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Abstract 
Synergy theory holds that horizontal mergers and acquisitions (M&A) are 
conducted to obtain economies of scale. Horizontal M&A help companies re-
structure assets and resources, thereby improving the efficiency of manage-
ment. Technology diffusion from the same industry help companies com-
plement each other in R&D and improve product quality and efficiency. In 
addition, horizontal M&A can eliminate duplicate labor and achieve efficient 
use of equipment, thereby reducing fixed production costs. Scholars have 
made fruitful researches on the motives of horizontal M&A, and tend to agree 
that companies can profit from horizontal M&A. There are mixed results of 
empirical research on the effect of horizontal M&A, and cases of M&A failure 
occur from time to time. Whether horizontal M&A can achieve the desired re-
sults of managers? This paper chooses the horizontal M&A events between 
1995 and 2005 when both sides of M&A are listed companies in the United 
States. Event study method is used to compare the volatility of stock prices in 
the event window of each participant to test the short-term performance of ho-
rizontal M&A. The empirical results of this paper show that the stock market 
in the United States has responded about a week before the announcement 
date of horizontal M&A due to the lack of standardization of information 
disclosure or inadequate regulatory means. Horizontal M&A enhance the 
shareholder wealth of the targets in the short term, while cause loss of share-
holder wealth of the bidders on the announcement day of M&A. 
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1. Introduction 

Horizontal mergers and acquisitions (horizontal M&A), as widely adopted by 
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growth companies and early-stage enterprises, occupy an important position in 
the global wave of mergers and acquisitions. According to the SDC Platinum 
database, in the United States, where the wave of mergers and acquisitions was 
most active, there were 3214 horizontal mergers and acquisitions between 1976 
and 2016. As a fast-growing developing country, horizontal mergers and acqui-
sitions have always been the dominant way of mergers and acquisitions in Chi-
na. According to Wind database, between 2000 and 2017, there were 49,562 
mergers and acquisitions in Chinese enterprises, including 20,627 horizontal 
mergers and acquisitions. The statistical results of mergers and acquisitions 
showed that horizontal integration accounted for 41.63% of all M&A motives. 

After the completion of the horizontal M&A transaction, can the business 
performance of the company meet the expectations of the manager? The actual 
M&A case did not give a consistent answer. 

In 1995, Kimberly-Clark acquired the paper giant Scott Paper for the expan-
sion of its business. After the horizontal merger was completed, Kimberly-Clark 
announced that the first year after the merger achieved nearly $2.5 million in 
cost savings, and the next year realized 4 million. The dollar savings, the third 
year of cost savings is up to 5 million US dollars [1]. Another example is the 
merger of Hewlett-Packard (HP) and Compaq, the newly merged company 
halved the original 109 product distribution centers. In the first nine months of 
the merger, more than $1 billion in cost savings related to the supply chain, such 
as raw material procurement, logistics and factory rationalization, was achieved 
[2]. In 2016, after DiDi announced the acquisition of Uber China, DiDi ac-
counted for over 90% of the domestic taxi software market in China. The decline 
in costs and the increase in sales have brought huge synergies to DiDi. The total 
number of orders dropped from 1.4 billion in 2015 to more than 7.43 billion at 
the end of 2017, and the number of users increased from 150 million in 2015 to 
more than 450 million users by the end of 2017 [3]. 

Behind the successful horizontal mergers and acquisitions, the case of failed 
M&A happens sometimes. Marks&Mirvis [4] point out that nearly three-quarters 
of M&A is unsatisfactory when measuring M&A performance by stock value, 
return on investment, and post-merger profitability metrics. Mark L. Sirower, 
professor of New York University’s Stern School of Business and the author of 
“The Traps of Synergies”, analyzes the stocks of 100 large M&A transactions 
between 1994 and 1997. The results show that after one year of completion of 
the merger, the acquirers’ stock price average 8.6% lower than the S&P 500, and 
32 companies have stock prices below the prices 5 days before the M&A deal. 
What factors affect the performance of corporate mergers and acquisitions? 

Since the actual horizontal merger cases do not give a consistent answer, we 
empirically investigate whether merging firms realize benefits associated with 
shareholder wealth using firm-level data from same-industry mergers with an-
nouncement dates ranging from 1995 to 2005 in USA. To test whether merged 
firms realize any benefits with shareholder wealth, we compare the abnormal 
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return of stock under three event windows (−30, +30), (−10, +10) and (−5, +5). 
The abnormal return of stock is defined as the difference between the actual re-
turn of stock and the expected return of stock under event windows. We also 
empirically investigate whether the abnormal return of stocks are different in 
industries. For this purpose, we also split full sample according to industries into 
four subsamples. 

We find acquirers obtain significant negative abnormal return of stocks on the 
M&A announcement date which means that the shareholder’s wealth of acquir-
ers suffer loss. On the day of the M&A announcement, targets obtain significant 
positive abnormal return of stocks, indicating that the stock market of targets 
show a very positive response to the release of the horizontal M&A information. 
Horizontal M&A increase the shareholder wealth of the targets in the short term. 
Similar conclusions can be verified in the empirical results of the subsamples. 

We also find the abnormal return of stocks is different in industries. We 
find horizontal mergers and acquisitions have the most obvious impact on the 
shareholder wealth of targets in the manufacturing and wholesale and retail 
industries. Due to insufficient information disclosure or inadequate supervi-
sion means, the stock market of targets in the manufacturing and service in-
dustries react in advance to the announcement of mergers about 5 days, while 
the stock market of targets in the wholesale and retail industry react in ad-
vance about 2 days, and the stock market of targets in the natural resources 
industry do not have a reaction in advance. The stock market of acquirers in 
the natural resources industry shows a negative reaction 1 day ahead of the 
horizontal merger announcement. The stock market of acquirers in the service 
industry shows a positive response 1 day in advance too. However, this posi-
tive reaction lack continuity, and the stock market reaction turn from positive 
to negative on the M&A announcement date. The stock market of acquirers in 
the manufacturing and wholesale and retail industries do not have a negative 
reaction in advance. 

This study utilizes a novel and large dataset of merging firms. The findings 
support the conclusions of previous scholars on horizontal mergers and acquisi-
tions enhance the wealth of the targets’ shareholders. For the mixed results on 
how horizontal mergers and acquisitions affect acquirers’ shareholders, this 
study also provide an empirical answer. 

Our study differs from previous empirical works on mergers in two respects. 
First, we use firm-level data taking place in many industries such as manufac-
turing, wholesale, retail trade and service and natural resources, while previous 
empirical works ignore industry factors. In fact, the horizontal mergers and ac-
quisitions performance of different industries will be different. Analysis of full 
samples and subsamples also make our finding more convincing. Second, we use 
the average abnormal return of stock on announcement date(AAR) and the 
Cumulative average abnormal return of stock(CAAR) under different event 
windows to test the hypotheses on horizontal M&A, while previous empirical 
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works only use one of them. Different test indicators help us to analyze the ho-
rizontal M&A performance on the announcement day and the performance 
within the event window. 

When enterprises make horizontal M&A decisions, it is a topic of great con-
cern to choose which targets can improve their operational efficiency. Our re-
search point out that horizontal mergers and acquisitions do not always bring 
benefits to the acquirers, and managers should make a rational valuation of the 
targets. Our findings give managers guidance in making horizontal M&A deci-
sions. 

The rest of this article is organized as follows. Section 2 develops the hypo-
theses on horizontal M&A effects relying on theoretical work on synergy theory 
and signal transmission theory. Section 3 describes the hypothesis testing me-
thod and the details of the data sample that we utilize. Section 4 discusses the 
results of the empirical analyses. Finally, Section 5 concludes the paper by sum-
marizing the findings and limitations of the study and providing guidance for 
follow-up research. 

2. Literature Review 

Horizontal mergers and acquisitions may increase shareholder value through: 1) 
achieving synergies [5] [6] [7] [8], 2) Gaining market power [1] [5] [9] [10] [11]. 

The empirical work on horizontal mergers and acquisitions generally use 
Event-study method to compare the company’s abnormal return of stocks in 
different event windows. According to the empirical studies, the shareholder 
wealth of the targets improves after merging. There are different voices about 
whether horizontal mergers and acquisitions can enhance the shareholder 
wealth of the acquirers. 

