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EXECUTIVE SUMMARY 

This study develops a methodology for estimating synergies created in mergers. It investigates the impact 

on accounting- and cash flow based performance measures when two companies combine into one, and 

compare pro-forma pre-merger values to the post-merger values of the combined entity. This study also 

analyzes the impact on corporate performance following a merger, which is too estimated by studying the 

impact on accounting- and cash flow based performance measures. 

 

The conventional method of estimating merger synergies is the event study approach. This approach, 

however, has several limitations. In contrast to an accounting- and cash flow based approach, an event 

study merely calculates the value of potential synergies that might be realized according to estimates by 

participants on financial markets at the time of the merger announcement. Such studies are conducted by 

studying the impact on market capitalization following a merger announcement of publically traded 

companies. Moreover, the event study approach does not allow for a detailed analysis of where and when 

the additional value is created: It only provides the aggregated sum of the total effects estimated at the 

announcement. On the contrary, an accounting- and cash flow based approach enables the researcher to 

study the outcome of a merger and estimate the actual value created as well as identifying the sources of 

the value creation. 

 

A review of the most prominent accounting- and cash flow based studies of merger synergies currently 

available is presented. After considering the existing research, a methodology is developed for estimating 

merger synergies and measuring the impact on corporate performance. The methodology is thereafter 

applied in a case study of the merger between Aarhus United and Karlshamn, forming AarhusKarlshamn 

in 2005. The results show evidence of positive merger synergies in the main measurement period. The 

impact on corporate performance is primarily positive, however, results are somewhat mixed depending 

on the type of performance measures analyzed and the interpretation of what is a positive impact. Lastly, 

an event study is included. Even though it has its limitations as a methodology, it is included in order to 

provide results from a second methodology and type of data. The result from the event study supports the 

main results since it too indicates that positive synergies are created in the merger. 

 

Corporate managers, shareholders, advisers and researchers may apply the methodology developed in this 

report on specific mergers to obtain an indication of whether a merger actually has created the additional 

value through the creation of merger synergies, and compare the results with their expectations and 

estimates at the time of the merger decision. The mastery of this methodology can hopefully improve their 

ability to more accurately estimate the potential benefits from a merger when facing such a decision.  
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I INTRODUCTION 

 

1.1  MOTIVATION 

My personal motivation that has made me embark on this project has its foundation in my genuine interest 

in business development, growth strategies and corporate finance. Mergers are highly complex 

transactions with huge economic value at stake, but is also the fastest way of growing a company. A 

merger is often undertaken in a crucial phase of a company’s business cycle that will have a massive 

impact on the organization for the foreseeable future. The decision whether firms should merge and if so, 

when and under what circumstances, are as complex as the transaction itself. Since these are crucial 

decisions affecting shareholders and all other stakeholders, as well as affecting firm value significantly, I 

would like to gain a better understanding of how to measure the results of these decisions in order to see 

what consequences they may bring. It is my hope that the knowledge I will gain from conducting this 

study will improve my personal skill set that will help me understand the consequences of similar 

decisions I might stand before in my future career as a working professional. 

 

1.2  PROBLEM STATEMENT 

How should merger synergies and the impact on corporate performance be estimated following a merger? 

 

Value enhancing synergies arising from a merger is the most commonly cited rationale from corporate 

managers and shareholders when stating the motivations for undertaking a merger. The joint firm value is 

expected to increase due to positive net effects arising from combining two firms, according to the 

infamous proposition that synergies makes 1 + 1 equal 3. However, estimated merger synergies, both 

revenue and cost synergies, are not always realized in reality.  

 In this study, I seek to develop a methodology for evaluating mergers and measuring the 

magnitude of the synergies created in a transaction. In other words, I will try to estimate the additional 

value created from merging two firms. Furthermore, the methodology should comprise a framework for 

measuring and evaluating the merger’s impact on corporate performance in terms of profitability, 

productivity and growth. The framework should be accounting- and cash flow-based, meaning that key 

ratios and parameters can be extracted from a firm’s annual and interim statements. This framework will 

aid managers in the merger decision as well as provide guidance for how to follow up and evaluate the 

effect of a merger. After constructing the framework, I apply it on a specific merger in a case study in 

order to test it and illustrate how the methodology could be applied. 
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1.3 METHOD AND STRUCTURE OF THE REPORT 

To provide answers to the problem statement stated above, I start by discussing general theory about 

merger rationale: Why do firms decide to merge? What are they seeking to accomplish from merging? 

Where are the supposed benefits from a merger expected to come from? This discussion is presented in 

section II Theory. I refrain from presenting the comprehensive theory about fundamentals and 

technicalities behind the structure of mergers, but instead focus on the motives and rationales that are most 

commonly cited by corporate managers and researchers.  

Secondly, I conduct an extensive review of the most relevant academic research within the topic 

delimitation. The bulk of the research on merger synergies and value creation in mergers and acquisitions 

are event studies of the stock price reaction to the first public announcement of the transaction. I include 

such a study in this report, however, in the primary analysis I use an accounting-based research 

methodology that provides a greater level of detail in the data when estimating synergy creation. 

Therefore, I review the most relevant and pronounced research within the topic that uses this accounting-

based research methodology. I present this review in section III Literature review. 

Next, in section IV Methodology, I construct my own methodology and framework for 

estimating the value of merger synergies as well as the impact on corporate performance. This is an 

accounting- and cash flow based framework that can be applied to any merger or acquisition. It focuses on 

key income and cost parameters, easily available on a company’s financial statements, as well as 

comprising a range of key ratios of performance measures. In the same section of the report I also describe 

the methodology behind the event study approach to measuring value creation and merger synergies. 

Before applying the framework and methodology developed in the case study, I gather the 

necessary data that is presented in section V Data description. I briefly describe the two merging firms in 

the case study as well as discussing the merger rationales preceding the merger in section VI Background 

on the merger between Aarhus United and Karlshamn. 

Lastly, in section VII Empirical results, I conduct the analysis and apply the framework in the 

case study by following the methodology developed in section IV. I present the findings in section VII, 

followed by VIII Conclusion, IX References and X Appendix. 

 

1.4  DELIMITATIONS 

When this report is referring to a merger, a partial implementation of two companies nor a pure takeover 

by one larger firm relative the other is referred to, but rather a full integration of two approximately 

equally sized companies with a joint future agenda. As previously mentioned, I refrain from defining and 

outline the fundamentals of mergers as I assume that this concept is already well-known by the reader. 

Additionally, the technicalities surrounding a merger process is not discussed in detail due to the 



6 

 

magnitude and complexity, but I rather focus my attention on providing answers to the problem statement 

presented in section 1.2. 

To analyze whether mergers actually create value, an extensive empirical study on a large data 

set estimating merger synergies and the impact on corporate performance could be undertaken. Such a 

study would be very time consuming, however, and lies outside the scope of this project. Future research 

may apply the methodology and framework developed in this report on a large data set comprising several 

mergers in order to obtain aggregated results valid on a more general level. The case study could be 

viewed as guidance for how to apply the framework and carrying out such a study on a broader level. 

 

1.5  SELF CRITIQUE 

The outcome of this study is highly dependent on two relatively subjective choices: Firstly, the researcher 

must choose a suitable measurement period for the analysis when applying the methodology. One can 

argue for or against a certain measurement period, however, the results may vary significantly depending 

on the chosen time period. A recommendation for future research is to compare the results from 

performing the analysis on several time periods in order to strengthen the results. Secondly, the researcher 

must select an appropriate industry benchmark to compare the results from the selected data set. The 

industry peer group serving as benchmark should be as similar as the companies in the data set as possible 

in terms of business model, business risks and financial risks. The performance of the benchmark will 

affect the industry-adjusted results significantly, which is why it must be selected carefully. In the case 

study. I have chosen the peer group used by Bloomberg in the Bloomberg Terminal for the merged entity 

as the industry benchmark. Lastly, the analysis in this report is based on a single merger in the case study, 

hence it is difficult to draw general conclusions about value creation in mergers and the effect on 

corporate performance from the results presented here. 

 

1.6  ACKNOWLEDGEMENTS 

I would like to direct my greatest appreciations to my supervisor during this project, Mr. Caspar Rose 

from Copenhagen Business School. Caspar has been committed and pragmatic in his role as supervisor 

throughout the process. He has been a valuable source of information, providing feedback and guidance 

that has been of great help when throughout the work of this study. 
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II THEORY – ECONOMIC RATIONALE BEHIND MERGERS 

In this section, I provide an overview of the rationales behind mergers in general. The literature on the 

topic is vast, and I refrain from discussing the technical and administrative dynamics behind mergers. In 

line with the limitation of this study, I rather focus on synergy creation and the underlying reasons why 

firms decide to merge. I lay the foundation of the theoretical approach for explaining why firms merge in 

the framework of the “economic perspective”, as described by Sudarsanam (Creating Value from Mergers 

and Acquisitions: The Challenges, 2010). It is important to note that this is by no means a complete 

description of the theory behind mergers. There are various research fields and study approaches for 

explaining and studying mergers, of which I chose to specify in line with the limitations of this study.  

In part section III Literature review, I cover the most important research currently available on 

the topic. The research presented is using similar methodologies when estimating synergies in mergers and 

acquisitions, however with some minor deviations. After reviewing and scrutinizing the research, I 

thereafter construct my own framework for analyzing merger synergies and the effect on corporate 

performance presented in the methodology section. 

 

2.1  THE ECONOMIC PERSPECTIVE ON MERGERS 

The economic perspective on mergers comprises the most common reasons why companies undertake 

such structural transactions. This way of analyzing mergers focuses on the impact on the firms’ joint cost 

base, as well as on the impact on the market power of firms when they join forces and merge into a single 

larger entity. According to the economic perspective, firms merge primarily for reducing their joint cost 

base and to increase their market power, allowing the post-merger entity to enjoy higher profitability 

margins and larger profits than under competitive conditions. The ability to create and maintain its 

competitive advantage depends on the competitive structure of the market the firm is operating in. The key 

competitive tool of the company depends on the specific market structure – whether it is monopolistic, 

oligopolistic or competitive – as well as on the expected responses from the firm’s rivals. This is primarily 

related to strategies and actions concerning post-merger integration, which is crucial for the 

materialization of synergies succeeding a merger.  

Here follows a discussion of the most important factors explaining mergers within the economic 

perspective. These are important for the materialization of merger synergies and thus the potential value 

creation following a merger. Similar to Sudarsanam, Seth (Value Creation in Acquisitions: A Re-

Examination of Performance Issues, 1990) argues that the principal value-maximizing explanations of 

acquisition activity include economies of scale, economies of scope, increased market power, coinsurance 

and financial diversification. 
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2.1.1 Economy of scale 

The concept of economy of scale refers to the reduction in average cost per produced output when total 

output is growing over a given period. Production costs are commonly made up of fixed as well as 

variable costs, and when the fixed costs associated with the production of a certain good is spread over a 

higher number of output, the firm is benefiting from scale economies. The reduced fixed costs can be 

directly related to production or represent other kinds of fixed costs, i.e. sales and marketing costs or IT 

infrastructure spending; the importance in terms of increased economies of scale lies in the invariance of 

the total costs with total production volume.  

In a merger between two entities, economies of scale is achieved if the two separate entities are 

able to optimize the production through sharing certain costs and jointly use fewer resources for a given 

volume of output compared to when they were operating as two separate entities, and thereby reduce the 

average cost per output. By reducing the average cost per output, the firm will increase its profitability 

margins. Many mergers are often justified on this basis. Limits exist to economies of scale, however; 

when the production volume reaches the so called minimum efficient scale, average production costs will 

not fall with increasing volume beyond this point, and thereby limits the potential benefits derived from 

economies of scale in a merger. Furthermore, when a firm becomes very large, organizational control 

issues may lead to diseconomies of scale (McAfee, McMillan, Organizational Diseconomies of Scale, 

2005). Additionally, when a firm reaches a certain size it may experience difficulties in finding attractive 

investment opportunities, both internal and external, simply because many investments opportunities 

become too small relative the firm’s size. Lastly, in some cases a firm may become too large so that the 

firm’s market power will engage antitrust authorities to take actions and limit the potential benefits from 

economies of scale. 

 

2.1.2 Economy of scope 

Economy of scope are present in multi-product firms when the costs of producing and selling several 

different products in one individual firm are less than when the same products are produced and marketed 

in individual specialized firms. Examples of sources where economy of scope may arise in mergers 

include research and development, brand and marketing, and joint distribution channels. Due to its nature, 

economy of scope is dependent on the existence of certain capabilities and resources that have a common 

applicability across several products. Examples of common denominators for merging firms are 

geographical markets, consumer target groups, technology and intellectual property knowledge, or 

managerial capabilities. Economy of scope may also arise in the form of increased revenue: Selling 

complementary products is another way of increasing revenue through economics of scope. Revenue 

enhancement through scope economies often serve as a strategic rationale for undertaking mergers of 
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related firms that are selling similar but not identical products; using similar technologies; or operate in 

the same markets (Sudarsanam, 2010). 

 

2.1.3 Economy of learning 

Economy of learning in mergers refers to the organizational capacity for absorbing new knowledge, 

techniques and other skills from each other when merging. Economy of learning constitutes the foundation 

in mergers and enable reduced costs in successive production periods through improving efficiency in i.e. 

scheduling production, minimizing production waste materials, better teamwork, etc. (Sudarsanam, 2010). 

Initial learning costs are most often high, but the marginal value of learning increases with time and 

output. In the post-merger integration process, the organization is sharing knowledge and best practices 

among managers and the workforce, improving operational efficiency and increasing the knowledge and 

human capital in the firm. 

 

2.1.4 Transaction cost economies and vertical integration 

Firms have the option of either setting up internal production units and distribution networks, or they can 

enter into “arm’s lengths” transactions with external suppliers and distributors. This represents the “buy or 

make” decision of the firm (Sudarsanam, 2010). If a firm decides to “buy”, it can engage in vertical 

integration through acquiring relevant suppliers. Firms base their buy or make decision by evaluating 

comparative transaction costs of dealing with independent parties in the market, with costs related to 

setting up an equivalent organization internally. Both options generate costs for the transacting parties. 

Costs related to the “make” decision include transaction costs, costs of enforcement, monitoring and 

compliance costs, and may be difficult to estimate and recover in the event of a breach. The alternative of 

internalizing the process through vertical integration through either a backward or forward merger has a 

cost advantages compared to the market solution. This implies that firms engaging in vertical integrations 

have a competitive advantage over rivals using a market solution. Integrated solutions, however, has its 

limitations: In case of the merged entity only provides inputs or distribution services in-house, it may fail 

to exploit benefits from possible scale economies. 

 

2.2  OTHER PERSPECTIVES ON MERGERS 

There are several other perspectives and ways in which to dissect and analyze mergers. Sudarsanam 

(2010) discusses and categorizes a number of other perspectives for different usage applications.  

Finance theory, as an example, is a popular perspective that is particularly useful for explaining 

the conditions under which takeovers can provide discipline against self-interested behavior of top 

managers, and explains takeovers more as a disciplinary tool and a corporate control mechanism.  
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The managerial perspective on mergers is closely related to the agency model of the firm, and is 

particularly useful when explaining why mergers and acquisitions often fail to generate value for 

shareholders, which is a widely held view among researchers that is especially strong for acquiring firms. 

Mergers and acquisitions occur in the structural context present in each firm, which is affected by 

corporate culture and internal politics that may impact the choice of whether the company should engage 

in such transactions, which should in fact be based on unbiased analysis of the potential gains. The study 

by Goold and Campbell (Desperately Seeking Synergy, 1998) analyzes managerial biases in mergers such 

as the synergy bias, parenting bias, skills bias and the upside bias. 

The organizational perspective on mergers is closely related to the managerial perspective, and 

analyzes the quality of acquisition decisions and accounts for risks and biases involved when making 

decisions related to human aspects. 
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III  LITERATURE REVIEW – WHAT DOES THE RESEARCH SAY? 

 

3.1  REVIEW OF THE RESEARCH 

In this section, I review and discuss the most relevant research on the topic within the delimitations of this 

report. As discussed in section IV Methodology, the event study approach to measure value creation in 

mergers and acquisitions fails to determine the underlying sources of merger synergies, which is why I 

instead choose an accounting-based methodology in order to provide a more detailed analysis of the 

synergy creation in my main analysis. 

 

3.1.1 “How Do Mergers Create Value? A Comparison of Taxes, Market Power, and Efficiency 

Improvements as Explanations for Synergies” (Devos, Kadapakkam, Krishnamurthy, 2008) 

Devos et al. (2008) use a sample of 264 large mergers of unregulated industrial firms during 1980 – 2004, 

and estimate merger synergies by comparing the present value of the combined forecasted free cash flow 

for the target and the acquirer before the merger, with the present value of the forecasted cash flows for 

the post-merger entity. The difference constitutes the present value of the synergies estimated at the time 

of the merger. The projections of free cash flow include detailed information such as revenue, operating 

margin, capital structure and capital expenditures, allowing researchers to pinpoint the underlying sources 

of the merger synergies. They use estimates from the investment research firm Value Line when 

projecting cash flows (which in hindsight is proved to correspond well to the actual outcome). Moreover, 

using cash flow projections from an independent third-party source such as Value Line, rather than the 

projections from management, reduces the risk for a number of biases. Firstly, managers tend to be 

overconfident in general, and when engaging in mergers and acquisitions in particular. A selection bias is 

also avoided when using external projections, eliminating potential issues with management only 

disclosing information and potential synergies if it has a positive impact on the firm. Managers may also 

overestimate synergies and include cost savings and/or revenue increases that are in fact attributable to 

reasons unrelated to the merger. 

In order to calculate free cash flow projections for the mergers in the sample, they extract 

forecasts from Value Line for the following measures: 

 Sales (S) 

 Operating margin (OM) 

 Working capital (WC) 

 Depreciation (DEP) 

 Capital expenditure (CAPEX) 

 Long-term debt (DEBT) 
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When they have this information, they linearly interpolate sales to the values of S*OM, DEP, CAPEX, 

DEBT and WC/S. This procedure generates an annual series of capital cash flows: 

 

𝐶𝐶𝐹 = (𝑆 × 𝑂𝑀) × (1 − 𝑇𝑎𝑣𝑔) − 𝐼𝑁𝑉𝐸𝑆𝑇 + 𝐷𝐸𝐵𝑇 × 𝑅 × 𝑇𝑎𝑣𝑔, (1) 

 

where the first term is operating profit after tax, INVEST is investments in fixed assets and working 

capital net of depreciation, and the last term is the interest tax shield. In each merger, this CCF is projected 

for the two pre-merger entities as well as for the post-merger entity. The present value is calculated using 

the following equation: 

 

𝑃𝑉(𝐶𝐶𝐹) =
𝐶𝐶𝐹𝑡

(1+𝐾)𝑡
+

𝐶𝐶𝐹𝑛 ×(1 + 𝐼𝑛𝑓)

(𝐾−𝐼𝑛𝑓)×(1+𝐾)𝑛
, (2) 

 

where t ranges from 1 to n, and n is the year of the last available forecast. K is the cost of capital estimated 

using the CAPM with the respective asset beta, a market risk premium of 7%, and the yield of the 10-year 

treasury bond as risk-free rate. The terminal value of CCF is estimated using a perpetual growth rate equal 

to the long run rate of inflation (Inf), forecasted by the Federal Reserve. The estimate of total synergies are 

thus calculated as the difference between the present value of CCF for the combined post-merger firm (A 

+ T) and the sum of the pre-merger values for the acquirer (A) and the target (T): 

 

𝑇𝑜𝑡𝑎𝑙 𝑠𝑦𝑛𝑒𝑟𝑔𝑖𝑒𝑠 = 𝑃𝑉(𝐶𝐶𝐹𝑃𝑜𝑠𝑡𝑚𝑒𝑟𝑔𝑒𝑟,𝐴+𝑇 ) − 𝑃𝑉(𝐶𝐶𝐹𝑃𝑟𝑒𝑚𝑒𝑟𝑔𝑒𝑟,𝐴 + 𝐶𝐶𝐹𝑃𝑟𝑒𝑚𝑒𝑟𝑔𝑒𝑟,𝑇), (3) 

 

Devos et al. (2008) divide the estimated synergies into operational and financial synergies. A similar 

approach to the total estimation of synergies just presented is used to determine the contribution of 

operating and financial synergies: Operating synergies are defined as the increase in operating profits after 

tax less changes in capital expenditures, investments in working capital and the change in depreciation tax 

shield, whereas the change in interest tax shield is labeled as the only financial synergy. The present value 

of operating (financial) synergies is calculated by substituting the sum of the first term (last term) from 

Equation (1) for CCF in Equations (2) and (3). 

 

3.1.1.1 Decomposition of synergies 

Total synergies are the sum of two components: Operating synergies, arising from enhanced operating 

performance ultimately leading to increased operating cash flows; and financial synergies, arising from a 
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larger interest tax shield contributing to an increase in free cash flow. Operating synergies are split up into 

two subcategories: Revenue enhancements/cost reductions, and savings from cutbacks in investments. 

 

Table 1 – Main results 

 

Source: Table 3, Devos et al. (2008) 

 

The main results of Devos et al. (2008) are presented in Table 1 above. The results show that total 

synergies amount to 10.03%, where 1.64% and 8.38% is attributable to financial and operating synergies, 

respectively. The relatively small magnitude of financial synergies suggest that the increase in interest tax 

shield is not a major source of value creation following a merger. Operating synergies is divided into 

revenue increases and/or cost savings (productivity gains) and cutbacks in investments (efficient use of 

capital), where the latter have a relatively larger impact of 13.29%, whereas productivity gains actually 

have a negative impact on total synergies by -4.91%, however, with a low significance level. 

Nevertheless, it is interesting to see that revenue increases and cost savings is negatively affected on 

average following a merger or acquisition. This is puzzling since it is a commonly cited reason firms 

engage in mergers and acquisitions. Instead, according the results by Devos et al. (2008), the bulk of the 

synergy creation is attributable to cutbacks in investments. If the reductions are forced upon the firm 

through increase in leverage following the merger, it may, however, not be optimal. These results suggest 

that mergers generate benefits by improving resource utilization rather than transferring wealth to 

stockholders from the government, customers or suppliers.  

 Devos et al. (2008) also present results related to certain characteristics of the merging firms. 

They categorize mergers and pair them into focused and diversifying mergers, friendly and hostile 

mergers, merging firms’ relative size, and three other categories. Focused and diversifying mergers are 

often receiving much attention in research. They find that focused mergers are expected to create 

synergies of 14.4%, of which 13.2% are attributable to operating synergies and 1.3% to financial 

synergies. These results are similar to the results for the full sample. Operating synergies are again mainly 

attributable to cutbacks in investments, which are estimated to 16.2%. This increase is expected, as a 

merger between two similar firms would further increase opportunities to eliminate duplicate investments. 

For diversifying mergers on the other hand, total synergy gains are estimated at only 4.4%, and are not 
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significantly different from zero. The average synergies due to reduction in investments are 9.5%, but are 

offset by negative synergies of -7.4% attributable to changes in revenue and/or operating costs. What is 

also interesting is the finding that financial synergies in diversifying mergers are 2.2%, which constitutes 

almost half the total synergies in diversifying mergers. The relatively large importance of financial 

synergies in diversifying mergers is consistent with prior research (i.e. Lewellen, Wilbur G. (1971), A 

Pure Financial Rationale for the Conglomerate Merger; Shleifer, Andrei, Vishny, Robert (1992), 

Liquidation Values and Debt Capacity: A Market Equilibrium Approach) implying that diversified firms 

benefit from greater gains in the interest tax shield to a greater extent than focused mergers. One plausible 

explanation is that diversifying mergers reduce volatility in cash flows, thus decreasing the risk of the 

firm’s operations and correspondingly should increase the debt capacity of a conglomerate firm. 

 

Table 2 – Results divided into focused and diversifying mergers 

 

Source: Table 7, Devos et al. (2008) 

 

To sum up, Devos et al. (2008) suggest that mergers are expected to realize economically and statistically 

significant synergies. These synergies arise primarily from cutbacks in investments, which is part of 

operating synergies. Financial synergies due to tax reasons, and operational synergies in the form of 

productivity gains, are not economically or statistically significant for the full sample. Financial synergies 

for diversifying mergers, however, constitutes about half of the estimated synergies. 

 

3.1.2 “Does Corporate Performance Improve after Mergers?” (Healy, Palepu, Ruback, 1992)  

Healy et al. (1992) study the post-merger cash flow performance of acquiring firms and targets. They 

mention the inability of event studies to determine whether takeovers create real economic gains, and the 

inability to determine the sources of potential gains, as motivation behind their research. They claim that 

potential equity value gains may be the result from capital market inefficiencies arising when the stock 
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market reacts to merger and takeover announcements. Instead of the event study technique, they use post-

merger accounting-based data to test for changes in operating performance following a merger, and use 

data from the largest 50 US industrial public mergers during 1979 – 1984. 

Pre-tax operating cash flow as % of market value of total assets is used to capture changes in 

operating performance. They aggregate performance data of the target and the acquirer in the pre-merger 

period in order to obtain a pro-forma benchmark to compare with the post-merger performance of the 

merged entity. The difference is the change in operating performance attributable to the merger and is 

interpreted as the synergies created. There may be, however, external economy-wide and industry-specific 

factors affecting the performance in one or both periods. This means that changes in performance between 

periods may not necessarily be attributable to the merger. To mitigate these issues, Healy et al. (1992) use 

an industry benchmark and calculate the abnormal industry-adjusted performance for the two periods and 

compare the development. This industry-adjusted performance measure is more accurate when 

determining the effect of the merger on operating performance. The industry-adjusted performance is 

obtained by simply subtracting the industry median from the sample firms’ corresponding value for each 

year in the measurement period. The key results of the study are presented in Table 3 below. 

 

Table 3 – Main results 

 

Source: Table 2, Healy et al. (1992) 

 

The second Column in Table 3 reports the median pre-tax unadjusted operating cash flow returns for the 

merging firms in five years preceding and succeeding the merger. The pre-tax operating returns span from 

24.5% to 26.8% in the five year period preceding the merger, with a median of 25.3%. After the merger, 

pre-tax operating returns have decreased, ranging from 18.4% to 22.9% with a median of 20.5%. This 

decline is partly explained by the lower growth rate in cash flows compared to the expanding asset base in 

the post-merger period. This result may not be solely attributed to negative effects arising from merge, if 

there is a contemporaneous downward trend in industry cash flow returns. By introducing the industry 
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benchmark, the industry-adjusted returns are obtained which mitigates this issue. Columns three and four 

in Table 3 show industry-adjusted operating cash flow returns and the percentage of sample firms with 

positive industry-adjusted returns. By analyzing the industry-adjusted estimates, it is clear that firms that 

have undergone a merger have higher operating cash flow returns than the industry average in the post-

merger period, with values ranging between 3.0% and 5.3%, and a median of 2.8%. The percentage of 

positive industry-adjusted returns is well above the random expected value of 50%. Furthermore, there is 

no evidence of superior industry-adjusted returns in the pre-merger period, with estimates not statistically 

different from zero in four of the five pre-merger years and with an estimated median of only 0.3%. 

Healy et al. (1992) further try to determine the underlying reasons for the improvements in 

operating cash flow relative the industry benchmark. The results in Table 4 below suggest that the increase 

in industry-adjusted operating returns is attributable to an increase in asset turnover rather than 

improvements in operating margins. In the pre-merger period, the industry-adjusted median asset turnover 

rate is -0.2, implying that merging firms generated 20% less revenue per dollar unit of assets compared to 

the industry benchmark. In the post-merger period, the discrepancy is eliminated as merging firms have 

asset turnover rates in line with the industry benchmark. Moreover, the post-merger firms also have higher 

pre-tax operating margins than the industry benchmark, but these are not necessarily attributable to the 

merger itself since margins are higher also in the pre-merger period. The industry-adjusted margin is 

actually declining from 1.4% to 1.1%, indicating negative effects on margins attributable to the merger. 

 

Table 4 – Detailed results 

 

Source: Table 6, Healy et al. (1992) 

 

To summarize the study by Healy et al. (1992), the findings indicate that merged firms experience 

significant improvements in operating cash flow returns following a merger resulting from increased asset 

productivity relative to the industry benchmark. These improvements are particularly strong for 

transactions involving firms in overlapping businesses, which is consistent with the results on focused 

mergers by Devos et al. (2008). 
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3.1.3 “Sources of Synergy Realization in Mergers and Acquisitions: Empirical Evidence from Non-

Serial Acquirers in Europe” (Huyghebaert, Luypaert, 2013) 

Huyghebaert and Luypaert (2013) study the underlying sources of synergy realization in mergers and 

acquisitions. Similar to Devos et al. (2008) they too categorize synergies into operational and financial 

synergies. Huyghebaert and Luypaert (2013) distinguish between revenue-based, cost-based, and 

investment-based operational synergies by analyzing the change in revenue, operating expenses, 

investments in net working capital and tangible fixed assets. They estimate financial synergies as the 

change in the post-merger firm’s debt ratio (which is determining the magnitude of the interest tax shield). 

They use a three year measurement period following a transaction and a sample of 293 mergers and 

acquisitions by publically traded acquires in Europe during 1997-2005, of which the absolute majority is 

characterized as an acquisition rather than a merger. In order to estimate operational and financial 

synergies for each transaction without disrupting the data, they only include firms with a clean three year 

window in which acquirers did not engage in any further transactions of the kind. 

Revenue-enhancing synergies refer to the increase in the combined level of sales from 

integrating the operations of the two merging firms. This type of synergies may arise from sharing 

complementary resources. If a takeover engenders revenue-enhancement synergies, then the combined 

sales growth rate should exceed the growth rate of the two independent firms without the merger taking 

place. To identify abnormal changes in revenue, they use an industry benchmark, similar to Healy et al. 

(1992), to eliminate external effects unrelated to the merger. The results presented in Table 5 below show 

that the mean abnormal industry-adjusted growth rate is improving significantly in the years following a 

merger or acquisition. 

 

Table 5 – Revenue-enhancement synergies 

 

Source: Table 5, Huyghebaert and Luypaert (2013) 

 

Cost-based synergies may arise if two merging firms successfully manage to decrease their joint 

cost base following a merger. This can occur through increased economies of scale and/or economies of 

scope, discussed in section II Theory. The results presented in Table 6 below shows that the mean 

industry-adjusted operating costs as % of revenue is decreasing following the transaction. The operating 
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costs are between 1.4 and 1.8 percentage points below the industry benchmark following a merger or 

acquisitions. 

 

Table 6 – Cost-based synergies 

 

Source: Table 6, Huyghebaert and Luypaert (2013) 

 

Cutbacks in investments are another potential source of operating synergies resulting from a potentially 

more efficient use of capital. When two firms merge, they may be able to improve the efficiency in capital 

investments by sharing particular assets such as office buildings, production plants and machinery. 

Furthermore, net working capital may also improve since a larger firm may be able to negotiate better 

terms and conditions with suppliers and customers that will have a positive impact on the development of 

net working capital. 

 The results presented in Table 7 below show a more inefficient use of capital with a higher 

industry-adjusted net working capital as % of revenue for the second and third year following the 

transaction, implying an increase in capital tied up in the firm. 

 

Table 7 – Cutbacks in net working capital 

 

Source: Table 7, Huyghebaert and Luypaert (2013) 

 

Cutbacks in investments in tangible fixed assets presented in Table 8 below indicate an increase in capital 

expenditures net of depreciation, as the mean tangible fixed assets as % of revenue are increasing 

compared to the industry benchmark in the post-merger period. This result is in line with the trend in net 

working capital, implying that cutbacks in investments are in fact contributing negatively to operational 

synergies in the sample because of the increase. This result is in sharp contrast to Devos et al. (200(), who 

essentially draw the opposite conclusions that cutbacks in investments are the main driver of operating 

synergies in mergers. 
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Table 8 – Cutbacks in investments in tangible fixed assets 

 

Source: Table 8, Huyghebaert and Luypaert (2013) 

 

Finally, financial synergies may arise from an increase in the debt ratio of the combined firm. When two 

firms with less than perfectly correlated cash flows merge, the default risk tends to decline. Accordingly, 

the debt capacity grows larger and by relying more on debt to finance their assets and operations, they 

could realize a larger interest tax shield. Moreover, merging firms may be able to reduce their joint interest 

expenses and thus the cost of debt, particularly when the income of the combined entity is less risky than 

that of the stand-alone pre-merger firms. Together with the increased interest tax shield, this allows for 

further reducing the cost of capital. 

The results in Table 9 below presents convincing evidence that post-merger firms rely more on 

debt, particularly long-term debt, in the post-merger period relative the industry benchmark. Merging 

firms and acquired businesses almost always settle existing debt in such transaction, allowing the post-

merger entity to choose a new debt level of their choice when renegotiating the debt. 

 

Table 9 – Financial synergies 

 

Source: Table 9, Huyghebaert and Luypaert (2013) 

 

To sum up the results from Huyghebaert and Luypaert (2013), they find that profitability margins are 

increasing since the industry-adjusted revenue increase as well as industry-adjusted costs are decreasing in 

the transactions in their sample. This implies that they find evidence of synergies related to operating 
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performance. Moreover, industry-adjusted investments in net working capital are increasing, while the 

industry-adjusted change in tangible fixed assets are too increasing. This implies increased investments, 

rather than cutbacks in investments relative the industry benchmark. These results are contrary to the 

findings of Devos et al. (2008). Lastly, Huyghebaert and Luypaert (2013) present findings of increasing 

industry-adjusted debt ratios in the post-merger period, indicating positive financial synergies, in line with 

the results of the previous research discussed above. 

 

3.1.4 “The Long-Term Performance of Horizontal Acquisition” (Capron, 1999) 

Capron (1999) analyzes the value creation in 253 horizontal mergers and acquisitions undertaken by 

European or US manufacturing firms between 1988 and 1992. In his study he focuses on the impact on 

asset disposals and resource redeployment in the post-merger period as a source of synergy creation. Asset 

disposals are another method of measuring capital efficiency, since firms may be able to operate with a 

smaller asset base as a combined larger entity. Furthermore, cutbacks in personnel can be viewed as 

increasing operational efficiency, since the merging firms may be able to produce the same or a larger 

output with less staff employed.  

The analysis focus on the extent of asset divesture and cutbacks in staff within five functions of 

a business: R&D, manufacturing, distribution, sales networks and administrative services. Asset disposals 

and cutbacks in staff are divided into thresholds of above either 10% or 30%. As presented in Table 10 

below, the magnitude of the post-merger divestures and cutbacks vary significantly among the five 

different functions of the firm. Manufacturing, logistics and administrative functions are showing the 

highest rate of disposal of assets and staff.  

 

Table 10 – Main results 

 

Source: Table 3, Capron (1990) 
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Taken together, the results are convincingly showing that assets are divested and cutbacks in staff exists to 

some extent within all business functions in the post-merger period. The divestures are appearing in an 

asymmetrical manner, with assets of the target are three to five times more likely to be divested than the 

acquirer’s assets. The results in Capron (1990) are indicating positive operational synergies in the form of 

cutbacks in investments, but the study does not analyze the effect on profitability margins. The study also 

indicates positive financial synergies due to the increased debt ratios.  

