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"The evidence presented is consistent with the hypothesis that
stock-financed acquirers create value for their long-term shareholders and

that one mechanism by which they do so is their use of overvalued equity to
purchase hard assets at an effective discount"

– Savor & Lu (2009)



Abstract

This thesis explores how the choice of financing affects the performance of
acquiring firms in Swedish M&A deals between 2000 and 2024. A dataset of
215 transactions is applied on both an event study and calendar-time port-
folio analysis to examine short- and long-term effects. The results show that
stock-financed deals perform better than cash-financed ones around the an-
nouncement date, which challenges the traditional view that stock signals
overvaluation. Although, in the long run, stock-financed acquisitions under-
perform significantly on a risk-adjusted basis, while cash-financed deals also
show negative returns but to a lesser extent. These results highlight that the
financing method continues to matter, even in a market like Sweden where
transparency and investor protection are high.

Keywords: Mergers and acquisitions, Method of payment, Abnormal returns, Event
study, Calendar-time portfolio regression, Signaling theory
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1 Introduction

Mergers and acquisitions (M&A)1 are a common way for corporations to create value
with unused funds, where the source of funding often comes from a mix of cash and debt.
However, a firm may sometimes use its own stock as funding. Naturally, a firm is more
likely to use its own stock as funding when it believes that the stock has purchasing power.
Not surprisingly, companies tend to use their stock when it is valued near all-time highs,
which can indicate overvaluation. Managers often takes advantage of overvalued equity
and uses it as a currency (Rhodes-Kropf and Viswanathan, 2005), this phenomenon is
known as the market-timing hypothesis (Shleifer and Vishny, 2003).

The market-timing hypothesis is important to study, as stock-financed mergers often
fail to create value. Previous research presents two main explanations as to why acquirers
use stock as a source of funding. One explanation suggests that acquirers use overvalued
equity to strategically buy assets at a discount, benefiting shareholders in the short-term
(Dong et al., 2006). Another perspective argues that stock-financed mergers stem from
market inefficiencies, where managers pursue deals to sustain overvaluation rather than
to create value (Roll, 1986). No single theory fully explains all stock-financed deals.
However, they agree that many of these deals underperform in the long-term (Loughran
and Vijh, 1997; Savor and Lu, 2009). This is particularly interesting when examined
within a smaller, more regulated, and far less researched market, such as Sweden. It is in
the interest of investors, companies, and policymakers to understand these effect and to
make better decisions regarding M&A transactions.

To evaluate the role of stock-financed mergers in Sweden, this thesis analyze a dataset
of 215 mergers conducted between 2000 and 2024 on the Swedish equity markets. Our
study compares the long- and short-term performance of acquirers in successful mergers
to determine whether stock-financed transactions generate sustainable value or if they
primarily serve as a mechanism for firms to capitalize on temporary overvaluations. The
results indicate that stock-financed acquisitions outperform cash-financed deals in the
short-term, with a cumulative average abnormal return (CAAR) of 5.4 percent by day
+5, compared to a significant negative return of 5.5 percent for cash-financed deals.

Further analysis reveals that over longer horizons (12, 24, and 36 months) stock-
1Throughout this thesis, we use the terms “deal,” “acquisition,” “M&A" and "transaction” interchange-

ably. All refer to M&A takeovers that meet the sample criteria of this thesis or cited sources.
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financed acquisitions consistently underperform on a risk-adjusted basis, with monthly
abnormal returns (alphas) between negative 0.60 percent and negative 0.85 percent. Cash-
financed deals also show long-term underperformance, particularly with 24 and 36 months
hold period with monthly abnormal returns between negative 0.70 percent to negative 1.14
percent.

1.1 Contribution to Literature

Previous research has shown that the payment method in M&A plays an important role
in determining post-merger performance. Studies like Loughran and Vijh (1997) and
Moeller, Schlingeman and Stulz (2005) find that stock-financed acquisitions underperform
compared to cash-financed deals, often due to overvaluation or weak integration incen-
tives. Savor and Lu (2009) add that even failed stock-financed deals underperform, which
suggests the market reacts negatively to the use of stock regardless of deal completion.

Although these studies are well-established, most of the research is focused on the
US market and there is limited evidence on whether the same applies to other coun-
tries. This creates a gap, especially in smaller but active M&A markets such as Sweden,
where institutional structures and ownership models are different. Swedish firms often
have concentrated ownership, high transparency, and less frequent use of stock in deals
Alexandridis, Mavrovitis and Travlos (2010), which could affect the results.

This thesis contributes by studying both stock and cash-financed acquisitions in Swe-
den between 2000 and 2024, a period that includes several market cycles such as the
financial crisis and the COVID-19 pandemic. By doing so, we want to test whether the
long-term underperformance of stock-financed deals also holds in the Swedish context, or
if local factors lead to different outcomes.

2 Earlier Literature

In this section the theoretical perspective is first presented and followed by the main
empirical findings.

2



2.1 Theoretical Framework

2.1.1 M&A as a Governance Mechanism

A central part of the allocation decision behind corporate resources and managerial over-
sight is corporate control. Jensen and Ruback (1983) examined the impact of M&A on
firm performances, where they argued that takeovers serve as a governance mechanism
that improves firm efficiency and increases shareholder value. The authors conducted a
comprehensive review of previous research to assess to which degree takeovers generate
positive returns for target and bidding firms.

A study that was reviewed in their research, evaluates the wealth effects of takeovers in
terms of stock price movements. They found that the target firms experienced a positive
abnormal return of approximately 30 percent, which reflects the premium paid by the
acquirer. However, the acquirer do not experience a systematic decrease in their stock
price on average, which suggests that investors do not view the transactions as value
destructive.

Furthermore, Jensen and Ruback (1983) assessed the overall role of managerial behav-
ior in takeovers. Looking at hostile takeovers, they view them as a disciplining mechanism
for underperforming management, which leads to increased operational efficiency. They
also noticed that defensive strategies that were used by the target, such as poison pills
(a takeover-defense tactic), may have a negative impact on shareholder value. This is
due to the deterring effect it has on potential acquirers which has a limiting effect on the
competitive bidding process.

Jensen and Ruback (1983) also investigated the impact the regulatory environment
have on takeover activities. They found limited data supporting the case of takeovers
resulting in excessive market power and that it mainly serves monopolistic objectives.
Instead, they argued that M&A leads to efficiency improvements as assets are transferred
to more effective managers and that active regulatory interventions could influence the
overall efficiency of the market.

2.1.2 The Signaling Theory

Another central concept behind M&A decisions is signaling theory, which builds on the
information asymmetry problem. The foundation for the theory was first addressed by
Akerlof (1970) in his paper "The Market for Lemons," in which he presented how asym-
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metric information between buyers and sellers may cause adverse selection and lead to
market inefficiencies. This is a result of the seller having better information than the
buyer, which leads to high-quality assets being undervalued since investors cannot differ-
entiate them from low-quality assets (Akerlof, 1970). To address this issue, firms might
use signaling to signal their true quality to the market. The concept of signaling was first
defined by Spence (1973) in the context of the job market, where job applicants signal
their productivity through education when their true productivity is unknown (Spence,
1973).

This was then extended in a corporate finance context by Ross (1977), where he
created a model that shows how a firm’s capital structure serves as a signal. In Ross’s
model, managers act in the interest of shareholders but possess private information about
the firm’s true value. High-quality firms, he argued, might take on debt to signal private
information about the firm’s future, as they can bear the cost of financial distress (Ross,
1977).

In the context of M&A’s the same logic is extended to the method of payment, with
cash being interpreted as a positive signal, as it suggests the acquirer is confident in its
future and is willing to use internal funds or raise debt to fund the acquisition (Ross,
1977). In contrast, a stock offer might be interpreted as a negative signal, especially if
it might be overvalued. Thus, the signaling theory offers an explanation of how payment
methods affect investors’ views of a firm, as the financing decisions contain information
and can help the market properly value firms where direct information is limited.

2.1.3 The Hubris Hypothesis

The hubris hypothesis introduced by Roll (1986) brings an alternative view on M&A,
which contests the assumption that takeovers are always value-enhancing. The hypothesis
proposes that managerial overconfidence is a central part of corporate acquisitions, which
leads to higher valuations and overpayment for the target firm. Instead of assuming an
inefficient market, Roll (1986) argues that the market is efficient and that the managers
overestimate their ability to create synergies through acquisitions. Rather than relying on
information asymmetry or agency problems, Roll (1986) explains that overpayment can
occur purely because managers believe their own valuation is superior to the market’s.
This belief leads them to make acquisitions even when the market correctly prices the
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target firm. Roll (1986) highlights that this overconfidence, or hubris, results in takeovers
that are not necessarily in the best interest of shareholders. He further suggests that
stock-financed acquisitions are particularly vulnerable to this effect, as managers may use
temporarily overvalued equity to justify paying inflated premiums. As a result, value
destruction happens because deals are often driven by inflated beliefs and temporary
misvaluations.

2.1.4 Market Misvaluation and Timing in M&A

Instead of the governance mechanism or the hubris hypothesis, Shleifer and Vishny (2003)
and Rhodes-Kropf and Viswanathan (2005) presents a different explanation for M&A
activity which is based on temporary misvaluations in the market rather than synergies.
They argue that operational enhancements were not the value driver but that the acquiring
firms used their overvalued equity to finance their acquisitions.

Shleifer and Vishny (2003) theory examines the stock market volatility effect on M&A
activity. They found that corporations with overvalued equity are more likely to use it
to finance their acquisitions. This was evident during market booms with a surge in
stock-financed acquisitions. However, in a downturn, cash-financed deals are prevalent as
the stock prices are no longer trading above than their fundamental value. Additionally,
acquirers who stock-finance their acquisitions tend to underperform post-merger due to the
market correction and reversing share price development, leading to lower returns. This
aligns with the suggested market misvaluation hypothesis (Shleifer and Vishny, 2003),
where corporations exploit market inefficiencies rather than operational synergies.

Rhodes-Kropf and Viswanathan (2005) explained, the potential misvaluation of both
the target and the acquirer, which focuses on valuation inefficiencies. They include both
firm- and market-specific misvaluations in their model to examine their effect on M&A
decisions. Shleifer and Vishny (2003) found that acquisitions were driven by misvaluation
rather than operational synergies and led to a negative long-term return, with the driver
being market corrections that erode valuation discrepancies. The effect it had on the
decision process, in which the overvalued acquirer is encouraged to issue stocks to finance
its M&A activities as the management utilizes the temporary overvaluation. Furthermore,
even though the target is attentive to its own increased valuation, it might view the stock
offers as a strong indicator of strategic fit, particularly if it fails to detect firm-specific
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mispricing compared to the market (Rhodes-Kropf and Viswanathan, 2005). This leads
to a rise in acceptance of bad deals in a strong equity market and adds to the cyclicality
of M&A activity.

