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Abstract

This study examines the long-run stock price performance of spin-ofts in the Nordic equity
markets between 2001 and 2024. Using a final sample of 50 completed transactions, buy-and-
hold abnormal returns (BHAR) are estimated over 6, 12, 24, and 36 months for parent firms,
spun-off entities, and the combined shareholder position, benchmarked against country-
specific MSCI indices. Spun-off entities earn positive and statistically significant long-run
abnormal returns, most clearly at 36 months, while parent firms and combined positions show
weaker evidence, so the main hypothesis is only partially supported. Cross-sectional
regressions provide little evidence that industrial focus or the relative size of the spun-off
entity explains these returns. In a complementary analysis, the combined market value at the
first trading day is on average 16.3 percent higher than the parent's pre-announcement value.
The results are concentrated in Swedish observations (62 percent of the sample). These
findings indicate that any long-run outperformance after Nordic spin-offs is concentrated in
the spun-off entities and in Sweden, and that its magnitude, sensitive to benchmark choice and

sample composition, is best read as suggestive rather than conclusive.

Keywords: Spin-offs, long-run stock performance, buy-and-hold abnormal returns, Nordic

equity markets, corporate restructuring
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1. Introduction

1.1 Background

During the 1960s and 1970s, the common belief among large companies was that by
acquiring unrelated businesses they would generate a competitive advantage and higher
returns. This led to a series of acquisitions to diversify businesses. However, in the 1980s
academic research began questioning this logic. Berger and Ofek (1995) demonstrated that
diversified firms were valued at 13-15 percent discount compared to the sum of the parts
valuation (a phenomenon commonly referred to as the conglomerate discount). These findings

sparked a wave of restructuring and divesting of non-core divisions.

One of the methods for divestments, spin-offs, emerged as a particularly distinctive
mechanism. A spin-off occurs when a publicly listed company separates a division into an
independent entity and distributes shares in the new company to existing shareholders on a
pro-rata basis, typically as a tax-free transaction (Tiibke, 2004). Spin-offs, unlike carve-outs
for example, involve no cash transaction and are not driven by capital-raising motives but
typically centers around improving strategic focus, reducing the organizational complexity
and unlocking shareholder value that may be hidden within a conglomerate structure (Hite

and Owers, 1983; Cusatis, Miles and Woolridge, 1993).

Studying spin-offs in a Nordic setting is theoretically interesting for multiple reasons. First,
there has been a substantial amount of research on stock price effects of spin-offs in the
United States but the European and Nordic evidence is limited. Second, these studies have
shown a difference in results. Cusatis, Miles and Woolridge (1993) and Desai and Jain (1999)
documented significant abnormal returns for both parent firms and spun-off entities in the
United States while Veld and Veld-Merkoulova (2004) reported positive but statistically

insignificant returns for European spin-offs.

Third, differences in average company size, liquidity, ownership structures, analyst coverage
and taxation motivates a separate study on the Nordics. The smaller and less liquid Nordic
market may affect both price discovery and the suitability of benchmark choices in long-run
event studies. In addition, Nordic firms often have more concentrated ownership structures,
including family-, foundation-, and industrial-owner influence, which may alter some of the
agency-based mechanisms commonly used to explain conglomerate discounts. Analyst

coverage may also be thinner, especially for smaller spun-off entities, which could delay the



market’s incorporation of information after the transaction. Finally, differences in taxation,
takeover activity, and market depth may influence whether the value effects documented in

US studies are transferable to the Nordic context.

1.2 Problem discussion

The question of whether spin-offs create shareholder value is closely linked to the efficient
market hypothesis (EMH) formulated by Fama (1970). Under the EMH, asset prices fully
incorporate all available information, so the value implications of a spin-off should be
impounded into prices rapidly once the transaction is announced, leaving no predictable

abnormal returns over the subsequent holding period.

However, several theoretical as well as empirical arguments suggest spin-offs might generate
sustained abnormal returns. First, the conglomerate discount literature suggests that multi-
segment firms are systematically undervalued relative to more segment focused peers and that
a divestiture of unrelated businesses might indeed correct this mispricing (Berger and Ofek,
1995). Second, a spin-off might reduce the complexity of the firm to outside investors, which
makes it easier for analysts and investors to value and thereby increase value (Krishnaswami
and Subramaniam, 1999). Third, allowing management to focus on a specific part of the
business might enhance operational performance. These arguments point to two related but
distinct mechanisms. First, spin-offs may reveal existing value that was previously hidden
within a complex corporate structure. Second, spin-offs may create value over time by

improving managerial focus, capital allocation, and operational incentives.

From a theoretical standpoint, documenting the long-run performance of spin-offs contributes
to the broader debate on market efficiency and value implications of corporate restructuring. It
provides insight into whether observed abnormal returns may be related to market
imperfections, information asymmetry, benchmark choice, or other methodological factors.
From a practical standpoint, understanding whether spin-offs systematically generate
abnormal returns has implications for investment strategy, corporate decision making and
advisory provided by investment banks. This is especially relevant for investors seeking to
exploit potential mispricing, as well as for firms considering spin-offs as a strategic tool to

enhance shareholder value.



1.3 Purpose and research questions

The aim of the study is to examine whether spin-offs generate abnormal long-run stock
returns in the Nordic equity market. More specifically, the study aims to determine whether
parent companies, spun-off entities or a combination of both deliver performance that deviates
significantly from their respective benchmarks over periods of up to 36 months following the

transaction.

The secondary aim is to investigate potential determinants of any observed abnormal returns.
This will be done by examining whether factors such as increased industrial focus or the

relative size of the spun-off entity are associated with superior long-run performance.

To examine this, the study is guided by the following questions:

(1) Do Nordic parent firms, spun-off entities, and combined shareholder positions generate
statistically significant long-run abnormal stock returns over 6, 12, 24, and 36 months

following the first trading day of the spun-off entity?

(i1) To what extent can any observed long-run abnormal returns be explained by increased

industrial focus or the relative size of the divested entity?

In addition to the long-run analysis, the study examines the change in combined market value
around the transaction itself, from before the announcement to the first day of separate
trading. This is treated as a secondary, descriptive strand rather than a third research question:
where the long-run analysis speaks to the returns available to an investor after the spin-off,
this strand speaks to the value realised around the transaction, which is the quantity most

relevant to the firm's own decision.

The remainder of this thesis is structured as follows. Section 2 presents the theoretical
framework of the study. It introduces the Efficient Market Hypothesis as a benchmark and
develops the economic rationale for why spin-offs may generate long-run abnormal returns,
drawing on the conglomerate discount and information asymmetry literatures. The hypotheses

tested in the study are also developed in this section.

Section 3 reviews prior empirical evidence on spin-offs, distinguishing between
announcement effects and long-run performance, and between US, European, and Nordic

evidence. Section 4 describes the method, covering the calculation of buy-and-hold abnormal
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returns, the cross-sectional regression specification, the separate tests for the Swedish and
non-Swedish Nordic samples, and the complementary analysis of market capitalization
around the announcement and spin-off dates. Section 5 describes the data, including sample
construction, treatment of delistings, and benchmark indices. Section 6 presents the empirical
results. Section 7 discusses the findings in relation to prior literature and methodological

limitations. Lastly, Section 8 concludes.

2. Theoretical Framework

2.1 The Efficient Market Hypothesis

The theoretical starting point for this study is the efficient market hypothesis (EMH) as
formulated by Fama (1970). The hypothesis states that asset prices fully reflect all available
information, which implies that it should not be possible to consistently earn abnormal returns
based on publicly known information. In its semi-strong form, the EMH suggests that stock

prices adjust rapidly to all publicly available information.

Applied to spin-offs, the semi-strong form implies that publicly available information about
the transaction should be incorporated into prices rapidly, particularly around the
announcement date. It is important to be precise about what persistent long-run abnormal
returns would, and would not, imply. They are consistent with three distinct readings. The first
is that the market is genuinely inefficient and systematically misprices spin-offs in a way that
does not correct over the holding period. The second, weaker, reading is that prices adjust
correctly but only gradually, as information about the newly separated entities is disseminated
and incorporated. These two differ in their implications for efficiency: gradual price discovery
is a softer departure from the semi-strong form than persistent mispricing. The third
possibility is that the abnormal returns are not abnormal at all, but reflect differences in risk,

size, or liquidity that the benchmark fails to capture.

2.2 The Conglomerate Discount

A central theoretical motivation for spin-offs is the conglomerate discount hypothesis, which
states that diversified firms trade at lower valuations than the sum of their parts. Berger and
Ofek (1995) estimated this discount to approximately 13-15 percent for US firms. Several

mechanisms explain why the discount arises, and why a spin-off may reverse it.



