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Abstract 

This thesis provides evidence that takeovers can be a value creating strategy for the acquirer. 

Depending on the circumstances especially the focus on bankruptcy acquisitions can be of high 

interest for an acquirer. 14,495 recent takeovers within years of 2008 and 2014 in the euro zone 

have been examined and the results provide empirical evidence that acquisitions can facilitate a 

value creating effect for the acquirers. Here, acquirers of bankrupt firms often have some 

previous relationships along their value chain to the target company which suggests that the 

acquirers are well informed about the possible value extraction and utilization of the target‘s 

assets. However, within the examined transactions, findings show that in Europe between 2008 

and 2014 non-bankruptcy acquisitions outperformed the bankruptcy transactions. But this 

performance of bankruptcy acquisitions is time-specific. Firms that are able to acquire bankrupt 

firms even within a troubled economic cycle must be financially very stable and gain from their 

strong bargaining power within such an environment. They are able to earn excess returns upon 

deal announcements of 1.66 percentage points compared to buyers within the post-crisis 

situation. This evidence is in line with the opinion that some companies can take advantage of 

fire sales by bankrupt companies as part of a corporate restructuring. In addition, the type of the 

bankruptcy acquisition is of great importance as its performance is also industry-specific. Based 

on the fixed assets and their recovery values as well as their obvious synergies potentials 

bankrupt manufacturing companies seem to be fruitful. Within the examined event window, 

bankruptcy acquisitions of manufacturing firms received 4.56 percentage points higher 

cumulative abnormal returns compared to bankruptcy non-manufacturing acquisitions. The 

market strongly appreciates these types of acquisitions with high abnormal returns.  
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1. Introduction 

Europe is currently facing a time of economic recovery and as interests rates are on a low level 

pushing a lot of cash on the market, merger and acquisition (“M&A”) is lately seeing strong 

attention after a lengthy period of weakness during the last financial crisis. It seems companies 

are keen to remain consolidation and take the advantage of rising consumer markets, create cost-

efficiencies and enlarge product portfolios through M&A rather than by organic growth. 

However, the recovery is still frail and there are unresolved debt issues which threatens the 

finances of numerous companies in the euro zone. This can be one of various factors taking a 

company into a financially distressed situation. The value creation paradox and the distress 

resolving possibility through M&A is still greatly discussed within research. 

Reorganization for companies may contain cutting overhead expenses, reducing and restructuring 

debt, changing the company’s product portfolio and changing the overall ownership structure 

(Gilson, 2010).  However, besides these, the most common restructuring methods in the fields of 

distressed situations are complete firm sales or liquidations of assets after internal turnarounds 

programs have failed (Bhattacharijee et al., 2009). Here, Jensen (1991) argues that M&A 

procedures are a significant mechanism to induce the efficient redeployment of assets of bankrupt 

companies. Hotchkiss & Mooradian (1998) argue that the M&A process is one of the most 

effective ways to solve a firm‘s financial or bankrupt situation.  

Finding a strategy in the field of M&A which yields above average returns is highly interesting. 

In particular distressed situations of companies have gained increased attention because of their 

abnormal return potentials through for example great discount prices. Furthermore, bankruptcy 

acquisitions do happen on a regular basis and might even have become more frequent lately 

(Baird & Rasmussen, 2003; Feaelten & Vitkova, 2014). However, empirical studies on business 

failure have almost exclusively examined non-European failures and the evidence on European 

distress-related exits is scarce. The return potential exclusively on European bankruptcy 

acquisitions are still unrevealed and there are only very limited empirical studies on the buyers` 

performance on such special acquisitions. Therefore, it appeals to further analyze this topic in 

regards to if the acquisitions of bankrupt firms outperform acquisitions of non-bankrupt targets as 

well as if this is strategy acts as value creating for acquirers. Here, several additional  factors in 

regards to this value creation strategy can play an elementary role.  
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“From the acquiring firm shareholders` perspective, the best deals (on average) are initiated when 

markets are depressed while the worst deals are initiated when markets are booming” (Bouwman 

et al., 2009, p. 634). Consequently, as the time of a financial crisis faces an increased amount of 

bankrupt companies, this might create a high potential in regards to abnormal returns. In times of 

economic downturn there might be more bargains to be found, possibly yielding higher returns on 

the bankrupt M&A transactions. This time can give acquirers opportunities where they can gain 

the most out of these types of acquisitions. 

Furthermore the value creation through the acquisition of bankrupt firm seems to be industry 

specific in regards of abnormal returns. Based on their fixed asset base, bankrupt manufacturing 

company deals might be more value creating for acquirers as also synergies can be realized more 

easily and the fixed assets have great recovering values (Schiereck, 2010). Furthermore, the 

acquisitions within the manufacturing industry can be highly interesting due to the fact that the 

acquirer gets relative cheap access to important patents or specialized manufacturing know-how. 