2.2 Empirical Framework

2.2.1 Short- and Long-Term Effects of M&A and The Role of Financing

As presented in the theoretical framework, M&A exhibits a substantial abnormal return
in the short-term for the target and a lower return for the acquirer (Jensen and Ruback,
1983), with the long-term effects being limited. This is also noted by Loughran and
Vijh (1997), where the returns of the acquirer based on its chosen payment structure
(stock or cash) were examined. They analyzed 947 M&A between 1970-1989 in the U.S.
and tracked the acquirers stock prices for five years. They found a significant difference
between cash and stock-financed acquisitions, where acquisitions financed by cash led
to a market overperformance of 61.7 percent and stock-financed acquisitions led to an
underperformance of negative 25.0 percent. This shows that the payment structure is a
determining factor in long-term success.

The long-term performance was further investigated by Andrade, Mitchell and Stafford
(2001). They investigated nearly 4,000 M&A deals in the U.S. between 1973-1998 and
showed an abnormal return of 1.5 percent during the announcement date, which indicates
that investors view deals as value-creating in the short-term. However, the short-term
performance fails to extrapolate into long-term performance as the returns of the acquirer
tend to decline over time due to post-merger integration challenges and overestimated
synergies.

Adding to this view, a study conducted by Moeller et al. (2005) investigated 12,023
M&A in the U.S. between 1980–2001. They found that the abnormal return at the
announcement date was negative 1.0 percent but that the accumulated shareholder loss
in dollar terms between 1998-2001 was around $240 billion compared to $7 billion in the
whole 1980s. This was driven by what the author named “large loss deals,” which were a
small number of large acquisitions that were stock-financed but accounted for the majority
of the value destruction. These findings align with previous research that equity-financed
deals are value-destructive, especially in the long-term.

The overall evidence suggests that while M&A transactions may create short-term
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shareholder value, their long-term effects depend on several factors, particularly the
method of payment, which is reinforced by Dong, Hirshleifer, Richardson, and Teoh
(2006), who examined if misvaluation was the primary driver of the M&A market. Their
sample consisted of over 1,300 M&A between 1978-2000, where they compared companies’
market value to their fundamental value and found that companies that are overvalued
(high market-to-book value) are more prone to use stock to finance their acquisitions
and that the probability increases with the deal size. Furthermore, the short-term effect
showed a slight decrease in returns, with the long-term effect aligning with the misval-
uation hypothesis, as acquirers who paid with stock experienced continued underperfor-
mance.

Adding a different perspective to the stock vs. cash financing literature, Savor and Lu
(2009) examined the performance of failed M&A bids between 1980-2005 to isolate the
effect of financing methods without the influence of post-merger integration. Their sam-
ple included over 400 failed M&A transactions, allowing for a clean comparison between
stock- and cash-financed bids. The study finds that failed stock-financed acquirers expe-
rience a positive abnormal return of 2.0 percent over the three-day window of the deal’s
termination announcement, likely reflecting market relief. However, this initial reaction
does not persist. Over the long-term, these corporations underperform, with abnormal
negative returns of 21.1 percent, 28.8 percent, and 37.2 percent over one-, two-, and three-
year horizons, respectively. In contrast, cash acquirers do not exhibit significant long-term
underperformance following failed deals. These results suggest that the intention of using
stock as a financing method, regardless of deal completion, is interpreted negatively by the
market, consistent with theories of overvaluation and managerial overconfidence (Savor
and Lu, 2009).

2.2.2 The Role of Payment Method in Explaining Announcement Returns

Beyond acquirers’ performance over time, a variety of studies have examined how an-
nouncement returns differ depending on the payment method. Fuller, Netter and Stege-
moller (2002) provide evidence by examining the effects of firms performing multiple
acquisitions in the US between 1990-2000. Their study also analyzes how target type
and payment method affect the acquiring firm’s returns. In total, they investigated 3,135
acquisitions and found that acquisitions of private firms paid with stock yielded a statis-
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tically significant abnormal return of 1.77 percent, while acquisitions of public firms paid
with stock resulted in an abnormal return of negative 1.04 percent. These findings show
that using stock to acquire private firms helps avoid the dilution effect typically seen in
deals involving public targets. This highlights that corporate control and target visibility
play a central role in shaping market reactions to payment method.

Building on these findings, Yook (2003), expanded previous research and analyzes the
impact of the chosen method of payment. The paper discusses two main explanations:
Signaling Theory and the Benefit of Debt Theory. Using a sample of 1,215 M&A deals in
the U.S. between 1980-1995, the study finds that acquiring firms using cash experienced an
average announcement return of 1.04 percent, compared to 0.42 percent for stock-financed
acquisitions, both statistically significant. Yook concludes that the main driver behind
the higher returns is the use of new debt issuance, which supports the debt theory. This
shows that the market reacts positively to cash offers not only because of their signaling
value but also due to their underlying financing structure.

Since much of the previous research is heavily concentrated on the U.S. market, Faccio
and Masulis (2005) extended the analysis to the European market. They examined 4,162
M&A deals across 13 European countries between 1997-2000. The study finds that 56.2
percent of the deals were financed with cash, while only 8.5 percent used stock. Impor-
tantly, the results show that stock-financed acquisitions do not always result in negative
announcement returns, particularly in countries with high ownership concentration and
strong investor protection laws. In these contexts, stock offers are not automatically in-
terpreted as a signal of overvaluation, which helps the bidder retain credibility in the
market. The authors find that announcement returns for stock-financed acquisitions are
not statistically different from those of cash-financed deals, showing that the institutional
environment matters in how the market interprets the chosen payment method.

Lastly, Alexandridis et al. (2012) investigated the so-called sixth merger wave, aim-
ing to understand how market behavior evolved compared to earlier periods. The earlier
waves were driven by various factors, including industry consolidation (1897–1904), hori-
zontal mergers under weak antitrust enforcement (1916–1929), the rise of conglomerates
(1965–1969), hostile takeovers and high leverage (1981–1989), and strategic global merg-
ers (1993–2000). The sixth wave (2003–2007) was marked by a more rational market,
lower acquisition premiums, and more disciplined acquirers. Analyzing 4,130 deals, the
authors find that the average announcement return for stock-financed acquisitions im-
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proved from negative 1.12 percent (fifth wave) to negative 0.18 percent (sixth wave),
while cash-financed deals maintained a positive return of 0.5 percent. This improvement
in the market reaction to stock offers suggests that investors have become more accept-
ing of stock-financed acquisitions. The authors explain this change as a result of greater
acquirer discipline and improved transparency in the deal process, indicating that the
historically negative sentiment toward equity-financed deals is beginning to shift.

2.2.3 Target Type and Acquirer Performance

Another factor influencing post-merger acquirer performance is the type of target firm.
Ang, Colak and Zhang (2014) examine a sample of 4,476 U.S. mergers between 1985-2008,
comparing acquisitions of public versus private targets, while also differentiating between
cash- and stock-financed transactions. Their results show that acquirers of public firms
using stock tend to underperform in the long run, consistent with the misvaluation hy-
pothesis, as the acquirer uses its overvalued equity to acquire public companies. However,
compared to acquiring private companies which are usually financed by cash are con-
sistently outperforming those involving public targets. These findings suggest that the
combination of payment method and target type is central in determining firm outcomes
(Ang et al., 2014).

2.3 Conclusion

In conclusion, the literature presented in the study provides a strong foundation for un-
derstanding how payment methods behind M&A decisions affect firm performance but
presents several contradictions. The theme around US-based studies is consistent in cash-
financed acquisitions outperforming stock-financed ones both in the short and long-term
(Loughran and Vijh, 1997; Andrade et al., 2001; Moeller et al., 2005), with signaling the-
ory and the disciplining effect of debt (Ross, 1977; Jensen and Ruback, 1983; Yook, 2003)
explaining the results. However, the results are contested by more recent literature in the
European markets. Faccio and Masulis (2005) and Alexandridis et al. (2012) suggest that
institutional context matters, with increased investor protection and different ownership
structures, which can reduce the traditional penalty connected to stock deals. Further-
more, Fuller et al. (2002) provide an additional scenario where stock-financed acquisitions
of private firms generate abnormal returns, and those that include public targets do not.
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This is also supported by Ang et al. (2014), which shows that stock-financed acquisitions
of public firms underperform in the long run and those involving private targets, often
paid with cash, perform better.

Additionally, Savor and Lu (2009) expanded the findings by showing that even the
intention to use stock can negatively affect long-term performance, implying that market
expectations matter even if the deal gets completed or not. Taken together, the findings
suggest that the market views different payment methods as more complex than what
earlier research might have suggested. These led to different debates in the literature
about whether payment method effects are universal or context dependent. With mar-
ket misvaluation and managerial hubris providing an explanation behind the long-term
underperformance of stock-financed acquisitions (Roll, 1986; Shleifer and Vishny, 2003;
Rhodes-Kropf et al., 2005; Dong et al., 2006), they might not hold in a highly transparent
market. With evidence from the European market suggesting that institutional quality,
regulatory reforms, and evolving investor expectations affect how the market interprets
the payment method, there remain few studies that isolate the pure payment structure
in smaller and more transparent markets, such as Sweden. So, even though theories pro-
vide clear predictions, the actual results tend to vary depending on factors like sample
selection, time period, and regional context.

3 Methodology

3.1 Research Hypotheses

3.1.1 Hypothesis on Short- and Long-Term Performance

Previous literature presents strong evidence for stock-financed transactions yielding a
negative abnormal return over the long-term. Underperformance is mainly explained by
factors such as signaling theory (Ross, 1977; Yook, 2003; Faccio and Masulis, 2005),
market misvaluation theory (Shleifer and Vishny, 2003; Rhodes-Kropf and Viswanathan,
2005), managerial overconfidence (Roll, 1986; Moeller et al., 2005) and the tactical use
of overvalued equity (Dong et al., 2006; Savor and Lu, 2009). This was experienced
by Loughran and Vijh (1997) which illustrated that during a 5-year post-merger period,
acquisitions financed by stock experienced a negative abnormal return of 25 percent.
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Therefore, based on the earlier research we expect to see similar results in the Swedish
market, and we compose the following hypothesis:

H1: Stock-financed acquisitions result in negative abnormal returns in the long-term
relative to the market.

Alternatively, studies on the short-term performance of stock-financed mergers presents
more conflicting results. Savor and Lu (2009) and Moeller et al. (2005) presents results
that are slightly negative around announcement. However, Loughran and Vijh (1997) with
Andrade et al. (2001) presented slightly different results, with stock-financed mergers ex-
periencing a slightly positive abnormal return around the announcement date. Addition-
ally, Alexandridis et al. (2012) noted in the most recent merger wave that stock-financed
acquisitions exhibit a less negative announcement return compared to the previous merger
wave. The variation in the results suggests that the market is more dependent on deal
specific characteristics. Giving the conflicting results in the short-term performance we
formulate the following hypothesis:

H2: Stock-financed acquisitions result in negative abnormal returns in the short-term
relative to the market.

