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ABSTRACT

This study examines the announcement effects and long-run stock performance for
acquirers from years 2000 to 2013. Since acquisitions create agency problem and
companies in Malaysia exhibit concentrated ownership structures, this study aims to
investigate four major objectives which consist of the effects of family control,
blockholder activism, board structures and deal characteristics on stock performance of
acquirers. In addressing these objectives, abnormal returns from three-day before through
one-day after the announcements as well as abnormal returns over a 36-months period are
adopted as the proxy for the announcement effects and long-run stock performance
respectively. Ordinary least squares regression methods are used to examine the effects of
the 16 factors on abnormal returns. The results show that acquisitions in Malaysia are
value-enhancing, which is consistent with synergistic theory. Furthermore, family
ownership and active institutional blockholders are able to create value which implies that
family-controlled firms do not engage in opportunistic behaviour. However, passive
institutional blockholders and fairness opinion lead to lower value which indicates that
these factors are unable to mitigate conflict of interest between majority and minority
shareholders. As for the long run performance, Malaysia market can be considered as
efficient, as most of the analyses show that the performance of acquirers do not differ from
those of the matching firms. The findings imply that managers of family-controlled firms
do not have to worry about investors penalizing them, as long as they engage in value-
creating acquisitions. Moreover, institutional blockholders should play an active role if
they want to protect their investments. Finally, investors have to realize that over the long
run, there is no trading strategy that could be adopted to earn abnormal profit.

Keywords: acquisition, announcement effects, long-run stock performance, family
control, fairness opinion
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ABSTRAK

Kajian ini mengkaji kesan pengumuman dan prestasi saham jangka masa panjang bagi
syarikat pengambilalihan dari tahun 2000 hingga 2013. Oleh sebab pengambilalihan
mewujudkan permasalahan agensi dan syarikat-syarikat di Malaysia menunjukkan
struktur pemilikan tertumpu, kajian ini bertujuan menyiasat empat objektif utama yang
mengandungi kesan syarikat pemilikan keluarga, aktivisme pemegang blok, struktur
lembaga pengarah dan ciri-ciri penjanjian ke atas prestasi saham syarikat
pengambilalihan. Bagi mencapai objektif-objektif ini, pulangan luar biasa daripada tiga
hari sebelum sehingga satu hari selepas pengumuman, serta pulangan luar biasa dalam
tempoh 36 bulan digunakan sebagai proksi untuk kesan pengumuman dan prestasi jangka
panjang saham. Tambahan lagi, kaedah regresi kuasa dua terkecil biasa digunakan untuk
menganalisa kesan 16 faktor terhadap pulangan luar biasa. Keputusan menunjukkan
pengambilalihan di Malaysia adalah menguntungkan serta konsisten dengan teori sinergi.
Selain itu, pemilikan keluarga dan pemegang blok institusi yang aktif berupaya untuk
menambah nilai, serta ianya menunjukkan bahawa syarikat yang dikawal oleh keluarga
tidak terlibat dalam tingkah laku oportunistik. Walaubagaimanapun, pemegang blok
institusi yang pasif dan pendapat munasabah (FO) yang menjurus kepada nilai yang lebih
rendah menunjukkan bahawa faktor-faktor ini tidak dapat mengurangkan konflik
kepentingan di antara pemegang saham majoriti dan minoriti. Bagi prestasi jangka masa
panjang, pasaran Malaysia boleh dianggap sebagai cekap kerana hampir kesemua analisis
menunjukkan bahawa prestasi syarikat pembida tidak berbeza daripada prestasi syarikat
kawalan. Keputusan kajian ini mencadangkan bahawa pengurus bagi syarikat di bawah
kawalan keluarga tidak perlu risau mengenai tindakan negatif pelabur, selagi mereka
terlibat dengan pengambilalihan yang berupaya mencipta nilai. Selain itu, pemegang blok
institusi perlu memainkan peranan yang aktif untuk melindungi pelaburan mereka. Akhir
sekali, pelabur perlu sedar bahawa dalam tempoh jangka masa panjang, tidak ada sebarang
strategi perdagangan yang boleh dipraktik untuk memperoleh keuntungan yang luar biasa.

Kata kunci: pengambilalihan, kesan pengumuman, pretasi saham jangka masa panjang,
kawalan keluarga, pendapat munasabah
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CHAPTER ONE
BACKGROUND OF STUDY

1.1 Introduction

This chapter focuses on overview of background of the study and a discussion of the
problem statement. This is followed by research questions, research objectives and the
scope of study respectively. Finally, this chapter provides the significance of this study,

organization of the study and conclusion the chapter.