This might be fruitful and favored by the market. 

Overall, there are several indications that bankruptcy acquisitions with different types of such 

acquisitions potentially show significant return differences. This bankruptcy market gives stable 

firm the opportunity a “cherry picking” acquisition strategy. Here, considering the economic 

cycles and the specific industries might result in even greater abnormal returns. This thesis 

examines a total recent 14,495 transactions in Europe from the years 2008 until the beginning of 

2014. The overall value creation can be measured through the abnormal returns following a deal 

announcement. The results of this thesis first find answers to the so far mostly unrevealed 

research field of bankruptcy acquisitions especially in Europe and second, discovers strategic and 

financial considerations of initiating bankruptcy acquisitions. 

  

2 
 



 

1.1 Research questions 

This thesis goes into detail in fields of understanding value creation from M&A. The bankruptcy 

character may give acquiring companies possibilities to create more value to their shareholders 

and to themselves compared to non-bankrupt acquisitions. Therefore the first research question of 

this thesis is:  

Does the acquisition of bankrupt companies create more value for firms than non-bankruptcy 

acquisitions? 

To be able to go more into detail within the value creation scope, it is highly interesting to 

determine whether there are certain situations or characteristics which favor value creation inside 

bankruptcy even more. It seems to be relatively important to reveal these characteristics to 

understand the underlying causes of value creation and to open strategy implications for M&A 

regarding bankruptcy cases. Thus, the second and third research questions are: 

Is value creation depended on the economic cycle? 

And based on the recovering values of fixed assets found in manufacturing companies:  

Do firms gain higher abnormal returns acquiring bankrupt targets in the manufacturing industry? 

 

1.2 Scope and delimitations 

The goal of this thesis is to evaluate the value creation effects of different company situations 

(bankrupt or non-bankrupt) within different economic cycles and to further look more into detail 

if acquirers in manufacturing industries have an advantage inside the value creation process 

trough M&A. This advantage might be based on their great asset base and their specific 

knowledge access. Investors appreciate these characteristics of manufacturing companies as they 

see direct synergy opportunities. Overall, the value creation scope is on acquiring companies and 

its shareholders. Therefore the effects on target companies are not taken into consideration. 

Additionally, the influences of the financial crisis 2008 and the linked increase of defaulting 

companies will be taken into account. Nevertheless, the general macroeconomic outcomes or 

concerns from the financial crises are out of scope of this thesis and will not be discussed. 
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Overall, term merger and acquisition is set to equal to the word “acquisition” as defined at a later 

point. 

To be able to analyze the value creation and the performance of acquirers on bankruptcy targets, 

this thesis has also an empirical part to support research hypotheses. This empirical part relies on 

the so called event study methodology which is a statistical method to analyze the impact of an 

announced event on the value of a company. The value creation is defined within this 

methodology to be the abnormal return of stocks around an event window upon the real 

announcement date. These abnormal returns are the stock returns in excess of applicable index 

returns. Therefore, it is assumed that the market directly responds to an acquisition announcement 

and thus the value creation is only accounted for short-term value creation. However, the efficient 

market hypothesis which is discussed at a later point, says that an efficient market is able to take 

all value creation (short- and long-term) into account (Basu, 1977).  

The sample data size for the statistical evaluation is impeded by the relatively small number of 

deals taking the especially the bankruptcy character and the deal region Europe into 

consideration. Therefore, the event study methodology poses limitations. It holds true that the 

larger the sample size and the stronger the homogeneity is, the less factors will distort the 

abnormal returns (King et al., 2004).  . Thus, in order to outbalance the sample size limitation, the 

sample is drawn only from Europe to be able to create a more homogeneous environment. 

Furthermore, this homogeneous environment is supported by the overall short-term time window 

of about six years. A greater time window would increase the sample size but might also decrease 

the homogeneity. Furthermore, the examined transactions are not differentiated between the 

diverse types of transaction like it was carried out though a share or cash deal because that would 

have decreased the sample size to become non-meaningful. In addition, the individual different 

acquisition types can have different rationales and might not be undertaken because of the 

assumed intention (i.e. discount prices). Due to the lack of the information about the true deal 

reason, a differentiation could not been made. A further and clear limitation is that there are a 

numbers of factors generally impacting the value creation and the stock returns of an acquiring 

firm. It is important to mention that not all these variables can be considered in this thesis. 