Xiaohui Xu [12] focuses on the M&A events of Chinese listed companies from 
the 2003 to 2013, selecting three event windows (−1, +1), (−5, 5) and (−10, 10) 
respectively to study the impact of industry similarity on the short-term perfor-
mance of the acquirers and targets. The author finds the higher the similarity 
between the merging firms, the better the effect of horizontal mergers and acqui-
sitions. Duso&Gugler [13] use stock data of 167 global horizontal mergers and 
acquisitions events that suffered from EU antitrust review between 1990 and 
2002, the authors select four event windows (−2, +2), (−5, +5), (−25, +5) and 
(−50, +5) and find that both acquirers and targets obtain positive stock abnor-
mal returns in the four event windows. Wårell [14] investigates two major min-
ing companies Rio Tinto and North Ltd horizontal mergers in 2000, the results 
show that on the M&A announcement date, the target North Ltd achieves sig-
nificant positive abnormal return of 12.33%, and the acquirer Rio Tinto achieves 
significant positive abnormal return of 1.21%. When the event window is ex-
tended to (−5, +5), the results are still similar. Eckbo [15] studies a total of 259 
M&A samples from the same industry in the US mining industry and manufac-
turing industry. Among them, 76 mergers and acquisitions are questioned by the 
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government, claiming that they monopoly the product market. The author select 
two event windows (−20, +10) and (−3, +3) to examine the response of 76 sus-
pected M&A events in the stock market. The results show that acquirers realize 
significant positive abnormal return of 4.85% and 1.20% in Window 1 and 
Window 2, while targets realize abnormal return of 25.03% and 10.2% in win-
dow 1 and window2. 

Different from the results of the above scholars, Shahrur [16] selects three 
event windows (−1, 0), (−2, +2) and (−10, +10). The results show that under the 
window (−1, 0), targets obtain a positive abnormal return of 15.89%, the acquir-
ers receive a negative abnormal return of −0.61%. This finding shows that tar-
gets profit from the horizontal merger, while the short-term merger perfor-
mance of the acquirers decrease. Whether horizontal mergers and acquisitions 
bring the short-term improvement of the shareholder wealth still needs further 
discussion, which provides a breakthrough for the empirical research content of 
this paper. 

From the empirical research of the horizontal M&A, scholars have different 
choices in the selection of event windows. Similarly, they usually choose a short-
er time span as window 1 such as (−2, +2), (−3, +3) and (−5, +5), choose a long-
er time span as window 2 such as (−10, +10), (−20, +10) and (−25, +5). Multiple 
event windows comparison analysis help us to determine when the stock mar-
ket’s response to the announcement. 

Similar to the choices of Xiaohui Xu, Duso&Gugler and Wårell [12] [13] [14], 
our research use (−5, +5) as window 1. Similar to the choices of Shahrur and 
Xiaohui Xu, [12] [16], our research use (−10, +10) as window 2. Different from the 
above scholars, our research add a longer time span (−30, +30) as window 3. 

For industry differences, Wårell [14] focuses on one deals and Eckbo [15] 
concentrates on deals in mining and manufacturing industry, we use firm-level 
data on 583 merger deals taking place in many industries such as manufacturing, 
wholesale and retail trade, service and natural resources. 

3. Hypotheses 

Synergy theory holds that managers consider maximizing the interests of share-
holders when making M&A decisions. Therefore, during the negotiation 
process, M&A transaction can be successfully achieved only when the transac-
tion documents are favorable to the shareholders’ wealth of both parties [17]. 
Therefore, after the horizontal mergers and acquisitions, both parties have 
strong motivation to integrate resources to obtain economies of scale and thus 
increase the shareholders’ wealth of both side. 

The wealth of shareholders mainly comes from the premium income of stock 
and dividend income. Since dividend income depends on the company’s annual 
profit situation, premium income of stock is an important variable affecting the 
wealth of shareholders in the short-term view of M&A [18]. From the perspec-
tive of signal transmission theory, horizontal mergers and acquisitions convey to 
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the stock market a positive signal that acquirers will expand their scale to achieve 
economies of scale. This signal gives investors an optimistic expectation of the 
future development of the acquirers, which will cause the stock price to rise and 
acquirers obtain a positive stock premium income. The M&A announcement 
conveys to the stock investors the signal that the value of the targets is underva-
lued and the targets will face business restructuring. The companies selected as 
the M&A targets have been highly recognized by the acquirers. After obtaining 
the capital market signal, the investor adjusts the valuation of the targets. There-
fore, horizontal mergers can help the targets to obtain positive stock premium 
income. These theoretical predictions lead to our hypotheses. 

Hypothesis 1. Horizontal mergers and acquisitions can increase the share-
holder wealth of the acquirers in the short term. 

Hypothesis 2. Horizontal mergers and acquisitions can increase the share-
holder wealth of the targets in the short term. 

4. Research Method 

In theory, when the capital market is effective, the signals transmitted by hori-
zontal M&A as a major event will trigger fluctuations in stock prices, which in 
turn affect the changes in shareholder wealth. This paper uses event-study me-
thod to investigate the short-term performance of horizontal mergers and acqui-
sitions. 

The spirit of event-study method is to compare the actual stock return rate 
with the stock return rate under the assumption that the horizontal merger has 
not occurred which called “the normal stock return rate” of a certain period of 
observation during the period of the horizontal merger announcement which 
called“the event windows”. Through the analysis of the difference between the 
actual stock return rate and the normal stock return rate, which called “the ab-
normal stock return rate”, we can conclude whether merging firms improve 
their shareholder wealth or not. 

We use the following steps to carry out our event study. 
First, define the event window and the estimation window. The event day re-

fers to the date on which the targets and the acquirers issue horizontal merger 
announcements in the capital market. The event window is the observation time 
interval selected to study the impact of horizontal mergers on stock returns. 
With the extension of the event window, other irrelevant events occurred in the 
event window, such as the company’s announcement of distribution of divi-
dends, also increased the interference with our results. For the consideration of 
this factors, we select 30 days before and after the event day (−30, 30) as the 
event window 1, 10 days before and after the event day (−10, 10) as the event 
window 2, and 5 days before and after the event day (−5, 5) as the event window 
3. We draw our conclusions through comparing the empirical results under dif-
ferent event windows. The estimation window is a certain time range before the 
event window, and the stock return rate within this time range is the basis for 

https://doi.org/10.4236/ojbm.2019.72066


J. L. Jiang 
 

 

DOI: 10.4236/ojbm.2019.72066 982 Open Journal of Business and Management 
 

calculating the normal stock return rate in the event windows. This paper selects 
120 days before the event day and 31 days before the event day (−120, −31) as 
the estimation window. Figure 1 shows the merger timeline. 

Second, calculate the abnormal stock return rate in the event windows. This 
paper uses market model to estimate the normal stock return rate in the event 
windows. Market model assumes that there is a stable linear relationship be-
tween the actual stock return rate and the market stock return rate. Therefore, 
the linear relationship expression can be determined by using the actual stock 
return rate and the market stock return rate in the estimation window. Giving 
this linear relationship expression, we can calculate the normal stock return rate 
in the event window using the market stock return rate during that time.  

In the estimation window (−120, 31), we use the ordinary least squares (OLS) 
to calculate the estimated coefficients ˆiα , ˆ

iβ  and residual itε  for each stock. 

( )it estR  is the stock return rate of i stocks on the t day of the estimation window. 
𝑅𝑅𝑚𝑚𝑚𝑚  is the market stock return rate on t day. We use the S&P 500 Index to cal-
culate the market stock return rate. itAR  is the abnormal return rate of i stock 
on the t day. ( )it eventR  is the stock return rate of i stocks on the t day in the event 
window. The linear expression between the actual stock return rate and the 
market stock return rate in the estimation window is estimated as follows: 

( ) ( )
ˆˆi i itit est mt estR Rα β ε+= +  

( )it eventE R 
   is the normal stock return rate of stock i in the event windows. 

We use the following linear expression to calculate ( )it eventE R 
  : 

( ) ( )
ˆˆi iit event mt eventE R Rα β  = +   

Then, we use the following linear expression to calculate ( )it eventAR : 

( ) ( ) ( )it event it event it eventAR R E R = −    

Third, statistical test the abnormal stock return rate in the event windows. 
When we estimate the abnormal stock return rate of each stock in the event 
window, it is necessary to test whether the abnormal stock return rate is signifi-
cantly different from zero in order to judge whether the occurrence of horizontal 
mergers and acquisitions has a significant impact on the shareholder wealth. 