1.2 Background

Mergers and acquisitions (M&As) are among the largest and most readily observable
forms of corporate investments (Masulis, Wang & Xei, 2007). The term mergers and
acquisitions are used interchangeably by most researchers, however, they are different in
terms of implementation. Mergers refer to the process of consolidation where the two
combined firms would become a new entity while acquisitions refer to the process of
taking over target firms by the acquiring firms where the target firms become a part of the
acquiring firms. There are three major types of M&As, which are horizontal, vertical, and
conglomerate. In horizontal M&As, the acquirers and targets operate in the same industry.
Vertical M&As refers to M&As where the acquirers try to diversify their businesses by
acquiring targets in upstream or downstream activities. Finally, conglomerate M&As

refers to M&As between two firms in unrelated industries.

The involvement of Malaysian companies in M&A activities increases year-over-year in
both domestic and foreign markets. Values of M&As in Malaysia amounted to over

RM128.5 billion in 2014, or 8.87% of GDP, which represents an 88% increase as



The contents of
the thesis is for
internal user
only



REFERENCES

Abdullah, S.N. (2006). Board structure and ownership in Malaysia: The case of distressed
listed companies. Corporate Governance: The International Journal of Business

in Society, 6(5), 582-594.

Adhikari, H. P., & Sutton, N. K. (2016). All in the family: The effect of family ownership

on acquisition performance. Journal of Economics and Business, 88, 65-78.

Agrawal, A., Jaffe, J. F., & Mandelker, G. N. (1992). The post-merger performance of
acquiring firms: a re-examination of an anomaly. The Journal of Finance, 47(4),

1605-1621.

Ahn, S., Jiraporn, P., & Kim, Y. S. (2010). Multiple directorships and acquirer returns.

Journal of Banking & Finance, 34(9), 2011-2026.

Alexandridis, G., Fuller, K. P., Terhaar, L., & Travlos, N. G. (2013). Deal size, acquisition

premia and shareholder gains. Journal of Corporate Finance, 20, 1-13.

Alexandridis, G., Petmezas, D., & Travlos, N. G. (2010). Gains from mergers and
acquisitions around the world: New evidence. Financial Management, 39(4),

1671-1695.

Amihud, Y., & Lev, B. (1981). Risk Reduction as a Managerial Motive for Conglomerate

Mergers. Journal of Economics, 12(2), 605-617.

Amran, N. A. (2011). Corporate governance mechanisms and company performance :
evidence from Malaysian companies. International Review of Business Research
Papers, 7(6), 101-114.

215



Anderson, R. C., & Reeb, D. M. (2003). Founding-family ownership and firm
performance : evidence from the S & P 500. The Journal of Finance, 58(3),

1301-1328.

Anderson, R. C., Mansi, S. A., & Reeb, D. M. (2003). Founding family ownership and

the agency cost of debt. Journal of Financial Economics, 68(2), 263—-285.

Andrade, G., Mitchell, M., & Stafford, E. (2001). New evidence and perspectives on

mergers. The Journal of Economic Perspectives, 15(2), 103.

André, P., Ben-Amar, W., & Saadi, S. (2014). Family firms and high technology Mergers

& Acquisitions. Journal of Management & Governance, 18(1), 129-158.

André, P., Khalil, S., & Magnan, M. (2007). Termination fees in mergers and acquisitions:
protecting investors or managers?. Journal of Business Finance &

Accounting, 34(3-4), 541-566.

Andriosopoulos, D., & Yang, S. (2015). The impact of institutional investors on mergers
and acquisitions in the United Kingdom. Journal of Banking & Finance, 50, 547-

561.

Bae, S. C., Chang, K., & Kim, D. (2013). Determinants of target selection and acquirer
returns: Evidence from cross-border acquisitions. International Review of

Economics & Finance, 27, 552-565.

Banerjee, P., Banerjee, P., De, S., Jindra, J., & Mukhopadhyay, J. (2014). Acquisition
pricing in India during 1995-2011: Have Indian acquirers really beaten the odds?

Journal of Banking & Finance, 38, 14-30.

216



Barber, B. M.& Lyon, J. D.(1997). Detecting long-run abnormal stock returns: The
empirical power and specification of test statistics. Journal of Financial

Economics, 43, 341-372.

Barclay, M. J., Holderness, C. G., & Sheehan, D. P. (2007). Private placements and

managerial entrenchment. Journal of Corporate Finance, 13(4), 461-484.

Basu, N., Dimitrova, L., & Paeglis, 1. (2009). Family control and dilution in mergers.

Journal of Banking & Finance, 33(5), 829-841.

Bates, T. W., Lemmon, M. L., & Linck, J. S. (2006). Shareholder wealth effects and bid
negotiation in freeze-out deals: Are minority shareholders left out in the cold?

Journal of Financial Economics, 81(3), 681-708.

Bauguess, S. W., Moeller, S. B., Schlingemann, F. P., & Zutter, C. J. (2009). Ownership

structure and target returns. Journal of Corporate Finance, 15(1), 48—65.

Bauguess, S., & Stegemoller, M. (2008). Protective governance choices and the value of

acquisition activity. Journal of Corporate Finance, 14(5), 550-566.