3.1.2 Hypothesis on Financing Structure

Continuing on the effect of payment structure, previous research has shown that the
method of financing an acquisition, whether through cash or stock, can have a signif-
icant impact on the post-acquisition performance of the acquiring firm (Loughran and
Vijh, 1997, Moeller et al., 2005, Dong et al., 2006). Cash-financed deals generally lead
to stronger long-term returns, as investors often interpret them as a signal of confidence.
However, stock-financed acquisitions tend to underperform, largely due to market misval-
uation, which is in line with the market timing hypothesis. Building on these findings,
we aim to investigate whether a similar relationship holds in our study period by com-
paring the long-term abnormal returns of cash-financed and stock-financed acquisitions.
We therefore formulate the following hypothesis:
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H3: Stock-financed acquisitions result in lower abnormal returns than cash-financed
acquisitions in the long-term.

In addition to long-term performance, several studies have also examined short-term
market reactions to determine whether the payment structure affects firm performance
around the announcement date. The majority of evidence suggests that cash-financed
acquisitions outperform stock-financed acquisitions in the short-term. While theories
of market misvaluation and managerial overconfidence provide a rationale for why stock
offers might result in negative returns, the empirical findings in the short-term context are
more mixed. Moeller et al. (2005) and Roll (1986) find that the market reacts negatively
to stock offers, particularly when issued by large firms, whereas Loughran and Vijh (1997)
report an insignificant difference in abnormal return around the announcement window.
Faccio and Masulis (2005) and Alexandridis et al. (2012) find that the equity offers are
less punitive in the European markets than the US. To examine whether this pattern
holds in our sample, we propose the following hypothesis:

H4: Stock-financed acquisitions result in lower abnormal returns than cash-financed
acquisitions in the short-term.

3.2 Data

The gathering of data includes using different sources and databases to assess the char-
acteristics and capture a full picture of all transactions. A time horizon from 2000-2024
is set, which is a period that captures several crises (such as the DotCom aftermath, the
credit crisis of 2008 and COVID-19 crisis) as well as various economic environments. Since
the objective is to observe the outcome for acquirers, they must be of Swedish heritage
and listed on either OMX Nordic Exchange Stockholm or Nordic Growth Market Equity.
The acquisition must represent a majority stake of the target, as the transfer of control
is essential to assess post-merger outcomes, consistent with the approach of Faccio, Mc-
Connell and Stolin (2006). To further narrow the scope and achieve the thesis objective,
the deal funding must be either fully in cash or in stock. To avoid a majority of smaller
transactions, a lower threshold of transaction size is set at one million USD. This choice
follows Moeller et al. (2004), who apply a similar filter to their U.S. sample. The target
firm can be of any origin and it does not matter whether they are listed or not, this
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increases the dataset’s flexibility and includes more transactions.
Transaction data matching these criteria are obtained from both CapitalIQ and Re-

finitiv Eikon (S&P Global Market Intelligence, 2025; Refinitiv, 2025). By using more
than one source, this approach minimizes the risk of missing acquisitions or relevant in-
formation. When the two datasets merge, the total acquisitions amount to 708. Manual
inspection of each transaction and its associated press release is done to check for any
discrepancies in the data. Since the study depend on both short- and long-term return
metrics, having the correct announcement date is crucial. If the transaction is announced
when the exchange is closed, the next day is used as the announcement day to best capture
short-term abnormal returns.

Daily stock price data comes from Refinitiv Eikon and CapitalIQ, covering one year
before the transaction up to the latest trading day in 2024 (December 30th). Prices are
not adjusted for dividends, as the focus is on raw market reactions to M&A activity.
Dividends also represent a separate capital allocation decision, and adjusting for them
would obscure the effect of the transaction (Mauboussin and Callahan, 2022). Stock
splits, however, are accounted for to ensure comparability over time. Some stocks do not
have price data one year prior to the announcement date, as some firms have only been
listed for a shorter amount of time before their first transaction; naturally, such stocks are
excluded from the dataset. After cleaning and meeting all criteria, the dataset consists of
215 transactions2.

3.3 Descriptive Statistics

Table 1 below shows the descriptive statistics for our dataset. The 215 transactions are
divided between 164 cash-financed acquisitions and 51 stock-financed acquisitions. Our
sample reflects a strong presence of cash-financed deals, which is expected and in line
with earlier findings showing that acquirers generally prefer cash over stock when possible
(Faccio and Masulis, 2005; Moeller et al., 2005). Interestingly, the mean deal size for
stock-financed acquisitions ($ 502.65 million) is significantly larger than for cash-financed
ones ($ 52.17 million), which is consistent with previous studies showing that firms often
to use stock as financing for larger transactions (Dong et al., 2006). However, despite this

2Our final sample consists of 215 transactions after excluding deals with mixed payment methods,
unclear announcement dates, missing stock price data, and transactions below USD 1 million. A full
summary of the data cleaning process is provided in Table 8 Appendix B.
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difference in the mean, the median deal sizes between the two groups are nearly identical,
indicating that the stock sample is skewed by a few large transactions. This is expected, as
Moeller et al. (2005) experienced similar findings, which translated into significant value
destruction with market timing as the rationale.

Furthermore, the average announcement year also differs between the two groups,
with 2014 for cash and 2010 for stock-financed ones. This shows a shift towards cash-
based financing in recent years, and can be explained by the post-crisis shift, which led
to more conservative financing practices and a low interest rate environment. Lastly,
in terms of industry distribution, the most common sectors are similar between both
groups, with Information Technology (IT), Industrials (IND), and Health Care (HC)
appearing most frequently (see Appendix D and Figure 6 for industry distribution). These
industries are often associated with high growth potential, ongoing structural change, and
frequent consolidation activity, which likely explains their dominance in the Swedish M&A
landscape.

Overall, our sample follows patterns experienced in earlier literature, but the relatively
small number of stock-financed deals should be kept in mind, as it may reduce the long-
term inference.

Table 1: Descriptive Statistics for Cash- and Stock-Financed Acquisitions

Variables Cash Stock

Number of deals 164 51
Mean deal size (mUSD) 52 503
Median deal size (mUSD) 7 5
Min deal size (mUSD) 1 1
Max deal size (mUSD) 943 8,763
Mean announcement year 2014 2010
Most common industries [IT, IND & HC] [IT, RE, HC & IND]

Note: Deal size is reported in million SEK. Industries denoted; IT = Information Technol-
ogy, IND = Industrials, HC = Health Care, RE = Real Estate and is sorted in order.

3.4 Event Study for Short-Term Abnormal Returns

In order to answer the question regarding short-term returns with confidence, a standard
event study methodology outlined by MacKinlay (1997) is used. Event studies normally
consist of three periods: an estimation window, an event window and a post-event window.
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To estimate the effect of an acquisition the focus is on abnormal returns in the short-term
and are thus specifically interested in the event window. The event window is defined
as five days prior (τ2) to five days after (τ3) the announcement of the acquisition (τ).
While many studies use narrower windows, e.g. one trading day prior and after, to isolate
immediate market reactions (Jiang, 2019), the chosen window is to capture potential
information leakage and delayed adjustments, as recommended by Schwert (1996). This
choice ensures that both anticipatory trading and post-announcement clarification effects
are accounted for. Whenever cumulative abnormal returns (CAR) are mentioned, they
refer to the abnormal returns inside of the event window. The expected return is defined
within the estimation window, which is naturally not overlapping to minimize the risk of
influence on the event window, hence from 250 days prior (τ0) to 21 days prior (τ1).

Figure 1: Event study windows
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Abnormal returns are defined as the difference between the actual return of firm i at
time t and the expected (normal) return conditioned on information Xt:

ARit = Rit − E(Rit|Xt) (1)

The expected return is modeled using the market model. The market model is a
statistical model that capture expected returns while not accounting for investor behavior
(MacKinlay, 1997):

E(Rit|Xt) = αi + βiRmt + ϵit (2)

Where Rmt is the market return, and αi and βi are firm-specific parameters estimated
over the pre-event estimation window by a standard OLS regression, this approach as-
sumes that the error’s expected value is zero (i.e., no correlation with the regressors) and
that all errors share the same variance (homoskedasticity). For market return, the OMX
Stockholm PI Index is used, since this broad index serves as an appropriate benchmark
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for the Swedish equity market, capturing both large and mid-cap stocks across all sectors.
The cross-sectional comparison between firms need a two step process. First, aggregating
abnormal returns over the event window (τ1,τ2) to calculate CAR (CARi) for each firm:

CARi =

T2∑
t=T1

ARit (3)

Second, the CAR in either cash or stock is grouped, depending on the funding type
for the acquisition. Once grouped, the cumulative average abnormal return (CAAR) is
calculated for each group, where Ncash and Nstock are the number of transactions in each
group:

CAARcash =
1

Ncash

∑
i∈Cash

CARi (4)

CAARstock =
1

Nstock

∑
i∈Stock

CARi (5)

To determine whether there is a significant difference between the two groups, a two
sample t-test is conducted. Thus, the hypothesis H4 is that the CAAR for cash-financed
mergers is equal to that for stock-financed mergers. Naturally, the t-test is calculated as:

t =
CAARcash − CAARstock√

SE2
cash + SE2

stock

(6)

However, a t-test assumes that the abnormal returns follow a normal distribution, and
as with simple returns, abnormal returns most likely do not follow a normal distribution.
To further strengthen the significance in the result, this issue is addressed with non-
parametric tests called Wilcoxon Rank-Sum test (also known as Mann-Withney U test).
Since it is of interest in whether the median CAAR for one group is systematically different
from the other, the Wilcoxon Rank-Sum test is ideal, since it directly compares the central
tendency (median) without being influenced by extreme observations.

Ucash = Rcash −
ncash(ncash + 1)

2
(7)

Ustock = Rstock −
nstock(nstock + 1)

2
(8)
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U = min{Ucash, Ustock} (9)

In the equations above, Rcash and Rstock are the sums of ranks for the CARs of cash-
and stock-financed deals, respectively. ncash and nstock denote the number of observations
in each group. The test statistics Ucash and Ustock measure how the rank distributions
differ between the two groups. The final test statistic, U , is the smaller of the two and is
used to evaluate whether the CAR distributions are significantly different.