The abnormal stock return rate ( )it eventAR  of all N stocks in the event window  
 

 
Figure 1. Merger timeline. 
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constitutes a sample with N × L2 observations. L2 is the number of days in the 
event windows. Each abnormal stock return rate ( )it eventAR  is a random varia-
ble. To test whether the abnormal stock return rate is significantly different from 
zero, it is necessary to aggregate the construction statistics for these observa-
tions. We construct the following two statistics for analysis. 

( ) ( )
1

1 N

t event it event
i

AAR AR
N =

= ∑  

( ) ( )1 2 1 2, ,
1

1 N

t t i t t
i

CAAR CAR
N =

= ∑  

This paper uses independent sample T test to determine whether ( )t eventAAR  
and ( )1 2,t tCAAR  are significantly different from zero in event windows. The T 
statistics are as follows. 

( )it event

t
AAR

AR

AAR
t

S N
=  

( )

( )

1 2

,1 2

,

i t t

t t
CAAR

CAR

CAAR
t

S N
=  

5. Sampling Frame 

The precondition for the application of the event-study method is that the stock 
market is efficient. The US stock market started very early, and scholars have 
carried out a large number of empirical studies on whether the US stock market 
is efficient. The research results tend to be consistent and the US stock market is 
effective. 

Wurgler [19] analyzes the US stock market by collecting data from the Dow 
Jones Industrial Average from 1897 to 1959 and the S&P 500 index from 1929 to 
1959. The results show that the US stock market has reached a weak effective 
level in the middle of the 20th century, and the price of the stock already con-
tains all the historical information. Fama [20] uses the random walk model to 
investigate 30 stocks in the Dow Jones Industrial Index from 1957 to 1968. The 
results show that transaction costs have an impact on the efficiency of the stock 
market. Under the consideration of transaction costs, the US stock market is a 
weak and effective market. Box&Pierce [21] uses the autoregressive conditional 
heteroskedasticity model (ARCH) to test the efficiency of the US stock market. 
The T test results show that the stock historical price of the New York stock 
market cannot predict future stock return, so the stock market is efficient. For 
more literature on the efficiency of the US securities market, see the literature 
review by scholars [20] [22] [23]. 

We compile the sample of horizontal merger deals using Security Database 
Corporation’s (SDC) U.S. Mergers and Acquisition database. The daily stock re-
turn data of US listed companies used in this study are from the Center for Re-
search of Security Prices database (CRSP). Our aim is to investigate whether 
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merging firms improve their shareholder wealth. 
We impose the following filters to identify a sample of deals where synergy 

would be most likely enacted. First, to restructure asset, deals should be com-
pleted and the acquirers should purchase control rights in the targets. Therefore, 
after the transaction is completed, the shareholding of the acquirers by the ac-
quirer must exceed 50%. Second, acquirers and targets should operate in the 
same industry. For this purpose, mergers are restricted to the ones where ac-
quirers and targets share the same 2-digit Industry Sector (IS) code. Third, we 
drop all merger deals by the same target or acquirers (except for the first one) in 
order to attribute the change in shareholder wealth to the specific event. Fourth, 
acquirers and targets must have 61 days of stock return data in the event window 
(−30, +30). Fifth, acquirers and targets must have 90 days of stock return data in 
the estimation window (−120, −31). These filters produce 583 deals with an-
nouncement dates ranging from January 1995 to November 2005. Table 1 tabu-
lates the distribution of the deals according to industry. 53.52% percent of deals 
take place in the manufacturing industry, 6.17% percent in natural resources and 
34.82% percent in service industry and 5.49% percent in wholesale and retail 
industry. 

6. Results 

In order to present the empirical results more comprehensively, this study first 
analyzes the whole sample, and then splits the sample into four sub-samples of 
manufacturing, service, natural resources, and wholesale and retail. On the one 
hand, the sub-sample study further validates the conclusions of the whole sam-
ple. On the other hand, the sub-sample study can explore the differences in in-
ter-industry results and the particularities of each industry. 

The first hypothesis investigates whether the shareholder wealth of the ac-
quirers improves. If the hypothesis holds, the average abnormal return of stocks 
(AAR) on announcement date and the cumulative average abnormal return of 
stocks (CAAR) in the event windows should prove significantly greater than zero. 

Figure 2 and Figure 3 show the full sample daily average abnormal return of 
stocks (AAR) of the acquirers and the targets. On the day of the M&A an-
nouncement, the average abnormal return of stocks on both the acquirer and the 
acquirer peaked, and were numerically significantly different from any other day  

 
Table 1. Industry distribution of sample deals. 

2-Digit IS code Industry definition Sample total (%) 

AA-AV Manufacturing 53.52% 

EA-EC Natural resources 6.17% 

BA-BS Service 34.82% 

CA-CG wholesale and retail 5.49% 

Sample size (N) 583 
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Figure 2. Full sample AAR of the acquirers. 

 

 
Figure 3. Full sample AAR of the targets. 

 
in the event window. The AAR of the acquirers before the announcement date 
shows the fluctuation characteristics of positive and negative random walks, and 
the fluctuation range is between −0.30% and 0.24%. On the announcement date, 
the AAR of the acquirers plummeted to −0.97% suddenly. This shows that the 
stock market give a negative reaction to the acquirers on the M&A announce-
ment day. We found that between T = −30 and T = −17, the AAR of the targets 
show positive and negative random walk distribution characteristics too. Differ-
ent from the acquirers, between T = −16 and T = 0, the AAR of the targets is in-
creasing day by day. This phenomenon indicates that the news of the horizontal 
mergers and acquisitions by the acquirer has been informed in advance by the 
stock market, and the stock price has already responded before the announce-
ment date. On the announcement date, the AAR of the targets rise to 13.91% 
suddenly. This shows that the stock market give a positive reaction to the targets 
on the M&A announcement day. 

In order to verify the above findings, we further conduct full sample statistical 
T test on the AAR and CAAR of the acquirers and the targets. Table 2 and Ta-
ble 3 show the full sample AAR and CAAR T test results. From Table 2, We 
found the stock return of the acquirers decreased by 0.97% and pass the statistic-
al significance test (under the condition of 1% of the significance level) on the M  
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Table 2. T test on full sample AAR of the acquirers and the targets 

t 
acquirers targets 

mean t-statistics p-statistics mean t-statistics p-statistics 

−30 0.0024 (1.2863) (0.1988) 0.0028 (1.5866) (0.1130) 

−29 −0.0005 (−0.3062) (0.7596) −0.0043** (−2.5285) (0.0117) 

−28 0.0009 (0.4784) (0.6325) −0.0028 (−1.4544) (0.1463) 

−27 0.0009 (0.4371) (0.6622) 0.0025 (1.3650) (0.1727) 

−26 −0.0015 (−1.0823) (0.2796) 0.0028 (1.3264) (0.1851) 

−25 0.0014 (0.6133) (0.5399) 0.0020 (1.0717) (0.2842) 

−24 0.0004 (0.2196) (0.8263) 0.0001 (0.0389) (0.9690) 

−23 −0.0008 (−0.4702) (0.6384) 0.0015 (0.8030) (0.4222) 

−22 −0.0030* (−1.8709) (0.0619) 0.0003 (0.1833) (0.8546) 

−21 0.0023 (1.4037) (0.1609) 0.0003 (0.1982) (0.8430) 

−20 −0.0003 (−0.1726) (0.8630) −0.0015 (−0.7648) (0.4446) 

−19 −0.0003 (−0.1680) (0.8666) 0.0030 (1.4654) (0.1432) 

−18 −0.0006 (−0.3679) (0.7131) 0.0014 (0.7349) (0.4626) 

−17 −0.0001 (−0.0481) (0.9617) −0.0030* (−1.6849) (0.0924) 

−16 0.0009 (0.4923) (0.6227) 0.0050*** (2.8605) (0.0044) 

−15 −0.0013 (−0.8352) (0.4039) 0.0011 (0.6177) (0.5369) 

−14 0.0019 (1.0652) (0.2872) 0.0037 (1.4277) (0.1538) 

−13 0.0003 (0.1783) (0.8586) 0.0018 (0.8657) (0.3869) 

−12 −0.0025 (−1.4720) (0.1416) 0.0034** (2.0657) (0.0392) 

−11 −0.0016 (−0.9706) (0.3322) 0.0055** (2.5617) (0.0106) 

−10 −0.0008 (−0.5350) (0.5928) 0.0028 (1.4586) (0.1451) 

−9 −0.0004 (−0.2579) (0.7966) 0.0016 (0.8136) (0.4161) 