Ben-Amar, W., & André, P. (2006). Separation of ownership from control and acquiring
firm performance: The case of family ownership in Canada. Journal of Business

Finance & Accounting, 33(3-4), 517-543.

Benson, B. W., Davidson, W. N., Davidson, T. R., & Wang, H. (2015). Do busy directors
and CEOs shirk their responsibilities? Evidence from mergers and

acquisitions. The Quarterly Review of Economics and Finance, 55, 1-19.
Berger, P. G., Ofek, E., & Yermack, D. L. (1997). Managerial Entrenchment and Capital
Structure Decisions. Journal of Finance, 52(4), 1411-1438.

217



Bessler, W., & Thies, S. (2007). The long run performance of initial public offerings in

Germany. Managerial Finance, 33(6), 420—441.

Bhabra, H. S., & Huang, J. (2013). An empirical investigation of mergers and acquisitions
by Chinese listed companies, 1997-2007. Journal of Multinational Financial

Management, 23(3), 186-207.

Bhagat, S., & Black, B. (2001). The non-correlation between board independence and

long-term firm performance. Journal of Corporation Law, 27, 231.

Brahim’s Holding Bhd. (2011). Independent Advice Circular.pdf/Bursa Malaysia.
Retrieved from http://www.bursamalaysia.com/market/listed-

companies/company announcements/4227937.

Boubakri, N., Dionne, G., & Triki, T. (2008). Consolidation and value creation in the
insurance industry: The role of governance. Journal of Banking &

Finance, 32(1), 56-68.

Bouzgarrou, H., & Navatte, P. (2013).Ownership structure and acquirers performance :
Family vs. Non-family fi rms. International Review of Financial Analysis, 27,

123-134.

Bradley, M., Desai, A., & Kim, E. H. (1983). The rationale behind interfirm tender offers.

Journal of Financial Economics, 11, 183-206.

Brown, S. J., & Warner, J. B. (1985). Using daily stock returns: The case of Event Studies.

Journal of Financial Economics, 14, 3-31.

Cai, Y., & Sevilir, M. (2012). Board connections and M&A transactions. Journal of

Financial Economics, 103(2), 327-349.

218



Security Commission. (2007). Capital Markets and Services Act 2007 (2007). Retrieved

from https://www.sc.com.my/capital-markets-and-services-act-2007/

Caprio, L., Croci, E., & Del Giudice, A. (2011). Ownership structure, family control, and

acquisition decisions. Journal of Corporate Finance, 17(5), 1636-1657.

Capron, L., & Shen, J. C. (2007). Acquisitions of private vs. public firms: Private
information, target selection, and acquirer returns. Strategic Management

Journal, 28(9), 891-911.

Carline, N. F., Linn, S. C., & Yadav, P. K. (2009). Operating performance changes
associated with corporate mergers and the role of corporate governance. Journal

of Banking & Finance, 33(10), 1829-1841

Chang, S. (1998). Takeovers of privately held targets, methods of payment, and bidder

returns. The Journal of Finance, 53(2), 773-784.

Chen, L. H. (2006). Merger Abnormal Returns and the Use of Independent Fairness

Opinions. SSRN Electronic Journal.

Chi, J., Sun, Q., & Young, M. (2011). Performance and characteristics of acquiring firms

in the Chinese stock markets. Emerging Markets Review, 12(2), 152-170.

Chikh, S., & Filbien, J. (2011). Acquisitions and CEO Power : Evidence from French

networks. Journal of Corporate Finance, 17(5), 1221-1236.

Claessens, S., Djankov, S., & Lang, L. H. P (2000). The separation of ownership and
control in East Asian Corporations. Journal of Financial Economics, 58(1-2), 81-

112.

219



Claessens, S., Djankov, S., Fan, J. P., & Lang, L. H. (1999). Expropriation of minority
shareholders: Evidence from East Asia (pp. 461-498). Washington, DC: World

Bank.

Cosh, A., Guest, P. M., & Hughes, A. (2006). Board Share-Ownership and Takeover

Performance. Journal of Business Finance & Accounting, 33(3-4), 459-510.

Cosset, J. C., & Meknassi, S. (2013). Does cross-listing in the US foster mergers and
acquisitions and increase target shareholder wealth?. Journal of Multinational

Financial Management, 23(1), 54-73.

Craninckx, K., & Huyghebaert, N. (2015). Large shareholders and value creation through
corporate acquisitions in Europe. The identity of the controlling shareholder

matters. European Management Journal.

Croci, E., & Petmezas, D. (2010). Minority shareholders’ wealth effects and stock market
development : Evidence from increase-in-ownership M & As. Journal of

Banking and Finance, 34(3), 681-694.

Croci, E., Petmezas, D., & Vagenas-Nanos, E. (2010). Managerial overconfidence in high
and low valuation markets and gains to acquisitions. International Review of

Financial Analysis, 19(5), 368-378.

DeCesari, A., Gonenc, H., & Ozkan, N. (2016). The effects of corporate acquisitions on
CEO compensation and CEO turnover of family firms. Journal of Corporate

Finance, 38, 294-317.