 

3.1.5 “An Operations Process Framework for International M&A Value Creation” (Srai, 

Bertoncelj, Fleet and Gregory, 2010) 

Srai et al. (2010) develop a framework for understanding operational aspects of international mergers and 

acquisitions. A company is expected to be better managed after the post-merger integration process, and 

improvements in corporate performance are expected. They define the key value contributors in this 

process that are used to measure the effects on operational improvements and value contribution following 

a merger. According to Srai et al. (2010), mergers and acquisitions should be driven by factors which add 

value in terms of measurable increments in free cash flow (defined as the after-tax operating profit plus 

non-cash deductions, less investments in net working capital and capital projects). Free cash flow is then 

discounted to obtain the change in present value. In order to enhance the value of a firm following a 

merger, they purpose that management should focus primarily on revenue growth, operating efficiency, 

working capital management and capital investments in the firm’s operations. To measure changes in 

these sources and thus estimating the change in value attributable to the merger, they use the measures 

presented in Table 11 below. 

 

Table 11 – Key value contributors in M&A 

 

Source: Table 9, Srai et al. (2010) 

 

The factors presented in Table 11 above can be divided into financial or operational synergies in the same 

manner as Devos et al. (2008). The desired decline in tax on operating factors can be considered as a 

financial synergy. Revenue growth and margin improvements are categorized as operational synergies 

related to profitability, while asset reduction and working capital adjustments are categorized as 

operational synergies related to cutbacks in investments.  
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3.2  THE EVENT STUDY APPROACH 

The bulk of the research on value- and synergy creation in mergers and acquisitions are event studies of 

the stock price reactions to the merger or acquisition announcement (Bruner, 2002, Does M&A Pay? A 

Survey of Evidence for the Decision-Maker). Event studies measure the return to shareholders following 

the event, which in this case is the first public announcement of a merger or acquisition. The return to 

shareholders is defined as the increase in market capitalization including any dividends. The abnormal 

return is the return to shareholders less the expected return according to the capital asset pricing model, or 

alternatively the return of a benchmark. One is able to measure any additional shareholder value created 

by analyzing the share price pattern and the abnormal return of the target and/or the acquirer (depending 

on whether they are publically traded) during the period leading up to the first public announcement of the 

deal (the event), and then compare with the development of the abnormal return in the corresponding 

period following the announcement. Event studies essentially measure the stock market participants’ 

forward-looking assumption of the present value of additional cash flows created in the announced 

transaction, estimated at the time of the announcement. 

 

3.2.1 Limitations to the event study approach for measuring value creation 

Several problems with the event study approach to estimating synergies in mergers and acquisitions have 

been identified. Firstly, this research method can only be applied to transactions where either the acquirer 

and/or target are publically traded and thus have available market values, thereby excluding a majority of 

all mergers and acquisitions. Secondly, changes in market value as a measure of total synergies created in 

a transaction is just a proxy for the actual synergies created and thus the economic value added. This 

proxy reflects the aggregated expectations about a transaction’s effect on future cash flow generation by 

the participants on the stock market and is not necessarily a correct view of the transaction’s capability to 

create additional value, or the actual outcome in hindsight. Moreover, many studies have confirmed that 

mergers and acquisitions occur in waves (Østergård, 2010, Mergers & Acquisitions – Value Creations 

Through the Realization of Synergies), where the share price reaction to a specific transaction in a certain 

cycle may be very different from the reaction during a different part of the cycle or perhaps in another 

market climate. Lastly, and most interestingly, event studies say nothing about the underlying sources of 

value creation and the impact on corporate performance. While the change in market values provides an 

estimate for the magnitude of the synergy and value creation, it says nothing about how, when and where 

synergies are created. Nevertheless, event studies measuring the change in market value and the return to 

shareholders following an announcement is relatively easy to conduct and constitutes a direct and concrete 

impact on shareholder value that are widely used in research. Therefore, I include an event study in the 

analysis, which is a nice complement to the accounting-based study of the synergy creation.  
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IV METHODOLOGY – MY APPROACH 

After considering the methodologies and results from the research reviewed in section III, I develop a 

framework for how to estimate synergies and correspondingly the value creation in mergers. Furthermore, 

I provide a framework for measuring a merger’s impact on corporate performance. By analyzing the effect 

on corporate performance in combination with the estimates of the synergy creation, a broader foundation 

of the overall impact and the additional value created (or destroyed) in a merger is presented. For this 

framework, I suggest using a number of accounting- and cash flow-based performance measures for 

analyzing the effect on corporate performance and thus the underlying sources of synergy creation. 

 

4.1 ESTIMATING MERGER SYNERGIES 

Similar to previous research, I choose to divide merger synergies into operating and financial synergies in 

order to make a first segmentation between the underlying sources. I further divide operating synergies 

into two categories to make a distinction between different operating effects: 

 Operating synergies – Operating performance 

Mergers can lead to improvements in operating performance resulting in increased revenue 

and/or reduced operating costs, expanding profitability margins and ultimately operating cash 

flows. 

 Operating synergies – Capital investments 

Mergers can lead to improvements in capital efficiency, resulting in reductions in unnecessary 

capital investments accumulating additional capital, as well as lower maintenance costs related 

to an unnecessary large asset base. 

 Financial synergies  

Mergers can lead to an increase in the use of debt financing, implying a lower cost of capital for 

the firm (at sustainable debt levels). An increase in leverage can lead to an expansion of the 

interest tax shield and the depreciation tax shield, reducing tax expenditures and thus improving 

free cash flow. Additionally, it may lower the weighted average cost of capital for a firm. 

 

In the rest of this section, I suggest an approach for estimating merger synergies as well as the effects on 

corporate performance following a merger, divided into the three categories described above. 

 

4.2  ESTIMATING OPERATING MERGER SYNERGIES 

Definition of operating synergies to be estimated: 
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Operating synergies equal the sum of the change in operating profit after tax and the change in capital 

investments. Change in capital investments equal the sum of the change in capital expenditures and the 

change in investments in net working capital. 

 

Operating synergies aim at estimating the impact on operating performance and capital efficiency 

following a merger. When estimating financial synergies, I calculate the impact on depreciation and 

interest tax shields, which together with operating synergies constitutes the change in free cash flow to the 

firm. Hence, the estimates of synergy creation is a method for calculating the change in free cash flow, 

which is conventionally the most important factor determining firm value (given the firm’s level of risk 

and cost of capital).  

More explicitly, operating synergies are calculated as:  

 

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑠𝑦𝑛𝑒𝑟𝑔𝑖𝑒𝑠 =  

𝛥𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥 −  𝛥𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠 −  𝛥𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠 𝑖𝑛 𝑛𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 

 

where the first term aims at estimating the effect on productivity and profitability, and the two last terms 

aims at estimating the effect on capital efficiency and use of capital. The terms constituting operating 

synergies are calculated as follows:  

 

𝛥𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥 = ∑(𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥𝑡+1 +

 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥𝑡+2 +  … +

 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥𝑡+𝑛) – ∑(𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥𝑡−1  + 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥𝑡−2  +

 … +  𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥𝑡−𝑛) 

 

Δ𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠 = ∑(𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠𝑡+1  + 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠𝑡+2  +  … +

 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠𝑡+𝑛) – ∑(𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠𝑡−1  + 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠𝑡−2  +  … +

 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠𝑡−𝑛) 

 

Δ𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠 𝑖𝑛 𝑛𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 

∑(𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠 𝑖𝑛 𝑛𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡+1  + 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠 𝑖𝑛 𝑛𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡+2  +  … +

𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠 𝑖𝑛 𝑛𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡+𝑛) – ∑(𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠 𝑖𝑛 𝑛𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡−1  +

 Investments in net working capitalt−2  + …  +  Investments in net working capitalt−n)  
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Change in investments in net working capital measures the additional amount of cash invested in short-

term non-interest-bearing operating assets net of non-interest-bearing short-term operating liabilities 

between two consecutive years required for day-to-day business operations. Investments in net working 

capital are calculated as: 

 

𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠 𝑖𝑛 𝑛𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡 = 𝑁𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡  – 𝑁𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡−1 

where 

𝑁𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑡  = 

(𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠𝑡 −  𝑠ℎ𝑜𝑟𝑡 𝑡𝑒𝑟𝑚 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑎𝑠𝑠𝑒𝑡𝑠𝑡)  −  (𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠𝑡

−  𝑠ℎ𝑜𝑟𝑡 𝑡𝑒𝑟𝑚 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠𝑡) 

 

Period t is the year of the merger and n is the final year in the post-merger period and the first year in the 

pre-merger period. Note that effects from the year of the merger are excluded, primarily due to simplicity, 

since measurement problems will arise concerning assigning effects to either pre- or post-merger events 

when analyzing pro-forma statements for the year of the merger. 

Estimates in the pre-merger period are calculated as the sum of the two separate entities’ 

respective parameters for each year preceding the merger, making estimates in the pre-merger period 

comparable to estimates in the post-merger period.   

 

4.3  ESTIMATING FINANCIAL MERGER SYNERGIES 

Definition of financial synergies to be estimated: 

Financial synergies equal the sum of the changes in interest tax shield and the depreciation tax shield. 

 

Financial synergies arising in a merger comprises changes in interest and depreciation tax shields. In a 

merger, the leverage and the interest expenses may change, as the corporate debt is often renegotiated. 

Moreover, mergers may bring changes in effective tax rate that will too affect tax shields. Changes in 

depreciation and interest tax shields are important since they affect taxable income and thus taxes paid, 

and therefore also free cash flow. By adding the change in financial synergies to the change in operating 

synergies, the effect on free cash flow is obtained.  

Financial synergies are calculated as: 

 

𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑠𝑦𝑛𝑒𝑟𝑔𝑖𝑒𝑠 =  

∆𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑 + ∆𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑 

where 
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∆𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑 =  

∑(𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡+1  +  𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡+2 +  … 

+  𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡+𝑛)

−  ∑(𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡−1  +  𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡−2 + … 

+  𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡−𝑛) 

and 

∆𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑 =  

∑(𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡+1  +  𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡+2 + … +  𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡+𝑛)

− ∑(𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡−1  +  𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡−2 + …

+  𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡−𝑛) 

where 

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡  =  𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠𝑡  ∗  𝐸𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒𝑡 

and 

𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑡𝑎𝑥 𝑠ℎ𝑖𝑒𝑙𝑑𝑡  =  𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠𝑡  ∗  𝐸𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒𝑡 

 

4.4  ESTIMATING THE IMPACT ON CORPORATE PERFORMANCE 

Operating synergies in the form of marginal improvements stem from one or both of two sources: 

Revenue enhancements and cost reductions. Mergers may generate efficiency gains that are easily 

measurable in the form of increased revenue growth and reduction in the merged firm’s cost base, 

resulting in expanding profitability margins of the post-merger entity. Realization of positive synergies 

leading to expanding profitability margins will result in increased operating cash flows, ceteris paribus. By 

identifying the absolute effect on revenue, EBITDA and cash flow, it is easy to test the infamous “2+2=5” 

synergy theory. If no revenue synergies are present (positive or negative), the revenue of the post-merger 

entity would simply equal the sum of the two separate entities’ revenue (i.e. 2+2 would equal 4, not 5). 

These are measures of operating efficiency and profitability. Moreover, I measure the effect on return on 

assets and return on equity following a merger. These are other profitability measures illustrating the 

effect for shareholders in relation to the equity they have put into the firm as well as the total capital 

deployed into the firm’s assets, capturing the ability for the firm to generate net income to shareholders 

given the amount of resources tied up in the company. 

If positive, these types of operating synergies arise through a wealth transfer to the firm from 

customers and suppliers. Operating synergies in the form of marginal improvements can be traced back 

and explained by underlying sources of either increased economy of scale; increased economy of scope; 
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increased economy of learning; or improved transaction cost economies and efficient post-integration – 

concepts discussed in section II of this report. 

 

4.4.1 Performance measures for estimating the effect on operating performance 

As previously mentioned, operating synergies related to profitability margin improvements are relatively 

easy to measure: It is income- or costs-related accounting- or cash flow-based factors available on the 

income and cash flow statements. To give an idea of a merger’s impact on productivity, it is practical to 

analyze these measures in relation to for example revenue and assets, thereby constructing relative 

efficiency and productivity measures that make comparisons between firms an easy task. 

As absolute measures used for tracking the development in these types of operating synergies, I 

have selected the following measures: 

 Revenue 

 EBITDA 

 Operating cash flow 

 Free cash flow 

 

By analyzing the development in these measures, one will get a good view of the direct impact on the 

firm’s operations following a merger. Next, I set these measures in relation to the total assets of the firm in 

order to measure the impact on productivity. I also analyze the effect of EBITDA and operating cash flow 

in relation to revenue. Moreover, I investigate the impact on profitability for shareholders by analyzing the 

net income as % of common equity and total assets: 

 Revenues as % of assets 

 EBITDA as % of assets 

 Operating cash flow as % of assets 

 EBITDA as % of revenue 

 Operating cash flow as % of revenue 

 Net income as % of common equity 

 Net income as % of assets 

 

4.4.2 Estimating the impact on capital investments and internal efficiency 

The second source of operating synergies is a more efficient use of capital and reductions in abundant 

capital investments following a merger. Through combining two firms and their assets, the post-merger 

entity avoids duplicating investments in some assets and may find efficiencies in combining their working 

capital. The post-merger entity might even be able to dispose some redundant assets when merging, as 
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discussed in the paper by Capron (1999) presented in section 3.1.4. Capital efficiencies and reductions in 

capital investments are also relatively easy to measure. A more efficient use of capital will lead to savings 

in capital expenditures that will unleash capital tied up in the company’s fixed assets and net working 

capital.  

Furthermore, I have selected a range of balance sheet performance measures intended to capture 

the effect on internal efficiency and market power relative a firm’s suppliers and customers. I have also 

selected a set of measures for analyzing the impact on short-term liquidity risk. 

 

4.4.3 Capital expenditures 

When two firms merge they may be able to share some of their assets for joint operations, and thus reduce 

the total asset base and correspondingly related capital expenditures required to maintain the assets. 

Furthermore, merging firms should be able to at least maintain production levels with the reduced post-

merger asset base, thereby reducing the average cost per output and increasing economies of scale. Capital 

expenditures are a recurring source of cash outflow, and if merging firms could decrease the level of cash 

spent on capital investments, it would be a permanent increase in the level of free cash flow in future 

periods. 

In order to measure the impact on capital expenditures, I analyze the direct effect and absolute 

level in capital expenditures following a merger. I set capital expenditures in relation to revenue and fixed 

assets to obtain a relative measure that tracks the level of capital expenditures regardless if the company is 

expanding or reducing its asset base, which also enables comparison between different mergers. Selected 

measures used for analyzing the effect on capital expenditures include: 

 Capital expenditures 

 Capital expenditures as % of revenue 

 Capital expenditures as % of fixed assets 

 

4.4.4 Investments in net working capital, market power and internal efficiency 

Merging firms creating a larger company may increase their joint market power that they could use to put 

pressure on suppliers and customers in order to improve terms and conditions to their benefit. Simply by 

being a larger company, the post-merger entity is a relatively more important customer and supplier to the 

firm’s stakeholders and could take advantage of its enhanced position when negotiating terms and 

conditions. If the post-merger entity gains enough market power, it may i.e. negotiate shorter payment 

periods to customers in order to collect cash faster; demand its own credit time to suppliers to increase; or 

require faster delivery of inputs used for production and thereby could decrease inventories held at any 
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given time, etc. In this way, increased market power can contribute to improved capital efficiency and 

unleash capital tied up in short-term operating assets and liabilities.  

Furthermore, larger firms might find it worthwhile putting additional efforts in managing net 

working capital, which could improve the efficiency of the company. Measures used for analyzing the 

impact on net working capital, defined in section 4.2, include: 

 Net working capital 

 Net working capital as % of revenue 

 

The effect on market power as well as the effect on internal efficiency and short-term liquidity risk 

following a merger is estimated by analyzing the development in a range of primarily balance sheet-based 

performance measures serving as proxies, including: 

 Current ratio 

 Quick ratio 

 Cash conversion cycle 

 Days sales outstanding 

 Days payables outstanding 

 Days inventory outstanding 

 Accounts receivables turnover ratio 

 Accounts payables turnover ratio 

 Inventory turnover ratio 

 

The respective performance measures are calculated as: 

 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑟𝑎𝑡𝑖𝑜𝑡  =  
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠𝑡

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠𝑡
 

 

𝑄𝑢𝑖𝑐𝑘 𝑟𝑎𝑡𝑖𝑜𝑡  =  
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠𝑡  −  𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦𝑡

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠𝑡
 

 

𝐶𝑎𝑠ℎ 𝑐𝑜𝑛𝑣𝑒𝑟𝑠𝑖𝑜𝑛 𝑐𝑦𝑐𝑙𝑒𝑡  = 

𝐷𝑎𝑦𝑠 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔𝑡 + 𝐷𝑎𝑦𝑠 𝑠𝑎𝑙𝑒𝑠 𝑜𝑢𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔𝑡 − 𝐷𝑎𝑦𝑠 𝑝𝑎𝑦𝑎𝑏𝑙𝑒𝑠 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔𝑡 

where 

𝐷𝑎𝑦𝑠 𝑠𝑎𝑙𝑒𝑠 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔𝑡 =
365

𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑖𝑜𝑡
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and 

𝐷𝑎𝑦𝑠 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔𝑡 =
365

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑖𝑜𝑡
 

and 

𝐷𝑎𝑦𝑠 𝑝𝑎𝑦𝑎𝑏𝑙𝑒𝑠 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔𝑡 =
365

𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 𝑝𝑎𝑦𝑎𝑏𝑙𝑒 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑖𝑜𝑡
 

and 

𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑖𝑜𝑡 = 

 
𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑡

(𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 & 𝑁𝑜𝑡𝑒𝑠 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑡  +  𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 & 𝑁𝑜𝑡𝑒𝑠 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑡−1) 2⁄  
 

and 

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑖𝑜𝑡  =
𝐶𝑜𝑠𝑡 𝑜𝑓 𝑟𝑒𝑣𝑒𝑛𝑢𝑒𝑡

(𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦𝑡 + 𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦𝑡−1) 2⁄
 

and 

𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 𝑝𝑎𝑦𝑎𝑏𝑙𝑒 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑖𝑜𝑡 =
𝐶𝑜𝑠𝑡 𝑜𝑓 𝑟𝑒𝑣𝑒𝑛𝑢𝑒𝑡 + 𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦𝑡 − 𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦𝑡−1

(𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 𝑝𝑎𝑦𝑎𝑏𝑙𝑒𝑡 +  𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 𝑝𝑎𝑦𝑎𝑏𝑙𝑒𝑡−1) 2⁄
 

 

4.4.5 Asset disposals 

Firms may find themselves having redundant assets which they can divest following a merger. Assets 

related to activities such as research and development, manufacturing, distribution, logistics, sales 

networks and administrative services are examples of business functions whose assets may be subject to 

reductions through disposal decisions following a merger. The post-merger entity will seek to rationalize 

its operations, including its assets base, and may be able to dispose some assets in order to avoid duplicate 

functions. Asset disposals are more likely in focused mergers where the merging firms have similar 

business functions and specialized assets in place. Divesting duplicate assets would unleash capital that 

will be available to the firm’s shareholders. Asset disposals in mergers are related to the potential of 

increases in economy of scale and scope. Potential disposals (taking into account depreciation and capital 

expenditures) can be estimated by analyzing the development in: 

 Total assets 

 Fixed assets 

 

4.4.6 Estimating the effect on liabilities and leverage 

To estimate financial synergies, I analyze the merger’s effect on leverage and the impact on the interest 

tax shield, which is directly dependent on the interest expenses and the applied leverage. According to tax 

policy in most jurisdictions, a portion of a firm’s operating income is protected from income tax due to the 
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deductibility of interest expenses paid on debt. Hence, if the debt level (and naturally the interest 

expenses) increase, the amount of income shielded from tax increases, and free cash flow is increasing 

correspondingly. Moreover, the other type of tax shield is the depreciation tax shield. Depreciation 

expenses are non-cash expenses that reduce taxable income and thus taxes paid, similar to the interest tax 

shield. It ultimately comes down to maximizing free cash flow, and both types of tax shields contribute 

positively to cash flow through reducing tax expenses.  

I analyze the effect on interest-bearing debt, both as an absolute measure but also in relation to 

the firm’s assets, as well as the interest-bearing debt net of cash as % of EBITDA, which is a common 

ratio measuring a firm’s leverage. Furthermore, I analyze the impact on interest expenses and the effective 

tax rate following a merger.  

 

4.4.7 Leverage 

Outstanding debt to creditors is often repaid or renegotiated following a merger. The terms and conditions 

on debt before a merger takes place are based on the current risks and circumstances at the time of the 

debt issue or lending; but when a company undergoes a structural change such as a merger or a large 

acquisition, risks and circumstances change meaning that the debt usually must be renegotiated. Debt as a 

financing vehicle is most often, up to a certain point, a cheaper source of financing than equity in terms of 

required return (Berk, Jonathan and DeMarzo, Peter, Corporate Finance, 2011). Therefore, increasing 

leverage is considered a positive synergy effect due to declining cost of capital for the firm, in addition to 

the increase in interest tax shield. When analyzing the impact on leverage following a merger, the 

development in the following performance measures are studied: 

 Interest-bearing liabilities as % of assets 

 Net interest-bearing debt as % of EBITDA 

 Interest expenses as % of two year-average interest-bearing liabilities 

 

4.4.8 Interest tax shield 

The interest tax shield is directly dependent on the interest expenses and the effective tax rate. Financial 

synergies in the form of increased interest tax shield can be realized when two firms merge and increase 

the post-merger firm’s debt ratio, compared to the combined debt ratio of the two pre-merger entities. 

When two firms with less than perfectly correlated cash flows combine, their joint default risk tend to 

decline, allowing them to apply a greater leverage since their debt capacity increases (Berk, Jonathan and 

DeMarzo, Peter, Corporate Finance, 2011). By relying more on debt financing, greater savings from a 

larger interest tax shield is made possible. As stated before, it comes down to reducing taxes paid and thus 

increase the free cash flow. Furthermore, if two merging firms create a new firm that is deemed less risky 
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by creditors, the interest rate on debt should decline, ceteris paribus, which would not only reduce the 

interest paid per unit of debt but also reduce the overall cost of capital required to finance the firm. In 

order to measure the impact on leverage and the interest tax shield, defined in section 4.3, the following 

measures are analyzed: 

 Interest tax shield 

 Interest expenses 

 Effective tax rate 

 

4.4.9 Depreciation tax shield 

The depreciation tax shield is calculated by following the same approach as when calculating the interest 

tax shield. An expanding depreciation tax shield result in increased free cash flow, since depreciation 

expenses, which are non-cash expenses, are reducing taxable income and thus also tax expenses. 

Following a merger, the depreciation expenses will most likely be affected in line with the changes in 

fixed tangible assets and the level of capital expenditures. Both types of tax shields, however, are only 

relevant for firms with positive pre-tax profit. The depreciation tax shield is affected by the effective tax 

rate, discussed in the analysis of the interest tax shield, as well as depreciation expenses. The measure 

used for tracking the impact on the depreciation tax shield is therefore simply: 

 Depreciation tax shield 

 

4.4.10 Another note on tax incentives 

An additional note on taxes and tax incentives in mergers is worth making: Merging firms may be better 

able to optimize their tax planning activities as a post-merger entity, especially in mergers between firms 

belonging to different tax jurisdictions. By using deviations in tax legislation, the post-merger entity 

should seek to minimize total tax expenses. Furthermore, two merging firms may be able to use their tax 

provisions more efficiently in order to minimize net tax payables, alternatively to maximize net loss carry 

forwards, ultimately minimizing total tax expenses over a foreseeable period of time. There are several 

real-life examples of mergers and acquisitions largely driven by these incentives, for example the recent 

public offer by Pfizer to the shareholders of AstraZeneca (Linebaugh, Kate and Hoffman, Liz (2014), 

Pfizer’s AstraZeneca Bid Marks Tax-Fueled Trend in Cross-Border Deals: U.S. Firms Seek Acquisitions 

Abroad to Lower Their Tax Bills, The Wall Street Journal). These types of financial synergies constitute a 

wealth transfer from the government to the firm. It could be misleading, however, to analyze the 

development of tax expenses in absolute values following a merger, since they are expected to be highly 

correlated with pre-tax profits. In other words, increasing profits following a merger would also increase 
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the absolute level of income tax paid, making them less interesting to analyze compared to the effective 

tax rate. 

 

4.5 UNIT OF MEASUREMENT 

Before estimating merger synergies, underlying financial data must be converted into the same currency 

(if financial statements in the sample are stated in different currencies). I suggest data to be converted into 

the currency that is most convenient to use in each specific study. In my analysis, I convert financial 

statements in other currencies to the preferred currency by using the end-of-year currency exchange rate 

for each year in the measurement period. Fluctuations in foreign exchange rates between years will impact 

the magnitude and value of the synergies, but since synergies are measured over a time period of several 

years, fluctuations tend to even out over time. However, to minimize the impact of fluctuating exchange 

rates, financial data in its original currency should be used when calculating relative performance 

measures such as growth rates and profitability margins when analyzing the effect on corporate 

performance. 

The respective estimates for the separate entities in the pre-merger period should be summed 

together in order to make the post-merger entity comparable to the pre-merger period. Similarly, for 

relative performance measures such as ratios and profitability margins aimed at estimating the effect on 

corporate performance, the mean for the separate entities should be calculated in the pre-merger period in 

order to be comparable to the post-merger entity. I suggest using the simple arithmetic mean for capturing 

the total effect on the performance measures. One could argue for weighting means in the pre-merger 

period in order to obtain results where the larger pre-merger entity is relatively more important, however, 

this would bias the results towards the weighting-factor, be it revenue, assets or similarly. If it is a merger 

of two firms with large differences in size, however, a weighting factor in the pre-merger period could be 

considered. 

Synergies estimated in the post-merger period is expressed both in absolute values but also as % 

of the sum of the corresponding measures in the pre-merger period, to illustrate how much the synergies 

have grown relative to the period preceding the merger. By expressing the created synergies as a 

percentage increase (or decrease), the synergy creation in mergers of any size, type or currency is 

comparable. 

 

4.6  MEASUREMENT PERIOD 

A measurement period when analyzing synergies must be selected. Much of the previous research within 

the area uses a three- or five year period succeeding the merger for determining synergy effects. In order 

to allow for synergies arising in the merger to be fully realized on the financial statements, I argue that a 
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five year period is a suitable time frame for capturing the merger synergies. The risk with using a longer 

measurement period, however, is that the further away from the merger one measures, the more influences 

from factors unrelated to the merger are included in the synergy estimates that will distort the result. In the 

analysis in section VII, I compare the results from the five year measurement period with the results from 

a three year period to see if there are any significant differences between synergy estimates in the two 

measurement periods. 

Not all prior research compares the post-merger performance with the pro-forma pre-merger 

performance of the separate entities. Even if they compare the post-merger performance with an industry-

benchmark, they will be unable to make conclusions on the causality of merger synergies since they cannot 

compare the results with the performance if a merger would not have taken place. In my opinion, the post-

merger performance must also be compared to the pro-forma pre-merger performance of the separate 

entities. Moreover, I compare the results to an industry benchmark, introduced next, in order to exclude 

effects from external factors unrelated to the merger when estimating merger synergies, and thus produce 

an industry-adjusted abnormal estimate of the merger synergies. 

 

4.7 IMPROVING CAUSALITY – INTRODUCING THE INDUSTRY BENCHMARK 

The sum or mean (depending on if it is a relative measure or an absolute measure) for the pre-merger 

entities and the post-merger firm should be compared and analyzed, and drive results. However, it is 

difficult to obtain causal results of merger synergies purely based on the unadjusted estimates and the 

effect on corporate performance. The obvious challenge is the issue of isolating effects from the merger 

from other events – both external and internal. Remember the objective of the study: To estimate merger 

synergies and the impact of a merger on corporate performance. In other words, the objective is to 

measure the effects strictly from the merger, and thus one should seek to isolate these effects in order to 

obtain unbiased results that are not distorted by other factors. As an illustrative example, imagine that 

profit margins are consequently larger for the post-merger entity compared to the mean of the two pre-

merger entities; how much of the increase is due to positive synergies from the merger and how much is 

due to other, perhaps even external factors? One can mitigate this problem by using an industry 

benchmark. In addition to estimating the actual merger synergies and the effect on corporate performance, 

one should also compare the results with an industry benchmark. In this way, the issues with influences 

from external economy-wide and industry-specific factors are overcome. If the industry-adjusted 

performance improves in the post-merger period compared to the corresponding pre-merger period, 

improvements are not due to external factors that are affecting the entire industry in a given direction. The 

industry-adjusted change in performance, i.e. the performance relative the industry peers, is therefore 



35 

 

more important than the actual change when estimating merger synergies and the effect on corporate 

performance. 

It is also important to investigate whether synergy creation and improvements in corporate 

performance may be due to internal events unrelated to the merger, falsely assigning too large values to 

merger synergies. I suggest financial data in the sample should be adjusted for significant internal 

corporate events such as larger acquisitions and divestures in the research period to the largest possible 

extent, in order to obtain as accurate estimates of the merger synergies as possible. Huyghebaert and 

Luypaert (2013), for example, exclude mergers from the sample where the post-merger entity makes any 

acquisition in the post-merger measurement period. 

The industry-adjusted estimates of the synergies and the industry-adjusted impact on corporate 

performance are calculated simply by deducting the estimated values for the industry benchmark from the 

estimated values in the sample for each type of synergy and performance measure. The industry 

benchmark should consist of a peer group that is comparable to the companies in your sample in terms of 

business model and risk. 

 

4.8  THE EVENT STUDY APPROACH TO ESTIMATING MERGER SYNERGIES 

Since the event study methodology is the most conventionally used approach for estimating value creation 

in mergers and acquisitions, I include an event study in the analysis to further strengthen the results 

underlying the conclusions on synergy creation. I calculate the weighted cumulative abnormal return 

(including any dividends paid in the period) for the merging firms’ market capitalization and analyze the 

level before and after the merger. Cumulative abnormal returns (CAR) are calculated as the rebased actual 

returns less the expected return in period t: 

 

𝐶𝑢𝑚𝑢𝑙𝑎𝑡𝑖𝑣𝑒 𝐴𝑏𝑛𝑜𝑟𝑚𝑎𝑙 𝑅𝑒𝑡𝑢𝑟𝑛𝑖,𝑡   =  𝑅𝑒𝑏𝑎𝑠𝑒𝑑 𝑎𝑐𝑡𝑢𝑎𝑙 𝑟𝑒𝑡𝑢𝑟𝑛𝑖,𝑡  −  𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑟𝑒𝑡𝑢𝑟𝑛𝑖,𝑡 

where 

𝑅𝑒𝑏𝑎𝑠𝑒𝑑 𝑎𝑐𝑡𝑢𝑎𝑙 𝑟𝑒𝑡𝑢𝑟𝑛𝑖,𝑡 =
𝑆ℎ𝑎𝑟𝑒 𝑝𝑟𝑖𝑐𝑒𝑖,𝑡  +  𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑖,𝑡

𝑆ℎ𝑎𝑟𝑒 𝑝𝑟𝑖𝑐𝑒𝑖,𝑡−1  +  𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑖,𝑡−1
 × 100 

 

The expected return is calculated based on the capital asset pricing model: 

 

𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑟𝑒𝑡𝑢𝑟𝑛𝑖,𝑡 =  

 𝑅𝑖𝑠𝑘 𝑓𝑟𝑒𝑒 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒𝑖,𝑡 +  𝛽𝑖 × (𝑀𝑎𝑟𝑘𝑒𝑡 𝑟𝑒𝑡𝑢𝑟𝑛𝑖,𝑡  −  𝑅𝑖𝑠𝑘 𝑓𝑟𝑒𝑒 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒𝑖,𝑡) 
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where the risk-free interest rate in this study is represented by the three months domestic interest rate earned 

on deposits in period t, and the beta in the entire measurement period is calculated as: 

𝛽𝑖  =  
𝐶𝑜𝑣(𝑅𝑒𝑡𝑢𝑟𝑛𝑖 , 𝑅𝑒𝑡𝑢𝑟𝑛𝑚𝑎𝑟𝑘𝑒𝑡)

𝑉𝑎𝑟(𝑅𝑒𝑡𝑢𝑟𝑛𝑚𝑎𝑟𝑘𝑒𝑡)
 

 

The weighted cumulative abnormal return is the cumulative abnormal return for the two merging firms in 

each period t, with market capitalization used as weighting factors in order to illustrate the net effect on 

shareholder value: 

 

𝑊𝑒𝑖𝑔ℎ𝑡𝑒𝑑 𝐶𝐴𝑅𝑡  =  𝑤𝑖,𝑡  ×  𝐶𝐴𝑅𝑖,𝑡  +  𝑤𝑗,𝑡  ×  𝐶𝐴𝑅𝑗,𝑡 

where 

𝑤𝑖,𝑡 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝𝑖,𝑡

𝑀𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝𝑖,𝑡 +  𝑀𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝𝑗,𝑡
 

and 

𝑤𝑗,𝑡 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝𝑗,𝑡

𝑀𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝𝑖,𝑡 +  𝑀𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝𝑗,𝑡
 

 

The weighted CAR is essentially an estimate of the present value of the synergies created in the merger 

estimated by the stock market participants at the time of the first public announcement of the transaction. 

Similarly to the accounting- and cash flow-based synergies and corporate performance measures discussed 

in this section, underlying financial data should be converted to the most convenient currency to use in the 

study. Additionally, a measurement period must also be selected. Most event studies calculate the 

cumulative abnormal return in a time period leading up to the announcement and a correspondingly long 

period following the announcement. The change in market capitalization at the day of the announcement is 

also of interest. However, sometimes there are rumors surrounding a merger announcement, leading to a 

drift in share price due to speculative behavior by the market. Therefore, it is interesting to analyze the 

development of the share price for a reasonable period preceding the first public announcement. In the event 

study in the analysis in section 7.10, I chose to analyze the cumulative abnormal returns for a 50 trading 

days-period before and after the first public merger announcement, which is a commonly used time period 

in similar event studies. Additionally, I measure the immediate return following the announcement by 

comparing market values for the day before and the day following the announcement. 
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V  DATA DESCRIPTION 

In an analysis of merger synergies following the methodology described in section IV, I conduct a case 

study of a specific merger rather than using a larger data set. By analyzing a specific merger, investigating 

underlying causes behind the results more thoroughly is made possible. This enables deeper insights into 

the details of synergy realization and the post-merger integration process. On the downside, however, 

performing the analysis on a larger data set would allow for conclusions about synergy creation on a more 

aggregate level. A case study can serve as an example of how to perform a study according to this 

methodology and provides results relevant only for a specific merger. In my analysis, I have selected the 

merger between the Danish company Aarhus United A/S and the Swedish company Karlshamn AB in 

2005, creating the Sweden based AarhusKarlshamn AB. I use a five year measurement period preceding 

and succeeding the merger in my main analysis, meaning that I analyze data from between 2000-2010. 

The financial data used in the study is extracted from the Bloomberg or directly from the companies’ 

annual reports. The underlying accounting statements and financial data used in this study is presented in 

Appendix – Table 1-6. 