−8 0.0005 (0.3135) (0.7540) 0.0058*** (3.0244) (0.0026) 

−7 0.0011 (0.5728) (0.5670) 0.0035** (1.9971) (0.0462) 

−6 0.0003 (0.1411) (0.8878) 0.0033* (1.7394) (0.0824) 

−5 −0.0007 (−0.4915) (0.6232) 0.0085*** (4.2072) (0.0000) 

−4 0.0021 (1.0513) (0.2936) 0.0072*** (3.9853) (0.0001) 

−3 −0.0011 (−0.5590) (0.5764) 0.0078*** (3.8933) (0.0001) 

−2 0.0001 (0.0338) (0.9731) 0.0104*** (4.9772) (0.0000) 

−1 0.0012 (0.7695) (0.4419) 0.0190*** (7.5616) (0.0000) 

0 −0.0097*** (−3.9065) (0.0001) 0.1391*** (17.2129) (0.0000) 

1 −0.0007 (−0.3923) (0.6950) 0.0278*** (5.7712) (0.0000) 

2 −0.0004 (−0.1920) (0.8478) −0.0016 (−1.1764) (0.2398) 

3 0.0003 (0.1986) (0.8426) 0.0008 (0.5355) (0.5925) 

4 −0.0005 (−0.2958) (0.7675) −0.0026** (−2.1146) (0.0348) 
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5 0.0002 (0.1160) (0.9077) 0.0013 (0.5183) (0.6044) 

6 0.0001 (0.0318) (0.9746) −0.0024** (−1.9659) (0.0497) 

7 0.0005 (0.2516) (0.8014) 0.0014 (1.0153) (0.3103) 

8 −0.0010 (−0.4939) (0.6216) 0.0014 (1.0517) (0.2933) 

9 −0.0017 (−0.8758) (0.3815) −0.0003 (−0.2393) (0.8110) 

10 0.0004 (0.2228) (0.8238) −0.0015 (−1.1632) (0.2451) 

11 0.0017 (0.9506) (0.3422) −0.0017 (−1.5698) (0.1169) 

12 −0.0005 (−0.2273) (0.8202) −0.0009 (−0.7166) (0.4738) 

13 0.0003 (0.1810) (0.8564) 0.0010 (0.8665) (0.3865) 

14 −0.0010 (−0.6165) (0.5378) −0.0020 (−1.5697) (0.1169) 

15 −0.0013 (−0.7239) (0.4694) −0.0009 (−0.6028) (0.5468) 

16 0.0004 (0.2639) (0.7920) −0.0009 (−0.6981) (0.4853) 

17 −0.0006 (−0.3469) (0.7288) 0.0016 (0.7963) (0.4261) 

18 0.0011 (0.7178) (0.4732) −0.0011 (−0.9783) (0.3283) 

19 0.0008 (0.4945) (0.6211) 0.0016 (1.1218) (0.2623) 

20 −0.0020 (−1.2666) (0.2058) −0.0015 (−1.1064) (0.2689) 

21 0.0012 (0.7282) (0.4668) −0.0010 (−0.8293) (0.4072) 

22 −0.0012 (−0.7371) (0.4614) 0.0012 (0.9193) (0.3582) 

23 −0.0021 (−1.1890) (0.2349) −0.0007 (−0.5624) (0.5740) 

24 0.0004 (0.2395) (0.8108) 0.0010 (0.8533) (0.3938) 

25 −0.0019 (−1.2223) (0.2221) −0.0045*** (−3.4451) (0.0006) 

26 −0.0000 (−0.0177) (0.9859) 0.0000 (0.0079) (0.9937) 

27 0.0006 (0.3553) (0.7225) −0.0003 (−0.2035) (0.8388) 

28 −0.0018 (−1.1933) (0.2333) −0.0012 (−0.9307) (0.3523) 

29 0.0013 (0.7665) (0.4437) 0.0015 (1.3125) (0.1898) 

30 0.0001 (0.0687) (0.9453) 0.0012 (0.9054) (0.3655) 

Notes: *Denotes statistical significance at 10% levels; **Denotes statistical significance at 5% levels; ***Denotes 
statistical significance at 1% levels. 

 
Table 3. T test on full sample CAAR of the acquirers and the targets. 

windows 
acquirers targets 

(−30, +30) (−10, +10) (−5, +5) (−30, +30) (−10, +10) (−5, +5) 

mean −0.0159 −0.0104 −0.0092 0.2514*** 0.2333*** 0.2177*** 

t-statistics (−0.8740) (−1.0910) (−1.3666) (16.4000) (22.1433) (22.9245) 

p-statistics (0.3825) (0.2757) (0.1723) (0.0000) (0.0000) (0.0000) 

N 583 583 583 583 583 583 

Notes: *Denotes statistical significance at 10% levels; **Denotes statistical significance at 5% levels; ***Denotes 
statistical significance at 1% levels. 
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& A announcement day. This finding verify that the shareholder’s wealth of the 
acquirers suffer a loss on the M&A announcement day. We find the stock return 
rate of the acquirers decreased by 0.30% on T = −22, and pass the statistical sig-
nificance test (under the condition of 10% of the significance level). On other 
observation days, the stock return rate of the acquirers don’t pass the signific-
ance test. Considering that the T = −22 day is far from the announcement day, 
the phenomenon that the stock return rate declines may come from the interfe-
rence of other information in the stock market. Through the full sample AAR T 
test of the acquirers in the event window, it is assumed that Hypothesis 1 is not 
supported. On the contrary, the release of the horizontal M&A information re-
duces the shareholder’s wealth of the acquirers on the announcement day, and 
the stock return rate decreases by 0.97%. 

From Table 2, we find the targets obtain statistical significant stock abnormal 
returns between T = −8 and T = +1. It is worth noting that between T = −5 and 
T = +1, the targets obtain 0.85%, 0.72%, 0.78%, 1.04%, 1.90%, 13.91%, and 2.78% 
of the stock abnormal returns respectively, which all pass the statistical signific-
ance test (under the condition of 1% of the significance level). This shows that 
the impact of the M&A announcement on the stock price is especially concen-
trated from 5 days before the announcement date to 1 day after the announce-
ment date. The stock market has already responded one week before the an-
nouncement day. Our findings support hypothesis 2. 

From Table 3, we find the acquirers lost a total of 1.59%, 1.04% and 0.92% of 
the stock returns in (−30, +30), (−10, +10) and (−5, +5). However, the CAAR of 
the acquirers in three event windows are not statistically different from zero. We 
also find the targets obtain a total of 25.14%, 23.33% and 21.77% of the stock re-
turns in (−30, +30), (−10, +10) and (−5, +5). Different from the acquirers, the 
CAAR of the targets in three event windows are statistically different from zero 
(under the condition of 1% of the significance level). Our findings are further 
contrary to hypothesis 1. 

Table 4 and Table 5 show the AAR and CAAR of the acquirers in different 
industries. From Table 4, we find the AAR of the acquirers in manufacturing 
industry fell by an average of 0.94%, the AAR of the acquirers in service industry 
fell by an average of 0.96%, and is significantly different from zero (under the 
condition of 5% of the significance level) on the announcement day. Different 
from manufacturing industry, the AAR of the acquirers in service industry in-
crease by an average of 0.57% on the day before the announcement day, and is 
significantly different from zero (under the condition of 5% of the significance 
level). This indicates that the service stock market has responded positively to 
the horizontal merger and acquisition news one day ahead of schedule. Howev-
er, this positive response of the service industry stock market lack continuity and 
turn from positive to negative on the announcement day. On T = −1, the AAR of 
the acquirers in natural resource industry decrease by an average of 1.01%, and 
is significantly different from zero (under the condition of 10% of the significance  
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Table 4. T test on subsample AAR of the acquirers in different industries. 

t 
manufacturing service wholesale and retail natural resources 

mean t-statistics p-statistics mean t-statistics p-statistics mean t-statistics p-statistics mean t-statistics p-statistics 

−30 0.0025 (1.2156) (0.2250) 0.0014 (0.3728) (0.7097) 0.0063 (0.5711) (0.5721) 0.0035 (0.4690) (0.6420) 

−29 −0.0003 (−0.1543) (0.8775) −0.0010 (−0.3090) (0.7577) −0.0046 (−0.4901) (0.6275) 0.0040 (0.6300) (0.5328) 