220



Defrancq, C., Huyghebaert, N., & Luypaert, M. (2016). Influence of family ownership on
the industry-diversifying nature of a firm’s M&A strategy: Empirical evidence

from Continental Europe. Journal of Family Business Strategy, 7(4), 210-226.

Duchin, R., & Schmidt, B. (2013). Riding the merger wave: Uncertainty, reduced
monitoring, and bad acquisitions. Journal of Financial Economics, 107(1), 69-

88.

Duggal, R., & Millar, J. A. (1999). Institutional ownership and firm performance: The

case of bidder returns. Journal of Corporate Finance, 5(2), 103-117.

Dutta, S., & Jog, V. (2009). The long-term performance of acquiring firms: A re-

examination of an anomaly. Journal of Banking and Finance, 33(8), 1400-1412.

Dutta, S., MacAulay, K., & Saadi, S. (2011). CEO power, M&A decisions, and market

reactions. Journal of Multinational Financial Management, 21(5), 257-278.

Eckbo, B. E., & Thorburn, K. S. (2000). Gains to bidder firms revisited : domestic and
foreign acquisitions in Canada. Journal of Financial and Quantitative Analysis,

35(1), 1-25.

Eckbo, B. E., Makaew, T., & Thorburn, K. S. (2018). Are stock-financed takeovers

opportunistic? Journal of Financial Economics, 128(3), 443—465.

Eisenhardt, K. M. (1989). Agency Theory : and Assessment Review. Journal of

Academy of Management Review, 14(1), 57-74.

Faccio, M., McConnell, J. J., & Stolin, D. (2006). Returns to acquirers of listed and

unlisted targets. Journal of Financial and Quantitative Analysis, 41(1), 197-220.

221



Fama, E. F. (1970). Efficient Capital Markets: A Review of Theory and Empirical

Work. Journal of Finance, 25(2), 383-417.

Fama, E. F. (1998). Market efficiency, long-term returns, and behavioral finance. Journal

of Financial Economics, 49, 283-306.

Fama, E. F., Jensen, M. C. (1983). Separation of ownership and control. Journal of Law

and Economics, 26(2), 301-325.

Faria, A. L. (2008). Mergers and the market for organization capital. Journal of Economic

Theory, 138(1), 71-100.

Field, L. C., & Mkrtchyan, A. (2017). The effect of director experience on acquisition

performance. Journal of Financial Economics, 123(3), 488-511.

Frye, M. B., & Wang, W. (2010). Boards, Uncertainty, and the Use of Fairness Opinions.

Corporate Governance: An International Review, 18(1), 48—63.

Gleason, K. C., Pennathur, A. K., & Wiggenhorn, J. (2014). Acquisitions of family owned

firms: boon or bust?. Journal of Economics and Finance, 38(2), 269-286.

Gompers, P., Ishii, J., & Metrick, A. (2003). Corporate governance and equity prices. The

Quarterly Journal of Economics, 118(1), 107-156.

Gonenc, H., Hermes, N., & Van Sinderen, E. (2013). Bidders’ gains and family control of

private target firms. International Business Review, 22(5), 856—-867.

Gregory, A., & O'Donohoe, S. (2014). Do cross-border and domestic acquisitions differ?
Evidence from the acquisition of UK targets. International Review of Financial

Analysis, 31, 61-69.

222



Gujarati, D. N., & Porter, D. C. (2009). Basic econometrics. Tata McGraw-Hill Education.

Green (2012). Econometric analysis, (7" Edition). International edition: Pearson Series in

Econometrics.

Hamberg, M., Overland, C., & Lantz, B. (2013). Board participation, toecholds and the

cross-border effect. International Business Review, 22(5), 868—882.

Harford, J. (1999). Corporate cash reserves and acquisitions. The Journal of

Finance, 54(6), 1969-1997.

Harford, J. (2005). What drives merger waves? Journal of Financial Economics, 77(3),

529-560.

Harris, O., Madura, J., & Glegg, C. (2010). Do managers make takeover financing
decisions that circumvent more effective outside blockholders? The Quarterly

Review of Economics and Finance, 50(2), 180-190.

Harris, R. S., & Ravenscraft, D. (1991). The role of acquisitions in foreign direct
investment: Evidence from the US stock market. The Journal of Finance, 46(3),

825-844.

Higgins, H. N., & Beckman, J. (2006). Abnormal returns of Japanese acquisition
bidders—impact of pro-M&A legislation in the 1990s. Pacific-Basin Finance

Journal, 14(3), 250-268.

Higson, C., & Elliott, J. (1998). Post-takeover returns: The UK evidence. Journal of

Empirical finance, 5(1), 27-46.

223



Hilscher, J., & Sisli-Ciamarra, E. (2013). Conflicts of interest on corporate boards: The
effect of creditor-directors on acquisitions. Journal of Corporate Finance, 19,

140-158.