 

5.1  DATA FROM THE MERGER CREATING AARHUSKARLSHAMN AB 

In section VII Empirical results, I calculate and analyze merger synergies and the effect on corporate 

performance following the merger between Aarhus United A/S and Karlshamn AB in 2005. The post-

merger entity is a public Swedish company traded on the Stockholm Stock Exchange since the merger 

completion, reporting financial data in Swedish Kronor. The pre-merger entity Karlshamn AB was, up 

until the merger, also a Swedish company traded on the Stockholm Stock Exchange which too reported in 

Swedish Kronor. Aarhus United A/S on the other hand, was a Danish company traded on the Copenhagen 

Stock Exchange reporting in Danish Kronor. Due to the circumstances in this case, I choose to conduct the 

analysis in Swedish Kronor by converting financial data for Aarhus United. I make the corresponding 

changes to the financial statements of the companies in the peer group when computing the industry 

benchmark. The data underlying the calculations for Aarhus United and Karlshamn in the analysis is 

extracted from Bloomberg and is presented in Appendix – Table 1-3. 

 

5.2  INDUSTRY BENCHMARK DATA 

The primary function of the industry benchmark is to provide a mean for eliminating non-merger related 

external effects when estimating merger synergies. It should be constructed to capture industry- and 

economy-wide effects impacting corporate performance. Hence, it is important that the industry 

benchmark is composed of companies with comparable businesses and risks that are affected in the same 

way by external events and the overall economy as the sample firms in the analysis. It is convenient to 
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choose an industry benchmark consisting of publically traded companies, or another index or data set 

where the availability of detailed financial data is not an issue. For my analysis in section VII, I have 

decided to construct the industry benchmark based on the peer group for AarhusKarlshamn AB applied in 

the Bloomberg Terminal as of April 2014. The selected firms in the peer group are too global companies 

operating within the same or similar niche as AarhusKarlshamn, making them relevant and comparable. 

 

Table 12 – Industry benchmark composition 

 

In order to be able to compare merger synergies and the effect on corporate performance to the industry 

benchmark, I collect the corresponding financial data for the peer companies and convert data to Swedish 

Kronor, and undertake the same calculations as for AarhusKarlshamn. The data for the peer companies are 

presented in Appendix – Table 4-6. 

 

5.3  EVENT STUDY DATA 

When calculating the cumulative abnormal returns for the stocks of Aarhus United and Karlshamn around 

the merger announcement in the event study, I extract share price data including any dividends for the 50 

trading days preceding and succeeding the first public announcement date of the merger (26th of May 

2005). When calculating the expected return following the capital asset pricing model, briefly explained 

and defined in section 4.8, I use different proxies for the market return and the risk-free rate for Aarhus 

United and Karlshamn since they are based in different countries. For Aarhus United, I use the Danish 

three months interest rate CIBO03M as proxy for risk-free return and the large cap index for the 

Copenhagen stock exchange OMXC20 as proxy for the market return. For Karlshamn, I use the equivalent 

Swedish interest rate STIB3M and the large cap Stockholm stock exchange index OMXS30. The 

respective market index includes any dividends paid in the period similarly to the individual share price 

data. The data for the indices, share prices and interest rates just mentioned is extracted from Bloomberg. 

Before estimating the cumulative abnormal returns for the respective stocks, I convert Aarhus United’s 

share price into SEK by using the average DKK/SEK exchange rate in the period in order to obtain 

weighting factors used to calculate the weighted cumulative abnormal return described in section 4.8. The 

data and the underlying calculations for the event study in section 7.10 is presented in Appendix – Table 

7.  

Industry peers Original currency

Archer Daniels Midland Company (US) USD

Bunge (US) USD

Corbion (NL) EUR

Unilever (NL) EUR

SunOpta (CA) USD

Associated British Foods (UK) GBP
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VI  BACKGROUND ON THE MERGER OF AARHUS & KARLSHAMN 

Before presenting the results on the analysis of the case study, I give a brief overview of the merger and 

the respective entities involved. 

 

6.1  OVERVIEW OF KARLSHAMN AB 

As a separate entity before the merger, Karlshamn was one of the world’s leading producers of high value-

added specialty vegetable oils and fats used in a large number of applications sold to customers in a wide 

range of industries. The majority of customers, however, operate in the food, chocolate, cosmetic, animal 

feeds and technical industries. Before the merger, Karlshamn had three business units: Oils & Fats, 

Technical Products and Feed Materials. Oil & Fats manufactures and sells specialty fats to the food, 

chocolate and confectionery industries, as well as to customers in the cosmetics and pharmaceutical 

segments. Technical Products processes and markets oil and fats destined mainly for technical 

applications. Feed Materials processes and markets vegetable proteins and fat raw materials for the animal 

feed industry. Karlshamn’s headquarter and largest production facility was located in Karlshamn, Sweden. 

Additionally, Karlshamn had a production facility in Hull, UK and one in Zaandijk, the Netherlands. In 

2004, 640 of the group’s 787 average number of employees were located in Sweden. By the end of 2004, 

Karlshamn’s largest shareholder was Melker Schörling AB, with 30.9% of the shares, controlled by the 

Schörling family. The detailed financial history of Karlshamn is presented in Appendix – Table 1-3. 

 

Figure 1 – Karlshamn revenue split 2004 

 

 

6.2  OVERVIEW OF AARHUS UNITED A/S 

Before the merger with Karlshamn, Aarhus United was a multinational company engaged in the 

extraction, refining and production of vegetable oils. Before the merger, Aarhus United was structured as 

a country-based organization, in contrast to the business unit-oriented matrix organization of Karlshamn. 

Aarhus United consisted of 14 group companies in multiple countries that not until 2004 change their 
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names to include Aarhus United. With the country-based organization as the primary organizational 

structure divider, Aarhus United operated in three primary segments: Specialty Fats, Bulk Oils and 

Foodservice. Aarhus United extracts, refines and produce vegetable oils for producers of end products 

within the respective segments. In 2004, 510 of the group’s 1,717 average number of employees were 

located in Denmark. By the end of 2004, Aarhus United’s largest shareholder was United International 

Enterprises A/S with 45.9% of the shares. United International Enterprises is controlled by the Bek-

Nielsen family, which has been active in the vegetable industry since 1950 and operates palm plantations 

in Malaysia and other countries. The detailed financial history of Aarhus United is presented in Appendix 

– Table 1-3. 

 

Figure 2 – Aarhus United revenue and income split 2004 

 

 

6.3  MERGER BACKGROUND AND RATIONALE 

In August 2004, the Bek-Nielsen family decided to sell the company and wanted to find a buyer for its 

holding in Aarhus United who could better utilize the full potential of the company. At that time the 

company had recently undergone a successful structural change, and all country-unites were showing a 

high level of profitability. Karlshamn, with Melker Schörling as principal shareholder, saw unexploited 

potential in Aarhus United and was simultaneously searching for acquisition opportunities to help enter 

larger international markets in order to make better use of Karlshamn’s technology base. Karlshamn 

carried out an in-depth analysis of the prospects of acquiring Aarhus United, and the analysis pointed out 

the value of combining the two companies and highlighted considerable scope for obtaining synergies. 

Melker Schörling engaged in discussions with the Bek-Nielsen family, and being the principal 

shareholders of the respective companies, they agreed to merge Aarhus United A/S and Karlshamn AB to 

form AarhusKarlshamn AB.  

 The merger was realized through a direct offer for the shares of each company in return for cash 

or shares in the newly formed company. In technical terms, Aarhus United was acquired by Karlshamn 
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and became a subsidiary of Karlshamn after the merger. The merger was welcomed by the market and the 

firms’ shareholders, and was accepted by 94.3% of Aarhus United’s shareholders and 98.2% of 

Karlshamn’s shareholders. After completing the merger, Schörling and Bek-Nielsen jointly controlled 

39.3% of the shares in AAK. 

 The merger enabled the establishment of the world’s largest company for high value-added 

specialty vegetable fats. Both Aarhus United and Karlshamn were performing well with their products in 

their respective segments and had achieved a lot in the area of specialty fats, moving away from bulk 

products with a low degree of refinement and lower profitability margins. Karlshamn had worked 

purposefully since 2001 on developing its organization, moving away from weak task-orientation towards 

a stronger focus on technology and productivity. Karlshamn had strengthened its international image, and 

achievements in a number of product areas had made the company ready for the next big step. Even 

though Aarhus United operated further upstream in the value chain closer to the commodity, the two 

merging companies, who had been competitors for many decades in some areas, realized that it was better 

to join forces instead of being fierce competitors, and complemented one another both geographically and 

in terms of products. The principal shareholders expected the merger to generate cost as well as revenue 

synergies. 
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VII  EMPIRICAL RESULTS 

 

7.1  MAIN RESULTS OF SYNERGY CREATION 

By following the methodology presented in section IV when conducting the case study of the merger 

between Aarhus United and Karlshamn, the analysis shows evidence of positive synergy creation that are 

realized in the five year post-merger period. In this section, I present the results from the analysis as well 

as the impact on corporate performance following the merger. 

 Total industry-adjusted synergies amount to +45.5% in the five year post-merger period. The 

synergy creation for AAK amounts to +6.1%, whereas the industry benchmark experienced a decline in 

the corresponding parameters by -39.4%. The absolute merger synergies amount to SEK 37.0 million for 

AAK.  

 Total industry-adjusted operating synergies, defined in sections 4.2 and 4.8, amount to +64.3% 

in the five year post-merger period. This is equivalent to an absolute increase of SEK 30.0 million, or 

+28.1%, as presented in Table 13 below. The corresponding change in the industry benchmark is a 

decrease in total operating synergies by -36.2%.  

 The industry-adjusted financial synergies, defined in sections 4.3 and 4.8, amount to +48.2%. 

This is equivalent to an absolute increase of SEK 7.0 million, or +1.4%. The corresponding change in the 

industry benchmark is a decrease in total financial synergies by -46.8%. When adding up operating and 

financial synergies, total industry-adjusted synergies created in the merger are estimated to +45.5%. 

 

Table 13 – Total merger synergies 

 

 

Figure 3 – Total merger synergies 

 

(%) Synergies AAK Peers AAK Peers

Total operating synergies 64.3 Pos. 28.1 -36.2 30 -56,479

Total financial synergies 48.2 Pos. 1.4 -46.8 7 -31,700

Total synergies 45.5 Pos. 6.1 -39.4 37 -88,179

Industry-adjusted Change (%) Change (SEK million)
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In the rest of this section, I present the results of the estimated merger synergies and discuss them in detail. 

I will also present the estimated effect on corporate performance. Lastly, in section 7.10, I present the 

results of an event study of the share price reactions to the first public announcement of the merger. 

 

7.2  OPERATING SYNERGIES 

By following the methodology developed in section IV when estimating operating synergies, the results of 

the merger show an increase in industry-adjusted operating synergies by +64.3% in the five year period 

following the merger. The absolute change in operating synergies for AAK was +28.1%, which is 64.3 

percentage points greater than the industry benchmark, which experienced a decline by -36.2%. The 

absolute increase in the underlying factors comprising operating synergies was SEK 30 million in the 

period succeeding the merger compared to the corresponding pre-merger period. The increase in operating 

profit after tax (SEK 1,075 million) had the largest impact on operating synergies, with capital 

expenditures (SEK 653 million) and investments in net working capital (SEK 392 million) following. A 

simple t-test shows that the investments in net working capital for both AAK and the industry peers is not 

statistically significant. The increase for AAK in operating profit after tax is of somewhat lower statistical 

significance (-1.49), whereas all other parameters is of strong statistical significance. If we would exclude 

investments in net working capital in our estimates, the absolute increase for AAK would instead be 

+56.7%, equivalent to an increase of SEK 1,728 million. The corresponding increase for the industry 

benchmark would equal +34.3%, leaving us with an industry-adjusted increase of +19.7%. 

 

Table 14 – Operating merger synergies 

 

 

Figure 4 – Operating merger synergies 

 

(%) Synergies AAK Peers AAK Peers AAK Peers

Operating profit after tax 42.2 Pos. 64.1 21.9 1,075 57,774 -1.49 -3.37

Capital expenditures -18.1 Pos. 47.7 65.8 653 68,203 -2.72 -4.02

Investments in net working capital -961.5 Pos. 193.9 1,155.3 392 46,051 -0.23 -0.50

Total operating synergies 64.3 Pos. 28.1 -36.2 30 -56,479 - -
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64%
48%

194%

22%

66%

1155%
0%

40%

80%

120%

160%

200%

Operating profit
after tax

Capital expenditures Investments in net
working capital

AAK Peers



44 

 

AAK experienced a significant increase in the level of operating synergies by +28.1%, while the industry 

benchmark experienced a decline by -36.2% in the corresponding parameters. This implies that AAK 

substantially outperformed its industry benchmark in the period following the merger. Of the parameters 

composing operating synergies, AAK outperformed its industry benchmark on all components: The 

increase in operating profit after tax was 42.2 percentage points greater; the increase in investments in net 

working capital was 961.5 percentage points lower; and the increase in capital expenditures was 18.1 

percentage points lower, compared with the industry benchmark. Hence, the larger increase in operating 

profit after tax as well as the relatively lower increase in spending on capital expenditures and net working 

capital contributed to a better development for AAK in the post-merger period. The vast difference in 

investments in net working capital between AAK and the industry benchmark might be explained by 

unfavorable variations for the industry peers compared to AAK in the measurement period. Due to the 

nature of the industry, companies may during certain years invest heavily in working capital if a company 

is building up a large supply of commodity for input goods in one year, or if prices vary significantly. 

These kind of fluctuations may explain the large difference between the pre- and post-merger periods, 

leading to the vast difference of 961.5 percentage points when comparing AAK with the industry 

benchmark. Furthermore, investments in net working capital is of very weak statistical significance. The 

magnitude of this parameter is also the smallest of the three types of operating synergies, affecting total 

operating synergies by SEK 392 million (compared with SEK 1,075 and 653 million for AAK in the other 

two parameters). 

 

7.2.1 Details on operating synergies 

By dissecting operating synergies and analyze the development of individual components year by year, 

one can draw further conclusions on which operating synergies have the greatest impact on total merger 

synergies. Operating profit after tax, presented in Table 15 Panel A, is relatively stable preceding the 

merger. In the post-merger period, however, the operating profit after tax is substantially more volatile. 

Capital expenditures, presented in Panel B in the same table, are relatively stable in both periods, although 

at a higher absolute level in the post-merger period. Investments in net working capital, presented in Panel 

C, are relatively stable preceding the merger with a mean just above zero, while becoming highly volatile 

in the post-merger period with a large positive outlier in the second year and a large outlier in the opposite 

direction in the fourth year in the post-merger period. The outliers seem to be unrelated to the pattern in 

the industry benchmark for operating profit after tax and capital expenditures. The development in 

investments in net working capital on the other hand, seems to follow a similar pattern as the industry 

benchmark, at least for the outliers.  
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 The fluctuation in the respective parameters is consistently higher in the post-merger period, as 

indicated by the increased coefficients of variation, which are consistently higher for AAK than the 

industry peers. Also worth noting is that the volatility in terms of coefficient of variation is higher 

compared to the industry benchmark in the post-merger period across most parameters, indicating that the 

merger brings not only positive operating synergies but also greater uncertainty. 

 

Table 15 - Operating profit after tax, capital expenditures and investments in net working capital 

 

 

 

7.3  FINANCIAL SYNERGIES 

Industry-adjusted financial synergies, presented in Table 16, increased by +48.2% compared to the five 

year pre-merger period. The actual increase in financial synergies was +1.4%, which is 48.2 percentage 

points greater than the industry benchmark decline of -46.8%. The absolute change in the underlying 

factors comprising financial synergies was an increase by SEK 7 million in the period succeeding the 

merger compared to the corresponding five year pre-merger period. The increase in interest tax shield 

(SEK 17 million) had the largest impact on financial synergies compared to the decrease in the 

depreciation tax shield (SEK -10 million). This result suggests that the merger is having a positive impact 

on financial synergies, although the impact on total merger synergies is relatively little, since operating 

synergies amount to SEK 30 million but financial synergies only SEK 7 million. Note, however, that a 

simple t-test indicates weak statistical significance for the change in these parameters between the pre- and 

post-merger periods for AAK, as presented in Table 16 below. 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 413 55,200 -5 - 266 21,231 -5 - 222 -8,916

-4 - 276 46,335 -4 - 268 23,935 -4 - 39 28,863

-3 - 391 54,702 -3 - 344 20,720 -3 - -55 -9,584

-2 - 295 49,769 -2 - 229 18,743 -2 - 19 -5,657

-1 - 303 57,681 -1 - 262 19,015 -1 - -23 -719

SUM n.a. 1,677 263,687 SUM n.a. 1,370 103,643 SUM n.a. 202 3,986

Mean - (335) (52,737) Mean - (274) (20,729) Mean - (40) (797)

Std dev. - (55) (4103) Std dev. - (38) (1866) Std dev. - (96) (14379)

CV - (16.5) (7.8) CV - (13.7) (9.0) CV - (238.1) (1803.7)

+1 - 251 57,739 +1 - 462 24,797 +1 - 97 6,373

+2 - 517 62,630 +2 - 549 28,382 +2 - 1,197 23,730

+3 - 284 72,768 +3 - 368 37,812 +3 - 252 56,613

+4 - 1,020 60,077 +4 - 316 39,906 +4 - -921 -47,975

+5 - 680 68,248 +5 - 328 40,949 +5 - -31 11,296

SUM n.a. 2,752 321,462 SUM n.a. 2,023 171,845 SUM n.a. 594 50,037

Mean - (550) (64,292) Mean - (405) (34,369) Mean - (119) (10,007)

Std dev. - (283) (5495) Std dev. - (89) (6531) Std dev. - (676) (33874)

CV - (51.3) (8.5) CV - (21.9) (19.0) CV - (569.0) (338.5)

t-stat - -1.49 -3.37 t-stat - -2.72 -4.02 t-stat - -0.23 -0.50

Change 42.2 (pp) 64.1% 21.9% Change -18.1 (pp) 47.7% 65.8% Change -961.5 (pp) 193.9% 1,155.3%

Panel C: Investments in net working capital (SEK million)Panel A: Operating profit after tax (SEK million) Panel B: Capital expenditures (SEK million)
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Table 16 – Financial merger synergies 

 

 

Figure 5 – Financial merger synergies 

 

AAK’s leverage is substantially higher following the merger, and AAK pays higher interest expenses 

(discussed later in section 7.6.7). AAK is also experiencing a simultaneous increase in the effective tax 

rate. All of these factors have a positive impact on tax shields, contributing to the positive impact on 

financial synergies following the merger. The corresponding parameters for the industry benchmark is 

declining, implying a lower interest tax shield for the industry peers. The industry benchmark’s interest 

tax shield is decreasing by -54.8% in the post-merger period, while AAk’s increased by +11.4%, leaving 

us with an industry-adjusted increase in the interest tax shield by +66.2%. 

The absolute change in depreciation tax shield, defined in section 4.3, is declining in the post-

merger period, contrary to the interest tax shield. AAK’s depreciation tax shield declines by SEK 10 

million, or -2.9%. The depreciation tax shield for the industry benchmark however, is declining even 

more. The decline for the industry peers is -40.6%, resulting in the industry-adjusted increase in the 

depreciation tax shield of +37.6%. This result shows that the change in depreciation tax shield is, relative 

the industry benchmark, positive in the post-merger period and thus contributes positively to the synergy 

creation. 

 

7.3.1 Details on financial synergies 

Similarly to the factors composing the operating synergies discussed above, the interest tax shield is also 

relatively stable in the period preceding the merger, whereas the volatility increases in the post-merger 

period. The increase in interest tax shield has a relatively large impact on total synergies, especially when 

(%) Synergies AAK Peers AAK Peers AAK Peers

Interest tax shield 66.2 Pos. 11.4 -54.8 17 -16,193 -0.28 3.01

Depreciation tax shield 37.6 Pos. -2.9 -40.6 -10 -15,506 0.08 2.34

Total financial synergies 48.2 Pos. 1.4 -46.8 7 -31,700 - -

t-valuesIndustry-adjusted Change (SEK million)Change (%)

11%

-3%

-55%

-41%

-60%

-40%

-20%

0%

20%

Interest tax shield Depreciation tax shield

AAK Peers
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considering that the magnitude of the interest tax shield is small compared to the factors composing the 

operating synergies. 

 Depreciation tax shield has limited impact on operating synergies due to the small magnitude; 

nevertheless, it is not fluctuating much in the pre-merger period while it is more volatile following the 

merger.  

 

Table 17 – Interest tax shield and depreciation tax shield 

 

 

7.4  SUMMING UP THE EFFECTS ON MERGER SYNERGIES 

When summing up the synergies created in the merger between Aarhus United and Karlshamn, estimated 

by following the methodology developed in section IV, I can conclude that the industry-adjusted synergies 

are large and positive. According to my analysis, total merger synergies amount to +45.5% in the five year 

post-merger period. The absolute increase for Aarhus United and Karlshamn amounts to SEK 37 million, 

or +6.1%. Of the total absolute merger synergies, operating synergies contributed with SEK 30 million, 

equivalent to an increase by +64.3%, and financial synergies contributed with SEK 7 million, equivalent 

to an increase by +48.2%. The total decline for the corresponding parameters in the industry benchmark 

amounted to -39.4%, where operating synergies declined by -36.2% and financial synergies by -46.8%. 

It is clear that, according to this method of estimating merger synergies, positive synergies was 

created in the merger when measuring in a five year period. Both operating and financial synergies was 

affecting the total synergies positively, and operating synergies represented the largest increase as well as 

the largest contribution to the total increase. 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 37 5,694 -5 - 80 9,493

-4 - 32 9,433 -4 - 61 8,723

-3 - 27 6,567 -3 - 60 10,837

-2 - 34 4,948 -2 - 81 5,157

-1 - 19 2,912 -1 - 60 4,026

SUM n.a. 148 29,554 SUM n.a. 343 38,236

Mean - (30) (5,911) Mean - (69) (7,647)

Std dev. - (6) (2136) Std dev. - (10) (2610)

CV - (21.6) (36.1) CV - (14.3) (34.1)

+1 - 35 2,229 +1 - 97 3,733

+2 - 59 2,714 +2 - 14 4,236

+3 - 0 3,042 +3 - 0 4,867

+4 - 57 2,753 +4 - 134 4,866

+5 - 14 2,623 +5 - 87 5,028

SUM n.a. 165 13,361 SUM n.a. 333 22,729

Mean - (33) (2,672) Mean - (67) (4,546)

Std dev. - (23) (263) Std dev. - (51) (489)

CV - (70.3) (9.8) CV - (76.8) (10.7)

t-stat - -0.28 3.01 t-stat - 0.08 2.34

Change 66.2 (pp) 11.4% -54.8% Change 37.6 (pp) -2.9% -40.6%

Panel B: Depreciation tax shield (SEK million)Panel A: Interest tax shield (SEK million)
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7.5  LIMITATIONS TO THE METHODOLOGY 

The results from the analysis on merger synergies have their limitations. Although it is possible to 

measure if a specific merger are creating positive synergies compared to the industry benchmark in the 

post-merger period, one cannot be certain whether the same underlying measures are constantly higher (or 

lower) than the industry benchmark also before the merger. Therefore, I choose to complement the 

analysis by studying the industry-adjusted change in corporate performance in the post-merger period 

compared with the corresponding pre-merger period. By combining the results just presented with the 

results from an analysis of the impact on corporate performance, I provide a broader view and a stronger 

foundation for making more accurate conclusions when estimating the impact from the merger. 

 

7.6  IMPACT ON CORPORATE PERFORMANCE 

Next, I present results from an analysis of the merger’s impact on corporate performance by following the 

methodology presented in section 4.4. I compare the performance for AAK and the industry benchmark in 

both periods, as well as the differences between the pre- and post-merger periods. This analysis will 

provide a broader picture to the estimated merger synergies in this section, and will constitute a stronger 

foundation when determining the overall effects of the merger. 

 

7.6.1 Impact on operating performance 

The effect on parameters related to operating performance and profitability in both the pre- and post-

merger five year periods are presented in Table 18 below. It is clear that growth in the absolute measures 

revenue, EBITDA and cash flow is substantially higher for AAK compared to the industry benchmark. 

when sum of the pre- and post-merger periods. The industry-adjusted growth for AAK in revenue and 

EBITDA is +19.7% and +45.1%, respectively. Operating cash flow and free cash flow experienced an 

industry-adjusted growth of +14.9% and +9.2%, respectively. The absolute growth for all measures except 

free cash flow is positive for both AAK and the industry peers when comparing the two periods, and the 

increase is significantly greater for AAK compared to the industry benchmark, especially the growth in 

EBITDA and operating cash flow. 

The impact on profitability measures, however, is more dubious. The industry-adjusted growth 

in EBITDA as % of revenue and as % of assets is positive +1.0 and +1.8 percentage points, respectively, 

whereas the industry-adjusted growth in operating cash flow as % of revenue and as % of assets is both 

declining by -1.4 percentage points. The industry-adjusted net income as % of assets are declining by -1.3 

percentage points, probably due to the large increase in the asset base of AAK, whereas industry-adjusted 

net income as % of common equity increases significantly by +8.7 percentage points. 
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Table 18 – Operating performance 

 

 

Figure 6 – Industry-adjusted operating performance: Comparing pre- and post-merger periods 

 

7.6.2 Details on operating performance – growth measures 

As discussed above, revenue and EBITDA increases substantially following the merger, with an absolute 

increase between the two periods of +59.9% and +55.1%, respectively, while the industry benchmark 

experienced revenue and EBITDA growth of +40.2% and +10.0%, respectively. In other words, AAK 

outgrew its peers by 19.7 percentage points on the top line and by 45.1 percentage points in EBITDA 

growth. The increase in revenue and EBITDA is of relatively strong statistical significance. Revenue and 

EBITDA are highly stable in the pre-merger period similar to the industry benchmark, while fluctuation in 

revenue increases in the post-merger period. As indicated by the coefficients of variation, EBITDA is 

much more volatile in the post-merger period as well as compared to the industry benchmark in the post-

Change t+1 to t+5 t-5 to t-1 Synergies Change t+1 to t+5 t-5 to t-1 t-values Change t+1 to t+5 t-5 to t-1 t-values t+1 to t+5 t-5 to t-1

Growth measures (%) (%) (%)

Revenue 19.7 19.7 - Pos. 59.9 59.9 - -4.77 40.2 40.2 - -3.21 AAK -

EBITDA 45.1 45.1 - Pos. 55.1 55.1 - -1.56 10.0 10.0 - -1.37 AAK -

Operating cash flow 14.9 14.9 - Pos. 15.5 15.5 - -0.16 0.6 0.6 - -0.03 AAK -

Free cash flow 9.2 9.2 - Pos. -25.2 -25.2 - -0.03 -34.4 -34.4 - 1.18 AAK -

Profitability measures (pp) (pp) (pp)

EBITDA as % of revenue 1.0 -0.7 -1.7 Pos. -0.3 7.4 7.8 0.22 -1.3 8.1 9.4 3.92 Peers Peers

EBITDA as % of assets 1.8 1.9 0.1 Pos. 0.1 12.3 12.2 -0.04 -1.7 10.3 12.0 3.97 AAK AAK

Revenue as % of assets -1.0 16.5 17.5 Neg. 5.7 161.3 155.6 -0.67 6.7 144.8 138.1 -1.06 AAK AAK

Operaing cash flow as % of revenue -1.4 -1.2 0.2 Neg. -1.9 3.6 5.5 3.92 -0.5 4.8 5.3 0.62 Peers AAK

Operating cash flow as % of assets -1.4 0.8 2.2 Neg. -2.1 6.6 8.7 0.36 -0.7 5.8 6.5 0.54 AAK AAK

Net income as % of assets -1.3 -1.4 -0.2 Neg. -0.7 4.4 5.0 0.39 0.6 5.8 5.2 -1.01 Peers Peers

Net income as % of common equity 8.7 -1.0 -9.7 Pos. 3.0 14.2 11.2 -0.53 -5.7 15.2 20.9 2.65 Peers Peers

Best levelAAK PeersIndustry-adjusted
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merger period. The absolute growth in revenue seems to occur in the first three post-merger years, while 

the largest contribution to EBITDA growth occurs in the last two years of the five year post-merger 

period. 

 

Table 19 – Revenue and EBITDA 

 

 

The operating cash flow is relatively stable in the pre-merger period and experienced an increase by 

+15.5%, whereas the growth for the industry peers is just above zero. The operating cash flow in the post-

merger period is more volatile, with a significant contribution to the total post-merger operating cash flow 

occurring in the fourth year following the merger. The same pattern of fluctuation in operating cash flow 

between years is observed also in the industry benchmark. The free cash flow, on the other hand, is 

experiencing a pattern of declining levels between the two periods. The free cash flow for the industry 

benchmark decrease by -34.4%, compared to AAK who decreases its free cash flow by -25.2%, leaving us 

with an industry-adjusted change of +9.2%. The industry-adjusted increase implies that positive synergies 

exist also in free cash flow, even though the level of absolute free cash flow is decreasing for AAK 

following the merger. The coefficient of variation is consistently higher for AAK, and is increasing to 

even higher levels in the post-merger year, which is in line with most parameters previously discussed. 

Fluctuation in free cash flow in the post-merger period for AAK is increasing significantly, with negative 

cash flow in the first three years in the post-merger period. In the fourth year following the merger, 

however, AAK experiences a great positive contribution to free cash flow, which is correlating well with 

the sharp increase in EBITDA in the same year. The statistical significance, however, is weak. 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 8,144 774,164 -5 - 586 89,493

-4 - 9,053 914,835 -4 - 783 112,034

-3 - 9,274 854,535 -3 - 754 105,112

-2 - 8,790 875,312 -2 - 659 96,667

-1 - 9,650 845,173 -1 - 661 86,975

SUM n.a. 44,912 4,264,020 SUM n.a. 3,443 490,282

Mean - (8,982) (852,804) Mean - (689) (98,056)

Std dev. - (505) (46,043) Std dev. - (71) (9,415)

CV - (5.6) (5.4) CV - (10.3) (9.6)

+1 - 10,929 894,683 +1 - 648 92,373

+2 - 13,005 1,017,661 +2 - 1,031 103,066

+3 - 17,207 1,455,999   +3 - 526 122,520

+4 - 15,884 1,346,603 +4 - 1,878 104,173

+5 - 14,808 1,264,939 +5 - 1,258 117,139

SUM n.a. 71,833 5,979,885 SUM n.a. 5,341 539,271

Mean - (14,367) (1,195,977) Mean - (1,068) (107,854)

Std dev. - (2,202) (208,629) Std dev. - (482) (10,746)

CV - (15.3) (17.4) CV - (45.2) (10.0)

t-stat - -4.77 -3.21 t-stat - -1.56 -1.37

Change 19.7 (pp) 59.9% 40.2% Change 45.1 (pp) 55.1% 10.0%

Panel A: Revenue (SEK million) Panel B: EBITDA (SEK milliono)
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Table 20 – Operating cash flow and Free cash flow 

 

 

7.6.3 Details on operating performance – profitability measures 

The larger revenue growth compared to EBITDA growth between the two periods for AAK implies a 

contracting EBITDA margin, which is confirmed by the analysis. EBITDA as % of revenue declined from 

7.8% to 7.4% in the post-merger period, as presented in Table 21 Panel A. For the industry benchmark, 

however, EBITDA as % of revenue declines even more, implying a positive industry-adjusted effect. For 

the industry peers, the mean value decreased from 9.4% to 8.1%, which are both higher absolute levels 

than AAK. Another profitability margin presented in Table 21 Panel B, operating cash flow as % of 

revenue, is declining from 5.5% to 3.6% in the post-merger period. The peers are also experiencing a 

contracting margin, from 5.3% to 4.8%. As the decrease is greater for AAK, the industry-adjusted change 

in operating cash flow as % of revenue is -1.4 percentage points, implying negative synergies on operating 

cash flow as % of revenue. 

 

 

 

 

 

 

 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 334 59,846 -5 - 68 38,616

-4 - 285 53,549 -4 - 17 29,614

-3 - 835 67,187 -3 - 492 46,467

-2 - 403 58,121 -2 - 174 39,379

-1 - 595 57,939 -1 - 333 38,924

SUM n.a. 2,453 296,643 SUM n.a. 1,083 193,000

Mean - (491) (59,329) Mean - (217) (38,600)

Std dev. - (202) (4,446) Std dev. - (175) (5,355)

CV - (41.2) (7.5) CV - (80.7) (13.9)

+1 - 177 52,126 +1 - -285 27,329

+2 - -383 43,278 +2 - -932 14,896

+3 - 17 36,211 +3 - -351 -1,601

+4 - 2,265 104,607 +4 - 1,949 64,702

+5 - 757 62,191 +5 - 429 21,242

SUM n.a. 2,833 298,413 SUM n.a. 810 126,567

Mean - (567) (59,683) Mean - (162) (25,313)

Std dev. - (925) (24,090) Std dev. - (992) (21,932)

CV - (163.2) (40.4) CV - (612.6) (86.6)

t-stat - -0.16 -0.03 t-stat - 0.11 1.18

Change 14.9 (pp) 15.5% 0.6% Change 9.2 (pp) -25.2% -34.4%

Panel B: Free cash flow (SEK million)Panel A: Operating cash flow (SEK million)
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Table 21 – EBITDA as % of revenue and operating cash flow as % of revenue 

 

 

In Table 22, I present revenue, EBITDA and operating cash flow as % of assets and analyze the impact on 

productivity and the firm’s ability to generate sales, profit and cash flow from its asset base. The total 

assets of the firm has increased following the merger, which means that measures relative to the asset base 

must have increased more in order to generate a positive change between the two periods. Following the 

merger, AAK successfully generates +5.7 percentage points more revenue in relation to its assets, whereas 

EBITDA is slightly above zero and operating cash flow has declined by -2.1 percentage points. The 

industry benchmark outperforms AAK in revenue and operating cash flow as % of assets. EBITDA as % 

of assets, on the other hand, is experiencing the largest industry-adjusted change by +1.8 percentage 

points, again confirming the strong development in the absolute level of EBITDA. The coefficients of 

variation are also consistently higher than the industry benchmark in all periods for the three parameters 

and are even higher in the post-merger period, enforcing the evidence of greater fluctuations and thus 

uncertainty in the post-merger period. 

 

 

 

 

 

 

 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 -2.3 7.0 9.3 -5 -0.2 4.3 4.6

-4 -0.5 8.9 9.4 -4 -1.1 3.6 4.6

-3 -1.8 8.4 10.2 -3 3.3 9.1 5.8

-2 -1.7 7.8 9.4 -2 -1.0 4.4 5.4

-1 -2.1 6.8 9.0 -1 -0.2 6.0 6.1

Mean -1.7 7.8 9.4 Mean 0.2 5.5 5.3

Std dev. (0.6) (0.8) (0.4) Std dev. (1.61) (1.98) (0.63)

CV -(37.5) (10.1) (4.2) CV (1,000.4) (36.2) (11.8)

+1 -2.8 5.9 8.7 +1 -3.2 1.6 4.8

+2 0.1 7.9 7.8 +2 -6.2 -2.9 3.3

+3 -4.8 3.1 7.8 +3 -3.6 0.1 3.7

+4 4.4 11.8 7.4 +4 6.7 14.3 7.5

+5 -0.3 8.5 8.8 +5 0.4 5.1 4.7

Mean -0.7 7.4 8.1 Mean -1.2 3.6 4.8

Std dev. (3.1) (2.9) (0.6) Std dev. (4.5) (5.9) (1.5)

CV -(463.2) (38.9) (6.8) CV -(376.4) (163.0) (30.8)

t-stat -0.63 0.22 3.92 t-stat 0.57 0.59 0.62

Change (pp) 1.0 -0.3 -1.3 Change (pp) -1.4 -1.9 -0.5

Panel B: Operating cash flow as % of revenuePanel A EBITDA as % of revenue
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Table 22 – Revenue as % of assets, EBITDA as % of assets and operating cash flow as % of assets 

 

 

Net income as % of assets and as % of common equity (return on assets and return on equity), are showing 

an opposite development. The latter is experiencing an increase in absolute levels from 11.2% to 14.2%, 

whereas the industry benchmark is experiencing a decline from 20.9% to 15.2%. Even though the level is 

greater for the industry benchmark, the industry-adjusted change between the pre- and post-merger 

periods is positive, implying positive synergy effects improving the return on assets. Net income as % of 

common equity, however, is declining for AAK whereas it is increasing for the industry benchmark. The 

industry-adjusted change is -1.3 percentage points, implying negative synergy effects following the 

merger. The asset base has increased substantially for AAK compared to the industry benchmark, thus 

negatively affecting all performance measures involving assets for AAK relative the industry benchmark, 

ceteris paribus. As with the previous measures, the fluctuation in values measured by the coefficient of 

variation is greater for AAK in all periods, and is increasing even further in the post-merger period. 