First, multi-segment firms impose managerial attention constraints. When executives must
allocate time and strategic oversight across unrelated divisions, each segment receives less
focused leadership than a comparable pure-play competitor. Separating a division into an
independent entity allows management to concentrate fully on its own operations rather than
the group as a whole. Second, diversified firms face capital allocation inefficiencies. For
example, cross-subsidizing underperforming divisions with cash flows generated by profitable
ones, preventing the reallocation of capital to its highest-value use. A spun-off entity, on the
other hand, competes for external capital on its own merits, which imposes market discipline

on investment decisions.

Taken together, these mechanisms predict that abnormal returns from a spin-off should be
most pronounced when the transaction increases corporate focus, that is, when the parent firm
and the spun-off entity operate in different primary industries. Desai and Jain (1999) provide
empirical support for this prediction, reporting significantly higher long-run returns for focus-
increasing spin-offs than for non-focus-increasing ones. Daley, Mehrotra and Sivakumar
(1997) report related evidence from operating performance, finding post-spin-off
improvements in return on assets concentrated in cross-industry (focus-increasing)

transactions.

2.3 Information Asymmetry

Beyond corporate focus, spin-offs may also affect valuation by reducing information
asymmetry between firm managers and outside investors. Complex multi-segment firms are
often difficult to value because consolidated financial statements can obscure the economics
of individual divisions. Cash flows, profit margins, and capital requirements may vary across
segments, while investors mainly observe the aggregate outcome. Krishnaswami and
Subramaniam (1999) argue that this opacity can lead to undervaluation, because investors
apply discounts when uncertainty is high. A closely related channel is analyst coverage.
Analysts tend to specialise by industry, so a firm spanning several unrelated sectors is often
followed either by specialists with only partial coverage of the whole or by generalists whose
valuations are less precise. Separating the firm produces two entities that can each be
evaluated by specialised analysts, which can improve the accuracy of market valuations

without any change in underlying operations.



The magnitude of this revaluation effect is closely linked to the relative size of the spun-oft
entity. A spin-off representing only a small fraction of the combined firm's market
capitalization produces limited information revelation, because the parent's financial
statements, analyst coverage, and strategic narrative remain dominated by the larger
remaining business. By contrast, a spin-off representing a substantial share of the combined
entity, for example, 30 to 40 percent, produces a materially different structural outcome: two
comparably sized, independently analyzed firms, each with its own strategic identity and
investor following. The information-asymmetry reduction is therefore greater in magnitude.
Krishnaswami and Subramaniam (1999) report empirical evidence consistent with both the
information-asymmetry and the magnitude arguments, finding a positive association between

relative size and abnormal returns.

2.4 Hypothesis development

Taken together, the conglomerate-discount, information-asymmetry, and operational-focus
arguments suggest that spin-offs may generate abnormal stock returns after the transaction.
These arguments are tested against the benchmark provided by the Efficient Market
Hypothesis. If the market fully and immediately incorporates all relevant public information,
systematic long-run abnormal returns should not be expected. However, if the benefits of the
spin-off are only gradually understood by investors, or if operational improvements
materialise over time, abnormal returns may appear over longer horizons. This motivates the

main hypothesis of the study:

H1: Nordic parent firms, spun-off entities, and combined shareholder positions generate
statistically significant positive long-run abnormal returns over 6, 12, 24, and 36 months

following the first trading day of the spun-off entity.

The first determinant examined is whether the spin-off increases industrial focus. Based on
the conglomerate discount literature, spin-offs separating businesses operating in different
sectors should create clearer strategic focus and reduce valuation complexity. In this study,
focus-increasing spin-offs are defined as transactions where the parent firm and the spun-off

entity operate in different GICS sectors. This motivates the following hypothesis:

H2a: Focus-increasing Nordic spin-offs generate higher long-run abnormal returns than non-

focus-increasing spin-offs.



The second determinant examined is the relative size of the spun-off entity. Larger spin-ofts
are expected to be more economically meaningful and to reveal more information than
smaller separations. They may also attract more investor attention and analyst coverage,
which can support price discovery after the transaction. This motivates the following

hypothesis:

H2b: Long-run abnormal returns from Nordic spin-offs are positively associated with the
relative size of the spun-off entity, measured as the ratio of the spin-off’s market capitalization

to the combined market capitalization on the first day of trading.

Finally, the study includes a complementary market-capitalization analysis around the
announcement and spin-off dates. This analysis does not replace the long-run BHAR test, but
it provides an additional way to examine whether the total market value of the separated
entities exceeds the value of the parent firm before the transaction. This motivates the final

hypothesis:

H3: The combined market capitalization of the parent firm and the spun-off entity on the first
day of trading exceeds the market capitalization of the parent firm immediately prior to the

announcement.

HI1 is the main hypothesis of the study, while H2a and H2b examine potential determinants of
long-run abnormal returns. H3 is treated as a complementary test of value changes around the

announcement and completion of the spin-off.

3. Previous Research

3.1 Short-term and announcement effects

The empirical literature distinguishes between two types of return effects associated with
spin-offs: the short-term market reaction around the announcement date, and the long-run
performance over subsequent months and years. Although this thesis focuses on long-run
returns, the announcement-window evidence provides important context for the long-run

hypotheses.

A substantial body of research documents statistically significant positive abnormal returns

around spin-off announcements. In the US, Hite and Owers (1983) report a cumulative



average abnormal return (CAAR) of 3.30 percent over a [-1, 0] event window, and Desai and
Jain (1999) document a CAAR of 3.84 percent over [-1, 1] across 155 transactions. More
recent evidence from Owers and Sergi (2021) confirms the pattern at 3.06 percent [-1, 1] in a
2007-2017 US sample. European announcement effects are of comparable magnitude: Veld
and Veld-Merkoulova (2004) find a CAAR of 2.66 percent [-1, 1] for 156 European spin-offs,
and Sudarsanam and Qian (2007) report 4.82 percent [-1, 1] for a 1987-2005 European

sample.

The consistency of these announcement effects indicates that spin-offs are perceived as value-
relevant when disclosed. Whether that initial reaction is followed by abnormal returns over

longer horizons, however, is a separate question, and the one this thesis addresses.

3.2 Long-run performance in the US

Early US evidence documents positive long-run abnormal returns following spin-offs.
Cusatis, Miles and Woolridge (1993), examining US spin-offs between 1965 and 1988,
document economically and statistically significant long-run abnormal returns for both parent
firms and spun-off entities over 24 and 36-month holding periods. A substantial portion of this
outperformance was attributable to subsequent takeover activity, as spun-off entities became
attractive acquisition targets, a finding with direct implications for how delisted observations

are treated in this study's sample construction.

Desai and Jain (1999) extend this analysis using a sample of spin-offs between 1975 and 1991
and replicate the positive long-run return finding. More importantly, they show that the effect
is concentrated in focus-increasing spin-offs, where the parent and spun-off entity operate in
different primary industries. Non-focus-increasing spin-offs, by contrast, do not exhibit
significant long-run outperformance. This result provides empirical support for the focus-

increasing mechanism underlying H2a, developed in Section 2.4.

More recent large-scale US evidence is concentrated on the announcement window rather
than long-run performance. Owers and Sergi (2021), reviewing 249 US spin-offs from 2007
to 2017, show that the announcement wealth effect remains economically large, amounting to
almost USD 100 billion in aggregate over the period. Comparable recent long-run buy-and-
hold evidence is sparser, however, which means that the strong long-run results in the US

literature rest mainly on the earlier samples of Cusatis et al. (1993) and Desai and Jain (1999).



Taken together, the early US literature documents positive long-run abnormal returns,

particularly for focus-increasing transactions, while later evidence is more mixed.

3.3 Long-run performance in Europe and the Nordics

In contrast to the consistent US findings, European long-run evidence is considerably more
limited and less conclusive. Veld and Veld-Merkoulova (2004), in one of the few cross-
country European studies, document positive announcement effects for European spin-offs
between 1987 and 2000 but do not find robust evidence of positive long-run abnormal returns
over 24- and 36-month horizons. Their point estimates are positive but statistically
insignificant, in contrast to the consistently significant US results reported by Cusatis et al.

(1993) and Desai and Jain (1999).

Sudarsanam and Qian (2007) provide further European evidence over 1987-2005. They
confirm a positive announcement reaction but, examining three-year buy-and-hold returns for
parents, offspring, and combined firms, find no significant long-run abnormal returns overall,
consistent with Veld and Veld-Merkoulova (2004). They also propose a catering explanation,
in which managers time spin-offs of "glamour" subsidiaries to exploit investor sentiment; the
offspring of such transactions earn higher announcement returns but significantly
underperform in the long run. This reinforces the weaker long-run European pattern and

suggests part of the announcement reaction reflects sentiment rather than fundamentals.