Therefore, there are aspects which have not been considered in this thesis which may have 

affected the value creation in the investigated acquisitions. All analyzed data is limited to the 

individual accessibility.  
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2. Research method 

The following chapter presents the adopted scientific view, the research approach and the applied 

methodology within this study. Further, this chapter describes how the scientific view is linked to 

this study and how value is created through the applied methodology. Also, a description is 

provided on how data was collected where also the validity and reliability of the collected 

information is discussed. 

2.1 Scientific view 

The generated knowledge in this thesis is based on a phenomenon observed in reality. Every 

study needs to give a guideline about its research paradigm in order to elucidate how the 

researcher perceives and relates to reality. This is necessary because different perceptions of 

reality and distinctive views within scientific research approaches are common. The research 

paradigm tries to explain ontology, epistemology and the methodology of the study. Ontology 

can be described as what exists and as a view on the nature of reality evaluating how the reality is 

seen. The term epistemology is the link between the researcher and the research material 

concerning how knowledge is created. How the questioner should acquire knowledge is described 

by the methodology (Guba, 1990).  

Related to that, the most basic and classic paradigms are positivism and constructivism (Bryman 

& Bell, 2011). The positivism paradigm implies that it is possible to abstract a degree of 

objective knowledge from perception and inductive logic. This is founded on the state that an 

objective reality exists independently of consciousness (Bryman & Bell, 2011). On the other hand 

the dogma of constructivism implies that such a reality does not exist and is rather a social 

phenomenon as the reality is a made up construction. Further, constructivism assumes that reality 

is complex and cannot be interpreted completely resulting in biased inside the research.   

Within this thesis the positivism viewpoint is seen as the most satisfactory. As it is believed that 

there is a single reality within this study, which can be measured and known, this thesis uses 

quantitative methods to measure this reality. The applied statistical method, the event study 

methodology, focuses on reliable and valid data to find this reality as well as create knowledge.  
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2.2 Research approach 

An adequate research approach must be chosen in order to be able to find the answers to the 

above mentioned research questions. This thesis is more quantitative based rather than qualitative 

as it uses financial data such as stock prices to test the developed hypothesis. The rationale 

behind a quantitative method is to excrete factors which cannot be verified in another way that 

effective.  However, some qualitative aspects in regards of literature review and theoretical 

rationales for M&A are also considered.  

The first step in research is generally to decide between two types of reasoning, deductive or 

inductive. This is the basis for a better understanding of the relationship between theory and 

research (Bryman & Bell, 2011). The inductive way, is the opposite of deductive reasoning in 

that the theory is generated out of the research (Bryman & Bell, 2011). Inductive research is more 

a bottom-up approach to build up knowledge. Here it is required to use observations and data to 

find patterns and regularities to develop reasonable hypotheses that will lead to general 

conclusion (Babbie, 2001). On the other hand, the deductive approach is more explained by the 

means of hypotheses. These are derived from the propositions of the theory. Thus, the deductive 

way is concerned with deducting conclusions from propositions or premises. This is concerned 

with finding hypotheses based on related theories and past research gaps where the next step is to 

develop a research strategy to test these hypotheses through implementation of a relevant 

methodology (Wilson, 2010). 

The major approach of this thesis is the deductive approach as the aim of this thesis is to use a 

statistical methodology based on new data to either confirm or reject the developed hypotheses.  

2.3 Methodology  

2.3.1 The efficient markets framework 

The key assumption of the applied methodology in this thesis relies on an efficient market. An 

efficient market is defined as one in which a stock price completely incorporates all available 

information on that security and that stock prices generally provide precise signals for optimal 

resource allocation (Fama, 1970; Firth, 1979). Furthermore, new information is directly 

incorporated in the stock price via an unbiased way. Regarding the efficient market hypothesis 

the price of a security is always 'correct' and represents the best judgement (of the stock market) 
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of the economic value of the ownership of the share (Firth, 1979). Overall, there are three 

common variants in which the efficient-market hypothesis is generally stated: weak, semi-strong 

and strong. Here, every form has different implications for how markets work. The weak form 

states that stock prices reflect all information contained in historical prices. The second form, the 

semi-strong, form asserts that current stock prices reflect not only past price information but also 

all publicly available information. Lastly, the strong form of the market efficiency hypothesis 

asserts that current stock prices reflect all relevant information, including private (-insider) 

information (Malkiel, 1991). 

Event studies are a great method to measure market efficiency and to determine the impact of a 

given event on security prices. For this thesis it is assumed that the efficient market hypothesis 

holds and thus the examined stock price movements around the individual acquisitions events 

provide the true economic impact of an event. Furthermore, it is assumed that based on new 

public information, the market is considered to follow the semi-strong version of the hypothesis 

as the stock prices react most noticeably on only the relevant obviously and publicly available 

information. Thus, this study also indirectly tests this semi-strong form of the efficient market 

hypothesis. The event methodology used in this study consists of comparing the overall market 

pooled in an applicable index with stock prices subsequent to the takeover announcement. This 

will return the stock market's assessment of the gains and losses of the individual transactions.  