Ismail, A., & Krause, A. (2010). Determinants of the method of payment in mergers and

acquisitions. The Quarterly Review of Economics and Finance, 50(4), 471-484.

Jarrell, G. A., Brickley, J. A., & Netter, J. M. (1988). The market for corporate control:
The empirical evidence since 1980. The Journal of Economic Perspectives, 2(1),

49-68.

Jensen, M. C. (1993). The modern industrial revolution, exit, and the failure of internal

control systems. The Journal of Finance, 48(3), 831-880.

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior,
agency costs and ownership structure. Journal of Financial Economics, 3(4),

305-360.

Jensen, M. C., & Ruback, R. S. (1983). The market for corporate control: The scientific

evidence. Journal of Financial Economics, 11(1-4), 5-50.

Jensen, M.C. (1986). Agency Costs of free cash flow, corporate finance, and takeovers.

The American Economic Review, 76(2), 323-329.

King, D. R., Dalton, D. R., Daily, C. M., & Covin, J. G. (2004). Meta-analyses of post-
acquisition performance: Indications of unidentified moderators. Strategic
Management Journal, 25(2), 187-200.

Kisgen, D., Qian, J., & Song, W. (2009). Are fairness opinions fair? The case of mergers

and acquisitions¥. Journal of Financial Economics, 91, 179-207.

224



Lakonishok, J., Shleifer, A., & Vishny, R. W. (1994). Contrarian investment,

extrapolation, and risk. The Journal of Finance, 49(5), 1541-1578.

LaPorta, DeSilanes L., Shleifer, A., & Vishny, R. (2002). Investor Protection and

Corporate Valuation. Journal of Finance, 1147-1169.

Li, F., & Srinivasan, S. (2011). Corporate governance when founders are

directors. Journal of Financial Economics, 102(2), 454-469.

Li, L., & Tong, W. H. S. (2018). Information uncertainty and target valuation in mergers

and acquisitions. Journal of Empirical Finance, 45(August 2016), 84—107.

Lin, B. X., Michayluk, D., Oppenheimer, H. R., & Reid, S. F. (2008). Hubris amongst

Japanese bidders. Pacific-Basin Finance Journal, 16(1), 121-159.

Lin, H. C., Chou, T. K., & Cheng, J. C. (2011). Does market misvaluation drive post-
acquisition underperformance in stock deals?. International Review of

Economics & Finance, 20(4), 690-706.

Lynn, L. Y. H., Evans, J., Shaikh, J., & Sadiquel, M. S. (2014). Do Family-Controlled
Malaysian Firms Create Wealth for Investors in the Context of Corporate

Acquisitions? Capital Market Review, 22(1&2), 1-26.

Ma, J., Pagan, J. A., & Chu, Y. (2009). Abnormal returns to mergers and acquisitions in

ten Asian stock markets. International Journal of Business, 14(3), 235.

Ma, Q., Whidbee, D. A., & Zhang, A. W. (2011). Value, valuation, and the long-run

performance of merged firms. Journal of Corporate Finance, 17(1), 1-17.

MacKinlay, A. C. (1997). Event Studies in Economics and Finance. Journal of Economic

Literature, 35(1), 13-39.

225



Martynova, M., & Renneboog, L. (2008). A century of corporate takeovers: What have
we learned and where do we stand?. Journal of Banking & Finance, 32(10),

2148-2177.

Masulis, R. W., Wang, C., & Xie, F. (2007). Corporate governance and acquirer returns.

Journal of Finance, 62(4), 1851-1889.

Mat-Rahim, N., & Ching Pok, W. (2013). Shareholder wealth effects of M&As: the third

wave from Malaysia. International Journal of Managerial Finance, 9(1), 49—69.

Mateev, M., & Andonov, K. (2016). Do cross-border and domestic bidding firms perform
differently? New evidence from continental Europe and the UK. Research in

International Business and Finance, 37, 327-349.

Mat-Nor, F., & Ismail, R. (2006). Methods of Payment, Direct Takeovers and Privately-
Held Targets: Evidence of Bidder's Return on Takeovers. Jurnal Pengurusan

(UKM Journal of Management), 25.

Malaysian Institute of Corporate Governance (2018). Malaysia Code of Corporate

Governance (2012), retrieved from http://www.micg.org.my/

Malaysian Code on Take-Overs and Mergers (2010), retrieved from

https://www.sc.com.my/legislation-guidelines/take-overs-code/

McCabe, G. M., & Yook, K. C. (1997). Jensen, Myers-Majluf, free cash flow and the
returns to bidders. The Quarterly Review of Economics and Finance, 37(3), 697—

707.

226



Mcdonald, M. L., Westphal, J. D., & Graebner, M. E. (2008). What do they know ? The
effects of outside director acquisition experience on firm acquisition

performance. Strategic Management Journal. 1155-1177.