Nordic-specific evidence is particularly limited. The Swedish subsample in Veld and Veld-
Merkoulova (2004) includes only a small number of observations, which makes it difficult to
draw statistically robust conclusions about the Nordic market individually. This means that
the question of long-run spin-off performance in the Nordic markets remains open,
particularly when using a more recent sample and separating parent firms, spun-off entities,

and combined shareholder positions.

3.4 Explaining the divergence between US and European evidence

The divergence between consistent US findings and weaker European evidence is one of the
central methodological concerns for a study of Nordic spin-offs. Two broad explanations are
relevant. First, institutional differences may affect how spin-off value is created and captured
across markets. Second, methodological choices may influence whether abnormal returns are

detected in empirical studies.



Institutional differences operate through several channels. Ownership structures differ
substantially between regions. US firms are typically characterized by dispersed ownership
with large institutional and retail investor bases, whereas European and Nordic firms exhibit
more concentrated ownership, often with controlling shareholders, families, or foundations
holding dominant positions. Concentrated ownership may weaken some of the agency-based
mechanisms underpinning the conglomerate discount, because dominant shareholders can
enforce capital discipline internally without requiring the market signal that a spin-off
provides. The US takeover market is also considerably more active than its European
counterpart. Cusatis et al. (1993) emphasize that a substantial portion of long-run returns on
spun-oft US entities derives from their subsequent acquisition at premium prices. In markets
with less active takeover activity, such as the Nordic market, where large blockholders may
make hostile bids more difficult, this value-creation channel may be weaker. Finally, analyst
coverage and market liquidity differ systematically: US spin-offs benefit from deep analyst
coverage and high trading liquidity, which accelerate price discovery, whereas Nordic small-

and mid-cap stocks typically have thinner coverage and lower liquidity.

Methodological factors may also contribute to the weaker European results. Sample sizes in
prior European studies have been substantially smaller than in US studies, reducing statistical
power. Multi-country aggregation, pooling spin-offs from the UK, Germany, France, Italy,

and the Nordics, may obscure country-specific effects.

4. Method

4.1 Research approach

The study adopts a quantitative, deductive research approach. Hypotheses are derived from
established financial theory and from the prior empirical literature on spin-offs reviewed in
Sections 2 and 3, and are tested on secondary market and accounting data. The
methodological design builds on the long-run event-study framework of Barber and Lyon

(1997) and the general event-study conventions of MacKinlay (1997).

4.2 Buy-and-hold abnormal returns

The primary measure of long-run stock price performance in this study is the buy-and-hold
abnormal return (BHAR). BHAR measures the difference between the compounded return of

a sample firm over a given holding period and the compounded return of a benchmark
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portfolio over the same period. It is the standard measure used in long-run event studies in
finance and is the approach adopted in prior spin-off research, including Cusatis, Miles and
Woolridge (1993) and Desai and Jain (1999). For firm i and holding period 7, BHAR is

defined as:

BHAR;,T=[]=1"(1 + 1)) — [[=17(1 + r_benchmark,)

where ri, is the monthly return of firm 7 in month # and r benchmark,; is the corresponding
benchmark return. For the N firms in the sample, the average buy-and-hold abnormal return

(ABHAR) is computed as the equally weighted mean:

ABHAR T =(1/N) >=:N BHAR;, T

Statistical significance is assessed using a one-sample t-test against a null of zero.

BHAR is preferred over the cumulative abnormal return (CAR) method for long-run analyses
for two reasons. First, BHAR reflects the actual return an investor would earn from buying the
stock at the start of the holding period and holding it to the end, whereas CAR implicitly
assumes monthly rebalancing and does not compound returns over the holding period.
Second, Barber and Lyon (1997) demonstrate that CAR introduces a positive bias relative to
the true long-run abnormal return over multi-year horizons, and that BHAR more closely

approximates the investor's realized experience.

The benchmark used in the BHAR calculation is the country-specific MSCI Gross Return
index in local currency: MSCI Sweden (SEK), MSCI Norway (NOK), MSCI Finland (EUR),
and MSCI Denmark (DKK). The MSCI Gross Return version assumes full reinvestment of
dividends, which makes it suitable for a buy-and-hold return comparison. The use of country-
specific indices also allows each transaction to be compared against the general stock market

performance in the country where the parent firm is listed.

An alternative to a broad-index benchmark is the matched-firm approach, in which each
sample firm is compared to a size- and industry-matched control firm. This approach has
advantages, since it can control more directly for firm size and industry exposure. However,
the relatively small size of the Nordic equity markets makes it difficult to identify suitable
matched firms for every observation, especially for smaller or more specialized spin-offs. For

this reason, country-specific MSCI indices are used as the benchmark in the main analysis.
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This choice also has limitations. The MSCI country indices mainly represent large- and mid-
cap firms, while several spun-off entities in the sample may be smaller and less liquid. This
creates a potential size mismatch between the sample firms and the benchmark. As a result,
the estimated abnormal returns may partly reflect differences in firm size, liquidity, or risk
rather than only spin-off-specific value creation. The benchmark choice is therefore treated as

an important limitation and is considered when interpreting the results.

BHAR is calculated over four holding periods starting from the first trading day of the spun-
off entity, denoted T: 6, 12, 24, and 36 months. This date is used because it is the first point at
which the parent firm, the spun-off entity, and the combined shareholder position can all be
observed in the market. Results are reported separately for parent firms, spun-off entities, and
a combined position representing an investor who holds both securities from the first trading
day. The 36-month horizon is the longest commonly used in the spin-off literature (Cusatis,
Miles and Woolridge, 1993; Desai and Jain, 1999) and balances the need for a meaningful

long-run window against the increased noise and attrition that affect longer-horizon estimates.

A known limitation of the BHAR approach is its sensitivity to benchmark specification and to
extreme observations, particularly in small samples. These concerns are addressed through the

robustness checks described in Section 4.6.

The BHAR calculation starts from the first trading day of the spun-off entity, denoted T, rather
than the announcement date. Before the first day of trading the spun-off entity has no
observable standalone price, so it is the earliest date at which all three return series, parent,
spun-off entity, and combined position, can be measured on a common basis. The
announcement-date reaction is treated separately and captured in the market-capitalisation

analysis (Section 4.5).

4.3 Cross-sectional regression

To examine the determinants of long-run abnormal returns, cross-sectional ordinary least
squares (OLS) regressions are estimated separately at each measurement horizon and
separately for parent firms, spun-off entities, and the combined shareholder position. The

dependent variable is the buy-and-hold abnormal return computed over horizon T € {6, 12,

24,36} months.
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The baseline cross-sectional regression is specified as:

BHAR;, T = o+ B:i-INFOCUS; + B2-RELSIZE; + Bs-InSIZE; + ¢;

where:

e BHAR;,T is the buy-and-hold abnormal return of observation i at horizon 7 (for parent

firm, spun-off entity, and combined position);

e INFOCUS;is a dummy variable equal to one if the parent firm and the spun-off entity
operate in different primary sectors based on the Global Industry Classification

Standard (GICS), and zero otherwise;

o RELSIZE; is the ratio of the spun-off entity's market capitalization to the combined

market capitalization of the parent and the spun-off entity on the first day of trading;

e InSIZE; is the natural logarithm of the combined market capitalization on the spin-off

date, included as a control for firm size;

e g is the error term.

The coefficients of primary interest are 1 and 2, which test H2a and H2b respectively. Under
H2a, Bi1 is expected to be positive and significant, implying that focus-increasing spin-offs are
associated with higher long-run abnormal returns. Under H2b, B is expected to be positive
and significant, implying that larger spin-offs relative to the combined entity are associated

with higher long-run abnormal returns.

INFOCUS is measured using GICS Sector rather than a finer industry classification. This
means that a transaction is classified as focus-increasing only when the parent firm and the
spun-off entity operate in different GICS sectors. A finer classification, such as GICS Industry
Group, could capture more subtle changes in industrial focus. However, GICS Sector is
retained because the final empirical analysis and regression tables are based on this definition,
and because a broader classification reduces the risk of classifying minor within-sector
differences as economically meaningful focus changes. This choice is also treated as a
limitation, since it may understate the number of transactions that increased corporate focus at

a more detailed industry level.
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Standard errors are computed using the heteroskedasticity-robust White (1980) estimator. The
regression is estimated on the full Nordic sample and separately on Swedish and non-Swedish
subsamples. Given the final sample size of 50 observations, declining to 47 observations at
the 24- and 36-month horizons, the regression results are interpreted as indicative of

economic patterns rather than definitive causal estimates.

The original specification also considered including the parent firm’s debt-to-equity ratio in
the fiscal year preceding the spin-off as a control for capital structure. This variable was
excluded from the final specification because reliable and comparable historical leverage data
could not be obtained consistently across all observations using the same primary data source.
The omission may create omitted-variable risk if leverage is correlated with both the decision
to conduct a spin-off and subsequent abnormal returns. This limitation is discussed further in

Section 7.3.