 

 

 

 

 

 

 

 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 14.7 144 130 -5 -1.5 10.0 11.6 -5 1.3 6.4 5.1

-4 5.5 144 138 -4 0.7 12.9 12.2 -4 -0.6 5.3 5.9

-3 35.1 164 129 -3 1.3 14.0 12.6 -3 7.9 15.0 7.1

-2 7.3 156 149 -2 -0.2 12.3 12.5 -2 0.0 6.8 6.8

-1 24.9 170 145 -1 0.2 11.6 11.4 -1 2.7 10.0 7.3

Mean 17.5 155.6 138.1 Mean 0.1 12.2 12.0 Mean 2.2 8.7 6.5

Std dev. (11.2) (10.4) (8.0) Std dev. (1.0) (1.3) (0.5) Std dev. (3.07) (3.52) (0.82)

CV (63.8) (6.7) (5.8) CV (825.0) (10.8) (4.3) CV (136.4) (40.5) (12.6)

+1 22.5 158 135 +1 -1.2 9.3 10.6 +1 -2.8 2.6 5.4

+2 10.8 147 136 +2 2.0 11.6 9.6 +2 -7.5 -4.3 3.2

+3 -5.7 155 161 +3 -6.2 4.7 10.9 +3 -5.0 0.2 5.1

+4 36.2 187 150 +4 12.6 22.1 9.4 +4 16.5 26.6 10.1

+5 18.7 160 141 +5 2.5 13.6 11.1 +5 3.0 8.2 5.2

Mean 16.5 161.3 144.8 Mean 1.9 12.3 10.3 Mean 0.8 6.6 5.8

Std dev. (13.8) (13.4) (9.8) Std dev. (6.2) (5.7) (0.7) Std dev. (8.6) (10.8) (2.3)

CV (83.9) (8.3) (6.7) CV (318.5) (46.5) (6.7) CV (1029.8) (162.4) (39.4)

t-stat 0.11 -0.67 -1.06 t-stat -0.58 -0.04 3.97 t-stat 0.31 0.36 0.54

Change (pp) -1.0 5.7 6.7 Change (pp) 1.8 0.1 -1.7 Change (pp) -1.4 -2.1 -0.7

Panel C: Operating cash flow as % of assetsPanel A: Revenue as % of assets Panel B: EBITDA as % of assets
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Table 23 – Net income as % of assets and net income as % of common equity 

 

 

7.6.4 Impact on capital investments and internal efficiency 

The impact on parameters related to capital investments and internal efficiency and market power for the 

five year periods is presented in Table 24 below. It is clear that growth in capital expenditures and net 

working capital is significantly lower for AAK relative to the industry benchmark when comparing the 

pre- and post-merger periods, implying greater savings in capital investments and more efficient use of 

capital. The increase in total as well as fixed assets is substantially greater for AAK in the post-merger 

period, which is somewhat contradictive to the results showing declining capital expenditures and net 

working capital. Capital expenditures as % of revenue are decreasing slightly from 3.1% to 3.0%, while 

the industry benchmark experience an increase from 3.1% to 3.2%. Capital expenditures as % of fixed 

assets are increasing from 12.8% to 13.9%, and the industry benchmark is increasing the same measure 

from 14.1% to 17.3%, leaving us with an industry-adjusted decrease in capital expenditures as % of fixed 

assets by -2.1 percentage points. The absolute level of net working capital as % of revenue is increasing 

by +2.2 percentage points to 20.3%, whereas the industry peers are increasing the same measure by +0.4 

percentage points to 10.5%. The absolute level is much higher for AAK and is simultaneously increasing 

more than the industry benchmark, implying an inefficient management of the company’s net working 

capital. The absolute level of capital expenditures as % of revenue and as % of fixed assets is lower or 

equal to the industry benchmark in both periods for AAK, whereas the level of net working capital as % of 

revenue is substantially higher in both periods. This result implies that the investments decisions in capital 

expenditures are relatively well-managed, especially when considering the expanding asset base for AAK, 

while the working capital is managed relatively poorly and there should be room for improvements. 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 -0.9 2.2 3.1 -5 -9.0 5.6 14.6

-4 -0.6 6.0 6.6 -4 -13.0 13.9 26.9

-3 0.8 6.2 5.4 -3 -6.9 13.6 20.5

-2 -0.4 5.2 5.6 -2 -13.2 10.7 23.9

-1 0.1 5.6 5.5 -1 -6.1 12.3 18.5

Mean -0.2 5.0 5.2 Mean -9.7 11.2 20.9

Std dev. (0.6) (1.4) (1.1) Std dev. (3.0) (3.0) (4.3)

CV -(314.8) (28.6) (21.6) CV -(30.7) (27.0) (20.5)

+1 -3.0 2.5 5.4 +1 -9.7 5.9 15.6

+2 -2.2 4.0 6.2 +2 -2.2 13.4 15.6

+3 -5.4 0.0 5.4 +3 -15.0 0.0 15.0

+4 2.6 8.4 5.8 +4 16.8 31.3 14.5

+5 0.7 7.0 6.3 +5 5.3 20.5 15.2

Mean -1.4 4.4 5.8 Mean -1.0 14.2 15.2

Std dev. (2.8) (3.0) (0.4) Std dev. (11.2) (11.0) (0.4)

CV -(194.7) (69.4) (6.5) CV -(1,170.5) (77.2) (2.6)

t-stat 0.87 0.39 -1.01 t-stat -1.50 -0.53 2.65

Change (pp) -1.3 -0.7 0.6 Change (pp) 8.7 3.0 -5.7

Panel B: Net income as % of common equityPanel A: Net income as % of total assets
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 In order to estimate the effect on internal efficiency and market power, a range of measures 

intended to provide answers to this question are calculated and analyzed. The industry-adjusted change in 

the two liquidity measures is carefully positive: The industry-adjusted current ratio is increasing by +0.4, 

while the quick ratio is unchanged. The absolute current ratio is increasing to 2.3 in the post-merger 

period, which I consider a comfortable level in terms of liquidity. The quick ratio is decreasing to 0.9, 

which is still a satisfactory level. The industry-adjusted change on all other internal efficiency and market 

power measures except for the accounts payable turnover ratio is negative, constituting near-unanimous 

evidence of a negative impact from the merger on internal efficiency and market power. These results are 

based on the assumption that it is good to have a “tight” working capital management with as little capital 

tied up as possible, with i.e. as long credit time as possible on outgoing payments, a high inventory 

turnover and quick collection of accounts receivables, etc. This assumption imply that it is positive to have 

more short-term operating liabilities rather than short-term assets to finance the company’s day-to-day 

operations. The absolute levels for the analyzed measures are also better for the industry peers in most 

cases, especially in the post-merger period. The actual change for AAK in the measures between the two 

periods is, however, somewhat dubious, but with an overweight for a negative impact.  

 Taken together, the analysis indicates that AAK has a relatively “safe” management of its 

working capital, meaning there should be room for a more efficient structure with more operating 

liabilities relative the operating assets, which would unleash capital that is tied up in the business with the 

current structure. The downside with a tighter management, however, is that the company is more 

vulnerable since the risk for financial distress and risks for disturbances in production increases. 

 

Table 24 – Capital investments and internal efficiency 

 

 

 

Industry-adjusted

Change t+1 to t+5 t-5 to t-1 Synergies Change t+1 to t+5 t-5 to t-1 t-values Change t+1 to t+5 t-5 to t-1 t-values t+1 to t+5 t-5 to t-1

Growth measures (%) (%) (%)

Total assets 28.2 28.2 - Neg. 46.8 46.8 - -4.16 18.6 18.6 - -2.36 Peers -

Fixed assets 12.8 12.8 - Neg. 29.6 29.6 - -6.37 16.8 16.8 - -1.70 Peers -

Capital expenditures -18.1 -18.1 - Pos. 47.7 47.7 - -4.02 65.8 65.8 - -2.72 AAK -

Net working capital -10.7 -10.7 - Pos. 67.1 67.1 - -4.42 77.9 77.9 - -3.02 AAK -

Relative measures (pp) (pp) (pp)

Capital expenditures as % of revenue -0.3 -0.3 0.0 Pos. -0.2 3.0 3.1 -0.60 0.1 3.2 3.1 0.33 AAK Neut.

Capital expenditures as % of fixed assets -2.1 -3.4 -1.4 Pos. 1.1 13.9 12.8 1.07 3.2 17.3 14.1 -2.57 AAK AAK

Net working capital as % of revenue 1.9 9.8 8.0 Neg. 2.2 20.3 18.1 -0.99 0.4 10.5 10.1 -0.75 Peers Peers

Internal efficiency & market power measures

Current ratio 0.4 0.7 0.3 Pos. 0.3 2.3 2.0 -1.70 -0.1 1.5 1.6 1.59 AAK AAK

Quick ratio 0.0 0.2 0.3 Neut. -0.3 0.9 1.2 3.31 -0.3 0.6 0.9 7.80 AAK AAK

Accounts receivable turnover ratio -1.0 -3.3 -2.3 Neg. 0.3 8.5 8.2 -1.04 1.3 11.8 10.5 -2.90 Peers Peers

Accounts payable turnover ratio -1.5 7.0 8.5 Pos. -1.6 16.6 18.2 1.02 -0.1 9.6 9.7 0.39 Peers Peers

Inventory turnover ratio -5.9 -1.3 4.5 Neg. -6.3 5.2 11.5 17.08 -0.4 6.5 6.9 2.89 Peers AAK

Days sales outstanding 0.9 9.5 8.6 Neg. -1.5 43.2 44.7 1.19 -2.4 33.7 36.1 2.04 Peers Peers

Days payables outstanding -3.0 -19.3 -16.3 Neg. -3.9 22.2 26.1 2.51 -0.9 41.5 42.4 0.67 Peers Peers

Days inventory outstanding 3.2 12.3 9.1 Neg. 7.1 71.0 63.9 -2.10 3.9 58.7 54.8 -3.16 Peers Peers

Cash conversion cycle (days) 7.0 41.0 34.0 Neg. 9.4 92.0 82.6 -3.94 2.4 51.0 48.6 -1.54 Peers Peers

Best levelPeersAAK
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Figure 7 – Capital investments and internal efficiency: Comparing pre- and post-merger periods 

 

 

7.6.5 Details on capital investments 

Firstly, total assets for AAK have increased by nearly +50%. The industry-adjusted increase is +28.2%. 

As I have previously mentioned, this will affect all asset-based performance measure significantly. It is 

also an indication that AAK has invested to expand the company. The fixed assets have also increased in 

the post-merger period, although less than total assets.  Fixed assets have increased by +29.6%, which is 

12.8 percentage points above the industry benchmark. This is contradicting to the hypothesis of Capron 

(1999) discussed in section 3.1.4 about asset disposals following a merger. The fixed assets, however, are 

declining in year four and five following the merger from its peak in the third year, where the total asset 

base reached its maximum. The decline in fixed assets in the end of the measurement period may be an 

indication that AAK is starting to divest redundant fixed assets. The sharing of fixed assets such as 

production plants, real estate and IT infrastructure is a potential source of large cost synergies that may 

take time to realize due to its complicated nature. It is uncertain, however, if the declining level of fixed 

assets in the end of the post-merger period can be taken as evidence for this, since the overall change is a 

significant increase, also in terms of industry-adjusted change. The results rather indicate that AAK has, 

on the margin, invested in its asset base. This is also supported by a strong statistical significance as 

indicated by the high t-values for the total and fixed assets as well as for capital expenditures and net 

working capital. 
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Table 25 – Total assets and fixed assets 

 

 

All measures involving capital expenditures are declining when analyzing the industry-adjusted change 

between periods, implying a positive impact from the merger. The absolute level of capital expenditures 

for AAK, however, is increasing by +47.7% to SEK 2.0 billion in the post-merger period, which is less 

than the +65.8% increase in the industry benchmark. The actual level of capital expenditures as % of 

revenue is declining by -0.2 percentage points to a mean of 3.0% in the post-merger period, while the 

industry benchmark experiences an increase by +0.1 percentage points to 3.2%, leading to an industry-

adjusted decrease by -0.3 percentage points. Capital expenditures as % of fixed assets is increasing by 

+1.1 percentage points to 13.9%, which is less than the industry benchmark that is increasing by +3.2 

percentage points to 17.3%. The level of expenditures in both periods are less for AAK, and is decreasing 

relative the industry benchmark following the merger, implying a positive impact and more efficient 

management of capital expenditures following the merger. The coefficient of variation is again increasing 

in the post-merger period. 

 

 

 

 

 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 6,003 770,267 -5 - 2,302 180,787

-4 - 6,695 784,674 -4 - 2,427 184,444

-3 - 5,944 680,209 -3 - 2,301 156,072

-2 - 5,875 627,999 -2 - 2,144 139,788

-1 - 5,895 619,686 -1 - 2,094 131,528

SUM n.a. 30,411 3,482,836 SUM n.a. 11267 792,620

Mean - (6,082) (696,567) Mean - (2,253) (158,524)

Std dev. - (309) (69389) Std dev. - (120) (21229)

CV - (5.1) (10.0) CV - (5.3) (13.4)

+1 - 6,933 688,488 +1 - 2,751 156,228

+2 - 8,857 764,758 +2 - 2,964 163,999

+3 - 11,078 900,494 +3 - 3,189 182,747

+4 - 8,513 889,168 +4 - 2,978 210,126

+5 - 9,252 886,846 +5 - 2,718 212,860

SUM n.a. 44,633 4,129,755 SUM n.a. 14,600 925,959

Mean - (8,927) (825,951) Mean - (2,920) (185,192)

Std dev. - (1333) (84737) Std dev. - (171) (23157)

CV - (14.9) (10.3) CV - (5.9) (12.5)

t-stat - -4.16 -2.36 t-stat - -6.37 -1.70

Change 28.2 (pp) 46.8% 18.6% Change 12.8 (pp) 29.6% 16.8%

Panel A: Total assets (SEK million) Panel B: Fixed assets (SEK million)
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Table 26 – Capital expenditures, capital expenditures as % of revenue and capital expenditures as 

% of fixed assets  

 

 

Investments in net working capital is increasing between the two periods for AAK by +67.1%, compared 

to the even greater increase for the industry peers of +77.9%, leaving us with positive synergies in the 

form of an industry-adjusted decrease in net working capital by -10.7%. Net working capital as % of 

revenue is at substantially higher levels in both periods comparing to the industry benchmark, and is 

increasing by +1.6 percentage points, compared to the increase for the industry peers by +0.4 percentage 

points. Both measures are highly stable in the pre-merger period and are experiencing even lower 

coefficients of variation compared to the industry benchmark. The fluctuations increase beyond the 

industry benchmark in the post-merger period, however, which is the main pattern in terms of fluctuation 

in performance measures. 

 

 

 

 

 

 

 

 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 266 21,231 -5 0.1 3.4 3.3 -5 0.4 12.3 11.9

-4 - 268 23,935 -4 0.1 3.2 3.1 -4 -0.8 12.4 13.1

-3 - 344 20,720 -3 0.8 3.6 2.9 -3 2.2 14.9 12.7

-2 - 229 18,743 -2 -0.1 2.7 2.8 -2 -3.6 11.4 15.0

-1 - 262 19,015 -1 -0.7 2.7 3.4 -1 -5.1 12.9 18.0

SUM n.a. 1,370 103,643 Mean 0.0 3.1 3.1 Mean -1.4 12.8 14.1

Mean - (274) (20,729) Std dev. (0.5) (0.4) (0.2) Std dev. (2.7) (1.2) (2.2)

Std dev. - (38) (1,866) CV (972.5) (11.7) (7.9) CV -(194.2) (9.3) (15.4)

CV - (13.7) (9.0)

+1 - 462 24,797 +1 0.8 4.2 3.5 +1 0.8 16.8 16.0

+2 - 549 28,382 +2 0.6 4.2 3.6 +2 -0.8 18.5 19.3

+3 - 368 37,812 +3 -0.6 2.1 2.8 +3 -5.8 11.5 17.3

+4 - 316 39,906 +4 -0.9 2.0 2.9 +4 -5.6 10.6 16.2

+5 - 328 40,949 +5 -1.1 2.2 3.4 +5 -5.7 12.1 17.8

SUM n.a. 2,023 171,845 Mean -0.3 3.0 3.2 Mean -3.4 13.9 17.3

Mean - (405) (34,369) Std dev. (0.8) (1.0) (0.3) Std dev. (2.8) (3.1) (1.2)

Std dev. - (89) (6,531) CV -(310.1) (35.0) (10.2) CV -(82.7) (22.6) (7.0)

CV - (21.9) (19.0)

t-stat - -4.02 -2.72 t-stat 0.66 -0.60 0.33 t-stat 1.07 -2.57 -0.67

Change 18.1 (pp) 47.7% 65.8% Change (pp) -0.3 -0.2 0.1 Change (pp) -2.1 1.1 3.2

Pane A: Capital expenditures (SEK million) Panel B: Capital expenditures as % of revenue Panel C: Capital expenditures as % of fixed assets
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Table 27 – Net working capital and net working capital as % of revenue 

 

 

7.6.6 Details on internal efficiency 

The next set of performance measures are selected to measure the effect on internal efficiency and market 

power in terms of the negotiating power towards customers and suppliers. The hypothesis is that the larger 

post-merger corporation will be able to impose tougher payment conditions towards its suppliers and 

demand more beneficial payment conditions towards its customers. By improving out- and inbound 

payment conditions a company will be able to reduce the capital tied up in the business. 

The current ratio and the quick ratio are moving in opposite directions – the current ratio is 

increasing from 2.0 to 2.3, while the quick ratio is declining from 1.2 to 0.9. The industry benchmark is 

experiencing a decline in its current ratio from 1.6 to 1.5, leaving us with an industry-adjusted increase of 

+0.4. The increased current ratio is a sign of improved liquidity, and is at a high absolute level compared 

to the industry benchmark. The quick ratio is declining as much as the industry benchmark to 0.9, whereas 

the industry benchmark is at 0.6 in the post-merger period. Hence, the industry-adjusted quick ratio is 

unaffected between periods. I consider the quick ratio, defined in section 4.4.4, to be at a satisfactory level 

just above the industry benchmark. The coefficients of variation is in line with the industry benchmark for 

the pre-merger period, and is yet again increasing in the post-merger period, while the coefficients of 

variation for the industry benchmark is moving in the opposite direction. 

 The cash conversion cycle is increasing for AAK between the two periods, from 82.6 to 92 days. 

The industry peers on the other hand, are much more efficient at collecting cash: The pre-merger level is 

at 48.6 days, which is increasing to 51 days in the post-merger period. Thus, the industry-adjusted change 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 1,590 69,668 -5 7.8 18.7 10.9

-4 - 1,812 60,752 -4 10.0 19.7 9.7

-3 - 1,757 51,167 -3 7.8 18.0 10.1

-2 - 1,776 45,510 -2 10.3 19.6 9.3

-1 - 1,753 44,791 -1 7.4 17.9 10.5

SUM n.a. 8,688 271,889 Mean 8.7 18.8 10.1

Mean - (1,738) (54,378) Std dev. (1.2) (0.7) (0.6)

Std dev. - (77) (9,542) CV (13.5) (3.8) (5.8)

CV - (4.4) (17.5)

+1 - 2,170 60,693 +1 10.0 19.9 9.9

+2 - 3,367 84,423 +2 14.2 25.9 11.7

+3 - 3,619 141,036 +3 10.2 21.0 10.8

+4 - 2,698 93,062 +4 7.3 17.0 9.6

+5 - 2,667 104,358 +5 7.8 18.0 10.2

SUM n.a. 14,521 483,572 Mean 9.9 20.4 10.5

Mean - (2,904) (96,714) Std dev. (2.4) (3.1) (0.7)

Std dev. - (522) (26,400) CV (24.5) (15.3) (7.1)

CV - (18.0) (27.3)

t-stat - -4.42 -3.02 t-stat -0.91 -0.99 -0.75

Change 10.7 (pp) 67.1% 77.9% Change (pp) 1.2 1.6 0.4

Panel A: Net working capital (SEK million) Panel B Net working capital as % of revenue
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is +7.0, meaning that it takes AAK seven more days compared to its peers to convert resources into cash 

flow. The cash conversion cycle, defined in section 4.4.4, is the sum of days inventory, sales and payables 

outstanding, and calculates the time needed to turn inventory into sales; the time needed to collect 

receivables; and the time the company takes to pay its suppliers. AAK is well above its industry peers and 

has a cash conversion cycle that is +34 days longer in the pre-merger period, which is increasing to a 

difference of +41 days in the post-merger period. The large difference indicates that AAK could take 

actions to try and improve internal efficiency and decrease the cash conversion time through renegotiating 

terms and conditions with its customers and suppliers. The longer cash conversion cycle for AAK relative 

the industry peers is representative for this entire section on internal efficiency and market power, and 

sums up the effects from the individual performance measures covered in this section in an illustrative 

manner. 

 

Table 28 – Current ratio, Quick ratio, Cash conversion cycle 

 

 

In order to understand why the cash conversion cycle has increased in the post-merger period, both the 

actual number of days as well as relative the industry benchmark, I study the underlying components to 

see where AAK is insufficient. The industry-adjusted days sales outstanding are increasing by about one 

day in the post-merger period, indicating that AAK is more efficient at converting its receivables into 

sales. The industry-adjusted days payable outstanding is decreasing by three days, implying that AAK is 

paying its invoices three days quicker compared to its peers in the post-merger period. This may 

intuitively seem like a positive feature, however, as long as the days payable outstanding are at sustainable 

levels, firms should wait as long as possible to pay their debtors and suppliers for reasons already 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 0.38 1.80 1.42 -5 0.27 1.06 0.79 -5 37.3 84.8 47.5

-4 0.36 1.98 1.62 -4 0.26 1.17 0.91 -4 35.4 82.5 47.1

-3 0.25 1.84 1.60 -3 0.15 1.06 0.91 -3 28.6 80.8 52.2

-2 0.16 2.00 1.84 -2 0.20 1.16 0.97 -2 38.3 85.7 47.4

-1 0.38 2.16 1.78 -1 0.37 1.30 0.93 -1 30.4 79.2 48.8

Mean 0.31 1.96 1.65 Mean 0.25 1.15 0.90 Mean 34.0 82.6 48.6

Std dev. 0.09 0.13 0.15 Std dev. 0.07 0.09 0.06 Std dev. (3.8) (2.4) (1.9)

CV (28.6) (6.5) (8.9) CV (29.7) (7.9) (6.8) CV (11.3) (2.9) (3.9)

+1 0.3 1.8 1.5 +1 0.2 0.8 0.7 +1 33.6 87.4 53.8

+2 1.0 2.6 1.6 +2 0.4 1.0 0.6 +2 44.2 96.6 52.5

+3 0.5 2.0 1.6 +3 0.0 0.7 0.7 +3 39.4 90.4 51.0

+4 1.1 2.7 1.5 +4 0.4 1.0 0.6 +4 46.1 97.3 51.2

+5 0.7 2.2 1.5 +5 0.3 0.9 0.6 +5 41.9 88.4 46.5

Mean 0.7 2.3 1.5 Mean 0.2 0.9 0.6 Mean 41.0 92.0 51.0

Std dev. (0.3) (0.3) (0.0) Std dev. (0.1) (0.1) (0.0) Std dev. (4.3) (4.1) (2.5)

CV (44.0) (15.1) (2.2) CV (57.0) (14.7) (4.2) CV (10.5) (4.5) (4.8)

t-stat -2.56 -1.70 1.59 t-stat 0.03 3.31 7.80 t-stat -2.44 -3.94 -1.54

Change (pp) 0.4 0.3 -0.1 Change (pp) 0.0 -0.3 -0.3 Change (pp) 7.0 9.4 2.4

Panel A: Current ratio Panel B: Quick ratio Panel C: Cash conversion cycle (days)
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mentioned. Thus, the adjusted decrease by three days is having a negative impact on the cash conversion 

cycle since it prolongs it. The last component of the cash conversion cycle, days inventory outstanding, is 

increasing adjusted for the industry benchmark by +3.2 days. This implies that AAK increases the time for 

inventory to turn into revenue by more than three days in the post-merger period relative its peers. The 

fluctuation in these measures in terms of coefficient of variation is not substantially different from the 

industry benchmark, however, once again it is more volatile in the post-merger period.  

 

Table 29 – Days sales outstanding, days payables outstanding and days inventory outstanding 

 

 

Days sales, payable and inventory outstanding are derived from the accounts receivable ratio, accounts 

payable ratio and inventory turnover ratio, as defined in section 4.4.4. In order to provide further insights 

into the determinants of the cash conversion cycle, I present these measures in detail below. The largest 

change between periods, both the actual change and the industry-adjusted change, occurs in the inventory 

turnover ratio, where it decreases from 11.5 to 5.2. The decrease implies that AAK is investing more in 

inventory than it is selling, which constitutes a risk as well as it is an investment at zero return as it is 

capital tied up as inventory. The absolute level of accounts receivable turnover ratio is increasing slightly, 

and is just below the industry benchmark in both periods. The industry benchmark is increasing 

marginally more, leaving us with an industry-adjusted decrease by -1.0, indicating a negative impact on 

the collection of receivables, meaning that more capital is tied up in the business. 

 

 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 9.4 45.8 36.3 -5 -14.6 28.4 43.0 -5 13.2 67.4 54.2

-4 7.7 44.2 36.5 -4 -13.5 28.9 42.4 -4 14.2 67.2 53.0

-3 5.6 44.2 38.6 -3 -17.2 26.1 43.3 -3 5.7 62.7 57.0

-2 11.8 45.4 33.7 -2 -16.0 23.5 39.6 -2 10.5 63.8 53.3

-1 8.4 44 36 -1 -20.2 23.3 43.5 -1 1.8 58.5 56.7

Mean 8.6 44.7 36.1 Mean -16.3 26.1 42.4 Mean 9.1 63.9 54.8

Std dev. (2.0) (0.7) (1.6) Std dev. (2.3) (2.4) (1.4) Std dev. (4.7) (3.3) (1.7)

CV (23.4) (1.6) (4.4) CV -(14.2) (9.0) (3.4) CV (51.5) (5.1) (3.1)

+1 10.7 46.7 36.0 +1 -20.1 22.3 42.3 +1 2.9 63.0 60.1

+2 10.6 45.0 34.3 +2 -19.6 20.4 39.9 +2 13.9 72.0 58.1

+3 9.9 42.7 32.8 +3 -17.7 20.6 38.2 +3 11.9 68.3 56.5

+4 7.5 42.2 34.7 +4 -18.9 26.0 44.9 +4 19.6 81.0 61.4

+5 8.6 39.5 30.9 +5 -20.2 21.8 42.0 +5 13.1 70.7 57.5

Mean 9.5 43.2 33.7 Mean -19.3 22.2 41.5 Mean 12.3 71.0 58.7

Std dev. (1.2) (2.4) (1.7) Std dev. (0.9) (2.0) (2.3) Std dev. (5.4) (5.9) (1.8)

CV (12.9) (5.6) (5.1) CV -(4.8) (9.1) (5.4) CV (44.0) (8.3) (3.0)

t-stat -0.74 1.19 2.04 t-stat 2.41 2.51 0.67 t-stat -0.9 -2.10 -3.16

Change (pp) 0.9 -1.5 -2.4 Change (pp) -3.0 -3.9 -0.9 Change (pp) 3.2 7.1 3.9

Panel A: Days sales outstanding Panel B: Days payables outstanding Panel C: Days inventory outstanding
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Table 30 – Accounts receivable turnover, accounts payable turnover and inventory turnover ratio 

 

 

7.6.7 Corporate performance – financial synergies 

The effect on parameters related to tax shield and leverage in both the pre- and post-merger five year 

period are presented in Table 31 below. It is clear that the debt level for AAK has increased significantly 

between periods, while the debt level of the industry benchmark has moved in the opposite direction, 

generating an even greater increase in leverage measured by the industry-adjusted estimate. Assuming that 

debt is a cheaper way of financing a company, increased leverage (up until a certain point when the firm 

enters substantial risks of financial distress) is interpreted as a positive change, partly because of the 

cheaper source of financing but also from the increase in tax shield. Since the level of debt has increased, 

interest expenses is increasing correspondingly. What is worth noting, however, is that the average interest 

rate paid on debt is actually decreasing between periods, indicating that the firm’s creditors require less 

return on AAK’s debt and thus is considered less risky. The industry-adjusted interest rate is also 

declining between periods. This is somewhat inconsistent to the large increase in leverage as well as the 

previous evidence of greater fluctuations in the vast majority of the performance measures in the post-

merger period, indicating that the uncertainty in the firm’s income stream are increasing and the stability 

in profitability margins and other performance measures are decreasing. Such patterns would generally 

impose creditors to charge higher interest rates to compensate for the increased risk; however, the 

decrease in interest rate is not supporting this hypothesis. 

 

 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 -2.2 8.0 10.3 -5 5.7 15.2 9.5 -5 3.9 10.8 7.0

-4 -1.9 8.3 10.2 -4 5.9 15.6 9.7 -4 3.8 10.9 7.1

-3 -1.5 8.3 9.8 -3 9.5 19.0 9.5 -3 5.1 11.7 6.6

-2 -3.2 8.1 11.3 -2 13.0 23.3 10.3 -2 4.3 11.5 7.2

-1 -2.4 8.3 10.7 -1 8.7 18.1 9.3 -1 5.6 12.5 6.8

Mean -2.3 8.2 10.5 Mean 8.5 18.2 9.7 Mean 4.5 11.5 6.9

Std dev. (0.6) (0.1) (0.5) Std dev. (2.7) (2.9) (0.3) Std dev. (0.7) (0.6) (0.2)

CV -(25.8) (1.6) (4.8) CV (31.4) (16.0) (3.6) CV (15.9) (5.3) (3.0)

+1 -2.8 7.8 10.7 +1 7.0 16.4 9.4 +1 -0.5 5.8 6.3

+2 -3.3 8.1 11.4 +2 8.2 17.9 9.7 +2 -1.5 5.1 6.6

+3 -3.9 8.6 12.5 +3 7.5 17.8 10.3 +3 -1.4 5.3 6.7

+4 -3.0 8.6 11.6 +4 5.3 14.1 8.8 +4 -1.7 4.5 6.2

+5 -3.5 9.2 12.7 +5 7.2 16.7 9.6 +5 -1.5 5.2 6.7

Mean -3.3 8.5 11.8 Mean 7.0 16.6 9.6 Mean -1.3 5.2 6.5

Std dev. (0.4) (0.5) (0.8) Std dev. (1.0) (1.4) (0.5) Std dev. (0.4) (0.4) (0.2)

CV -(11.5) (5.7) (6.4) CV (13.8) (8.4) (5.1) CV -(31.8) (8.1) (3.1)

t-stat 3.01 -1.04 -2.90 t-stat 1.07 1.02 0.39 t-stat 14.01 17.08 2.89

Change (pp) -1.0 0.3 1.3 Change (pp) -1.5 -1.6 -0.1 Change (pp) -5.9 -6.3 -0.4

Panel A: Accounts receivable turnover ratio Panel B: Accounts payable turnover ratio Panel C: Inventory turnover ratio
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Table 31 – Corporate performance – leverage and tax shields 

 

 

Figure 8 – Leverage and tax shields 

 

 

7.6.8 Details on liabilities and leverage 

The total assets of AAK have expanded in the post-merger period as presented in Table 25, but the 

interest-bearing liabilities have increased even more. As previously discussed, debt is conventionally 

considered as a cheaper source of financing compared to equity in terms of required rate of return, and is 

often desirable in sustainable levels. The interest-bearing liabilities as % of total assets have increased 

from 30.4% to 43.4%, while the industry benchmark experienced a decrease by -7.1 percentage points to 

22.9%, leaving us with an industry-adjusted increase by +20.2 percentage points. The interest-bearing debt 

net of cash and other interest-bearing short-term assets has increased significantly when measured as % of 

EBITDA. This is a common ratio for measuring the leverage of firms and can fluctuate substantially 

between industries as well as with the general economic development and the current risk appetite. AAK’s 

leverage is increasing dramatically from an already relatively high level of 229.1%, to 444.8% in the post-

merger period, which is a much higher level compared to its industry peers. The industry benchmark is 

Industry-adjusted

Change t+1 to t+5 t-5 to t-1 Synergies Change t+1 to t+5 t-5 to t-1 t-values Change t+1 to t+5 t-5 to t-1 t-values t+1 to t+5 t-5 to t-1

Liabilities and leverage (%) (%) (%)

Interest-bearing liabilities 107.8 107.8 - Pos. 79.8 80 - -4.10 -28.0 -28 - 2.24 AAK -

Net interest-bearing debt 131.8 131.8 - Pos. 102.9 103 - -3.98 -28.9 -29 - 1.74 AAK -

Interest expenses 72.5 72.5 - Neg. 39.4 39 - -1.12 -33.1 -33 - 2.49 Peers -

(pp) (pp) (pp)

Net interest-bearing debt as % of EBITDA 197.9 201.0 3.2 Pos. 215.8 444.8 229.1 -1.50 17.9 243.8 225.9 -4.67 AAK AAK

Interest-bearing liabilities as % of total assets 20.2 20.5 0.4 Pos. 13.1 43.4 30.4 -1.75 -7.1 22.9 30.0 4.25 AAK AAK

Interest expense as % of 2Y-avg. IB. liabilities -0.6 -2.6 -1.9 Pos. -1.1 4.2 5.3 1.33 -0.5 6.8 7.3 0.77 AAK AAK

Tax shields (%) (%) (%)

Interest tax shield 66.2 66.2 - Pos. 11.4 11.4 - -0.28 -54.8 -54.8 - 3.01 AAK -

Depreciation tax shield 37.6 37.6 - Pos. -2.9 -2.9 - 0.08 -40.6 -40.6 - 2.34 AAK -

Effective tax rate 8.0 (pp) 5.8 -2.2 Neg. 3.3 (pp) 30.5 27.2 -0.98 -4.7 (pp) 24.7 29.4 1.94 Peers AAK
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increasing from 174.9% to 243.8%, leaving us with an industry-adjusted increase by +146.8 percentage 

points. AAK’s leverage is highly stable in the pre-merger period, with a coefficient of variation lower than 

the industry benchmark. In the post-merger period, however, net debt as % of EBITDA is fluctuating, with 

the peak in year three when it amounted to 970.2%. This is most likely unhealthy levels that are not 

sustainable over time, and the sharp decline to 169.8% the following year indicates that management had 

acknowledged this fact, and perhaps even planned the deleveraging. Despite this, the higher mean 

leverage in the post-merger period could be considered as a positive merger effect due to the beneficial 

features of debt as a financing vehicle as previously discussed. The increase in leverage is statistically 

significant for AAK. 

