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Abstract 

The term frequent acquirer includes a great deal of intuitive appeal. The main reason is that 

the repetition of a process is known to result in both refined capabilities and improved quality 

of the outcome. However, when going through the M&A literature, two somewhat surprising 

facts appear. First, there seems to be a lack of research on the long-term effects of 

acquisitions, and the research that do exist mostly report negative, or at best, insignificant 

gains to acquirers’ shareholders. Secondly, considering the enormous amounts of acquisitions 

that are carried out in the world today, there is surprisingly little written on the long-term 

effects of acquisition series. If acquisitions fail to meet the expectations of shareholders, why 

do managers repeatedly engage in them? 

 

This study examines the performance patterns of frequent acquirers with a specific focus on 

learning effects and the timing of takeovers. The paper further asks if increased acquisition 

frequency creates enough knowledge to significantly affect performance. Also the experience 

of the CEO is hypothesized to matter for the knowledge creation.  

 

The findings indicate that frequent acquirers enjoy higher stock returns and manage to 

increase their operational performance more than their non-acquiring peers. The firms with 

the highest returns are the ones with the most stable acquisition pace, meaning that they can 

plan their resource allocation according to their acquisition strategy. By doing so, they have 

enough time to absorb the experiences to create useful knowledge. Hence, frequent acquirers 

follow a learning curve.  

 

The paper uses data on 507 publicly disclosed acquisitions carried out by frequent acquirers in 

Sweden during the period 1 January, 2004 to 31 December, 2010. In evaluating the returns, 

the stock price- as well as the operational performance is taken into account.  
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1 Introduction 

1.1 Why do firms make many acquisitions? 
Economic profit has long been the yardstick of our society and for as long as one can 

remember, profitability has been associated with increased firm size. The quest for growth 

and profitability, for increased geographic presence, for innovation and for talent has forced 

managers to look beyond the barriers of their own companies for solutions. Since the early 

twentieth century, a growing amount of firms has made takeovers into their standard way of 

developing, thus turning into serial acquirers.  

Two out of three acquisitions completed by larger Swedish firms between 2004 and 2010 

were carried out by a frequent acquirer1. During 2010, large Swedish companies completed 

124 transactions, an increase of 53 percent compared to 2009. The last quarter saw the 

sharpest increase, an increase of 60 percent compared to the same period 2009. Further, the 

ten largest acquisitions in Sweden during 2010 accounted for a total of 4 752 million Euros in 

enterprise value2. This number confirms a trend that is seen worldwide: not only do the deals 

increase rapidly in numbers but also in terms of deal sizes. With transaction activity picking 

up on all continents, an examination of the economic benefits of serial acquisitions becomes 

increasingly relevant.  

Acquisition series are fundamentally different from one-off acquisitions. They represent an 

active decision taken by the management, which, at an early stage, plan for their impact on the 

firm’s long-term performance. To evaluate takeovers in the light of acquisition programs, the 

investigation must cover a long enough window to allow for the strategic intent of the 

acquisition program to materialize and for capabilities to form. Moreover, as frequent 

acquirers are allowed to gather experience from previous acquisitions, they follow an 

acquisition making learning curve. In general learning curves enables more efficient use of 

knowledge. In the case of repeated acquisitions, the learning curve effect should make it 

possible to continuously refine skills and processes in use, thus allowing for superior 

performances and for competitive advantages to develop. 

                                                
1 507 out of 784 acquisitions included in the data set were performed by frequent acquirers, defined to mean: 
companies having carried out more than 4 acquisitions during the period 1 Jan 2004 to 31 Dec 2010 
2 Enterprise value calculated on information from interim reports and share data. 
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An acquisition is one of the largest capital investments a firm can ever make, and few firms 

would evaluate such proposals on a short-term, project-by-project basis. Such large 

investments affect the whole company, its operations and networks, most definitely on the 

short term but possibly also on the long term. As such, acquisition series are, in contrast to 

one-time events, investments whose value one cannot capture by focusing on the short period 

following the acquisition announcement. Hence, to capture the true value effects, series of 

acquisitions should be examined in the context of their collected contribution to the firm’s 

performance 

 

1.2 Background 
If acquisitions fail to meet the expectations of shareholders so often, why do certain managers 

repeatedly engage in them? Because of learning effects, frequent acquisitions carry a great 

deal of intuitive appeal. As such, a serial acquirer should be in a good position to learn from 

experience and thus be able to generate superior performance. When searching the M&A 

literature for supporting arguments, two somewhat unexpected facts appear. First, there 

appears to be a lack of research on the long-run effects of making acquisitions. Secondly, 

considering the enormous amounts of acquisitions carried out in the world today, there is 

surprisingly little written on the long-term value effects of multiple acquisitions.  

 

The few surveys that do exist are either rooted in a highly specific context, for example 

following regulatory changes, or tend focus on a specific topic such as the long run effects of 

equity offers. Moreover, as the greater part of the existing M&A research reports negative or, 

at best, insignificant gains to bidders’ shareholders, the magnitude and the vast number of 

deals carried out by multiple acquires becomes even more perplexing.  

 

Today, most studies in the M&A field focus on the consequences of individual acquisitions 

and typically on a rather narrow window around the announcement date (e.g. Mulherin and 

Boone, 2000). A large amount of studies have focused on the effects of various deal 

characteristics such as mode of payment, deal size and industry effects, for example (e.g. 

(Jensen and Ruback, 1983). Another popular M&A topic is the difficulties of post-merger 

integration, which has been identified as a crucial success factor (e.g., Appelbaum, Gandell, 

Shapiro et al., 2000; Appelbaum, Gandell, Yortis et al., 2000). In cases where the long-term 
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effects of mergers have been examined, more or less the same conclusion is made: the long-

term returns to the bidding firm’s shareholders are either negative or insignificantly different 

from zero (see e.g. Weston, Mitchell and Mulherin, 2004 for a summary of previous work on 

the long-term performance of acquirers).  

 

Andrade et al. (2001, p. 104) expressed the need for additional research on the topic of 

mergers in stating that “we hope that over the next decade, merger research will move beyond 

the basic issue of measuring and assigning gains and losses to tackle the more fundamental 

question of how mergers actually create or destroy value”. Bower (2001, p 93) states that 

“…we know surprisingly little about different types of acquisition strategies” why he asks for 

additional research and especially seeks for different approaches to examine the topic.  

 

From the abovementioned facts, we can conclude that earlier studies bring little help to 

understand the rationale behind managers’ decision to engage in serial acquisitions. 

Consequently, the literature on the value effects of a successful serial acquisition strategy is 

equally scarce. Considering the gloomy results it is a rightfully asked question why a manager 

would want to repeatedly engage in acquisitions? Is there a group of acquirers that manages to 

concertedly beat its peers and so also the market? If so, what are the common characteristics 

of this group? The contribution of this paper is therefore to investigate if, among the many 

failures, there is a group of companies that manages to succeed in performing acquisitions. 

And if there are, what factors drives their success?  

 

In their article “Performance of Serial Acquirers” (2008), Laamanen and Keil search for 

common success factors of serial acquirers and suggest that frequent acquires gather 

acquisition experience to better manage following deals and therefore have the potential to 

become superior performers. The primary focus of their survey is the acquisition making 

capabilities that are developed as a consequence of accumulated knowledge. Not only do they 

consider firm characteristics such as size, industry and previous acquisition experience, but 

also the temporal pattern in which the acquisitions are carried out are assumed to matter. In 

their suggestions for future research, Laamanen and Keil ask for further studies investigating 

“additional dimensions of acquisition programs”. They particularly suggest further studies on 

the timing and the variability of deals as well as the creation of acquisition making 

capabilities of frequent acquirers. 
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The number of previously undertaken acquisitions is seen as crucial in identifying the driving 

forces behind the return factors of frequent acquirers. Besides acquisition experience, this 

paper focuses on the sequencing of acquisitions (i.e. clustered versus spread out in time), as 

this is hypothesized to impact the learning effects and the acquiring organization’s absorption 

capability. Moreover, the extent to which the organization can predict the deals is another 

assumed important issue related to the acquisition pattern; a higher degree of predictability 

should help management prepare and organize their pool of human resources for the efforts 

related to taking on acquisitions. Lastly, the CEO tenure is assumed to be of importance to the 

quality of the acquisition program but also in exploring how, and if, managerial entrenchment 

is something that affects the outcome of serial acquisitions.  

 

To succeed, this paper has chosen to focus on the learning effects of making frequent 

acquisitions and asks if a large quantity of takeovers creates enough knowledge to 

significantly affect performance. In evaluating the returns, the paper takes the market- as well 

as the operational performance in to account.  

 

1.3 Formulation of research scope 
The efficient market hypothesis (EMH) is the core of most financial theories and thus central 

in any study investigating abnormal returns. It is particularly important for this study because 

of its long term approach. EMH states that it is impossible to consistently earn superior 

returns by studying past prices or by following a specific trading rule. Therefore, any study on 

long-horizon returns is equally a joint test on market efficiency (Kothari and Warner, 2006). 

The insights of the neoclassical theories are necessary elements when studying abnormal 

returns. Classical economists assumes rationality of markets and predict that the existence of a 

firm earning abnormal returns would make other firms copy the behavior, thus increasing 

competition and driving profits down to a normal state. Behavioral economics is a 

countermovement and a response to the rationality assumption and focuses on biases in the 

minds of market participants. Besides explaining deviations from fundamental values, 

behavioralists argue that irrationalities such as risk aversion can sometimes hinder investors 

from fully exploiting market potential (Bodie, Kane and Marcus, 2009, page 384).  
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When analyzing the long term effects of acquisitions, one cannot overlook the importance of 

organizational learning in developing acquisition making capabilities. Laamanen and Keil 

(2008) recognized this need and argued that the learning hypothesis offer insights that are 

needed in order to fully understand the nature of takeover capabilities. Hence, this paper 

further incorporates theories related to organizational learning.   

By applying an organizational learning perspective on the neoclassical and the behavioral 

literature’s view on acquisitions, this paper aims at developing a framework to assess the long 

term effects of frequent acquisitions. To develop hypotheses, this study also makes use of the 

financial, the strategic and the organizational perspectives in trying to explain the 

performance of Sweden’s most active acquirers.  

Finally, being a joint test on market efficiency, the results can provide insights about the 

behavior of capital markets and perhaps also about investor behavior. If multiple acquirers are 

found to create excess value in the long run, it would be inconsistent with the efficient market 

hypothesis. Answers about the origins of such potential benefits are particularly sought for in 

the organizational learning literature.  

 

1.3.1 Research question 

Specifically, the paper aims to examine: 

► The relationship between performance and acquisition intensity, if any.  

► The role of learning in acquisition series.  

► The role of the managers in the learning process of frequent acquisitions. 

 

1.3.2 Objective 

Having recognized a knowledge gap in the academic literature concerning the learning 

potential of frequent acquirers, this thesis has as objective to investigate multiple acquirers 

through an organizational learning perspective. Contributing to increased insights about the 

learning effects of acquiring firms, it is believed that scholars, consultants and managers can 

better find ways to control for - and avoid – the negative outcomes of takeovers that are so 

well documented in previous studies. Research exploring the performance patterns of multiple 
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acquirers is scarce and studies investigating the performance of multiple acquirers in Sweden 

are to the writer’s knowledge non-existent. 

 

In order to capture the complete value effects of merger series, it is believed that one cannot 

simply look at the short-term effects of single acquisitions. With this distinctive standpoint, it 

is hoped that this paper can act as a complement to the existing takeover literature.  

 

The paper is complementary to the study of the performance patterns of frequent acquirers, 

carried out by Laamanen and Keil in 2008. They examined multiple acquisitions using data on 

5,518 publicly disclosed acquisitions in the US carried out by of 611 acquirers during the 10 

years between 1 January, 1990 and 31 December, 1999. In its basic form, this thesis uses the 

same empirical approach and examines the same sort of variables as Laamanen and Keil, 

however with a greater focus on the role of organizational learning and on the role of the 

CEO. By adding the CEO tenure as an explanatory variable to the performance of frequent 

acquirers, this study aims at shedding further light on the topic of multiple acquisitions.  

 

1.3.3 Limitations  

This paper studies the long-run effects of multiple acquisitions; hence it is beyond the scope 

of this study to evaluate whether acquisitions per se is a good strategy for growth. It is also 

out of scope to evaluate the rationale behind multiple acquisitions, even though the topic is 

many times touched upon throughout the paper. 

Moreover, the aim of this paper restricts the writer from assessing the performance of 

individual acquisitions as each transaction is considered to be part of a larger strategic plan 

whose value cannot be capture in a few days around a specific merger event. Following the 

reasoning of Laamanen and Keil (2008), firm characteristics that are otherwise recognized as 

important for the outcome of single acquisitions will not be awarded specific attention. The 

reason is that these, otherwise important, factors do not add to the explanation of the degree of 

learning and/or the development of acquisition making capabilities that multiple acquisitions 

enable. Examples of discarded factors are the payment mode, debt levels and the degree of 

international operations. 

As the aim is to examine the value effects of multiple acquisitions, the paper looks at 

acquisitions in the eyes of the bidder’s shareholders. Hence it does not value the impact on the 
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target firm’s shareholders. The same approach is taken by Fuller, Netter and Stegemoller 

(2002) in their survey on multiple acquisitions.  

To formulate hypotheses on the topic and to correctly interpret the results, this paper uses 

three theoretical approaches: the organizational learning theory, the neoclassical theories,  and 

the behavioral approach. These approaches are suggested by Hayward, 2002; Guest, Cosh and 

Hughes, 2008; Laamanen and Keil, 2008, among others. There are, of course, many more 

theories to explain both the existence and the outcomes of mergers. However, when valuing 

serial acquisitions, this combination was thought of as being able to offer the most useful 

insights. The theory is further limited to include those parts only that are known to affect the 

value effects of merger activity and/or the motivation behind a CEO’s decision to undertake 

an acquisition (Jensen, 1986b; Fama, 1995). When discussing agency theory, for example, 

certain parts are discarded as they are not considered to add any specific value to the topic of 

multiple acquisitions.  

Finally, the data is restricted to include Swedish companies only and is limited to a period 

covering seven years (plus a five year long non-focal period). The reason for this restriction is 

that studies on acquisitions as well as studies focusing in the development of firm-specific 

capabilities are more easily interpreted if they are limited to a specific institutional context. 

Furthermore, studies on the long-term effect of learning cannot be either too long or too short 

so as to assure that the effects captured can be linked to the investigated event but also not to 

short so as to enable learning to take place (Dar-El, 2000 and Hayward, 2002).  

 

1.4 Methodology 
The methodology section provides an overview of the steps taken to carry out the study. It 

describes the approaches used to formulate hypotheses and the techniques applied to gather 

and analyze the data. The section ends with a justification of the selected methods as well as 

an explanation for deciding not to include certain commonly used M&A features.   

For detailed information on the data and data collection, the subject population, statistical 

procedures, sample timelines, and performance tools, please refer to sections 3.1-3.3.  
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1.4.1 Research framework 

The paper examines the impact of learning on the performance patterns of multiple acquirers. 

After identifying the abnormal returns, if any, the sources of the returns as well as the 

potential relationships among these sources are examined. The following approach is taken. 

To provide valid inferences about the performance patterns of frequent acquirers, the thesis is 

organized in six chapters where the first three provide background for the empirical section, 

which will serve as a base for the inferences about the value effects of frequent acquisitions. 

The last three chapters include the analysis of the sample group performance to provide useful 

answers to the research questions.  

The theoretical part is organized in four sections on i) organizational learning, ii) acquisition 

theory, iii) pricing inconsistencies and iv) the impact of learning on the opportunities to 

arbitrage in the case of serial acquisitions. This theoretical section is needed, simply to 

understand the motivation behind a firm’s decision to engage in subsequent takeovers. It is 

further necessary in order to decide what factors could explain the return patterns of serial 

acquirers and thus be included as variables in the study’s performance models. The first 

sections of chapter two will explore how the notion of learning and learning curves could be 

applied to multiple acquisitions. To achieve this, detailed knowledge on learning, corporate 

takeovers and arbitrage possibilities is required for.  

 

After exploring the effects of multiple acquisitions and the possibilities to arbitrage, five 

hypotheses on the behavior of frequent acquirers are formulated. The hypotheses serve as 

base for the construction of models to explain how experience and the timing of acquisitions 

affect the performance of frequent acquirers. This is the starting point of the empirical section. 

 

The purpose of the empirical section is to test the hypotheses and enable statistically 

significant inferences. The approach taken in the empirical analysis is the following. First, 

limitations for selecting the sample group must be decided upon. With this being made, 

financial data for the investigated firms and their benchmarks can be collected. The empirical 

data analysis begins with presenting and analyzing the data in a descriptive setting. 

Thereafter, the data is presented in a univariate mode to search for differences in the mean 

values of various performance indicators between the sample group and its benchmarks. This 

is performed to see if the outcomes suggested by the theory exist in the real world. Lastly, by 
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using the findings of the univariate analyses, models investigating the relationships between 

relevant determinants of performance (which will be decided upon in accordance to the 

theory) are created.  

By construction, studies on the return patterns of acquirers generate low statistical power 

(Fuller, Netter and Stegemoller, 2002). The power falls further with the study’s horizon and 

the number of explanatory variables. Moreover, the sample size is negatively correlated with 

the power of the tests, which can pose a problem if too few sample firms are identified (more 

in this in chapter three). As a solution to the potentially low explanatory power, all models are 

tested using two different measures as independent variables (an approach equally taken by 

Ghosh in his study on acquiring firms from 2001). Chapter four ends with a summary of the 

empirical findings to be analyzed further in chapter five.  

Chapter five provides an analysis of the empirical findings and uses the insights from the 

theoretical sections to make legitimate inferences about the relationship between learning and 

acquisition intensity. By linking the empirical outcome with the theory and the information on 

the peculiarities of the Swedish takeover market, conclusions about the behavior of Swedish 

acquirers are lastly made.  

The empirical evaluation is based on a study by Laamanen and Keil from 2008. Malatesta and 

Thompson (1985) proposed an interesting model in which the value effects of partially 

anticipated events, such as a takeover attempt of a frequent acquirer, can be evaluated. Their 

model however, carries certain features that are not applicable to this study. Firstly, it values 

individual takeover attempts within a merger series. Secondly, it is a rather static model in 

that it assumes acquisitions to occur at a steady pace. This paper is interested in knowing what 

happens to the learning potential when this assumption is relaxed and acquisitions take place 

at different regularity patterns. Thirdly, this paper seeks to examine the long term value 

effects of engaging in a series of acquisitions and to do so, it is found necessary to look at 

longer event windows. Lastly, to evaluate whether the repeating of a takeover process 

improves performance, this paper sees stock returns as an insufficient metric and therefore 

also examine the operational performance of the frequent acquirers. Hence, the framework of 

Laamanen and Keil (2008) is decided upon. 
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1.5 Structure 
The structure of the paper is as follows. 

Figure 1- Structure of the paper 
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1.6 Validity of Data and Resources  
To make the literature as unbiased as possible, it is selected to cover publications from 

different institutional contexts. The choices are made to include different views on learning, 

acquisitions and the behavior of capital markets. Both older and some more recent literature 

have been examined (starting with Adam Smith’s work from 1776 and ending with Laamanen 

and Keil’s study from 2008).  

The original data set, including transaction-specific information such as name and origin of 

target, bidder and seller, closing date, industry, and, in some cases, deal values, was provided 

by Ernst & Young. The quality of the data has been secured by taking random samples to 

control the accuracy of the given information. Concerning the information on the firms’ 

activity during the non-focal period (1999-2003), it is retrieved directly from the companies 

press releases, annual reports etc. For more information on the design, implementation and 

interpretation of the data, please refer to chapter three. A discussion on the test results is put 

forth in chapter five. 

 

The primary source of the performance data is the financial data and software provider 

Factset3. By using the same source for the calculation of all metrics, possible calculation 

concerns, currency conversion errors and other issues entailing assumptions, are mitigated. 

The accounting data provided by Factset was validated by taking random samples and 

comparing it to the companies’ annual reports (for the period 2003-2010), which were 

retrieved directly from the firms’ websites. The accuracy of the stock prices was verified by 

making comparisons with the actual development as provided by Nasdaq OMX Nordic4.  

 

1.7 Literature review  
The aim of the literature review is to, in the context of prior research, describe this thesis’ 

contribution to the topic of frequent acquisitions. The section is presented in accordance with 

the paper’s hypotheses.  

The existing body of literature on the value effects of acquisitions are very well summarized 

in previous studies (see e.g. Jensen and Ruback, “The Market for Corporate Control”, 1983); 

                                                
3 For more info on the Factset database, please refer to http://www.factset.com/about 
4 For more information on the quotes delivered by Nasdaq OMX Nordic, please refer to: 
http://www.nasdaqomxnordic.com/aktier/historiskakurser/?languageId=1&Instrument=2834912 

http://www.factset.com/about
http://www.nasdaqomxnordic.com/aktier/historiskakurser/?languageId=1&Instrument=2834912
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Jensen, "Takeovers: Folklore and Science", 1984; and Halpern, “Empirical Estimates of the 

Amount and Distribution of Gains to Companies in Mergers,” 1973). Hence, this section will 

only treat literature relevant for the focus of this study.  

 

Loughran and Vij (1997) summarize earlier research as follows: target shareholders earn 

positive abnormal returns while bidders earn little or no abnormal returns from tender offers 

and negative abnormal returns from mergers. This is particularly true in the case of short- to 

medium term studies on abnormal returns. Long-run studies, on the other hand, have 

generated mixed evidence. Weston, Mitchell and Mulherin (2004) conclude the long-term 

studies on post-acquisition stock returns as insignificantly different from zero but argues that 

much of the long-term studies suffer from “bad-model”-issues and specification errors. 

Kothari and Warner (1997) argue that specification errors are particularly common in long-

term studies, which could explain the great volatility of the reported returns. However, 

evidence on the alternatives for engaging in acquisitions (reinvesting excess cash, JVs, 

franchising agreements, minority interests etc.) has produced similar results (DePamphilis, 

2010, page 35). 

 
Previous studies on multiple acquirers and their performance:  

Early studies on multiple acquisitions produce mixed results and there seems to be a clear 

split between the academic and the consulting literature. Whilst most academic researchers 

have found a negative relationship between acquisition frequency and performance, the 

consulting studies more often recognize the benefits of engaging in multiple acquisitions 

(Rovit, Harding and Lemire, 2004).  

A frequently cited article by Malatesta and Thompson (1985) investigating the announcement 

effects of acquisitions found that, on average, acquisitions are good investment decisions. The 

study further found that the market’s anticipation of an acquisition negatively affects the 

abnormal stock returns at the announcement relative to the event’s economic impact. If the 

market expected the acquisition announcement, part of its value would already be 

incorporated in the stock price, they argued.   

In 2008, a study on the performance of serial acquirers was published in the Strategic 

Management Journal by Laamanen and Keil at Helsinki University. Their study concludes 

that a high acquisition rate negatively affect the acquirer’s stock price performance. 
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Moreover, they find that an acquirer’s size and previous acquisition experience moderates the 

negative effects. 

Rockwell (1968) and Lubatkin (1983) found that learning improves takeover performance. 

Kusewitt (1985) assigned part of the success of multiple acquirers to learning effects. In sharp 

contrast to this, McCarthy (1963), Reid (1968, 1969) and Terry (1982) found that high 

acquisition rates produce corporate indigestion, a term that refers to the inability to absorb a 

large number of corporate units at a too rapid pace. Kusewitt, 1985 said both arguments may 

be valid in that “there is an optimal relationship between acquisition rate and acquirer 

performance. Ismail (2006) found that single acquirers outperform multiple acquirers and puts 

part of the blame on hubris affected managers.  