3.5 Regression on CAR

The regression analysis complements the earlier comparison of CAAR across stock- and
cash-financed deals using parametric and non-parametric methods. While those tests
focus on mean or median differences, the regression framework allows to control for ad-
ditional deal-specific characteristics and isolate the marginal effect of using stock as a
financing method. Together, these methods provide a more comprehensive view of how
the market reacts to different forms of acquisition financing.

Hence, a cross-sectional regression is estimated, as seen in Equation 10, where each
observation represents one acquisition event. The dependent variable is the CAR, the
main explanatory variable is a binary indicator for financing method, taking the value
1 if the deal was stock-financed and 0 if it was cash-financed. To control for differences
in deal size, which may influence investor response regardless of payment structure, the
transaction value relative to the acquirers market capitalization is included, represented
by the variable Ratio. Market capitalization is measured ten trading days prior to the
announcement to avoid bias from market reactions during the event window, which is
consistent with earlier literature (Moeller et al., 2004; Faccio et al., 2006; Alexandridis
et al., 2010).

CARi = αi + β1StockDummyi + β3Ratioi + ϵi (10)

By introducing control variables and estimating marginal effects, this regression ap-
proach helps move beyond simple group mean comparisons. It allows for addressing vari-
ation and exploring whether the financing method has explanatory power beyond deal
characteristics. In short, it adds a second, more flexible lens observing how the market
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prices acquisition announcements.

3.5.1 Controlling for Year and Industry Effects in the Short-Term

To account for differences across industries and time, versions of Equation 10 is estimated,
which includes effects from both industry and year. Industry effects control for system-
atic differences in abnormal returns across sectors that could bias the estimated effect of
financing method. These effects may arise from differences in business models, investor
expectations, or merger activity typical to specific industries. As an example, the financial
sector often experience negative abnormal returns at the announcement days due to skep-
ticism regarding the complex integration of financial entities (Gross and Lindstedt, 2006).
We also control for year effects to absorb time-specific shocks such as macroeconomic
cycles, market sentiment, or regulatory changes.

As seen in Equation 11, the term Dij represents a set of dummy variables capturing
effects, with one omitted category to avoid multicollinearity.

CARi = β0 + β1 · StockDummyi + β2 · Ratioi +
J−1∑
j=1

γj ·Dij + εi (11)

3.5.2 Robustness Checks in the Short-Term

To ensure the validity of our inference, we apply White’s heteroskedasticity-consistent
standard errors (White, 1980) to correct for potential variance heterogeneity in residuals.
This is done since heterogeneity can arise due to firm- or deal-specific characteristics.
We also estimate clustered standard errors at the industry level to account for potential
intra-group correlation, where firms within the same sector may exhibit similar return
patterns due to shared market or regulatory exposures. These adjustments do not affect
the estimated coefficients, but they provide more reliable standard errors for inference.

3.6 Calendar-Time Portfolio Analysis

To examine long-term performance of acquisition, the Buy and Hold Abnormal Returns
(BHAR) method is first thought about. However, when there are many acquisitions
that have overlapping event windows, the BHAR methodology often over- or understates
the true abnormal performance of the acquisition (Barber and Lyon, 1997). This could
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produce misleading inferences over long horizons, specifically if there is a bad benchmark
(Fama, 1998). Moreover, BHAR assumes a buy-and-hold strategy in each firm which
creates bias when aggregated, and this is also amplified when the events are clustered. A
more nuanced way of calculating long-term abnormal returns is through a calendar-time
portfolio analysis as proposed by Barber and Lyon (1997) as well as (Lyon, Barber and
Tsai, 1999). This method converts the event study into a time-series analysis of monthly
portfolios. By grouping firms into monthly portfolios, it aggregates the returns in a way
that naturally accounts for overlapping periods.

First, the event firms are identified and τ , is defined as the month in which each
company announces its transaction. Once τ is determined, a fixed active window is set.
A hold period of 12, 24, or 36 months is used, during which the firm remains part of
the analysis. Each month, the portfolio is updated by including all firms that are still
within their active window. In any given month t, every firm with an event month τ

satisfying t − τ < T, (where T is the chosen holding period) is included in the portfolio.
Hence, acquisitions are excluded from the calendar-time portfolio analysis if their full
return period extends beyond the sample window, as incomplete holding periods would
bias the results.

This means that each month, a portfolio is constructed that includes all firms that
have announced a transaction in the past 12, 24, or 36 months, depending on the chosen
horizon. These firms are then tracked for the remainder of their hold period. As time
passes, firms exit the portfolio once their time window expires, while new firms enter
as they announce new transactions. This rolling structure ensures that each monthly
portfolio reflects the ongoing performance of recently active acquirers and helps capture
long-term trends without distorting results due to overlapping events. See figure 2 below.
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Figure 2: Calendar-Time Portfolio Analysis Example
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Note: This illustrates a portfolio with a 12 month hold period, hence Firm A stays from Jan-Jan’

Next, the monthly return is calculated for each active firm and then aggregated so
that all these firms form the portfolio’s monthly return. This approach ensures that the
portfolio consistently reflects the performance of firms that are currently in their post-
event period. This dynamic rebalancing avoids overlapping event windows and minimizes
the impact of compounding biases (Barber and Lyon, 1997; Lyon et al., 1999).

In each calendar month t, the portfolio return Rt is computed as the equally weighted
average return of all firms active during that month:

Rt =
1

Nt

Nt∑
i=1

Ri,t (12)

where Nt is the number of active firms in month t, and Ri,t is the return of firm i during
that month. An equal-weighting scheme is chosen to avoid large-cap firms dominating
the monthly return and to reflect the average investor experience across firms.

Separate portfolios are formed for cash-financed and stock-financed transactions, which
allows to compare performance across different funding types. Each firm is included in
only one portfolio at a time based on its transaction type. If a firm undertakes multiple
acquisitions within the study period, each event is included independently provided that
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their holding periods do not overlap. This ensures that no firm is double-counted in any
single portfolio-month.

Once the portfolios are constructed, monthly returns are adjusted by subtracting the
risk-free rate to obtain excess returns. This approach do not rely on a separate estima-
tion window, since the portfolio estimates expected returns directly from the time-series
regression using the entire sample of monthly portfolio returns.

Finally, a time-series regression is performed, consisting of the excess returns on stan-
dard risk factors. The time-series regression model is based on the Carhart four-factor
(Carhart, 1997) specification and estimates the intercept α as the average abnormal return
attributable to the merger event. The regression Equation 13 is as follows:

Rt −Rf,t = αt + β1(Rm,t −Rf,t) + β2SMBt + β3HMLt + β4MOMt + ϵt (13)

Where Rt is the portfolio return at time t, Rf is the risk-free rate, and Rm is the
market return. For the risk-free rate, the 1-year Swedish government bonds is used to
better reflect short-term shifts in the interest rate environment during the sample period.
The 1-year maturity aligns well with our monthly return horizon while remaining sensitive
to monetary policy changes. For consistency, we use the same market return as in the
CAR calculation, i.e., the OMX Stockholm PI.

SMBt and HMLt are size and book-to-market factors, respectively. MOMt is the mo-
mentum factor, which captures the continuation of past stock returns. Stocks that have
performed well over the past 3 to 12 months ("winners") tend to continue performing
well, while underperformers ("losers") tend to continue underperform in the short-term.
The factors are extracted from Swedish House of Finance Research Data Center and com-
plemented by AQR Capital Management (Sodini, Yao and Aytug, 2025; AQR Capital
Management, 2025). In this regression, the intercept α represents the abnormal perfor-
mance attributable to the merger event. A statistically significant α indicates that, after
controlling for common risk exposures, the portfolio achieves abnormal returns.

To assess whether long-term abnormal returns differ between cash- and stock-financed
acquisitions, we compare the estimated intercepts (α) from the respective calendar-time
portfolio regressions. A formal test is conducted on third hypothesis H3 : αcash = αstock

using a two-sided t-test for independent means. The test statistic is computed as:
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t =
αcash − αstock√
SE2 + SE2

(14)

where SE denotes the standard error of the alpha estimate.

3.6.1 Robustness Checks in the Long-Term

Even though the above approach reduce cross-sectional dependence and overlapping event
window problems, it is common to observe non-normality in financial studies (Affleck-
Graves and McDonald, 1989). Since the portfolio experiences fluctuations over time,
there is a risk of few companies in the sample from time to time. This face additional
challenges that may limit the benefits of the portfolio approach. Hence, it is essential to
remain aware that non-normality can persist, even at the portfolio level. Robust standard
errors (White or heteroskedasticity-consistent standard errors), handle the particular is-
sue of heteroskedasticity (White, 1980). This approach assumes that observations are
independent and that there is no correlation between residuals of different observations,
neither across time nor across firms (White, 1980). For further robustness checks, the
sample is split into two sub-periods (2000–2011 and 2012–2024) to test for structural
shifts in the relationship between payment method and returns.

4 Results

4.1 CAR Results

We find a significant difference between cash- and stock-financed acquisitions around the
event window as shown in Table 2.
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Table 2: CAAR Result Table

Day CAAR Cash CAAR Stock CAAR Diff. Median CAR Diff.

-5 −0.0015 0.0119∗∗ −0.0134 −0.0034∗∗

-4 −0.0122∗ 0.0045 −0.0167 −0.0073∗

-3 −0.0072 0.0341∗∗ −0.0412∗∗∗ −0.0190∗∗∗

-2 −0.0057 0.0420∗∗ −0.0477∗∗∗ −0.0241∗∗∗

-1 −0.0354∗∗ 0.0384 −0.0738∗∗ −0.0335∗∗∗

0 −0.0438∗∗∗ 0.0309 −0.0747∗∗ −0.0369∗∗∗

1 −0.0449∗∗∗ 0.0414 −0.0863∗∗∗ −0.0399∗∗∗

2 −0.0433∗∗∗ 0.0373 −0.0805∗∗∗ −0.0381∗∗∗

3 −0.0465∗∗∗ 0.0440∗ −0.0904∗∗∗ −0.0415∗∗∗

4 −0.0452∗∗∗ 0.0467 −0.0919∗∗∗ −0.0466∗∗∗

5 −0.0552∗∗∗ 0.0538∗ −0.1090∗∗∗ −0.0565∗∗∗

Degrees of Freedom 163 50 213 213
Note: ∗ p < 0.1; ∗∗ p < 0.05; ∗∗∗ p < 0.01.

Cash-financed acquisitions exhibit consistently negative and statistically significant
CAAR from day -1 through day +5, reaching negative 5.5 percent by day +5. Stock-
financed acquisitions, conversely, demonstrate positive CAAR, accumulating to approxi-
mately 5.4 percent by day +5, with several days showing statistical significance.