Md.Isa (1994). The effect of acquisition announcement and method of payment on
shareholder returns in the Malaysian stock market. Security Industry

Review, 20(1), 20-31.
Mitchell, M. L., & Lehn, K. (1990). Do bad bidders become good targets?. Journal of

Political Economy, 98(2), 372-398.

Mitchell, M. L., & Mulherin, J. H. (1996). The impact of industry shocks on takeover and

restructuring activity. Journal of Financial Economics, 41(2), 193-229.

Mitchell, M. L., & Stafford, E. (2000). Managerial decisions and long-term stock price

performance. The Journal of Business, 73(3), 287-329.

Moeller, S. B., Schlingemann, F. P., & Stulz, R. M. (2005). Wealth destruction on a
massive scale? A study of acquiring-firm returns in the recent merger wave. The

Journal of Finance, 60(2), 757-782.

Mulherin, J. H., & Boone, A. L. (2000). Comparing acquisitions and divestitures. Journal

of Corporate Finance, 6(2), 117-139.

Ning, L., Kuo, J. M., Strange, R., & Wang, B. (2014). International investors’ reactions
to cross-border acquisitions by emerging market multinationals. International

Business Review, 23(4), 811-823.

227



Nogata, D., Uchida, K., & Goto, N. (2011). Is corporate governance important for
regulated firms’ shareholders?: Evidence from Japanese mergers and

acquisitions. Journal of Economics and Business, 63(1), 46-68.

Officer, M. S. (2007). The price of liquidity: Acquisition discounts for unlisted targets.

Journal of Financial Economics, 83(3), 571-598.

Officer, M. S., Poulsen, A. B., & Stegemoller, M. (2008). Target-firm information

asymmetry and acquirer returns. Review of Finance, 13(3), 467-493.

Park, Y. W., Selvili, Z., & Song, M. H. (2008). Large outside blockholders as monitors :
Evidence from partial acquisition. International Review of Economics and

Finance, 17, 529-545.

Peng, S. L., & Isa, M. (2012). Long-term share performance of Malaysian acquiring

firms. Managerial Finance, 38(10), 958-976.

Petmezas, D. (2009). What drives acquisitions? Market valuations and bidder

performance. Journal of Multinational Financial,19, 54-74.

Pham, N., Oh, K. B., & Pech, R. (2015). Mergers and acquisitions: CEO duality, operating
performance and stock returns in Vietnam. Pacific-Basin Finance Journal, 35,

298-316.

Pontiff, J. & Woodgate, A. (2008). Share Issuance and Cross-Sectional Returns. Journal

of Finance, 63(2), 921-945.

Povel, P., & Sertsios, G. (2014). Getting to know each other: The role of toeholds in

acquisitions. Journal of Corporate Finance, 26, 201-224.

228



Rachagan, S., & Satkunasingam, E. (2009). Improving corporate governance of SMEs in
emerging economies: a Malaysian experience. Journal of Enterprise Information

Management, 22(4), 468—484.

Rau, P. R., & Vermaelen, T. (1998). Glamour, value and the post-acquisition performance

of acquiring firms. Journal of Financial Economics, 49(2), 223-253.

Roll, R. (1986). The hubris hypothesis of corporate takeovers. The Journal of Business,

59(2), 197-216.

Ruiz, F. 1., & Requejo, M. S., (2010). Family firm mergers and acquisitions in different

legal environments. Family Business Review, 23(1), 60-75.

Savor, P. G., & Lu, Q. (2009). Do stock mergers create value for acquirers ? Journal of

Finance, 64(3), 1061-1097.

Securities Commission Malaysia. (2014). 2001 Annual Report. Retrieved from

http://www.sc.com.my/post_archive/2001-annual-report/

Securities Commission Malaysia. (2014). 2002 Annual Report. Retrieved from

http://www.sc.com.my/post_archive/2002-annual-report/

Securities Commission Malaysia. (2014). 2004 Annual Report. Retrieved from

http://www.sc.com.my/post_archive/2004-annual-report/

Securities Commission Malaysia. (2014). 2005 Annual report. Retrieved from

http://www.sc.com.my/post_archive/2005-annual-report/

Securities Commission Malaysia. (2014). 2006 Annual Report. Retrieved from

http://www.sc.com.my/post_archive/2006-annual-report/

229



Securities Commission Malaysia. (2014). 2007 Annual Report.

http://www.sc.com.my/post_archive/2007-annual-report/

Securities Commission Malaysia. (2014). 2008 Annual Report.

http://www.sc.com.my/post_archive/2008-annual-report/

Securities Commission Malaysia. (2014). 2009 Annual Report.

http://www.sc.com.my/post_archive/2009-annual-report/

Securities Commission Malaysia. (2014). 2010 Annual Report.

http://www.sc.com.my/post_archive/2010-annual-report/

Securities commission Malaysia. (2014). 2011 Annual Report.

http://www.sc.com.my/post_archive/201 1-annual-report/

Securities Commission Malaysia. (2014). 2012 Annual Report.

http://www.sc.com.my/post_archive/2012-annual-report/

Securities Commission Malaysia. (2014). 2013 Annual Report.

http://www.sc.com.my/post_archive/2013-annual-report/

Retrieved

Retrieved

Retrieved

Retrieved

Retrieved

Retrieved

Retrieved

from

from

from

from

from

from

from

Seth, A., Song, K. P., & Pettit, R. (2000). Synergy, managerialism, or hubris ? An

empirical of motives for foreign acquisitions of U.S. firms. Journal of

International Business Studies, 31(3), 387-405.