2.3.2 Data criteria and data collection 

The time specific character of non-crises and after-crisis does separate the data sample into two 

overall groups. The financial crisis is assumed to start on 01.01.2008 and ends on 31.12.2009. 

The post-crisis data is collected between 01.03.2010 and 31.12.2013. The reason for not taking 

data after 2013 into account is based on the fact that there is no bankruptcy data after that date 

available. The time of the crisis is set to the mentioned date frame because first it became 

apparent at the end of 2007 that the financial market in the United States could not solve the 

subprime crisis on its own causing the problems to affect also markets beyond the United States’ 

border including Europe. Therefore the 01.01.2008 as starting date for the European crisis and the 

underlying analysis seems reasonable as some needed reaction time of the M&A market in 

Europe can be assumed. Second, the collapse of Lehman Brothers in September 2008 affecting 

the whole markets supports the set start date. The end date is set on 31.12.2009 because it is 
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assumed that the crisis in Europe has reached its strongest effects with the announcement of 

Greece`s budget deficit in November 2009. The European bond market already shows the 

recovery phase from January 2010. The small gap between the end of the crisis date and 

beginning of post-crisis is set like this on purpose in order to avoid data skew from being too 

close to the crisis data. To set the data on totally equal basis, the non-bankruptcy acquisitions are 

also validated only until 31.12.2013.  Because the stronger the homogeneity is, the fewer factors 

will distort the abnormal returns within the event study, this thesis builds an environment as 

homogenous as possible. To avoid data skewness the data has been chosen in a manner to have 

an assumed normal distribution. Therefore this study considers only acquisitions within the 

European Union since they face comparable regulations and governances.  

The overall sample data between the timeframe of  01.01.2008 and ends at 31.12.2013 consists of 

22,083 non-bankruptcy and of 141 bankruptcy announced transactions made by public listed 

European companies operating across all industry sectors. The deal data and information was 

obtained from Thomson One Banker database. The data on stock prices as well as index returns 

for the whole sample was gathered from Bloomberg and Yahoo Finance. These stock data are the 

daily adjusted closed prices for the individual listed acquirer. However, some deals could not 

been considered because the relevant stock information was not available due the fact that the 

stock has been taken off the market, the ticker symbol has been changed or the acquirer was 

merged or acquired by another company. Within the bankruptcy data set 20 bankrupt transaction 

could not be recorded leading to a final sample size of 121 bankruptcy deals. Within the non-

bankrupt acquisition data set 7,709 deals could not be considered based on the above mentioned 

facts. This leaves a total of 14,374 deals for non-bankrupt transactions. 

These final transaction data had to meet numerous requirements to be included. Thus, the 

following criteria had to be met: First, since this study focuses on only Europe the acquirer nation 

had to be within Europe. Second, as this thesis applies the event study methodology the acquirer 

is a public traded European company with available stock price data from Bloomberg. As 

bankruptcy data is pretty limited data was on purpose selected this way and thus criteria such as 

target status. The announcement of that deal was considered sufficient enough for as the value 

creation period. Thus the deal status of completed, pending, withdrawn, status unknown or 

intended was not a excluding criteria. Furthermore, for deals that were announced on a non-

trading day or where stock price information was not available (i.e. closed stock exchange) 
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within the event window, the previous available stock price was used as a rough estimation. In 

total 14,495 transactions are included in the final sample, where individual companies might have 

done several deals within the time frame.1   

As this thesis goes also more into the detail of analyzing the bankruptcy character not only the 

time period during and post crisis is important. A further data criteria for the evaluating of 

manufacturing performance is the target`s Standard Industrial Classification (“SIC”) code ranging 

between 2000-39992.  The SIC code is a system for classifying industries by this four-digit code 

and thus the targets could be filtered for the manufacturing  character. This deal character further 

separated the 121 bankrupt transactions into two groups of bankrupt manufacturing (N=47) and 

bankrupt non-manufacturing (N=74) acquisitions. 

2.3.3 Event study methodology 

To be able to measure the performance on acquisitions the event study methodology is applied 

within this thesis as it is the most feasible for the large amount of observations. In line with prior 

scholars and research (Datta, 1992; Haleblian et al., 2009; King et al., 2004) this methodology is 

the most applicable and most direct approach for the developed questions and hypotheses. The 

event study methodology tracks the changes in the stock price of a public traded company if an 

event, such as an acquisition, appears (Brown & Warner, 1980). Event studies have been 

conducted in numerous studies in the field of M&A and tend to be among the most frequently 

applied methodology for evaluating short-term post-acquisition performance (King et al., 2004).   