Table 3: One and Two-Sample t-Test for Event Day CAR

Test CAR p-value Degrees of Freedom
Cash-Financed Acquisitions -0.0438 0.0033 163
Stock-Financed Acquisitions 0.0309 0.1017 —
Two-sample T-Test (Cash vs. Stock) — 0.0188 213
Wilcoxon Rank-Sum Test (Cash vs. Stock) — 0.0060 —
Note: Wilcoxon is a z-statistic

Event-day CAR tests confirm this pattern, see Table 3: cash acquisitions exhibit a sig-
nificant negative abnormal return, while stock acquisitions do not differ significantly from
zero. A direct comparison between the two financing methods further emphasizes that
cash acquisitions significantly underperform relative to stock acquisitions. The Wilcoxon
rank-sum test also confirms a statistically significant difference between the two groups.
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Table 4: Cross-sectional CAR Regression Results with Alternative Specifications

OLS White Robust Clustered (Industry) Industry effect

Intercept −0.0549∗∗∗ −0.0216∗∗ −0.0549∗∗ −0.0789∗

(0.0141) (0.0086) (0.0171) (0.0471)
StockDummy 0.1097∗∗∗ 0.0476∗∗∗ 0.1097∗∗ 0.1062∗∗∗

(0.0295) (0.0180) (0.0450) (0.0304)
Ratio −0.0118 −0.0053 −0.0118 −0.0023

(0.0104) (0.0063) (0.0034) (0.0083)

R-squared 0.0618 0.0618 0.0618 0.0755
Adj. R-squared 0.0528 0.0528 0.0528 0.0345
Degrees of freedom 212 212 212 204

Note: ∗ p < 0.1; ∗∗ p < 0.05; ∗∗∗ p < 0.01. Clustered SEs are based on industry-level clustering.

The regression analysis reinforces this conclusion, as shown in Table 4. The baseline
abnormal return (cash acquisitions) is significantly negative at 5.5 percent. The stock
dummy variable indicates that stock-financed acquisitions outperform cash-financed ones
by approximately 11.1 percentage points. The ratio variable is insignificant and does not
explain variations in CAR. Overall, stock-financed deals clearly outperform cash-financed
deals. None of the industry dummies are statistically significant, suggesting that CARs
are not systematically driven by industry-level differences. The year control reduces the
adjusted R2 (to negative values) and renders the coefficient on stock-financed acquisitions
statistically insignificant. None of the year dummies are individually significant, suggest-
ing that year-to-year differences do not systematically explain variations in CAR and are
thus not presented in Table 4. The sub-period tests yield low explanatory power and low
observation count, hence no statistical significance and no difference in the relationship
between payment method and returns across market cycles.
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4.2 Calendar-Time Portfolio Results

Table 5: Robust Regression Results for Cash and Stock Portfolios (12, 24, and 36 Months)

Cash Robust Stock Robust

12m 24m 36m 12m 24m 36m

Intercept −0.0068 −0.0070∗∗∗ −0.0114∗∗∗ −0.0085∗∗∗ −0.0060∗ −0.0083∗∗∗

(0.0050) (0.0027) (0.0039) (0.0032) (0.0034) (0.0031)
MktExcess −0.0086 0.0103 0.0015 −0.0021 −0.0029 −0.0029

(0.0120) (0.0064) (0.0095) (0.0078) (0.0082) (0.0075)
SMB 0.2795∗∗∗ 0.0947∗ 0.2464∗∗∗ 0.1275∗∗ 0.2615∗∗∗ 0.1228∗∗

(0.0911) (0.0486) (0.0718) (0.0589) (0.0624) (0.0568)
HML −0.0166 0.1161 0.4350∗∗ 0.2027 0.1902 0.1920

(0.2367) (0.1262) (0.1867) (0.1530) (0.1622) (0.1477)
MOM 0.0601 0.0185 0.1699∗∗∗ 0.0691∗ 0.0357 0.0448

(0.0611) (0.0326) (0.0482) (0.0395) (0.0418) (0.0381)

R-squared 0.0118 0.0070 0.0220 0.0213 0.0250 0.0205
Degrees of freedom 291 291 291 291 291 291

Note: ∗ p < 0.1; ∗∗ p < 0.05; ∗∗∗ p < 0.01. Degrees of freedom represent months in portfolio

Table 5 presents the regression results for acquirer portfolios using robust standard errors.
Robust standard errors are presented since improved statistical properties is observed in
terms of more stable standard errors compared to non-robust estimates.

The intercepts are consistently negative and statistically significant for stock-financed
acquisitions over all time horizons, indicating that these deals are associated with persis-
tent underperformance on a risk-adjusted basis. The alphas for stock deals range from
negative 0.60 percent to negative 0.85 percent per month, and annualized to negative 6.9
percent to negative 9.7 percent. This pattern suggests that both equity-financed acquisi-
tions tend to lead to destroying shareholder value over time.

For cash-financed acquisitions, the results are less uniform. The 12 month alpha is
negative but not statistically significant, while the 24 and 36 month alphas are significantly
negative and range from negative 0.70 percent to negative 1.14 percent per month, and
annualized to negative 8.0 percent to negative 12.85 percent. This suggests that short-
term post-acquisition returns for cash deals are relatively stable, but underperformance
emerges over the longer run.

The factor loadings provide additional insights. The size factor (SMB) is consistently
positive and significant, indicating that the portfolios have exposure to smaller firms
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relative to the market. This could imply that the acquiring firms in the sample are
smaller in market capitalization or that the deals involve targets in that segment. The
momentum factor (MOM) is not significant in most regressions, except for the 36 month
cash-financed portfolio, where it is positive and significant. This may indicate that some
of the longer-run performance in this group is driven by continuation of prior trends in
firm performance. The value factor (HML) and market factor (MktExcess) are mostly
insignificant, suggesting that value orientation and overall market movements do not
systematically explain return variation in these portfolios.

Taken together, the results indicate that stock-financed acquisitions are associated
with more persistent and pronounced underperformance relative to their risk profiles,
while cash-financed deals exhibit weaker and delayed signs of value destruction.

Table 6: Two-Sample t-Test for Calendar Time Portfolio

Test Alpha (Cash - Stocks) p-value Degrees of Freedom
Alpha 12 Month 0.0017 0.7746 —
Alpha 24 Month -0.0010 0.8178 —
Alpha 36 Month -0.0031 0.5338 —

Table 6 presents the results of a two-sample t-test comparing the long-term abnormal
returns (alphas) between cash- and stock-financed acquisitions across 12, 24, and 36 month
holding periods. While the alpha difference is positive at the 12 month horizon, it turns
slightly negative at 24 and 36 months, indicating a weak and inconsistent directional
pattern. Across all three periods, the differences are small in magnitude and statistically
insignificant, with p-values well above conventional thresholds.

Figures 3 to 5 in Appendix C, illustrate the cumulative performance of calendar-
time portfolios for cash- and stock-financed acquisitions across 12, 24, and 36 month
holding periods. Across all horizons, stock-financed portfolios tend to perform better in
the earlier half of the sample, particularly between 2003 and 2011. During this period,
stock deals often yielded positive abnormal returns, especially evident at the 12 and 24
month horizons.

Beginning around the global financial crisis in 2008 and continuing into the 2010s, both
financing types experienced prolonged underperformance relative to the market. Cash-
financed portfolios appear more stable and show less volatility, but also deeper drawdowns,
especially visible at the 36 month horizon. Notably, the cash portfolio experienced a
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significant but short-lived rebound around 2020.
By the end of the sample period, both portfolios underperform the market index

(shown in gray), with stock deals showing steadily declining cumulative returns post-2011
and little recovery. The figures reinforce the regression results: while directional patterns
exist, neither financing method consistently delivers long-term outperformance, and the
timing of the deal appears to play a significant role in post-acquisition performance.

Even though the raw return for cash-financed acquisitions over the 36 month holding
period is less negative compared to stock-financed deals, the regression results show that
the cash portfolio has significant exposure to momentum (see Table 5). This exposure
helps explain the relatively better raw performance. However, once adjusted for this
and other risk factors, the cash portfolio still delivers a lower alpha. Specifically, despite
benefiting from favorable factor exposure, it underperformed relative to what the model
predicts, resulting in a more negative abnormal return.

5 Discussion

5.1 Comparison to Literature

Earlier literature has aimed to investigate the effects of M&A on acquirer returns, and the
method of payment has consistently been highlighted as one of the most important factors.
According to the results from previous studies (Jensen and Ruback, 1983, Loughran and
Vijh, 1997, Moeller et al., 2005, Faccio and Masulis, 2005, Alexandridis et al., 2012),
choosing stock as a payment method in an acquisition leads the acquirer to experience a
negative abnormal return, given its signaling value. The signaling theory has been central
in explaining this, where cash (stock) sends a positive (negative) signal. Cash signals
managerial confidence, and stock signals overvaluation.

Additional theories are also important in explaining acquirer returns, such as corpo-
rate control theory, hubris hypothesis, market misvaluation theory, and the benefit of
debt hypothesis. Although we observe that cash outperforms stock in the long-term, the
return difference is not statistically significant. In contrast, the short-term results con-
tradict previous research showing that acquirers who choose stock as a payment method
experience positive short-term return, with the difference being the two payment meth-
ods being statistically significant at the 1 percent level. This indicates that while the
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method of payment has a significant effect in the short term, the apparent difference in
long-term returns lacks statistical support, implying that payment method alone may not
be a decisive driver of long-term abnormal returns in our data.

Our findings in the short-term are unexpected and show that stock-financed acqui-
sitions exhibit a positive abnormal return of 5 percent, while cash-financed acquisitions
generate a negative abnormal return of 5 percent. We find that the CAAR is significant
at the 5 percent level, which leads us to reject our second hypothesis (H2)3 , as stock
generated a positive and significant alpha in the short-term. However, when comparing
cash-financed and stock-financed acquisitions, we observe a statistically significant dif-
ference at the 1 percent level, leading us to reject our fourth hypothesis (H4)4 . These
findings contradict earlier research presented by Roll (1986), Yook (2003), and Moeller
et al. (2005), where stock-financed acquisitions are penalized by the market due to man-
agerial overconfidence or overvaluation. According to signaling theory and the market
timing hypothesis, overvalued firms issue equity to acquire other firms, which the market
interprets as a sign of overpayment and potential value destruction, while cash signals
confidence in future performance.

Our results align more closely with Faccio and Masulis (2005) and Alexandridis et al.
(2012), who argue that in European markets, the signaling effect of stocks has weakened
and that equity is increasingly being used as a strategic tool rather than as reflection of
overvaluation. Alexandridis et al. (2012) highlight this shift during the sixth merger wave,
where the negative signal of equity offers decreased from the fifth merger wave. They also
emphasize the unique characteristics of the European market, where the market exhibits
higher transparency. This transparency is supported by regulatory improvements and
accounting standards, such as the EU Takeover Directive and the adoption of IFRS.
These institutional factors reduce information asymmetry, making it easier for investors
to evaluate the underlying quality of the deal regardless of the payment method. In
this context, our result could be seen as evidence pointing towards a seventh merger
wave, shaped by improvements in investor protection, increased transparency, and a low-
interest-rate environment. With access to cheap capital and institutional changes reducing

3H2 predicted that stock-financed acquisitions would lead to short-term underperformance. However,
we found that stock deals performed better than cash in the short-term, and the difference was statistically
significant.