−28 0.0013 (0.5417) (0.5884) 0.0023 (0.5842) (0.5598) −0.0063 (−0.9163) (0.3666) −0.0034 (−0.5891) (0.5596) 

−27 0.0009 (0.2933) (0.7695) −0.0009 (−0.3192) (0.7499) 0.0037 (0.3956) (0.6951) 0.0088 (1.3681) (0.1800) 

−26 −0.0018 (−0.8736) (0.3830) 0.0017 (0.7691) (0.4427) −0.0112** (−2.3547) (0.0250) −0.0084** (−2.2644) (0.0298) 

−25 0.0045 (1.4429) (0.1501) −0.0020 (−0.4842) (0.6288) −0.0005 (−0.1052) (0.9169) −0.0047 (−0.7405) (0.4640) 

−24 0.0008 (0.3160) (0.7522) −0.0019 (−0.7527) (0.4525) −0.0057 (−0.8787) (0.3864) 0.0151** (2.2822) (0.0287) 

−23 −0.0013 (−0.5992) (0.5495) −0.0006 (−0.1925) (0.8475) 0.0056 (0.8893) (0.3807) −0.0033 (−0.4842) (0.6312) 

−22 −0.0051** (−2.1857) (0.0296) −0.0007 (−0.2471) (0.8051) −0.0011 (−0.1902) (0.8504) −0.0002 (−0.0316) (0.9750) 

−21 0.0007 (0.3003) (0.7641) 0.0067** (2.3692) (0.0188) −0.0034 (−0.6013) (0.5520) −0.0034 (−0.7496) (0.4585) 

−20 −0.0009 (−0.3782) (0.7055) 0.0012 (0.4024) (0.6878) −0.0085 (−1.2399) (0.2243) 0.0033 (0.5191) (0.6070) 

−19 0.0042 (1.6266) (0.1048) −0.0053 (−1.3181) (0.1890) −0.0084 (−1.0141) (0.3184) −0.0047 (−0.9604) (0.3435) 

−18 0.0018 (0.7662) (0.4442) −0.0022 (−0.7041) (0.4822) −0.0055 (−1.1575) (0.2559) −0.0084 (−1.4640) (0.1521) 

−17 −0.0001 (−0.0520) (0.9586) 0.0010 (0.2810) (0.7790) −0.0024 (−0.4880) (0.6290) −0.0037 (−0.9182) (0.3648) 

−16 −0.0031 (−1.2494) (0.2124) 0.0053* (1.7349) (0.0843) −0.0013 (−0.2327) (0.8175) 0.0125** (2.3072) (0.0271) 

−15 0.0002 (0.0774) (0.9384) −0.0008 (−0.3111) (0.7560) −0.0081 (−1.5668) (0.1273) −0.0101 (−1.5045) (0.1414) 

−14 0.0039 (1.4469) (0.1489) 0.0006 (0.1994) (0.8421) −0.0043 (−0.9076) (0.3711) −0.0019 (−0.3739) (0.7107) 

−13 0.0005 (0.2115) (0.8326) −0.0011 (−0.4877) (0.6263) −0.0070 (−1.3172) (0.1974) 0.0126** (2.6651) (0.0116) 

−12 −0.0044* (−1.7886) (0.0746) 0.0001 (0.0401) (0.9680) −0.0064 (−1.2633) (0.2159) 0.0024 (0.4515) (0.6544) 

−11 −0.0006 (−0.2413) (0.8095) −0.0027 (−1.0655) (0.2879) −0.0079 (−1.3485) (0.1873) 0.0013 (0.2575) (0.7983) 

−10 −0.0010 (−0.4250) (0.6711) 0.0002 (0.0669) (0.9467) −0.0104 (−1.6377) (0.1116) 0.0037 (1.0010) (0.3237) 

−9 0.0005 (0.1803) (0.8570) −0.0010 (−0.4719) (0.6375) −0.0018 (−0.2761) (0.7843) −0.0043 (−0.8547) (0.3985) 

−8 −0.0005 (−0.2295) (0.8186) 0.0018 (0.5670) (0.5714) −0.0010 (−0.1950) (0.8467) 0.0031 (0.5229) (0.6043) 

−7 −0.0022 (−1.0080) (0.3142) 0.0058 (1.3837) (0.1680) 0.0102* (1.8926) (0.0678) −0.0054 (−1.0964) (0.2804) 

−6 0.0027 (1.0183) (0.3093) −0.0021 (−0.7822) (0.4350) −0.0105 (−1.5032) (0.1429) 0.0017 (0.2932) (0.7711) 

−5 −0.0007 (−0.3256) (0.7450) −0.0013 (−0.5186) (0.6046) −0.0029 (−0.5740) (0.5701) 0.0040 (0.7850) (0.4377) 

−4 0.0037 (1.3630) (0.1739) −0.0028 (−0.8387) (0.4026) 0.0140 (1.2209) (0.2313) 0.0054 (0.7903) (0.4347) 

−3 −0.0009 (−0.3611) (0.7183) −0.0031 (−0.7791) (0.4368) 0.0016 (0.2518) (0.8028) 0.0052 (0.5243) (0.6034) 

−2 0.0030 (1.0392) (0.2995) −0.0029 (−1.2103) (0.2276) −0.0022 (−0.3391) (0.7369) −0.0065 (−0.6947) (0.4918) 

−1 −0.0006 (−0.3298) (0.7418) 0.0057** (1.9749) (0.0496) 0.0027 (0.4548) (0.6524) −0.0101* (−1.8004) (0.0804) 

0 −0.0094** (−2.5470) (0.0113) −0.0096** (−2.4738) (0.0142) −0.0104 (−1.3098) (0.1999) −0.0118 (−1.4695) (0.1506) 

1 −0.0040 (−1.5550) (0.1210) 0.0039 (1.6472) (0.1011) 0.0076 (1.3867) (0.1754) −0.0053 (−0.8818) (0.3839) 

2 −0.0015 (−0.5914) (0.5547) −0.0002 (−0.0590) (0.9530) −0.0062 (−0.6666) (0.5099) 0.0133 (1.6651) (0.1048) 

3 0.0004 (0.1421) (0.8871) −0.0003 (−0.1004) (0.9202) 0.0058 (1.3776) (0.1782) −0.0015 (−0.3809) (0.7056) 

4 −0.0025 (−1.0073) (0.3146) 0.0018 (0.5690) (0.5700) 0.0015 (0.2533) (0.8017) 0.0021 (0.4722) (0.6397) 
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5 0.0005 (0.1974) (0.8436) 0.0005 (0.2387) (0.8116) −0.0060 (−0.6526) (0.5188) 0.0013 (0.2466) (0.8067) 

6 −0.0020 (−0.9004) (0.3686) 0.0041 (1.3123) (0.1909) −0.0030 (−0.4099) (0.6847) −0.0024 (−0.5273) (0.6013) 

7 0.0014 (0.6312) (0.5284) −0.0034 (−0.9755) (0.3305) 0.0015 (0.2089) (0.8359) 0.0132 (1.6202) (0.1142) 

8 0.0008 (0.2590) (0.7958) −0.0032 (−1.1505) (0.2513) 0.0060 (1.0551) (0.2995) −0.0093* (−1.8980) (0.0660) 

9 −0.0010 (−0.3305) (0.7412) −0.0041 (−1.5779) (0.1162) 0.0086 (0.8778) (0.3868) −0.0045 (−0.4783) (0.6354) 

10 −0.0004 (−0.1676) (0.8670) 0.0023 (0.7418) (0.4591) −0.0082 (−1.5310) (0.1359) 0.0044 (0.3689) (0.7145) 

11 0.0011 (0.4135) (0.6795) 0.0016 (0.5937) (0.5534) 0.0093 (1.4193) (0.1658) 0.0008 (0.1450) (0.8856) 

12 −0.0024 (−0.8764) (0.3815) 0.0015 (0.3916) (0.6958) 0.0068 (0.8547) (0.3993) −0.0011 (−0.1997) (0.8429) 

13 −0.0035 (−1.5660) (0.1184) 0.0044 (1.4586) (0.1462) 0.0107 (1.5212) (0.1383) 0.0010 (0.2147) (0.8313) 

14 −0.0024 (−1.0448) (0.2969) 0.0009 (0.2951) (0.7682) −0.0020 (−0.3914) (0.6982) 0.0010 (0.2377) (0.8135) 

15 −0.0031 (−1.2885) (0.1985) 0.0009 (0.2702) (0.7873) 0.0087 (1.3082) (0.2004) −0.0064 (−1.2842) (0.2075) 