 
Previous studies on acquisition rate variability in relation to performance: 

The pace in which the acquisitions are carried out is believed to be a factor affecting the 

outcome of an acquisition strategy (see e.g. Jensen, 1986a; Hayward, 2002; Vermeulen and 

Barkema, 2002; Laamanen and Keil, 2008). Both Hayward (2002) and Zollo and Winter 

(2002) argued that the time between deals must be long enough to digest the event but not too 

long as it might risk losing the knowledge gained from previous acquisitions.  

 
Previous studies on acquisition-making capabilities in relation to performance:  

Haspeslagh and Jemison (1991) laid out a robust framework for determining how acquisitions 

should create and not only capture value. For this to happen, they said, the firm must build 

acquisition making capabilities and learn from previous actions. They further argued that the 

success of an acquisition is conditional on the level of organizational skills that a firm 

possesses (including the ability to identify a target, negotiating the deal, and managing the 

integration process). Finkelstein and Haleblian, (2002), Hayward (2002), and Vermeulen and 

Barkema (2002) have all contributed greatly to the literature on what factors affects the 

development of corporate acquisition capabilities.  
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2 Theory and hypotheses 
This chapter presents theories and concepts related to the value effects of serial acquisitions. It 

starts by addressing selected parts of the learning literature, followed by a section on takeover 

theory and on the possibilities to arbitrage. The chapter ends with a discussion on the role of 

learning applied to the activities of frequent acquirers. 

2.1 Introduction  
Practice makes perfect. This is an expression known to most people, but does it also apply to 

the activity of company takeovers? Can experience be a source of sustainable superior 

performance? And what does economic theory say about abnormal returns in relation to 

efficient markets, are market anomalies realistically possible? Ultimately, this chapter 

explores the links between organizational learning and acquisitions to see if the concept of 

learning curves also applies to the repetition of corporate takeovers.   

The theory starts by presenting organizational learning theory, simply because it is 

fundamental for understanding the ways in which frequent acquirers function. To formulate 

hypotheses about the performance patterns of serial acquirers, it is crucial to understand how 

repeating an action can influence its performance over time. As such, the theory starts with 

the theory of learning curves.  

 

The purpose of the chapter is to build a solid understanding of takeovers, why managers 

would want to engage in frequent acquisitions and what factors can affect their outcome. It is 

written to answer the following questions and help the reader evaluate the empirical results 

provided in chapter four. 

 

Questions to be addressed in the theoretical section  

► Why do acquisitions occur? 

► What are the possible effects of mergers on firm value, or differently put, are they 

efficient decisions? 

► Why would managers want to engage in repeated takeovers given the 

disappointing outcome of previous research? 

► What are the effects of learning? 
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2.2 Part one: Organizational learning 
The purpose of this section is to examine how previous acquisition experience, together with 

the timing of the acquisition activity and the characteristics of the management, can help an 

organization refine its processes and build acquisition making capabilities. Insights from part 

one will be used to formulate hypotheses about the return patterns of experienced acquirers. 

 

2.2.1 The importance of organizational learning in strategic decision making 

Edmondson and Moingeon (1996, page 7) state that “all firms facing uncertain, changing or 

ambiguous market conditions need to be able to learn”. Dar-El (2000, preface) asserts that 

learning is a topic that influences all types of human endeavor, as we, in most situations that 

require us to act, make use of previous experiences. In a corporate setting, learning becomes 

relevant in a predictive sense so as to be able to price and plan for future investments (Dar-El, 

2000 page 3). Hence, a common understanding of the drivers behind learning, and more 

specifically, behind the retention of learning is an indispensable ingredient in the management 

of modern corporations (Dar-El, 2000; Starkey et al p 6).  

 

2.2.2 Learning defined 

In its essence, learning is about gathering knowledge for future use. Learning comes from 

experience; it is even sometimes referred to as experience. It has to do with memory, and with 

the knowledge and capabilities that previous actions generate. Practice is known to result in 

less and less effort each time a specific procedure is repeated, and preferably also in improved 

outcomes (Dar-El, 2000, page 38). Edmondson and Moingeon (1996, page 18), refer to 

organizational learning as the processes by which the firm builds and extends its “repertoire 

of actions”. A related explanation is found in the work of Probst and Büchel (1997, page 9) 

who define learning as the processes by which the firm’s value base and sources of 

intellectual capital changes. They further argue that organizational learning is becoming 

increasingly dependent on the ability of adjusting to market conditions and to actively look 

for new business opportunities.  
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Learning can be concretely defined such as in the “Wright curve”, where the idea is that the 

time necessary to complete a unit of production will decrease each time the production is 

doubled. Learning has, however more complex and sophisticated implications, which are 

relevant to understand when discussing knowledge at the organizational level (Probst and 

Büchel (1997, page 32). In the modern corporation, it is not enough to learn how to put 

together parts the fastest, today the contribution of learning should rather be increased quality 

than maximized output. As such, it has become increasingly important to understand how to 

extract the most knowledge from each experience (Probst and Büchel, 1997, page 36). 

2.2.3 Learning curves 

The notion of learning curves was introduced by T.P Wright in 1936 who studied the impact 

of experience on the time it took to manufacture airplane parts. Since then, the concept has 

been used to analyze the incremental changes in the retention of knowledge (Edmondson and 

Moingeon, 1996, p 21). Learning curves can be used to analyze learning at the individual 

level, in for example assembly lines, but also at the organizational level where it has been 

widely used as a management tool for strategic planning (Argote, 1999). The contribution of 

learning curves is to predict what firm-specific resources are needed to carry out a specific 

task or, in the long run, what resources are required to achieve a certain strategic goal.  

 

Graphically, a learning curve is a non-linear relationship between the time it takes to perform 

a task and the n times it is repeated, see figure 2 for an example. The curve implies that, as the 

firm gains experience from repeating a certain action, its performance will improve, however 

at a decreasing rate (Dar-El, 2000, page 17). The shape of the curve is therefore negatively 

accelerated. The reason for the diminishing returns is that after each repetition, a decreasing 

amount of new learning is retained. In essence, the curve implies that organizations that repeat 

a certain task or process will become more efficient at this specific procedure, however at a 

decreasing rate why the effect will be most evident following the first repetitions.  
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Figure 2 – Learning curve including corporate forgetting 

Source: Dar-El (2000) 
 

2.2.4 How to retain knowledge and build firm-specific capabilities 

Organizational learning is a function of many factors, where previous experience and well-

defined structures are cornerstones (Probst and Büchel, page 18). To enable learning, two 

conditions must be met. The first condition concerns the role of the management who must be 

able to plan, control and implement the activities from which knowledge can be retained. 

Secondly, rules and routines must be established to assure that the experience can be kept 

within the firm (Dar-El, 2000, page 10).  Thus, for learning to take place, it is necessary not 

only to repeat the activities but also to develop routines by which the processes can be 

repeated. Hence, learning requires institutionalized processes in which the active users can 

create feed-back loops to learn from their actions. Having these routines in place is not 

sufficient to retain knowledge. Dar-El (2000, page 77) particularly stresses the timing of the 

activities from which learning is supposed to occur. He argues that, for learning curve effects 

to materialize, it is important that the tasks are repeated at a stable rate. Too long interruptions 

might cause previously gained knowledge to disappear, a phenomenon called corporate 

forgetting. Figure 2 illustrates the relationship between learning, the timing of activities and 

the retention of knowledge, which leads to increased capabilities (Dar-El, 2000, page 77).  

 

Several researchers stresses the point of awareness in learning, arguing that useful knowledge 

will not come about unless the user is aware of the fact that he is actually learning. It is also 

Original learning curve 
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Period of low activity 

Performance 

Time, number of repetitions 

Increased problem-

solving skills and 

capacity for action 



Applying learning to the case of multiple acquisitions 
Emelie Perckwall  

 

18 
 

argued that learning comes about when errors are detected and corrected (Edmondson and 

Moingeon, 1996). In the processes of conscious learning, Edmondson and Moingeon (1996, p 

26) recognize two types of learning that are relevant in the case of larger corporate changes; 

learning how and learning why.  

 

Learning how is about acquiring new knowledge and improving existing skills, thus 

increasing the quality of the output. It is therefore crucial that the employees are both 

instructed and motivated in such a way that their capacity of action is increased. The goal is to 

motivate the employees to actively engage in processes so that they can be repeated with 

fewer errors (Edmondson and Moingeon, 1996, p 30). Learning why, on the other hand, is 

about understanding why the specific knowledge is acquired, and further why it is applied to a 

specific situation. Learning why entails the processes by which people recognize the value of 

new information and to understand where it could be put to the most efficient use. These two 

types of knowledge are not mutually exclusive but coexist in most firms. They are further 

crucial elements of a firm seeking to operate in a dynamic and learning environment 

(Edmondson and Moingeon, 1996, page 30). 

 

2.2.5 Learning as a source of sustained superior performance  

Philip Selznick (1957) was one of the first theorists to acknowledge knowledge acquisition 

and knowledge retention as sources of superior performance. He argued that firms that know 

how to learn and how to keep the knowledge within the firm will develop advantages that are 

hard to imitate and thus sustainable across time. Firms that are aware of the fact that their 

current experiences have the potential to develop into knowledge will better succeed in 

institutionalizing their experiences. Institutionalization is necessary to build foundations on 

which a firm can create superior capabilities (Edmondson and Moingeon, 1996, page 31).  

Learning curves are one of “the most enduring links between learning and competiveness” 

(Starkey, Tempest, McKinlay, 2004, Brian Leavy, page 51). They argue that previous related 

experience leads “economics of experience” as active learners will not only become more 

efficient but also gain better control over their resource allocation and thus over their margins. 

Today, experience curves are increasingly about learning opportunities and learning 

efficiency. As competition is increasing, national boundaries are fading, product life cycles 

are shortening, technologies are converging and focus is shifting from tangible to intangible 
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resources, competitiveness is about building firm specific capabilities that are applicable 

across a variety of tasks and divisions and most importantly, that are persistent across time 

Leavy page 52. By this, there has been a clear shift away from merely focusing on increased 

firm size and market control (Starkey, Tempest, McKinlay, 2004, Brian Leavy, page 52). 

Following this line of thought, an increasing amount of researchers argue that firms will 

achieve superior performance only should they develop the ability to identify, develop, and 

exploit their core competencies. Edmondson and Moingeon (1996, page 121) state that one of 

the most important learning processes is the one in which standard resources are developed 

into core competencies. Two types of learning that can contribute to the development of core 

competencies. First is the one where the firm learns how to use standard resources to create 

work practices, thus initiating a routinization learning loop. The second learning process 

involves the generalization of existing practices to create specific capabilities, which are 

produced by the capability learning loop (Edmondson and Moingeon, 1996, page 125). By 

creating routinized capabilities, which draws upon firm-specific resources, the firm develops a 

“lasting” knowledge base with measures and methods to solve given problems. Moreover, 

with increased experience from a specific task that has been recognized as strategically 

important, the members of the firm will obtain superior problem-solving skills and a capacity 

for action superior to the ones that are acting in a more or less random manner (Probst and 

Büchel (1997, page 15). By recognizing the collection of experience as a vital part of the 

strategic planning, and by carefully planning for the timing of these activities, the firm can 

turn into a learning organization that redefines itself in a conscious and constructive manner.   

 

2.3 Part two: Acquisitions as a strategy for growth 
Part two provides an overview of the rationale behind acquisitions as a strategy for growth. It 

does so by using neoclassical- and behavioral theories. Combined, they can help describe how 

the potential benefits of a takeover occur.  

 

2.3.1 Acquisitions defined 

This paper uses the terms acquisitions, takeovers and mergers interchangeably and refers to it 

as the acquisition of assets by one company from another. An acquisition can come about 

through buying an entire business, selected parts or a subsidiary. In an acquisition, both 
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companies may continue to exist, however the normal case is that one of the parties will gain 

a controlling ownership stake in the other firm such that it will be more or less acquired and 

merged into the other (DePamphilis, 2010, page 5).  

 

Acquisitions can be arranged in many different ways depending on the purpose of the 

transaction. Some of the most common solutions are: vertical merger, horizontal merger, 

market extension merger, conglomerate merger, product extension merger, and reverse 

merger. The M&A literature often speak of friendly versus hostile takeovers. Friendly deals 

are negotiated settlements agreed upon by both parties whereas hostile takeovers refer to more 

aggressive proposals by a potential acquirer, which are contested by the firm’s management 

(DePamphilis, 2010, page 7).  

 

The takeover process involves a wide set of procedures. In general, the process starts with the 

target selection, where the company valuation is a crucial part. It is followed by a great 

number of carefully structured investigations, negotiations and, if previous stages have been 

successful, the process ends with the target integration (DePamphilis, 2010). Many actors are 

involved in the different stages, each with their own motivations, which can lead to 

cumbersome and time-consuming negotiations. Conflicting interests and mistakes during the 

diligences can lead to overestimation of gains that reduce the expected benefits of the deal. 

Because of its complexity, the takeover process includes a great deal of uncertainty, and is 

sensitive to factors such as private and/or hidden information. Also investor sentiments and 

behavior are known to play an integral role in the outcome. 

 

An acquisition is a control transaction associated with large corporate transformations, and is 

therefore involved in many theories on corporate decision making (Jensen, 1986b). Theories 

of the motivations behind acquisitions can be separated in two distinct categories. The 

categories are based on i) synergy and efficiency gains, and ii) behavioral theories of which 

managerial herding, hubris and agency costs are commonly cited motivations. In general, 

synergistic theories are associated with value increases whilst behavioral theories expect 

acquisitions to reduce shareholders’ wealth (in particular for the bidder’s shareholders). While 

the synergistic approach is discussed in this section an in-depth presentation of agency theory 

and managerial herding is provided in section 2.3.3 and 2.3.4.   
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2.3.2 Neoclassical theory of takeovers 

The neoclassical theory is a metatheory including a wide range of economic models that can 

help explain the rationales behind takeovers. The neoclassical theories argue that takeovers 

occur to maximize firm value through the realization of synergies and optimal capital 

accumulation It further assumes that managers engage in takeovers primarily to increase 

shareholder value (Shleifer and Vishny, 2002, Weston, Mitchell and Mulherin, 2004). 

2.3.2.1 Assumptions behind the neoclassical approach  

 

► Individuals act rational and have rational preferences among choices, all of which can 

be assigned a specified value. A rational individual makes decisions based on unbiased 

beliefs and seeks to maximize his/hers own utility. 

► Individuals maximize utility whilst firms maximize profits.  

► Market participants act independently and on the basis of full information.  
 

Source: McCormick, 1997; Shleifer and Vishny, 2002.   

 

The traditional motivation for takeovers has been to increase firm size, and thus promote 

synergies and efficiency gains (Weston, Mitchell and (McCormick, 1997)Mulherin, 2004). 

Synergies can be either operational or financial; the most commonly cited ones are economies 

of scale and scope. In the infamous article “The Nature of the Firm” (1937), Ronald Coase 

suggested that the relative size of the transaction costs determines whether or not an increase 

in firm size is beneficial. Coase (1937) argued that, if a firm benefits from including 

operations that would otherwise be obtained externally, at a higher cost, it makes economic 

sense to include these in the firm, thus increasing firm size. Hence, Coase’s argumentation 

can be considered as one of the first arguments for conducting mergers (Weston, Mitchell and 

Mulherin, 2004, page 133).   

 

2.3.2.2 Gains from mergers – the synergistic approach 

The transaction costs theory was later abandoned in favor of the synergy concept, maintaining 

that an acquisition should be undertaken when the value of two corporate entities is higher 

when they are combined than separated. The promise of synergies, and especially those 

stemming from economies of scale and scope, is one of the most frequently used arguments 
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for deciding to engage in takeovers, but equally one of the most difficult to obtain (Weston, 

Mitchell and Mulherin, 2004, page 134).  

 

Economies of scale occur when production capabilities increase more than the production 

costs. Cost synergies are realized when the sharing of common services such as financial 

control, top-level management, advertising etc. results in cost savings (Brealy, Myers and 

Allen, 2008, page 885). Economies of scope occur when more products or services are added 

to a firm’s operations, which can take advantage of the firms’ previous marketing and 

production experience. Further synergies are more effective management, improved 

production techniques, and the combination of complementary resources (Weston, Mitchell 

and Mulherin, 2004, page 134).  

 

Besides the natural benefits from takeovers, there are other arguments for why the combining 

of two separate business units enhances firm value: 

2.3.2.3 Arguments for engaging in takeovers 

 

► Strategic realignment is a common argument put forth by firms that are experiencing 

changes in their business environment. A merger can fill competency gaps or satisfy 

innovation needs, which can prevent the firm from losing ground or lag behind in 

competence. The two greatest external changes causing mergers are technological or 

regulatory changes (DePamphilis, 2010, page 21).  

 

► Increased market power refers to the situation when takeovers create value because 

they give rise to control (both in relation to suppliers and customers) (Weston, 

Mitchell and Mulherin, 2004, p 135).  

 

► Tax considerations can have substantial impacts on the benefits from mergers. This 

argument is especially important in cross-border deals. Tax attribute carryovers, 

purchase price allocations and transfer taxes are key considerations in takeovers and 

can generate substantial savings. 
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► Mismanagement is an argument often heard of when buying an imperfectly managed 

firm. The reason for the mismanagement can be that the previous managers were 

trying to secure their own wealth rather than trying to maximize shareholders’ wealth.  

 

► Industry consolidation offers efficiency gains from the merging of firms within in an 

industry with too many participants whose production capabilities would benefit from 

sharing certain central resources (Brealy, Myers and Allen, 2008, page 887). 

 

► Misvaluation is the theory of buying undervalued assets.  This argument claims that 

takeovers will take place when the market underestimates the true value or the 

“replacement value of its assets”. It is often the skills of the bidder’s management that 

are in focus as they are thought of as being able to find and realize hidden synergies.  

 

► Diversification is obtained by adding new products, new markets and/or a combination 

of the two. This strategy aims at acquiring firms that operates outside of the 

company’s current business. Diversification is often referred to as a poor argument for 

engaging in mergers and a predictor of failure (Brealy, Myers and Allen, 2008, page 

888). 

 

2.3.2.4 Reasons for merger failures 

When discussing the potential synergies from a merger it is necessary to say a few words on 

why such synergies might not be realized. The most commonly cited reasons are; overpaying 

due overestimation of synergy gains, poorly performed due diligences, integration issues due 

to social and cultural differences, and failures to live up to the forecasted potential because of 

weak core business and/or overly optimistic forecasts (DePamphilis, 2010, page 32). More 

arguments to explain why certain takeovers lead to value reductions can be provided by the 

behavioralists.  

 

2.3.3 Behavioral finance  

A second approach to explain takeovers pertains to an endeavor called behavioral finance. 

While the neoclassical theories refer to the economic man and assume rational behavior, the 

behavioralists examine what happens when this assumption is relaxed (Bodie, Kane and 
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Marcus, 2009, page 384). Besides explaining irrational investor behavior and security 

mispricing, the theory of behavioral finance can help explain the systematic irrationalities that 

may occur when managers are exposed to complex and risky decisions, such as in the case of 

a proposed acquisition (Kothari and Warner, 2006).  

 

2.3.3.1 Behavioral biases  

The behavioral theory states that, when investors are exposed to a given probability 

distribution, they will still make suboptimal investment decisions because of these biases who 

affect the ability to make just risk-return trade-offs. Framing is a common bias and refers to 

how a prospect looks; a takeover proposition, for example, might seem like a bad investment 

when considering the gains, but seem almost necessary when considering the consequences 

from not carrying out the deal (Bodie, Kane and Marcus, 2009, page 387). Mental accounting 

and regret avoidance are further widespread biases. 

2.3.3.2 Information processing biases 

Information processing biases concern the investors’ beliefs about future returns, such as e.g. 

the expected value of an acquisition. Forecasting errors and overconfidence are two major 

sources of miscalculation, which generate irrationalities in people’s behavior (Bodie, Kane 

and Marcus, 2009, page 386).  A common explanation to forecasting errors is a misconception 

called representativeness heuristics, which refers to a situation where the investor does not 

separate between an attractive firm and an attractive stock. Even though a company looks 

healthy, the stock might not include any investment value. In most cases, any market anomaly 

is eliminated by the market. Therefore, what appears to be a case of mispricing is, in most 

cases, not a market anomaly (Bodie, Kane and Marcus, 2009, page 386). Despite the known 

difficulties of exploiting anomalies, many managers seem to believe that their valuation is 

superior to that of the market’s. Hubris is one of the most commonly cited sources of merger 

failures and therefore awarded a section of its own. 

2.3.3.2.1 Hubris 

Hubris has two major implications on the outcome of acquisitions. First, a CEO that are 

subject to by hubris sees his or hers merger related capabilities to be superior to that of the 

general investor. Therefore he or she will overpay and fall victim of the winners curse, 

leading to reduced wealth for the bidder’s shareholders (DePamphilis, 2010). A commonly 

cited source of hubris is self-attribution of past successes. Managers that are affected by 
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hubris tend to praise themselves for the good outcomes but hold external factors accountable 

for failures. As such, they will only learn from the good deals and not from the bad ones, 

which creates a skewed feed-back loop (Billet and Qian, 2008). The hubris theory expects 

mergers to be value reducing and holds the overconfident CEOs responsible for the poor 

investments. As such, hubris affects both the initial perception of the deal potential but also 

the following integration and the learning process can be negatively affected by overconfident 

managers (Malmendier and Tate, 2008).  

 

The hubris concept stands in sharp contrast to the learning theory and most management 

literature, who argue that the more experienced a manager is, the more rewarding will his or 

hers decisions be in the eyes of the shareholders. A key take away from the behavioral finance 

approach is the manager’s role in the decision processes related to acquisitions. Agency 

theory further discusses the role of the owners and the managers of the firm.  

 

2.3.4 Agency theory  

The agency theory rests on the assumption of self-interested behavior of the firm’s major 

contracting parties: the owners (the principals) and the managers (the agents). Agency 

relationships exist whenever a principal delegates decision-making authority to an agent and 

the economic position of the principal is affected by the actions of the agent (Thomsen, 2008). 

Conflicts over the best use of corporate resources arise, in part due to the self interested 

behavior but also because of the limits (and costs involved) to control the actions of the 

agents. The theory assumes that the principal seeks to maximize shareholder value, in contrast 

to the agents, who seek to optimize their own wealth. A self-interested owner requires 

maximum pay-back and demands maximum efforts by the employees, always at the minimum 

costs, whereas the employees work for the opposite, that is, minimum effort for the maximum 

pay. According to the theory, the possibility of earning superior returns rests in how these 

conflicts are solved and how well their interests are aligned (Thomsen, 2008). Hence, learning 

will take place when incentives are put in place to encourage the employees to collect, store 

and share knowledge. Without some sort of monitoring or incentivizing mechanism, decisions 

will be made that are value reducing, hence not working to optimize shareholders’ wealth.  
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2.3.4.1 Key assumptions behind the agency theory   

 

► Conflicting interests due to self interested parties 

► Rationality and rational expectations 

► Asymmetric information: insiders (managers) know more about their firm than do 

outsiders (shareholders and debt holders) 

► Uncertainty in the outcomes because of moral hazard and adverse selection 
Source: Thomsen, 2008 

 

Empire building and managerial herding are commonly cited reasons for performing 

takeovers. According to the theory, these do not enhance shareholder value as the major goal 

is to increase compensation, prestige or power. The theory of managerial entrenchment 

expects takeovers to be value reducing and bases this argument on the idea that management 

strives to increase their own importance and protect their positions. Acquisitions can make the 

management more valuable in the eyes of shareholders, who in turn will hesitate in replacing 

them. In the case of acquisitions, the self-interested manager increases firm size to boost sales 

and thereby increase his compensation (Jensen, 1986a).  

