Tab. 30 List of M&A transactions in other industries invizerland in 2012
(after Pfister, Kerler, Valk, Prien, Peyer, Kuhn, Hintermann, Ljaskowsky, A2048)).
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Conclusion

The M&A transactions represent a wide range of unique business optimization
opportunities in the corporate transformation dealsch areusuallycharacterized by the high
level of total risk The M&A transactionscan be successfully implementdaly taking to an
accountthe size of investments, purchase price, direction of transaction, type of tiamsaud
usingthe modern comparable transactions analysis and the business valuation techrilypies
diffusion — type financial systemsin the finances We analyzedthe M&A transactionsin
Switzerlandin 2012in variousindustrial segnents We think that the globalization has a strong
influence on thesuccessfulM&A deals completion in Switzerland We believe that the
fluctuating dependence dfl&A transactionsnumber over the certain time period is quasi
periodic We think that there are many factors, which can generate the quasi pesittiations
of the M&A transactionsnumber in the time domain, for example: the stock market bubble
effects. We performed the research ofibelinearitiesin the M&A transactions number quasi
periodic oscillatios in Matlab, including the ideal, linear quadratic, and exponential
dependences. We discover#tat the average of a sum of random numbers in M&A
transactionstime series represents a time series with the quasi periodic systematic assjllatio
which can be finely approximated by the polynomial numbers. We think that, in the cothree of
M&A transactionimplementation, the ability by the companies to absorb the newly acquired
knowledge and to create the new innovative knowledgespmsa key pradeterminant of the
M&A deal completion success. In our opinion, the integrative collateral creative desigimg
has a direct impact dhe new innovative knowledge bagesmationby companies in the highly
competitive global markets. We would like to state that whening virtuous mergers and
acquisitions transactions strategiasthediffusion- type financial systemsa thehighly volatile
global capital marketsvith the nonlinearitiescan only be selected through the decision making
process on thevarious availableM&A choices applying tle econophysicaleconometrical

analysiswith the use of thenductive, deductivandabductive logics
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