Seth, A., Song, K. P., & Pettit, R. R. (2002). Value creation and destruction in cross-border

acquisitions: an empirical analysis of foreign acquisitions of US firms. Strategic

Management Journal, 23(10), 921-940.

230



Shim, J., & Okamuro, H. (2011). Does ownership matter in mergers? A comparative study
of the causes and consequences of mergers by family and non-family firms.

Journal of Banking & Finance, 35(1), 193-203.

Shleifer, A. & Vishny, R. W. (1997). A Survey of Corporate Governance. Journal of

Finance, 52(2), 737-783.

Shleifer, A., & Vishny, R. W. (1986). Large Shareholders and Corporate Control. Journal

of Political Economy, 94(3), 461-488.

Shleifer, A., & Vishny, R. W. (1989). Management entrenchment the case of manager-

specific investments. Journal of Financial Economics, 25, 123-139.

Song, S. 1., & Rath, S. (2010). Ownership structure and post-takeover performance of
Malaysian acquiring firms. The Asia Pacific Journal of Economics &

Business, 14(2), 20.

Song, S. 1., Ali. R., & Pillay, S. (2009). Effects of take-over motives and ownership
structure on premiums paid: Evidence from Malaysia. International Journal of

Business and Management, 3(6), 75.

Sudarsanam, S., & Mahate, A. A. (2003). Glamour acquirers, method of payment and
post-acquisition performance: the UK evidence. Journal of Business Finance &

Accounting, 30(1-2), 299-342.

Tabachnick, B.G & Fidell, L.S. (2007). Using multivariate statistics (5" Edition). Boston:

Pearson Education.

231



The Edge Markets. (2017). Investment Bankers See Opportunities in Challenging
Landscape. Retrieved from http://www.theedgemarkets.com/article/investment-

bankers-see-opportunities-challenging-landscape.

Trautwein, F. (1990). Merger motives and merger prescriptions. Strategic Management

Journal, 11(4), 283-295.

Villalonga, B., & Amit, R. (2006). How do family ownership, control and management

affect firm value? Journal of Financial Economics, 80(2), 385—-417.

Wahab, A., How, J., & Verhoeven, P. (2008). Corporate governance and institutional
investors : Evidence from Malaysia. Asian Academy of Management Journal of

Accounting and Finance, 4(2), 67-90.

Walter, T. S., Yawson, A., & Yeung, C. P. (2008). The role of investment banks in M&A

transactions: Fees and services. Pacific-Basin Finance Journal, 16(4), 341-369.

Walters, B. A., Kroll, M. J., & Wright, P. (2007). CEO tenure, boards of directors, and

acquisition performance. Journal of Business Research, 60(4), 331-338.

Wang, C., & Xie, F. (2008). Corporate governance transfer and synergistic gains from

mergers and acquisitions. The Review of Financial Studies, 22(2), 829-858.

Weston, J. F., Chung, K. S., & Hoag, S. (1990). Mergers, restructuring, and corporate

control. Prentice Hall.

Xie, Y. (2015). Acquirer performance when founders remain in the firm. Pacific-Basin

Finance Journal, 35, 273-297.

232



Yen, T., & Andre, P. (2007). Ownership structure and operating performance of acquiring
firms : The case of English-origin countries. Journal of Economics and Business,

59, 380—-405.

Yermack, D. (1996). Higher market valuation of companies with a small board of

directors. Journal of Financial Economics, 40(2), 185-211.

Zhao, J. (2013). Entrenchment or incentive ? CEO employment contracts and acquisition

decisions. Journal of Corporate Finance, 22, 124-152.

Zhou, Y. M., Li, X., & Svejnar, J. (2011). Subsidiary divestiture and acquisition in a
financial crisis: Operational focus, financial constraints, and ownership. Journal

of Corporate Finance, 17(2), 272-287.