4H4 proposed that stock-financed acquisitions perform worse than cash in the short term. Our findings
contradict this, as stock-financed deals significantly outperformed cash deals around the announcement.

28



information asymmetry, investors may find it easier to assess deal quality, leading to a
setting where stock may no longer be viewed as a negative signal but rather as an efficient
and flexible financing method.

An additional explanation for our result is that it could reflect investor confidence
in the acquiring firm’s management. This interpretation connects to corporate control
theory, as discussed by Jensen and Ruback (1983), where the transfer of control to more
efficient managers increases firm value. The strong short-term performance of stock-
financed deals in our data may indicate that the market trusts management and perceives
the acquisition as value-enhancing. This interpretation is further supported by our cross-
sectional regression analysis, where the stock dummy is statistically significant. However,
we found that the bid-to-acquirer size ratio is not statistically significant, differing from
earlier research (Moeller et al., 2005), which suggests that deal size does not explain the
abnormal return. We also found that industry dummies are insignificant, indicating that
abnormal returns are not driven by industry-specific patterns. Additionally, we tested for
differences across market cycles by creating sub-periods and re-estimating our regressions.
However, the results showed no difference in the relationship between payment method
and returns across market cycles, and our results were not statistically significant. This
indicates that, within our data, market cycles do not appear to affect the choice of payment
method. Furthermore, our results are robust across industry and year dummies, which
strengthens the conclusion that payment method is a primary driver of the market reaction
to M&A announcements.

In contrast to our short-term findings, our long-term results align more closely with ear-
lier research, where stock-financed acquisitions exhibit negative abnormal returns over 12,
24, and 36 month periods. With alphas being negative and statistically significant across
all time frames, we fail to reject our first hypothesis (H1)5 and remain consistent with
the hubris hypothesis (Roll, 1986) and market misvaluation theory (Shleifer and Vishny,
2003, Rhodes-Kropf and Viswanathan, 2005). Managers may be driven by overconfidence
or tempted by overvalued equity, leading to acquisitions that fail to deliver long-term
value. Our findings suggest that while the market may initially reward stock-financed
acquisitions due to transparency and a perceived strategic fit, unrealized synergies or

5H1 stated that stock-financed acquisitions result in negative abnormal returns in the long term. This
was supported by our results, as stock deals showed significantly negative alphas over 12, 24, and 36
months.
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managing integration challenges become a determining factor over time. Additionally,
we find that both portfolios are exposed to small growth stocks, but the cash portfolio
evolves towards a value stock profile over time, with HML being statistically significant
at the 5 percent level at 36 months. This indicates that acquiring firms post-acquisition
adopt value characteristics, but these factors are insufficient to offset the negative alpha.

Moreover, despite the results of cash- and stock-financed acquisitions showing statis-
tically significant negative abnormal returns throughout the periods (except for cash at
12 months), with cash experiencing a higher return than stock-financed acquisitions, we
find that the difference between cash and stock returns is not statistically significant.
Therefore, we fail to reject our third hypothesis (H3)6 , indicating that the returns move
in the expected direction, but our evidence is not strong enough to confirm a significant
difference. We suggest that the small number of stock-financed deals in our sample be a
confounding factor behind the lack of statistical inference. The weakened signaling effect
of stock, facilitated by improved institutional transparency, does not appear sufficient to
mitigate the structural risks of equity financing. It is also likely that long-term perfor-
mance is driven more by post-merger integration and management execution than by the
method of payment itself, which may explain why the return difference is not significant.

In conclusion, our findings present a shift in short-term investor perception of stock-
financed acquisitions, which is reflecting greater institutional transparency, improved gov-
ernance, and more strategic use of equity in regulated markets. However, this shift has
not translated into improved long-term outcomes, as equity-financed deals continue to
underperform, and is consistent with earlier literature. While investors are less punishing
of stock as a payment method at announcement, the underlying risks connected to equity
financing persist. Ultimately, while earlier literature highlights the payment method as a
central factor in long-term M&A outcomes, our findings suggest that this effect may be
weaker or less consistent in the Swedish market.

6H3 suggested that stock-financed acquisitions underperform cash-financed ones in the long term.
While the direction of the results supports this, the difference was not statistically significant, so we fail
to confirm the hypothesis.
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5.2 Limitations of Research

While our study contributes to the literature and provides insights into payment methods
and acquirer performance in Sweden, there are some limitations that should be acknowl-
edged. Firstly, we only included completed M&A transactions, as we found too few failed
acquisitions to include. By incorporating failed deals, as done by Savor and Lu (2009),
future studies could better isolate the market’s response to the intended use of a spe-
cific payment method. This would allow for a more comprehensive understanding of how
payment method decisions are interpreted.

Secondly, we limited our research to 100 percent cash and 100 percent stock deals and
excluded mixed payment structures. This was done to isolate the effects of pure financing
methods. However, future research could explore how mixed deals perform relative to fully
cash- or stock-financed transactions. Including mixed-payment deals would also expand
the dataset, which is another limitation we encountered. Specifically, we had significantly
fewer stock-financed acquisitions than cash-financed ones, which resulted in some periods
in our calendar-time portfolios where no stock deals were held. Increasing the sample size
could improve the robustness of the long-term performance estimates and may lead to
different statistical inferences.

Thirdly, we do not account for bidder toehold positions, meaning cases where the
acquirer already owned part of the target before the deal. Although toeholds can affect
how the market reacts (Betton et al., 2008), we chose not to include toeholds in our
analysis for two main reasons. Firstly, data around toehold positions was inconsistent
and not available for the complete sample, especially for deals involving private or foreign
targets, which made it difficult to measure the variable reliably. Including it would have
reduced our sample size and risked introducing both measurement and selection bias.
Secondly, we wanted to remain consistent with previous studies such as Loughran and
Vijh (1997), Yook (2003) and Moeller et al. (2005), which also do not account for toehold
positions and focus solely on the method of payment, deal size, and announcement returns.

Lastly, we do not distinguish between public and private targets. Fuller et al. (2002)
find that the market reacts differently depending on whether the acquirer is targeting a
public or private firm. We decided not to include target type in our analysis for two main
reasons. Firstly, our dataset was already limited in size, and introducing an additional
layer of segmentation would have further reduced statistical power and made inference less
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reliable. Secondly, we wanted to be consistent with previous research such as Loughran
and Vijh (1997) and Yook (2003), which also excluded target type, and build on that
strand of literature. However, we suggest that future research could explore how target
type affects the relationship between payment method and performance. As our study
aims to understand the role of payment method in the Swedish context, we believe fu-
ture studies could build on this foundation by broadening the scope of the dataset and
incorporating these dimensions.

6 Summary and Conclusion

Previous research has emphasized two central perspectives on stock-financed acquisitions:
the market misvaluation hypothesis, and the hubris hypothesis. Although previous work
shows mixed short-term results, the consensus is that stock-financed acquisitions under-
perform in the long run. This thesis investigates these perspectives using a sample of 215
Swedish M&A transactions between 2000 and 2024, employing event study methodology
and calendar-time portfolio analysis to measure abnormal returns.

We find that stock-financed acquisitions outperform cash-financed acquisitions around
the announcement date, contradicting U.S. findings that stock offers signal overvaluation.
This suggests that in Sweden’s transparent market environment, equity offers may not
carry the same negative stigma. However, consistent with earlier literature, we observe
significant long-term underperformance for stock-financed deals, supporting the notion
that short-term optimism fades and misvaluation effects materialize over time. Cash-
financed acquisitions also exhibit long-term negative abnormal returns, though to a lesser
extent. Three possible conclusions emerge from these findings: First, it could be that the
Swedish institutional context reduces information asymmetries, mitigating the adverse
short-term market reaction to stock offers. This aligns with Faccio and Masulis (2005)
and Alexandridis et al. (2012), who document weakened signaling effects in European
markets. Second, despite short-term optimism, managerial overconfidence and market
misvaluation remain prevalent forces, leading to poor post-merger performance for stock-
financed deals. This is consistent with the hubris hypothesis (Roll, 1986) and market
timing theories (Shleifer and Vishny, 2003, Rhodes-Kropf and Viswanathan, 2005). Third,
the persistent underperformance of both cash- and stock-financed acquisitions suggests
that integration challenges and overestimated synergies (Andrade et al., 2001), rather than

32



solely payment method, play a fundamental role in long-term M&A success or failure.
To conclude, while short-term investor sentiment appears to have evolved in Sweden

toward accepting stock-financed acquisitions, the structural risks associated with equity-
financed M&A remain. Our results highlight that the method of payment continues to be
a critical determinant of short-term returns but limited for the long-term value creation
in transparent and mature equity markets. The general underperformance of acquirers
may instead be better explained by broader theoretical frameworks such as the corporate
control hypothesis, the hubris hypothesis, and the market misvaluation theory.
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Appendix A: Transaction Summary

Table 7: Transaction summary list

Year Transactions Cash Stock Transaction size (mUSD) Mean size

2000 6 4 2 517 86
2001 11 6 5 7,962 724
2002 5 6 2 17,595 3,519
2003 8 3 5 260 32
2004 12 8 4 1,309 109
2005 7 5 2 37 5
2006 10 6 4 2,285 229
2007 2 1 1 29 14
2008 7 4 3 951 136
2009 9 6 3 1,750 194
2010 7 6 1 169 24
2011 14 12 2 1,752 125
2012 7 7 0 83 12
2013 4 2 2 161 40
2014 4 3 1 2,502 626
2015 11 9 2 987 90
2016 8 7 1 72 9
2017 9 8 1 55 6
2018 2 2 0 12 6
2019 5 4 1 190 38
2020 15 13 2 2,851 190
2021 16 16 0 3,067 192
2022 7 7 0 57 8
2023 11 9 2 378 34
2024 16 13 3 1,829 114

Total 215 164 51 46,860 326
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Appendix B: Data Cleaning Process

Table 8: Data Cleaning Summary

Step Description Removed Remaining

0 Initial merged dataset from CapitalIQ and Refini-
tiv Eikon

– 707

1 Mixed or unclear financing structure (93) 614
2 Below USD 1M deal size (65) 549
3 Duplicates, identifier mismatches, integration or

date errors
(130) 419

4 Missing or insufficient stock price data (99) 320
5 Acquirer not Swedish (105) 215
6 Final dataset – 215

Note: This table shows the step-by-step filtering process applied to the initial dataset of 707 transac-
tions, resulting in the final sample of 215 used in the analysis.