There are several advantages of the use of this methodology. First, the event study methodology 

is a great method for analyzing a large sample of companies. Second, the degree of value created 

can be directly evaluated across the observations as it is the market`s instant response to an event. 

Third, this method is relatively straightforward and easy to apply compared to other methods (i.e. 

discounted cash flow) attacking also a big sample size where other methods would be limited. 

While there is no unique structure of the event study, there is a general flow of the analysis. The 

event study methodology follows the general steps as: first event definition, second estimation of 

1Even though several scholars (Brauer & Wiersema 2012; McNamara et al., 2008) do not include financial services 
companies as the regulatory environment and stakeholders` response to M&As have been found to be different for 
those kind of firms. However, this thesis did include those companies since financial institutions are active acquires 
of bankrupt targets (Gilson, 2010)  
2 Based on U.S. Securities & Exchange Commission 
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normal returns, third calculating abnormal returns and fourth statistical test (Wells, 2004; 

Bowman, 1983). 

1. Event definition 

The event day (t = 0) is defined by the announcement day of an acquisition (Ebneth & Teuvsen, 

2007). This announcement day is the official completion of an acquisition and is therefore of 

major interest. It will adapt the new information and will reflect the M&A success either 

positively or negatively trough the stock price of the listed acquirer. This stock price reaction can 

however be seen a little belated or even already previous to the event day because of leaked or 

insider information. Therefore, it is necessary within this investigation to collect data of 

companies that first went through such an M&A event and second to set a selected time interval 

— the event window (Figure 1). This event window surrounds the announcement day (t=0) and 

thus takes the above mentioned information adaption before and after the event day into account. 

The analyzed data includes the announcement date (e.g. first announcement date of a M&A 

event), the stock prices of the individual firm before and after the event (-15 to +15 days, the 

event window), and the individual transactions details including the target SIC-code so that it is 

possible to categorize them into different groups (manufacturing vs. non-manufacturing). 

 

 

 

2. Estimation of Normal Returns 

In order to evaluate the strength of a M&A transaction on the market value of a company, within 

the event window, the actual stock return is compared to an index return. Here, this index return 

represents the general market portfolio and any excess return of the market return can thus be 

defined as outperforming and abnormal. Several approaches are available to calculate this 

abnormal return of a given security. These approaches can be loosely grouped into two categories 

— statistical and economic (MacKinlay, 1997). Statistical models rely on statistical assumptions 

tracking stock price movements, whereas economic models also contain some economic 

constraints, usually based on economic influences (MacKinlay, 1997). 

Figure 1: Event window, Source: Author`s own contribution 
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The most common economic models are the arbitrage pricing model (APM) and the capital asset 

pricing model (CAPM). Even though the models theoretically should have greater an explanatory 

power, some scholars have criticized them. They claim that these models distort the results and 

are unreliable when calculating the abnormal returns (Banz, 1981; Seyhun, 1988). 

Wells (2004) describes three most common statistical models to calculate the abnormal return: 

the mean-adjusted model, the market-adjusted model and the market model.  

The most simplistic model out of these three is the mean-adjusted model. It assumes that each 

security`s expected return is equivalent to its historic mean return. The mean return is used as a 

benchmark for the company`s stock returns during an event period (Wells, 2004). Therefore, the 

difference from the actual returns and the average historic returns equals the abnormal returns. 

However, this model does not include market-wide movements where this thesis also focuses on 

the effects of different macroeconomic states. In consequence this model is not appropriate for 

this thesis. 

The market-adjusted model is similar to the mean-adjusted model but it uses the market`s mean 

returns as a benchmark. Thus it eliminates the weakness the mean-adjusted model by including 

the market movements. It assumes that the returns are equal for all stocks but not essentially 

constant. Each company`s return is compared to the markets return during the event period and 

this difference will generate here the abnormal returns. These market returns are expressed by an 

appropriate index.  