233



	FRONT MATTER
	COPYRIGHT PAGE
	FRONT PAGE
	TITLE PAGE
	CERTIFICATION
	PERMISSION TO USE
	ABSTRACT
	ABSTRAK
	ACKNOWLEDGEMENT
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS

	MAIN PAGE
	CHAPTER ONE
	BACKGROUND OF STUDY
	1.1 Introduction
	1.2 Background
	1.3 Problem Statement
	1.4 Research Questions
	1.5 Research Objectives
	1.6 Scope of the Study
	1.7 Significance of the Study
	1.8 Organization of the Study
	1.9 Conclusion


	CHAPTER TWO
	LITERATURE REVIEW
	2.0 Introduction
	2.1 Procedures and Framework of Takeover
	2.2 Overview of Related Theories
	2.2.1 Synergy
	2.2.1.1 Empirical Evidence from Synergies

	2.2.2 Agency Problem
	2.2.2.1 Managerial Entrechment
	2.2.2.2 Empire building
	2.2.2.3 Risk reduction
	2.2.3 Market Efficiency
	2.2.2.4 Hubris hypothesis


	2.3 Role of Corporate Governance in M&A
	2.4 Empirical Evidence on Returns to Acquiring Firms
	2.5 Overview of Empirical Evidence on Related Variables
	2.5.1 Family Ownership
	2.5.2 Family Directors
	2.5.3 Blockholder Ownership
	2.5.4 Board Size
	2.5.5 Director Independence
	2.5.6 Executive Directors
	2.5.7 Founder
	2.5.8 Advice Letter to Minority Shareholder
	2.5.9 Toehold

	2.6 Control Variables
	2.6.1 Method of Payment (Cash and Mixed)
	2.6.2 Types of Target
	2.6.3 Consideration

	2.7 Empirical Evidence on the Long-Run Performance of the Acquiring Firms
	2.7.1 Family Ownership
	2.7.2 Blockholder Ownership
	2.7.3 Director Independence
	2.7.4 Executive Ownership
	2.7.5 Method of Payment (Cash and Stock)
	2.7.6 Types of Target
	2.7.7 Consideration

	2.8 Summary of Literature Gap
	2.9 Conclusion



	CHAPTER THREE
	DATA AND RESEARCH METHODOLOGY
	3.0 Introduction
	3.1 Data Collection
	3.2 Sample Selection
	3.3 Theoretical Framework
	3.4 Methodology and Hypotheses Development
	3.4.1 Short-Term Stock Price Effect on Announcement Performance
	3.4.2 Examination of Long-Run Performance.
	3.4.2.1 Calculation of Long-Run Abnormal Return

	3.4.3 Determinants of Short-Run and Long Run Price Performance
	3.4.3.1. Hypotheses Development


	3.5 Measurement of Variables
	3.6 Model Specification


	CHAPTER FOUR
	DATA ANALYSIS AND DISCUSSION OF RESULT
	4.0 Introduction
	4.1 Share Price Reactions on Acquisition Announcements
	4.2 Descriptive Analyses
	4.3 Univariate Analyses
	4.3.1 The Effects of Family Ownership on Acquisition Announcements
	4.3.2 The Effects of Blockholders on Acquisition Announcements
	4.3.3 The Effects of Active Blockholders on Acquisition Announcements
	4.3.4 The Effects of Passive Blockholders on Acquisition Announcements
	4.3.5 The Effects of Founder-Director on Acquisition Announcements
	4.3.6 The Effects of Fairness Opinion on Acquisition Announcements
	4.3.7 The Effects of Toehold on Acquisition Announcements
	4.3.8 The Effects of Cash on Acquisition Announcement
	4.3.9 The Effects of Acquisitions of Either Public Listed Companies or PrivateNon-Listed Companies on Acquisition Announcements

	4.4 Testing the Assumption of Ordinary-Least Square (OLS)
	4.4.1 Multicollinearity Test
	4.4.2 Heteroscedasticity
	4.4.3 Autocorrelation
	4.4.4 Normality Test
	4.4.5 Outlier Test

	4.5 Multivariate Regression Results
	4.6 Additional Regression Analysis
	4.7 Conclusion


	CHAPTER FIVE
	EMPIRICAL FINDINGS AND DISCUSSIONS OF LONG-RUN PERFORMANCE
	5.0 Introduction
	5.1 Sample selection for Long-Run Performance
	5.2 Finding: Long Run Performance of Acquisition Announcements
	5.3 Buy and Hold Abnormal Returns (BHARs) Based on Stock Prices
	5.4 Cumulative Average Abnormal Returns (CAARs) based on Stock Prices
	5.5 BHARs and CAARs based on total return index (RI)
	5.6 Univariate Analyses for the Three-Year Performance
	5.6.1 The Effects of Family Ownership on the Three-Year Performance
	5.6.2 The Effects of Active Blockholders on the Three-Year Performance
	5.6.3 The Effects of Passive Blockholders on the Three-Year Performance
	5.6.4 The Effects of Cash on the Three-Year Performance
	5.6.5 The Effects of Fairness Opinion on the Three-Year Performance
	5.6.6 The Effects of Types of Target on the Three-Year Performance

	5.7 Regression for long-run stock performance
	5.8 Conclusion


	CHAPTER SIX
	CONCLUSION AND RECOMMENDATION
	6.0 Introduction
	6.1 Overview of the Study
	6.2 Summary of Findings
	6.3 Contributions and Implication of Findings
	6.4 Limitations and Recommendations for Future Research
	6.5 Summary of the Chapter



	REFERENCES