Appendix C: Calendar-Time Portfolio Figures

Figure 3: Calendar time portfolio with 12 months hold period
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Figure 4: Calendar time portfolio with 24 months hold period

Figure 5: Calendar time portfolio with 36 months hold period

39



Appendix D: Industry Distribution

Figure 6: Industry Distribution

Appendix E: Company List

Table 9: Company list in detail

Acquirer Ticker Acquirer industry Acquisition date Deal size (mUSD) Funding CARτ2
CARτ CARτ3

TELIA Information Technology 2002-03-26 8,763 STOCK 1.0% 2.1% 3.5%
SEB Financials 2001-02-22 6,893 STOCK -0.6% -3.3% -0.5%
SSAB Industrials 2014-01-22 2,488 STOCK 2.8% -1.3% -3.4%
CORE Real Estate Operations 2021-03-29 2,374 STOCK 0.8% 1.1% 2.8%
EVO Consumer Discretionary 2020-06-24 2,345 STOCK -4.4% -2.3% -3.4%
SCAN Industrials 2004-11-19 1,025 STOCK -0.1% 2.8% 4.0%
SAND Industrials 2011-11-07 943 STOCK 0.4% 12.9% -4.5%
PEAB Industrials 2008-11-10 737 STOCK -0.2% 15.9% 24.8%
ORRON Energy 2006-05-29 673 STOCK 0.1% -8.8% -9.8%
BALD Real Estate Operations 2009-06-26 626 STOCK 3.8% 2.6% 1.9%
LATO Financials 2011-03-17 546 STOCK 1.0% -1.2% -1.7%
CATE Real Estate Operations 2015-10-20 528 STOCK -1.5% -1.8% 3.4%
ATRLJ Real Estate Operations 2006-10-17 508 STOCK -2.3% -6.6% -18.8%
LGPA Information Technology 2000-08-22 452 CASH -0.3% 1.6% 7.4%
SAS Industrials 2001-04-20 434 CASH -5.3% -2.9% -12.7%
BESQAB Real Estate Operations 2024-01-31 421 STOCK -0.6% 8.4% 12.7%
STORY Consumer Discretionary 2015-06-23 416 CASH 2.8% -1.3% -3.4%
EMBRAC Information Technology 2021-12-15 405 CASH -3.2% -2.9% 7.3%
KINV Financials 2009-04-23 383 STOCK 1.4% -6.5% -7.0%
DOXA Real Estate Operations 2023-04-25 310 STOCK -0.5% -1.5% -1.5%
LOGI Real Estate Operations 2024-06-14 296 STOCK 0.7% 9.1% 15.0%
BRIN Real Estate Operations 2024-12-11 286 STOCK 1.0% 1.5% 2.7%
TORN Real Estate Operations 2001-04-06 280 CASH 0.7% 1.8% -2.7%

continued on next page. . .
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Table 9: Company list in detail (continued)

Acquirer Ticker Acquirer industry Acquisition date Deal size (mUSD) Funding CARτ2
CARτ CARτ3

BURE Financials 2009-10-14 276 STOCK -1.4% -0.9% -1.2%
EH Information Technology 2006-03-29 252 STOCK -1.5% -11.9% -14.1%
BEIJB Industrials 2008-09-22 188 CASH -1.6% 35.8% -3.6%
VOLV Industrials 2003-05-26 151 CASH -1.4% -4.3% -1.9%
COIL Energy 2011-04-19 135 CASH 17.2% 8.8% 7.2%
TELCB Information Technology 2001-12-10 125 STOCK 3.4% 0.1% 6.6%
TRENT Energy 2010-02-10 117 CASH 1.3% -1.5% -1.1%
ICTA Information Technology 2020-04-02 104 STOCK -3.8% -9.7% -13.2%
TORSAB Real Estate Operations 2019-07-10 103 STOCK 2.8% 10.8% 15.3%
ORES Financials 2004-04-26 94 CASH -0.1% -2.5% -1.9%
FABG Real Estate Operations 2006-02-03 89 CASH 0.2% -0.8% 2.9%
NYF Real Estate Operations 2019-12-16 81 CASH 1.1% -1.4% -5.0%
TEL2B Information Technology 2001-11-28 78 STOCK 1.1% 4.3% 5.0%
NEOBO Real Estate Operations 2020-10-14 77 STOCK 0.5% -0.7% -1.2%
ARBO Financials 2020-05-18 76 STOCK -0.9% -7.5% -22.3%
ELEC Information Technology 2021-12-07 69 STOCK -5.8% -21.7% -18.0%
VITR Health Care 2009-01-14 67 STOCK 0.3% 3.1% 10.4%
EPTI Information Technology 2021-08-30 58 STOCK -3.9% -5.8% -12.6%
ATEL Information Technology 2013-01-09 55 STOCK 0.8% 1.1% 1.8%
BILI Consumer Discretionary 2021-02-26 54 CASH 0.1% 0.9% 2.0%
REAL Real Estate Operations 2002-04-23 54 STOCK 0.5% -1.2% -1.2%
RATO Financials 2013-05-24 53 CASH 0.2% 4.6% 5.6%
SAGA Real Estate Operations 2013-06-17 52 STOCK 0.8% -9.7% -15.9%
EMTR Information Technology 2011-04-05 49 CASH -0.4% -12.7% -24.5%
HOPR Real Estate Operations 2003-12-18 47 STOCK -0.1% 8.0% 7.0%
PRIC Information Technology 2006-04-24 40 CASH 0.1% -2.2% -1.7%
STEB Consumer Discretionary 2000-06-09 36 CASH -0.3% 0.5% -1.0%
IARB Information Technology 2004-12-22 36 CASH 1.2% -4.0% -8.0%
IAR Information Technology 2004-12-22 36 STOCK 2.6% 4.5% 6.1%
CATB Real Estate Operations 2001-02-05 34 CASH -0.2% 6.3% 3.9%
MSON Consumer Discretionary 2017-05-15 32 CASH -0.8% -0.1% 0.9%
TGN Information Technology 2006-02-08 32 CASH -0.6% -1.2% -14.3%
NOSIUM Consumer Discretionary 2024-09-11 31 CASH -3.7% -2.5% -2.7%
PACT Information Technology 2003-11-24 29 CASH -7.0% -12.1% -5.6%
MAHA Energy 2022-12-04 29 CASH 1.0% -3.4% -5.1%
XPON Information Technology 2007-09-24 29 CASH 0.7% 2.6% -2.3%
AROC Health Care 2021-05-10 28 CASH -4.7% 1.7% -14.7%
BORE Information Technology 2010-06-09 27 CASH 0.5% 0.5% -17.1%
NETWB Information Technology 2005-04-20 25 CASH 0.0% 0.3% 0.1%
ACRI Real Estate Operations 2016-09-21 24 CASH -10.8% -7.3% 7.8%
SPEQT Consumer Discretionary 2023-06-07 24 CASH -6.7% -12.1% -31.3%
ANODB Information Technology 2003-02-28 23 CASH 0.3% -2.5% -5.5%
MAGLE Health Care 2024-06-17 23 CASH 5.7% 9.2% 10.1%
LUMI Industrials 2004-12-30 22 STOCK 0.0% -3.9% -1.9%
MII Industrials 2012-06-01 22 CASH -0.5% -20.4% -2.0%
VSSAB Industrials 2004-10-07 21 CASH 0.9% -3.7% -13.3%
PART Industrials 2001-10-09 21 CASH 0.0% 0.2% -1.0%
FORE Consumer Discretionary 2015-01-27 21 CASH 1.2% 3.2% 2.8%
MOFAST Real Estate Operations 2020-10-19 21 CASH -4.3% 7.5% 16.4%
CASHB Information Technology 2004-09-06 20 CASH 0.3% -6.1% -6.3%
NETR Information Technology 2011-03-14 20 CASH -6.4% 0.0% -6.1%
MAGNA Health Care 2021-01-25 18 CASH 1.2% 4.1% 1.5%
EOLU Industrials 2011-08-12 17 CASH -0.9% -1.9% 1.6%
AGRA Financials 2011-12-20 16 CASH -1.2% -2.3% -9.3%
CE Information Technology 2012-12-06 16 CASH -6.4% -17.7% -22.7%
META Energy 2021-06-04 15 CASH -0.2% -15.7% -7.1%
MAXP Information Technology 2012-03-09 15 CASH -41.5% -5.9% -10.0%
PADEL Consumer Discretionary 2024-05-03 15 CASH -4.4% -56.2% -34.9%
EBLITZ Financials 2024-08-26 14 CASH 0.2% -50.7% -80.1%
360H Consumer Discretionary 2011-05-19 14 CASH 0.8% 1.1% -2.8%
KAP Financials 2002-06-07 14 STOCK -1.5% -13.1% -14.7%

continued on next page. . .

41



Table 9: Company list in detail (continued)

Acquirer Ticker Acquirer industry Acquisition date Deal size (mUSD) Funding CARτ2
CARτ CARτ3