4.4 Separate tests for Sweden and the rest of the Nordics

Because a substantial majority of Nordic spin-off activity has taken place in Sweden, pooling
all four countries into a single sample risks producing results that primarily reflect the
Swedish market. To address this concentration and to examine whether spin-off value-creation
effects vary across Nordic institutional settings, the main analyses are conducted on three
distinct samples: the full Nordic sample, a Sweden-only subsample, and a combined Norway,

Finland, and Denmark subsample.

Two considerations motivate this disaggregation. First, the Nordic countries, while broadly
similar in their capital market development, differ in market size, sectoral composition,
ownership structure, and takeover activity. Sweden has the largest and most liquid stock
market in the region and the highest concentration of historically diversified industrial
conglomerates with a tradition of spin-off activity (for example, Investor AB and
Industrivirden-controlled groups). Norway, Finland, and Denmark differ in these respects and
may produce different patterns of spin-off performance. Second, presenting results separately
allows the reader to assess whether any effect identified in the full Nordic sample is driven

predominantly by Swedish observations or is robust across the region.

Both the buy-and-hold abnormal return tests and the cross-sectional regressions described in
Section 4.3 are estimated on the full Nordic sample. In addition, the BHAR results are

reported separately for Sweden and for the combined Norway, Finland, and Denmark
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subsample. The Swedish results are important because Sweden accounts for the majority of
the sample, while the non-Swedish results indicate whether the observed patterns are also
present outside Sweden. However, the smaller number of observations outside Sweden means

that these subsample results should be interpreted with caution.

4.5 Market capitalization analysis

The BHAR methodology captures abnormal performance over holding periods beginning on
the first trading day of the spun-off entity. It does not directly capture changes in market value
between the announcement of the spin-off and the first trading day. To complement the long-
run analysis, this study therefore includes a short-window analysis of market capitalization

around the announcement and spin-oft dates.

For each transaction, market capitalization is recorded at four reference points: (i) one trading
day prior to the announcement date, which serves as the pre-announcement baseline,
MCAPpre; (ii) one trading week after the announcement date, MCAP+1w; (iii) one trading
month after the announcement date, MCAP+1m; and (iv) the first trading day of the spun-off
entity, MCAPspin. At the first three points, market capitalization refers to the parent firm as a
single entity. At the fourth point, market capitalization is measured as the sum of the parent
firm’s and the spun-off entity’s market capitalizations at close of trading. All values are

measured in local currency.

Two comparison metrics are computed. The cumulative percentage change from the pre-

announcement baseline is defined as:
AMCAPt = (MCAPt — MCAPpre) / MCAPpre

fort € {+1w, +1m, spin}. This captures the raw percentage change in market capitalization
from before the announcement to each later measurement point. The combined-to-pre ratio is

defined as:
COMBRATIO = MCAPspin / MCAPpre

This ratio measures the total market value of the two separately listed entities on the first
trading day relative to the market value of the parent firm before the announcement. The

analysis is used to test H3, developed in Section 2.4.
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The market capitalization analysis is based on raw changes and is not adjusted for movements
in the MSCI benchmark indices. This means that the results should not be interpreted as pure
abnormal market-adjusted returns. Instead, the analysis provides a descriptive and
complementary measure of changes in shareholder value around the announcement-to-
completion period. General market movements during this period may affect the estimates

and are therefore discussed as a limitation.

Statistical significance of the mean AMCAP at each horizon is assessed using a one-sample t-
test against a null of zero. For the combined-to-pre ratio, the null hypothesis is that the mean

ratio is equal to one.

4.6 Robustness checks

Three robustness checks assess the sensitivity of the main results, each chosen to probe a
specific threat to the 36-month finding rather than to maximise significance. First, each
BHAR series is winsorised at the 5th and 95th percentiles, retaining the full sample while
limiting the influence of extreme observations; because long-run BHAR is highly right-
skewed, comparing the winsorised and unwinsorised means shows whether the results are
driven by outliers. Second, sector-exclusion tests at the 36-month horizon re-estimate the
result without Real Estate, without Gaming, and without both; these two sectors are singled
out because they are the most clustered in the sample and contain several of the largest BHAR
outliers, making them the natural candidates for testing whether a few sector-specific
observations carry the pooled result. Third, Wilcoxon signed-rank tests provide a non-
parametric check of whether median BHAR differs from zero; since the test does not assume
normality, it is robust to the right-skew that can make mean-based t-tests sensitive to extreme

values.

5. Data

5.1 Sample construction

The study focuses on completed spin-offs by firms listed on the main Nordic exchanges
during the period 2001-2024. The Nordic market is defined as Sweden, Norway, Finland, and
Denmark. Only parent companies listed on Nasdaq Stockholm, Oslo Bers, Nasdaq Helsinki,
and Nasdaq Copenhagen are included. Companies listed on growth or alternative markets,

such as Nasdaq First North, Spotlight Stock Market, and NGM, are excluded, since these
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firms tend to have lower liquidity and less reliable price data, which can distort long-run
return calculations. Spin-offs by financial institutions and investment companies are also
excluded, since their business models and regulatory environments differ substantially from

those of non-financial firms.

The primary data source is S&P Capital 1Q Pro, hereafter Capital IQ, which is used to identify
completed spin-off transactions and to collect share prices, market capitalizations, GICS

classifications, and benchmark data (S&P Global Market Intelligence, n.d.).

The raw sample is filtered in several steps. First, only completed spin-offs involving a listed
parent company on one of the four main Nordic exchanges are retained. Second, financial
institutions and investment companies are removed. Third, transactions are excluded if the
spun-off entity does not have an observable first trading day or if reliable share price data are
unavailable for the required measurement horizon. Fourth, transactions are excluded if the
separation does not correspond to a spin-off in the sense of a distribution of shares in a

subsidiary or business unit to existing shareholders.

For dual-listed firms, the observation is included only if the parent company has a primary
listing on one of the main Nordic exchanges at the time of the spin-off. If a firm is listed in
more than one market, the Nordic primary listing is used to determine the country
classification and benchmark index. Firms with foreign parents are included only if the parent
company itself is listed on a main Nordic exchange and the transaction is relevant for Nordic
shareholders. Transactions where the parent is foreign and only the spun-off entity receives a

Nordic listing are excluded.

Multiple spin-offs from the same parent company are treated as separate observations if they
involve different spun-off entities and occur at clearly separate points in time. However, if
several distributions are part of the same restructuring process and occur close together, they

are treated conservatively to avoid double-counting the same corporate event.

The initial Capital IQ screening identified 112 potential Nordic spin-off transactions. Of these,
22 were excluded because they were not listed on a main exchange, 4 were excluded for being
financials, 6 for being outside the Nordic, 3 for being outside the period, 4 were not a spin-off
and 23 were excluded due to the unability to find reliable information. In total, 62 spin-offs

were excluded because they did not meet the inclusion criteria or were unable to reliably get
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information on. After applying these criteria, the final sample consists of 50 completed Nordic

spin-off transactions between 2001 and 2024.

5.2 Sample period and measurement horizons

The sample period runs from 2001 to 2024. This period is chosen because it provides a
sufficiently long window to identify a meaningful number of Nordic spin-off transactions
while maintaining relatively consistent data availability in Capital 1Q. The end year is 2024

because the study includes completed transactions available at the time of data collection.

BHAR is measured over 6, 12, 24, and 36 months from the first trading day of the spun-off
entity. Since longer holding periods require more post-spin-off price observations, the number
of observations declines at the 24- and 36-month horizons. The final sample contains 50
observations at the 6- and 12-month horizons, but only 47 observations at the 24- and 36-
month horizons. This difference arises because three transactions completed in 2023 or 2024

do not yet have a full 24- or 36-month return history.

5.3 Treatment of delistings

An important design choice in long-run event studies is how to treat firms that are delisted
during the measurement period. Excluding delisted firms may introduce survivorship bias,
since it removes both negative outcomes, such as financial distress or bankruptcy, and positive
outcomes, such as acquisitions at premium valuations. This study therefore retains delisted

observations where reliable price data are available.

For companies that are acquired during the measurement period, the takeover offer price is
used as the final price and BHAR is calculated through the acquisition date. For companies
delisted for other reasons, the last available closing price in Capital 1Q is used. Observations

for which no reliable final price can be obtained are excluded.

This treatment is intended to reflect the returns actually available to shareholders during the

holding period and to reduce survivorship bias in the long-run BHAR estimates.

5.4 Benchmark indices

Benchmark return data for the BHAR calculation are obtained from MSCI country-specific

Gross Return indices. The indices used are the MSCI Sweden Gross Return Index (SEK), the
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MSCI Norway Gross Return Index (NOK), the MSCI Finland Gross Return Index (EUR), and
the MSCI Denmark Gross Return Index (DKK). Each benchmark is matched to the country of

the parent company’s primary listing.