 

In the context of mergers, the agency model is an important inclusion in that it expects some 

acquisitions to be value reducing as they are agreed upon, not to benefit shareholders, but to 

increase firm size, lower firm risk or in other ways increase managers’ wealth (Jensen, 

1986b).  The agency directly opposes the neoclassical assumption that managers only engage 

in mergers that enhances the firm value on both sides (Shleifer and Vishny, 2002).  

 

2.3.4.2 Agency costs based on free cash flow 

Agency costs based on free cash flow is an extension of the agency theory. It was originally 

proposed by Michael Jensen (1986a) to explain the occurrence of unrelated mergers or other, 

seemingly irrational, investment decisions. Jensen (1986a) argues that firms with excess cash 

more likely will fall victim of over-retention and/or make unrewarding investments. Jensen 

(1986a) defines free cash flow as the capital resources that are available to the firm after 

having funded its positive NPV projects, discounted at their appropriate cost of capital. 

Holding on to capital that is in excess of positive investments does not benefit the 
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shareholders as they could make better use of it elsewhere. Hence to maximize shareholder 

wealth, all excess cash should be paid out as dividends. According to Jensen’s cash flow 

theory, managers are hesitant of paying dividends as it lowers resources under their control, 

and thereby increases the power of the shareholders. Payouts further expose the management 

to the risk of having to seek external funding when a positive NPV investment is presented 

(Jensen, 1986a).  

 

Managers are further assumed to be more willing to finance investments with internal cash as 

it limits monitoring from debt holders. Without this external monitoring they can carry out 

investments that are both riskier but also of a more self-interested sort. Hence, the agency 

theory of free cash flow predicts acquisitions to occur for reasons that do not benefit 

shareholders (Jensen, 1986a, Amihud and Lev, 1981).  

2.3.4.3 Sub-conclusion –theories in relation to acquisitions 

It is possible to divide the effects of acquisitions in three groups; i) value effects based on 

synergy and efficiency gains, ii) value effects based on agency costs and iii) value effects 

based on managerial herding and hubris. Synergies have been described as value enhancing 

whilst the other categories are often seen as value reducing. Neoclassical theories argue that 

mergers take place when two firms are worth more together than as separate units. 

Behavioralists use cognitive biases to explain the irrationalities that occur when managers are 

exposed to complex decisions. Lastly, the agency theory expects managers to engage in 

acquisitions for reasons that do not coincide with the ones of shareholders.  

 

2.4 Part three: Pricing inconsistencies and the possibilities of arbitrage 
Having stated what learning implies for frequent acquirers it is necessary to build a 

foundation for interpreting the results of the empirical section. Part three presents the main 

theoretical predictions on the possibilities to arbitrage. 

2.4.1 What are abnormal returns? 

Positive abnormal returns refers to the excess returns that an investor gains from investing in a 

specific asset relative to what he would obtain from a similar investment given a certain level 

of risk (Bodie, Kane and Marcus, 2009, page 354). Abnormal returns are calculated by 

subtracting the actual, or realized, return from a benchmark return that can be either 
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approximated by an asset pricing model such as the CAPM, by a stock index such, or by 

construction of a benchmark portfolio, more in this in the section 3.5 (DePamphilis, 2010, 

page 27). 

2.4.2 Should there be abnormal returns? The theory of efficient markets 

The efficient market hypothesis (EMH) and the notion of market rationality is the strongest 

theoretical framework for predicting the behavior of financial markets. The core of the EMH 

is that actual prices reflect fundamental values, and that no investor can consistently exploit 

the market by studying past prices and/or follow a certain investment policy (Bodie, Kane and 

Marcus, 2009, page 345). An informationally efficient market is defined as one where 

information is instantly disseminated to a large number of market participants who are 

assumed to be rational and profit maximizing. Due to competition, price movements will 

reflect existing information and incorporate the market’s expectations about future outcomes. 

It is possible to distinguish between three levels of market efficiency: (Bodie, Kane and 

Marcus, 2009, page 359).  

2.4.2.1 Three levels of market efficiency 

 

► Level one – in the weak form, stock prices reflect all information that can be obtained 

by studying past prices and trading volumes. The implication on investment policies is 

that trend analysis cannot add value and therefore not worth performing.  

 

► Level two – in the semistrong form, prices also reflect information that is made 

available to the public, such as annual reports, information on the quality of 

management, registered patents etc. This form of efficiency states that prices will 

adjust immediately to all information that is made public. Here, investor can earn 

superior returns only by making use of insider information. 

 

► Level three – the strong form of market efficiency is the most extreme form and has 

the most powerful impact on investor policy. Here, prices reflect all information that is 

relevant to any firm and no one, no matter the level of insider, can earn excess returns 

and constantly beat the market. In this version, the only difference between investors 

is their amount of luck, if any (Bodie, Kane and Marcus, 2009, page 348). 
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The EMH states that, in a perfectly rational world, every security is traded at its fundamental 

value. Hence, no investor can earn returns greater than the risk adjusted opportunity cost of 

capital. The price, (P) reflects future cash flows (Ct) and the opportunity cost of capital (r): 

 

P =  C (1 + r) ∞

          (1) 

 

A primary inference of the EMH is that much of the work performed by fund managers is 

superfluous as neither fundamental- nor technical analysis should be able to help exploit any 

predictions on security price patterns (Bodie, Kane and Marcus, 2009, page 345). In every 

case of arbitrage, the market would detect this anomaly and correct the inefficiency (Fama, 

1970). Thus, the efficient market hypothesis strongly reject the possibility of earning excess 

returns, therefore, when comparing two firms which seem to be exposed to the same level of 

risk, or with claims on the exact same cash flows, they should, according to the EMH, be 

trading under the same principles (Brealy, Myers and Allen, 2008, page 366). 

 

Today, a large amount of studies includes observations of market anomalies, why the EMH 

has become increasingly tested and contested. Nowadays, the debate concerns whether 

competitive pricing also reflect the real world. Researchers have applied event studies and 

statistical measures to examine whether return patterns exist. The results are to a great extent 

ambiguous. Much of the empirical evidence has found that markets are not totally efficient 

but efficient enough to make sure that no easy profits can be reaped. Important to note is that 

tests of market efficiency are extremely difficult to construct since such test are also joint tests 

of an asset pricing mode. When detecting an anomaly, it might be difficult to determine which 

part of the test failed; the pricing model or the market?  

2.4.3 Behavioral finance and the possibilities to arbitrage 

In the early 1980’s, a growing amount of researchers began producing evidence that rejected 

the hypothesis of market efficiency (Mitchell and Stafford, 2000). This countermovement 

developed into the discipline of behavioral finance in which one focused on information 

processing biases. Researchers argued that not all managers acted in their own personal 

interest and that, some companies had actually managed to develop pure acquisition skills that 
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made their firm strategy increasingly more effective, hence they should be trading at higher 

prices (Kothari, 2006).  

 

As stated in an earlier section, advocates of behavioral finance explain deviations from 

fundamental values with built-in misperceptions in the minds of investors. Financial 

behavioralists argue that, even if there are true cases of mispricing, investors’ irrational 

behavior would put limits to the possibilities of arbitrage. In contrast to the anomalies 

literature, the field of behavioral finance argues that mispricing is not a consequence of 

market inefficiencies but rather an effect of investor psychology (Brealy, Myers and Allen, 

2008, page 369). If security prices diverge from their fundamental value, investors cannot 

always exploit these opportunities (Bodie, Kane and Marcus, 2009, page 389). Limits to 

arbitrage can be due to fundamental risk as investors cannot know beforehand when prices 

will converge to their intrinsic value. Arbitrage limits can be due to implementation costs 

and/or model risk as there is always a risk that the pricing model produces incorrect values. 

However, behavioral finance does not oppose the notion of anomalies but argues that, in the 

real world, investors need to take into account that behind every investment opportunity lie 

the actions and the sentiments of feeling and reflecting people that are affected by things such 

as loss aversion, rumors etc. (Bodie, Kane and Marcus, 2009, page 385).  

 

2.5 Part four: Applying learning to the case of multiple acquisitions 
The last section of this chapter brings together the topics of organizational learning, 

acquisitions and arbitrage. The insights of part four will lead to the paper’s hypotheses.  

 

2.5.1 Learning from acquisitions: what are the possibilities to superior returns in the 

case of multiple acquisitions?  

Whether they are aware of it or not, frequent acquirers are involved in several parallel 

learning processes. According to the organizational learning theory, can create feed-back 

loops and in so doing they can develop core competencies. Due to the positive aspects of 

repetitive momentum, organizational learning theory has traditionally been a focus area when 

examining the performance of frequent acquirers (Hayward, 2002).  
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To begin with, the reduction of mistakes is a direct effect of experience. Since acquisitions are 

recognized as both complex and costly investments, there is much to gain from making fewer 

errors. Moreover, if the acquisition processes are codified, the influence of behavioral biases 

such as framing and mental accounting ought to be reduced. Also the potential influence of a 

single person’s opinion (the hubris effect) on the decision making processes should be 

limited. The increased experience and the established routines will require less and less effort 

in each process. Hence, learning results in substantial efficiency gains.  

 

Problem solving skills is a second effect that comes from experience. In his study from 2002, 

Mathew Hayward uses organizational learning theory to analyze the performance patterns of 

frequent acquirers and highlights the processes of problem solving that occurs within an 

organization following a takeover. From dealing with a wide range of problems, not only once 

but many times, the firm will develop specialist acquisition capabilities. It will further learn to 

modify its acquisition behavior and react with different solutions depending on the nature of 

the problem.  

 

A third effect of learning is the development of core capabilities. Such capabilities come from 

increased experience and constant improvement. If experience is transformed into adaptive 

behavior, the acquirer can actively explore business opportunities and exploit external 

conditions over which the company has little control (e.g. market cycles, regulatory changes 

and technological innovation) (Hayward, 2002). The adaptive behavior is valuable in the 

sense that, besides expanding the firm’s value base, it makes the firm more flexible as it 

creates generalist skills and open up for the opportunity to take on a much wider set of 

acquisitions. Moreover, being regularly exposed to new knowledge, ideas and settings 

generates a larger absorptive capacity which in turn would spur the organizations openness for 

new ideas and make it change-oriented (Guest, Cosh and Hughes, 2004).  

 

Lastly, by admitting that acquisition making is a capability, which the firm can learn how to 

master and continuously improve, frequent acquirers turn into strategic acquirers. The ability 

to identify what specific parts of a firm’s core processes that need to be fine-tuned in order to 

succeed is a key point in the quest for superior returns. This skill is closely related to 

increased experience (Dar-El, 2000). As such, the organizational learning theory, with support 
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from the literature on learning curves, expects the returns of frequent acquirers to increase 

with each deal. 

On the other hand, Malatesta and Thompson (1985) argue that, when acquisitions are 

anticipated for, the full impact is incorporated in the stock price already at the program’s 

announcement day. However, for the greater part of frequent acquirers, the acquisitions do not 

seem to follow a steady pace, nor is it realistic to assume that is continues in a similar way 

forever. Moreover, when applying the learning perspective to the frequent acquirers, it 

becomes obvious that their performance patterns, because of the learning effects, should 

change over time and that the market never can anticipate its full effect.    

2.5.2 Different acquisition strategies can have different learning potential 

Hayward (2002) expects some acquisition strategies to make better use of previous experience 

than others. He also expects certain strategies to be more long-run rewarding. A series of 

acquisitions that occur to eliminate competitors follow a single (or standardized) rationale, 

and therefore, previously made inferences should be more useful. This strategy only makes 

use of existing knowledge and turns the firm heavily path dependent. Path dependent 

acquirers will create specialist skills but fail to develop an adaptive behavior. For this reason, 

it is less rewarding on the long term. Adaptive behavior, on the other hand, can generate 

sustainable acquisition making capabilities and is obtained when dealing with dissimilar 

acquisition situations (e.g. when entering new markets or adding new capabilities).  In the 

long run, the acquisition strategies that generate re-usable capabilities are hypothesized to 

yield higher returns because those are the ones that will spur people to learn and thus enhance 

the firm’s knowledge base (Hayward, 2002).  

 

By applying the insights of organizational theory, frequent acquirers seem to have great 

potential to learn from experience and thus develop superior acquisition capabilities. In 

relation to their non-acquiring peers, the frequent acquirers have the potential to develop 

superior skills in relation to both types of learning previously discussed: skills related to 

“how-to-acquire” infer efficiency gains while the learning why contributes to adaptive 

learning. Both learning processes should be enhanced by increased amounts of related 

experience.  
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2.5.3 Further variables to affect the outcome of multiple acquisitions 

2.5.3.1 Regularity, or rhythm 

The degree to which a firm can learn from its takeover experiences is an effect of the rhythm 

in which the deals are carried out (Hayward, 2002). Periods of intense acquisition activity 

followed by periods of inactivity have, according to the learning theory, a negative impact on 

the absorptive capacity of the firm and thus on the ability to develop useful capabilities (Dar-

El 2000, page 81). The acquisition of a new corporate entity involves a large amount of new 

structures, processes and routines that need to be conformed to the ones of the acquiring firm. 

Organizational indigestion is the result of a firm’s inability to absorb too much experience 

from too many acquisitions, during a short period of time (Vermeulen and Barkema, 2002; 

Fuller, Netter and Stegemoller, 2002). Taking on too many deals during a short time period 

will strain the efficient allocation of resources as acquisitions are costly both in terms of 

human capital and financial resources. Moreover, for knowledge to come about it is crucial 

that management is given enough time to decode the information and transform experience 

into knowledge (Vermeulen and Barkema, 2002). With a stable acquisition rhythm that 

continues over the long term, the employees will be more likely to engage in the codification 

and thus in the usefulness of their knowledge as they will expect this event to happen in the 

near future.  

 

Moreover, organizations, as well as individuals, are assumed to gradually forget what they 

have learned why longer periods of inactivity could cause the firm to either lose its acquisitive 

capabilities and/or lose the people who carry the knowledge. Hence, long periods of 

interruptions might make the experience unavailable, inapplicable or simply outdated 

(Hayward, 2002).  

 

As such, a firm with an official acquisition strategy and that announces its acquisitions within 

a stable (and predictable) time span should produce higher returns because of the signals that 

are sent to the market. A stable takeover rate should moreover indicate that the organization 

includes people who know how and why they are acquiring, which in turn improves 

operational efficiency.  
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2.5.3.2 The role of the CEO 

Before concluding the advantages of multiple acquirers, a few words must be awarded the 

role of the CEO, as all previous theories have touched upon this topic. According to Aktas, de 

Bodt and Roll (2007), the manager’s characteristics and his/hers degree of influence greatly 

impacts the outcome of large investment decisions such as takeovers. Amihud and Lev (1981) 

and Jensen (1986a) expect managers to engage in mergers to reduce the overall firm risk 

and/or increase their own wealth. Croci and Petmezas (2009), on the other hand, suggest that 

firms become serial acquirers because of their skilled CEOs, and argue that some CEOs are 

possess superior skills and are better at identifying undervalued targets, negotiating deals and 

better identify hidden synergies. They find that the CEO turnover is notably low among serial 

acquirers and that there is substantial evidence for arguing that some managers possess 

acquisition capabilities that result in superior profits. Jensen (1986b), on the other hand, 

argues that managers facing an uncertain business environment will want to have large 

amount of resources under their control and therefore engage in many takeovers. As such, he 

claims that mergers are not necessarily good investment decision in the eyes of the 

shareholders.  

Aktas, Bodt and Roll (2007) stress the role of the manager and hypothesize that the more 

accurate his forecasting ability is, and the lower the temporal variation of deals, the larger 

should the performance improvements be. With a large part of the acquisition making 

capabilities residing with the CEO, a low management turnover should indicate that important 

knowledge stays with the firm for a longer time. Hence, with experienced managers, fewer 

errors are made in the acquisition processes and the possibilities to superior performance 

increases.  

2.5.4 The advantages of an experienced acquirer 

Insights from previously cited theories offer the following advantages for an experienced 

acquirer relative to a one-off acquirer.  

 

► Overpaying – excessive premiums will be avoided as the experienced acquirer better 

knows what synergies are achievable and thus knows where to draw the line.  The quality 

of the forecasts should increase with experience.   

► Incomplete due diligence - an experienced acquirer will know what to look for in the due 

diligence processes and thereby mitigate potential issues. Moreover, the experienced 
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acquirer will less likely make miscalculations due to information processing biases such as 

framing. A well performed investigation will also increase the possibilities of lowering the 

price and improve the bidder’s standpoint in the negotiations. 

► Cultural and social differences – the experienced acquirer with an adaptive acquisition 

behavior will better know how to handle culture clashes. Prior experiences will also help 

avoid the most “impossible” cases. 

► Poorly managed integration - an experienced acquirer will plan for the integration in 

advance and allocate the right amount of resources to handle the expected issues. 

► Over-optimism - a single acquirer easily becomes overly optimistic about the potential for 

value creation. The experienced acquirer should better know what hurdles one must 

overcome in order to achieve the projected synergies. 

 

2.6 Hypotheses 
 

Hypothesis I: The overall effect of serial acquisitions 

Building on the theoretical predictions, this paper expect that firms engaging in multiple 

acquisitions will, in comparison to their peers, produce long-term abnormal returns. This 

argument is primarily based on the insights of the organizational learning theory stating that 

the continuous repetition of an activity places the user on a learning curve, which over time, 

increases its capabilities within this specific area. The organizational learning theory further 

argues that practice creates skills and capabilities, which have the potential to increase a 

company’s competitive advantage in that specific area. According to the theory, a competitive 

advantage that rests on such intangible resources is hard to imitate, which makes it sustainable 

and potentially long-term rewarding.  

This prediction challenges the EMH, which states that an investment policy cannot yield 

consistent excess returns on a risk adjusted basis. Moreover, the hypothesis opposes the 

predictions of behavioral finance in which the agency theory, the hubris hypothesis and the 

theory of managerial herding imply that managers perform acquisitions that reduce 

shareholder wealth and/or reduces operational efficiency. However, these negative predictions 
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deal with acquisitions in general and do not focus on frequent acquirers, nor do they address 

the learning effects of increased acquisition experience.   

H I: Compared to one-off or single acquirers, frequent acquirers generate long-term 

superior returns. 

 

Hypotheses II-V 

The following hypotheses investigate the performance effects of factors that are recognized as 

important for the learning potential of frequent acquirers. Following the theoretical content of 

this paper, focus will be on i) the sequencing of transactions together with ii) the firm’s 

previous acquisition experience which is thought to translate into capabilities and iii) 

managerial learning represented by management tenure.  

 

According to the theory, the sequencing of a company’s acquisitions matters for its potential 

to learn and to generate superior performance. A constant stream of takeovers is supposed to 

add predictability to the acquisition strategy, thus resulting in a more efficient allocation of 

resources. Moreover, a carefully planned for acquisition strategy with a specific goal (e.g. 

eliminate competitors or acquiring specific knowledge) is considered to make efficient use of 

previous knowledge and result in a more stable takeover rate. Lastly, firms growing in a 

steady pace will less likely be exposed to organizational indigestion and are hypothesized to 

develop useful knowledge. Hence, this paper expects the returns to be higher among firms 

with a more stable acquisition rate. 

 

H II: Firms with a regular acquisition pace enjoy higher returns than the ad-hoc, 

high-variability acquirers. A low variability further enhances the positive effects 

of acquisition intensity on performance. 

 
The organizational learning literature suggests that frequent acquirers have great potential to 

learn from experience as it, besides adding knowledge, creates a feedback loop and allows the 

acquirer to learn from mistakes (Hayward, 2002; Harding and Rovit, 2004). Frequent 

acquirers are hypothesized to follow a positive learning curve. They are hypothesized to start 

with deals that, all else equal, take longer and use more resources and, in the course of time, 
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build capabilities to make the processes run smoother and quicker. With less and less 

resources allocated to each transaction, the experienced acquirer should be able to make more 

efficient use of their corporate resources. Moreover, with time, frequent acquirers should be 

able to better recognize and take on high-qualitative, larger and possibly more rewarding 

deals. As a result, the more acquisitions there are in a series, the higher should the returns be.  

Hypothesis III: Among the frequent acquirers, the most frequent will enjoy 

superior returns relative to the less frequent acquirers.  

 
Prior related experience is assumed to result in a larger pool of knowledge and more efficient 

use of resources. A greater knowledge base should further result in more stable routines, 

reduced search costs and fewer mistakes in the acquisition making processes. As such, the 

more acquisitions a firm has carried out during the five years prior to the event-window, the 

greater should their acquisition making capabilities be and the higher should the returns be. 

 

Hypothesis IV: Performance is positively related to the number of acquisitions 

during the five years preceding the event window. 
 

To test whether the performance of frequent acquirers is driven by the decision maker, this 

paper examines the relation between management tenure and profitability. Following the 

work of Aktas, de Bodt and Roll (2007), the CEO was chosen to represent the decision maker, 

however it is also likely that for example a strong board can exercise their influence in these 

types of events. A knowledgeable CEO, with relevant experience (from both the firm and 

from integrating acquisition targets to it), should better be able to raise the profitability of the 

firm. Not only should this CEO better be able to separate the good targets from the bad ones, 

he should further carry better forecasting abilities and thereby avoiding costly mistakes. 

 

Hypothesis V: In assuming that a great deal of knowledge rests with the CEO, a 

higher CEO tenure should result in higher profits. The effect should be enhanced 

by the firm’s acquisition experience.   
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3 Data, measures and methods 
Chapter three focuses on the design, implementation and interpretation of the performance 

analysis. It treats key research design issues, discusses the choice of performance metrics and 

presents the quantitative methods applied. The chapter starts by describing the framework of 

the performance analysis. 

3.1 Research framework 
To capture the value effects of serial acquisitions, the analytical section seeks to determine 

whether the long-term, cross-sectional, distribution of the observed returns is abnormal. To 

assess abnormal returns, the setting in which the returns are to be analyzed must be defined. 

An event study is the appropriate method if the aim is to analyze the behavior of firms that are 

exposed to a certain type of event (Kothari and Warner, 2006).  

Long-run event studies serve several beneficial purposes. Event studies have the power of 

capturing the impact of a pre-specified corporate event. The return metric can be stock prices, 

operating performance measures or any other return metric. A typical way of analyzing 

abnormal returns is to compare the realized returns of a sample group to a model of predicted 

returns. Thereafter it can be determined if the difference is statistically different from zero. 

The usefulness of event studies has been thoroughly examined and many times proven in the 

literature. Kothari and Warner (2006) classify the event study methodology as mature and 

claim that the approaches used and the information provided by such studies is defined to 

stand on its own. Because of refined methodologies and attractive statistical properties, event 

studies are now frequently used in both short- and long-run performance analyses (Kothari 

and Warner, 2006). They are increasingly favored since a growing amount of event studies 

has produced estimates of long-term abnormal returns following corporate events. By this 

they can reject, or at least challenge, the efficient market hypothesis (Mitchell and Stafford, 

2000).  

Kothari and Warner (2006) state that inferences made on the basis of event studies require 

“extreme caution” as many factors that can influence their outcome. According to Fama 

(1995), expected returns in long-run tests can vary largely depending on the performance 

measure used. He further stated that whilst short-horizon tests represent “the cleanest 

evidence we have on efficiency”, the analysis of long-run abnormal returns is a complex task 
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that requires the outmost attention to details. Hence it is crucial to clearly specify both the 

performance measure and the model for normal or expected returns to avoid systematic biases 

and misspecification (Fama, 1995; Weston, Mitchell and Mulherin, 2004, page 208).  

In order to strengthen the results and to validate the findings of this paper, the performance 

evaluation will be based on both stock price effects and the companies’ operational 

performance.  

The long-run horizon test is chosen since the individual deals are considered to comprise a 

single plan, whose results cannot be captured by studying the short-term effects of each 

specific transaction. Moreover, in a series of acquisitions, each deal is assumed to be 

dependent on the outcome of previous deals. As such, the window chosen must be long 

enough to capture the strategy’s value effects and not being disturbed by the noise of 

individual acquisitions. However it cannot be too long since the abnormal returns must be 

linked to the strategy.  