 

Table 32 – Interest-bearing liabilities and net interest-bearing liabilities 

 

 

Table 33 – Net interest-bearing debt as % of EBITDA and interest-bearing liabilities as % of assets 

 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 2,293 340,666 -5 - 1,937 280,769

-4 - 2,487 316,519 -4 - 1,947 263,835

-3 - 2,030 263,999 -3 - 1,787 195,827

-2 - 2,074 223,228 -2 - 1,741 151,077

-1 - 1,915 181,913 -1 - 1,550 116,664

SUM n.a. 10,799 1,326,325 SUM n.a. 8,961 1,008,172

+1 - 3,091 149,920 +1 - 2,982 112,637

+2 - 4,431 167,322 +2 - 4,273 134,425

+3 - 5,208 239,000 +3 - 5,103 181,874

+4 - 3,510 209,216 +4 - 3,188 146,688

+5 - 3,177 189,785 +5 - 2,637 141,052

SUM n.a. 19,417 955,243 SUM n.a. 18,183 716,676

t-stat - -4.10 2.24 t-stat - -3.98 1.74

Change 107.8 (pp) 79.8% -28.0% Change (%) 131.8 (pp) 102.9% -28.9%

Panel A: Interest-bearing liabilities (SEK million) Panel B: Net interest-bearing liabilities (SEK million)

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 1.3 274.8 273.5 -5 -2.1 32.0 34.1

-4 59.9 217.1 157.2 -4 2.4 31.8 29.4

-3 34.9 206.5 171.6 -3 -3.8 28.6 32.4

-2 118.7 244.4 125.7 -2 2.3 31.0 28.7

-1 56.1 202.5 146.4 -1 3.0 28.4 25.4

Mean 54.2 229.1 174.9 Mean 0.4 30.4 30.0

Std dev. (38) (27) (52) Std dev. (2.8) (1.6) (3.0)

CV (70.8) (11.8) (29.5) CV (750.6) (5.1) (10.1)

+1 271.8 460.2 188.3 +1 21.3 44.6 23.3

+2 160.1 414.5 254.4 +2 28.4 50.0 21.6

+3 735.2 970.2 235.0 +3 21.6 47.0 25.4

+4 -181.6 169.8 351.3 +4 18.7 41.2 22.5

+5 19.6 209.6 190.1 +5 12.7 34.3 21.6

Mean 201.0 444.8 243.8 Mean 20.5 43.4 22.9

Std dev. (307) (286) (60) Std dev. (5.1) (5.4) (1.4)

CV (152.7) (64.2) (24.4) CV (24.7) (12.4) (6.1)

t-stat -0.95 -1.50 -1.75 t-stat -6.97 -4.67 4.25

Change (pp) 146.8 215.8 69.0 Change (pp) 20.2 13.1 -7.1

Panel B: Interest-bearing debt as % of total assetsPanel A: Net interest-bearing debt as % of EBITDA
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As the amount of debt is increasing, so are the interest expenses paid to creditors. Even though the interest 

rate is decreasing, which is a bit contradictive because of the massive increase in leverage, the absolute 

amount of interest paid on AAK’s debt is increasing by +39.4% to SEK 814 million in the post-merger 

period, compared to the industry benchmark decrease of -33.1%, leaving us with an industry-adjusted 

increase by +72.5 percentage points. Fluctuation in interest expenses is again much more volatile 

compared to the industry benchmark in the post-merger period.  

 The interest rate is estimated as the interest expenses as % of the average interest-bearing 

liabilities in the two last years, and is decreasing from 5.3% to 4.2% for AAK. The industry benchmark 

also experiences a decrease, from 7.3% to 6.8%, leaving us with an industry-adjusted decrease by -0.6 

percentage points. The interest rate required by creditors is to a large extent also dependent on external 

factors. The industry benchmark is moving in the same direction, however, not as much as AAK. The 

actual decline from 5.3% to 4.2% indicates that AAK has negotiated better borrowing conditions in 

connection with the merger. 

 

Table 34 – Interest expenses and Interest expenses as % of 2 year-average interest-bearing liabilities 

 

 

7.6.9 Details on tax shields 

The interest tax shield has increased by +11.4% for AAK in the post-merger period, as presented in Table 

35 Panel A, compared to the sharp decline for the industry benchmark by -54.8%, leaving us with an 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 135 15,056 -5 -2.4 5.9 8.3

-4 - 146 24,978 -4 -2.7 6.2 8.8

-3 - 118 18,409 -3 -0.7 5.7 6.4

-2 - 99 15,547 -2 -2.1 4.9 6.9

-1 - 86 11,553 -1 -1.9 3.9 5.7

SUM n.a. 584 85,543 Mean -1.9 5.3 7.3

Mean - (117) (17,109) Std dev. (0.7) (0.9) (1.2)

Std dev. - (22) (4,498) CV -(34.7) (16.1) (16.1)

CV - (18.8) (26.3)

+1 - 102 10,769 +1 -2.9 4.1 7.0

+2 - 204 11,256 +2 -1.8 5.4 7.3

+3 - 285 12,504 +3 -1.1 5.9 7.1

+4 - 164 12,071 +4 -2.7 3.8 6.4

+5 - 59 10,597 +5 -4.4 1.8 6.2

SUM n.a. 814 57,197 Mean -2.6 4.2 6.8

Mean - (163) (11,439) Std dev. (1.1) (1.5) (0.4)

Std dev. - (79) (738) CV -(42.3) (34.6) (6.2)

CV - (48.4) (6.5)

t-stat - -1.12 2.49 t-stat 1.01 1.33 0.77

Change 72.5 (pp) 39.4% -33.1% Change (pp) -0.6 -1.1 -0.5

Panel A: Interest expenses (SEK million) Panel B: Interest expenses as % of 2Y-avg. IB liabilities
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industry-adjusted increase by +66.2%. The increase is, as previously mentioned, related to the higher 

interest expenses following the increased debt, as well as to the increase in effective tax rate.  

The increase in effective tax rate, presented in Panel C, is confirming the hypothesis that a 

merger could lead to a more efficient utilization of tax provisions as well as improving circumstances for 

tax optimization through tax planning activities between jurisdictions. In the third year after the merger, 

AAK receives income tax of SEK 133 million in the net income statement, rather than paying. The 

positive income tax received actually affects the two tax shields negatively; however, the reversed tax is 

obviously affecting free cash flow positively (even though the AAK is most likely not receiving cash from 

the tax authority, rather it allows for reducing the cash tax paid in future periods). The decrease in 

effective tax rate is however less than for the industry benchmark, leaving us with an industry-adjusted 

increase in the effective tax rate by +1.9 percentage points. AAK pays on average 27.2% tax on its taxable 

income in the pre-merger period, compared to the industry benchmark of 29.4%. In the post-merger 

period, AAK pays on average 24.4%, indicating a positive effect following the merger. The decrease for 

the industry benchmark is greater, although it is increasing from higher levels and to a level slightly above 

AAK. The variation in effective tax rate is in line with the industry benchmark in the pre-merger period, 

but it is increasing significantly in the post-merger period. 

The depreciation tax shield presented in Panel B in Table 35 decreases slightly, while the 

industry benchmark is decreasing by -40.6%, leaving us with a positive industry-adjusted change in the 

depreciation tax shield by +37.6%. The coefficients of variation for the pre-merger period is lower for 

AAK compared to its peers, but yet again it is increasing to levels well above the industry-benchmark in 

the post-merger period. This is partly explained by the non-existent tax shield due to the positive income 

tax in year three. 
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Table 35 – Interest tax shield, depreciation tax shield and effective tax rate 

 

 

7.7  SUMMING UP THE EFFECTS ON CORPORATE PERFORMANCE 

When summing up the effects on corporate performance estimated by following the methodology 

developed in section IV, I can conclude that the results are mixed. According to the analysis, the impact 

on operating performance are consequently positive when analyzing the industry-adjusted growth in 

important parameters such as revenue, EBITDA and cash flows. When setting these measures in relation 

to revenue and assets to construct profitability and productivity measures, however, the results are 

varying. The industry-adjusted change in EBITDA as % of revenue and assets are increasing, largely due 

to the large increase in EBITDA relative the industry benchmark. The return on common equity is also 

increasing, whereas other similar measurements are decreasing. 

 The effect on capital investments is mainly positive, whereas the effect on internal efficiency is 

negative. The industry-adjusted effect on capital expenditures and net working capital, which are the 

largest sources of cash outflow, are improving significantly. AAK is increasing its asset base and fixed 

assets, which is accumulating more capital, but may be good investments for the future. 

 The effect on leverage and taxes is positive: The leverage increases following the merger which 

expand the interest and depreciation tax shields. Simultaneously as the debt levels are increasing, AAK 

manages to lower the interest rates paid on its debt. The effective tax rate is decreasing between the two 

periods, however less than for the industry benchmark.  

 Taken together, the effect on corporate performance is positive when analyzing the impact on 

important parameters related to revenue- and earning capacities, as well as sources of cash outflows such 

t
Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers t

Industry-

adjusted
AAK Peers

-5 - 37 5,694 -5 - 80 9,493 -5 4.0 35.1 31.1

-4 - 32 9,433 -4 - 61 8,723 -4 -13.9 23.9 37.8

-3 - 27 6,567 -3 - 60 10,837 -3 -1.9 23.2 25.1

-2 - 34 4,948 -2 - 81 5,157 -2 3.7 29.9 26.2

-1 - 19 2,912 -1 - 60 4,026 -1 -2.7 24.1 26.7

SUM n.a. 148 29,554 SUM n.a. 343 38,236 Mean -2.2 27.2 29.4

Mean - (30) (5,911) Mean - (69) (7,647) Std dev. (6.5) (4.6) (4.7)

Std dev. - (6) (2,136) Std dev. - (10) (2,610) CV -(301.2) (16.9) (16.0)

CV - (21.6) (36.1) CV - (14.3) (34.1)

+1 - 35 2,229 +1 - 97 3,733 +1 11.1 34.0 22.9

+2 - 59 2,714 +2 - 14 4,236 +2 3.9 28.8 24.9

+3 - 0 3,042 +3 - 0 4,867 +3 -24.6 0.0 24.6

+4 - 57 2,753 +4 - 134 4,866 +4 9.2 35.1 25.9

+5 - 14 2,623 +5 - 87 5,028 +5 -0.9 24.4 25.3

SUM n.a. 165 13,361 SUM n.a. 333 22,729 Mean -0.3 24.4 24.7

Mean - (33) (2,672) Mean - (67) (4,546) Std dev. (12.9) (12.8) (1.0)

Std dev. - (23) (263) Std dev. - (51) (489) CV -(4614.1) (52.4) (4.1)

CV - (70.3) (9.8) CV - (76.8) (10.7)

t-stat - -0.28 3.01 t-stat - 0.08 2.34 t-stat -0.26 -0.98 1.94

Change 66.2 (pp) 11.4% -54.8% Change 37.6 (pp) -2.9% -40.6% Change (pp) 1.9 -2.8 -4.7

Panel A: Interest tax shield (SEK million) Panel B: Depreciation tax shield (SEK million) Panel C: Effective tax rate (%)
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as capital investments and tax savings from a higher leverage and a lower effective tax rate. The effect on 

other, primarily internal, efficiency measures are however negative. Profitability and productivity 

measures are also mostly negative, except for EBITDA measures. However, the most important cash flow-

generating parameters are again affected positively. 

 

7.8 USING A THREE YEAR MEASUREMENT PERIOD INSTEAD OF FIVE YEARS 

If conducting the analysis following the exact same methodology presented above but applying a three 

year measurement period in the analysis instead of five years, the results are rather different. Using a 

different measurement period is a kind of robustness check. Additionally, it also helps to answer the 

questions when and how long it takes for synergies to be realized. The three year period shows a poorer 

development in the industry-adjusted operating as well as financial merger synergies when comparing 

with the five year period. The industry-adjusted change in operating synergies in the three year period is a 

large decline, while financial synergies increase slightly, as presented in Table 36.  

Operating profit after tax is increasing by SEK 64 million, or +6.5%, while the industry 

benchmark is experiencing an increase by +19.1%, leaving us with a negative industry-adjusted change by 

-12.6%. Capital expenditures are increasing by SEK 544 million, or +65.1%, in the three year 

measurement period. The industry-benchmark is experiencing an increase by +55.6%, resulting in a 

negative impact on capital expenditures by the industry-adjusted increase of +9.5%. Investments in net 

working capital are also increasing, and is the single most important contributor to the negative merger 

synergies in the three year period. AAK is experiencing an increase in investments in net working capital 

by SEK 1,605 million, which is much more than the industry benchmark increase. The increase in 

investments in net working capital is very large and is practically determining the entire result by its large 

magnitude. In the five year measurement period, investments in net working capital increase by SEK 392 

million, compared with an increase of SEK 1,605 million in the three year measurement period. To 

provide a perspective on this number, one could compare with the absolute increase in operating profit 

after tax for AAK, which is increasing by SEK 64 million. In other words, investments in net working 

capital are more or less determining total synergies in the merger in the three year measurement period. 

The negative overall results are, however, also supported by the negative industry-adjusted change also on 

the other operating synergies measures. 

Industry-adjusted financial synergies are positively affected following the merger, with a decline 

in tax shields by SEK 76 million, or -27.0%, compared to the industry benchmark decline of -39.6%, 

resulting in positive industry-adjusted financial merger synergies of +12.5%. This result further 

strengthens the positive merger effects on financial synergies, since financial synergies are significantly 

positive also in the five year measurement period. The industry-adjusted interest tax shield is increasing 
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by +62.2%, compared to the industry-adjusted depreciation tax shield which is declining by -8.7%. The 

absolute increase in interest tax shield is SEK 14 million, or +17.6%, compared to the industry benchmark 

decrease of -44.7%, resulting in an industry-adjusted increase of +62.2%. The absolute change in the 

depreciation tax shield is a decline by SEK 90 million, or -44.6%, compared to the industry benchmark 

decline by -35.6%, resulting in negative industry-adjusted merger effects on the depreciation tax shield by 

-8.7%. 

When summing up the operating and financial merger synergies in the three year measurement 

period, the impact from the merger is undoubtedly negative. Both types of synergies are declining 

measured as the actual change: Operating synergies are declining by SEK 2,084 million, primarily due to 

the large investments in net working capital, while financial synergies decline by SEK 76 million. The 

industry peers are also experiencing a decline in both types of synergies, although not as much as AAK. 

The statistical significance for investments in net working capital for AAK is higher in the three year 

measurement period, whereas the increase in operating profit after tax is not statistically significant in this 

shorter measurement period. The absolute change in the tax shields is again not statistically significant for 

AAK. Next, I complement the estimated merger synergies with an analysis of the impact on corporate 

performance in the three year measurement period. 

 

Table 36 – Merger synergies in a three year measurement period 

 

 

 

 

 

 

Total operating synergies

(%) Synergies AAK Peers AAK Peers AAK Peers

Operating profit after tax -12.6 Neg. 6.5 19.1 64 30,984 -0.24 -2.07

Capital expenditures 9.5 Neg. 65.1 55.6 544 32,514 -2.91 -2.76

Investments in net working capital 2,085.6 Neg. 2,728.9 643.3 1,605 102,676 -1.55 -2.29

Total operating synergies -899.8 Neg. -986.9 -87.1 -2,084 -104,206 - -

Total financial synergies

(%) Synergies AAK Peers AAK Peers AAK Peers

Interest tax shield 62.2 Pos. 17.6 -44.7 14 -6,442 -0.26 1.98

Depreciation tax shield -8.7 Neg. -44.6 -35.9 -90 -7,184 0.96 1.12

Total financial synergies 12.5 Pos. -27.0 -39.6 -76 -13,626 - -

Total synergies

(%) Synergies AAK Peers AAK Peers AAK Peers

Total operating synergies -899.8 Neg. -986.9 -87.1 -2,084 -104,206 - -

Total financial synergies 12.5 Pos. -27.0 -39.6 -76 -13,626 - -

Total synergies -362.2 Neg. -438.7 -76.5 -2,160 -117,832 - -

Change (SEK million)Industry-adjusted Change (%) t-values

Industry-adjusted Change (%) Change (SEK million)

Industry-adjusted Change (%) Change (SEK million) t-values

t-values
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Figure 9 – Merger synergies in a three year measurement period 

 

 

7.8.1 Operating performance in the three year period 

In line with the estimates of the merger synergies in the previous section, the impact on operating 

performance and profitability in the three year measurement period is overwhelmingly negative. In fact, 

only revenue is experiencing a positive industry-adjusted increase following the merger. The absolute 

change in EBITDA is positive, however, the increase is less than for the industry benchmark, leaving us 

with a negative industry-adjusted impact by -3.8%. All other performance measures are declining in the 

post-merger period – measured both as the absolute change as well as the industry-adjusted change. This 

unanimous result is convincing evidence for a negative impact on operating performance and profitability 

following the merger in the three year measurement period. 

 

Table 37 – Operating performance 
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Change t+1 to t+3 t-3 to t-1 Synergies Change t+1 to t+3 t-3 to t-1 t-values Change t+1 to t+3 t-3 to t-1 t-values t+1 to t+3 t-3 to t-1

Growth measures (%) (%) (%)

Revenue 17.6 17.6 - Pos. 48.4 48.4 - -2.41 30.8 30.8 - -1.55 AAK -

EBITDA -3.8 -3.8 - Neg. 6.3 6.3 - -0.28 10.1 10.1 - -0.95 Peers -

Operating cash flow -82.1 -82.1 - Neg. -110.3 -110.3 - 3.24 -28.2 -28.2 - 3.12 Peers -

Free cash flow -189.6 -189.6 - Neg. -257.1 -257.1 - 3.80 -67.4 -67.4 - 3.21 Peers -

Profitability measures (pp) (pp) (pp)

EBITDA as % of revenue -0.6 -2.5 -1.9 Neg. -2.0 5.6 7.7 1.36 -1.4 8.1 9.5 3.06 Peers Peers

EBITDA as % of assets -2.3 -1.8 0.4 Neg. -4.0 8.6 12.6 1.89 -1.8 10.4 12.2 3.14 Peers AAK

Revenue as % of assets -13.3 9.2 22.5 Neg. -10.0 153.3 163.3 1.95 3.2 144.1 140.9 -0.31 AAK AAK

Operaing cash flow as % of revenue -5.1 -4.3 0.7 Neg. -6.9 -0.4 6.5 3.59 -1.9 3.9 5.8 3.70 Peers AAK

Operating cash flow as % of assets -8.6 -5.1 3.5 Neg. -11.1 -0.5 10.6 3.56 -2.5 4.6 7.1 3.57 Peers AAK

Net income as % of assets -3.7 -3.5 0.2 Neg. -3.5 2.2 5.7 2.92 0.2 5.7 5.5 -0.77 Peers AAK

Net income as % of common equity -0.2 -9.0 -8.7 Neg. -5.8 6.4 12.2 1.46 -5.5 15.4 20.9 3.44 Peers Peers

AAK PeersIndustry-adjusted Best level
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Figure 10 – Operating performance 

 

 

7.8.2 Capital investments and internal efficiency 

Similar to the result in the five year measurement period, total and fixed assets are increasing also in the 

three year period following the merger. This will again influence asset-based relative performance 

measures negatively, ceteris paribus. The industry-adjusted capital expenditures in the post-merger period 

are increasing by +9.5%, while the industry-adjusted net working capital is declining by -29.1%. Both 

measures are increasing for AAK measured as the actual change in the post-merger period, although 

capital expenditures increase more than for the industry benchmark, and vice versa for the level of net 

working capital. Capital expenditures as % of revenue and as % of fixed assets, as well as net working 

capital as % of revenue, are all increasing in the post-merger period compared to the industry benchmark, 

implying negative synergy effects arising in the merger. In addition, the actual change for AAK following 

the merger is an increase in all the measures mentioned above, which is further strengthening this 

conclusion. 

 The two liquidity measures are moving in opposite directions: The current ratio is increasing by 

0.3 from already high levels following the merger, while the quick ratio is declining equally much. The 

actual current ratio increases to 2.1, which in a liquidity perspective should be considered as a comfortable 

level. The quick ratio on the other hand, is declining to 0.8, which is a decent level in terms of liquidity. 

The divergence in the two measures imply that inventory held is increasing more than other current assets, 

which becomes obvious when studying the definitions in section 4.4.4. Holding more inventory means 

that more capital is required as well as risks involved are increasing when holding inventory, as discussed 

above. The effect on the performance measures estimating the impact on internal efficiency and market 
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power are overwhelmingly negative in the three year post-merger period, with the exception for the 

industry-adjusted increase in the accounts payable turnover ratio. The actual change in the same measures 

are in the same directions as the industry-adjusted change, further supporting the evidence of a negative 

impact on internal efficiency and market power in the three year post-merger period. 

 The cash conversion cycle is increasing from 81.9 to 91.5 days, or 6.6 days industry-adjusted, 

which is well above the industry benchmark of 52.4 days. The overall results are more or less similar to 

the results in the five year measurement period, providing additional convincing evidence that the effect of 

the merger on internal efficiency and market power is negative. 

 

Table 38 – Capital investments and internal efficiency 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Change t+1 to t+3 t-3 to t-1 Synergies Change t+1 to t+3 t-3 to t-1 t-values Change t+1 to t+3 t-3 to t-1 t-values t+1 to t+3 t-3 to t-1

Growth measures (%) (%) (%)

Total assets 29.6 29.6 - Neg. 51.7 51.7 - -2.55 22.1 22.1 - -0.77 Peers -

Fixed assets 18.5 18.5 - Neg. 36.2 36.2 - -4.98 17.7 17.7 - -2.36 Peers -

Capital expenditures 9.5 9.5 - Neg. 65.1 65.1 - -2.91 55.6 55.6 - -2.76 Peers -

Net working capital -29.1 -29.1 - Pos. 73.2 73.2 - -2.89 102.3 102.3 - -2.19 AAK -

Relative measures (pp) (pp) (pp)

Capital expenditures as % of revenue 0.3 0.3 0.0 Neg. 0.5 3.5 3.0 -0.67 0.3 3.3 3.0 -0.77 Peers Neut.

Capital expenditures as % of fixed assets 0.2 -1.9 -2.2 Neg. 2.5 15.6 13.1 -1.09 2.3 17.6 15.2 -1.28 AAK AAK

Net working capital as % of revenue 3.4 11.4 8.0 Neg. 4.2 22.2 18.0 -1.95 0.8 10.8 10.0 -1.28 Peers Peers

Internal efficiency & market power measures

Current ratio 0.3 0.6 0.3 Pos. 0.1 2.1 2.0 -0.54 -0.2 1.5 1.7 2.59 AAK AAK

Quick ratio -0.1 0.2 0.2 Neg. -0.3 0.8 1.2 2.77 -0.3 0.7 0.9 14.83 AAK AAK

Accounts receivable turnover ratio -1.0 -3.3 -2.4 Neg. -0.1 8.2 8.2 0.27 0.9 11.5 10.6 -1.32 Peers Peers

Accounts payable turnover ratio -2.8 7.6 10.4 Pos. -2.8 17.4 20.1 1.64 0.1 9.8 9.7 -0.2 Peers Peers

Inventory turnover ratio -6.1 -1.1 5.0 Neg. -6.5 5.4 11.9 17.09 -0.3 6.5 6.9 1.58 Peers AAK

Days sales outstanding 1.8 10.4 8.6 Neg. 0.2 44.8 44.6 -0.17 -1.6 34.4 35.9 0.94 AAK AAK

Days payables outstanding -1.3 -19.1 -17.8 Neg. -3.3 21.1 24.3 3.03 -2.0 40.2 42.1 1.12 Peers Peers

Days inventory outstanding 3.5 9.6 6.0 Neg. 6.1 67.8 61.7 -1.98 2.6 58.2 55.7 -1.62 Peers Peers

Cash conversion cycle (days) 6.6 39.1 32.4 Neg. 9.6 91.5 81.9 -2.87 2.9 52.4 49.5 -1.78 Peers Peers

AAK PeersIndustry-adjusted Best level
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Figure 11 – Capital investments and internal efficiency  

 

 

7.8.3 Leverage and tax shields 

Interest-bearing liabilities and interest-bearing liabilities net of cash and cash equivalents are increasing 

also in the three year period, as presented in Table 39. The industry-adjusted increase is +128.4% and 

+150.8%, respectively. Interest expenses are too increasing following the higher leverage in the post-

merger period. The two debt measures as % of total assets and as % of EBITDA are also increasing. The 

absolute increase in net debt as % of EBITDA is increasing by +397.1 percentage points to 614.9% in the 

post-merger period, compared to the industry benchmark increase by +78 percentage points to 225.9%. 

AAK’s debt level measured by this ratio is very high and is probably not sustainable; however, as 

previously discussed, the leverage is declining following the third year of the merger. The interest-bearing 

liabilities as % of total assets are increasing to 47.2%, compared to the industry benchmark that is 

experiencing a decrease to 23.4%. This measure of leverage is at a more reasonable level. The increase in 

leverage will contribute to greater tax savings through an expanding interest tax shield as well as a lower 

weighted average cost of capital. The interest rate paid on debt is increasing from 4.8% to 5.2%, which is 

less than the industry peers where the interest rate is increasing from 6.4% to 7.1%. 

 The interest tax shield is increasing between periods, whereas the industry benchmark is 

experiencing a decline, leaving us with a positive industry-adjusted increase in the interest tax shield by 

+62.2%. The depreciation tax shield, on the other hand, is decreasing by -44.6% for AAK and -35.9% for 

the industry peers, leaving us with an industry-adjusted decrease by -8.7%. The industry-adjusted change 

in interest tax shield is in line with the results in the five year measurement period, while the change in 
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depreciation tax shield is moving in the opposite direction in the longer measurement period. The effective 

tax rate for AAK is increasing by +5.7 percentage points to 31.4% in the three year post-merger period, 

compared to the decline in the industry benchmark by -1.9 percentage points to 24.1%, leaving us with an 

industry-adjusted increase in the effective tax rate by +7.5 percentage points. 

 

Table 39 – Leverage and tax shields 

  

 

Figure 12 – Leverage and tax shields 

 

7.9  SUMMING UP THE RESULTS IN THE SHORTER MEASUREMENT PERIOD 

Total industry-adjusted merger synergies are negative in the three year measurement period. The operating 

synergies are overwhelmingly negative, primarily due to the large increase in net working capital in the 

period. The only positive merger synergies come from the interest tax shield, with an increase large 

enough to result in positive total industry-adjusted financial synergies. The large negative effects from the 

increasing investments in net working capital, however, is by far outweighing the small positive effects 

from the increased interest tax shield. The estimated synergies in the three year measurement period is 

Change t+1 to t+3 t-3 to t-1 Synergies Change t+1 to t+3 t-3 to t-1 t-values Change t+1 to t+3 t-3 to t-1 t-values t+1 to t+3 t-3 to t-1

Liabilities and leverage (%) (%) (%)

Interest-bearing liabilities 128.4 128.4 - Pos. 111.5 111 - -3.61 -16.9 -17 - 1.04 AAK -

Net interest-bearing debt 150.8 150.8 - Pos. 143.3 143 - -3.91 -7.5 -7 - 0.38 AAK -

Interest expenses 119.0 119.0 - Neg. 94.9 95 - -1.79 -24.1 -24 - 1.78 Peers -

(pp) (pp) (pp)

Net interest-bearing debt as % of EBITDA 319.1 389.0 69.9 Pos. 397.1 614.9 217.8 -2.22 78.0 225.9 147.9 -3.29 AAK AAK

Interest-bearing liabilities as % of total assets 23.3 23.8 0.5 Pos. 17.9 47.2 29.3 -10.01 -5.4 23.4 28.8 2.34 AAK AAK

Interest expense as % of 2Y-avg. IB. liabilities -0.4 -1.9 -1.5 Pos. 0.3 5.2 4.8 -0.45 0.7 7.1 6.4 -2.12 AAK AAK

Tax shields (%) (%) (%)

Interest tax shield 62.2 62.2 - Pos. 17.6 17.6 - -0.26 -44.7 -44.7 - 1.98 AAK -

Depreciation tax shield -8.7 -8.7 - Neg. -44.6 -44.6 - 0.96 -35.9 -35.9 - 1.12 Peers -

Effective tax rate 7.5 (pp) 7.2 -0.3 Neg. 5.7 (pp) 31.4 25.7 -1.70 -1.9 (pp) 24.1 26.0 2.32 Peers AAK

AAK PeersIndustry-adjusted Best level

108%
132%

73%

198%

20%

-1%

66%

38%
8%

-100%

0%

100%

200%

300%

H
u

n
d

re
d

s



75 

 

therefore undoubtedly negative. This result is in sharp contrast to the positive industry-adjusted merger 

synergies estimated in the five year period. 

 The impact on corporate performance in the three year measurement period is also mostly 

negative. The industry-adjusted revenue is increasing; however, this is the only industry-adjusted effect on 

operating performance that is positive – all other measures are declining, implying a negative impact on 

operating performance following the merger. The industry-adjusted impact on relative operating 

performance measure are consistently negative, whereas some of the measures in the five year period is 

affected positively. The effect on capital investments and internal efficiency is mostly negative, although 

the industry-adjusted investments in net working capital is positively affected. The overall impact on 

capital investments and internal efficiency is negative. The results in the five year period is more mixed, 

leaning towards positive effects, especially on measures related to capital spending. The effect on leverage 

is in line with the results from the longer measurement period, supporting the conclusions that debt levels 

are increasing following a merger, and so are the interest tax shield. 

 The overall estimated merger synergies and the impact on corporate performance is consistently 

worse, or at best in line, with the results from the five year measurement period. This finding may suggest 

that some synergies are realized in the fourth and fifth year following the merger. It may also suggest that 

transaction costs, post-merger organizational integration issues, or other direct and indirect costs related to 

the merger are affecting the performance during the first few years following the merger.  

 

7.10 AN EVENT STUDY – WHAT DOES THE MARKET SAY? 

I complement the analysis of merger synergies and the impact on corporate performance with an event 

study of the abnormal share price reaction to the first public notification of the merger for the respective 

pre-merger companies. As discussed and defined in section 4.8, the event study measures the share price 

return to shareholders, including any dividends paid, net of the expected return based on the CAPM. All 

the data is presented in Appendix Table 7, and the underlying calculations can be found in Appendix 

Table 8-10. Detailed statistics for the event study data is presented in Appendix Table 11. As discussed in 

section 4.8, I use a 50 days trading period preceding and succeeding the announcement date, as well as 

testing the effect from the day before to the day after the event date.  

The cumulative abnormal return in the measurement periods can be interpreted as the present 

value of the market’s estimate of the value creation for shareholders due to the merger at the time of the 

announcement. This is the most conventional approach to estimating value creation in mergers and 

acquisitions. Therefore, I conduct an event study to complement my detailed accounting-based study of 

the synergy creation. Even though the event study methodology is not able to provide the same level of 

detail in the results, an event study will indicate the direction of merger synergies – whether they are 
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believed to be positive or negative – and gives a hint of the magnitude of the synergies according to the 

market’s expectations based on the available information at the time of the announcement. 

The weighted cumulative abnormal return (weighted CAR) for the 50 trading days preceding 

and the 50 trading days succeeding the merger for Aarhus United and Karlshamn’s shares is illustrated in 

Figure 13 below. The CAR of the individual companies is displayed in Figure 14 and Figure 15, 

respectively. The weighted CAR is weighted using market capitalization as weighing factors, as defined in 

section 4.8, in order to display the net effect to shareholders of both Aarhus United and Karlshamn. The 

weights for the respective companies are around 0.5 in the measurement period, meaning that the market 

capitalization of the respective company is around the same level and thus both companies influence the 

weighted CAR about equally much. By studying the development in Figure 13, it is obvious that the CAR 

is increasing following the merger announcement at t zero. The turnover in the number of shares traded in 

both respective shares too increased following the announcement, which is not surprising since a large 

news like a merger announcement normally attracts a lot of attention. Nevertheless, the liquidity in both 

shares were relatively good also before the announcement, implying that the liquidity was not causing a 

mispricing before the announcement.  

The weighted CAR is 7.6%, equivalent to SEK 198.1 million. The mean CAR in the 50 days 

period preceding the announcement is 0.77%, whereas in the 50 days period following the merger 

announcement the mean CAR has risen to 13.57%, as displayed in Table 40. A simple t-test confirms the 

significant rise, with a reported t-value of -14.05. The rise in weighted CAR is steady up until t = 32, from 

where it declines to about 8% before it stabilizes around 13% in the end of the period. The weighted 

increase between t -1 and +1 is 3.59%, equivalent to SEK 89.5 million.  

 

Table 40 – Cumulative abnormal returns 

 

 

 

 

Cumulative abnormal 

return +/- 1 +/- 50 +/- 1 +/- 50 +/- 1 +/- 50

SEK million 89 198 -62 8 232 379

% 3.6 7.6 -2.5 0.3 9.4 14.9

Cumulative abnormal 

return Pre Post Pre Post Pre Post

Mean (%) 0.8 13.6 -0.5 1.2 2.0 24.8

Variance 3.1 38.3 6.7 24.2 5.8 57.0

Observations 50 50 50 50 50 50

t-values

Panel B: 50 days CARs - statistics

-14.05 -20.29-2.18

Weighted Aarhus Karlshamn

Aarhus Karlshamn

Panel A: Cumulative abnormal returns

Weighted
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Figure 13 – Weighted cumulative abnormal return 

 

When studying the CAR for Aarhus United and Karlshamn respectively, presented in Figure 14 and 

Figure 15 below, it is obvious that the value creation is substantially larger for Karlshamn. The mean CAR 

in the 50 days preceding the announcement for Aarhus United is -0.5%, and is increasing slightly to 1.2% 

in the period following the announcement, as presented in Panel B in Table 40 above. The corresponding 

impact on Karlshamn’s share, however, is significantly positive. The mean CAR increases from 2.0% in 

the pre-announcement trading period to 24.8% in the post-announcement period. The sharp increase in 

CAR for Karlshamn is supported by the high t-statistics, meaning that the abnormal return to shareholders 

of Karlshamn following the merger announcement is economically and statistically significant. The CAR 

for the 50 days trading period is SEK 379 million, or 14.9%. The immediate impact, measured by the 

change from the day before the announcement to the day following the announcement is SEK 232 million, 

or 9.4%. The corresponding effect on Aarhus United is SEK 8 million, or 0.3%, in the 50 days trading 

period, and the immediate impact is actually negative by SEK 62 million, or -2.5%.  

 According to these results, the present value of the merger synergies attributable to the 

shareholders are 14.9%, or SEK 379 million, for Karlshamn and 0.3%, or SEK 8 million, for Aarhus 

United in the 50 days trading period preceding and succeeding the merger announcement. Thus, the 

abnormal value creation due to the merger announcement is substantial for Karlshamn, while the abnormal 

value creation for Aarhus United is more or less absent. The total value creation, or the net effect to all 

shareholders, is 7.6%, or SEK 198 million as estimated by the weighted CAR. Hence, of the additional 

value created in the merger estimated by the event study, the absolute majority is attributable to the 

abnormal return for the shareholders in Karlshamn. 
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Figure 14 – Aarhus United share’s cumulative abnormal return 

 

Figure 15 – Karlshamn share’s cumulative abnormal return 
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VIII  CONCLUSION 

In order to answer the initial problem statement how merger synergies and the impact on corporate 

performance in mergers should be estimated, this paper has reviewed the theory, research and empirical 

evidence within the area; constructed a methodology and theoretical framework; applied the framework to 

a specific case and analyzed the outcome of the merger between Aarhus United and Karlshamn. 