The Gross Return version is used because it assumes reinvestment of dividends and therefore
provides a more comparable benchmark for a buy-and-hold shareholder. All benchmark data
are measured in local currency, which avoids introducing exchange-rate effects into the

abnormal return calculation.

A limitation of these indices is that they primarily represent large- and mid-cap firms, whereas
several spun-off entities in the sample may be smaller and less liquid. This creates a possible
size and liquidity mismatch between the sample firms and the benchmark. For this reason, the
benchmark choice is treated as an important methodological limitation when interpreting the

results.

5.5 Market capitalization data

For the complementary market capitalization analysis described in Section 4.6, market
capitalization is collected at four reference points for each spin-off observation. The first point
is one trading day prior to the announcement date, which establishes the pre-announcement
baseline market capitalization of the parent firm as a single entity. The second point is one
trading week, defined as five trading days, after the announcement date. The third point is
approximately one trading month, defined as 21 trading days, after the announcement date.
The fourth point is the first trading day of the spun-off entity, at which the combined market
capitalization is computed as the sum of the closing market capitalizations of the parent firm

and the spun-off entity.

Announcement dates, share prices, shares outstanding, and market capitalization values are
obtained from Capital [Q. When multiple announcement events are associated with the same
transaction, for example an initial strategic review announcement followed by a formal spin-
off announcement, the earliest clearly market-informative announcement date is used. All

market capitalization values are measured in local currency.

5.6 Descriptive statistics

The final sample consists of 50 Nordic spin-off transactions satisfying the inclusion criteria.

Sweden accounts for 31 observations (62 percent of the sample), Finland for 10, Norway for
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6, and Denmark for 3. Across the full sample, 13 observations (26 percent) are classified as
focus-increasing, where the parent firm and the spun-off entity operate in different GICS
sectors, and 37 observations (74 percent) are classified as non-focus-increasing. Of the 13
focus-increasing transactions, 12 have a Swedish parent. Table 1 provides an in depth

descriptive statistic while Table 2 reports the country and focus composition in Panel A and

the GICS sector distribution of parents and spun-off entities in Panel B.

Table 1: Descriptive statistics

N Mean Median SD Min Max
INFOCUS (=1) 50 0.26 - - 0 1
RELSIZE 50 0.309 0.295 0.195 0.046 0.978
InSIZE 50 8.999 9.618 2.742 1.369 12.974
BHAR parent (36m) 47 0.375 0.031 1.467 -1.122 7.175
BHAR spin-off 47 0.367 0.131 1.190 -1.212 5.792
(36m)
BHAR combined 47 0.251 0.137 0.922 -0.946 4.202
(36m)

Notes: Total number of observations, the mean of the observations, the standard deviation as well as the minimum and

maximum observed values.

Table 2: Sample composition

Panel A: Country and focus

Country Focus-increasing Non-focus Total Share
Sweden 12 19 31 62.0%
Finland 1 9 10 20.0%
Norway 0 6 6 12.0%
Denmark 0 3 3 6.0%

Total 13 37 50 100.0%




Panel B: GICS sectors

GICS sector Parent (N) Parent (%) Spin-off (N) Spin-off (%)
Industrials 26 52.0% 21 42.0%
Consumer Discretionary 6 12.0% 6 12.0%
Energy 4 8.0% 4 8.0%
Information Technology 4 8.0% 5 10.0%
Health Care 3 6.0% 4 8.0%
Real Estate 3 6.0% 5 10.0%
Communication Services 2 4.0% 1 2.0%
Consumer Staples 1 2.0% 2 4.0%
Materials 1 2.0% 2 4.0%
Total 50 100.0% 50 100.0%

Notes: Final sample of 50 Nordic spin-off transactions completed 2001-2024 satisfying the inclusion criteria. Focus-

increasing transactions are those in which the parent firm and spun-off entity operate in different GICS sectors.
Figure 1: Distribution of spin-offs by year

The figure shows the annual distribution of the 50 spin-off transactions in the final sample

between 2001 and 2024.
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6. Empirical Results

This section presents the empirical findings of the study. Results are based on the final sample
of 50 Nordic spin-off transactions completed between 2001 and 2024 that satisfy the inclusion
criteria defined in Section 5. The number of observations available varies across measurement
horizons because spin-offs completed in 2023 or 2024 cannot yet support full 24-month or 36-

month buy-and-hold returns; this is discussed where relevant in each table.

6.1 Long-run abnormal returns (H1)

Table 3 reports the results of one-sample t-tests of mean BHAR against zero, at horizons of 6,
12, 24, and 36 months, separately for parent firms, spun-off entities, and the combined

shareholder position.

Table 3: Long-run buy-and-hold abnormal returns (full sample)

Horizon Entity N Mean BHAR Std. dev. t-stat p-value

6 months Parent 50 -3.9% 0.349 -0.80 0.429

Spin-off 50 +5.9% 0.399 1.04 0.303

Combined 50 -2.5% 0.305 -0.58 0.566

12 months Parent 50 +5.7% 0.654 0.62 0.541
Spin-off 50 +12.5% 0.450 1.96 0.055*

Combined 50 +2.3% 0.406 0.41 0.686

24 months Parent 47 +18.5% 1.077 1.18 0.246
Spin-off 47 +20.4% 0.792 1.76 0.084*

Combined 47 +10.3% 0.664 1.06 0.293

36 months Parent 47 +37.5% 1.467 1.75 0.087*
Spin-off 47 +36.7% 1.191 2.11 0.040%*

Combined 47 +25.1% 0.922 1.87 0.068*

Notes: * p<0.10, ** p<0.05, *** p<0.01 (two-tailed). BHAR measured from the first day of trading of the spun-off entity,
benchmarked against the country-specific MSCI Gross Return Index in local currency. The sample size declines from 50 to
47 at the 24- and 36-month horizons because three transactions completed in 2023 or 2024 do not yet have a full 24-month or

36-month holding period.
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The results provide partial support for H1, with the strongest evidence found for spun-off
entities at longer horizons. At the 6-month horizon, none of the three return series is
statistically significant. At 12 months, spun-off entities generate a positive mean BHAR of
12.5 percent, which is significant at the 10 percent level (p = 0.055). At 24 months, the
corresponding spun-off entity BHAR 1is 20.4 percent and remains significant at the 10 percent
level (p = 0.084). At 36 months, spun-off entities generate a mean BHAR of 36.7 percent,
significant at the 5 percent level (p = 0.040).

Parent firms show weaker evidence of abnormal performance. Parent BHAR 1is positive at the
12-, 24-, and 36-month horizons, but only the 36-month estimate is statistically significant,
and only at the 10 percent level. The combined shareholder position also becomes positive at
longer horizons, with a 36-month BHAR of 25.1 percent, significant at the 10 percent level.
Overall, the results suggest that the strongest long-run abnormal performance is concentrated
in the spun-off entities rather than in the parent firms or the combined position. The large
standard deviations in Table 3 show that individual BHAR observations vary substantially,
especially at the 24- and 36-month horizons. For example, the standard deviation of parent
BHAR reaches 1.467 at 36 months, compared with a mean of 37.5 percent. This indicates that
the mean results are influenced by a wide distribution of outcomes rather than by uniform

positive performance across all transactions.

6.2 Cross-sectional determinants (H2a and H2b)

Table 4 reports cross-sectional OLS regressions of BHAR on INFOCUS, RELSIZE, and
InSIZE, with heteroskedasticity-robust standard errors. The dependent variable is the buy-
and-hold abnormal return at horizon T € {6, 12, 24, 36} months. Results are reported
separately for parent firms, spun-off entities, and the combined shareholder position, since the
theoretical predictions of H2a and H2b apply most directly to the combined position but the

prior literature shows that effects may load differently on parent and spin-off returns.
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Table 4: Cross-sectional regressions on long-run BHAR

Panel A: Parent BHAR as dependent variable

Variable 6m 12m 24m 36m
INFOCUS 0.126 0.175 -0.342 -0.316
(0.110) (0.163) (0.222) (0.284)
RELSIZE 0.358 1.526* 1.897 2.934
(0.214) (0.864) (1.442) (1.923)
InSIZE 0.003 0.017 0.017 -0.001
(0.015) (0.024) (0.036) (0.048)
Constant -0.209 -0.614 -0.472 -0.450
(0.167) (0.370) (0.630) (0.828)
N 50 50 47 47
R? 0.062 0.222 0.157 0.177
Panel B: Spin-off BHAR as dependent variable
Variable 6m 12m 24m 36m
INFOCUS 0.027 0.048 0.062 0.125
(0.109) (0.139) (0.221) (0.314)
RELSIZE -0.076 0.065 -0.245 -0.042
(0.286) (0.320) (0.517) (0.575)
InSIZE -0.003 -0.024 -0.024 -0.068
(0.020) (0.028) (0.033) (0.046)
Constant 0.102 0.306 0.479 0.952*
(0.245) (0.323) (0.412) (0.555)
N 50 50 47 47
R? 0.003 0.023 0.013 0.027
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Panel C: Combined BHAR as dependent variable

Variable 6m 12m 24m 36m
INFOCUS 0.097 0.140 -0.193 -0.186
(0.098) (0.136) (0.165) (0.209)
RELSIZE 0.062 0.329 0.136 0.304
(0.200) (0.251) (0.348) (0.469)
InSIZE -0.006 -0.011 -0.013 -0.046
(0.011) (0.015) (0.027) (0.039)
Constant -0.016 -0.018 0.226 0.611
(0.118) (0.145) (0.347) (0.484)
N 50 50 47 47
R? 0.022 0.048 0.024 0.035

Notes: Heteroskedasticity-robust (White, 1980) standard errors in parentheses. Two-tailed significance: * p<0.10, ** p<0.05,
*** p<0.01.