Figure 3 – Event window 

 

3.2 Data 
Cosh and Hughes (2008) argue that, in order to bring valid data, a study on acquisition 

performance must be “rooted in a specific institutional and historical context”. The sample is 

therefore chosen in such a way that it focuses on the Swedish market and is limited to a period 

of seven years.  

The hypotheses will be tested using data on the most active acquirers in Sweden.  The source 

of the sample group is a compilation work established by Ernst & Young Corporate Finance 

division in Sweden, which is published in the quarterly publication Corporate Transaction 

Trends (CTT). The CTT record is a comprehensive database including information on buyers, 
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bidders, sellers, deal value (if applicable) and dates for announcement and completion. Deals 

covered are transactions carried out by large Swedish companies, defined to mean firms listed 

on the Stockholm Stock Exchange with a market capitalization larger than 5,000 million SEK. 

At the time of the data collection, the database included information on 1 107 unique 

transactions. The original file included, besides acquisitions, divestitures, alliances and other 

control transactions. 

The CTT compilation is an integral part of Ernst & Young’s work to study the Swedish 

takeover market and its result is often referred to by Swedish business papers. The database is 

continuously being updated and there are regular discussions on what deals to include. The 

data stems from several sources, such as company press releases, annual reports, 

announcements reported in Mergermarket, business newspapers etc.  

In the performance analysis, the stock market returns and the financial data both come from 

the Factset database.  

3.3 Data selection 
The sample group is constructed in to include seven years of data on Sweden’s most frequent 

acquirers. A frequent acquirer is defined to mean companies having carried out more than 

four acquisitions during the period 1 January, 2004 to 31 December, 2010.  The first day of 

the event window is set to 1 January, 2004, and in order to include completed transactions 

only, the event window ends on 31 December, 2010. Only transactions completed or declared 

unconditional during the event window period, with an estimated deal value over 

approximately 50 million SEK, and which have resulted in a change of control or significant 

change of influence (>50 percent ownership stake) have been included. This restriction was 

made to ensure meaningful and reliable data for the analysis of the return patterns of serial 

acquirers.  

By including frequent acquirers only, the study hopes to capture specific features that are due 

in particular to the serial acquisition strategy. In so doing it is hoped to minimize variation in 

bidder abnormal return, which is important for the quality of the empirical investigation. The 

restriction taken is in line with the work of Fuller, Netter and Stegemoller (2002) and is 

considered to better depict the real world case as this paper argues that acquisition series are 

fundamentally different from one-off acquisitions.  
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To identify the frequent acquirers in the original data set, each transaction and each firm had 

to be examined. All transactions that could not be classified as majority stake acquisitions (i.e. 

divestitures, joint ventures and minority stakes) were excluded. Further, companies controlled 

by foreign groups were excluded as Cosh and Hughes, 2008 suggested a single institutional 

context for M&A studies. The list of acquirers was also limited to include publicly traded 

companies only, as the study aims at illustrating how the market appreciates multiple 

acquirers. Moreover, neither the acquirer nor the benchmark firm must be a utility or a 

financial institution. These were excluded because of their different legislative framework. 

The last step in constructing the sample group was to exclude those firms that had carried out 

less than four acquisitions.  

 

To be able to match on pre-event performance, it was verified that historical data was 

available for all firms for the one-year period preceding the event window. Further, to include 

the variables acquisition experience and management tenure, it was verified that the 

companies could provide information about the number of acquisitions and management 

changes for the non-focal period, defined as the five year period preceding the event window. 

One company, Munters did not “survive” the whole period as they were acquired and delisted 

during late 2010. This company was however included so as to avoid selection bias (Kothari 

and Warner, 1997). 

The final sample group includes 585 acquisitions, carried out by 35 unique companies 

between 1 January, 2004 and 31 December, 2010, equal to a period of 7 years or 84 months. 

Please refer to appendix 1 for a complete list of the included firms and their deal activity. The 

sample firms can be found in the following seven industries: 

► Basic industries 

► Manufacturing and construction 

► Consumer goods 

► Finance and real estate 

► Healthcare 

► TMT (Telecom, Media & Technology) 

► Services 
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3.4 Descriptive statistics  
The sample group comprises 35 companies, all listed on NASDAQ OMX Stockholm. 

Together they represent companies from all seven industries that are included in the original 

data set. It is an important feature as it makes the findings of this paper applicable across 

industries. The average asset value at the beginning of the investigated period was 37 billion 

SEK, by the end of the period the same value was 61 billion SEK, see figure 4.  

 

Figure 4 – Asset size of the sample firms, SEKbn 

  
 

 

The average year-on-year sales growth was 2.8 percent in 2003. In 2010, the sales growth had 

increased to an average of 13.0 percent. From figure 5, it is clear that the manufacturing sector 

is overrepresented in terms of transaction activity. The number of deals peaked in 2007 when 

117 deals were closed and reached the bottom in 2009 with 33 acquisitions. In the beginning 

of the period, the sample firms had an average ROA of 12 percent, a number that increased to 

14 percent by the end of 2010. The EBITDA margin increased from 13 percent to 17 percent 

while the gross margin increased from 36 percent to 41 percent. The year-on-year sales 

growth in 2003 was 3 percent whereas in 2010 it was 22 percent. The leverage for the whole 

period was 19 percent; however the level decreased substantially between 2003 and 2010, 

from 28 percent to 9 percent, which may be a consequence of the recent financial crisis.  
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Figure 5 – Deal activity per year and industry (number of acquisitions) 

 
Appendix 2 provides some of the most important financial key ratios for this sample in 

comparison to the benchmark firms. The following charts provide some key numbers on the 

financial situation compared to their benchmarks.  

Figure 6 – Descriptive information on the sample population 
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3.5 Analytical tools  
This section discusses common methods of modeling performance in an event study. To 

calculate abnormal returns, it is necessary to decide what the performance would have been 

excluding the event. Therefore, the section also presents the benchmark approach by which 

the normal returns are calculated. 

 

3.5.1 Modeling abnormal returns in an event study 

Return decomposition in the basic event study equation: 

   , =   , +   ,      (2) 
 
 

The abnormal return, eit, is the difference between the observed return, Rit, and the predicted 

return, Ki.. Ki stands for the normal return, that is, the return should the firm not have been 

exposed to the event. Ki must be defined by a model of expected returns (e.g. CAPM). The 

abnormal, or unexpected, return associated with the event is then represented by eit .    , =   , −  ,      (3) 

 

3.5.2 Modeling expected performance  

To make valid inferences about the performance patterns of multiple acquirers and to decide 

abnormal returns one must decide what the performance would have been exclusive of the 

event. With longer horizons, it is more difficult to statistically prove that the event of interest 

is the only aspect generating the abnormal returns (Kothari and Warner, 2006). According to 

Barber and Lyon (1996), the specification of normal returns is a key decision in long-run 

event studies.  

 

There are many ways to estimate normal returns, where CAPM and the market model are two 

of the most widely used ones. According to Kothari and Warner (2006) there is no standard 

model to use when estimating long-run normal returns. The choice depends on the purpose of 

the study (e.g. long term vs. short term) and on the quality of the data. In line with the work of 

Laamanen and Keil (2008), the CAPM approach has been discarded, partly because of the 
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difficulties of estimating the true beta value. In this paper, expected performance is modeled 

by matching each company with a similar firm, whose return patterns represent the expected 

return excluding the events. The benchmark approach is a common method in event studies 

and equally applied by Barber and Lyon (1996) and Ghosh (2001), amongst others. 

 

3.5.2.1 The benchmark approach 

The characteristics based method used in this paper is designed to take into account 

differences in firm size, pre-event performance and industry peculiarities. The characteristics 

based method is chosen over the approach of industry-medians as benchmarks. This is 

decided upon in order to preserve direct comparison and be able to relate abnormal returns to 

the undertaking of acquisitions. According to Ghosh (2001), the use of industry-medians will 

cause biased results when size and performance differ between sample firms and the industry-

median, as they often do when treating acquiring firms. He further claims that, on average, 

larger firms enjoy higher profits and hence cannot be compared to a median value. Moreover, 

in merger studies, the investigated firms should by definition outperform industry averages as 

most economic theories state that firms tend to perform acquisitions after periods of superior 

performances. Using industry medians can make it difficult to determine whether the 

abnormal values are an effect of the acquisitions alone or simply a continuation of previously 

successful investments, which in turn was the reason for the acquisitions. Barber and Lyon 

(1996) promote the use of characteristic based benchmarks and strongly suggest that the 

matching should be made also on pre-event performance as they found that companies with 

varying pre-event performances yielded mis-specified statistics. Hence, to correct for size 

effects and momentum biases, this paper adds asset size and pre-event performance to the 

matching criteria.  

 

The matching approach enjoys several positive aspects relative to industry-median firms: 

► Benchmarks constitute a better forecast of the future returns and, by taking the 

history of the firm into consideration, it has more statistical power to detect 

abnormal performance than models based on beta estimates or market indexes. 
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► By matching on size, industry and pre-event performance, many of the factors that 

can lead to different outcomes of acquisitions are controlled for, which also means 

that factors such as CAPEX, leverage, sales growth etc are taken into 

consideration at this early stage. Hence, the use of control variables in the 

regression estimates is limited and the degrees of freedom are protected.  

► The calculation and the interpretation are straightforward, which further makes 

them easy to replicate. 

 

3.5.2.2 Construction of the benchmark portfolio 

The selection of a proper benchmark is a complex task and of particularly high importance 

when examining long-run returns through a characteristic-based method as much of the power 

relies on the firms chosen as benchmarks (Mitchell and Stafford, 2000). Each event firm is 

paired with a non-event firm based on the following criteria:  

 

► Industry (the same two-digit SIC code) 

► Asset size (25-200% of the company’s book value of assets) 

► Pre-event performance (matching on one-year-prior performance) 

 

To be considered as a potential benchmark, the firm must not have performed a takeover 

during a one-year period prior to the event window, and cannot have engaged in more than 

three acquisitions during the focal period as it would then be characterized as a frequent 

acquirer itself. 

The procedure to select a matching firm was as follows: 

First, all firms included in the study were partitioned into their respective industry on a two-

digit standard industry codes (SIC) basis. Next, by using the Factset database, the most proper 

non-event firm was identified by using the following algorithm: if there were more than one 

non-frequent acquirer in the same two-digit industry, with 2003 end-of-year assets within a 25 

to 200 percent range of the examined firm, the company with the closest one year buy-and-

hold stock return and the closest ROA-ratio was selected. Firms with close geographic 
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presence and/or institutional context were favored. If there were no non-event firms in the 

same SIC code with matching asset size and pre-event return in Western Europe, the search 

was extended to include the whole world.  The control firms are selected on the basis of their 

performance as of 31 December 2003.  

 
Ghosh (2001) used the two-digit SIC code matching approach and similar research has shown 

that more specification will not enhance the result (see e.g. Clark, 1989).  

The benchmark firms are henceforth referred to as non-frequent acquirers, peers or simply 

benchmark firms. 

3.5.2.3 Difficulties in obtaining significant test results with the benchmark approach 

By selecting one firm as a proxy for normal returns, the analysis is exposed to company 

specific features. The results of the tests will rely heavily on the quality of the benchmarks 

(Kothari and Warner, 2006). This issue is mitigated by matching on several, for this specific 

purpose, relevant criterions (size, industry and pre-event performance).  

Kothari and Warner (2006) highlight two aspects that can severely impact the properties of an 

event study, namely volatility and time horizon. A high volatility among the returns of the 

sample firms make it difficult to obtain statistically significant results and this issue grows 

with longer calendar time periods. 

When interpreting the results of an event study based on stock price returns, one must bear in 

mind that the event can be more or less anticipated by the market. Non-anticipated events will 

more likely generate peaks in the abnormal returns. The reasons for the different degrees of 

anticipation are many (e.g. a firm may have an outspoken acquisition strategy, it might be 

closely monitored by media, insiders might have leaked information etc.). Therefore, an 

accounting measure is used as an alternative performance measure. Moreover, the anticipation 

effects are considered to even out with time.  

In this study, the benchmarks are considered to match on all aspects except for the acquisition 

frequency. Hence, the dependent variable is constructed to capture the value effects of these 

acquisitions. In real life there will of course be other aspects that influence the abnormal 

returns. For this reason, and because of the small-sized sample, the models do not aim at 

explaining all parts of the returns; its major contribution is to interpret the power and the level 

of the explanatory variables (on both the dependent variable and on each other). 
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3.5.3 Performance measures  

To capture the value effects of serial acquisitions, this study uses two complementing metrics 

when examining the return patterns. The stock price returns are used to depict the market’s 

valuation of the takeover strategy while the accounting-based examinations look at the 

realized operational changes over the same period.  

The following steps should be taken to evaluate performance in an event study: i) decide 

performance measure, ii) model expected performance, iii) decide estimation technique and 

iv) select an appropriate test to prove the study’s validity (Khotari, 2006). 

The value created from an acquisition, if any, ought to be reflected in both the demand for the 

acquiring company’s stock as well as in the increased demand for the firm's output. The first 

effect shows in the company’s stock prices while the other one will been seen as a change in 

the firm’s operating performance. By including stock returns only a study might risk 

momentum bias. The possibility that the subsequent stock returns are a consequence of prior 

growth rates makes it difficult to link stock returns to the acquisition strategy examined. 

Therefore, to capture the effects of the acquisitions it is necessary to study both the market’s 

response and the accounting returns (Kusewitt, 1985; Bouwman, Fuller and Nain, 2007; 

Carline, Scott, Yadav, 2009). 

Two performance metrics have been chosen to test the hypotheses and validate the findings. 

The Buy-and-Hold Abnormal Return (BHAR) and the accounting measure return on assets 

(ROA), both measures being more thoroughly defined in the following sections. BHAR and 

ROA complement each other in several important ways. Whereas BHAR reflects investors’ 

expectations, ROA can be considered to show the realized economic profits.  

 

3.5.3.1 Long-run share price performance 

The most popular estimator of long term abnormal returns is the buy-and-hold abnormal 

return measure (Mitchell and Stafford, 2000).  One reason for its popularity is that it, by its 

passive holding strategy, represents actual investment behavior. This is in sharp contrast to the 

continuously rebalancing approach, which corrects for many of the changes that are 

considered to even out on the long term (Barber and Lyon, 1996). BHAR therefore meets 

parts of the scope of this survey, which is to capture the value effects of investing in frequent 

acquirers over a longer calendar time period.  
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The BHAR measure aims at showing the economic difference between investing in firms 

experiencing a pre-specified event compared to investing in otherwise similar companies. The 

most common alternative, a rebalancing approach, cannot be considered a good proxy for how 

an investor’s buy-and-hold strategy would realistically look over a longer period (Mitchell 

and Stafford, 2000). For the long-term investor, a strategy of periodically buying and selling 

securities would mean excessive transaction costs; it further re-allocates resources from well-

performing to underperforming stocks each time the rebalancing is performed. As these value 

changes are assumed to even out over time, the long-term investor does not have to rebalance 

to that extent (Loughran and Vijh, 1997).  

This paper calculates the individual company’s return as the seven year holding period return 

(BHR), see equation 4. The BHR is later compare to the BHR of its matching firms. If a 

sample firm does not provide data over the entire period (e.g. because of delisting), the 

average BHR for the n period that returns are given for will be used and compare with the 

data on the same period for its benchmark firm (this in line with Kothari and Warner, 1997).  

 

The BHR of the individual firm is calculated as follows. 

BHR =       ,          ,         ,         (4) 

 

The average BHR is calculated as follows.  

BHR      = 1N BHR     (5) 
    

  

The potential issues using BHAR are several. To begin with, as the true asset-pricing model 

cannot be verified, the most obvious problem with BHAR is that of the bad model. This is 

also the most frequently laid out argument against the methodology in long-horizon tests. 

Moreover, the systematic errors that are due to imperfect return proxies might be compounded 

with longer horizons (Mitchell and Stafford (2000). 
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Furthermore, abnormal returns can vary cross-sectionally for several reasons. A major 

concern is the degree to which the event is anticipated, which differs by firm. However, in this 

sample, all companies are to some extent frequent acquirers and thus expected to engage in 

acquisitions. The anticipation effects that can bias the results are assumed to play a less vital 

role in this long term study of frequent acquirers.  

Finally, any conclusion based on the result of BHAR estimates relies on the assumption that 

the investigated firms differ from the benchmarks in one sense only: that they have chosen to 

engage in serial acquisitions. One way of adding robustness to the test is to investigate the 

relationship between the sample firm and its benchmark further by using operating 

performance metrics.   

3.5.3.2 Long-run accounting performance 

As a complement to the stock performance measure this paper also looks at the operating 

performance of the acquiring firm. The purpose is to examine to what extent the market’s 

appreciation of frequent acquirers is consistent with the firms’ long-run operating 

performance. The benefits of adding an accounting measure to an event study are numerous. 

Firstly, the development of financial ratios can provide useful information for analyzing long-

term productivity changes. Secondly, accounting measures have the potential to gauge 

realized economic benefits caused by a specific event. Stock price development, on the other 

hand, rather shows investors' expectations about future benefits, which are not necessarily the 

same as the actual benefits (Healy, Palepu and Ruback, 1997). A third reason for adding an 

accounting measure is simply to add robustness to the tests since long-run event studies suffer 

from several methodological difficulties as was previously discussed. The metric chosen must 

be able to be directly linked to an acquirer’s value creation however it also has to be as 

“straightforward” as possible to minimize interpretation issues. 

The issues related to the use of accounting measures in event studies are primarily due to the 

possibilities of manipulation and misinterpretation. It is important to bear in mind that 

accounting returns in relation to acquisitions are affected by both the method of payment and 

the company’s accounting method (Healy, Palepu, and Ruback, 1997). To begin with, the 

post-takeover measures of economic benefits from takeovers are affected by the assets 

employed in the transaction, why it is difficult to compare returns across time and across 

firms. Secondly, accounting performance measures are affected by accounting methods and 

financing issues. Finally, actual post-acquisition performance measures are inevitably affected 
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by certain unexpected economy- and industry wide factors that risk reducing the tests' 

validity.  

3.5.3.2.1 The choice of metric 

Assessing performance through performance ratios, can, if carefully constructed depict both 

the company’s profitability as well as its ability to generate economic. In previous studies on 

the value effects of acquisitions, return on assets (ROA) and return on investment (ROI) have 

been widely used as performance measures. ROIC is a common measure, however when 

including many different industries ROIC can be somewhat confusing. Finally, EPS is a 

widespread measure of financial performance, however it reveals very little about the true 

value generated as it can be easily manipulated (Berman, Knight and Case, 2006, page 151).  

 

In the case of estimating acquisition performance, the applied performance measured must be 

able to show synergies and operating efficiency gains caused by the transaction (Carline, Linn 

and Yadav, 2009). Today, most studies analyzing operational efficiency changes focus on the 

development of operating income (Barber and Lyon, 1996). This paper follows a 

methodology applied in several recent studies and defines operating income as earnings 

before interest, taxes, depreciation and amortization (EBITDA) (see for example Ghosh, 

2001, Barber and Lyon, 1996, Bouwman, Fuller and Nain, 2007 and Carline, Linn and Yadav, 

2009).   

 

EBITDA is chosen for the following reasons. Operating income leaves out interest expenses, 

taxes and minority interests, which, if taken into account, can completely alter the picture and 

bias the result. As acquisitions most likely will cause changes in the firm’s capital structure, 

the metric chosen should provide as picture of the productivity as possible in order to enable a 

good comparison between acquiring and non-acquiring firms. Moreover, in the case of an 

acquisition, EBITDA will not be influenced by the method of payment, nor is it affected by 

the accounting method applied (e.g. purchasing method vs. pooling of interests) (Healy, 

Palepu and Ruback, 1997). EBITDA is further applied as main operating performance 

measure in both Loughran and Ritter’s (1997) study and in the work of Barber and Lyon 

(1996).  

 

To make the performance measure comparable across companies it is necessary to scale it. In 

this case the denominator will be represented by the book value of total assets. The ratio will 
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henceforth be referred to as return on assets or simply ROA. Return on assets reflects the 

amount of cash flow that is generated by the assets in place and shows how efficiently the 

company is converting its assets into earnings. The optimal solution would be to scale 

operating income at timet by assets in place at timet. This is however not possible as the 

income statement normally does not offer the value of assets at every point in time. The best 

feasible solution, and also the most commonly used method, is to divide operating income by 

the book value of total assets at the end of each period, which is also in line with the work of 

Kusewitt, (1985), Barber and Lyon (1996) and Loughran and Ritter (1997), among others. 

The calculation of ROA follows the one used by Barber and Lyon (1996): 

   =                                       (6) 

 

The issues with using ROA as an estimator of performance are misinterpretation and 

differences in accounting methods. Moreover, for an investor, there are substantial issues with 

looking at cash flow return on assets. A rapidly expanding firm can be well-performing but 

still report week results (Loughran and Ritter, 1997). One way of mitigating the skewness of 

accounting ratios is to include not only average values but also median values in the analysis 

as is recommended by Loughran and Ritter (1997).  

 

Further issues relating to judging the performance of serial acquirers: 

Schipper and Thompson (1983) and Malatesta and Thompson (1985) both argue that the 

market reaction at the start of an acquisition program capitalize the anticipated wealth effects 

of the whole program, not just that of the current single acquisition (they further argue that the 

program is infinite). Hence, market reactions to subsequent deal announcements rather 

constitute revisions of the initial anticipation and will only be affected by additional 

information, if any. Their theory does not suggest any particular trend in the observed returns 

(other than that the return for the first deal should be larger as it includes more information.) 

The anticipation effect is highly relevant for modeling returns but must be seen as less 

relevant for making conclusions about the learning effects of frequent acquisitions. 

3.6 Estimation techniques 
This survey uses cross-sectional data with the time-dimension included in the return measure 

as a basis for the performance study. The performance is examined in both a univariate model 
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and a multivariate regression in which the explanatory variables are allowed to interact. The 

results are presented in chapter four. 

 

3.6.1 Univariate analysis 

Univariate analyses can be used to separately examine an individual variable’s effect on the 

dependent variable. By calculating the mean values of a specific variable, the univariate 

analysis investigates the existence of differences in mean values between two groups. A t -

statistic on the mean values is performed to determine whether the differences in means are 

statistically different from zero. If the goal is to decide whether the mean values are either 

above, or below, zero, two-tailed t-tests must be performed. To reject the null hypothesis on 

equal means, at 95% confidence, the p-values need to be less than, or equal to 0.05. If the 

calculated p-value is below the threshold chosen for statistical significance (often 0.10, 0.05, 

or 0.01), the null hypothesis,    is rejected in favor of the alternative hypothesis,   .    

states that the mean values of the two groups are statistically significant different from zero 

(Damodar and Gujarati, 2003) 

  :   =         (7) 

  :   ≠         (8) 

This study intends to examine whether the returns of a frequent acquirer, represented by the 

seven-year BHR and the seven-year change in ROA, differ from the mean values of a non-

frequent acquirer. To meet this purpose, univariate analyses hypothesizing equal means, are 

made between the two groups’ means.  Should no differences be found, it is a first indication 

of the fact that frequent acquirers cannot generate abnormal returns. In this paper, univariate 

analyses are also used to depict the specific characteristic of the sample firms. Within-group 

tests are performed to see whether or not there is a difference in the drivers of i) stock market 

performance and ii) the cash flow return on assets. See section 4.1 for the result of the 

univariate analyses.  

 

The univariate analyses assume that the dependent variable is influenced by one factor alone, 

however in most situations this is not enough to model a relationship accurately. A 

multivariate analysis is conducted to detect further factors that contribute to the abnormal 



Applying learning to the case of multiple acquisitions 
Emelie Perckwall  

 

54 
 

returns. By construction, the multivariate analysis should better resemble the real world 

effects of making many acquisitions.  