 

The overall results of the case study of the merger between Aarhus United and Karlshamn is somewhat 

mixed: By following the methodology developed in this report, it can be concluded that additional value is 

created in the merger as the estimated merger synergies are positive by +6.1%, or +45.5% when adjusting 

for the development in the industry benchmark. The impact on corporate performance is to a majority 

positive. When conducting the same calculations but instead use a three year measurement period, the 

results are gloomier. The reported negative estimates of the merger synergies in the three year 

measurement period indicates that it takes longer for merger synergies to be fully realized, and/or direct or 

indirect costs related to the merger are dominating the benefits during the first three years in the post-

merger period. An alternative explanation may be that financial data and operating performance are 

distorted the further away from the merger one measures. 

 

The greatest contribution of this report is the framework and methodology developed in section IV. The 

methodology is constructed based on the primary research within the field, and can be applied to any 

merger or acquisition to estimate the merger synergies and impact on corporate performance. In this 

report, a specific case study was conducted in order to illustrate how such a study could be undertaken. 

Other researchers could consider applying this framework on a larger data set, which would generate 

results on merger synergies and the impact on corporate performance on a more aggregate level. 

 

The results from this report and the developed methodology can be useful when measuring and evaluating 

mergers. It provides answers to where, when and how synergies are created and corporate performance 

affected. These are valuable conclusions for corporate managers, shareholders and advisers when 

evaluating a merger. If one would like to take control of the outcome and the results beforehand, the 

framework could also be used proactively when evaluating potential merger opportunities; when 

structuring the transaction; and lastly, when integrating the two organizations in the post-merger period. 

The potential synergies in a merger depends on the fundamentals of the merger opportunity itself, as well 

as how the deal is structured. But the synergies are not realized if the post-merger integration process. The 

estimated revenue- and cost-based synergies at an early stage before the merger is undertaken is different 

from the actual outcome a few years after the transaction. Hence, it is important to have reasonable 
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estimates of the potential merger synergies that should be based on hard facts, as well as the right 

circumstances and structure in place when executing the transaction, and lastly a reasonable post-merger 

integration plan in order to extract all the potential merger synergies. The methodology developed in this 

report can serve as an aid in all parts of these steps: A study can be conducted on data from similar 

mergers to assist in the early stage when estimating merger synergies; it could also provide guidance for 

potential gains from structuring the transaction with a specific amount of leverage; as well as provide 

guidance on where and when merger synergies are in fact realized in the post-merger period, which would 

aid managers in the post-merger integration process in order to keep the right focus at all times.
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X APPENDIX 

 

Table 1 – Operating financial data (Aarhus United, Karlshamn and AAK)

 

 

Table 2 – Capital investments and balance sheet (Aarhus United, Karlshamn and AAK) 

 

t-5 t-4 t-3 t-2 t-1 t+1 t+2 t+3 t+4 t+5

31-12-2000 31-12-2001 31-12-2002 31-12-2003 31-12-2004 31-12-2006 31-12-2007 31-12-2008 31-12-2009 31-12-2010 t+/-3 t+/-5

DKK/SEK end-of-year exchange rate 1.1865 1.2525 1.2334 1.2203 1.2111 1.2108 1.2632 1.4693 1.3827 1.2050

Aarhus DKK 4,565 4,880 4,886 4,485 4,972

Aarhus 5,417 6,112 6,026 5,473 6,021

Karlshamn 2,728 2,942 3,249 3,317 3,629

SUM 8,144 9,053 9,274 8,790 9,650 AAK 10,929 13,005 17,207 15,884 14,808 -2.40 -4.77

Aarhus DKK 344 400 366 301 342

Aarhus 408 501 451 367 415

Karlshamn 178 282 303 292 246

SUM 586 783 754 659 661 AAK 648 1,031 526 1,878 1,258 -0.28 -1.56

Aarhus DKK 166 117 427 227 337

Aarhus 197 147 527 277 408

Karlshamn 137 138 309 126 187

SUM 334 285 835 403 595 AAK 177 -383 17 2,265 757 3.24 -0.16

Aarhus DKK 27 -2 238 122 205

Aarhus 33 -2 294 149 249

Karlshamn 35 19 198 25 84

SUM 68 17 492 174 333 AAK -285 -932 -351 1,949 429 3.80 0.11

Aarhus DKK 101 170 134 86 175

Aarhus 120 213 166 105 212

Karlshamn 29 138 150 146 112

SUM 149 351 316 251 324 AAK 172 352 1 718 650 1.17 -0.71

Aarhus DKK 4,356 4,624 4,659 4,318 4,762

Aarhus 5,168 5,791 5,746 5,269 5,767

Karlshamn 2,638 2,746 3,037 3,119 3,481

SUM 7,807 8,537 8,784 8,389 9,248 AAK 10,587 12,359 17,056 14,409 13,926 -2.33 -4.63

t-statistics

Net income (SEK million)

Operating costs (SEK million)

Free cash flow (SEK million)

Revenue (SEK million)

EBITDA (SEK million)

Operating cash flow (SEK million)

t-5 t-4 t-3 t-2 t-1 t+1 t+2 t+3 t+4 t+5

31-12-2000 31-12-2001 31-12-2002 31-12-2003 31-12-2004 31-12-2006 31-12-2007 31-12-2008 31-12-2009 31-12-2010 t+/-3 t+/-5

DKK/SEK end-of-year exchange rate 1.1865 1.2525 1.2334 1.2203 1.2111 1.2108 1.2632 1.4693 1.3827 1.2050

Aarhus DKK 139 119 189 105 132

Aarhus 165 149 233 128 160

Karlshamn 101 119 111 101 102

SUM 266 268 344 229 262 AAK 462 549 368 316 328 -2.91 -2.72

Aarhus DKK 968 1,005 1,036 988 947

Aarhus 1,149 1,259 1,278 1,205 1,147

Karlshamn 441 552 479 570 606

SUM 1,590 1,812 1,757 1,776 1,753 AAK 2,170 3,367 3,619 2,698 2,667 -2.89 -4.42

Aarhus DKK 3,658 3,896 3,383 3,258 3,271

Aarhus 4,341 4,879 4,173 3,976 3,961

Karlshamn 1,662 1,815 1,771 1,899 1,933

SUM 6,003 6,695 5,944 5,875 5,895 AAK 6,933 8,857 11,078 8,513 9,252 -2.55 -4.16

Aarhus DKK 1,336 1,337 1,265 1,151 1,128

Aarhus 1,586 1,675 1,560 1,404 1,366

Karlshamn 717 752 741 740 728

SUM 2,302 2,427 2,301 2,144 2,094 AAK 2,751 2,964 3,189 2,978 2,718 -4.97 -6.37

Aarhus DKK 749 784 640 724 695

Aarhus 889 982 790 883 842

Karlshamn 364 433 440 455 439

SUM 1,253 1,415 1,229 1,338 1,281 AAK 1,512 2,451 3,098 2,237 2,299 -2.32 -3.98

Aarhus DKK 516 548 538 516 629

Aarhus 613 686 663 630 762

Karlshamn 362 422 430 442 473

SUM 975 1,108 1,093 1,072 1,235 AAK 1,401 1,803 2,219 1,458 1,751 -2.79 -4.15

Aarhus DKK 187 198 96 129 233

Aarhus 222 248 119 157 282

Karlshamn 242 255 268 236 242

SUM 463 503 387 393 524 AAK 502 723 1,019 568 838 -2.00 -2.84

Aarhus DKK 4,035 4,261 4,374 4,057 4,486

Aarhus 4,787 5,337 5,395 4,951 5,433

Karlshamn 2,023 2,114 2,412 2,463 2,755

SUM 6,810 7,451 7,807 7,414 8,188 AAK 8,520 10,040 14,821 12,021 11,713 -1.74 -3.60

t-statistics

Accounts payables (SEK million)

Cost of revenue (SEK million)

Capital expenditures  (SEK million)

Net working capital (SEK million)

Total assets (SEK million)

Accounts & notes receivables (SEK million)

Inventories (SEK million)

Fixed assets (SEK million)



 

Table 3 – Taxes and leverage (Aarhus United, Karlshamn and AAK) 

 

  

t-5 t-4 t-3 t-2 t-1 t+1 t+2 t+3 t+4 t+5

31-12-2000 31-12-2001 31-12-2002 31-12-2003 31-12-2004 31-12-2006 31-12-2007 31-12-2008 31-12-2009 31-12-2010 t+/-3 t+/-5

DKK/SEK end-of-year exchange rate 1.1865 1.2525 1.2334 1.2203 1.2111 1.2108 1.2632 1.4693 1.3827 1.2050

Aarhus 25.0 20.9 22.3 36.0 21.2

Karlshamn 45.2 26.9 24.1 23.8 27.0

Average 35.1 23.9 23.2 29.9 24.1 AAK 34.0 28.8 N/A 35.1 24.4 -1.70 -0.98

Aarhus DKK 32 43 42 51 48

Aarhus 38 54 52 62 59

Karlshamn 23 49 48 44 41

SUM 61 103 100 107 99 AAK 91 129 -133 455 202 0.89 -0.57

Aarhus DKK 1,679 1,695 1,435 1,406 1,317

Aarhus 1,993 2,122 1,770 1,716 1,595

Karlshamn 301 364 260 358 320

SUM 2,293 2,487 2,030 2,074 1,915 AAK 3,091 4,431 5,208 3,510 3,177 -3.61 -4.10

Aarhus DKK 1,432 1,320 1,324 1,251 1,124

Aarhus 1,700 1,653 1,633 1,527 1,361

Karlshamn 237 294 154 214 189

SUM 1,937 1,947 1,787 1,741 1,550 AAK 2,982 4,273 5,103 3,188 2,637 -3.91 -3.98

Aarhus DKK 99 99 79 69 62

Aarhus 118 124 98 85 75

Karlshamn 17 22 20 15 11

SUM 135 146 118 99 86 AAK 102 204 285 164 59 -1.79 -1.12

Aarhus DKK 135 144 139 134 132

Aarhus 160 180 171 163 160

Karlshamn 88 86 92 95 99

SUM 248 266 263 258 258 AAK 287 50 354 382 356 0.32 -11.05

t-statistics

Depreciation expenses (SEK million)

Effective tax rate (%)

Net interest-bearing debt (SEK million)

Interest-bearing liabilities (SEK million)

Tax expenses (SEK million)

Interest expenses (SEK million)



 

Table 4 – Operating financial data (industry peers) 

 

t-5 t-4 t-3 t-2 t-1 t+1 t+2 t+3 t+4 t+5

31-12-2000 31-12-2001 31-12-2002 31-12-2003 31-12-2004 31-12-2006 31-12-2007 31-12-2008 31-12-2009 31-12-2010 t+/-3 t+/-5

USD/SEK end-of-year exchange rate 9.4058 10.5650 8.7413 7.2389 6.6053 6.8442 6.3994 7.7567 7.1799 6.7735

EUR/SEK end-of-year exchange rate 8.8590 9.3039 9.1615 9.0881 9.0175 9.0324 9.4156 9.4156 10.3111 8.9929

GBP/SEK end-of-year exchange rate 14.0400 15.3298 14.0202 12.8700 12.7231 13.4020 12.7752 11.2261 11.4345 10.4772

ABF (GBP) 4,406 4,418 4,346 4,909 5,165 5,996 6,800 8,235 9,255 10,167

ADM (USD) 18,612 20,051 22,612 30,708 36,151 36,596 44,018 69,816 69,207 61,682

BG (USD) 9,667 11,484 13,882 22,165 25,168 26,274 37,842 52,574 41,926 45,707

CRBN (EUR) 2,725 3,620 3,418 4,396 2,732 2,421 2,486 2,599 2,556 2,990

SOY (USD) 68 92 121 199 306 598 804 1,055 819 898

UNA (EUR) 47,582 51,514 48,270 42,693 38,566 39,642 40,187 40,523 39,823 44,262

ABF 61,860 67,727 60,932 63,179 65,715 80,358 86,871 92,447 105,826 106,522

ADM 175,065 211,843 197,657 222,292 238,791 250,472 281,689 541,544 496,899 417,804

BG 90,926 121,328 121,347 160,450 166,242 179,825 242,166 407,802 301,024 309,597

CRBN 24,141 33,679 31,317 39,951 24,633 21,871 23,403 24,474 26,354 26,890

SOY 644 976 1,057 1,441 2,023 4,093 5,148 8,185 5,881 6,085

UNA 421,529 479,281 442,226 387,998 347,769 358,064 378,384 381,547 410,619 398,042

SUM 774,164 914,835 854,535 875,312 845,173 SUM 894,683 1,017,661 1,455,999 1,346,603 1,264,939 -1.55 -3.21

ABF (GBP) 539 493 527 562 606 730 832 878 1,082 1,304

ADM (USD) 1,094 1,273 1,423 1,423 1,432 2,430 2,743 3,176 3,457 3,357

BG (USD) 494 694 927 798 1,227 917 1,541 2,862 305 1,396

CRBN (EUR) 309 383 398 502 241 191 126 174 212 270

SOY (USD) 4 5 9 15 22 35 20 30 29 48

UNA (EUR) 7,248 8,607 8,018 7,557 6,585 6,390 6,766 6,793 6,052 7,620

ABF 7,568 7,558 7,389 7,233 7,710 9,783 10,629 9,857 12,372 13,662

ADM 10,294 13,451 12,440 10,301 9,459 16,630 17,554 24,635 24,821 22,739

BG 4,646 7,332 8,103 5,777 8,105 6,276 9,861 22,200 2,190 9,456

CRBN 2,737 3,562 3,642 4,566 2,173 1,725 1,187 1,637 2,181 2,430

SOY 39 54 81 111 147 241 129 231 207 327

UNA 64,210 80,079 73,457 68,679 59,380 57,717 63,706 63,960 62,403 68,526

SUM 89,493 112,034 105,112 96,667 86,975 SUM 92,373 103,066 122,520 104,173 117,139 -0.95 -1.37

ABF (GBP) 367 346 468 541 541 412 661 500 760 1,105

ADM (USD) 815 864 1,301 1,069 33 1,376 303 -3,204 5,341 2,684

BG (USD) -521 209 128 -41 802 -289 -411 2,543 -368 -2,435

CRBN (EUR) 224 223 240 298 190 178 139 99 277 189

SOY (USD) 0 0 0 2 11 10 -35 34 45 3

UNA (EUR) 5,637 3,743 5,014 4,511 4,852 4,151 3,658 3,668 5,531 5,250

ABF 5,153 5,304 6,561 6,963 6,883 5,522 8,444 5,613 8,690 11,577

ADM 7,669 9,130 11,374 7,740 220 9,418 1,939 -24,853 38,348 18,180

BG -4,900 2,208 1,119 -297 5,297 -1,978 -2,630 19,725 -2,642 -16,493

CRBN 1,986 2,078 2,196 2,706 1,714 1,606 1,307 927 2,858 1,696

SOY 0 3 1 14 71 65 -224 261 322 18

UNA 49,938 34,824 45,936 40,996 43,753 37,494 34,442 34,536 57,031 47,213

SUM 59,846 53,549 67,187 58,121 57,939 SUM 52,126 43,278 36,211 104,607 62,191 3.12 -0.03

ABF (GBP) 185 134 282 361 318 -20 241 -2 215 411

ADM (USD) 387 591 952 633 -476 614 -895 -4,983 3,443 1,077

BG (USD) -705 -21 -112 -345 365 -792 -1,069 1,647 -1,286 -3,507

CRBN (EUR) 132 112 125 124 82 53 22 35 230 114

SOY (USD) -4 -4 -4 -6 -9 -1 -65 24 32 -17

UNA (EUR) 4,276 2,207 3,719 3,473 3,874 3,138 2,612 2,526 4,283 3,612

ABF 2,597 2,054 3,954 4,646 4,046 -268 3,079 -22 2,458 4,306

ADM 3,637 6,244 8,318 4,584 -3,143 4,203 -5,727 -38,652 24,720 7,295

BG -6,631 -222 -979 -2,497 2,411 -5,421 -6,841 12,775 -9,233 -23,755

CRBN 1,165 1,043 1,142 1,123 737 481 206 328 2,366 1,026

SOY -34 -39 -38 -40 -60 -10 -414 186 227 -113

UNA 37,881 20,534 34,072 31,563 34,934 28,344 24,593 23,784 44,162 32,482

SUM 38,616 29,614 46,467 39,379 38,924 SUM 27,329 14,896 -1,601 64,702 21,242 3.21 1.18

ABF (GBP) 141 245 340 338 347 291 356 329 341 538

ADM (USD) 306 382 529 476 524 1224 1983 1456 1818 1923

BG (USD) 13 129 309 446 492 462 614 1108 352 2119

CRBN (EUR) 158 499 165 178 157 104 211 89 89 86

SOY (USD) 0 3 7 10 11 0 -8 -7 61 5

UNA (EUR) 1489 1760 1899 2611 2714 4895 3876 5106 3330 4019

ABF 1,980 3,749 4,771 4,345 4,417 3,899 4,543 3,698 3,894 5,641

ADM 2,874 4,031 4,624 3,447 3,463 8,378 12,688 11,294 13,055 13,026

BG 126 1,364 2,699 3,226 3,250 3,165 3,931 8,597 2,526 14,355

CRBN 1,396 4,644 1,511 1,619 1,416 937 1,988 836 917 773

SOY 0 33 63 70 75 2 -49 -52 439 32

UNA 13,194 16,377 17,394 23,728 24,475 44,218 36,495 48,080 34,333 36,139

SUM 19,570 30,197 31,060 36,434 37,097 SUM 60,599 59,596 72,451 55,165 69,966 -6.45 -7.19

ABF (GBP) 4,079 4,085 3,986 4,531 4,744 5,484 6,261 7,667 8,548 9,276

ADM (USD) 18,122 19,351 21,755 29,929 35,405 34,823 41,976 67,361 66,530 59,237

BG (USD) 9,322 10,957 13,123 21,551 24,153 25,681 36,686 50,151 42,064 44,754

CRBN (EUR) 2,495 3,364 3,149 4,075 2,568 2,300 2,426 2,491 2,413 2,832

SOY (USD) 66 91 116 189 291 575 799 1,045 810 868

UNA (EUR) 42,288 45,752 42,556 37,113 32,802 34,234 34,364 34,733 34,803 37,635

ABF 57,269 62,622 55,885 58,314 60,358 73,497 79,986 86,071 97,742 97,187

ADM 170,454 204,440 190,170 216,650 233,860 238,336 268,621 522,501 477,678 401,242

BG 87,681 115,761 114,712 156,006 159,538 175,766 234,768 389,008 302,015 303,142

CRBN 22,105 31,298 28,847 37,035 23,160 20,770 22,840 23,454 24,882 25,468

SOY 623 963 1,011 1,367 1,922 3,932 5,115 8,104 5,813 5,879

UNA 374,629 425,672 389,877 337,287 295,792 309,216 323,557 327,031 358,857 338,447

SUM 712,761 840,756 780,502 806,658 774,630 SUM 821,518 934,888 1,356,169 1,266,987 1,171,364 -1.54 -3.18

t-statistics

Operating costs (SEK million)

Revenue (SEK million)

EBITDA (SEK million)

Operating cash flow (SEK million)

Free cash flow (SEK million)

Net income (SEK million)



 

Table 5 – Capital investments and balance sheet (industry peers) 

 

 

  

t-5 t-4 t-3 t-2 t-1 t+1 t+2 t+3 t+4 t+5

31-12-2000 31-12-2001 31-12-2002 31-12-2003 31-12-2004 31-12-2006 31-12-2007 31-12-2008 31-12-2009 31-12-2010 t+/-3 t+/-5

USD/SEK end-of-year exchange rate 9.4058 10.5650 8.7413 7.2389 6.6053 6.8442 6.3994 7.7567 7.1799 6.7735

EUR/SEK end-of-year exchange rate 8.8590 9.3039 9.1615 9.0881 9.0175 9.0324 9.4156 9.4156 10.3111 8.9929

GBP/SEK end-of-year exchange rate 14.0400 15.3298 14.0202 12.8700 12.7231 13.4020 12.7752 11.2261 11.4345 10.4772

ABF (GBP) 182 212 186 180 223 432 420 502 545 694

ADM (USD) 429 273 350 436 509 762 1,198 1,779 1,898 1,607

BG (USD) 184 230 240 304 437 503 658 896 918 1,072

CRBN (EUR) 93 111 115 174 108 125 117 64 48 75

SOY (USD) 4 4 4 7 20 11 30 10 13 19

UNA (EUR) 1,361 1,536 1,295 1,038 978 1,013 1,046 1,142 1,248 1,638

ABF 2,555 3,250 2,608 2,317 2,837 5,790 5,366 5,636 6,232 7,271

ADM 4,033 2,886 3,056 3,156 3,364 5,215 7,666 13,799 13,627 10,885

BG 1,731 2,430 2,098 2,201 2,887 3,443 4,211 6,950 6,591 7,261

CRBN 821 1,036 1,054 1,582 977 1,125 1,101 600 492 670

SOY 34 42 39 54 131 75 190 75 95 131

UNA 12,057 14,291 11,864 9,433 8,819 9,150 9,849 10,753 12,868 14,730

SUM 21,231 23,935 20,720 18,743 19,015 SUM 24,797 28,382 37,812 39,906 40,949 -2.76 -4.02

ABF (GBP) 287 342 308 264 267 556 530 868 616 499

ADM (USD) 2,480 2,723 3,113 3,275 4,108 5,178 7,124 12,924 9,372 8,839

BG (USD) 1,719 1,716 2,684 3,009 3,015 4,123 5,815 4,649 5,220 7,563

CRBN (EUR) 290 317 194 360 519 47 246 281 168 234

SOY (USD) 8 11 20 39 57 129 188 197 196 195

UNA (EUR) 2,652 595 -630 -763 -1,188 -1,297 -921 -976 -2,123 -1,712

ABF 4,029 5,243 4,318 3,398 3,397 7,452 6,771 9,744 7,044 5,228

ADM 23,331 28,773 27,212 23,708 27,137 35,438 45,589 100,248 67,290 59,871

BG 16,169 18,130 23,462 21,782 19,915 28,219 37,213 36,061 37,479 51,228

CRBN 2,572 2,952 1,775 3,273 4,676 420 2,320 2,642 1,729 2,108

SOY 74 119 172 284 378 880 1,202 1,531 1,410 1,318

UNA 23,494 5,536 -5,772 -6,934 -10,713 -11,715 -8,672 -9,190 -21,890 -15,396

SUM 69,668 60,752 51,167 45,510 44,791 SUM 60,693 84,423 141,036 93,062 104,358 -2.19 -3.02

ABF (GBP) 3,867 3,916 4,387 4,710 4,855 6,492 6,980 8,151 9,033 9,288

ADM (USD) 14,472 14,340 15,379 17,183 19,369 21,269 25,118 37,056 31,582 31,808

BG (USD) 5,854 5,443 8,349 9,884 10,907 14,347 21,991 20,230 21,286 26,001

CRBN (EUR) 1,533 2,372 2,419 2,765 2,674 2,225 2,048 2,107 2,004 2,627

SOY (USD) 62 80 115 174 220 405 565 581 551 609

UNA (EUR) 57,640 52,959 42,364 37,968 36,858 37,072 37,302 36,142 37,016 41,167

ABF 54,293 60,031 61,507 60,618 61,771 87,006 89,171 91,504 103,288 97,312

ADM 136,120 151,501 134,435 124,385 127,937 145,570 160,740 287,433 226,755 215,452

BG 55,062 57,505 72,981 71,549 72,044 98,194 140,729 156,919 152,831 176,118

CRBN 13,578 22,065 22,161 25,132 24,113 20,098 19,286 19,834 20,660 23,627

SOY 582 846 1,008 1,258 1,454 2,770 3,613 4,507 3,958 4,127

UNA 510,633 492,725 388,118 345,057 332,367 334,850 351,220 340,298 381,676 370,209

SUM 770,267 784,674 680,209 627,999 619,686 SUM 688,488 764,758 900,494 889,168 886,846 -0.77 -2.36

ABF (GBP) 1,459 1,397 1,421 1,406 1,459 2,525 2,642 3,110 3,519 3,941

ADM (USD) 5,277 4,920 4,890 5,469 5,255 5,293 6,010 7,125 7,950 8,712

BG (USD) 1,859 1,669 2,056 1,882 2,536 3,446 4,216 3,969 5,347 5,312

CRBN (EUR) 649 765 762 845 594 586 520 513 500 575

SOY (USD) 29 31 37 45 62 87 116 111 105 115

UNA (EUR) 9,839 9,240 7,436 6,655 6,181 6,276 6,284 5,957 6,644 7,854

ABF 20,484 21,416 19,923 18,095 18,563 33,840 33,752 34,913 40,238 41,291

ADM 49,635 51,984 42,747 39,587 34,709 36,227 38,460 55,267 57,080 59,011

BG 17,485 17,633 17,972 13,624 16,751 23,585 26,980 30,786 38,391 35,981

CRBN 5,749 7,117 6,982 7,677 5,355 5,289 4,894 4,834 5,155 5,167

SOY 270 326 324 324 412 599 745 858 755 780

UNA 87,164 85,968 68,125 60,481 55,737 56,688 59,167 56,089 68,507 70,630

SUM 180,787 184,444 156,072 139,788 131,528 SUM 156,228 163,999 182,747 210,126 212,860 -2.36 -1.70

ABF (GBP) 206 149 149 142 139 177 214 234 290 324

ADM (USD) 604 572 567 644 686 657 701 721 730 857

BG (USD) 149 167 168 181 208 318 374 428 427 420

CRBN (EUR) 79 102 96 132 78 68 61 59 61 72

SOY (USD) 2 4 4 5 7 12 15 19 19 18

UNA (EUR) 1,519 1,458 2,304 849 750 787 804 788 851 819

ABF 2,892 2,284 2,089 1,828 1,769 2,372 2,734 2,627 3,316 3,395

ADM 5,683 6,047 4,953 4,659 4,529 4,495 4,486 5,593 5,241 5,805

BG 1,401 1,764 1,469 1,310 1,374 2,176 2,393 3,320 3,066 2,845

CRBN 701 948 880 1,203 700 610 572 554 628 644

SOY 18 40 36 37 47 80 96 150 139 121

UNA 13,457 13,565 21,108 7,716 6,763 7,109 7,570 7,419 8,775 7,365

SUM 24,152 24,649 30,534 16,753 15,181 SUM 16,842 17,851 19,663 21,165 20,174 0.55 1.07

ABF (GBP) 496 469 498 516 496 732 765 1,042 1,262 1,238

ADM (USD) 2,223 2,416 2,846 3,320 4,041 4,471 6,404 11,483 7,311 6,122

BG (USD) 1,311 1,368 2,407 2,867 2,636 3,684 5,924 5,653 4,862 6,635

CRBN (EUR) 361 372 364 501 392 246 256 311 251 335

SOY (USD) 10 14 23 35 50 127 183 201 156 200

UNA (EUR) 5,421 5,343 4,500 4,175 3,756 3,796 3,894 3,889 3,578 4,309

ABF 6,964 7,190 6,982 6,641 6,311 9,810 9,773 11,698 14,430 12,971

ADM 20,908 25,530 24,881 24,036 26,690 30,602 40,982 89,071 52,492 41,467

BG 12,331 14,453 21,040 20,754 17,412 25,214 37,910 43,849 34,909 44,942

CRBN 3,194 3,456 3,330 4,553 3,530 2,226 2,411 2,928 2,589 3,016

SOY 96 146 201 252 327 867 1,169 1,557 1,119 1,357

UNA 48,025 49,711 41,227 37,943 33,870 34,287 36,664 36,617 36,893 38,750

SUM 91,517 100,485 97,662 94,178 88,140 SUM 103,006 128,910 185,719 142,433 142,504 -1.87 -3.40

ABF (GBP) 439 423 426 430 477 565 616 827 847 835

ADM (USD) 2,223 2,416 2,846 3,320 4,041 4,471 6,404 11,483 7,311 6,122

BG (USD) 873 881 1,168 1,495 1,928 1,879 2,541 2,350 2,363 2,901

CRBN (EUR) 340 473 472 451 290 294 304 313 290 344

SOY (USD) 9 8 18 26 38 74 88 95 78 99

UNA (EUR) 5,461 5,344 4,112 3,510 3,161 3,054 2,965 2,788 2,314 2,541

ABF 6,164 6,485 5,973 5,534 6,069 7,572 7,870 9,284 9,685 8,748

ADM 20,908 25,530 24,881 24,036 26,690 30,602 40,982 89,071 52,492 41,467

BG 8,211 9,308 10,210 10,822 12,735 12,860 16,261 18,228 16,966 19,650

CRBN 3,009 4,402 4,322 4,101 2,615 2,659 2,861 2,942 2,992 3,094

SOY 82 89 159 190 254 504 561 738 563 669

UNA 48,379 49,720 37,672 31,899 28,504 27,585 27,917 26,251 23,860 22,851

SUM 86,754 95,532 83,217 76,582 76,868 SUM 81,782 96,452 146,514 106,559 96,480 -1.49 -1.89

ABF (GBP) 243 255 271 319 349 445 503 570 667 762

ADM (USD) 2,189 1,795 2,331 2,849 3,238 4,014 4,919 6,544 5,786 5,538

BG (USD) 839 775 1,271 1,678 1,898 2,328 4,061 4,158 3,275 3,637

CRBN (EUR) 221 335 315 370 280 192 228 237 224 297

SOY (USD) 13 13 20 25 36 63 69 107 88 75

UNA (EUR) 5,386 4,882 4,341 3,707 3,729 3,833 3,690 3,873 3,982 6,017

ABF 3,412 3,909 3,799 4,106 4,440 5,964 6,426 6,399 7,627 7,984

ADM 20,585 18,961 20,376 20,623 21,389 27,475 31,479 50,760 41,543 37,512

BG 7,891 8,188 11,110 12,147 12,537 15,933 25,988 32,252 23,514 24,635

CRBN 1,958 3,112 2,884 3,362 2,522 1,736 2,143 2,231 2,307 2,668

SOY 121 136 172 179 236 432 444 830 628 508

UNA 47,715 45,422 39,770 33,690 33,626 34,621 34,743 36,467 41,059 54,110

SUM 81,682 79,727 78,112 74,105 74,751 SUM 86,162 101,223 128,938 116,678 127,416 -2.37 -4.15

ABF (GBP) 3,346 3,355 3,420 3,630 3,811 4,338 5,058 6,327 7,085 7554

ADM (USD) 17,393 18,620 20,928 28,981 34,003 33,630 40,781 65,942 65,118 57839

BG (USD) 8,935 10,521 12,544 20,860 23,282 24,703 35,327 48,538 40,722 43196

CRBN (EUR) 2,183 2,917 2,755 3,543 2,201 1,927 2,062 2,100 1,998 2352

SOY (USD) 59 80 101 163 248 496 676 899 710 757

UNA (EUR) 25,221 26,962 24,049 21,192 19,856 20,093 20,558 21,342 20,580 23054

ABF 46,978 51,431 47,949 46,718 48,488 58,138 64,617 71,028 81,013 79,145

ADM 163,594 196,716 182,942 209,790 224,600 230,173 260,974 511,494 467,540 391,773

BG 84,041 111,154 109,651 151,003 153,785 169,073 226,072 376,496 292,379 292,589

CRBN 19,336 27,141 25,237 32,195 19,851 17,407 19,413 19,769 20,597 21,148

SOY 551 842 887 1,183 1,637 3,397 4,328 6,974 5,098 5,126

UNA 223,433 250,852 220,325 192,595 179,051 181,489 193,565 200,947 212,202 207,322

SUM 537,932 638,136 586,990 633,484 627,412 SUM 659,676 768,969 1,186,708 1,078,830 997,102 -1.59 -3.35

Capital expenditures (SEK million)

Net working capital (SEK million)

Total assets (SEK million)

Fixed assets (SEK million)

t-statistics

Cost of revenue (SEK million)

Inventories (SEK million)

Accounts & notes receivables (SEK million)

  Accounts payables (SEK million)

Depreciation expenses (SEK million)



 

Table 5 continued – Capital investments and balance sheet (industry peers) 

  

t-5 t-4 t-3 t-2 t-1 t+1 t+2 t+3 t+4 t+5

31-12-2000 31-12-2001 31-12-2002 31-12-2003 31-12-2004 31-12-2006 31-12-2007 31-12-2008 31-12-2009 31-12-2010 t+/-3 t+/-5

USD/SEK end-of-year exchange rate 9.4058 10.5650 8.7413 7.2389 6.6053 6.8442 6.3994 7.7567 7.1799 6.7735

EUR/SEK end-of-year exchange rate 8.8590 9.3039 9.1615 9.0881 9.0175 9.0324 9.4156 9.4156 10.3111 8.9929

GBP/SEK end-of-year exchange rate 14.0400 15.3298 14.0202 12.8700 12.7231 13.4020 12.7752 11.2261 11.4345 10.4772