Table 4 provides limited evidence that the selected transaction characteristics explain long-run
BHAR. Across the parent, spin-off, and combined specifications, the INFOCUS coefficient is
not statistically significant at any horizon. The point estimates are positive for the combined
position at 6 and 12 months, but the standard errors are large and the null hypothesis cannot
be rejected. For the parent firm, the INFOCUS coefficient is positive at shorter horizons but
negative at 24 and 36 months. For the spun-off entity, the coefficient is positive but small and
statistically insignificant across all horizons. The regression results therefore do not provide
support for H2a. This does not necessarily mean that corporate focus is irrelevant, but rather
that the sector-based INFOCUS dummy does not explain the level of long-run BHAR in this

sample.

The RELSIZE coefticient is positive in several specifications and reaches marginal
significance for parent BHAR at the 12-month horizon. However, RELSIZE is not
consistently significant across horizons or dependent variables. The evidence is therefore
directionally consistent with H2b in some specifications, but it is too weak to conclude that

larger relative spin-offs systematically generate higher long-run abnormal returns.

The control variable InSIZE is not statistically significant in any specification. The low R?
values indicate that INFOCUS, RELSIZE, and InSIZE explain only a small part of the cross-

sectional variation in long-run BHAR. This is consistent with the high dispersion documented
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in Section 6.1 and suggests that post-spin-off performance is likely influenced by additional

firm-specific and transaction-specific factors not included in the model.

6.3 Sweden versus the rest of the Nordics

Table 5 reports the H1 results from Section 6.1 re-estimated on the Swedish subsample (N =
31) and on the combined Norway, Finland, and Denmark subsample (N < 19). The non-

Swedish subsample is now large enough to be reported in its own right, although its smaller

size still constrains the statistical power available.

Table 5: BHAR by subsample: Sweden versus other Nordic countries

Horizon Entity Sweden (N=31) p-value Other Nordics (N<19) p-value
6 months Parent -2.3% 0.749 -6.5% 0.255
Spin-off +5.5% 0.434 +6.5% 0.519
Combined -2.3% 0.709 -2.8% 0.626
12 months Parent +15.6% 0.265 -10.5% 0.241
Spin-off +16.6% 0.061* +5.8% 0.545
Combined +7.3% 0.370 -5.7% 0.462
24 months Parent +26.2% 0.229 +3.5% 0.869
Spin-off +42.8% 0.008*** -23.1% 0.061*
Combined +17.6% 0.187 -3.8% 0.769
36 months Parent +41.7% 0.163 +29.2% 0.326
Spin-off +61.6% 0.009*** -11.8% 0.635
Combined +29.5% 0.116 +16.6% 0.376

Notes: Other Nordics combines observations from Finland (N=10), Norway (N=6), and Denmark (N=3). N declines at 24m

and 36m due to right-truncation of recent transactions. Two-tailed p-values for one-sample t-test of mean BHAR equal to

zero. * p<0.10, ** p<0.05, *** p<0.01.

Table 5 shows that the full-sample results are largely driven by Swedish observations. In the

Swedish subsample, spun-off entities generate positive abnormal returns at all horizons, with

statistically significant results at 12, 24, and 36 months. The strongest result is observed at 36

months, where Swedish spun-off entities generate a mean BHAR of 61.6 percent (p = 0.009).

Parent firms and combined positions are also positive at longer horizons, but these estimates

are not statistically significant at conventional levels.
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The other Nordic countries show a weaker and less consistent pattern. The non-Swedish
subsample produces positive spun-off entity BHAR at 6 and 12 months, but negative point
estimates at 24 and 36 months. Parent and combined returns in this subsample are not
statistically different from zero at any horizon. Because the non-Swedish subsample contains

only 19 observations at most, these results should be interpreted with caution..

6.4 Market capitalization analysis (H3)

Table 6 reports results for the short-window market capitalisation analysis. The dependent
variables are the percentage change in market capitalisation from one trading day before the
announcement to (i) one trading week after the announcement, (ii) one trading month after the
announcement, and (iii) the spin-off effective date. For (iii), market capitalisation on the spin-
off date is the sum of the parent firm's and the spun-off entity's market capitalisations. The
final row reports the ratio of this combined post-spin-off market capitalisation to the pre-

announcement parent market capitalisation.

Table 6: Market capitalisation around the announcement and spin-off (H3)

Metric N Mean Std. dev. t-stat p-value
AMCAP, +1 week 50 -0.2% 0.182 -0.06 0.952
AMCAP, +1 month 50 -2.5% 0.204 -0.86 0.394
AMCAP, pre to combined on spin-off date 50 +16.3% 0.294 3.93 0.0003***
Combined / pre ratio (vs 1) 50 1.163 0.294 3.93 0.0003***

Notes: Percentage change in parent firm market capitalisation from one trading day before announcement to: (i) one trading
week after announcement, (ii) one trading month after announcement, and (iii) the spin-off date, on which the value is the
sum of parent and spin-off market capitalisations. The Combined / pre ratio is tested against a null of 1. Two-tailed p-values.

* p<0.10, ** p<0.05, *** p<0.01.

The results provide support for H3. The combined market capitalization of the parent firm and
the spun-off entity on the first trading day is, on average, 16.3 percent higher than the pre-
announcement parent market capitalization. The combined-to-pre ratio is 1.163 and is
statistically different from one at the 1 percent level (p = 0.0003). This indicates that, by the
time the spin-off is completed, the two separately listed entities have a higher combined

market value than the parent firm had before the announcement.

The shorter announcement-related windows show no statistically significant change in parent
market capitalization. The mean change is —0.2 percent one trading week after the

announcement and —2.5 percent one trading month after the announcement. These results
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suggest that the value change is not clearly captured immediately after the announcement in

this sample.

These results should be interpreted with caution because the market capitalization analysis is
based on raw changes and is not adjusted for general market movements. If the broader
market increased between the announcement and the spin-off date, part of the measured
increase may reflect market-wide performance rather than spin-off-specific value creation.
The analysis should therefore be viewed as a complementary descriptive test rather than a

pure abnormal-return measure.
6.5 Robustness

This section reports three robustness checks on the central 36-month result: winsorisation
(whether outliers drive it), sector-exclusion (whether a few sectors carry it), and the Wilcoxon

signed-rank test (whether the right-skew of the distribution drives it).

Table 7: Robustness: BHAR winsorised at the 5th and 95th percentiles

Horizon Entity N Mean (W) t-stat p-value

6 months Parent 50 -5.2% -1.41 0.164

Spin-off 50 +5.2% 0.98 0.333

Combined 50 -3.1% -0.96 0.340

12 months Parent 50 +2.8% 0.42 0.678
Spin-off 50 +11.9% 1.98 0.054*

Combined 50 +1.1% 0.24 0.808

24 months Parent 47 +10.4% 0.92 0.363
Spin-off 47 +15.4% 1.78 0.081*

Combined 47 +8.1% 0.99 0.327

36 months Parent 47 +27.7% 1.77 0.084*
Spin-off 47 +27.5% 2.17 0.035%*

Combined 47 +21.1% 1.97 0.054*

Notes: Each BHAR series is winsorised at the Sth and 95th percentiles before mean and t-statistic are computed. * p<0.10, **

p<0.05, *** p<0.01 (two-tailed).
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The winsorised results in Table 7 are broadly consistent with the main results. The spun-off
entity remains positive and statistically significant at the 12-, 24-, and 36-month horizons. At
36 months, the winsorised spun-off entity BHAR is 27.5 percent and significant at the 5
percent level. The combined 36-month result also remains positive and marginally significant.
This suggests that the main long-run spin-oft result is not solely driven by the most extreme

observations.