Lastly, the market model when tested empirically usually provides stronger and more reliable 

results compared to other models (MacKinlay, 1997). Thus it can be seen as the most 

sophisticated model. It takes not only the individual stock`s beta into consideration but also the 

market-wide movements.  The difference among the residuals returns and the realized returns are 

the abnormal returns. This model can be described as an ordinary least squad (OLS) regression 

model in which the return on the security is the independent variable and a return on an 

applicable index is the explanatory variable. It takes also an estimation window of about 200 

trading days prior to the event into account in order to predict a projected future stock price. The 

market model is the most frequently and commonly used in event studies.  
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While the market model is the most common one, based on the aforementioned arguments, the 

market-adjusted model is considered the best fit for this thesis. Brown & Warner (1980) 

concluded based on their study that the market-adjusted model is a robust model leading also to 

great result. The rational for selecting this model instead of using the market model, is the impact 

of the financial crisis and its rather short-time impact with only about two years of data. Thus, the 

market model with its long-term estimation window would lead to evaluation mistakes as the 

volatile market of the financial crisis was not normal. Furthermore, the assumed stable beta 

within this model would not reflect the impact of the economic change (Dotan & Offer, 1984). In 

conclusion, the calculated estimation of normal returns as well as the beta of the market model 

would skew data for this thesis. 

The abnormal returns are calculated as mentioned on the basis on normal returns. It is therefore 

necessary to calculate each security`s daily return. These daily returns are calculated using the 

following formula:  

 

Rit is the return on stock i for day t whereas Pi,t is the price of stock i at day t. The natural 

logarithm is applied to avoid average bias. The calculation of abnormal returns is based on the 

individual daily stock returns and benchmark industry index returns. The difference can be 

calculated with the following equation:  

 

ARit is the abnormal return of the stock i at day where Rmt the index return and Rit the stock return 

at day t represent. 

3. Calculation of Abnormal Returns 

Within the next step the individual daily abnormal returns for the specific companies are 

aggregated across all companies in the applied sample for each day (Wells, 2004).  As it is 

necessary to determine whether the M&A event created good or bad returns on average, 

standardized average abnormal returns (AAR) need to calculated. 

12 
 



 

 

 

 

This results in the arithmetic mean by averaging these residuals where N is the number of firms 

in the sample. By cumulating the periodic (event window) average residuals over the period t, the 

cumulative average abnormal return (CAAR) is found which is then defined by this formula: 

 

 

 

L defines here the number of trading days around the announcement date (event window). 

4. The Significance of Abnormal Returns 

The last step in an event study is to test aggregated returns statistically. The goal is to see if the 

abnormal returns (average and cumulated average) are significantly different from zero. Here, 

parametric tests like the t-test are widely applied to test the cumulative abnormal returns within 

this event study. However, this is based on a numerous assumptions and in this case the most 

meaningful one is that returns pursue a normal distribution (Brown & Warner, 1980).  Following 

Serra (2002) the significance and the parametric t-test of the average abnormal return as well as 

the cumulated average abnormal return within the event period is calculated with the following 

formulas: 
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With these statistical testing the goal is to be able to accept or reject the hypotheses. In order to 

do so the CAAR within the event window [-5; +5] will be the major focus because it is found to 

capture more of the announcement effect than the single event day. But also an extended event 

window [-15; +15] will be considered in order to also have a wider view. Prior the event day 

some information could be leaked into public and some information might become public also 

after the real acquisition announcement. To be able to compare the samples and to test the 

hypothesis, it is necessary to compare means. The mean comparison of the individual AAR or 

CAAR is a simple subtraction of the two examined control groups. This mean difference is 

calculated in line with the underlying research topic and a negative number indicates that the 

primary control group is indeed having greater returns. The t-test comparing means is finally the 

basis to be able to compare the samples and to determine the truth of hypothesis. The mean 

comparison is further statistically tested with the so called Welch's t-test. This test is a two-

sample location test which is used to test hypothesis of two populations having non-equal means. 

Welch's t-test a reliable and recommended (Moser & Stevens, 1992) when the two samples have 

unequal variances and unequal sample sizes. Welch's t-test defines the statistic t by the following 

formula: 

 

 

where 𝑋𝑋1, s1
2 and N1 are the first sample mean, sample variance and sample size, respectively. 

The index number one characterizes the control group for the underlying hypothesis. The formula 

for the degrees of freedom used for the p-value calculation is known as the Welch-Sattertwaite-

equation and is calculated as (Moser & Stevens, 1992): 

 

 

It should be noted that, thus the null hypothesis within this study is that the means of two control 

groups are equal (H0: µ1 − µ2 = 0). The alternative hypotheses are set in the in the following 
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manner that the underlying control group has statically higher average returns than the other 

control group (Hx : δ3 ≠ 0) 

To determine if the null hypothesis can be rejected a p-value test will be executed. The smaller 

the p-value, the lower is also the probability that the null hypothesis indeed is true. However, 

choosing a confidence level which is too low might end up in a rejection of a hypothesis which is 

true (Type 1 error). Further, selecting a confidence level which is too high creates a risk of 

accepting hypothesis which does not hold true (Type 2 error).  