PROMO Health Care 2023-11-29 13 CASH -18.6% -131.3% -103.3%
CAPE Information Technology 2008-09-23 13 STOCK -1.0% 15.4% -9.3%
BEGR Industrials 2010-10-07 13 CASH -0.9% 2.1% 7.9%
L2R Information Technology 2006-09-05 12 CASH -0.2% 2.0% 2.8%
DOME Consumer Discretionary 2021-03-12 12 CASH 3.5% -18.1% -22.7%
SIGMB Information Technology 2004-05-06 12 CASH 0.0% -0.5% -1.2%
VICO Health Care 2018-07-03 11 CASH 0.8% -19.6% -21.2%
BRG Industrials 2016-04-26 11 CASH 0.0% -6.2% -22.6%
IWB Information Technology 2001-08-31 11 STOCK -0.6% -10.1% 0.4%
QUIA Energy 2016-11-30 11 CASH 2.5% 6.4% 2.8%
HEAD Education 2022-05-31 11 CASH 0.5% -6.0% -0.2%
EIAB Industrials 2000-12-28 11 STOCK -0.6% 4.1% 4.6%
BEIA Industrials 2000-12-12 11 CASH 2.9% -4.6% -1.2%
DORO Information Technology 2014-12-16 10 STOCK 1.3% -10.1% -10.3%
PMED Health Care 2023-06-15 10 CASH -7.4% -6.0% -16.6%
BLUE Industrials 2020-03-09 9 CASH -5.2% -12.6% -20.7%
HUBSO Information Technology 2020-03-04 8 CASH 10.4% 3.0% 22.3%
CLAV Information Technology 2016-08-26 8 CASH 1.2% 4.7% 5.3%
METV Industrials 2020-09-29 8 CASH 0.9% 2.8% 2.7%
AGES Industrials 2017-03-09 8 CASH -2.1% 5.5% -1.8%
ELAN Industrials 2000-11-09 7 CASH 2.2% 6.4% 2.5%
STAR Information Technology 2015-06-15 7 CASH 1.1% 19.2% 21.9%
VIT Information Technology 2012-01-23 7 CASH -2.3% -0.9% -1.4%
INISS Information Technology 2022-07-01 7 CASH -0.4% 5.1% 3.7%
GBK Information Technology 2020-04-29 6 STOCK -2.0% 3.8% 7.3%
TATU Energy 2003-06-05 6 STOCK -0.1% 2.7% 2.8%
LAIR Information Technology 2016-11-21 6 CASH -0.2% 8.7% 1.5%
CASO Energy 2012-02-08 5 CASH 0.1% -2.7% -5.6%
AZA Financials 2001-06-08 5 STOCK -0.9% -0.9% 52.6%
INVUO Information Technology 2016-07-13 5 CASH 0.3% 2.3% -6.0%
KRONA Real Estate Operations 2024-08-20 5 CASH -0.2% 0.4% 0.0%
XCT Health Care 2009-03-25 5 CASH -1.0% -12.3% -17.3%
DIOS Real Estate Operations 2010-09-17 5 CASH 0.0% -5.7% -8.5%
ACARIX Health Care 2023-12-06 5 CASH -2.5% 2.3% 8.5%
ORX Health Care 2009-02-23 5 CASH -4.2% -5.1% -1.9%
NLAB Consumer Discretionary 2015-10-13 5 CASH 3.2% -6.5% -7.5%
EMART Industrials 2024-02-19 5 CASH 6.8% -109.3% -85.7%
RHOVAC Health Care 2022-12-05 4 CASH 5.7% -143.7% -97.1%
TOPR Information Technology 2024-01-19 4 CASH 7.1% 18.9% -1.4%
SUSG Information Technology 2020-12-22 4 CASH 0.4% 15.5% 12.5%
FASTAT Financials 2021-02-08 4 CASH 4.0% -11.1% 9.2%
ALNX Health Care 2008-03-18 4 STOCK 0.1% -1.0% -1.0%
VALUNO Information Technology 2020-01-27 4 CASH -0.7% -1.9% -2.8%
GREEN Industrials 2023-06-13 4 CASH 1.3% -3.0% 0.2%
STWK Education 2010-11-11 4 CASH -0.6% -4.1% -7.5%
TAUR Energy 2024-07-18 4 CASH -5.0% -11.1% -9.5%
TRANS Information Technology 2017-04-18 4 CASH -1.9% -10.2% -11.8%
AVAN Health Care 2006-01-12 4 CASH -0.4% -1.7% 1.7%
EVIPB Information Technology 2005-10-19 4 STOCK 2.5% 3.8% -2.6%
ANOD Information Technology 2008-10-16 4 CASH 4.4% 1.3% 12.4%
SOSI Industrials 2008-06-23 4 CASH 0.0% 5.5% 11.7%
HAMLET Health Care 2023-03-31 4 STOCK 1.5% -2.1% 16.6%
FNOX Information Technology 2017-05-23 4 CASH 0.5% 5.3% 5.5%
GGEO Energy 2011-08-17 4 CASH -1.4% 2.7% 1.8%
MCOR Information Technology 2009-05-11 3 CASH 2.5% 6.3% 5.2%
BCS Information Technology 2014-12-19 3 CASH -1.5% -28.4% -29.9%
LLB Industrials 2004-02-25 3 CASH 0.1% 5.1% 1.5%
ANTCO Financials 2024-10-22 3 STOCK -1.1% 5.2% 23.0%
PROEB Education 2005-12-12 3 CASH 5.4% 2.0% -14.1%
SALT Industrials 2017-09-18 3 CASH 1.6% -1.6% -19.7%
ASPBT Information Technology 2011-10-27 3 CASH 2.5% 2.4% 7.4%
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RVN Energy 2023-05-31 3 CASH 0.9% 7.3% -15.5%
KLAR Health Care 2019-11-05 3 CASH -5.0% -3.1% -0.4%
L2S Health Care 2023-07-05 3 CASH 44.9% -61.5% -48.5%
TENDO Health Care 2024-10-07 3 STOCK 3.7% 109.2% 106.8%
ASAB Information Technology 2001-07-11 3 STOCK 0.2% 2.2% 3.0%
MANG Financials 2022-07-13 3 CASH 0.1% 0.3% -22.1%
IS Information Technology 2012-01-12 2 CASH 3.9% 3.4% -4.3%
KARO Health Care 2015-04-10 2 CASH 16.4% 15.4% -1.2%
THINC Information Technology 2021-12-01 2 CASH 7.1% 22.6% 23.3%
ADVBOX Financials 2022-09-12 2 CASH 1.4% -10.9% -21.3%
PRCOB Information Technology 2005-05-20 2 CASH 0.1% 0.8% 0.5%
AVENT Information Technology 2023-09-08 2 STOCK 2.7% 5.2% 19.1%
LEDSB Financials 2004-02-20 2 CASH -0.9% -1.3% -0.4%
M1D Information Technology 2002-05-24 2 CASH 0.1% 0.4% -0.3%
COMBI Health Care 2019-04-18 2 CASH -0.2% -0.5% -8.1%
MORPB Energy 2005-10-18 2 CASH -0.3% 6.0% 4.6%
CTT Industrials 2009-11-11 2 CASH 3.3% -0.2% -2.6%
LIDDS Health Care 2024-01-29 2 CASH -5.6% -12.9% -4.7%
HTRO Industrials 2021-06-02 2 CASH 1.8% 11.8% 11.2%
BRE2 Information Technology 2006-04-12 2 CASH -0.1% -5.0% -5.1%
RUSF Industrials 2011-05-25 2 CASH 0.1% -3.2% 5.3%
EVERY Consumer Discretionary 2015-11-24 2 CASH -2.6% -5.1% -4.2%
FMEB Industrials 2003-10-15 2 STOCK 1.1% 5.5% 5.7%
LEVBIO Health Care 2011-01-31 1 STOCK 0.1% 10.7% 11.1%
ODEN Industrials 2017-11-23 1 CASH -0.6% 0.2% -2.5%
BOGIO Information Technology 2008-05-21 1 CASH -1.2% -0.6% 2.1%
GHP Health Care 2020-04-22 1 CASH -1.5% 5.2% 5.1%
BLIN Health Care 2003-09-17 1 STOCK 0.3% 0.0% 4.8%
SPEONE Information Technology 2021-03-01 1 CASH -8.6% 9.1% 9.0%
HANZA Information Technology 2014-11-05 1 CASH -6.1% -28.7% -21.2%
ARCT Industrials 2017-09-07 1 CASH 0.3% 5.4% 2.1%
FPIP Information Technology 2018-03-21 1 CASH -0.4% 0.1% -3.5%
FXI Financials 2023-08-22 1 CASH -0.2% 5.0% 10.1%
ECC Industrials 2019-07-01 1 CASH -0.1% 0.0% 0.6%
ZETA Information Technology 2017-10-24 1 CASH 11.1% -4.1% -24.8%
MULQ Information Technology 2015-05-12 1 CASH -0.2% -4.9% -28.2%
CLEMO Consumer Discretionary 2022-08-19 1 CASH -4.9% -6.3% -6.8%
BTS Education 2021-01-04 1 CASH -2.4% -7.3% -1.1%
HIQ Information Technology 2017-03-10 1 STOCK 0.5% -19.4% -4.8%
LIDDS Industrials 2016-11-27 1 CASH 10.2% -9.0% 14.5%
TRIG Information Technology 2006-10-24 1 CASH 5.9% 10.7% 9.3%
RIGHTB Consumer Discretionary 2010-01-19 1 CASH 12.0% 5.0% -0.6%
NOWO Financials 2022-10-02 1 CASH -2.4% 10.9% 14.9%
HTRO Health Care 2010-08-13 1 CASH -3.4% -8.3% 1.6%
WPTG Real Estate Operations 2013-08-09 1 STOCK -8.4% 6.8% 7.9%
COEGIN Consumer Discretionary 2021-07-20 1 CASH 14.6% -9.4% 12.2%
COMBI Consumer Discretionary 2016-11-17 1 STOCK 1.5% 8.7% 13.7%
CTT Information Technology 2000-12-10 1 CASH 1.4% -1.4% -4.6%
SES Industrials 2009-01-07 1 CASH -4.1% 11.7% -1.4%
AVENT Information Technology 2020-05-04 1 CASH 2.1% 12.8% -1.8%
KNOW Information Technology 2021-05-11 1 CASH 8.0% 14.1% -8.3%
FLERIE Industrials 2019-10-01 1 CASH 7.1% -3.7% -1.6%
MORPB Real Estate Operations 2014-04-22 1 STOCK -7.3% 6.6% -9.0%
BRE2 Consumer Discretionary 2021-09-12 1 STOCK -0.8% -2.1% -1.7%
TRIG Industrials 2005-04-02 1 STOCK 0.4% -8.9% 4.5%
COEGIN Consumer Staples 2016-09-22 1 STOCK 0.2% 13.8% 3.3%
KNOW Information Technology 2011-05-24 1 CASH -8.6% 8.0% 7.8%
SEZI Health Care 2006-12-17 1 CASH -1.3% 11.9% 12.9%
CAM Information Technology 2004-04-29 1 CASH 8.6% -1.5% 7.1%
SOF Information Technology 2005-11-30 1 CASH -0.5% -0.2% -15.4%
GJAB Industrials 2016-02-29 1 STOCK 1.0% -19.1% -19.0%

continued on next page. . .

43



Table 9: Company list in detail (continued)

Acquirer Ticker Acquirer industry Acquisition date Deal size (mUSD) Funding CARτ2
CARτ CARτ3

SHEL Energy 2015-10-07 1 STOCK 0.0% 0.7% 13.7%
NETI Information Technology 2004-03-15 1 STOCK 0.3% 3.6% 4.4%
PREV Information Technology 2007-04-12 1 STOCK 0.5% 1.4% 4.1%
CZONB Information Technology 2003-04-15 1 STOCK 4.1% 12.5% 7.8%
SILEON Information Technology 2013-12-04 1 STOCK 2.5% 1.3% 7.0%
DICEA Information Technology 2000-10-30 1 STOCK -0.2% 1.0% -2.1%
ACOM Information Technology 2011-04-27 1 STOCK 16.0% 14.4% -0.8%
SEZI Health Care 2015-04-21 1 STOCK 15.5% 6.8% -1.3%
PREC Information Technology 2005-10-13 1 STOCK 1.6% 2.9% 8.2%
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