3.6.2 Multivariate analysis 

The multivariate analysis addresses the same basic issue as the univariate although it includes 

more variables at a time. It shows the effects of changing one variable while holding the 

values of the other factors fixed (Damodar and Gujarati, 2003). In this paper it is also of 

interest to examine the interaction of the variables and their combined effect on the dependent 

variable. This is obtained by including the product term of the two variables of interest 

(included in a model that also includes the two variables separately).  

3.6.2.1 Regression analysis 

The contribution of a regression analysis is to examine whether it is possible to predict the 

average value of one variable based on known values of other variables. Regression analysis 

is a proper method when the goal is to find out how the value of the dependent variable, in 

this case the abnormal return, varies with given values on one or several other variables 

(Damodar and Gujarati, 2003, page 37). By providing many values of the explanatory 

variables, a pattern or a trend on the behavior of Y can be depicted. Applied to this case, the 

purpose of the regression analysis is to be able to draw valid inferences about the return 

patterns and its sources of frequent acquirers.  

 

The true value for the entire population, as measured by the population regression function 

(PRF), cannot be observed exactly why it is necessary to make an estimation of the actual 

situation. The sample regression function, the SRF, is one way to model the true values 

(Damodar and Gujarati, 2003, page 47). The two functions are outlined below: 

    :       =    +      +        (9)    :      =     +       +          (10) 

                          :   =     +        +        +         (11) 

 

The betas represent the partial slope coefficients, that is, they are meant to measure the change 

in the mean value of the dependent variable, Y, for any given value of X. While β0 is the 

intercept, β1, shows the change in the mean value for a unit change in X1 holding X2 constant 
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(Damodar and Gujarati, 2003, page 202). The objective is to find estimates of beta that are as 

close to its true value as possible. There are several methods for this, the method of ordinary 

least squares (OLS) is one of the most applied ones (Damodar and Gujarati, 2003, page 59).  

 

3.6.2.1.1 Ordinary least squares 

Because of its attractive features making it a powerful method of estimation, OLS is one of 

the most commonly used methods in regression analysis (Damodar and Gujarati, 2003, page 

59). The basic idea is to minimize the squared residuals5.Symbolically, the OLS function 

looks like this: 

 min ∑    =  ∑(  −   +        +        +    )2       (12) 

 

3.6.2.1.2 Assumptions 

In this study, the dependent variable (the abnormal return) is supposed to be random, or 

stochastic, whereas the explanatory variables (the number of takeovers, historical number of 

events, the standard deviation and the management tenure) are assumed to be fixed, meaning 

that they are fixed if constructing repeated samples (Damodar and Gujarati, 2003, page 23).  

 

Classical econometric methodologies further assume that the model chosen is correctly 

specified. This is the cornerstone of any econometric analysis and highly important for the 

validity of the interpretation of the results (Damodar and Gujarati, 2004).  

 

3.6.2.1.3 Product term regression model   

To identify possible interactions between the explanatory variables and to observe how these 

can moderate the mean values of the dependent variable, the previously explained regression 

framework was extended to include product terms of the explanatory variables. The idea is to 

examine how one variable, let us say acquisition experience, moderates the relationship 

between another variable, for example acquisition variance, and the dependent variable, the 

abnormal returns. By this, it is possible to get closer to the real-world relationships that often 

are more complex than what is shown in the basic multivariate regression model. In this case, 

                                                
5 OLS helps in that, for a given data set, it chooses betas values,   , so that ∑     is minimized. 
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it is especially interesting to see what factors can affect the learning in the acquisition 

situation (Kleinbaum, Kupper, and Muller, 2007, page 194).    =     +       +       +          +            (13) 

 

3.6.3 Testing the data 

Kothari and Warner (2006) argue that the success of any econometric study depends on the 

quality of the collected data. To assure quality and to control for trends in the spreads, which 

could potentially cause problems of heteroscedasity, the sample was searched for outliers as 

these could bias the results (Damodar and Gujarati, 2003, page 69). Two outliers that could 

risk influencing the results were found in the EBITDA/sales comparisons. These two values 

were excluded from the analysis.  

 
Multicollinearity, defined as too high inter-correlations among independent variables, can 

cause problems of inference. With high inter-correlations in a sample it may be difficult to 

make good estimates on the value of the correlated variables (Damodar and Gujarati, 2003). If 

individual correlations are higher than 0.75 (some researchers raise the limit to above 0.90) 

there may a case of multicollinearity.  

 

To test for multicollinearity, a test of correlations was performed, which showed that there is 

low correlation between all variables except for the variables Acquisition rate and Acquisition 

variance that appeared to be interrelated, see correlation matrix in appendix 3. Despite its 

negative contribution to the test, this finding actually yields new insights to the topic. It is 

quite intuitive that these two variables are correlated as the most frequent acquirers also are 

the ones that tend to make many acquisitions during short time periods. To avoid problems of 

inference, the parallel use of the two variables are limited. An alternative solution could have 

been to exclude one of the variables from the tests. However both variables bring their own 

useful contributions to the models. Acquisition rate shows the takeover intensity while the 

variability says something about the time pattern and predictability of the events (Damodar 

and Gujarati, 2003).   
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4 Analysis and test results 

4.1 Univariate analyses 
The univariate analysis is the first step in the empirical investigation. The step is crucial for 

identifying return patterns and for providing hints on what to test in the multivariate analysis. 

Appendix 4 includes the underlying calculations, which also serves as basis for the analysis.  

4.1.1 The stock performance of the frequent acquirers  

For the individual firm, the BHAR measure is calculated as follows: 
 BHAR = BHR − BHR                (14)      

The average BHAR is calculated as follows:  
 BHAR        = 1N  BHAR            (15) 

    

 

Figure 7 compares the development of stock prices for the frequent acquirers and their 

benchmarks. The table shows both the individual buy-and-hold returns as well as the 

abnormal return measure, the BHAR. A clear trend is visible: over the seven year period, the 

frequent acquirers are, on average, more appreciated by the market than their peer firms. The 

seven-year BHR for the acquiring firms was +193 percent. The same return for the non-

acquiring firms was +93 percent, which translates into an average buy-and-hold abnormal 

return of 114 percent. However, the variation around the mean is higher among the frequent 

acquirers, indicating that there might be other characteristics that make the market’s valuation 

fluctuate. These will be further examined in the multivariate analysis.   

 

Figure 7 -  Market’s appreciation of frequent acquirers 

Stock performance relative to benchmarks  

Frequent 
acquirers 

Benchmark 
firms 

Frequent –
Benchmarks 

BHR BHR BHAR 
Period 2004-2010 2004-2010 2004-2010 
Average 193% 79% 114% 
Median 165% 71% 114% 
St dev 1,84 1,34 2,10 
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The univariate analyses of the long-term stock returns supports the primary hypothesis 

arguing that frequent acquirers enjoy higher returns than non-frequent acquirers. The t-test 

generates significant p-values on the difference in means between the groups (p-value 0.004 

two tail), see appendix 5 for the complete t-test.    

 

If frequent acquirers are on a learning curve, there should be variations in the returns also 

within the sample as it includes some very extreme acquirers. To test for such discrepancies, 

the sample firms were partioned in two sub-groups according to their acquisition frequency: 

the most frequent (> 9 deals) and the least frequent acquirers (≤ 9 deals). T-tests on 

differences in means showed no statistical differences (p-value 0.65 two tail). See appendix 6 

for the complete t-test on the within-group differences.  

 

The same result is obtained when comparing the average level of returns within the group. 

Here, the mean returns are about the same, no matter the frequency of acquisitions. This result 

could be an indication of an inverted U-shaped relationship between acquisition rate and 

performance, as was suggested by the learning theory. It could also be an indication of 

organizational indigestion and/or organizational forgetting if the most active acquirers are also 

those with a high variance in their acquisition behavior, which makes clear that they cannot 

absorb all relevant experience and translate it into knowledge.  

 

4.1.2 The operating performance of the frequent acquirers  

In relation to the stock price performance, the operating performance measures offer a much 

more Because of skewness in the reporting of accounting measures and to avoid extreme 

values caused by single firms, median values are reported in addition to the average values, 

this is also the method used by Barber and Lyon (1996), Loughran and Ritter (1997) and 

Ghosh, 2001.   

4.1.2.1 Operational performance within the group – univariate analysis 

For the individual firm, i, the change in ROA is calculated as follows: 

 Δ ROA = ROA ,   − ROA ,       (16) 
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The average change in ROA is calculated as follows: 

ROA      =   ∑ ∆ROA          (17) 

 

To investigate whether there are differences in i) the level and ii) in the development of ROA 

within the group of frequent acquirers the sample was divided in two sub-groups: the most 

active acquirers (>9 acquisitions), and the least active acquirers (≤9 acquisitions). As in the 

case of stock returns, no documented difference in the level of ROA was found, implying that 

the average ROA in the sample is the same whether it concerns a frequent acquirer or a less 

frequent acquirer. This suggests that the within-group frequency differences are consequences 

of differences in firm size. Also when looking at the change in ROA over time, no differences 

were found within the group. Within the sample group, the average change in ROA +1.67 

percent and the median value change was + 0.9 percent for the seven-year period.  

4.1.2.2 Operational performance relative to matched firms – univariate analysis 

The abnormal change in the acquiring companies’ return on assets, shown in the AROA 

measure, is calculated by comparing the average ROA changes between the sample group and 

its benchmarks. 

 AROA    ,         = Δ ROA    ,         − ΔROA  ,              (18) 

 

In 2003, the average difference in ROA between the frequent acquirers and their benchmarks 

was 0 percent, which is a direct effect of the matching approach. In 2010, the difference had 

increased to 4 percent. The average increase in ROA for the frequent acquirers was 2 percent 

(1 percent in median values). For the benchmarks, the “within-group” change was reported 

negative both in mean and in median values: -3 percent and – 4 percent respectively. Thus, 

the frequent acquirers’ abnormal change in ROA (i.e. the value change of frequent acquirers 

excess that of their benchmark firms) was +4.percent (with a median value of +7 percent), see 

appendix 7 for the full table on cash flow returns. The results indicate that the investigated 

companies managed to substantially increase operational efficiency in relation to their peers. 

The abnormal change can be seen as substantial as the paper is matching partly on pre-event 

operational performance. By performing a t-test on the mean values of the ROA changes, 

further support is given to the argument (p-values two-tailed. 00252), see appendix 8.  
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The ROA measure supports the evidence from the stock market results and contains 

information about differences in the performance patterns between the frequent acquirers and 

their peers. To better understand the sources of the differences, some further characteristics of 

the acquirers will be described.   

 

4.1.2.3 Firm characteristics behind the ROA increase between groups 

This section explores factors related to the acquiring firms’ operational improvements 

(illustrated in figure 8). First, the companies’ cash flows are decomposed into operational 

margin and gross margin. To make clear whether the improvements in operating performance 

are either sales- or cost-driven, two measures of growth are analyzed further: the sales growth, 

and the change in the rate at which the firm is investing, represented by the change in capital 

expenditures. In the EBITDA/sales comparison, two outliers are excluded as their results are 

so far off the scale that they otherwise will skew the analysis (an approach also performed by 

Barber and Lyon 1996).   

 

As post-acquisition changes in the total value of assets can bias the ROA measure (e.g. due to 

share price decreases), this paper follows the recommendations of Ghosh (2001) and 

complements ROA with an examination of the development in the EBITDA-margin. By 

scaling EBITDA with sales, the potential asset bias is avoided. In this case, the results give 

further support to the evidence stating that the operational efficiency has increased more with 

the acquiring firms than with their benchmarks.  A t-test on the differences in means of the 

EBITDA-margins generates significant positive values of the differences in means (p-value 

0.0035, two-tail).  When including another profitability measure, the gross profit margin, no 

difference in means is shown, which indicates that the efficiency gains come from costs 

savings related to operating expenses such as salaries, accounting fees, advertising etc. This is 

a further indication of the fact that mergers enable cost synergies.  
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Figure 8 – Firm characteristics behind the ROA increase between groups 

Change in operating performance relative to matched firms  
              

Abnormal 
change* Financial information on the performance of frequent acquirers 

Key ratio 
 

2003 2010 
Δ 2010-

2003 
 

Δ freq- Δ bm 

              
ROA Average 11,8% 13,6% 1,8%   4,7% 
  Median 12,1% 13,4% 1,3%   7,0% 
    

   
    

Gross margin % Average 36,1% 41,3% 5,2%   -0,2% 
  Median 32,8% 36,5% 3,7%   0,1% 
    

   
    

EBITDA margin % Average 12,6% 17,1% 4,4%   5,6% 
  Median 12,3% 16,0% 3,7%   3,9% 
    

   
    

Leverage Average 27,5% 9,4% -18,1%   -8,2% 
  Median 16,2% 13,0% -3,2%   0,0% 
    

   
    

Capex /sales Average 6,2% 2,6% -3,6%   -6,3% 
  Median 3,4% 2,5% -1,0%   -6,0% 
              

       
 

* Abnormal change = Δ (2010-2003 freq)- Δ (2010-2003 bm) 
 

The abovementioned results make it interesting to look at the rate of CAPEX and at the same 

time compare it to the development of the EBITDA-margin. CAPEX as a percentage of sales 

is larger with the non-acquiring firm, which is natural as it only represents the non-acquiring 

firms’ growth strategy. What is interesting, however, is how this number develops over time. 

In both samples the CAPEX-ratio is decreasing during the period, from an average of 6 

percent to 2 percent with the acquiring firms and from 10 percent to 6 percent with the non-

acquiring.  

 

When comparing the average sales growth of the frequent acquirers to the ones of their peers, 

no statistical difference is found, which is in line with the results of Ghosh (2001).  This is a 

first indication of the fact that the ROA improvements have their origins in increased 

operating efficiencies, please refer to appendix 2 for a table on the yearly sales growth. A 

second indication of cost-driven performance is the relative development of the operating 

margins, which have improved more for the acquirers than for the benchmarks, while the 

gross margin has stayed the same over the holding period. By adding these results together, 
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one can conclude that the investment strategy of the frequent acquirers generates more profit 

per unit of invested money.  

4.1.3 Relation between market and accounting-based performance 
Operational efficiency is a crucial element in determining a firm’s ability to pay dividend. 

Hence, in assuming that investors are at least partially rational and aware of this fact, changes 

in the operational efficiency ought to also be reflected in the share price. Discrepancies in the 

magnitude of changes may be due to either accounting biases or to the fact that accounting 

measures to a greater extent reflects realized improvements (while stock prices also reflect 

beliefs about future enhancements).  

 

The descriptive section shows that, on average, frequent acquirers outperform their peers. The 

length of the event window indicates that the anomaly is persistent and stable across time, an 

argument supported by both the long term stock returns and the operating performance. Thus, 

investors seem to interpret the multiple acquisition strategy as a signal on higher future firm 

value that is not yet reflected in the financial reports. The evidence thus far seem to indicate 

that the strategy of growing by means of acquisitions results in more rewarding uses of the 

firms’ assets than does a strategy of growing by other means. However, the univariate 

analysis does not reveal anything about the sources of the superior performances. Nor does it 

say anything about the effects of learning in relation to acquisition making. To further explore 

this, and to examine how the factors recognized as important in the theoretical section, can 

contribute to the returns patterns of these companies. For this, a regression analysis must be 

made. 

4.2 Multivariate analysis  
The multivariate regression model is an extension of the univariate analysis. It is a necessary 

extension in that it determines how, if at all, the detected abnormal return can be explained by 

factors related to experience and/or learning effects.  

In the real world, there is not only one, but many, variables affecting performance. Moreover, 

these variables are most likely dependent on one another. The theory suggests that several of 

these variables are interlinked (e.g. the effect of acquisition experience on performance might 

be influenced by the variability of the acquisition rate). To better depict the actual 

relationships, a product term regression analysis is conducted. The regression framework and 
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the models used are the same for both the stock return and the accounting performance 

measures. 

4.2.1 The dependent variable 

In the regression analysis, abnormal performance is measured by:  

 

► Abnormal stock returns calculated as the seven-year buy-and-hold-abnormal return 

► The abnormal development of ROA (AROA), defined as the difference in the 

average cash flow return between the frequent acquirers and the benchmarks.   

 

4.2.2 Explanatory variables 

This paper uses four explanatory variables, each of which has been proposed by the theory as 

a determinant factor in the performance of acquisitions and in the learning processes of 

acquisition making. The main explanatory variable to matter for this study is acquisition 

frequency, measured as the yearly averages number of acquisitions carried out during the 

investigated time period, which is also the approach chosen by both Kusewitt (1985) and 

Laamanen and Keil (2008). This number is a proxy for the possibilities to learn from deal to 

deal.  Its contribution is further hypothesized to provide insights about the value effects of an 

intensive acquisition strategy.   =                       

 

The timing of deals is hypothesized to matter for the ability to digest experiences and develop 

useful knowledge. A stable rate of acquisitions adds predictability to the overall firm strategy, 

which in turn help managers plan for the allocation of resources. As such, this paper expects 

high acquisition variability to negatively impact the performance patterns of frequent 

acquirers. Following Laamanen and Keil (2008), acquisition variability is determined as the 

standard deviation of the yearly number of acquisitions carried out during the focal period.  

   =                         

 
It is difficult to quantitatively assess capabilities as this is a highly subjective measure. In line 

with the work of Laamanen and Keil (2008), this paper chooses acquisition experience as a 

proxy for acquisition capabilities. Experience, in turn, is defined as the number of acquisitions 
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carried out during the five-year period before the event window, henceforth referred to as the 

non-focal period, see fig 3. The non-focal period needs to be long enough to allow for 

acquisition capabilities to develop, but short enough to argue that the number of historical 

acquisitions could say something about the ability to create abnormal returns during the focal 

period. Moreover, because of corporate forgetting (see e.g. Hayward, 2002), a longer period 

would make it difficult to argue that historical deals were influencing the deals current deals. 

To obtain valid data on the acquisition history, company press releases and annual reports 

were searched through in order to register the correct amount of deals.  

   =                        

 

Lastly the quality of the management, and in particular the amount knowledge that resides 

with the CEO, was hypothesized to drive part of the performance of frequent acquirers. To 

proxy for the management’s experience and contribution to the acquisition capabilities, 

management tenure was selected as an explanatory variable. Management tenure is measured 

as the average time that the CEOs (involved in the acquisitions carried out during the focal) 

period has stayed with the firm. 

   =                   

4.2.3 Control variables   

Frequently used control variables in studies on M&A performance are firm size, industry, 

profitability and method of payment. All of the above stated factors except method of 

payment are controlled for in the research design as this paper matches on size, industry and 

pre-event performance. Hence, controlling for size and industry would not increase the 

explanatory power of the tests; it would rather cause problems of inference as the degrees of 

freedom would decrease. As the study focus on the long-term effect of frequent acquisitions, 

where the individual deals are considered to be part of a greater plan, including a variable on 

payment method is not assumed to add value to the insights on acquisition frequency. 

 

4.2.4 The models 

Following this paper’s five hypotheses, models on acquisition behavior in relation to learning 

and previous acquisition experience have been created and examined. The tests build upon the 
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models in the survey on frequent acquirers by Laamanen and Keil (2008), upon which this 

paper is based. The contribution of this survey is to test each model by using both stock price 

abnormal return (BHAR) and abnormal change in ROA (AROA) as dependent variable. This 

inclusion is considered to add more insights on the value sources as well as it provides further 

robustness to the tests. Moreover, variables on the importance of the management have been 

included to further extend the research scope of Laamanen and Keil (2008). 

4.2.4.1 Models with BHAR as the dependent variable  

Performed, but not shown in the tables, are regressions on the abnormal stock market returns 

(BHAR). The models generated the same magnitude of intercepts and coefficients as did the 

regressions based on the ROA-measure, however without generating any significant p-values 

(see section 4.2.4.2). Not even after excluding some of the more extreme did the explanatory 

power increase.  

The average abnormal return of the frequent acquirers relative to their peers was 114% for the 

period, making it clear that the low explanatory power does not come from weak abnormal 

values. In this case, it is more likely that the low power has its origin in the sample’s large 

spread of means, more on this in section 5.1.2.  

 

4.2.4.2 Models with AROA as the dependent variable 

4.2.4.2.1 One-variable regressions with AROA as the dependent variable 

Figure 9 contains the results from the regressions with AROA as dependent variable. Models 

Ia-Id examine the separate relationship between each explanatory variable and AROA. All 

variables except management tenure exhibit negative relationships with the dependent 

variable, however none of the coefficients are proven significant. The intercepts of model Ia 

and Ic (acquisition rate and acquisition experience) are both significant and shows positive 

intercepts of between 6 and 8 percent. As in the study by Laamanen and Keil (2008), the R 

square of the two-variable regressions is limited to around two percent.  
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Figure 9 – One variable regressions 

 

4.2.4.2.2 Multivariate models with AROA as the dependent variable 

Models II-V show the result of the multivariate analyses with AROA as the dependent 

variable. Model II include the explanatory variables acquisition rate, experience and the 

product term of acquisition rate and experience. The model shows significant negative effects 

of both variables, however when adding the product term, a positive moderating effect 

appears. The model suggests that the more previous acquisition experience a firm has, the less 

negative will the effect of a high acquisition rate be. Important to note is that the moderating 

effect is not large enough to offset the initial negative effect. The model’s R square is 0.16. 

The F-values, which show the predicative capacity of the model as a whole, are to be 

considered low, which indicates that the performance of frequent acquirers cannot be 

predicted by merely looking at variables related to learning (which is further out of scope for 

this thesis).         :       =    +                   +             +    (                 x           ) +     
 

Model III includes acquisition experience, variance and the product term of variance and 

experience. As in Model II, the model shows significant negative effects of acquisition 

variance. However, opposed to what was hypothesized, also acquisition experience seems to 

have a direct negative and significant impact on performance. This can indicate two things: 

First, as experience has proven to be correlated with acquisition variance, the negative 

influence of acquisition experience can be an effect of either organizational indigestion or 

     Model Ia Model Ib          Model Ic      Model Id

Acquisition rate Acquisition variability Experience CEO tenure
R square 0,98% 0,82% 2,57% 0,62%
Intercept   0,0619* 0,0677      0,0759** 0,0375
p-value 0,0635 0,1291 0,0447 0,2220

C oefficient -0,0069 -0,0117 -0,0023 0,0011
p-value 0,5717 0,6052 0,3574 0,6530

Regressions with one variable

*/**/*** denote significance at the 10, 5 and 1% level respect ively
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diseconomies. The negative effects can further be a sign that performance does not increase 

with the previous number of deals. This finding indicates that learning from acquisitions is a 

difficult task. In support of the learning hypothesis, Model III shows that experience 

moderates the negative effect of a high variance indicating that companies with greater 

acquisition experience can better handle periods of high (or low) acquisition intensity. The R 

square is 0.17 for this model.           :     =     +               +                +        (                     ) +     
 

Model IV includes additional variables and carries an R square of 0.29. The model includes 

acquisition experience, acquisition variance, and the product term of experience and 

variance. Moreover, to examine the impact of experienced managers, the variable 

management tenure and two additional product terms were added: the product term of tenure 

and variance and the product term of tenure and experience. The results indicate that a high 

tenure has a significant positive impact on the performance of serial acquirers. It further 

shows that an irregular takeover pattern (translated into a high variance) reduces the positive 

effects of management tenure. Moreover, Model IV shows (as did Model III) that firms with 

more acquisition experience can better handle a high variability as the product term of 

experience and variance is significantly positive. Finally, the model shows that an 

experienced manager having engaged in many previous acquisitions with the focal firm 

reduces operational efficiency. This result may be an indication of managerial herding (or that 

too many years with the same CEO causes a non-dynamic environment). However, the last 

finding is not statistically significant.          :      =    +             +           +    (           x         )+                    +   (                            )+    (                              ) +     
 

To make clear the relationship between management tenure and acquisition frequency, an 

additional model that includes acquisition rate, management tenure and the product term of 

the two was constructed, labeled Model V (R square 0.19). This model shows that the product 
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term of management tenure and acquisition rate is negative, which supports the finding that a 

high acquisition rate will reduce the positive impact of an experienced manager. An 

alternative interpretation is that a long-lasting manager who undergoes many acquisitions 

reduces operational efficiency. This statement supports the hubris theory and the managerial 

herding arguments. This model gives further support to the managerial herding hypothesis but 

also partial support to the idea that capabilities are best grown best in an environment where 

the firm is allowed to constantly renew its corporate identity. It might be so that unusually 

long-lasting managers are an indication of a non-dynamic environment. Model V is 

interesting also in another aspect. It is the only model showing a significant positive impact of 

acquisition rate on performance. Model V implies that, a firm with a manager that performs 

many acquisitions manages to increase operational efficiency, however only up to a certain 

point as a too high acquisition rate will eliminate the positive effect of the CEO.  