16 −0.0016 (−0.6594) (0.5101) 0.0030 (1.0247) (0.3067) −0.0005 (−0.0983) (0.9223) 0.0044 (1.0854) (0.2852) 

17 −0.0011 (−0.4220) (0.6733) 0.0009 (0.3296) (0.7420) −0.0066 (−1.1470) (0.2602) 0.0005 (0.0765) (0.9394) 

18 0.0010 (0.4924) (0.6228) −0.0019 (−0.7239) (0.4699) 0.0096 (1.4114) (0.1681) 0.0111*** (2.8967) (0.0065) 

19 −0.0003 (−0.1324) (0.8948) 0.0015 (0.6467) (0.5186) 0.0034 (0.5529) (0.5843) 0.0041 (1.3214) (0.1949) 

20 0.0006 (0.2754) (0.7832) −0.0057** (−2.0719) (0.0395) −0.0044 (−1.1215) (0.2707) −0.0013 (−0.2071) (0.8371) 

21 0.0014 (0.6617) (0.5087) 0.0016 (0.5107) (0.6101) −0.0043 (−1.0878) (0.2851) 0.0016 (0.3836) (0.7036) 

22 −0.0005 (−0.2564) (0.7978) −0.0025 (−0.8672) (0.3868) −0.0027 (−0.3806) (0.7061) 0.0023 (0.3927) (0.6969) 

23 −0.0024 (−0.9010) (0.3683) −0.0015 (−0.5816) (0.5615) 0.0065 (1.1912) (0.2426) −0.0100** (−2.0582) (0.0471) 

24 −0.0005 (−0.2143) (0.8304) 0.0030 (0.8812) (0.3792) −0.0031 (−0.4733) (0.6393) −0.0026 (−0.5138) (0.6106) 

25 −0.0033 (−1.4077) (0.1602) −0.0017 (−0.7616) (0.4472) 0.0085* (1.7464) (0.0906) 0.0004 (0.0710) (0.9438) 

26 −0.0010 (−0.4463) (0.6557) 0.0024 (0.8473) (0.3978) 0.0004 (0.0822) (0.9350) −0.0054 (−1.0355) (0.3075) 

27 −0.0009 (−0.3821) (0.7026) 0.0033 (1.2051) (0.2296) −0.0086 (−1.5730) (0.1259) 0.0061 (1.0513) (0.3003) 

28 −0.0028 (−1.3896) (0.1656) −0.0002 (−0.0795) (0.9367) 0.0005 (0.0856) (0.9323) −0.0044 (−0.7367) (0.4662) 

29 0.0024 (0.9751) (0.3303) −0.0032 (−1.1740) (0.2418) 0.0141 (1.5911) (0.1217) 0.0062 (1.2626) (0.2151) 

30 0.0008 (0.3721) (0.7101) −0.0030 (−1.1587) (0.2480) 0.0010 (0.1851) (0.8543) 0.0113 (0.9905) (0.3288) 

Notes: *Denotes statistical significance at 10% levels; **Denotes statistical significance at 5% levels; ***Denotes statistical significance at 1% levels. 

 
Table 5. T test on subsample CAAR of the acquirers in different industries. 

 manufacturing service wholesale and retail natural resources 

N 312 203 32 36 

windows 1 2 3 1 2 3 1 2 3 1 2 3 

mean −0.0285 −0.0135 −0.0120 −0.0014 −0.0078 −0.0081 −0.0327 −0.0032 0.0054 0.0269 −0.0038 −0.0039 

t-statistics (−1.0639) (−0.9839) (−1.2778) (−0.0500) (−0.5246) (−0.7288) (−0.4430) (−0.0717) (0.1620) (0.4906) (−0.1232) (−0.1807) 

p-statistics (0.2882) (0.3259) (0.2023) (0.9602) (0.6004) (0.4670) (0.6608) (0.9433) (0.8723) (0.6268) (0.9026) (0.8576) 

https://doi.org/10.4236/ojbm.2019.72066


J. L. Jiang 
 

 

DOI: 10.4236/ojbm.2019.72066 991 Open Journal of Business and Management 
 

level). This indicates that the natural resources stock market has made a negative 
reaction one day ahead of the announcement day. Similar to the service industry 
stock market, the natural resources stock market also has the phenomenon of 
early response to announcement information. The difference is that the natural 
resources stock market’s early reflection of M&A information is negative, while 
the service stock market is positive. What surprised us is that the wholesale and 
retail stock market seems to be insensitive to the information release of horizon-
tal mergers and acquisitions. We don’t find any statistical significant change in 
stock abnormal returns around the announcement day. 

From Table 5, we find the CAAR of the acquirers in manufacturing industry 
lost a total of 2.85%, 1.35% and 1.20% of the stock returns in (−30, +30), (−10, 
+10) and (−5, +5), acquirers in service industry lost a total of 0.14%, 0.78% and 
0.81% of the stock returns in (−30, +30), (−10, +10) and (−5, +5), acquirers in 
wholesale and retail industry lost a total of 3.27% and 0.32% of the stock returns 
in (−30, +30), (−10, +10). We also notice that acquirers in wholesale and retail 
industry obtain a total of 0.54% of the stock abnormal returns in (−5, +5). Un-
fortunately, this positive stock abnormal return is not statistically significantly 
different from zero. Through the analysis of the AAR and CAAR of the acquirers 
in different industries, we still do not found any evidence to support hypothesis 1. 

Table 6 and Table 7 show the AAR and CAAR of the targets in different in-
dustries. From Table 6, we find the targets in manufacturing industry gain a to-
tal of 1.14%, 0.69%, 0.86%, 1.22%, 2.35%, 16.43% and 3.70% of the stock returns 
in (−5, +1), which are significantly different from zero (under the condition of 
1% of the significance level). This shows that the manufacturing stock market 
has already reacted a week or so ahead the horizontal merger announcement 
day, which is consistent with the conclusion of the whole sample. Compared 
with the full sample, the manufacturing stock markets perform better and 
achieve an abnormal return of 2.52% over the full sample. The targets in service 
industry gain a total of 0.66%, 0.83%, 0.78%, 0.69%, 1.49%, 10.93% and 1.74% of 
the stock returns in (−5, +1), which are significantly different from zero. Com-
pared with the full sample, the stock markets in service industry perform lower 
and achieve an abnormal return of 2.98% less than the full sample. Different 
from the conclusions of full sample, the manufacturing subsample, and the ser-
vice subsample, targets in natural resources industry only achieve a statistically 
significant level of abnormal stock returns of 8.20% on announcement day. This 
shows that the impact of the M&A announcement on the targets’ stock price 
only appears on the announcement day, and the natural resources stock market 
did not appear to react in advance. Targets in wholesale and retail industry gain 
a total of 1.97%, 2.66% and 14.09% of the stock returns in (−2, 0), which are sig-
nificantly different from zero. This shows that the impact of the M&A an-
nouncement on the wholesale and retail stock price is particularly concentrate 
from 2 days before the announcement day to the announcement day. The 
wholesale and retail stock market has already responded about 2 days before the  
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Table 6. T test on subsample AAR of the targets in different industries. 

t 
manufacturing service wholesale and retail natural resources 

mean t-statistics p-statistics mean t-statistics p-statistics mean t-statistics p-statistics mean t-statistics p-statistics 

−30 0.0028 (1.1310) (0.2588) 0.0063** (2.1788) (0.0302) −0.0186*** (−2.7762) (0.0086) 0.0004 (0.0551) (0.9564) 

−29 −0.0038 (−1.5727) (0.1166) −0.0042 (−1.6029) (0.1102) −0.0082** (−2.0374) (0.0488) −0.0055 (−0.5942) (0.5559) 

−28 −0.0024 (−0.8491) (0.3964) 0.0002 (0.0652) (0.9480) −0.0110 (−1.3604) (0.1819) −0.0186 (−1.3814) (0.1752) 

−27 0.0073*** (2.6028) (0.0096) −0.0002 (−0.0922) (0.9266) −0.0048 (−0.5399) (0.5925) −0.0200** (−2.1095) (0.0415) 

−26 0.0030 (0.8813) (0.3787) 0.0015 (0.6586) (0.5108) 0.0043 (0.5049) (0.6166) 0.0080 (0.8202) (0.4172) 

−25 0.0000 (0.0168) (0.9866) 0.0043 (1.5212) (0.1294) 0.0035 (0.3473) (0.7304) 0.0046 (0.5188) (0.6069) 