Table 8: Robustness: sector-exclusion subsamples (36-month BHAR)

Specification N Parent (p) Spin-off (p) Combined (p)
Full sample 47 +37.5% (0.087%) +36.7% (0.040%%*) +25.1% (0.068%*)
Excluding Real Estate 42 +47.5% (0.049%**) +37.1% (0.051%) +30.5% (0.038**)
Excluding Gaming 44 +13.5% (0.356) +22.9% (0.095%) +14.5% (0.191)
Excluding both 39 +21.2% (0.185) +21.7% (0.121) +18.9% (0.101)

Notes: Real Estate exclusion drops all five RE-involved transactions (SBB/Neobo, Peab/Annehem, Hemfosa/Nyfosa,
Fabege/Wihlborgs, Bilia/Catena). Gaming exclusion drops three transactions (Betsson/Cherry 2006, Betsson/NetEnt 2007,
Kindred/Kambi 2014). Two-tailed p-values shown in parentheses. * p<0.10, ** p<0.05, *** p<0.01.

The sector-exclusion tests show that the results are somewhat sensitive to sector composition.
Excluding Real Estate does not weaken the main result; if anything, the parent and combined
estimates become stronger. However, excluding Gaming reduces the magnitude and
significance of the 36-month results, especially for the parent and combined positions. When
both Real Estate and Gaming are excluded, the point estimates remain positive but are no
longer statistically significant. This indicates that sector-specific observations contribute

meaningfully to the full-sample results.
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Table 9: Robustness: Wilcoxon signed-rank tests of median BHAR equal to zero

Horizon Entity N Pos. ranks Neg. ranks z-stat p-value

6 months Parent 50 25 25 -1.33 0.184

Spin-off 50 29 21 0.99 0.322

Combined 50 22 28 -1.12 0.265

12 months Parent 50 24 26 -0.22 0.828
Spin-off 50 30 20 1.89 0.059*

Combined 50 24 26 -0.01 0.996

24 months Parent 47 22 25 -0.04 0.966

Spin-off 47 29 18 1.64 0.101

Combined 47 24 23 0.27 0.791

36 months Parent 47 24 23 0.79 0.427
Spin-off 47 29 18 1.70 0.088*

Combined 47 29 18 1.30 0.193

Notes: The Wilcoxon signed-rank test does not assume normality and is therefore robust to the right-skewed distribution of

BHAR observed at longer horizons. Two-tailed p-values. * p<0.10, ** p<0.05, *** p<0.01.

The Wilcoxon signed-rank tests provide a non-parametric check of whether median BHAR

differs from zero. The results are weaker than the mean-based t-tests, which suggests that the

main findings are partly influenced by the right-skewed nature of the BHAR distribution.

However, the spun-off entity remains marginally significant at 12 and 36 months, indicating

that the positive performance of spun-off entities is not entirely dependent on mean-based

testing. The weaker Wilcoxon results also support a cautious interpretation of the main

findings.

Two further splits are examined but not tabulated. Splitting at median parent size, the 36-

month result is concentrated among smaller parents — small-parent transactions earn positive

and significant abnormal returns (combined +49.9 percent, p = 0.042), while large-parent

transactions do not. A paired comparison of each spun-off entity against its own parent shows

that focus-increasing transactions outperform their parents by 37.2 percentage points over 24

months (p = 0.036), a focus effect the level regression in Table 4 does not capture. Both rest

on small subsamples and are interpreted with caution in Section 7.
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7. Discussion

7.1 Interpretation of findings

This study finds evidence of positive long-run abnormal returns following Nordic spin-offs,
particularly for spin-off entities over longer holding horizons. The results are weak at the 6-
month horizon, but become stronger at 12, 24, and 36 months. The clearest result is found for
spin-off entities, which generate positive and statistically significant abnormal returns at the
36-month horizon. Parent firms and the combined shareholder position also show positive

long-run point estimates, but the evidence is weaker and less consistent.

This suggests that value effects following spin-offs may emerge gradually rather than
immediately. One possible explanation is that the benefits associated with increased
managerial focus, improved capital allocation, and reduced organizational complexity require
time to become visible in operating performance and investor valuation. Newly independent
spun-off entities may also need time to establish their own financial history, investor base, and

strategic identity before the market can value them more accurately.

At the same time, the results should not be interpreted as uniform evidence that all Nordic
spin-offs create value. The large standard deviations in the BHAR results show that individual
outcomes vary substantially. Some observations generate very large positive abnormal returns,
while others underperform their benchmarks. This dispersion means that the average results
are influenced by a wide distribution of outcomes rather than by a consistent positive effect

across all transactions.

The robustness checks support this cautious interpretation. Winsorised results remain broadly
consistent with the main findings, especially for spin-off entities, which suggests that the
results are not driven only by the most extreme observations. However, the Wilcoxon tests are
weaker than the mean-based t-tests, indicating that the distribution is right-skewed and that
the mean results partly depend on large positive observations. The sector-exclusion tests also
show that some sectors contribute meaningfully to the full-sample results. Overall, the
evidence supports positive long-run abnormal returns for spin-off entities, but the results

should be interpreted as economically meaningful and sample-sensitive rather than universal.

The cross-sectional regression results provide limited evidence regarding the determinants of

post-spin-off performance. Neither the focus-increasing dummy nor the relative size of the
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spun-off entity consistently explains abnormal returns across horizons and entity types. This

means that H2a and H2b receive only weak support in the regression analysis.

The lack of a significant INFOCUS effect does not necessarily mean that corporate focus is
irrelevant. One possible explanation is that the focus classification used in this study is
relatively broad. INFOCUS is measured at the GICS Sector level, which means that a
transaction is classified as focus-increasing only if the parent firm and the spun-off entity
operate in different sectors. This may fail to capture cases where a spin-off increases focus
within the same sector but across different industry groups or business models. At the same
time, a broader classification reduces the risk of treating small industry differences as
economically meaningful focus changes. The results should therefore be interpreted as
evidence that the GICS Sector-based focus measure does not explain long-run BHAR in this

sample, rather than as evidence that focus has no economic relevance.

The evidence for relative size is also limited. RELSIZE is positive in several specifications
and reaches marginal significance for parent BHAR at the 12-month horizon, but it is not
consistently significant for spun-off entities or the combined shareholder position. This
suggests that larger relative spin-offs may be associated with higher abnormal returns in some

cases, but the relationship is not strong enough to draw firm conclusions.

The low explanatory power of the regressions indicates that long-run spin-off performance is
likely influenced by additional factors not included in the model. These may include leverage,
ownership structure, analyst coverage, liquidity, takeover activity, transaction motive, and
broader market conditions. The omission of debt-to-equity is particularly relevant, since
capital structure could affect both the decision to conduct a spin-off and subsequent stock
performance. Because reliable and comparable leverage data could not be collected
consistently across the full sample from the primary data source, debt-to-equity was excluded

from the final model. This creates a potential omitted-variable limitation.

A more revealing result emerges from the paired comparison. Although the regression detects
no focus effect on the /evel of BHAR, focus-increasing transactions outperform their own
parents by 37.2 percentage points at 24 months. The two tests differ in what they hold
constant: the paired design nets out the shock common to a parent and its own spin-off,
isolating the relative effect of the separation, whereas the regression compares absolute levels

across heterogeneous transactions and is overwhelmed by their dispersion. Focus appears to
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matter for the relative performance of the two entities rather than the absolute return level,

though with only 13 focus-increasing transactions this is suggestive.

The findings are relevant in relation to the semi-strong form of the Efficient Market
Hypothesis. If public information is incorporated into stock prices rapidly, the main value
implications of a spin-off should be reflected around the announcement or completion of the
transaction. The positive long-run abnormal returns observed for spun-off entities may
therefore appear difficult to reconcile with a strict interpretation of semi-strong market

efficiency.

However, these findings should not be interpreted as a direct rejection of market efficiency.
Whether they reflect a genuine spin-off effect at all depends partly on the benchmark, so it is
worth addressing directly how confident the 36-month spin-off result is as a true spin-off
effect rather than a size or liquidity mismatch. Two pieces of evidence increase confidence
that the result is not simply noise. First, the winsorised spin-off BHAR is still 27.5 percent
and significant at the five percent level, so the result does not depend on a small number of
extreme observations. Second, the market-capitalisation analysis, which is measured around
the transaction and does not rely on the long-run MSCI benchmark at all, shows a combined
value that is on average 16.3 percent higher by the first trading day. Because this comes from
a different measurement, it provides some independent support that value is created around

the spin-off.