In accordance to prior event studies the significance level is set to 5% (p = 0.05) and 10% (p = 

0.1) within the statistical tests. This indicates that p-values less than p = 0.05 result in a rejection 

of the null hypothesis, where p-values below 0.10 indicate some statistical significance. The 

statistical results showing a significance level of below 10% are highlighted with stars right next 

to the p-value. Here, one star (*) implies a significance level less than 10% (P < 0.1), two stars 

(**) a level of below 5% (P < 0.05) and three stars (***) denote a level less than 1% (P < 0.01). 

2.3.4 Limitations of the event study methodology  

The event study methodology has been seen in several empirical analyses investigating especially 

the effect of M&A announcements. This research method proved to be beneficial in most of the 

underlying studies. However, this model has still some limitations. 

Firstly, the event study methodology assumes the market to be efficient. This assumption does 

not hold true in several situations. Some investors have a longer reaction time upon public deal 

announcements and thus the overall respond time is more randomly. Consequently, if the market 

does not respond to the public available information and the efficient market theory is violated, 

an event study could lead to deceptive interpretations.   

Secondly, as the event windows are mostly set to be short- term, the event study methodology 

delivers results only on the short-term impact on shareholders and does not consider numerous 

other effects of the event. Simultaneous events in different stocks, dividend payments or earning 

announcements could weaken or support one another, which would result in abnormal returns 

3 Where δ = µ1 − µ2,  
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being not caused by the specific event of interest. Furthermore, for example possible negative 

long-term returns after an acquisition might not be captured (Abhyankar et al., 2005).  

Thirdly, the stock market data typically cannot address the internal dynamics. It is required by the 

strategic management to understand these internal dynamics that give rise to shareholder wealth 

(Bromiley et al., 1988). Prior research in fields of finance examined mergers and diversifications 

in terms of changes in stockholder wealth. The findings concluded from a management 

perspective, the underlying causes of such returns are critical (Bromiley et al., 1988). It is more 

unclear whether the returns upon these events come from market power or from direct operating 

synergies. In real applications, different acquisitions vary greatly in such properties. While it is of 

great interest to know and to find out the true effects of different merger strategies on stock 

returns, it is at least as essential to comprehend how such differences in returns are generated. 

Therefore, the event study might not clearly be able based on the stock price returns,  to examine 

whether an event changed the productivity of a corporation, gave it additional influence in 

product markets, increased its capabilities, impacted on its ability to adapt, or changed its impact 

on society, (Bromiley et al., 1988). 

Lastly, insider information might influence the real effect of the deal announcement and thus the 

results of the event study. The event study methodology relies on the semi-strong form of the 

market efficiency hypothesis and thus assumes that the overall market does not have any 

information of the event prior to the public announcement. However, leaked information through 

insider trading or insider knowledge could lead to difficulties and skewedness within the study. 

Despite all limitations in the event study methodology, within this thesis it is assumed that not 

any of the fundamental assumptions of the event study are violated to a point which ends in non-

reliable research results.  Furthermore, the returns on stock prices are assumed based on prior 

research to be the most applicable source of identifying the value creation effect for acquirers 

upon the deal announcement.  
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2.4 Research plan 

In order to answer the underlying research question and hypotheses, the remainder of this thesis 

is organized in the following way. Part 3 will give an introduction into M&A by its definition as 

well as further overview the of M&A activity between 2008 and 2014 in Europe. It gives a short 

overview of the impact of the financial crises and its post-M&A landscape regarding the overall 

deal activity as well as specially the bankruptcy deal activity. Section 4 reviews a variety of 

literature on M&A performance in general, and its wealth effects for acquirers of bankruptcy 

targets. Moreover, theoretical considerations on the possible effects of M&A activity will be 

provided. In part 5 the theoretical strategic and financial rationales for undertaking M&As and its 

potential for value creation is considered. This leads to the research hypotheses to be tested and 

analyzed through several event studies in part 7 of this thesis. The empirical results of this study 

are revealed and discussed in part 8. Finally, Chapter 9 will provide the conclusions that can be 

based on the findings of this thesis where also suggestions for future research will be given. 

Figure 2 gives an overview of the overall structure of the further parts of the thesis. 