−24 −0.0002 (−0.0918) (0.9269) 0.0025 (0.9355) (0.3504) −0.0010 (−0.0892) (0.9294) −0.0118 (−1.3479) (0.1857) 

−23 0.0021 (0.7800) (0.4359) −0.0005 (−0.2294) (0.8187) 0.0174 (1.2750) (0.2103) −0.0071 (−0.7756) (0.4428) 

−22 0.0029 (1.1105) (0.2675) −0.0034 (−1.4219) (0.1563) 0.0040 (0.7991) (0.4293) −0.0042 (−0.7497) (0.4580) 

−21 0.0000 (0.0091) (0.9927) 0.0001 (0.0222) (0.9823) −0.0055 (−0.9466) (0.3500) 0.0110* (1.8804) (0.0677) 

−20 −0.0025 (−0.8474) (0.3973) −0.0015 (−0.5915) (0.5547) 0.0129 (1.3766) (0.1769) −0.0049 (−0.7938) (0.4322) 

−19 0.0043 (1.5266) (0.1277) 0.0009 (0.2649) (0.7913) −0.0049 (−0.6249) (0.5359) 0.0111 (1.6566) (0.1058) 

−18 −0.0001 (−0.0182) (0.9855) 0.0044* (1.7683) (0.0782) −0.0007 (−0.0930) (0.9264) −0.0028 (−0.2821) (0.7794) 

−17 −0.0020 (−0.7900) (0.4300) −0.0043* (−1.6972) (0.0909) −0.0043 (−0.6581) (0.5145) −0.0028 (−0.2411) (0.8108) 

−16 0.0071*** (2.8536) (0.0046) 0.0023 (0.7828) (0.4344) 0.0020 (0.3501) (0.7283) 0.0046 (0.8002) (0.4286) 

−15 −0.0021 (−0.8954) (0.3711) 0.0043* (1.6714) (0.0958) 0.0002 (0.0414) (0.9672) 0.0125 (0.9531) (0.3466) 

−14 0.0040 (0.9495) (0.3429) 0.0030 (0.9731) (0.3314) 0.0118 (1.5352) (0.1332) −0.0030 (−0.5609) (0.5782) 

−13 −0.0015 (−0.6061) (0.5448) 0.0055 (1.3559) (0.1763) 0.0108 (1.0918) (0.2820) 0.0022 (0.3842) (0.7030) 

−12 0.0046* (1.8785) (0.0611) 0.0016 (0.6164) (0.5382) 0.0023 (0.3457) (0.7316) 0.0048 (1.1614) (0.2527) 

−11 0.0069* (1.9652) (0.0501) 0.0030 (1.1902) (0.2351) 0.0116* (1.8380) (0.0741) 0.0016 (0.2952) (0.7694) 

−10 0.0029 (0.9929) (0.3214) 0.0015 (0.6620) (0.5086) 0.0153 (1.0909) (0.2824) −0.0016 (−0.3871) (0.7009) 

−9 0.0036 (1.1893) (0.2351) 0.0002 (0.0604) (0.9519) −0.0080 (−1.1540) (0.2559) 0.0000 (0.0028) (0.9978) 

−8 0.0080*** (2.6514) (0.0083) 0.0033 (1.2606) (0.2086) 0.0058 (1.0970) (0.2797) 0.0002 (0.0398) (0.9685) 

−7 0.0038 (1.4788) (0.1400) 0.0031 (1.1630) (0.2459) 0.0110 (1.4749) (0.1487) −0.0039 (−0.5708) (0.5715) 

−6 0.0047 (1.6287) (0.1042) 0.0014 (0.5102) (0.6104) −0.0036 (−0.4907) (0.6265) 0.0090 (1.3025) (0.2006) 

−5 0.0114*** (4.0819) (0.0001) 0.0066* (1.8834) (0.0608) 0.0006 (0.0807) (0.9361) 0.0000 (0.0048) (0.9962) 

−4 0.0069** (2.5134) (0.0124) 0.0083*** (3.1128) (0.0021) 0.0084 (1.5665) (0.1258) 0.0016 (0.2785) (0.7821) 

−3 0.0086*** (2.9864) (0.0030) 0.0078** (2.4775) (0.0139) 0.0096 (1.0778) (0.2881) −0.0021 (−0.3056) (0.7616) 

−2 0.0122*** (3.9241) (0.0001) 0.0069** (2.1961) (0.0290) 0.0197** (2.3544) (0.0240) 0.0066 (1.0033) (0.3221) 

−1 0.0235*** (6.3705) (0.0000) 0.0149*** (4.1262) (0.0000) 0.0266** (2.2648) (0.0295) −0.0063 (−0.6239) (0.5364) 

0 0.1643*** (12.9540) (0.0000) 0.1093*** (10.7572) (0.0000) 0.1409*** (4.1239) (0.0002) 0.0820*** (3.6075) (0.0009) 

1 0.0370*** (4.7043) (0.0000) 0.0174*** (3.2828) (0.0012) 0.0119 (0.7287) (0.4708) 0.0209 (1.1041) (0.2765) 

2 −0.0039** (−2.1151) (0.0350) −0.0000 (−0.0200) (0.9840) −0.0032 (−0.8685) (0.3907) 0.0118 (1.4018) (0.1691) 

3 0.0001 (0.0379) (0.9698) 0.0021 (1.0258) (0.3059) −0.0001 (−0.0375) (0.9703) −0.0008 (−0.0911) (0.9279) 

4 −0.0025 (−1.2866) (0.1990) −0.0023 (−1.2812) (0.2013) 0.0008 (0.2004) (0.8423) −0.0101** (−2.3482) (0.0242) 
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Continued 

5 0.0043 (0.9341) (0.3508) −0.0029* (−1.6846) (0.0933) −0.0018 (−0.4851) (0.6305) 0.0026 (0.4982) (0.6212) 

6 −0.0021 (−1.1888) (0.2353) −0.0023 (−1.2531) (0.2113) 0.0020 (0.4900) (0.6271) −0.0109 (−1.5516) (0.1290) 

7 0.0013 (0.6880) (0.4919) 0.0002 (0.0887) (0.9294) 0.0008 (0.2135) (0.8321) 0.0113 (1.0934) (0.2811) 

8 −0.0000 (−0.0054) (0.9957) 0.0020 (1.0255) (0.3061) 0.0037 (1.1485) (0.2582) 0.0103 (0.7816) (0.4393) 

9 0.0013 (0.8268) (0.4088) −0.0011 (−0.5419) (0.5883) −0.0020 (−0.5371) (0.5944) −0.0095 (−1.1289) (0.2660) 

10 −0.0010 (−0.5033) (0.6151) −0.0020 (−1.3102) (0.1913) 0.0019 (0.4084) (0.6853) −0.0063 (−0.7313) (0.4691) 

11 −0.0036** (−2.2895) (0.0226) 0.0012 (0.7662) (0.4443) −0.0048 (−1.2876) (0.2059) 0.0019 (0.4217) (0.6757) 

12 −0.0001 (−0.0521) (0.9585) −0.0027 (−1.3796) (0.1689) 0.0024 (0.6319) (0.5313) 0.0004 (0.0585) (0.9537) 

13 0.0011 (0.6731) (0.5013) 0.0002 (0.1154) (0.9082) 0.0020 (0.6796) (0.5010) 0.0038 (0.7315) (0.4689) 

14 −0.0028* (−1.8224) (0.0692) −0.0014 (−0.5986) (0.5499) −0.0002 (−0.0372) (0.9705) 0.0001 (0.0104) (0.9918) 

15 −0.0011 (−0.5254) (0.5996) −0.0008 (−0.4492) (0.6537) 0.0034 (0.5938) (0.5563) −0.0034 (−0.2980) (0.7673) 

16 −0.0025 (−1.5386) (0.1247) −0.0001 (−0.0353) (0.9719) −0.0036 (−1.3777) (0.1766) 0.0129 (1.2312) (0.2258) 

17 0.0004 (0.1635) (0.8702) 0.0005 (0.2824) (0.7779) 0.0009 (0.2962) (0.7687) 0.0222 (0.8571) (0.3967) 

18 −0.0024 (−1.5164) (0.1302) −0.0005 (−0.2576) (0.7969) −0.0032 (−0.7269) (0.4719) 0.0091 (1.4929) (0.1437) 