        :      =    +                   +                    +   (                                    +     
 

In summary, the multivariate models using AROA as dependent variable indicate that 

acquisition rate, acquisition experience and acquisition variance affect the operational 

efficiency in a negative way. However, the inclusions of product terms show that the 

relationships are moderated by both experience and management tenure.  
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Figure 10 – Multivariate regressions 

 

ROA
R square
Intercept
p-value
Significance F

Variables
Acq rate

Coefficient

p-value

Acq variance

Coefficient

p-value

Acq experience

Coefficient

p-value

CEO tenure

Coefficient

p-value

Experience x Rate

Coefficient

p-value

Experience x Variance

Coefficient

p-value

Tenure x Variance

Coefficient

p-value

Experience x Tenure
Coefficient
p-value

Rate x Tenure

Coefficient

p-value
*/**/*** denote significance at the 10, 5 and 1% level respectively

0,1847 0,2524 0,0284 -0,0674

0,08800,11040,12490,1452

X**

X*

X

-0,0131

0,1327

-0,0167

0,0242

Model IIIModel II
0,1574 0,1667 0,2928

X**

X*

-0,1000

0,0356

0,0398

0,6385

0,0157

0,0180

X** X**

X

X

X**

X*

X**

X*

Multivariate regressions

Model VModel IV

0,0054 0,0064 0,8298 0,2877

-0,0511

0,0438

0,0602

0,0518

0,1877

-0,0102

0,0380

0,0226

0,0342

0,0030

X*

0,0368

0,0073

0,0302

0,0058

0,0758

X**

0,0170

-0,0140

0,0766

-0,0002
0,7417

-0,0086
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5 Analysis of the findings 
Chapter five discusses the findings of the analyses performed in chapter four. It discusses the 

causes and the implications as well as alternative explanations. It ends with a discussion about 

the validity of the data.  

5.1 What do the return patterns of frequent acquirers indicate? 
The empirical findings show that frequent acquirers enjoy long term superior performance, 

however an increase in the acquisition rate does not seem to significantly add to these value 

effects. The results give partial support to the learning hypotheses arguing that experience 

enhances quality of the output. However, they also indicate that the relationship between 

acquisition rate and superior returns is rather complex. A main finding is that the temporal 

distribution of deals has a great impact on performance. Also the characteristics of the CEO 

are found to affect the outcome. As such, one cannot simply say that frequent acquirers are on 

a constant learning curve. Instead, one has to look closer at the ways in which these acquirers 

carry out their acquisition strategy. The result supports the agency theory arguing that too 

many acquisitions can be a sign of managerial herding or hubris, which have been recognized 

as value reducing effects. 

5.1.1 Univariate  

The univariate analyses present clear evidence that frequent acquirers enjoy higher returns 

and improve operational efficiency more than their non-acquiring peers. Even though it is 

difficult to say with certainty that the abnormal values have their origin in the acquisition 

strategy examined, and even though much of the tests’ power lies in the choice of 

benchmarks, it is obvious that the investigated firms have chosen a rewarding growth strategy. 

The fact that the same result is obtained using both stock market returns and operational 

metrics further strengthens this finding and adds robustness to the tests.  

 

Examining the descriptive data presented in chapter three, similar conclusions can be made. It 

is showed that the efficiency improvements have their origin in cost savings, which are 

mainly due to reductions in operational expenses. According to the neoclassical theories, such 

economies are a common rationale behind mergers, and one of the most difficult to obtain. 

The findings from this survey imply that mergers create value and that long term synergies are 

attainable.  
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When making conclusions on operational efficiency gains, it is important to consider the 

firms’ debt levels in order to secure that profits are not simply consequences of new debt. In 

this case, the investigated firms saw their leverage decrease during the period, making it clear 

that profits are not driven by financial leverage. The multivariate analysis build on these 

findings and further evaluates the relationship between acquisition frequency and the 

efficiency gains.  

 

5.1.2 Multivariate analysis 

The models with BHAR (i.e. stock returns) as the dependent variable failed to explain the 

abnormal returns of the frequent acquirers. It is thus likely that the market’s appreciation of 

the frequent acquirers depends on factors not directly related to acquisition frequency and/or 

learning. It might be so that the anticipation effects come into play here. Moreover, as the 

degree to which the events are anticipated differ among the firms, the stock return patterns do 

not produce the same clear signals about value increases as do the operational returns, which 

showed clear realized improvements. The variation of the stock returns further indicate that 

the frequent acquirers send signals about expected returns that are interpreted differently 

among the investors. 

As stated in chapter three, the power to statistically determine abnormal returns is much lower 

in samples including high variances and falls further with the horizon’s length (Kothari and 

Warner, 2006). Because of the low power of the tests including stock returns, this paper turns 

to the ROA measure to make inferences about the sources of abnormal returns obtained in the 

univariate analyses. 

 

5.1.2.1 Analysis on the relationship between acquisition frequency, learning and 

abnormal returns- using ROA as dependent variable 

 

Acquisition frequency 

An increase in the acquisition rate had negative effects on both share price performance and 

operational efficiency. However, when including the variables management tenure, 

acquisition rate and the moderating term of the two, acquisition rate turned out to have a 
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significant positive impact on performance. This could indicate that a great deal of the 

acquisition making capabilities resides with the company’s management.  

 

A problem with the inferences from the coefficients of the acquisition rate variable is its 

correlation with acquisition variance, which has a substantial negative effect on performance. 

By looking at the data set it is clear that the most frequent acquirers during the investigated 

period are also the ones with the most clustered deal sequences (i.e. highest variance). As 

such, the variable acquisition rate actually reveals more about the effects of a high variance 

and might not be a good proxy for the learning effects and a firm’s ability to develop 

acquisition making capabilities. The finding is valuable as it shows that the most frequent 

acquirers are also the ones who tend to execute their acquisition strategy in clustered 

sequences. Clustering has a proven negative effect on the learning potential and on the later 

company performance. 

 

To make valid inferences about learning it is necessary to directly examine the variables 

acquisition experience and acquisition variance. 

 

Acquisition experience  

As the term experience adds more to the explanations of returns than the yearly acquisition 

rate, it is clear that acquisition experience is a better proxy for the ability to develop 

acquisition making capabilities. The variable acquisition experience has a somewhat negative 

impact on performance (however much smaller than e.g. variance), which could be a lagged 

effect of previous acquisition behavior and/or periods of high acquisition variability. By 

adding acquisition experience as a moderating term, the models show that the frequent 

acquirers better handle a higher variability in their acquisition behavior. This result is of great 

importance during periods of intense acquisition activity such as merger waves but also 

during periods of low activity where the less active acquirers risk losing their capabilities. 

Hence, the tests provide evidence to the argument that practice matter and that prior related 

experience can create capabilities to better handle various sorts of takeovers. Over time, these 

capabilities add to the firm’s set of intangible resources, which are both hard to imitate and 

sustainable.  
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Acquisition variability 

Model III is perhaps the most interesting model in that it provide clear support to the 

hypotheses about the negative effects of an irregular acquisition pace (the same result was 

obtained  in further models that were tested but not shown in the paper). It is an important 

finding in that it supports the idea of acquirers being on a learning curve. To best be able to 

develop acquisition capabilities, management must be given enough time to handle each deal, 

from targeting to negotiating and structuring the deal, all the way through the integration 

phase. A stable acquisition rate also gives time to plan subsequent takeovers. Moreover, if the 

organization is given enough time to codify and store experiences, prior related knowledge 

will not only reduce the time it takes to repeat the processes but also increase the company’s 

ability to identify and make efficient use of new knowledge. In support of Hayward’s (2002) 

core arguments, this survey finds that firms with low acquisition variability perform better 

and thus have greater possibilities to take on an adaptive behavior, which is very much sought 

for today.  

 

According to the learning theories, a stable acquisition rate adds predictability to the firm’s 

growth strategy, which is important for the motivation behind the employees’ decision to 

generate routinized knowledge. If the employees expect further acquisitions they will, 

according to the learning theory, better manage current experiences and take time to routinize 

their behavior to create re-usable knowledge. This behavior will add capabilities that have 

great potential to develop into core competencies. The anticipation effect will further increase 

the chances of initiating a change-oriented and self-initiated behavior amongst the employees, 

which is an essential part of the development of core competencies.  

 

Management related factors  

In support of the argument that long-lasting managers have a positive effect on firm 

performance, the tests show that higher management tenure positively affects the performance 

of frequent acquirers. One can therefore conclude that experienced managers possess 

acquisition capabilities that enhance the likelihood of realizing synergies and thus succeed 

with an acquisition. The theoretical section treated the many difficulties and the uncertainty 

that surrounds the takeover processes. The paper shows that an experienced manager better 

can handle these difficulties and perhaps better reduces the uncertainties and the valuation 
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puzzles that surround a takeover. These positive influences of long-lasting and experienced 

managers are negatively affected by both acquisition rate and acquisition variability. This 

finding is a further indication of the strong negative impact of an irregular acquisition pace. 

An alternative interpretation is that managers who engage in too many acquisitions fail to 

realize operational efficiency gains and once again show the complexity of a takeover. The 

latter effect also provides support to the agency arguments.  

 

The agency theory, and in particular Jensen’s (1986a) theory of free cash flow, claims that 

managers who appear to engage in too many acquisitions might suffer from motivational 

biases and act in their own best interest rather than to increase shareholder wealth. This paper 

gives partial support to this argument as it found a clear negative relationship between 

management tenure, increased acquisition rate and operational efficiency. The notion of self-

attribution of past successes further claims that a CEO under the influence of hubris will 

neither learn from mistakes, nor will he or she develop problem solving abilities. This lack of 

self-critique could be one possible explanation for the negative relationship. Hence, learning 

curve effects, such as those shown in figure 2 are more difficult to obtain when keeping the 

same manager for a long time.  

 

A last and highly relevant argument to explain why superior performance cannot be directly 

linked to acquisition rate is the fact that learning has more to do with quality of the activities 

than with the number of times the action is repeated. It is shown that frequent acquirers are 

superior performers and therefore most likely possess superior acquisition making 

capabilities. However, it cannot be verified that this superiority increases with the number of 

deals. Quite the reverse, it can be verified that the performance deteriorates with increased 

variation of the deal frequency. Therefore, in the case of frequent acquisition making, high-

quality knowledge seems to rather stem from good management and a stable acquisition pace 

than from simply adding numbers to a series of acquisitions. This last finding constitutes the 

paper’s main argument and implies that firms who engage in an overly large amount of 

acquisitions during a short period do this at the expense of the quality in learning.  
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5.1.2.2 Summary of the answers to the paper’s hypotheses 

► Hypothesis one: Frequent acquirers generate long-term positive returns  in relation 

to their non-acquiring peers– Yes, both performance measures support this 

argument and showed  differences in means that were significantly different from 

zero.  

 

► Hypothesis two: Firms with a regular acquisition pace enjoy superior returns – 

Yes, a high variance negatively affects performance. Increased experience, 

however, moderates this impact. 

 

► Hypothesis three: Among the frequent acquirers, the most frequent ones will enjoy 

superior returns relative to the less frequent acquirers – No, there is not enough 

power in the tests to support this argument.  

 

► Hypothesis four: Among the frequent acquirers, performance will be positively 

related to the number of acquisitions during the five years preceding the event 

window – No, the effect was the opposite but could due to lagged negative 

performance from previous acquisitions. 

 

► Hypothesis five: A higher CEO tenure result in higher profits – Yes, a high CEO 

tenure generates higher returns. However, in support of the hubris effect, long-

lasting CEO’s that makes many acquisitions reduces operational efficiency.  

 

5.1.3 Discussion of the test results 

A less encouraging reason for the abnormal returns might be the absence of a correctly 

specified asset-pricing model. The bad-model is a wide-spread argument against all evidence 

on market anomalies that cannot be neglected (e.g. Kothari and Warner, 2006). However, the 

chosen benchmark approach mitigates many of the problems related to valuing acquisitions 

such as size, industry and pre-event performance.  

 

What is further, one of the underlying assumptions of this paper is that the dependent variable, 

in this case the abnormal change in either ROA or stock prices, is well-defined. Because of 

the matching approach, the thesis assumes that the main factor that separates the sample group 
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from the benchmarks is their acquisition frequency. However, it is not a realistic to assume 

that no other factor can play an important role in deciding the differences of means. Due in 

part to this, the models are not intended to fully explain the abnormal returns. Moreover, 

because of the small sized sample, there is always a risk that some of the observed variance of 

returns can be linked to factors unrelated to learning, experience or to the multiple acquisition 

strategy. This is also the case in the study by Laamanen and Keil (2008). Their R square 

values, for example, ranges from 0.02 – 0.04. Instead, importantly for this paper has been to 

study the impact of acquisition frequency and acquisition experience on the learning effects 

and focus on the interplay between all variables included. This approach has led to interesting 

conclusions on the multiple acquirers’ ability to gather knowledge and learn from their 

experiences.  

 

Finally, the paper’s outcome must be compared to the one of Laamanen and Keil (2008), 

whose study serves as the basis for this paper. The result from this survey’s empirical 

investigation is highly similar to Laamanen and Keil’s study. The two investigations both 

share the same magnitude and signs of the most important variables (acquisition frequency, 

experience and variability).  
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6 Conclusions and recommendations 
Motivated by previous studies that show declining returns in acquisition programs, this paper 

asks the following: Can practice affect the return patterns of frequent acquirers, and if so, how 

does the timing of the events impact the result? 

 

The main findings are as follows. Frequent acquirers enjoy higher stock returns and manage 

to increase their operational performance more than their less frequent acquiring peers. The 

performance improvements are mainly due to operational cost savings. Hence, the most 

experienced acquirers better know what processes to start, when to initiate them, what 

resources to deploy and lastly what mistakes to avoid when trying to realize synergies. The 

result is further a supporting argument for engaging in takeovers as a growth strategy.  

 

The companies that improve their performance the most are the firms with the most stable 

and/or predictable acquisition pace, which supports the idea of frequent acquirers being on a 

learning curve. It is further shown that learning occurs when there is enough time to digest 

and transform experiences into knowledge. Also shown is that too long interruptions allow for 

organizational forgetting, which reduces the positive effects of experience. As such, the 

superior returns of frequent acquirers can be linked to learning and the creation of acquisition 

making capabilities.  

 

This paper concludes that acquisition making capabilities come from prior experience and are 

highly affected by the temporal distribution of the events. It is further found that these specific 

capabilities will be particularly beneficial in times of either very high or very low acquisition 

activity, such as during merger waves or recessionary periods. Further, experienced managers 

have shown to be of good help in the quest for synergies and in times of intense activity. 

However, managers who have been with the firm for a long time that performs abnormally 

many acquisitions could indicate motivational biases such as managerial herding or hubris, 

and is a predictor of underperformance. 

 

The findings of this paper suggest that superior performance is not necessarily linked to the 

increased number of deals in a series of acquisitions. Rather, acquisition making capabilities 

are a function of the quality of the learning. In this case, factors such as acquisition variability 
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and management characteristics have shown to increase the learning potential the most. 

Therefore, frequent acquirers should benefit highly from recognizing acquisition making as a 

company strategy. They should therefore focus to store the knowledge and develop core 

competencies within this field. The CEO seems to play an integral part in this work. 

 

To summarize, this study finds multiple acquisitions to be a rewarding investment decision, 

mostly because experience seem to facilitate the realization of synergies. Hence, the primary 

insight of this paper is the following. Practice matters. And while practice alone might not 

suffice to make perfect, it helps a great deal along the way.  

 

6.1 Future studies 
As this study recognizes the positive impact of the company’s management, it would be 

interesting to further examine how other decision makers (the board, middle managers, 

external stakeholders etc.) can influence the learning potential and the outcome of 

acquisitions. As learning is recognized as a potential core capability, the results from such a 

study could highly benefit the strategic planners of the firm. It would further be interesting to 

examine, still from an organizational perspective, who gains the most from multiple 

acquisitions, managers or shareholders?  

 

Moreover, the thesis did not pay any particular attention to transaction specific characteristics, 

such as payment method, target size, industry similarity, or the amount of free cash flow prior 

to each deal. It would be interesting to more thoroughly examine the characteristics of 

frequent acquirers to find further success factors to this strategy. In doing so, a more complete 

model to predict their result could be constructed.  
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Appendix 1 

Complete list of companies included in the survey 

  

Return (BHR) Return (BHR) BHAR
Company No of acq 2003 2010 2010-2003 Benchmark 2003 2010 2010-2003 2010-2003

Ratos 45 53 249 374% Industrivarden 61 120 98% 275%
Securitas 45 58 79 36% Synergon Informatika Nyrt. 474 476 0% 35%
Atlas Copco 37 34 170 394% Linamar 1425 2570 80% 314%
Assa loy 34 86 190 122% Sonocom Co. 881 579 -34% 156%
Trelleborg 28 53 71 33% Haldex 66 105 59% -26%
Ericsson 27 65 78 21% CMK 1273 464 -64% 85%
B&B Tools 25 46 113 146% Satair 101 337 235% -89%
Hexagon 22 16 144 813% William Demant 200 412 107% 706%
Sandvik 22 48 131 171% Linamar 1425 2570 80% 90%
Alfa Laval 21 27 142 418% Marel hf. 27 100 265% 153%
Latour 18 42 125 194% Kverneland 8 7 -19% 214%
TeliaSonera 17 35 53 53% Solborn Inc. 7786 2995 -62% 114%
SKF 14 57 192 235% Linamar 1425 2570 80% 155%
Tele2 14 122 140 14% Digital 1 1 111% -97%
Pe ab 13 15 57 294% Veidekke 12 53 349% -55%
MTG 11 135 445 230% Elisa 11 16 53% 177%
SCA 11 98 106 8% Holmen 256 221 -13% 22%
Meda 9 8 51 507% Geveko 61 13 -79% 586%
Gunnebo 8 57 53 -7% Salzgitter 9 58 557% -565%
Nibe Industrier 8 32 103 222% Phoenix Mecano 400 660 65% 157%
Elekta 7 45 259 475% William Demant 200 412 107% 369%
Bilia 6 68 130 91% Tokatsu 262 202 -23% 113%
Kinnevik 6 64 137 113% Holmen 256 221 -13% 126%
Saab 6 109 123 13% Dassault 330 601 82% -70%
Sweco 6 15 58 291% Buddimex 36 100 178% 113%
Volvo 6 40 119 198% Topy Industries Ltd. 279 216 -23% 221%
AF 5 27 139 416% Buddimex 36 100 178% 238%
Eniro 5 1186 28 -98% Elanders 86 28 -68% -30%
Getinge 5 67 141 111% Swatch Group 149 417 181% -69%
Investor 5 70 144 107% Industrivarden 61 120 98% 9%
Nobia 5 25 60 141% Howden Joinery 2 1 -32% 173%
Intrum Justitia 4 38 104 172% Finmalac 29 32 10% 162%
Munters 4 55 75 38% Dantherm 63 18 -71% 109%
Scania 4 45 155 241% FCC 1107 1892 71% 170%
Swedish Match 4 74 195 165% VST 197 625 217% -52%

Averages 14,5 193% 79% 114%

List of companies 

Price Price
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Appendix 2 

Key financial ratios for the investigated firms  

 

 

 

 

 

 

 

 

 

 

ROA % 2003 2004 2005 2006 2007 2008 2009 2010 Δ 2003-2010

Frequent average average 12 13 12 13 14 12 11 14 2
Frequent median median 12 14 12 13 13 12 11 13 1

Benchmarks average average 14 13 15 15 12 7 12 11 -3
Benchmarks median median 12 11 13 11 11 10 9 9 -3

Cash flow return on assets relative to benchmarks 

Leverage % 2003 2004 2005 2006 2007 2008 2009 2010 Δ 2003-2010

Frequent average 28 13 16 13 18 34 19 9 18
Frequent median 16 13 14 11 16 30 19 13 4

Benchmarks average 9 -26 2 2 11 2 10 0 9
Benchmarks median 30 21 10 5 6 30 20 14 17

Leverage levels relative to benchmarks 

Gross margin % 2003 2004 2005 2006 2007 2008 2009 2010 Δ 2003-2010

Frequent average average 36 36 36 37 38 36 35 41 5
Frequent median median 33 34 36 36 37 36 33 37 4

Benchmarks average average 34 42 39 38 39 41 39 39 5
Benchmarks median median 29 39 33 31 32 37 37 38 8

Gross margin relative to benchmarks
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EBITDA % 2003 2004 2005 2006 2007 2008 2009 2010 Δ 2003-2010

Frequent average average 13 16 15 16 17 16 14 17 4
Frequent median median 12 14 12 15 17 14 12 16 4

Benchmarks average average 14 13 16 15 14 13 13 13 -1
Benchmarks median median 13 12 15 17 14 12 10 9 -4

EBITDA margin relative to benchmarks

Capex %  of sales 2003 2004 2005 2006 2007 2008 2009 2010 Δ 2003-2010

Frequent  average 6 7 6 5 4 5 4 3 -4
Frequent median 3 3 3 4 4 4 3 3 -1

Benchmarks average 10 8 8 7 10 8 6 6 -4
Benchmarks median 4 4 5 5 7 5 4 4 0

CAPEX relative to benchmarks

Sales Growth % 2003 2004 2005 2006 2007 2008 2009 2010 Δ 2003-2010

Frequent average 3 25 21 18 13 8 -5 22 13
Frequent median 1 8 9 12 10 7 -2 2 6

Benchmarks average 2 12 11 5 3 99 -22 6 15
Benchmarks median -1 4 8 9 8 5 -9 7 4

Sales growth relative to benchmarks
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Appendix 3 

 

 

Abnormal 
return 
(ROA)

Rate
(yearly)

Variance 
(yearly) Experience

CEO
Tenure

Abnormal return (ROA 1,00
Acquisition rate
(yearly) -0,10 1,00
Acquisition variance 
(yearly stdev) -0,09 0,91 1,00

Experience -0,16 0,39 0,33 1,00
CEO
Tenure 0,08 -0,07 -0,06 -0,12 1,00

Correlation Matrix
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Company Price 
2003

Price 
2010

BHR % Δ ROA (i)
2010-2003

Benchmark Price 
2003

Price 
2010

BHR %
Δ ROA 
(bm)
2010-2003

BHAR 
Stock
price

Abnorm. 
change
ROA

No 
of

 acq

Acq 
rate

Stdev 
(no of  
acq)

Experience
Experie
nce 
(yearly)