ABF (GBP) 182 212 186 180 223 432 420 502 545 694

ADM (USD) 429 273 350 436 509 762 1,198 1,779 1,898 1,607

BG (USD) 184 230 240 304 437 503 658 896 918 1,072

CRBN (EUR) 93 111 115 174 108 125 117 64 48 75

SOY (USD) 4 4 4 7 20 11 30 10 13 19

UNA (EUR) 1,361 1,536 1,295 1,038 978 1,013 1,046 1,142 1,248 1,638

ABF 2,555 3,250 2,608 2,317 2,837 5,790 5,366 5,636 6,232 7,271

ADM 4,033 2,886 3,056 3,156 3,364 5,215 7,666 13,799 13,627 10,885

BG 1,731 2,430 2,098 2,201 2,887 3,443 4,211 6,950 6,591 7,261

CRBN 821 1,036 1,054 1,582 977 1,125 1,101 600 492 670

SOY 34 42 39 54 131 75 190 75 95 131

UNA 12,057 14,291 11,864 9,433 8,819 9,150 9,849 10,753 12,868 14,730

SUM 21,231 23,935 20,720 18,743 19,015 SUM 24,797 28,382 37,812 39,906 40,949 -2.76 -4.02

ABF (GBP) 287 342 308 264 267 556 530 868 616 499

ADM (USD) 2,480 2,723 3,113 3,275 4,108 5,178 7,124 12,924 9,372 8,839

BG (USD) 1,719 1,716 2,684 3,009 3,015 4,123 5,815 4,649 5,220 7,563

CRBN (EUR) 290 317 194 360 519 47 246 281 168 234

SOY (USD) 8 11 20 39 57 129 188 197 196 195

UNA (EUR) 2,652 595 -630 -763 -1,188 -1,297 -921 -976 -2,123 -1,712

ABF 4,029 5,243 4,318 3,398 3,397 7,452 6,771 9,744 7,044 5,228

ADM 23,331 28,773 27,212 23,708 27,137 35,438 45,589 100,248 67,290 59,871

BG 16,169 18,130 23,462 21,782 19,915 28,219 37,213 36,061 37,479 51,228

CRBN 2,572 2,952 1,775 3,273 4,676 420 2,320 2,642 1,729 2,108

SOY 74 119 172 284 378 880 1,202 1,531 1,410 1,318

UNA 23,494 5,536 -5,772 -6,934 -10,713 -11,715 -8,672 -9,190 -21,890 -15,396

SUM 69,668 60,752 51,167 45,510 44,791 SUM 60,693 84,423 141,036 93,062 104,358 -2.19 -3.02

ABF (GBP) 3,867 3,916 4,387 4,710 4,855 6,492 6,980 8,151 9,033 9,288

ADM (USD) 14,472 14,340 15,379 17,183 19,369 21,269 25,118 37,056 31,582 31,808

BG (USD) 5,854 5,443 8,349 9,884 10,907 14,347 21,991 20,230 21,286 26,001

CRBN (EUR) 1,533 2,372 2,419 2,765 2,674 2,225 2,048 2,107 2,004 2,627

SOY (USD) 62 80 115 174 220 405 565 581 551 609

UNA (EUR) 57,640 52,959 42,364 37,968 36,858 37,072 37,302 36,142 37,016 41,167

ABF 54,293 60,031 61,507 60,618 61,771 87,006 89,171 91,504 103,288 97,312

ADM 136,120 151,501 134,435 124,385 127,937 145,570 160,740 287,433 226,755 215,452

BG 55,062 57,505 72,981 71,549 72,044 98,194 140,729 156,919 152,831 176,118

CRBN 13,578 22,065 22,161 25,132 24,113 20,098 19,286 19,834 20,660 23,627

SOY 582 846 1,008 1,258 1,454 2,770 3,613 4,507 3,958 4,127

UNA 510,633 492,725 388,118 345,057 332,367 334,850 351,220 340,298 381,676 370,209

SUM 770,267 784,674 680,209 627,999 619,686 SUM 688,488 764,758 900,494 889,168 886,846 -0.77 -2.36

ABF (GBP) 1,459 1,397 1,421 1,406 1,459 2,525 2,642 3,110 3,519 3,941

ADM (USD) 5,277 4,920 4,890 5,469 5,255 5,293 6,010 7,125 7,950 8,712

BG (USD) 1,859 1,669 2,056 1,882 2,536 3,446 4,216 3,969 5,347 5,312

CRBN (EUR) 649 765 762 845 594 586 520 513 500 575

SOY (USD) 29 31 37 45 62 87 116 111 105 115

UNA (EUR) 9,839 9,240 7,436 6,655 6,181 6,276 6,284 5,957 6,644 7,854

ABF 20,484 21,416 19,923 18,095 18,563 33,840 33,752 34,913 40,238 41,291

ADM 49,635 51,984 42,747 39,587 34,709 36,227 38,460 55,267 57,080 59,011

BG 17,485 17,633 17,972 13,624 16,751 23,585 26,980 30,786 38,391 35,981

CRBN 5,749 7,117 6,982 7,677 5,355 5,289 4,894 4,834 5,155 5,167

SOY 270 326 324 324 412 599 745 858 755 780

UNA 87,164 85,968 68,125 60,481 55,737 56,688 59,167 56,089 68,507 70,630

SUM 180,787 184,444 156,072 139,788 131,528 SUM 156,228 163,999 182,747 210,126 212,860 -2.36 -1.70

ABF (GBP) 206 149 149 142 139 177 214 234 290 324

ADM (USD) 604 572 567 644 686 657 701 721 730 857

BG (USD) 149 167 168 181 208 318 374 428 427 420

CRBN (EUR) 79 102 96 132 78 68 61 59 61 72

SOY (USD) 2 4 4 5 7 12 15 19 19 18

UNA (EUR) 1,519 1,458 2,304 849 750 787 804 788 851 819

ABF 2,892 2,284 2,089 1,828 1,769 2,372 2,734 2,627 3,316 3,395

ADM 5,683 6,047 4,953 4,659 4,529 4,495 4,486 5,593 5,241 5,805

BG 1,401 1,764 1,469 1,310 1,374 2,176 2,393 3,320 3,066 2,845

CRBN 701 948 880 1,203 700 610 572 554 628 644

SOY 18 40 36 37 47 80 96 150 139 121

UNA 13,457 13,565 21,108 7,716 6,763 7,109 7,570 7,419 8,775 7,365

SUM 24,152 24,649 30,534 16,753 15,181 SUM 16,842 17,851 19,663 21,165 20,174 0.55 1.07

ABF (GBP) 496 469 498 516 496 732 765 1,042 1,262 1,238

ADM (USD) 2,223 2,416 2,846 3,320 4,041 4,471 6,404 11,483 7,311 6,122

BG (USD) 1,311 1,368 2,407 2,867 2,636 3,684 5,924 5,653 4,862 6,635

CRBN (EUR) 361 372 364 501 392 246 256 311 251 335

SOY (USD) 10 14 23 35 50 127 183 201 156 200

UNA (EUR) 5,421 5,343 4,500 4,175 3,756 3,796 3,894 3,889 3,578 4,309

ABF 6,964 7,190 6,982 6,641 6,311 9,810 9,773 11,698 14,430 12,971

ADM 20,908 25,530 24,881 24,036 26,690 30,602 40,982 89,071 52,492 41,467

BG 12,331 14,453 21,040 20,754 17,412 25,214 37,910 43,849 34,909 44,942

CRBN 3,194 3,456 3,330 4,553 3,530 2,226 2,411 2,928 2,589 3,016

SOY 96 146 201 252 327 867 1,169 1,557 1,119 1,357

UNA 48,025 49,711 41,227 37,943 33,870 34,287 36,664 36,617 36,893 38,750

SUM 91,517 100,485 97,662 94,178 88,140 SUM 103,006 128,910 185,719 142,433 142,504 -1.87 -3.40

ABF (GBP) 439 423 426 430 477 565 616 827 847 835

ADM (USD) 2,223 2,416 2,846 3,320 4,041 4,471 6,404 11,483 7,311 6,122

BG (USD) 873 881 1,168 1,495 1,928 1,879 2,541 2,350 2,363 2,901

CRBN (EUR) 340 473 472 451 290 294 304 313 290 344

SOY (USD) 9 8 18 26 38 74 88 95 78 99

UNA (EUR) 5,461 5,344 4,112 3,510 3,161 3,054 2,965 2,788 2,314 2,541

ABF 6,164 6,485 5,973 5,534 6,069 7,572 7,870 9,284 9,685 8,748

ADM 20,908 25,530 24,881 24,036 26,690 30,602 40,982 89,071 52,492 41,467

BG 8,211 9,308 10,210 10,822 12,735 12,860 16,261 18,228 16,966 19,650

CRBN 3,009 4,402 4,322 4,101 2,615 2,659 2,861 2,942 2,992 3,094

SOY 82 89 159 190 254 504 561 738 563 669

UNA 48,379 49,720 37,672 31,899 28,504 27,585 27,917 26,251 23,860 22,851

SUM 86,754 95,532 83,217 76,582 76,868 SUM 81,782 96,452 146,514 106,559 96,480 -1.49 -1.89

ABF (GBP) 243 255 271 319 349 445 503 570 667 762

ADM (USD) 2,189 1,795 2,331 2,849 3,238 4,014 4,919 6,544 5,786 5,538

BG (USD) 839 775 1,271 1,678 1,898 2,328 4,061 4,158 3,275 3,637

CRBN (EUR) 221 335 315 370 280 192 228 237 224 297

SOY (USD) 13 13 20 25 36 63 69 107 88 75

UNA (EUR) 5,386 4,882 4,341 3,707 3,729 3,833 3,690 3,873 3,982 6,017

ABF 3,412 3,909 3,799 4,106 4,440 5,964 6,426 6,399 7,627 7,984

ADM 20,585 18,961 20,376 20,623 21,389 27,475 31,479 50,760 41,543 37,512

BG 7,891 8,188 11,110 12,147 12,537 15,933 25,988 32,252 23,514 24,635

CRBN 1,958 3,112 2,884 3,362 2,522 1,736 2,143 2,231 2,307 2,668

SOY 121 136 172 179 236 432 444 830 628 508

UNA 47,715 45,422 39,770 33,690 33,626 34,621 34,743 36,467 41,059 54,110

SUM 81,682 79,727 78,112 74,105 74,751 SUM 86,162 101,223 128,938 116,678 127,416 -2.37 -4.15

ABF (GBP) 3,346 3,355 3,420 3,630 3,811 4,338 5,058 6,327 7,085 7554

ADM (USD) 17,393 18,620 20,928 28,981 34,003 33,630 40,781 65,942 65,118 57839

BG (USD) 8,935 10,521 12,544 20,860 23,282 24,703 35,327 48,538 40,722 43196

CRBN (EUR) 2,183 2,917 2,755 3,543 2,201 1,927 2,062 2,100 1,998 2352

SOY (USD) 59 80 101 163 248 496 676 899 710 757

UNA (EUR) 25,221 26,962 24,049 21,192 19,856 20,093 20,558 21,342 20,580 23054

ABF 46,978 51,431 47,949 46,718 48,488 58,138 64,617 71,028 81,013 79,145

ADM 163,594 196,716 182,942 209,790 224,600 230,173 260,974 511,494 467,540 391,773

BG 84,041 111,154 109,651 151,003 153,785 169,073 226,072 376,496 292,379 292,589

CRBN 19,336 27,141 25,237 32,195 19,851 17,407 19,413 19,769 20,597 21,148

SOY 551 842 887 1,183 1,637 3,397 4,328 6,974 5,098 5,126

UNA 223,433 250,852 220,325 192,595 179,051 181,489 193,565 200,947 212,202 207,322

SUM 537,932 638,136 586,990 633,484 627,412 SUM 659,676 768,969 1,186,708 1,078,830 997,102 -1.59 -3.35

Capital expenditures (SEK million)

Net working capital (SEK million)

Total assets (SEK million)

Fixed assets (SEK million)

t-statistics

Cost of revenue (SEK million)

Inventories (SEK million)

Accounts & notes receivables (SEK million)

  Accounts payables (SEK million)

Depreciation expenses (SEK million)



 

Table 6 – Taxes and leverage (industry peers) 

 

  

t-5 t-4 t-3 t-2 t-1 t+1 t+2 t+3 t+4 t+5

31-12-2000 31-12-2001 31-12-2002 31-12-2003 31-12-2004 31-12-2006 31-12-2007 31-12-2008 31-12-2009 31-12-2010 t+/-3 t+/-5

USD/SEK 9.4058 10.5650 8.7413 7.2389 6.6053 6.8442 6.3994 7.7567 7.1799 6.7735

EUR/SEK 8.8590 9.3039 9.1615 9.0881 9.0175 9.0324 9.4156 9.4156 10.3111 8.9929

GBP/SEK 14.0400 15.3298 14.0202 12.8700 12.7231 13.4020 12.7752 11.2261 11.4345 10.4772

ABF 44.5 31.6 23.2 27.9 29.6 26.5 21.3 25.8 22.6 25.4

ADM 14.8 26.6 28.9 28.5 31.1 29.3 31.5 31.3 32.5 25.8

BG 16.9 25.8 21.6 27.8 32.0 N/A 25.1 15.6 N/A 22.4

CRBN 27.7 12.1 27.4 29.5 23.8 14.1 N/A N/A 23.8 23.9

SOY N/A 88.3 9.6 10.0 22.1 20.7 N/A N/A 25.2 29.4

UNA 51.5 42.7 39.6 33.6 21.9 23.7 21.7 25.9 25.4 25.0

Average 31.1 37.8 25.1 26.2 26.7 Average 22.9 24.9 24.6 25.9 25.3 2.32 1.94

ABF (GBP) 109 116 95 125 146 111 108 136 112 194

ADM (USD) 52 139 208 180 223 543 992 822 812 666

BG (USD) 12 68 104 201 289 -36 310 245 -110 689

CRBN (EUR) 58 56 62 70 33 11 -16 -12 27 31

SOY (USD) -1 0 0 1 3 3 -6 1 -3 6

UNA (EUR) 1,403 1,547 1,605 1,527 810 1,146 1,128 1,844 1,257 1,534

ABF 1,530 1,778 1,332 1,609 1,858 1,488 1,380 1,527 1,281 2,033

ADM 492 1,464 1,817 1,302 1,475 3,718 6,348 6,376 5,830 4,511

BG 113 718 909 1,455 1,909 -246 1,984 1,900 -790 4,667

CRBN 509 524 565 634 295 95 -150 -109 279 281

SOY -5 2 4 7 21 21 -39 6 -23 41

UNA 12,429 14,393 14,704 13,878 7,304 10,351 10,621 17,362 12,961 13,795

SUM 15,069 18,880 19,331 18,885 12,861 SUM 15,426 20,144 27,062 19,538 25,327 -0.97 -1.82

ABF (GBP) 217 239 451 474 425 707 723 1,148 1,390 1,161

ADM (USD) 4,860 4,609 4,385 5,183 5,671 4,680 5,285 11,045 7,996 7,548

BG (USD) 2,525 1,813 3,403 3,394 3,281 3,484 4,547 3,583 3,815 4,881

CRBN (EUR) 504 814 787 1,140 942 672 493 612 449 750

SOY (USD) 23 18 41 25 36 118 158 179 151 141

UNA (EUR) 29,741 25,500 19,870 15,900 12,048 8,601 9,507 11,205 9,971 9,534

ABF 3,047 3,664 6,323 6,100 5,407 9,475 9,236 12,888 15,894 12,164

ADM 45,709 48,693 38,327 37,517 37,460 32,028 33,821 85,673 57,410 51,126

BG 23,750 19,154 29,747 24,569 21,672 23,845 29,098 27,792 27,391 33,062

CRBN 4,466 7,570 7,207 10,360 8,494 6,073 4,645 5,760 4,627 6,742

SOY 219 189 356 181 237 811 1,008 1,386 1,082 953

UNA 263,476 237,249 182,039 144,501 108,643 77,688 89,514 105,501 102,812 85,738

SUM 340,666 316,519 263,999 223,228 181,913 SUM 149,920 167,322 239,000 209,216 189,785 1.04 2.24

ABF (GBP) -981 -1,051 -1,050 -1,238 -1,258 305 312 800 1,007 816

ADM (USD) 3,928 3,791 2,577 3,055 3,098 2,456 3,965 9,190 5,815 5,430

BG (USD) 2,041 1,608 2,933 2,905 2,849 3,119 3,566 2,579 3,262 4,303

CRBN (EUR) 418 750 715 1,052 891 379 456 528 328 631

SOY (USD) 23 8 32 3 28 118 127 154 149 138

UNA (EUR) 26,468 23,199 16,979 12,575 9,445 7,325 8,193 8,012 6,357 6,668

ABF -13,773 -16,112 -14,721 -15,933 -16,006 4,088 3,986 8,981 11,515 8,549

ADM 36,948 40,054 22,528 22,115 20,464 16,813 25,374 71,284 41,751 36,780

BG 19,197 16,989 25,638 21,029 18,818 21,347 22,820 20,005 23,421 29,146

CRBN 3,704 6,977 6,551 9,562 8,034 3,422 4,290 4,972 3,385 5,675

SOY 213 86 277 22 183 804 814 1,194 1,069 937

UNA 234,480 215,841 155,553 114,283 85,170 66,163 77,142 75,438 65,548 59,964

SUM 280,769 263,835 195,827 151,077 116,664 SUM 112,637 134,425 181,874 146,688 141,052 0.38 1.74

ABF (GBP) 26 24 22 30 23 47 55 74 95 96

ADM (USD) 377 398 356 360 342 365 434 477 469 422

BG (USD) 202 187 176 215 214 280 353 361 283 298

CRBN (EUR) 34 65 53 86 65 30 29 31 28 32

SOY (USD) 1 2 1 2 1 7 10 16 14 10

UNA (EUR) 1,008 1,914 1,414 1,123 775 598 550 506 504 485

ABF 365 368 308 386 293 630 703 831 1,086 1,006

ADM 3,550 4,206 3,112 2,606 2,259 2,499 2,777 3,700 3,367 2,858

BG 1,900 1,976 1,538 1,556 1,414 1,916 2,259 2,800 2,032 2,019

CRBN 301 602 484 779 590 274 274 288 288 285

SOY 10 19 12 14 9 48 64 121 101 67

UNA 8,930 17,808 12,954 10,206 6,989 5,401 5,179 4,764 5,197 4,362

SUM 15,056 24,978 18,409 15,547 11,553 SUM 10,769 11,256 12,504 12,071 10,597 1.78 2.49

t-statistics

Interest expense (SEK million)

Effective tax rate (%)

Tax expenses (SEK million)

Net interest-bearing debt (SEK million)

Interest-bearing liabilities (SEK million)



 

Table 7 – Event study data 

 

  

t Date

STIB3M CIBO03M OMXS30 OMXC20 Aarhus United Karlshamn Aarhus United Karlshamn Aarhus United Karlshamn

11-03-2005 771.22 316.79 531.0 111.0

-50 14-03-2005 2.12 2.00 773.37 316.62 533.0 111.0 2709 2531 0.52 0.48

15-03-2005 2.12 2.00 778.35 321.22 542.0 111.0 2754 2531 0.52 0.48

16-03-2005 2.12 2.00 765.43 317.44 540.1 111.0 2744 2531 0.52 0.48

17-03-2005 2.12 2.18 766.6 317.94 542.0 111.0 2754 2531 0.52 0.48

18-03-2005 2.12 2.19 764.26 317.69 540.1 111.0 2744 2531 0.52 0.48

21-03-2005 2.12 2.19 760.17 318.17 539.0 110.1 2739 2509 0.52 0.48

22-03-2005 2.12 2.19 766.32 318.14 544.0 110.0 2764 2520 0.52 0.48

23-03-2005 2.12 2.19 769.11 315.17 544.0 110.0 2769 2520 0.52 0.48

24-03-2005 2.12 2.19 770.48 317.15 544.0 111.0 2769 2531 0.52 0.48

29-03-2005 2.12 2.19 771.08 313.64 552.0 111.0 2808 2542 0.52 0.48

-40 30-03-2005 2.12 2.18 769.49 316.66 551.0 111.9 2803 2552 0.52 0.48

31-03-2005 2.12 2.18 770.39 319.23 539.0 114.3 2739 2604 0.51 0.49

01-04-2005 2.12 2.19 778.64 320.35 543.0 115.2 2759 2626 0.51 0.49

04-04-2005 2.12 2.19 775.46 324.61 537.0 114.0 2729 2615 0.51 0.49

05-04-2005 2.12 2.18 784.13 327.59 537.0 114.0 2729 2615 0.51 0.49

06-04-2005 2.12 2.18 789.39 329.56 544.0 115.2 2769 2626 0.51 0.49

07-04-2005 2.12 2.18 788.29 329.95 548.9 117.0 2788 2668 0.51 0.49

08-04-2005 2.12 2.19 791.09 328.26 550.0 117.0 2798 2668 0.51 0.49

11-04-2005 2.12 2.18 792.3 328.77 543.0 115.6 2759 2636 0.51 0.49

12-04-2005 2.12 2.18 787.77 330.22 543.0 114.0 2759 2615 0.51 0.49

-30 13-04-2005 2.12 2.18 791.83 329.04 537.0 115.2 2729 2626 0.51 0.49

14-04-2005 2.11 2.18 796.37 322.73 531.0 114.0 2699 2615 0.51 0.49

15-04-2005 2.11 2.18 784.29 319.87 519.0 114.0 2640 2615 0.50 0.50

18-04-2005 2.10 2.18 772.86 321.21 515.0 111.0 2620 2531 0.51 0.49

19-04-2005 2.11 2.18 773.9 322.42 522.0 111.0 2654 2542 0.51 0.49

20-04-2005 2.12 2.18 773.1 323.2 516.0 111.0 2625 2542 0.51 0.49

21-04-2005 2.11 2.18 775.28 326.35 515.0 112.4 2620 2562 0.51 0.49

22-04-2005 2.11 2.18 785.96 326.23 515.0 112.9 2620 2573 0.50 0.50

25-04-2005 2.11 2.18 786.16 318.81 517.0 111.9 2630 2552 0.51 0.49

26-04-2005 2.11 2.18 780.32 309.9 525.0 111.9 2669 2552 0.51 0.49

-20 27-04-2005 2.11 2.18 757.05 306.25 503.0 109.2 2555 2489 0.51 0.49

28-04-2005 2.11 2.18 748.24 307.94 500.0 107.0 2481 2446 0.50 0.50

29-04-2005 2.09 2.18 749.54 309.97 500.0 111.0 2481 2542 0.49 0.51

02-05-2005 2.09 2.18 754.79 311.71 518.0 112.4 2570 2562 0.50 0.50

03-05-2005 2.08 2.18 757.64 313.71 520.0 111.9 2580 2552 0.50 0.50

04-05-2005 2.07 2.18 756.54 312.91 516.0 111.0 2560 2531 0.50 0.50

06-05-2005 2.07 2.18 766.25 319.04 530.0 114.3 2560 2531 0.50 0.50

09-05-2005 2.07 2.18 768.8 321.15 525.0 111.0 2605 2531 0.51 0.49

10-05-2005 2.05 2.18 765.45 319.09 525.0 110.0 2605 2521 0.51 0.49

11-05-2005 2.03 2.18 762.13 317.31 525.0 115.2 2605 2625 0.50 0.50

-10 12-05-2005 2.03 2.18 770.4 317.16 525.0 118.0 2605 2489 0.51 0.49

13-05-2005 2.03 2.18 775.2 321.06 525.0 118.0 2605 2489 0.51 0.49

16-05-2005 2.03 2.18 774.92 319.44 525.0 118.5 2605 2499 0.51 0.49

17-05-2005 2.04 2.18 776.08 319.36 521.0 117.0 2585 2467 0.51 0.49

18-05-2005 2.03 2.18 781.66 319.8 521.0 117.0 2585 2467 0.51 0.49

19-05-2005 2.02 2.18 785.11 322.94 522.0 116.5 2590 2457 0.51 0.49

20-05-2005 2.02 2.18 784.58 322.5 525.0 117.0 2605 2467 0.51 0.49

23-05-2005 2.03 2.18 784.34 324.94 520.0 116.0 2580 2446 0.51 0.49

24-05-2005 2.04 2.18 784.64 326.24 510.0 118.0 2530 2489 0.50 0.50

25-05-2005 2.04 2.17 783.17 326.51 509.0 116.5 2525 2457 0.51 0.49

0 26-05-2005 2.04 2.18 790.13 327.18 492.5 122.5 2444 2583 0.49 0.51

27-05-2005 2.04 2.18 790.72 329.42 496.5 127.5 2463 2689 0.48 0.52

30-05-2005 2.05 2.18 793.8 328.2 495.0 126.0 2456 2657 0.48 0.52

31-05-2005 2.06 2.18 792.39 328.38 489.0 125.0 2426 2636 0.48 0.52

01-06-2005 2.04 2.18 795.58 327.77 495.0 126.0 2456 2657 0.48 0.52

02-06-2005 2.03 2.17 789.97 329.86 501.0 127.0 2486 2678 0.48 0.52

03-06-2005 2.01 2.17 787.58 331.19 513.0 126.0 2545 2657 0.49 0.51

07-06-2005 2.01 2.17 793.48 331.21 510.0 125.0 2530 2636 0.49 0.51

08-06-2005 2.00 2.17 796.64 334.5 518.0 128.5 2570 2710 0.49 0.51

09-06-2005 1.93 2.16 794.6 337.75 518.0 128.5 2570 2710 0.49 0.51

10 10-06-2005 1.93 2.17 799.59 337.34 517.0 129.0 2565 2720 0.49 0.51

13-06-2005 1.86 2.16 801.17 336.96 517.0 129.5 2565 2731 0.48 0.52

14-06-2005 1.86 2.16 807.62 339.43 517.0 131.5 2565 2773 0.48 0.52

15-06-2005 1.86 2.16 804.45 344.01 518.0 133.0 2570 2805 0.48 0.52

16-06-2005 1.81 2.16 809.8 345.06 525.0 134.0 2605 2826 0.48 0.52

17-06-2005 1.80 2.17 808.62 345.93 539.0 141.0 2674 2974 0.47 0.53

20-06-2005 1.79 2.16 811.85 348.12 560.0 142.0 2778 2995 0.48 0.52

21-06-2005 1.67 2.16 818.37 348.13 580.0 142.5 2878 3005 0.49 0.51

22-06-2005 1.65 2.16 818.93 345.53 566.0 141.5 2808 2985 0.48 0.52

23-06-2005 1.65 2.15 828.23 340.71 568.0 143.5 2818 3026 0.48 0.52

20 27-06-2005 1.64 2.15 809.91 341.3 570.0 142.0 2828 2995 0.49 0.51

28-06-2005 1.65 2.16 814.28 345.37 572.0 144.0 2838 3037 0.48 0.52

29-06-2005 1.65 2.15 821.26 343.97 570.0 147.0 2828 3100 0.48 0.52

30-06-2005 1.65 2.15 822.49 344.82 570.0 148.0 2828 3122 0.48 0.52

01-07-2005 1.65 2.15 830.15 344.67 572.0 145.0 2838 3058 0.48 0.52

04-07-2005 1.65 2.15 832.34 347.71 570.0 149.0 2828 3142 0.47 0.53

05-07-2005 1.65 2.16 830.03 348.16 572.0 149.0 2838 3142 0.47 0.53

06-07-2005 1.64 2.16 831.58 344.61 569.0 147.5 2823 3111 0.48 0.52

07-07-2005 1.65 2.16 818.54 349.41 566.0 146.5 2808 3090 0.48 0.52

08-07-2005 1.64 2.16 832.23 350.37 566.0 147.5 2808 3111 0.47 0.53

30 11-07-2005 1.64 2.16 845.63 348.5 570.0 154.5 2828 3258 0.46 0.54

12-07-2005 1.64 2.16 843.81 349.81 566.0 154.5 2808 3258 0.46 0.54

13-07-2005 1.64 2.16 850.15 348.93 568.0 154.0 2818 3248 0.46 0.54

14-07-2005 1.64 2.17 849.89 348.69 542.0 153.0 2689 3227 0.45 0.55

15-07-2005 1.64 2.17 848.46 348.52 532.0 148.0 2640 3122 0.46 0.54

18-07-2005 1.64 2.17 849.75 349.5 526.0 140.0 2610 2952 0.47 0.53

19-07-2005 1.64 2.17 852.5 345.59 524.0 137.0 2600 2889 0.47 0.53

20-07-2005 1.64 2.17 846.8 344.82 518.0 135.5 2570 2858 0.47 0.53

21-07-2005 1.64 2.17 852.79 347.03 511.0 132.5 2535 2794 0.48 0.52

22-07-2005 1.65 2.17 852.52 348.32 512.0 134.5 2540 2836 0.47 0.53

40 25-07-2005 1.65 2.17 852.41 348.1 514.0 134.5 2550 2836 0.47 0.53

26-07-2005 1.65 2.17 854.52 350.64 530.0 139.5 2630 2942 0.47 0.53

27-07-2005 1.65 2.17 861.49 352 535.0 139.5 2654 2942 0.47 0.53

28-07-2005 1.65 2.17 863.8 352.31 542.0 141.0 2689 2974 0.47 0.53

01-08-2005 1.66 2.17 862.97 353.48 538.0 137.0 2669 2889 0.48 0.52

02-08-2005 1.66 2.17 870.87 354.91 531.0 136.0 2635 2868 0.48 0.52

03-08-2005 1.66 2.17 869.22 358.16 540.0 137.0 2679 2889 0.48 0.52

04-08-2005 1.67 2.17 863.53 358.56 540.0 139.0 2679 2932 0.48 0.52

05-08-2005 1.67 2.17 860.88 362.17 536.0 137.0 2659 2889 0.48 0.52

08-08-2005 1.67 2.17 861 366.37 545.0 138.0 2704 2910 0.48 0.52

50 09-08-2005 1.67 2.18 863.67 373.34 546.0 139.0 2709 2932 0.48 0.52
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Table 7 continued – Event study data 

 

  

t Date

STIB3M CIBO03M OMXS30 OMXC20 Aarhus United Karlshamn Aarhus United Karlshamn Aarhus United Karlshamn

11-03-2005 771.22 316.79 531.0 111.0

-50 14-03-2005 2.12 2.00 773.37 316.62 533.0 111.0 2709 2531 0.52 0.48

15-03-2005 2.12 2.00 778.35 321.22 542.0 111.0 2754 2531 0.52 0.48

16-03-2005 2.12 2.00 765.43 317.44 540.1 111.0 2744 2531 0.52 0.48

17-03-2005 2.12 2.18 766.6 317.94 542.0 111.0 2754 2531 0.52 0.48

18-03-2005 2.12 2.19 764.26 317.69 540.1 111.0 2744 2531 0.52 0.48

21-03-2005 2.12 2.19 760.17 318.17 539.0 110.1 2739 2509 0.52 0.48

22-03-2005 2.12 2.19 766.32 318.14 544.0 110.0 2764 2520 0.52 0.48

23-03-2005 2.12 2.19 769.11 315.17 544.0 110.0 2769 2520 0.52 0.48

24-03-2005 2.12 2.19 770.48 317.15 544.0 111.0 2769 2531 0.52 0.48

29-03-2005 2.12 2.19 771.08 313.64 552.0 111.0 2808 2542 0.52 0.48

-40 30-03-2005 2.12 2.18 769.49 316.66 551.0 111.9 2803 2552 0.52 0.48

31-03-2005 2.12 2.18 770.39 319.23 539.0 114.3 2739 2604 0.51 0.49

01-04-2005 2.12 2.19 778.64 320.35 543.0 115.2 2759 2626 0.51 0.49

04-04-2005 2.12 2.19 775.46 324.61 537.0 114.0 2729 2615 0.51 0.49

05-04-2005 2.12 2.18 784.13 327.59 537.0 114.0 2729 2615 0.51 0.49

06-04-2005 2.12 2.18 789.39 329.56 544.0 115.2 2769 2626 0.51 0.49

07-04-2005 2.12 2.18 788.29 329.95 548.9 117.0 2788 2668 0.51 0.49

08-04-2005 2.12 2.19 791.09 328.26 550.0 117.0 2798 2668 0.51 0.49

11-04-2005 2.12 2.18 792.3 328.77 543.0 115.6 2759 2636 0.51 0.49

12-04-2005 2.12 2.18 787.77 330.22 543.0 114.0 2759 2615 0.51 0.49

-30 13-04-2005 2.12 2.18 791.83 329.04 537.0 115.2 2729 2626 0.51 0.49

14-04-2005 2.11 2.18 796.37 322.73 531.0 114.0 2699 2615 0.51 0.49

15-04-2005 2.11 2.18 784.29 319.87 519.0 114.0 2640 2615 0.50 0.50

18-04-2005 2.10 2.18 772.86 321.21 515.0 111.0 2620 2531 0.51 0.49

19-04-2005 2.11 2.18 773.9 322.42 522.0 111.0 2654 2542 0.51 0.49

20-04-2005 2.12 2.18 773.1 323.2 516.0 111.0 2625 2542 0.51 0.49

21-04-2005 2.11 2.18 775.28 326.35 515.0 112.4 2620 2562 0.51 0.49

22-04-2005 2.11 2.18 785.96 326.23 515.0 112.9 2620 2573 0.50 0.50

25-04-2005 2.11 2.18 786.16 318.81 517.0 111.9 2630 2552 0.51 0.49

26-04-2005 2.11 2.18 780.32 309.9 525.0 111.9 2669 2552 0.51 0.49

-20 27-04-2005 2.11 2.18 757.05 306.25 503.0 109.2 2555 2489 0.51 0.49

28-04-2005 2.11 2.18 748.24 307.94 500.0 107.0 2481 2446 0.50 0.50

29-04-2005 2.09 2.18 749.54 309.97 500.0 111.0 2481 2542 0.49 0.51

02-05-2005 2.09 2.18 754.79 311.71 518.0 112.4 2570 2562 0.50 0.50

03-05-2005 2.08 2.18 757.64 313.71 520.0 111.9 2580 2552 0.50 0.50

04-05-2005 2.07 2.18 756.54 312.91 516.0 111.0 2560 2531 0.50 0.50

06-05-2005 2.07 2.18 766.25 319.04 530.0 114.3 2560 2531 0.50 0.50

09-05-2005 2.07 2.18 768.8 321.15 525.0 111.0 2605 2531 0.51 0.49

10-05-2005 2.05 2.18 765.45 319.09 525.0 110.0 2605 2521 0.51 0.49

11-05-2005 2.03 2.18 762.13 317.31 525.0 115.2 2605 2625 0.50 0.50

-10 12-05-2005 2.03 2.18 770.4 317.16 525.0 118.0 2605 2489 0.51 0.49

13-05-2005 2.03 2.18 775.2 321.06 525.0 118.0 2605 2489 0.51 0.49

16-05-2005 2.03 2.18 774.92 319.44 525.0 118.5 2605 2499 0.51 0.49

17-05-2005 2.04 2.18 776.08 319.36 521.0 117.0 2585 2467 0.51 0.49

18-05-2005 2.03 2.18 781.66 319.8 521.0 117.0 2585 2467 0.51 0.49

19-05-2005 2.02 2.18 785.11 322.94 522.0 116.5 2590 2457 0.51 0.49

20-05-2005 2.02 2.18 784.58 322.5 525.0 117.0 2605 2467 0.51 0.49

23-05-2005 2.03 2.18 784.34 324.94 520.0 116.0 2580 2446 0.51 0.49

24-05-2005 2.04 2.18 784.64 326.24 510.0 118.0 2530 2489 0.50 0.50

25-05-2005 2.04 2.17 783.17 326.51 509.0 116.5 2525 2457 0.51 0.49

0 26-05-2005 2.04 2.18 790.13 327.18 492.5 122.5 2444 2583 0.49 0.51

27-05-2005 2.04 2.18 790.72 329.42 496.5 127.5 2463 2689 0.48 0.52

30-05-2005 2.05 2.18 793.8 328.2 495.0 126.0 2456 2657 0.48 0.52

31-05-2005 2.06 2.18 792.39 328.38 489.0 125.0 2426 2636 0.48 0.52

01-06-2005 2.04 2.18 795.58 327.77 495.0 126.0 2456 2657 0.48 0.52

02-06-2005 2.03 2.17 789.97 329.86 501.0 127.0 2486 2678 0.48 0.52

03-06-2005 2.01 2.17 787.58 331.19 513.0 126.0 2545 2657 0.49 0.51

07-06-2005 2.01 2.17 793.48 331.21 510.0 125.0 2530 2636 0.49 0.51

08-06-2005 2.00 2.17 796.64 334.5 518.0 128.5 2570 2710 0.49 0.51

09-06-2005 1.93 2.16 794.6 337.75 518.0 128.5 2570 2710 0.49 0.51

10 10-06-2005 1.93 2.17 799.59 337.34 517.0 129.0 2565 2720 0.49 0.51

13-06-2005 1.86 2.16 801.17 336.96 517.0 129.5 2565 2731 0.48 0.52

14-06-2005 1.86 2.16 807.62 339.43 517.0 131.5 2565 2773 0.48 0.52

15-06-2005 1.86 2.16 804.45 344.01 518.0 133.0 2570 2805 0.48 0.52

16-06-2005 1.81 2.16 809.8 345.06 525.0 134.0 2605 2826 0.48 0.52

17-06-2005 1.80 2.17 808.62 345.93 539.0 141.0 2674 2974 0.47 0.53

20-06-2005 1.79 2.16 811.85 348.12 560.0 142.0 2778 2995 0.48 0.52

21-06-2005 1.67 2.16 818.37 348.13 580.0 142.5 2878 3005 0.49 0.51

22-06-2005 1.65 2.16 818.93 345.53 566.0 141.5 2808 2985 0.48 0.52

23-06-2005 1.65 2.15 828.23 340.71 568.0 143.5 2818 3026 0.48 0.52

20 27-06-2005 1.64 2.15 809.91 341.3 570.0 142.0 2828 2995 0.49 0.51

28-06-2005 1.65 2.16 814.28 345.37 572.0 144.0 2838 3037 0.48 0.52

29-06-2005 1.65 2.15 821.26 343.97 570.0 147.0 2828 3100 0.48 0.52

30-06-2005 1.65 2.15 822.49 344.82 570.0 148.0 2828 3122 0.48 0.52

01-07-2005 1.65 2.15 830.15 344.67 572.0 145.0 2838 3058 0.48 0.52

04-07-2005 1.65 2.15 832.34 347.71 570.0 149.0 2828 3142 0.47 0.53

05-07-2005 1.65 2.16 830.03 348.16 572.0 149.0 2838 3142 0.47 0.53

06-07-2005 1.64 2.16 831.58 344.61 569.0 147.5 2823 3111 0.48 0.52

07-07-2005 1.65 2.16 818.54 349.41 566.0 146.5 2808 3090 0.48 0.52

08-07-2005 1.64 2.16 832.23 350.37 566.0 147.5 2808 3111 0.47 0.53

30 11-07-2005 1.64 2.16 845.63 348.5 570.0 154.5 2828 3258 0.46 0.54

12-07-2005 1.64 2.16 843.81 349.81 566.0 154.5 2808 3258 0.46 0.54

13-07-2005 1.64 2.16 850.15 348.93 568.0 154.0 2818 3248 0.46 0.54

14-07-2005 1.64 2.17 849.89 348.69 542.0 153.0 2689 3227 0.45 0.55

15-07-2005 1.64 2.17 848.46 348.52 532.0 148.0 2640 3122 0.46 0.54

18-07-2005 1.64 2.17 849.75 349.5 526.0 140.0 2610 2952 0.47 0.53

19-07-2005 1.64 2.17 852.5 345.59 524.0 137.0 2600 2889 0.47 0.53

20-07-2005 1.64 2.17 846.8 344.82 518.0 135.5 2570 2858 0.47 0.53

21-07-2005 1.64 2.17 852.79 347.03 511.0 132.5 2535 2794 0.48 0.52

22-07-2005 1.65 2.17 852.52 348.32 512.0 134.5 2540 2836 0.47 0.53

40 25-07-2005 1.65 2.17 852.41 348.1 514.0 134.5 2550 2836 0.47 0.53

26-07-2005 1.65 2.17 854.52 350.64 530.0 139.5 2630 2942 0.47 0.53

27-07-2005 1.65 2.17 861.49 352 535.0 139.5 2654 2942 0.47 0.53

28-07-2005 1.65 2.17 863.8 352.31 542.0 141.0 2689 2974 0.47 0.53

01-08-2005 1.66 2.17 862.97 353.48 538.0 137.0 2669 2889 0.48 0.52

02-08-2005 1.66 2.17 870.87 354.91 531.0 136.0 2635 2868 0.48 0.52

03-08-2005 1.66 2.17 869.22 358.16 540.0 137.0 2679 2889 0.48 0.52

04-08-2005 1.67 2.17 863.53 358.56 540.0 139.0 2679 2932 0.48 0.52

05-08-2005 1.67 2.17 860.88 362.17 536.0 137.0 2659 2889 0.48 0.52

08-08-2005 1.67 2.17 861 366.37 545.0 138.0 2704 2910 0.48 0.52

50 09-08-2005 1.67 2.18 863.67 373.34 546.0 139.0 2709 2932 0.48 0.52
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Table 8 – Event study calculus (Aarhus United) 