At the same time, several features of the results keep the interpretation cautious, and they bear
specifically on the benchmark concern. The MSCI country indices represent large- and mid-
cap firms, while the spun-off entities are concentrated in the smaller and less liquid segment
that these indices largely exclude, so a size or liquidity premium would be loaded directly into
the measured abnormal return. None of the robustness checks used here addresses this
specific issue, since winsorisation, the Wilcoxon test, and the sector-exclusion tests concern
outliers, skewness, and sector clustering rather than the benchmark itself. The result is also
concentrated among smaller-parent transactions, which is exactly the segment where the
benchmark fits least well, so this concentration is consistent both with gradual pricing of
smaller firms and with part of the abnormal return reflecting a size effect. In addition, the
median-based Wilcoxon test is only marginally significant at 36 months, and excluding both
Real Estate and Gaming reduces the spin-off BHAR to 21.7 percent and removes statistical

significance.
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Taken together, the most defensible reading is that the direction of the 36-month spin-oft
result is reasonably robust, but its magnitude is likely overstated. Part of the 36.7 percent
probably reflects a size and liquidity premium that the MSCI benchmark does not capture
rather than a pure spin-off effect. A size-matched or factor-based benchmark would be the
most direct way to separate the two, and this is the main reason the headline result is best read

as suggestive rather than conclusive.

7.2 Relation to previous literature

The findings of this study are partly consistent with previous US research documenting
positive long-run abnormal returns following spin-offs. Studies such as Cusatis, Miles and
Woolridge (1993) and Desai and Jain (1999) report significant abnormal returns after spin-off
transactions, particularly for spun-off entities and focus-increasing transactions. The positive

long-run performance of spun-off entities in this study is broadly in line with that pattern.

At the same time, the results differ from parts of the European literature, where evidence of
long-run abnormal performance has generally been weaker and less consistent. Veld and Veld-
Merkoulova (2004), for example, find positive but statistically insignificant long-run returns
in Europe. The present study therefore produces results that are closer to the US evidence for
spun-off entities, while still sharing some of the uncertainty found in European studies due to

sample size, benchmark sensitivity, and variation across transactions.

One possible explanation is that the Nordic market differs from both the US and broader
European markets. Nordic equity markets are smaller, and several spun-off entities may
receive less analyst coverage and have lower liquidity. This could make price discovery
slower, especially for smaller and newly independent firms. At the same time, Nordic
ownership structures are often more concentrated than in the US, which may reduce some
agency problems but also affect takeover activity and market reactions. These institutional

differences make it difficult to assume that US findings apply directly to the Nordic setting.

A central finding is that the strongest evidence is concentrated in Swedish observations.
Sweden accounts for 62 percent of the sample and most of the focus-increasing transactions.
The Swedish spun-off entities show stronger long-run abnormal returns than the other Nordic
countries combined. This means that the study contributes Nordic evidence in terms of sample

construction, but the empirical results are mainly driven by Sweden. The results should
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therefore be interpreted as evidence on Nordic spin-offs with an important Swedish

concentration, rather than as equally strong evidence for all Nordic countries.

7.3 Methodological considerations and limitations

This study is subject to several limitations that should be considered when interpreting the
findings. First, the sample size is relatively small, particularly outside Sweden. Although the
final sample consists of 50 completed Nordic spin-off transactions, only 19 observations come
from Finland, Norway, and Denmark combined. This limits the statistical power of the
analysis and reduces the precision of cross-country comparisons. Since Swedish observations
dominate the sample, the full-sample results should not be interpreted as equally

representative of all Nordic markets.

Second, the use of long-run BHAR methodology involves methodological challenges. Long-
run abnormal return estimates are known to be sensitive to benchmark specification, extreme
observations, and the chosen holding period. Although the study uses winsorisation, Wilcoxon
tests, sector-exclusion tests, and subsample analyses to address these concerns, the results
remain affected by high dispersion and skewness. The large standard deviations indicate that
the abnormal return estimates are not precise and that individual observations have a

substantial influence on the mean.

Third, the benchmark choice is an important limitation. The country-specific MSCI Gross
Return indices are appropriate in the sense that they capture national market movements and
use local currency returns. However, they mainly represent large- and mid-cap firms, while
several spun-off entities may be smaller and less liquid. A matched-firm approach or a factor-
based benchmark could potentially control more directly for firm size, industry, and risk. The
choice of MSCI benchmarks may therefore lead to abnormal return estimates that partly

reflect size, liquidity, or risk differences rather than pure spin-off effects.

Despite these limitations, the study contributes updated evidence on Nordic spin-offs by
examining parent firms, spun-off entities, and combined shareholder positions separately over
multiple long-run horizons. It also highlights the importance of separating Swedish and non-
Swedish Nordic observations and of interpreting long-run abnormal returns with caution

given benchmark sensitivity and distributional skewness.

35



8. Conclusion

The purpose of this thesis was to examine whether spin-offs generate abnormal long-run stock
returns in the Nordic equity market. More specifically, the study examined whether parent
firms, spun-off entities, and combined shareholder positions outperform country-specific
benchmark indices over 6, 12, 24, and 36 months following the first trading day of the spun-
off entity. A secondary purpose was to investigate whether long-run abnormal returns can be
explained by transaction characteristics such as increased industrial focus and the relative size

of the spun-off entity.

The study finds partial support for the main hypothesis. The clearest evidence is found for
spun-off entities, which generate positive abnormal returns at longer horizons. The 36-month
BHAR for spun-off entities is both economically large and statistically significant. Parent
firms and combined shareholder positions also show positive long-run point estimates, but the
evidence is weaker and less consistent. This suggests that the strongest post-spin-off
performance in the sample is concentrated in the newly independent entities rather than in the

parent firms.

The results provide weaker evidence regarding the determinants of abnormal returns. The
cross-sectional regressions do not show that focus-increasing spin-offs systematically
outperform non-focus-increasing spin-offs. Similarly, the relative size of the spun-off entity is
not consistently associated with higher abnormal returns across horizons and entity types.
This means that the study cannot clearly conclude that corporate focus or relative size
explains the observed long-run performance. Instead, the findings indicate that post-spin-off
returns are likely affected by several firm-specific and transaction-specific factors that are not

fully captured by the regression model.

The market capitalization analysis provides additional evidence that the combined value of
the parent firm and the spun-off entity is higher on the first trading day than the parent firm’s
value before the announcement. However, this result should be interpreted with caution
because the analysis is based on raw market capitalization changes and is not adjusted for
general market movements. It should therefore be viewed as a complementary indication of

value change rather than as a pure abnormal-return measure.

The study contributes to the existing spin-off literature in three main ways. First, it provides
updated evidence on long-run spin-off performance in the Nordic equity markets using a final
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sample of 50 completed transactions between 2001 and 2024. Second, it separates parent
firms, spun-off entities, and combined shareholder positions, which makes it possible to
identify where abnormal performance is concentrated. Third, it separates Swedish
observations from the other Nordic countries, showing that the strongest empirical evidence is
mainly driven by Sweden. This is important because it shows that the results are Nordic in

sample design, but Swedish in empirical weight.

The findings are relevant for both researchers and practitioners. For researchers, the results
highlight that long-run event-study conclusions are sensitive to benchmark choice, sample
composition, and extreme observations. For investors, the results suggest that spun-off entities
may offer attractive long-run performance, but that the outcome varies substantially across
transactions. For managers and advisors, the findings indicate that spin-offs may be associated
with value creation, but that the value effects are not automatically explained by industrial

focus or relative size alone.

Several limitations should be considered. The sample is relatively small, especially outside
Sweden, which limits the strength of the cross-country conclusions. The use of MSCI country
indices may create a benchmark mismatch because several spun-off entities are smaller and
less liquid than the index constituents. The INFOCUS variable is based on GICS Sector,
which may not capture more detailed changes in business focus. In addition, debt-to-equity
and other potentially relevant variables are not included in the regression model due to data
limitations. Therefore, the findings should be interpreted as evidence of abnormal return

patterns rather than as causal proof that spin-offs create value.

Future research could extend this study in several ways. A matched-firm or factor-based
benchmark approach could be used to better control for size, industry, and risk. Future studies
could also use a more detailed industry classification, such as GICS Industry Group, to
examine whether the focus effect becomes stronger when focus is measured more precisely.
Another extension would be to include capital structure, ownership concentration, analyst
coverage, or liquidity as explanatory variables. Finally, future research could examine
operating performance after spin-offs to better understand whether the observed stock market

performance reflects actual operational improvements or mainly market revaluation.

Overall, the study shows that Nordic spin-offs, especially spun-off entities, are associated

with positive long-run abnormal returns in the sample. However, the results are not uniform
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across countries, entities, or transaction characteristics. The main conclusion is therefore
cautious: spin-offs may create value over time, but the evidence is strongest for Swedish
spun-off entities and should be interpreted in light of the methodological limitations of long-

run abnormal return analysis.
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Appendix: Use of generative Al tools

Generative Al tools were used as support for language editing, structure, clarity, and
consistency checks during the writing process. The tools were not used to generate empirical
results, fabricate data, or independently interpret the statistical findings. All empirical
analysis, data collection, source selection, theoretical reasoning, and final conclusions remain
the authors’ own responsibility. References and factual claims were checked independently by

the authors.
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