CEO 
Tenure

AF 27 139 416% 10% Buddimex 36 100 178% -3% 238% 13% 5 0,71 0,95 3 11,0
Alfa Laval 27 142 418% 5% Marel hf. 27 100 265% -3% 153% 8% 21 3,00 2,31 1 7,0
Assa loy 86 190 122% 5% Sonocom Co 881 579 -34% -5% 156% 10% 34 4,86 2,34 4,6 4,0
Atlas Copco 34 170 394% 4% Linamar 1425 2570 80% -6% 314% 10% 37 5,29 2,63 7 4,5
B&B Tools 46 113 146% -6% Satair 101 337 235% -2% -89% -4% 25 3,57 2,99 4 10,0
Bilia 68 130 91% 5% Tokatsu Holdings 262 202 -23% -2% 113% 8% 6 0,86 1,21 0,6 8,0
Elekta 45 259 475% 6% William Demant 200 412 107% -25% 369% 30% 7 1,00 0,82 0,2 19,5
Eniro 1186 28 -98% -13% Elanders 86 28 -68% -6% -30% -7% 5 0,71 0,76 1,6 2,3
Ericsson 65 78 21% 11% CMK 1273 464 -64% -2% 85% 13% 27 3,86 2,41 2 4,0
Getinge 67 141 111% 1% Swatch Group 149 417 181% 4% -69% -4% 5 0,71 0,95 2 14,0
Gunnebo 57 53 -7% -5% Salzgitter 9 58 557% -3% -565% -3% 8 1,14 2,27 2,2 3,5
Hexagon 16 144 813% -6% William Demant 200 412 107% -25% 706% 18% 22 3,14 2,67 4,2 11,0
Intrum Justitia 38 104 172% 9% Finmalac 29 32 10% -2% 162% 11% 4 0,57 0,98 1 2,0
Kinnevik 64 137 113% 1% Holmen 256 221 -13% -5% 126% 6% 6 0,86 0,69 2 6,0
Latour 42 125 194% 0% Kverneland 8 7 -19% -8% 214% 8% 18 2,57 1,51 0,6 7,0
Investor 70 144 107% 1% Industrivarden 61 120 98% 24% 9% -23% 5 0,71 0,76 3,8 7,0
Meda 8 51 507% -1% Geveko 61 13 -79% -26% 586% 24% 9 1,29 1,70 0,6 12,0
MTG 135 445 230% 0% Elisa 11 16 53% 5% 177% -5% 11 1,57 1,13 1,4 10,0
Munters 55 75 38% -13% Dantherm 63 20 -68% -12% 105% 0% 4 0,57 0,79 2,6 7,5
Nibe 32 103 222% 2% Phoenix Mecano 400 660 65% 4% 157% -1% 8 1,14 1,46 3,8 22,0
Nobia 25 60 141% -7% Howden Joinery 2 1 -32% 13% 173% -20% 5 0,71 0,76 2 5,7
Peab 15 57 294% 1% Veidekke 12 53 349% -2% -55% 3% 13 1,86 1,46 1,8 52,0
Ratos 53 249 374% 1% Industrivarden 61 120 98% 24% 275% -23% 45 6,43 4,16 1,4 11,0
Saab 109 123 13% -1% Dassault 330 601 82% 0% -70% -1% 6 0,86 0,90 1,8 4,0
Sandvik 48 131 171% 1% Linamar 1425 2570 80% -6% 90% 7% 22 3,14 2,91 1,6 9,0
Scania  B 45 155 241% 9% FCC 1107 1892 71% -10% 170% 19% 4 0,57 0,98 1,4 17,0
Securitas 58 79 36% -1% Synergon 474 476 0% 2% 35% -3% 45 6,43 3,74 5 9,0
SKF 57 192 235% 6% Linamar 1425 2570 80% -6% 155% 12% 14 2,00 1,83 3,6 8,0
Sweco 15 58 291% 9% Buddimex 36 100 178% -3% 113% 12% 6 0,86 1,46 3 6,0
Swedish Match 74 195 165% 10% VST 197 625 217% -12% -52% 22% 4 0,57 0,79 1,8 3,5
SCA 98 106 8% -3% Holmen 256 221 -13% -5% 22% 2% 11 1,57 1,72 6,8 4,5
Tele2 122 140 14% 15% Digital 1 1 111% 2% -97% 13% 14 2,00 1,41 1 4,3
TeliaSonera 35 53 53% -2% Solborn Inc. 7786 2995 -62% 1% 114% -3% 17 2,43 2,07 1,2 4,5
Trelleborg 53 71 33% 3% Haldex 66 105 59% -4% -26% 7% 28 4,00 3,16 2,8 6,5
Volvo 40 119 198% 3% Topy Industries 279 216 -23% -5% 221% 8% 6 0,86 1,46 2 14,0
Average 193% 1,67% 79% -3% 114% 5% 14,5 2,07 1,72 2,44 9,47

Investigated company (i) Benchmark (bm) Dependent variables Explanatory variables

Appendix 4
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Appendix 5 

Market’s appreciation of frequent acquirers – t-test of means between groups 

t-Test: test of differences in 
means 

BHR 
frequent 
acquirers 

BHR benchmarks 

Mean 1,9293 0,7889 
Variance 3,3864 1,7847 
t Stat 2,9668 
P(T<=t) two-tail 0,0042 
t Critical two-tail 1,9955   

 

Appendix 6 

Market’s appreciation of frequent acquirers – t-test of means within group 

t-Test: test of differences in 
means within the group  

Frequent  
>9 deals 

Less 
Frequent 
≤9 deals 

Mean 1,311 0,979 
Variance 3,629 5,343 
t Stat 0,462 
P(T<=t) two-tail 0,647 
t Critical two-tail 2,035   

 

Appendix 7  

Development of ROA relative to benchmarks 

Cash flow return on assets relative to benchmarks 

 
Frequent acquirers Benchmark firms AROA Δ AROA 
2003 2010 Δ 2003 2010 Δ 

 
Freq- Bm Freq- Bm Δ 

             2003 2010 2010-2003 

Average 12% 13% 2% 14% 10% -3% -1,7% 3,0% 4,7% 
Median 12% 13% 1% 12% 9% -3% 0% 4% 7% 
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Appendix 8 

Operational performance of frequent acquirers, t-test of means 

t-Test: test of differences 
in means 

Δ ROA 2010-2003 
(frequent acquirers) 

Δ ROA 2010-2003 
(benchmarks) 

Mean 0,0167 -0,0305 
Variance 0,0041 0,0108 
t Stat 2,2884   
P(T<=t) two-tail 0,0252   
t Critical two-tail 1,9955   
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Appendix 9 

Date Bidder Target Target  

nationality 

Seller Industry 

jan-04 Trelleborg Metzeler Automotive Hose 

Systems 

Germany Metzeler Manufacturing 

jan-04 Ratos Gadelius Japan 3i Finance 

feb-04 Gunnebo Securibel Belgium   Manufacturing 

feb-04 Teliasonera Kiintesti Oy Sturenportti Finland Sonera pension 

fund 

TMT 

mar-04 Hexagon Sheffield Automation LLC  US Sheffield 

Automation 

Manufacturing 

mar-04 SCA Drypers Asia Malaysia   Basic 

mar-04 Trelleborg Manuli Dynaflex France Manuli Manufacturing 

mar-04 B&B Tools Momentum Industrial 

Maintenance Supply 

Sweden SKF Manufacturing 

mar-04 Sandvik MGS  Brasil Mgmt Manufacturing 

mar-04 Investor Swedish Orphan 

International 

Sweden   Finance 

mar-04 ÅF CTS Finland   Manufacturing 

mar-04 Eniro Gula Tidningen Sweden Trader Classified 

Media 

Services 

mar-04 ÅF Fortum Teknik & Miljö Sweden   Manufacturing 

apr-04 Assa Abloy Security Merchants Group AUS/NZ   Manufacturing 

apr-04 Gunnebo elkosta security systems Germany euromicron Manufacturing 

may-04 Hexagon Thona Group Belgium/US/Czech/Cana

da 

Andlinger & 

Company (PE) 

Manufacturing 

may-04 SCA Copamex (tissue business) 

(67%) 

Mexico CopaMex Basic 

industries 

may-04 SCA Busto & Tema Italy   Basic 

industries 

may-04 Securitas Eurotelis Valiance France Valiance 

Fiduciare 

Services 

may-04 Gunnebo Chubb Lips Italy/ Chubb Lips Manufacturing 

may-04 Gunnebo Chubb Lips Belgium Chubb Lips Manufacturing 

may-04 SCA Carter Holt Harvey Tissue AUS/NZ Carter Holt 

Harvey 

Basic 

industries 

jun-04 Teliasonera Flextronics Network Service Sweden Flextronics 

Network Service 

TMT 

jun-04 Peab Berg & Väg Maskin Sweden   Manufacturing 

jun-04 Securitas Bell  UK   Services 

jun-04 Teliasonera Validation (Business area 

Net) 

Sweden Telefos TMT 
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jun-04 Latour Wiro-Argonic Sweden   Finance 

jun-04 Atlas 

Copco 

Guimerá Spain   Manufacturing 

jun-04 Latour Näsström System Sweden   Finance 

jul-04 Atlas 

Copco 

Ingersoll-Rand (Drilling 

Solutions Business) 

US Ingersoll-Rand Manufacturing 

jul-04 Gunnebo Hammer Sicherheit Switzerland   Manufacturing 

jul-04 SKF Willy Vogel Germany Hannover Finanz Manufacturing 

aug-04 Hexagon Romer Cimcore US   Manufacturing 

aug-04 Atlas 

Copco 

Ingersoll-Rand (Drilling 

Solutions Business) 

India Ingersoll-Rand Manufacturing 

sep-04 Ratos Lindahl & Rothoff Sweden   Finance 

sep-04 Atlas 

Copco 

Baker Hughes Mining Tools US Hughes 

Christensen 

Company 

Manufacturing 

sep-04 Atlas 

Copco 

Rotex Finland   Manufacturing 

sep-04 Ericsson Audilog France   TMT 

sep-04 Getinge BHM Medical Canada   Health 

sep-04 Securitas Valiance Fiduciare France Valiance 

Fiduciare 

Services 

oct-04 Atlas 

Copco 

Kolfor Plant UK   Manufacturing 

oct-04 Teliasonera Orange Denmark Denmark France Telecom TMT 

nov-04 Ratos Elitfönster Sweden Triton Finance 

nov-04 Getinge Dynamed Canada   Healthcare 

dec-04 Sandvik Technical Tooling US Federal Signal 

Corp 

Manufacturing 

dec-04 SCA Copamex Productos al 

Consumidor  

Mexico Copamex SA de 

CV 

Basic 

industries 

dec-04 Tele2 UTA Telekom Austria VTOEB TMT 

dec-04 Gunnebo Gateway Security AB Sweden   Manufacturing 

dec-04 B&B Tools Axeb AB (laboratory 

business) 

Sweden Axeb AB Manufacturing 

dec-04 Assa Abloy Best Metaline South Korea   Manufacturing 

dec-04 Ericsson Enditel Spain   TMT 

dec-04 Tele2 Votec Mobile Russia   TMT 

dec-04 Nobia EWE-FM Austria   Consumer 

goods 

jan-05 Gunnebo Eurofence France   Manufacturing 

jan-05 Securitas Alert Services Belgium Belgacom Services 

jan-05 Ratos Atos Origin PA Konsult Sweden Atos Origin TMT 

feb-05 Assa Abloy Doorman Services UK Middleton Manufacturing 
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Doorman 

feb-05 Assa Abloy BEST Metaline South Korea   Manufacturing 

feb-05 Tele2 Tiscali Denmark Denmark Tiscali TMT 

feb-05 Ratos Lundbergs Produkter Sweden Private Finance 

feb-05 Trelleborg Metso Minerals (Machine 

equipment assets) 

Finland Metso Minerals Manufacturing 

mar-05 Atlas 

Copco 

GSE tech-motive tool USA SPX Corporation Manufacturing 

mar-05 Assa Abloy Wangli Joint Venture (70%) China Wangli Manufacturing 

mar-05 SCA Munksjö Tissue Business Sweden Munksjö Basic 

mar-05 Alfa Laval Packinox France   Manufacturing 

apr-05 Atlas 

Copco 

Lifton Denamrk, Bulgaria Manufacturing 

apr-05 Elekta IMPAC USA Public offer Healthcare 

apr-05 MTG Nordic Betting (Bet 25) Malta (Sweden) Management TMT 

apr-05 Gunnebo Telesteps Sweden   Manufacturing 

apr-05 Ratos  Pihlavan Ikkuna Finland   Finance 

apr-05 Ericsson ICE  Costa Rica ICE TMT 

apr-05 Ericsson 3 Italy Italy 3 Italy TMT 

apr-05 Saab Grintek South Africa Public offer Manufacturing 

maj-05 Peab Markarbeten i Värmland Sweden   Manufacturing 

jun-05 Atlas 

Copco 

Lutos Czech Republic   Manufacturing 

jun-05 Atlas 

Copco 

Lubencké Czech Republic   Manufacturing 

jun-05 Ratos  Westerbergs badrum Sweden   Finance 

jun-05 SKF Jaeger Taiwan   Manufacturing 

jun-05 Hexagon CMM Systems USA LS Starett Manufacturing 

jun-05 Ericsson NetSpira Networks Spain   TMT 

jun-05 Scania Universal Auto Belgium   Manufacturing 

jun-05 B&B Tools Sohlbergs (91%) Sweden   Manufacturing 

jun-05 Getinge La Calhène Sweden   Healthcare 

jun-05 Bilia Scaniadam Danmark   Consumer 

jul-05 B&B Tools AKAB i Trollhättan Sweden   Manufacturing 

jul-05 Ericsson Teleca OSS Sweden   TMT 

jul-05 Ratos  Lenhovda fönster Sweden   Finance 

jul-05 Ratos  Conrent Australia Coates Hire Finance 

jul-05 Ratos Arcus gruppen (85%) Norway   Finance 

jul-05 Ratos  Sokolka Poland   Finance 

jul-05 Hexagon Trostel (Wheel division) US Trostel Manufacturing 

jul-05 Ratos  Storke Winduer (60%) Denmark   Finance 

jul-05 Ericsson Axxessit Norway   TMT 

aug-05 Trelleborg Kawneer R&P USA   Manufacturing 
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aug-05 Ratos  Diplomat Skandinavia Norway   Finance 

aug-05 B&B Tools Stenlunds Sweden   Manufacturing 

aug-05 Latour 

(Specma) 

AxFlow (Packaging & Seals 

division) 

Sweden AxFlow Finance 

aug-05 ÅF Jämtteknik Sweden   Manufacturing 

aug-05 TeliaSoner

a 

Vollvik Gruppen (Chess) 

(91.2%) 

Norway   TMT 

aug-05 Ratos  Bonnier Business 

Information  

Sweden Bonnier Finance 

sep-05 Sandvik Sandvik Smith Sweden Smith Manufacturing 

sep-05 Assa Abloy Security World South Africa   Manufacturing 

sep-05 Atlas 

Copco 

Intermech New Zealand   Manufacturing 

sep-05 Atlas 

Copco 

Intermech New Zealand   Manufacturing 

sep-05 Trelleborg Cimap Roues Industrielles France   Manufacturing 

sep-05 Tele2 Comunitel Spain   TMT 

sep-05 Hexagon Leica Geosystems Switzerland Public offer Manufacturing 

sep-05 MTG GES Media Holding Czech Republic   TMT 

okt-05 Securitas Hamilton Pacific US   Services 

okt-05 Bilia Haglund & Hellberg Sweden private Consumer 

okt-05 Getinge Lancer UK UK   Healthcare 

okt-05 Tele2 Versatel (83%) Benelux public offer TMT 

okt-05 AtlasCopco Pneumatech US   Manufacturing 

okt-05 Trelleborg Chase Walston Elastomers USA   Manufacturing 

nov-05 Atlas 

Copco 

Creemers Compressor Netherlands   Manufacturing 

nov-05 Trelleborg Dunlop GRG Holdings UK private Manufacturing 

nov-05 Tele2 Lipetsk Mobil Russia MCT TMT 

nov-05 Bilia Michaelsson & Nelin Sweden private Consumer 

nov-05 Ericsson TUSC Australia Allied 

technologies 

TMT 

nov-05 Securitas Securitas (cash handling 

operations) 

Germany Heros Services 

dec-05 B&B Tools Verkstadsservice i 

Helsingborg 

Sweden private Manufacturing 

dec-05 Elekta Medical Intelligence 

Medezintechnik 

Germany private Healthcare 

dec-05 Eniro Findexa Norway Texas Pacific Services 

dec-05 Ericsson 3 (mobile network and IT 

operations management) 

UK januari 1900 TMT 

dec-05 Securitas Black Star Spain private Services 

dec-05 Atlas BLM Italy   Manufacturing 
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Copco 

dec-05 Scania Griffin Automotive Taiwan Forefront 

International 

Manufacturing 

jan-06 B&B Tools Ruuska  Finland   Manufacturing 

jan-06 Ratos Anticimex Sverige Nordic Capital Finance 

jan-06 Trelleborg Wuxi Trelleborg Vibration 

Insulator  

China Wuxi Guolian Manufacturing 

jan-06 Atlas 

Copco 

Consolidated Rock South Africa   Manufacturing 

jan-06 Trelleborg Elastomer (70%) Czech republic Rado Manufacturing 

jan-06 Ratos  Champion Elevators USA   Finance 

jan-06 Peab Midroc Construction Sverige Midroc Manufacturing 

jan-06 Trelleborg CRP Group US/UK Barclays Private 

Equity 

Manufacturing 

jan-06 Ericsson Marconi (assets) UK   TMT 

jan-06 ÅF Enprima Finland   Manufacturing 

feb-06 Trelleborg EPG Inc. US   Manufacturing 

feb-06 Nobia Hygena Cuisines Frankrike MFI Furniture 

Group 

Consumer 

feb-06 Swedish 

Match 

Burger Group (Cigarr 

brands) 

Netherlands Burger Group Consumer 

feb-06 Bilia Tronrud Holding Norway   Consumer 

feb-06 Atlas 

Copco 

Fuji Air Tools Co Japan   Manufacturing 

mar-06 Latour Brickpack Sverige   Finance 

mar-06 Latour Hordagruppen Sverige Vätterleden Invest Finance 

mar-06 Latour Brickpack Sweden   Finance 

mar-06 Nibe Varde Oven  Denmark   Consumer 

mar-06 Alfa Laval Tranter PHE USA Dover Manufacturing 

mar-06 TeliaSoner

a 

ComHouse Norway   TMT 

mar-06 Assa Abloy Adams Rite Manufacturing USA   Manufacturing 

mar-06 Trelleborg Harbour & Marine 

Engineering Pty 

Australia   Manufacturing 

apr-06 SKF Macrotech Polyseal (51%) US   Manufacturing 

apr-06 Assa Abloy Baron Metal Industries Canada   Manufacturing 

apr-06 Securitas DAK Guvenlik (51%) Turkey   Services 

apr-06 Nibe Naturenergi Iwabo Sweden   Consumer 

may-06 Ericsson Netia Network (operations) Poland Netia Network TMT 

may-06 ÅF Benima Sweden Teleca Manufacturing 

may-06 Atlas 

Copco 

Thiessen Team Mining 

Products 

Canada Thiessen Manufacturing 

may-06 Hexagon Scanlaser AB Sweden, Norway Manufacturing 
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may-06 Assa Abloy Schwab & Partner Austria   Manufacturing 

may-06 TeliaSoner

a 

NextGenTel (82%) Norway Public offer TMT 

may-06 Kinnevik 

(Korsnäs) 

AssiDomän Frövi Sweden Sveaskog Finance 

may-06 Saab Maersk Data Defence Denmark   Manufacturing 

may-06 Sandvik Hagby-Asahi Sweden Asahi Industiral 

Diamond 

Manufacturing 

may-06 Securitas PSI Spain   Services 

jun-06 Ratos  IF Luftfilter  Sweden Latour Finance 

jun-06 Sandvik SDS Corporation Australia Public Offer Manufacturing 

jun-06 Sandvik UDR Group Australia Major Drilling 

Group 

Manufacturing 

jun-06 Ratos Jötul (62.5%) Norway Accent Finance 

jun-06 Ratos  Eskoopuu Finland   Finance 

jun-06 TeliaSoner

a 

Xfera (63%) Spain   TMT 

jun-06 Trelleborg Mar-Con Group Finland   Manufacturing 

jul-06 SKF SNFA France   Manufacturing 

jul-06 Atlas 

Copco 

BEMT Tryckluft Sweden   Manufacturing 

jul-06 Tele2 E.ON Bredband (75%) Sweden E.On TMT 

jul-06 Tele2 Vostok Mobile Russia  MCT TMT 

jul-06 TeliaSoner

a 

Päämies  Finland   TMT 

aug-06 Assa Abloy Fargo Electronics USA   Manufacturing 

aug-06 Ericsson Netwise Sweden Public offer TMT 

aug-06 Trelleborg Mehren Rubber Norway   Manufacturing 

aug-06 SKF John Crane Safematic Finland   Manufacturing 

aug-06 Trelleborg Hetag Tagnaterialer Denmark   Manufacturing 

aug-06 B&B Tools Järncarl Sweden   Manufacturing 

aug-06 Elekta BMEI (80%) China Beijing 

Pharmaceutical 

Health 

aug-06 SKF PB&A USA   Manufacturing 

aug-06 Atlas 

Copco 

Beacon Holdings USA Riverside Co. Manufacturing 

aug-06 SKF Economos Austria Salzer Manufacturing 

aug-06 MTG PRVA TV Slovenia   TMT 

sep-06 B&B Tools Trossö Järn Sweden   Manufacturing 

sep-06 Hexagon Mikrofyn Denmark   Manufacturing 

sep-06 Saab Ericsson Microwave 

Systems 

Sweden Ericsson Manufacturing 

sep-06 SCA MAPACASA Spain   Basic 
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sep-06 Sandvik Implementos Mineros Chile   Manufacturing 

sep-06 Nibe DZ Drazice Czech Republic   Consumer 

sep-06 Volvo Jaico Automobiles India   Manufacturing 

sep-06 Ratos  VinGruppen (60%) Sweden   Finance 

sep-06 B&B Tools TOOLS maskin og 

Skipsutstyr 

Norway   Manufacturing 

oct-06 Ratos  Kaefer Raco Germany   Finance 

oct-06 Ratos  CCL Veloduct UK   Finance 

oct-06 Atlas 

Copco 

Shanghai Bolaite 

Compressor Co 

China   Manufacturing 

oct-06 SCA Cool Logistics (75%) UK   Basic 

oct-06 Latour JMS Systemshydraulik Sweden   Finance 

oct-06 MTG P4 Radio Hele Norge Norway   TMT 

oct-06 Tele2 Spring Mobil Sweden   TMT 

oct-06 Peab Björn Bygg Norway Björn Gruppen Manufacturing 

oct-06 Atlas 

Copco 

TBB Germany   Manufacturing 

oct-06 Trelleborg Reeves Brotehrs USA Oaktree Capital 

Mgmt 

Manufacturing 

nov-06 Munters SIAL S.pA Italy   Manufacturing 

dec-06 Ratos  Lyssand, Frekhaug Norway   Finance 

dec-06 Securitas CIS (75%) Ittaly   Services 

dec-06 Latour 

(Hultafors) 

Snickers Workwear Sweden Private Finance 

dec-06 Sandvik Metso Powdermet Sweden Metso Manufacturing 

dec-06 B&B Tools Tools Makinhjörnet Norway   Manufacturing 

dec-06 B&B Tools Tools Lönsetagen Norway   Manufacturing 

dec-06 B&B Tools Rogaland Jernvare Norway   Manufacturing 

dec-06 Peab NBA Sweden   Manufacturing 

jan-07 Alfa Laval Tranter distributor China   Manufacturing 

jan-07 B&B Tools Bäcklunds Sweden   Manufacturing 

jan-07 B&B Tools GSV Sweden   Manufacturing 

jan-07 B&B Tools Mercus Yrkeskläder Sweden   Manufacturing 

jan-07 Meda 3M pharmaceutical div 

Europe 

  3M Health 

jan-07 Getinge Huntleigh UK Public offer Health 

jan-07 Trelleborg Epros Germany private Manufacturing 

jan-07 MTG Playahead Sweden   TMT 

jan-07 SKF Preventive Maintenance USA   Manufacturing 

jan-07 Scania Cimpomovel Veiculos 

Pesados 

Portugal   Manufacturing 

jan-07 Sandvik Shark Australia   Manufacturing 

jan-07 Volvo Lingong (70%) China   Manufacturing 
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jan-07 Eniro Leta Sweden   Services 

jan-07 Ericsson Redback Networks USA Public offer TMT 

jan-07 TeliaSOner

a 

Cygate (98.66) Sweden Bure TMT 

feb-07 TeliaSOner

a 

debitel Denmark   TMT 

feb-07 Nobia 

(50%) 