 

  

Date CIBO03M Risk-free return (%) OMXC20 Market return (%) Share price Daily return (%) Risk premium Beta Expected return (%) Rebased return Aarhus United_CAR t

2005-03-11 316.79 531.0 100.00

2005-03-14 2.00 0.0220 316.62 -0.05 533.0 0.38 -0.08 0.32 0.00 100.38 0.379 -50

2005-03-15 2.00 0.0220 321.22 1.45 542.0 1.69 1.43 0.32 0.47 102.07 1.598

2005-03-16 2.00 0.0220 317.44 -1.18 540.1 -0.35 -1.20 0.32 -0.36 101.72 2.073

2005-03-17 2.18 0.0240 317.94 0.16 542.0 0.35 0.13 0.32 0.07 102.07 2.005

2005-03-18 2.19 0.0240 317.69 -0.08 540.1 -0.35 -0.10 0.32 -0.01 101.72 1.725

2005-03-21 2.19 0.0240 318.17 0.15 539.0 -0.21 0.13 0.32 0.06 101.51 1.442

2005-03-22 2.19 0.0240 318.14 -0.01 544.0 0.93 -0.03 0.32 0.01 102.45 2.435

2005-03-23 2.19 0.0240 315.17 -0.93 544.0 0.00 -0.96 0.32 -0.28 102.45 2.726

2005-03-24 2.19 0.0240 317.15 0.63 544.0 0.00 0.60 0.32 0.21 102.45 2.234

2005-03-29 2.19 0.0240 313.64 -1.11 552.0 1.47 -1.13 0.32 -0.33 103.95 4.287

2005-03-30 2.18 0.0240 316.66 0.96 551.0 -0.18 0.94 0.32 0.32 103.77 3.446 -40

2005-03-31 2.18 0.0240 319.23 0.81 539.0 -2.18 0.79 0.32 0.27 101.51 1.234

2005-04-01 2.19 0.0240 320.35 0.35 543.0 0.74 0.33 0.32 0.13 102.26 2.133

2005-04-04 2.19 0.0240 324.61 1.33 537.0 -1.10 1.31 0.32 0.44 101.13 0.694

2005-04-05 2.18 0.0240 327.59 0.92 537.0 0.00 0.89 0.32 0.31 101.13 0.824

2005-04-06 2.18 0.0240 329.56 0.60 544.0 1.30 0.58 0.32 0.21 102.45 2.242

2005-04-07 2.18 0.0240 329.95 0.12 548.9 0.90 0.09 0.32 0.05 103.37 3.318

2005-04-08 2.19 0.0240 328.26 -0.51 550.0 0.20 -0.54 0.32 -0.15 103.58 3.723

2005-04-11 2.18 0.0240 328.77 0.16 543.0 -1.27 0.13 0.32 0.07 102.26 2.194

2005-04-12 2.18 0.0240 330.22 0.44 543.0 0.00 0.42 0.32 0.16 102.26 2.104

2005-04-13 2.18 0.0240 329.04 -0.36 537.0 -1.10 -0.38 0.32 -0.10 101.13 1.226 -30

2005-04-14 2.18 0.0240 322.73 -1.92 531.0 -1.12 -1.94 0.32 -0.59 100.00 0.588

2005-04-15 2.18 0.0240 319.87 -0.89 519.0 -2.26 -0.91 0.32 -0.26 97.74 -1.997

2005-04-18 2.18 0.0239 321.21 0.42 515.0 -0.77 0.39 0.32 0.15 96.99 -3.162

2005-04-19 2.18 0.0240 322.42 0.38 522.0 1.36 0.35 0.32 0.14 98.31 -1.830

2005-04-20 2.18 0.0240 323.2 0.24 516.0 -1.15 0.22 0.32 0.09 97.18 -2.918

2005-04-21 2.18 0.0240 326.35 0.97 515.0 -0.19 0.95 0.32 0.32 96.99 -3.337

2005-04-22 2.18 0.0240 326.23 -0.04 515.0 0.00 -0.06 0.32 0.00 96.99 -3.018

2005-04-25 2.18 0.0239 318.81 -2.27 517.0 0.39 -2.30 0.32 -0.70 97.36 -1.936

2005-04-26 2.18 0.0239 309.9 -2.79 525.0 1.55 -2.82 0.32 -0.87 98.87 -0.265

2005-04-27 2.18 0.0239 306.25 -1.18 503.0 -4.19 -1.20 0.32 -0.36 94.73 -4.918 -20

2005-04-28 2.18 0.0239 307.94 0.55 500.0 -0.60 0.53 0.32 0.19 94.16 -6.028

2005-04-29 2.18 0.0239 309.97 0.66 500.0 0.00 0.64 0.32 0.22 94.16 -6.062

2005-05-02 2.18 0.0239 311.71 0.56 518.0 3.60 0.54 0.32 0.19 97.55 -2.642

2005-05-03 2.18 0.0239 313.71 0.64 520.0 0.39 0.62 0.32 0.22 97.93 -2.290

2005-05-04 2.18 0.0239 312.91 -0.26 516.0 -0.77 -0.28 0.32 -0.06 97.18 -2.761

2005-05-06 2.18 0.0239 319.04 1.96 530.0 2.71 1.94 0.32 0.63 99.81 -0.823

2005-05-09 2.18 0.0239 321.15 0.66 525.0 -0.94 0.64 0.32 0.22 98.87 -1.355

2005-05-10 2.18 0.0239 319.09 -0.64 525.0 0.00 -0.67 0.32 -0.19 98.87 -0.944

2005-05-11 2.18 0.0239 317.31 -0.56 525.0 0.00 -0.58 0.32 -0.16 98.87 -0.970

2005-05-12 2.18 0.0239 317.16 -0.05 525.0 0.00 -0.07 0.32 0.00 98.87 -1.131 -10

2005-05-13 2.18 0.0239 321.06 1.23 525.0 0.00 1.21 0.32 0.40 98.87 -1.534

2005-05-16 2.18 0.0239 319.44 -0.50 525.0 0.00 -0.53 0.32 -0.14 98.87 -0.987

2005-05-17 2.18 0.0239 319.36 -0.03 521.0 -0.76 -0.05 0.32 0.01 98.12 -1.892

2005-05-18 2.18 0.0239 319.8 0.14 521.0 0.00 0.11 0.32 0.06 98.12 -1.943

2005-05-19 2.18 0.0239 322.94 0.98 522.0 0.19 0.96 0.32 0.33 98.31 -2.021

2005-05-20 2.18 0.0239 322.5 -0.14 525.0 0.57 -0.16 0.32 -0.03 98.87 -1.103

2005-05-23 2.18 0.0239 324.94 0.76 520.0 -0.95 0.73 0.32 0.25 97.93 -2.327

2005-05-24 2.18 0.0239 326.24 0.40 510.0 -1.92 0.38 0.32 0.14 96.05 -4.097

2005-05-25 2.17 0.0239 326.51 0.08 509.0 -0.20 0.06 0.32 0.04 95.86 -4.186

2005-05-26 2.18 0.0239 327.18 0.21 492.5 -3.24 0.18 0.32 0.08 92.75 -7.332 0



 

Table 8 continued – Event study calculus 

 

  

2005-05-26 2.18 0.0239 327.18 0.21 492.5 -3.24 0.18 0.32 0.08 92.75 -7.332 0

2005-05-27 2.18 0.0239 329.42 0.68 496.5 0.81 0.66 0.32 0.23 93.50 -6.729

2005-05-30 2.18 0.0239 328.2 -0.37 495.0 -0.30 -0.39 0.32 -0.10 93.22 -6.679

2005-05-31 2.18 0.0239 328.38 0.05 489.0 -1.21 0.03 0.32 0.03 92.09 -7.943

2005-06-01 2.18 0.0239 327.77 -0.19 495.0 1.23 -0.21 0.32 -0.04 93.22 -6.737

2005-06-02 2.17 0.0238 329.86 0.64 501.0 1.21 0.61 0.32 0.22 94.35 -5.867

2005-06-03 2.17 0.0238 331.19 0.40 513.0 2.40 0.38 0.32 0.14 96.61 -3.533

2005-06-07 2.17 0.0238 331.21 0.01 510.0 -0.58 -0.02 0.32 0.02 96.05 -3.973

2005-06-08 2.17 0.0238 334.5 0.99 518.0 1.57 0.97 0.32 0.33 97.55 -2.778

2005-06-09 2.16 0.0238 337.75 0.97 518.0 0.00 0.95 0.32 0.32 97.55 -2.771

2005-06-10 2.17 0.0238 337.34 -0.12 517.0 -0.19 -0.15 0.32 -0.02 97.36 -2.615 10

2005-06-13 2.16 0.0237 336.96 -0.11 517.0 0.00 -0.14 0.32 -0.02 97.36 -2.617

2005-06-14 2.16 0.0237 339.43 0.73 517.0 0.00 0.71 0.32 0.25 97.36 -2.884

2005-06-15 2.16 0.0237 344.01 1.35 518.0 0.19 1.33 0.32 0.44 97.55 -2.890

2005-06-16 2.16 0.0238 345.06 0.31 525.0 1.35 0.28 0.32 0.11 98.87 -1.242

2005-06-17 2.17 0.0238 345.93 0.25 539.0 2.67 0.23 0.32 0.10 101.51 1.411

2005-06-20 2.16 0.0238 348.12 0.63 560.0 3.90 0.61 0.32 0.22 105.46 5.245

2005-06-21 2.16 0.0237 348.13 0.00 580.0 3.57 -0.02 0.32 0.02 109.23 9.211

2005-06-22 2.16 0.0237 345.53 -0.75 566.0 -2.41 -0.77 0.32 -0.22 106.59 6.811

2005-06-23 2.15 0.0236 340.71 -1.39 568.0 0.35 -1.42 0.32 -0.42 106.97 7.392

2005-06-27 2.15 0.0237 341.3 0.17 570.0 0.35 0.15 0.32 0.07 107.34 7.274 20

2005-06-28 2.16 0.0237 345.37 1.19 572.0 0.35 1.17 0.32 0.39 107.72 7.329

2005-06-29 2.15 0.0237 343.97 -0.41 570.0 -0.35 -0.43 0.32 -0.11 107.34 7.456

2005-06-30 2.15 0.0237 344.82 0.25 570.0 0.00 0.22 0.32 0.09 107.34 7.250

2005-07-01 2.15 0.0237 344.67 -0.04 572.0 0.35 -0.07 0.32 0.00 107.72 7.719

2005-07-04 2.15 0.0237 347.71 0.88 570.0 -0.35 0.86 0.32 0.29 107.34 7.050

2005-07-05 2.16 0.0237 348.16 0.13 572.0 0.35 0.11 0.32 0.06 107.72 7.664

2005-07-06 2.16 0.0237 344.61 -1.02 569.0 -0.52 -1.04 0.32 -0.31 107.16 7.462

2005-07-07 2.16 0.0237 349.41 1.39 566.0 -0.53 1.37 0.32 0.46 106.59 6.136

2005-07-08 2.16 0.0237 350.37 0.27 566.0 0.00 0.25 0.32 0.10 106.59 6.488

2005-07-11 2.16 0.0237 348.5 -0.53 570.0 0.71 -0.56 0.32 -0.15 107.34 7.497 30

2005-07-12 2.16 0.0237 349.81 0.38 566.0 -0.70 0.35 0.32 0.13 106.59 6.457

2005-07-13 2.16 0.0238 348.93 -0.25 568.0 0.35 -0.28 0.32 -0.06 106.97 7.031

2005-07-14 2.17 0.0238 348.69 -0.07 542.0 -4.58 -0.09 0.32 -0.01 102.07 2.077

2005-07-15 2.17 0.0238 348.52 -0.05 532.0 -1.85 -0.07 0.32 0.00 100.19 0.187

2005-07-18 2.17 0.0238 349.5 0.28 526.0 -1.13 0.26 0.32 0.10 99.06 -1.047

2005-07-19 2.17 0.0238 345.59 -1.12 524.0 -0.38 -1.14 0.32 -0.34 98.68 -0.982

2005-07-20 2.17 0.0238 344.82 -0.22 518.0 -1.15 -0.25 0.32 -0.05 97.55 -2.394

2005-07-21 2.17 0.0238 347.03 0.64 511.0 -1.35 0.62 0.32 0.22 96.23 -3.985

2005-07-22 2.17 0.0238 348.32 0.37 512.0 0.20 0.35 0.32 0.13 96.42 -3.712

2005-07-25 2.17 0.0238 348.1 -0.06 514.0 0.39 -0.09 0.32 0.00 96.80 -3.198 40

2005-07-26 2.17 0.0238 350.64 0.73 530.0 3.11 0.71 0.32 0.25 99.81 -0.435

2005-07-27 2.17 0.0238 352 0.39 535.0 0.94 0.36 0.32 0.14 100.75 0.615

2005-07-28 2.17 0.0238 352.31 0.09 542.0 1.31 0.06 0.32 0.04 102.07 2.027

2005-08-01 2.17 0.0239 353.48 0.33 538.0 -0.74 0.31 0.32 0.12 101.32 1.197

2005-08-02 2.17 0.0239 354.91 0.40 531.0 -1.30 0.38 0.32 0.14 100.00 -0.144

2005-08-03 2.17 0.0239 358.16 0.92 540.0 1.69 0.89 0.32 0.31 101.69 1.390

2005-08-04 2.17 0.0239 358.56 0.11 540.0 0.00 0.09 0.32 0.05 101.69 1.643

2005-08-05 2.17 0.0239 362.17 1.01 536.0 -0.74 0.98 0.32 0.33 100.94 0.608

2005-08-08 2.17 0.0239 366.37 1.16 545.0 1.68 1.14 0.32 0.38 102.64 2.254

2005-08-09 2.18 0.0239 373.34 1.90 546.0 0.18 1.88 0.32 0.62 102.82 2.208 50



 

Table 9 – Event study calculus (Karlshamn) 

 

  

STIB3M Risk-free return (%) OMXS30 Market return (%) Share price Daily return (%) Risk premium Beta Expected return (%) Rebased return Karlshamn_CAR t

771.22 111.0 100.00

2.12 0.0233 773.37 0.28 111.0 0.00 0.26 0.72 0.21 100.00 -0.206 -50

2.12 0.0233 778.35 0.64 111.0 0.00 0.62 0.72 0.47 100.00 -0.468

2.12 0.0233 765.43 -1.66 111.0 0.00 -1.68 0.72 -1.18 100.00 1.182

2.12 0.0233 766.6 0.15 111.0 0.00 0.13 0.72 0.12 100.00 -0.116

2.12 0.0233 764.26 -0.31 111.0 0.00 -0.33 0.72 -0.21 100.00 0.212

2.12 0.0233 760.17 -0.54 110.1 -0.83 -0.56 0.72 -0.38 99.17 -0.457

2.12 0.0233 766.32 0.81 110.0 -0.08 0.79 0.72 0.59 99.08 -1.502

2.12 0.0233 769.11 0.36 110.0 0.00 0.34 0.72 0.27 99.08 -1.184

2.12 0.0233 770.48 0.18 111.0 0.93 0.15 0.72 0.13 100.00 -0.134

2.12 0.0233 771.08 0.08 111.0 -0.02 0.05 0.72 0.06 99.98 -0.078

2.12 0.0233 769.49 -0.21 111.9 0.85 -0.23 0.72 -0.14 100.83 0.974 -40

2.12 0.0233 770.39 0.12 114.3 2.07 0.09 0.72 0.09 102.92 2.826

2.12 0.0233 778.64 1.07 115.2 0.81 1.05 0.72 0.77 103.75 2.977

2.12 0.0233 775.46 -0.41 114.0 -1.03 -0.43 0.72 -0.29 102.69 2.972

2.12 0.0233 784.13 1.12 114.0 0.00 1.09 0.72 0.81 102.69 1.879

2.12 0.0233 789.39 0.67 115.2 1.04 0.65 0.72 0.49 103.75 3.263

2.12 0.0233 788.29 -0.14 117.0 1.58 -0.16 0.72 -0.09 105.39 5.482

2.12 0.0233 791.09 0.36 117.0 0.00 0.33 0.72 0.26 105.39 5.128

2.12 0.0233 792.3 0.15 115.6 -1.16 0.13 0.72 0.12 104.17 4.051

2.12 0.0233 787.77 -0.57 114.0 -1.42 -0.60 0.72 -0.40 102.69 3.089

2.12 0.0233 791.83 0.52 115.2 1.04 0.49 0.72 0.38 103.75 3.374 -30

2.11 0.0232 796.37 0.57 114.0 -1.03 0.55 0.72 0.42 102.69 2.269

2.11 0.0232 784.29 -1.52 114.0 0.00 -1.54 0.72 -1.08 102.69 3.766

2.10 0.0231 772.86 -1.46 111.0 -2.62 -1.48 0.72 -1.04 100.00 1.037

2.11 0.0232 773.9 0.13 111.0 -0.02 0.11 0.72 0.10 99.98 -0.119

2.12 0.0233 773.1 -0.10 111.0 0.00 -0.13 0.72 -0.07 99.98 0.052

2.11 0.0232 775.28 0.28 112.4 1.27 0.26 0.72 0.21 101.25 1.042

2.11 0.0232 785.96 1.38 112.9 0.41 1.35 0.72 0.99 101.67 0.674

2.11 0.0232 786.16 0.03 111.9 -0.82 0.00 0.72 0.02 100.83 0.808

2.11 0.0232 780.32 -0.74 111.9 0.00 -0.77 0.72 -0.53 100.83 1.358

2.11 0.0232 757.05 -2.98 109.2 -2.48 -3.01 0.72 -2.13 98.33 0.461 -20

2.11 0.0231 748.24 -1.16 107.0 -1.99 -1.19 0.72 -0.83 96.38 -2.792

2.09 0.0230 749.54 0.17 111.0 3.74 0.15 0.72 0.13 99.98 -0.147

2.09 0.0230 754.79 0.70 112.4 1.27 0.68 0.72 0.51 101.25 0.742

2.08 0.0229 757.64 0.38 111.9 -0.41 0.35 0.72 0.28 100.83 0.556

2.07 0.0227 756.54 -0.15 111.0 -0.83 -0.17 0.72 -0.10 100.00 0.097

2.07 0.0227 766.25 1.28 114.3 2.92 1.26 0.72 0.93 102.92 1.991

2.07 0.0228 768.8 0.33 111.0 -2.83 0.31 0.72 0.24 100.00 -0.245

2.05 0.0225 765.45 -0.44 110.0 -0.92 -0.46 0.72 -0.31 99.08 -0.611

2.03 0.0224 762.13 -0.43 115.2 4.71 -0.46 0.72 -0.30 103.75 4.054

2.03 0.0223 770.4 1.09 118.0 2.45 1.06 0.72 0.78 106.29 5.506 -10

2.03 0.0223 775.2 0.62 118.0 0.00 0.60 0.72 0.45 106.29 5.837

2.03 0.0224 774.92 -0.04 118.5 0.42 -0.06 0.72 -0.02 106.74 6.759

2.04 0.0224 776.08 0.15 117.0 -1.27 0.13 0.72 0.11 105.39 5.275

2.03 0.0223 781.66 0.72 117.0 0.00 0.70 0.72 0.52 105.39 4.868

2.02 0.0222 785.11 0.44 116.5 -0.43 0.42 0.72 0.32 104.94 4.616

2.02 0.0222 784.58 -0.07 117.0 0.43 -0.09 0.72 -0.04 105.39 5.431

2.03 0.0223 784.34 -0.03 116.0 -0.85 -0.05 0.72 -0.02 104.49 4.503

2.04 0.0224 784.64 0.04 118.0 1.72 0.02 0.72 0.03 106.29 6.256

2.04 0.0224 783.17 -0.19 116.5 -1.27 -0.21 0.72 -0.13 104.94 5.066

2.04 0.0224 790.13 0.89 122.5 5.15 0.87 0.72 0.64 110.34 9.700 0
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2.04 0.0224 790.13 0.89 122.5 5.15 0.87 0.72 0.64 110.34 9.700 0

2.04 0.0224 790.72 0.07 127.5 4.08 0.05 0.72 0.06 114.85 14.787

2.05 0.0225 793.8 0.39 126.0 -1.18 0.37 0.72 0.29 113.50 13.210

2.06 0.0226 792.39 -0.18 125.0 -0.79 -0.20 0.72 -0.12 112.59 12.715

2.04 0.0224 795.58 0.40 126.0 0.80 0.38 0.72 0.29 113.50 13.201

2.03 0.0223 789.97 -0.71 127.0 0.79 -0.73 0.72 -0.50 114.40 14.895

2.01 0.0221 787.58 -0.30 126.0 -0.79 -0.32 0.72 -0.21 113.50 13.706

2.01 0.0221 793.48 0.75 125.0 -0.79 0.73 0.72 0.54 112.59 12.052

2.00 0.0220 796.64 0.40 128.5 2.80 0.38 0.72 0.29 115.75 15.456

1.93 0.0213 794.6 -0.26 128.5 0.00 -0.28 0.72 -0.18 115.75 15.925

1.93 0.0212 799.59 0.63 129.0 0.39 0.61 0.72 0.46 116.20 15.742 10

1.86 0.0205 801.17 0.20 129.5 0.39 0.18 0.72 0.15 116.65 16.501

1.86 0.0205 807.62 0.81 131.5 1.54 0.78 0.72 0.58 118.45 17.868

1.86 0.0205 804.45 -0.39 133.0 1.14 -0.41 0.72 -0.28 119.80 20.076

1.81 0.0199 809.8 0.67 134.0 0.75 0.65 0.72 0.48 120.70 20.220

1.80 0.0198 808.62 -0.15 141.0 5.22 -0.17 0.72 -0.10 127.01 27.106

1.79 0.0197 811.85 0.40 142.0 0.71 0.38 0.72 0.29 127.91 27.616

1.67 0.0184 818.37 0.80 142.5 0.35 0.78 0.72 0.58 128.36 27.778

1.65 0.0182 818.93 0.07 141.5 -0.70 0.05 0.72 0.05 127.46 27.403

1.65 0.0181 828.23 1.14 143.5 1.41 1.12 0.72 0.82 129.26 28.441

1.64 0.0181 809.91 -2.21 142.0 -1.05 -2.23 0.72 -1.58 127.91 29.486 20

1.65 0.0182 814.28 0.54 144.0 1.41 0.52 0.72 0.39 129.71 29.318

1.65 0.0182 821.26 0.86 147.0 2.08 0.84 0.72 0.62 132.41 31.793

1.65 0.0182 822.49 0.15 148.0 0.68 0.13 0.72 0.11 133.31 33.200

1.65 0.0182 830.15 0.93 145.0 -2.03 0.91 0.72 0.67 130.61 29.938

1.65 0.0182 832.34 0.26 149.0 2.76 0.25 0.72 0.19 134.21 34.019

1.65 0.0182 830.03 -0.28 149.0 0.00 -0.30 0.72 -0.19 134.21 34.406

1.64 0.0181 831.58 0.19 147.5 -1.01 0.17 0.72 0.14 132.86 32.723

1.65 0.0181 818.54 -1.57 146.5 -0.68 -1.59 0.72 -1.12 131.96 33.078

1.64 0.0181 832.23 1.67 147.5 0.68 1.65 0.72 1.20 132.86 31.659

1.64 0.0180 845.63 1.61 154.5 4.75 1.59 0.72 1.16 139.17 38.009 30

1.64 0.0180 843.81 -0.22 154.5 0.00 -0.23 0.72 -0.15 139.17 39.316

1.64 0.0180 850.15 0.75 154.0 -0.32 0.73 0.72 0.54 138.72 38.174

1.64 0.0181 849.89 -0.03 153.0 -0.65 -0.05 0.72 -0.02 137.82 37.833

1.64 0.0181 848.46 -0.17 148.0 -3.27 -0.19 0.72 -0.12 133.31 33.428

1.64 0.0181 849.75 0.15 140.0 -5.41 0.13 0.72 0.11 126.11 25.992

1.64 0.0181 852.5 0.32 137.0 -2.14 0.31 0.72 0.24 123.40 23.167

1.64 0.0181 846.8 -0.67 135.5 -1.09 -0.69 0.72 -0.47 122.05 22.526

1.64 0.0181 852.79 0.71 132.5 -2.21 0.69 0.72 0.51 119.35 18.839

1.65 0.0181 852.52 -0.03 134.5 1.51 -0.05 0.72 -0.02 121.15 21.169

1.65 0.0181 852.41 -0.01 134.5 0.00 -0.03 0.72 0.00 121.15 21.156 40

1.65 0.0182 854.52 0.25 139.5 3.72 0.23 0.72 0.18 125.66 25.473

1.65 0.0181 861.49 0.82 139.5 0.00 0.80 0.72 0.59 125.66 25.067

1.65 0.0182 863.8 0.27 141.0 1.08 0.25 0.72 0.20 127.01 26.810

1.66 0.0183 862.97 -0.10 137.0 -2.84 -0.11 0.72 -0.06 123.40 23.467

1.66 0.0183 870.87 0.92 136.0 -0.73 0.90 0.72 0.66 122.50 21.843

1.66 0.0183 869.22 -0.19 137.0 0.74 -0.21 0.72 -0.13 123.40 23.534

1.67 0.0184 863.53 -0.65 139.0 1.46 -0.67 0.72 -0.46 125.21 25.669

1.67 0.0184 860.88 -0.31 137.0 -1.44 -0.33 0.72 -0.21 123.40 23.618

1.67 0.0184 861 0.01 138.0 0.73 0.00 0.72 0.02 124.30 24.289

1.67 0.0184 863.67 0.31 139.0 0.72 0.29 0.72 0.23 125.21 24.978 50



 

Table 10 – Event study calculus (weighted) 

 

Aarhus_MCAP_SEK Karlshamn_MCAP Aarhus_weight Karlshamn_weight Weighted_CAR t

2709 2531 0.52 0.48 0.10 -50

2754 2531 0.52 0.48 0.61

2744 2531 0.52 0.48 1.65

2754 2531 0.52 0.48 0.99

2744 2531 0.52 0.48 1.00

2739 2509 0.52 0.48 0.53

2764 2520 0.52 0.48 0.56

2769 2520 0.52 0.48 0.86

2769 2531 0.52 0.48 1.10

2808 2542 0.52 0.48 2.21

2803 2552 0.52 0.48 2.27 -40

2739 2604 0.51 0.49 2.01

2759 2626 0.51 0.49 2.54

2729 2615 0.51 0.49 1.81

2729 2615 0.51 0.49 1.34

2769 2626 0.51 0.49 2.74

2788 2668 0.51 0.49 4.38

2798 2668 0.51 0.49 4.41

2759 2636 0.51 0.49 3.10

2759 2615 0.51 0.49 2.58

2729 2626 0.51 0.49 2.28 -30

2699 2615 0.51 0.49 1.42

2640 2615 0.50 0.50 0.87

2620 2531 0.51 0.49 -1.10

2654 2542 0.51 0.49 -0.99

2625 2542 0.51 0.49 -1.46

2620 2562 0.51 0.49 -1.17

2620 2573 0.50 0.50 -1.19

2630 2552 0.51 0.49 -0.58

2669 2552 0.51 0.49 0.53

2555 2489 0.51 0.49 -2.26 -20

2481 2446 0.50 0.50 -4.42

2481 2542 0.49 0.51 -3.07

2570 2562 0.50 0.50 -0.95

2580 2552 0.50 0.50 -0.87

2560 2531 0.50 0.50 -1.34

2560 2531 0.50 0.50 0.58

2605 2531 0.51 0.49 -0.81

2605 2521 0.51 0.49 -0.78

2605 2625 0.50 0.50 1.55

2605 2489 0.51 0.49 2.11 -10

2605 2489 0.51 0.49 2.07

2605 2499 0.51 0.49 2.81

2585 2467 0.51 0.49 1.61

2585 2467 0.51 0.49 1.38

2590 2457 0.51 0.49 1.21

2605 2467 0.51 0.49 2.07

2580 2446 0.51 0.49 1.00

2530 2489 0.50 0.50 1.04

2525 2457 0.51 0.49 0.38

2444 2583 0.49 0.51 1.42 0



 

 

Table 10 continued – Event study calculus (weighted) 

 

  

2444 2583 0.49 0.51 1.42 0

2463 2689 0.48 0.52 4.50

2456 2657 0.48 0.52 3.66

2426 2636 0.48 0.52 2.81

2456 2657 0.48 0.52 3.62

2486 2678 0.48 0.52 4.90

2545 2657 0.49 0.51 5.27

2530 2636 0.49 0.51 4.20

2570 2710 0.49 0.51 6.58

2570 2710 0.49 0.51 6.83

2565 2720 0.49 0.51 6.83 10

2565 2731 0.48 0.52 7.24

2565 2773 0.48 0.52 7.90

2570 2805 0.48 0.52 9.09

2605 2826 0.48 0.52 9.93

2674 2974 0.47 0.53 14.94

2778 2995 0.48 0.52 16.85

2878 3005 0.49 0.51 18.70

2808 2985 0.48 0.52 17.42

2818 3026 0.48 0.52 18.29

2828 2995 0.49 0.51 18.70 20

2838 3037 0.48 0.52 18.70

2828 3100 0.48 0.52 20.18

2828 3122 0.48 0.52 20.87

2838 3058 0.48 0.52 19.24

2828 3142 0.47 0.53 21.24

2838 3142 0.47 0.53 21.71

2823 3111 0.48 0.52 20.70

2808 3090 0.48 0.52 20.25

2808 3111 0.47 0.53 19.72

2828 3258 0.46 0.54 23.83 30

2808 3258 0.46 0.54 24.10

2818 3248 0.46 0.54 23.71

2689 3227 0.45 0.55 21.58

2640 3122 0.46 0.54 18.20

2610 2952 0.47 0.53 13.30

2600 2889 0.47 0.53 11.73

2570 2858 0.47 0.53 10.73

2535 2794 0.48 0.52 7.98

2540 2836 0.47 0.53 9.41

2550 2836 0.47 0.53 9.63 40

2630 2942 0.47 0.53 13.25

2654 2942 0.47 0.53 13.47

2689 2974 0.47 0.53 15.04

2669 2889 0.48 0.52 12.77

2635 2868 0.48 0.52 11.32

2679 2889 0.48 0.52 12.88

2679 2932 0.48 0.52 14.20

2659 2889 0.48 0.52 12.59

2704 2910 0.48 0.52 13.68

2709 2932 0.48 0.52 14.04 50



 

Table 11 – Event study data: Statistics 

 

 

Aarhus pre post

Mean -0.4769 1.2387

Variance 6.7326 24.1979

Observations 50 50

Hypothesized Mean Difference 0.000000

df 74

t Stat -2.1812089

P(T<=t) one-tail 0.01617269

t Critical one-tail 1.66570689

P(T<=t) two-tail 0.03234538

t Critical two-tail 1.99254347

Karlshamn pre post

Mean 2.04752923 24.77351237

Variance 5.75837695 56.97764023

Observations 50 50

Hypothesized Mean Difference 0

df 59

t Stat -20.288466

P(T<=t) one-tail 1.3741E-28

t Critical one-tail 1.67109303

P(T<=t) two-tail 2.7482E-28

t Critical two-tail 2.00099536

Weighted_CAR pre post

Mean 0.77362946 13.56611034

Variance 3.10279157 38.34171652

Observations 50 50

Hypothesized Mean Difference 0

df 57

t Stat -14.050969

P(T<=t) one-tail 1.8105E-20

t Critical one-tail 1.67202889

P(T<=t) two-tail 3.621E-20

t Critical two-tail 2.00246544