19 0.0048** (2.3327) (0.0202) −0.0031 (−1.5617) (0.1196) −0.0010 (−0.3333) (0.7408) 0.0024 (0.3040) (0.7628) 

20 0.0003 (0.1562) (0.8759) −0.0025 (−1.4733) (0.1419) −0.0100 (−1.6594) (0.1055) −0.0044 (−0.7642) (0.4495) 

21 −0.0010 (−0.5771) (0.5642) 0.0000 (0.0192) (0.9847) −0.0045 (−1.2242) (0.2286) −0.0049 (−0.9404) (0.3529) 

22 0.0006 (0.3611) (0.7182) −0.0014 (−0.6167) (0.5380) 0.0003 (0.0714) (0.9434) 0.0253*** (3.0747) (0.0039) 

23 0.0002 (0.1262) (0.8996) −0.0020 (−1.0320) (0.3030) 0.0055 (1.3174) (0.1958) −0.0073 (−1.4712) (0.1495) 

24 0.0010 (0.5251) (0.5998) 0.0003 (0.1911) (0.8486) −0.0043 (−1.1917) (0.2410) 0.0117** (2.3818) (0.0223) 

25 −0.0042** (−2.2066) (0.0279) −0.0033* (−1.7516) (0.0810) −0.0062* (−1.6978) (0.0979) −0.0139* (−1.7933) (0.0809) 

26 0.0009 (0.4945) (0.6213) −0.0012 (−0.6338) (0.5268) −0.0045 (−1.3080) (0.1989) 0.0036 (0.4074) (0.6860) 

27 0.0006 (0.3313) (0.7406) −0.0006 (−0.2818) (0.7783) −0.0028 (−0.6697) (0.5072) −0.0046 (−1.0982) (0.2790) 

28 −0.0006 (−0.3308) (0.7409) −0.0016 (−0.8432) (0.3999) −0.0070 (−1.5111) (0.1393) 0.0018 (0.3754) (0.7095) 

29 0.0019 (1.1717) (0.2420) 0.0004 (0.2377) (0.8123) 0.0005 (0.1261) (0.9003) 0.0055 (1.1572) (0.2544) 

30 0.0008 (0.4288) (0.6683) 0.0026 (1.1647) (0.2452) 0.0000 (0.0047) (0.9963) −0.0027 (−0.3815) (0.7050) 

Notes: *Denotes statistical significance at 10% levels; **Denotes statistical significance at 5% levels; ***Denotes statistical significance at 1% levels. 
 
Table 7. T test on subsample CAAR of the targets in different industries. 

 manufacturing service wholesale and retail natural resources 

N 312 203 32 36 

windows 1 2 3 1 2 3 1 2 3 1 2 3 

mean 0.3092*** 0.2844*** 0.2619*** 0.1840*** 0.1743*** 0.1682*** 0.2252*** 0.2405*** 0.2136*** 0.1445** 0.1049*** 0.1068*** 

t-statistics (13.8258) (18.1753) (18.3555) (8.3712) (12.1562) (13.5146) (3.0059) (5.3433) (4.4905) (2.5809) (2.7929) (3.8498) 

p-statistics (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0047) (0.0000) (0.0001) (0.0138) (0.0081) (0.0004) 

Notes: *Denotes statistical significance at 10% levels; **Denotes statistical significance at 5% levels; ***Denotes statistical significance at 1% levels. 
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announcement day, while the manufacturing stock market and service stock 
market respond about 5 days ahead. 

From Table 7, we find the CAAR of the targets in manufacturing industry 
gain a total of 30.92%, 28.44% and 26.19% of the stock returns in (−30, +30), 
(−10, +10) and (−5, +5), targets in service industry gain a total of 18.40%, 
17.43% and 16.82% of the stock returns in (−30, +30), (−10, +10) and (−5, +5), 
targets in wholesale and retail industry gain a total of 22.52%, 24.05% and 
21.36% of the stock returns in (−30, +30), (−10, +10) and (−5, +5), targets in 
natural resources industry gain a total of 14.45%, 10.49% and 10.68% of the 
stock returns in (−30, +30), (−10, +10) and (−5, +5). All these positive reactions 
are statistically significantly different from zero (under the condition of 1% of 
the significance level). Through the analysis of the AAR and CAAR of the targets 
in different industries, hypothesis 2 is further verified. 

7. Summary of Findings and Directions for Further Research 

This paper bridges the theoretical work in horizontal mergers and acquisitions 
with the empirical work in corporate finance. We use event-study method to in-
vestigate the short-term performance of horizontal mergers and acquisitions. By 
collecting the horizontal mergers and acquisitions of listed companies in the 
United States from SDC database and the daily earnings data of US listed com-
panies from CRSP database, this paper find that the targets obtain positive stock 
return after announcement while the acquirers obtain negative stock return. In 
the short term, the shareholder wealth of the targets is enhanced. Our research 
support hypothesis 2 but does not support hypothesis 1. We also find that The 
US stock market has already responded positively about a week before the hori-
zontal merger announcement day. The possible reason is that the information 
disclosure is not standardized or the supervision means are not in place. 
Through observations of different industries, this paper find that horizontal 
mergers and acquisitions have the most obvious impact on the shareholder 
wealth of the targets in the manufacturing and wholesale and retail industries. 

We also find that the impact of the horizontal M&A on the acquirers’ stock 
return only work on the announcement day, on which the acquirers obtain neg-
ative stock return and acquirers’ shareholder wealth suffer losses. In fact, pre-
vious scholars have similar conclusions on acquirers’ short-term M&A perfor-
mance. Xin Zhang [24] use event-study method to analyze whether the 1216 
M&A events of Chinese listed companies from 1993 to 2002 creat shareholder 
value. The empirical results show that the stock premium of the acquirers is 
−16.76% after the merger and the stock price of the acquirers show a downward 
trend. The study of Shahrur [16] also points out the acquirers obtain a negative 
abnormal stock return of −0.61% at the window (−1, 0). Bruner [25] review 
more than 130 classic M&A research literatures from 1971 to 2001. Through the 
summary of the research findings, the authors find that the shareholder’s wealth 
of targets in the mature stock market is much higher than that of the acquirers. 
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The stock return rate of the acquirers has a negative tendency. 
What causes the acquirers’ shareholder wealth loss after horizontal merger? 

Principal-agent theory gives a possible explanation. Horizontal M&A occur not 
because of the consideration of shareholder wealth, but because managers are 
maximizing their own interests. Jensen [26] points out that managers can in-
crease the size of firms through mergers and acquisitions to control more free 
cash flow, and accordingly have more on-the-job consumption and management 
power. Berkovitch&Narayanan [17] also point out that when selecting the M&A 
target, managers may select companies that can enhance the company’s depen-
dence on their individual management skills, although such acquisitions may 
reduce the company’s value. It is bound to damage the shareholder wealth of the 
acquirers. Another possible explanation is that mergers occur because of the 
management’s overly optimistic valuation of the targets and the false expecta-
tions of synergies. This leads to an increase in the targets’ shareholder wealth at 
the expense of the decline in acquirers’ shareholder wealth [24]. 

Our research has the following limitations. First, in order to explore the 
M&A performance differences in the industry, we collect data from manufac-
turing, wholesale, natural resources and retail trade and service. We don’t have 
access to data from other industries. Second, our research explores the 
short-term performance of horizontal mergers, but does not further study the 
factors that affect the short-term performance of horizontal mergers and ac-
quisitions. 

Follow-up studies may improve the findings in two directions. First, focusing 
on horizontal mergers and acquisitions outside the US as M&A transactions oc-
cur frequently around the world. According to Thomson Reuters database, the 
scale of global M&A transactions in 2015 has reached 3.90 trillion US dollars. In 
2016, the global M&A transaction volume reached 3.10 trillion US dollars. In 
2017, the total global M&A transactions reached 3.50 Trillions of dollars. With 
the development of the global capital market, the information disclosure of the 
stock market will be more standardized. It is feasible to use event-study method 
to analyze horizontal mergers and acquisitions performance outside the United 
States. 

Second, further exploring the factors that affect horizontal M&A perfor-
mance? Mengcheng Lu [27] reviews the research on the influencing factors of 
horizontal M&A performance. Many scholars focus on the characteristics of 
M&A transactions such as payment methods [28] [29], related transactions [30] 
[31]. Subsequent research can collect more data reflecting the characteristics of 
both sides of the M&A transaction, and further explore the factors that affect the 
performance of horizontal M&A. 
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