Plana Kuchenland Germany   Consumer 

feb-07 Latour AVT Sweden   Finance 

feb-07 Ericsson Entrisphere USA   TMT 

feb-07 Securitas Larmassistans Teknik Sweden   Services 

feb-07 MTG Balkan media Group Bulgaria Apace Media TMT 

feb-07 Sandvik Hydramatics Australia   Manufacturing 

mar-07 Atlas 

Copco 

Rodcraft Germany   Manufacturing 

mar-07 Securitas Chubb Van den Enden Netherlands   Services 

mar-07 Assa Abloy La Force Associates USA   Manufacturing 

mar-07 Assa Abloy Alba Israel   Manufacturing 

mar-07 Sandvik Diamond Innovations USA Littlejohn & Co Manufacturing 

mar-07 Atlas 

Copco 

GreenField Switzerland   Manufacturing 

mar-07 Elekta 3D Line Italy Private Health 

mar-07 Volvo Nissan Diesel (96%) Japan Public Offer Manufacturing 

mar-07 Investor Mölnlycke Health Care 

Group 

Sweden Apax Finance 

mar-07 Securitas Protection Service France    Services 

apr-07 Securitas ProtectionService France   Services 

apr-07 Atlas 

Copco 

ABAC Group Italy   Manufacturing 

apr-07 Alfa Laval Helpman Netherlands   Manufacturing 

apr-07 Ratos Mobile Climate Control Sweden Private Finance 

apr-07 Scania Cimpomovel Veiculos 

Pesados 

Portugal   Manufacturing 

apr-07 TeliaSoner

a 

Dimension Data (Sverige) Sweden Dimension Data TMT 

apr-07 Securitas Seguridad Argentina Argentina   Services 

apr-07 Munters Des Champs US   Manufacturing 

apr-07 SKF ABBA Linear (90%) Taiwan   Manufacturing 

may-07 Volvo Ingersoll- Rand (road 

development equipment) 

US Ingersoll-Rand Manufacturing 

may-07 Elekta 3D Line Medical Systems Italy   Health 

may-07 Hexagon Allen precision Equipment US   Manufacturing 

may-07 Bilia Bilgruppen Sweden Private Consumer 
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may-07 Bilia Hans Persson Sweden Private Consumer 

may-07 Ericsson Tandberg Television Norway Public Offer TMT 

may-07 Ratos  Tiivi Finland    Finance 

may-07 Hexagon GAMFI France   Manufacturing 

may-07 Hexagon Jigsaw Technologies US   Manufacturing 

may-07 Ratos  Håg Norway   Finance 

may-07 Saab Seaeye UK   Manufacturing 

may-07 Securitas Seguridad Burns de 

Colombia 

Colombia   Services 

may-07 Atlas 

Copco 

Dynapac Sweden Altor Manufacturing 

may-07 Sandvik Extec Screens UK   Manufacturing 

may-07 Sandvik Fintec Crushin UK   Manufacturing 

jun-07 Eniro Krak Denmark Krak Foundatiuon Services 

jun-07 Trelleborg HCRD US   Manufacturing 

jun-07 Swedish 

Match 

Bogaert Cigars Belgium   Consumer 

jun-07 Hexagon Ionic Software Belgium   Manufacturing 

jun-07 SKF Baker instruments  US   Manufacturing 

jun-07 Ratos  A-Gruppen Sweden   Finance 

jun-07 B&B Tools AS Maskin Norway   Manufacturing 

jun-07 Latour 

(Swegon) 

Meptek Finland   Finance 

jun-07 B&B Tools SA Maskier Sweden   Manufacturing 

jul-07 Ericsson Drutt Corporation US Provider, 

TeliaSOnera 

TMT 

jul-07 Munters Turbovent Denmark   Manufacturing 

jul-07 Ratos AH Insustries Denmark   Finance 

jul-07 Ratos  WDM Netherlands   Finance 

jul-07 Sweco Hydroprojekt Czech Republic   Manufacturing 

jul-07 Alfa Laval AGC US   Manufacturing 

jul-07 Securitas G4S (Cash handling) France G4S Services 

jul-07 Assa Abloy Aontec Ireland   Manufacturing 

jul-07 Atlas 

Copco 

Mafi-Trench USA   Manufacturing 

jul-07 Sandvik Doncaster UK   Manufacturing 

jul-07 TeliaSoner

a 

MCT Uzbeostan/Tadjikistan TMT 

aug-07 Meda MedPointe Inc US   Health 

aug-07 Hexagon GoldKey USA   Manufacturing 

aug-07 Ratos Euromaint Sweden Swedcarrier Finance 

aug-07 Ratos Contex Holding Denmark EQT Finance 

sep-07 Hexagon CogniTens Israel   Manufacturing 
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sep-07 Swedish 

Match 

Cigars International US   Consumer 

sep-07 Securitas F+H electronic Germany   Services 

sep-07 TeliaSoner

a 

DataInfo Finland   TMT 

sep-07 Ratos  Raksystems Finland   Finance 

sep-07 Ericsson LHS  Germany Public offer TMT 

sep-07 Trelleborg Solid Service Group Australia   Manufacturing 

okt-07 Assa Abloy iRevo South Korea   Manufacturing 

okt-07 Assa Abloy Baodean China   Manufacturing 

okt-07 Ratos  Aervent Group Ireland   Finance 

okt-07 SCA Procter & Gamble Tissue 

operations 

UK Procter & Gamble Basic 

okt-07 Tele2 

(Russia) 

Telecom Eurasia  Russia Zao Smarts TMT 

okt-07 Nobia Asmo Germany TAC Holding 

GmbH 

Consumer 

okt-07 Kinnevik Bayport  Africa   Finance 

okt-07 Saab Saab Grintek (Pty) Ltd UK Kunene Finance 

Company (Pty) 

Ltd 

Manufacturing 

okt-07 Trelleborg Solid Service Group Australia   Manufacturing 

nov-07 Atlas 

Copco 

Shenyang Ruifeng 

Machinery Ltd.  

China   Manufacturing 

nov-07 Securitas PEI Systems Incorporated USA   Services 

nov-07 Securitas Walsons India   Services 

nov-07 Trelleborg Sealings Solutions Inc. USA   Manufacturing 

nov-07 Hexagon R&A Rost Vertriebs GmbH 

etc. 

Austria   Manufacturing 

nov-07 Securitas Forza S.A. Peru   Services 

nov-07 Hexagon NovAtel Inc. USA   Manufacturing 

dec-07 Alfa Laval Fincoil Finland Carrier Corp Manufacturing 

dec-07 Assa Abloy Powershield Doors UK   Manufacturing 

dec-07 Ratos  KPK Denmark   Finance 

dec-07 Sweco 

(Grøner) 

Opticonsult Norway   Manufacturing 

dec-07 Volvo 

(Aero) 

Applied Composites AB Sweden   Manufacturing 

dec-07 Meda Recip AB Sweden   Health 

dec-07 Sweco Hidroprojektas Lithuania   Manufacturing 

dec-07 Sandvik JKB Medical Technologies USA   Manufacturing 

dec-07 Securitas Securex USA   Services 

dec-07 MTG Helsingin Dataclub Oy Finland   TMT 
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dec-07 Ratos  Lundalogik Sweden   Finance 

dec-07 Ericsson HyC Group Spain   TMT 

dec-07 Sandvik Medtronic Inc USA   Manufacturing 

dec-07 SKF S2M France   Manufacturing 

2008-01-

01 

Assa Abloy Beijing Tianming China   Manufacturing 

jan-08 B&B Tools TOOLS Hanssen 

Maskinforretning AS 

Norway   Manufacturing 

jan-08 Hexagon Elcome Technologies Pvt. 

Ltd 

India   Manufacturing 

jan-08 Assa Abloy DAF Kilit Turkey   Manufacturing 

jan-08 Kinnevik 

(Korsnäs) 

Karskär Energi AB  Sweden E.ON Sverige AB Finance 

jan-08 B&B Tools Arvid Svensson Eksandh 

Pro AB 

Sweden   Manufacturing 

jan-08 MTG 

(CDON) 

Gymgrossisten Sweden   TMT 

jan-08 B&B Tools Aker Kvaerner 

Industributikk AS  

Norway   Manufacturing 

jan-08 Sandvik Corstor International (Pty) 

Ltd 

South Africa   Manufacturing 

jan-08 Nibe KNV Umweltgerechte 

Energietechnik GmbH 

Austria   Consumer 

feb-08 Hexagon Surveyors Service Company 

& Haselbach Surveying 

Instruments  

USA   Manufacturing 

feb-08 Investor 

Growth 

Capital AB 

Keybroker AB Sweden   Finance 

feb-08 Hexagon Santiago & Cintra Ibérica 

S.A 

Spain   Manufacturing 

feb-08 Ratos  Medisize Medical Schweiz   Finance 

mar-08 Elekta CMS Inc USA   Health 

mar-08 B&B Tools Morten Maskin i Västerås 

AB 

Sweden   Manufacturing 

mar-08 Sandvik Aubema Beteiligungs 

GmbH  

Germany   Manufacturing 

mar-08 Intrum 

Justitia 

Solutius Belgium NV Belgium   Finance 

mar-08 Trelleborg Hetag Takdaekning A/S  Denmark   Manufacturing 

mar-08 Trelleborg Trelleborg Sealing Solutions 

India  

India   Manufacturing 

apr-08 Meda Ellem Lakemedel AB Sweden   Health 

apr-08 Nibe CJSC EVA Russia   Consumer 
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may-08 Ratos Rineer Hydraulics Inc USA   Finance 

may-08 Sandvik Eurocut Ltd UK   Manufacturing 

may-08 Trelleborg NPC Inc USA American Capital 

Strategies Ltd 

Manufacturing 

may-08 B&B Tools TOOLS Östergötland AB  Sweden   Manufacturing 

may-08 Securitas SATS & Servicios de 

Seguridad 

Uruguay   Services 

may-08 Trelleborg GNL SpA Italy   Manufacturing 

may-08 Atlas 

Copco 

Gulf Atlantic Equipment 

Company  & Compressed 

Air Products 

USA Private Manufacturing 

may-08 TeliaSoner

a 

Avansys AB Sweden   TMT 

may-08 Peab Senter Bygg Entreprenör AS Norway   Manufacturing 

may-08 Sandvik Teeness ASA (92.55%) Norway   Manufacturing 

jun-08 Alfa Laval Standard Refrigeration 

Company 

USA   Manufacturing 

jun-08 Trelleborg MacDermid Offset Printing 

Blankets 

USA   Manufacturing 

jun-08 Sandvik Precorp Inc USA   Manufacturing 

jun-08 Alfa Laval Ageratec Sweden Private Manufacturing 

jun-08 Assa Abloy Rockwood Manufacturing 

Company 

USA Private Manufacturing 

jun-08 Hexagon Messtechnik Wetzlar GmbH Germany   Manufacturing 

jun-08 Hexagon m&h Group Germany   Manufacturing 

jun-08 Peab Hälsinge Bygg Sweden   Manufacturing 

jun-08 Securitas G4S (guarding and 

monitoring operations) 

Germany Group 4 Securicor 

Plc 

Services 

jul-08 Assa Abloy Valli&Valli Italy   Manufacturing 

jul-08 Assa Abloy Gardesa Italy   Manufacturing 

jul-08 Nobia Vesta Kuechenfachhandels 

(75%) 

Germany   Consumer 

jul-08 Peab BEFAB Sweden   Manufacturing 

jul-08 Ratos Ideal Scanners Distribution USA Ideal Scanners & 

Systems 

Finance 

jul-08 Kinnevik 

& Vostok 

Nafta 

Kontakt East Holding 

(98.7%) 

Sweden   Finance 

jul-08 TeliaSoner

a 

ComHouse (66.66%) Norway MTU Gruppen 

AS, ComHouse 

Butikkdrift AS & 

Com-Invest AS 

TMT 

jul-08 Investor Lindorff Group (50%) Sweden Altor Finance 
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jul-08 Trelleborg Pressonova AB Sweden   Manufacturing 

jul-08 Assa Abloy Cheil Industry Co Ltd South Korea   Manufacturing 

jul-08 Alfa Laval Pressko AG Germany   Manufacturing 

aug-08 Volvo Indian JV (50%) India Eicher Motors Manufacturing 

aug-08 Atlas 

Copco 

Industrial Power Sales, Inc USA   Manufacturing 

aug-08 Alfa Laval Hutchison Hayes Separation USA   Manufacturing 

aug-08 B&B Tools Rörick i Köping AB Sweden   Manufacturing 

sep-08 B&B Tools Nillson & Luthman AB Sweden   Manufacturing 

sep-08 Ratos Acme Radiator & Air 

Conditioning, Inc.  

India  Finance 

sep-08 SKF GLO S.r.l Italy Metaldyne Manufacturing 

sep-08 Latour Skandinaviska 

Chuckfabriken Holding AB 

Sweden   Finance 

sep-08 Meda Valeant Pharmaceuticals 

International (Businesses in 

Eastern and Western 

Europe) 

USA Valeant 

Pharmaceuticals 

International 

Healthcare 

sep-08 Securitas Purzeczko (70%) Poland   Services 

sep-08 SKF PEER Bearing Company USA   Manufacturing 

oct-08 Securitas El Guardian Argentina   Services 

oct-08 TeliaSoner

a 

TeliaSonera Asia Holding 

B.V (51%) 

Nepal & Cambodia Visor Group TMT 

oct-08 Eniro Sentraali Oy Finland   Services 

oct-08 Securitas Eureca Benelux Services, 

the Satworld group & 

LuxTracing 

Belgium, Netherlands & Luxemburg Services 

oct-08 Assa Abloy iRevo Inc  South Korea   Manufacturing 

oct-08 Assa Abloy China Shenfei Group China   Manufacturing 

oct-08 MTG Nova Television Bulgaria Bulgaria Antenna Group TMT 

oct-08 Munters Toussaint Nyssenne Belgium   Manufacturing 

nov-08 Assa Abloy SimonsVoss Technologies 

AG 

Germany   Manufacturing 

nov-08 Atlas 

Copco 

Aggreko Plc UK   Manufacturing 

nov-08 Tele2 Digital Expansion (mobile 

network) 

Russia   TMT 

dec-08 Intrum 

Justitia 

Cronos and SSE France   Services 

dec-08 Latour Nord-Lock 

Schraubensicherungsvertrie

bs-GmbH (90%) 

Germany   Finance 

dec-08 Peab Peab Industri Sweden   Manufacturing 
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dec-08 Latour Snickers Workwear 

(franchise part) 

UK   Finance 

dec-08 Securitas Agency of Security Fenix Czech Republic   Services 

dec-08 Ratos Wer liefert Was Germany Seat Pagine Gialle Finance 

dec-08 Securitas Grupo Guardias Blancas Mexico   Services 

jan-09 Alfa Laval "After-market company"     Manufacturing 

jan-09 Alfa Laval "After-market company"     Manufacturing 

jan-09 Alfa Laval Onnuri Industrial Machinery 

Co., Ltd 

South Korea   Manufacturing 

jan-09 Alfa Laval HES GmbH Heat Exchanger 

Systems 

Germany   Manufacturing 

feb-09 Ratos DIAB Sweden 3i Finance 

feb-09 Ericsson Ericsson Mobile Platforms 

& ST-NXP Wireless 

Schweiz + Sweden  Ericsson & 

STMicroelectroni

cs NV 

TMT 

mar-09 Securitas Moore Security LLC USA   Services 

mar-09 Atlas 

Copco 

Focus Rocbit Pvt Ltd och 

Prisma Roctools Pvt Ltd.  

India   Manufacturing 

mar-09 Ericsson Nortel Carrier Networks 

division (GSM) 

US & Canada Nortel Networks 

Corporation 

TMT 

mar-09 Kinnevik Rockhammars Bruk Sweden Rottneros AB Finance 

maj-09 Ericsson Bizitek Turkey Probil AS TMT 

jun-09 Ratos EISAB Sweden   Finance 

jun-09 Peab Annehem Fastigheter AB 

(93.1%) 

Sweden   Manufacturing 

jun-09 Saab TietoSaab Systems Oy 

(60%) 

Finland Tieto Manufacturing 

jun-09 Securitas World Wide Security Chile   Services 

jul-09 Securitas Interlabora Spain   Services 

jul-09 Sandvik Wolfram Bergbau-und 

Huetten-GmbH Nfg. KG 

(WBH),  

Austria   Manufacturing 

jul-09 Ericsson Elcoteq (operations in 

Tallinn) 

Estonia   TMT 

sep-09 Alfa Laval LHE Co., Ltd. (90%) South Korea   Manufacturing 

sep-09 Securitas Vigilan Argentina   Services 

sep-09 Assa Abloy Ditec Group Italy   Manufacturing 

sep-09 Ericsson Nortel Networks 

Corporation  

Canada Nortel TMT 

nov-09 Assa Abloy Portsystem 2000 Sweden   Manufacturing 

nov-09 Securitas Ferssa Group France   Services 

nov-09 Securitas Socovig Ltd Colombia   Services 

dec-09 Securitas Dora Security Czech Republic   Services 
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dec-09 Securitas Grupo Argos Mexico   Services 

dec-09 Latour Pressmaster Holding AB 

(49%) 

Sweden Albin Invest Finance 

dec-09 Securitas Gordon D.o.o. Serbia   Services 

dec-09 Hexagon Mahr and Mycrona Germany   Manufacturing 

dec-09 Assa Abloy Cerracol Colombia   Manufacturing 

dec-09 Securitas Long Hai Security Vietnam   Services 

dec-09 Securitas Tecniserv Spain   Services 

jan-10 Ratos Rail Service Management 

Group  

Germany Hermann Weise Finance 

jan-10 Alfa Laval Champ Products Inc US   Manufacturing 

jan-10 Alfa Laval "service company 

specialized in plate heat 

exchangers" 

US   Manufacturing 

feb-10 Ericsson Pride Italy private TMT 

feb-10 MTG Raduga Holding S.A Russia Continental 

Media S.A. 

TMT 

feb-10 Sweco Hydroprojekt Kraków Poland   Manufacturing 

feb-10 MTG Viastrong Holding AB / 

Vision TV LCC (35%) 

Ukraine Strong Media 

Group Ltd 

TMT 

mar-10 Atlas 

Copco 

Quincy Compressor US EnPro Industries, 

Inc. 

Manufacturing 

mar-10 Tele2 Mobile Telecom-Service 

(51%) 

Kazakhstan  JSC 

Kazakhtelecom 

TMT 

mar-10 Kinnevik Bomhus Energi AB Sweden Gävle kommun Finance 

mar-10 Assa Abloy Panpan Security Industries China n.a. Manufacturing 

apr-10 Alfa Laval Si Fang Stainless Steel 

Products Co. Ltd 

China   Manufacturing 

apr-10 Alfa Laval Astepo Italy   Manufacturing 

apr-10 Nibe Lotus Heating Systems A/S Denmark   Consumer 

apr-10 Nibe ABK AS Norge   Consumer 

apr-10 Assa Abloy Hunter Automatics Canada   Manufacturing 

may-10 Assa Abloy King Door Closers 

(Samhwa Precision Co Ltd) 

South Korea   Manufacturing 

may-10 Peab Ångström & Mellgren AB Sweden   Manufacturing 

may-10 Assa Abloy Paddock Fabrications 

Limited 

UK Baird Capital 

Partners Europe 

Limited 

Manufacturing 

may-10 Elekta Resonant Medical Inc Canada Resonant Medical 

Consortium 

Health 

jun-10 Securitas Paragon Systems Inc US Tri-S Security Services 

jun-10 Ericsson LG-Nortel (50%) South Korea Nortel Networks 

Corporation 

TMT 
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jun-10 Sweco Krakowskie Biuro 

Projektow Drog I Mostow 

Transprojekt Sp Z O O 

Poland   Manufacturing 

jul-10 Securitas Legend Group Holding 

International 

Singapore   Services 

jul-10 Ratos Telia Stofa AS Denmark TeliaSonera AB Finance 

jul-10 Tele2 Spring Mobil (50%) Sweden Swefour AB TMT 

jul-10 Investor Aleris Sweden EQT III Finance 

aug-10 Assa Abloy Security Metal Products US   Manufacturing 

aug-10 Ratos HL Display Sweden Public Finance 

aug-10 Atlas 

Copco 

Hartl Anlagenbau GmbH  Austria   Manufacturing 

sep-10 Atlas 

Copco 

H & F Drilling Supplies Ltd UK   Manufacturing 

sep-10 Ericsson inCodes Strategy and 

Technology Group assets 

acquired 

US   TMT 

sep-10 Atlas 

Copco 

Kramer Air Tool Inc (Sales 

& marketing div.) 

US   Manufacturing 

sep-10 Latour REAC AB Sweden Opcon AB Finance 

sep-10 Sweco Aros Arkitekter Sweden   Manufacturing 

sep-10 Securitas Reliance Security Group 

(UK security Services 

operations) 

UK Reliance Security 

Group 

Services 

oct-10 Atlas 

Copco 

Cirmac International B.V. Netherland   Manufacturing 

oct-10 Meda Alaven US   Health 

oct-10 SCA Copamex Higiene Infantil 

SA de CV 

Mexico Copamex SA de 

CV 

Basic 

oct-10 Swedish 

Match 

Scandinavian Tobacco Group & Swedish Match JV Scandinavian 

Tobacco Group & 

Swedish Match 

Consumer 

oct-10 Latour 

(through 

Swegon) 

Blue Box Italy   Finance 

oct-10 Tele2 Bbned NV Netherland Telecom Italia 

SpA 

TMT 

nov-10 Intrum 

Jutitia 

Aktiv Kapital ASA  Norway Aktiv Kapital Finance 

nov-10 Peab A-frakt AB Sweden   Manufacturing 

nov-10 Meda Vivus US Vivus Inc Health 

nov-10 Alfa Laval Definox France   Manufacturing 

nov-10 Meda Norgine (Portfolio of OTC 

products) 

Netherlands Norgine Health 
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nov-10 Securitas Security Professionals & 

Security Management 

US   Services 

nov-10 Nibe Lund & Sörensen Denmark   Consumer 

nov-10 Peab Telemark Vestfold 

Entreprenor AS  

Norway   Manufacturing 

dec-10 SCA Gällö Timber AB    Sweden Ab Persson Invest Basic 

dec-10 Securitas Alarm West Group  Bosnia   Services 

dec-10 Alfa Laval Olmi s.p.a Italian   Manufacturing 

dec-10 Latour  LSAB Sweden   Finance 

dec-10 Meda GlaxoSmithKline  US GlaxoSmithKline Health 

dec-10 Assa Abloy ActivIdentity Corporation  US   Manufacturing 

dec-10 Intrum 

Jutitia 

Nice Invest Nordic AB Sweden   Finance 

dec-10 Ericsson Optimi US   TMT 

dec-10 Latour  Pressmaster Holding AB  Sweden Albin Invest & 

management 

Finance 

dec-10 SKF Lincoln Holdings 

Enterprises 

US Harbour Group Manufacturing 

dec-10 Trelleborg Lutz sales US   Manufacturing 

 

 