 

 

Figure 2: Research plan, Source: Author`s own contribution  
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3. Mergers & Acquisitions between 2008 - 2014 in Europe   

3. 1 Definitions 

3.1.1 Mergers & Acquisitions 

A definition for a merger is given by Weinberg and Blank (1979) who states that a merger is a 

process whereby the assets of two individual firms become consolidated in or under the control of 

one single firm. This one firm can or cannot be one of the original two firms. Gall (1991) adds to 

this by mentioning that “mergers occur between two more or less equally sized firms”. The word 

acquisition is then defined as “the purchase of a smaller company by a much larger company” 

(Capron 1999).  Scharf C. A., (1971) defines the term acquisition as any transaction in which a 

potential buyer acquirers all or just parts of the firm`s assets. Besides that it can be also the 

acquisition of part of stock or other securities of the seller. This acquisition is closed among the 

buyer and the seller if both are willing to negotiate and are willing to agree on this transaction. 

Nevertheless, there are different types of acquisition. The most common two types of acquisition 

that have been practiced in most organizations are stock acquisition and asset acquisition. A stock 

acquisition is a transaction in which all or a part of the outstanding stock of the seller is bought 

from its shareholders. An asset acquisition is a transaction in which the buyer purchases all or a 

part of the assets in a business (Marimuthu, 2008). However, it should be noted that for this study 

on M&A that the collected data is based on all types of M&A. For this thesis, the words M&, 

acquisition, takeover and transaction carry the same meaning. By combining the two statements 

`merger` and `acquisition`, M&A’s can be referred to as the combination of at least two 

businesses into one business.  

3.1.2 Bankruptcy 

Although regimes are unlike across the European countries, bankruptcy is a measure of last 

resort. In general, the bankruptcy status of a firm means that it is unable to meet its obligations. 

Here, two major risks can drive a company into a bankrupt situation.  

Firstly, the business risk is the risk that the firm is unable to cover its operating costs. Here one 

indicator is the operating leverage saying the higher the company`s operating leverage the higher 

its business risk. Furthermore, a sufficient revenue and cost stability lowers the business risk. In 

general, the business risk can vary a lot between different companies. This business risk is not 
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affected by the individual capital structure but the capital structures tend to be low leveraged for 

companies with a high business risk.  

Secondly, the financial risk in contrast is directly affected by the chosen capital structure. This 

assumes that a distressed debtor has unsuccessfully negotiated all possible remedies with his 

creditors and has legally declared that he is unable to pay its debts obligation. Thus, the 

corporation becomes insolvent meaning that the company`s liabilities exceed its assets or that the 

company`s current cash flows are not sufficient enough to meet the present debts. The financial 

risk is driven by the level of fixed-costs. A bankruptcy declaration may cause reorganization or 

turnaround procedures.  This may be implemented through liquidation of the company asset parts 

or through the liquidation of the whole company. Another process may be to reorganize the 

outstanding debt.  

ThomsonOne being used as the data pool for this thesis defines the bankruptcy deals as deals 

where the acquirers’ targets declared their official bankruptcy status and are not just financial 

distressed. Therefore the investigated bankruptcy acquisitions within this thesis are also defined 

as the acquisitions of real bankrupt targets.  

3.2 Mergers & Acquisitions during the financial crisis of 2008 – 2010 

3.2.1 Short outline 

The mortgage market in the USA has created the most terrible recession to the international 

economy since the Great Depression in the 1930`s (European Commission, 2009). This crisis of 

2008 – 2010 was based on low interest rates following rapid credit growth and had a noteworthy 

impact on the M&A environment. Loans were granted with “teaser raters” without liquidity 

backup reviews. These increased demand for houses and prices in the real estate sector 

skyrocketed creating a bubble. The way too high leveraged positions made banks very vulnerable 

to even small corrections within the asset markets.  Thus, as a consequence just a small change of 

the financial system was sufficient enough in 2006 to let the whole housing market burst 

triggering slowly the financial crisis in 2006 (Acharya et al., 2009). As housing prices declined 

homeowners owned more money on their mortgage than their house was really worth. 

Consequently, they did not have any incentive to pay down their mortgages. 
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The combination of these factors led to a lack of liquidity income among banks as this shortage 

increased the difficulty for rolling over their individual debt. The likelihood of a solvency failure 

of also the financial institutions increased and with the default of Lehman Brothers in September 

2008 the crises faced its peak. Following this default several other important institutions like 

Merrill Lynch, Fannie Mae or AIG defaulted in 2008 (Altman, 2009).  

This crisis consequently resulted in an overall confidence collapse and a lot of shareholders sold 

their equities which let stock prices fall even more. In December 2008 stock markets were down 

40 to 50 percent from their January levels. As financial institutions restricted lending and as the 

weakened confidence also affected the household and business investment demand as well as 

increased unemployment, the real impact on the economy was clear. The vicious cycle in the 

United States transferred cross-border very quickly, due to the tight links within finical systems 

and the strongly connected global supply chains of international products (European Commission 

Report, 2009). The financial crisis with its roots in the United States became a global crisis 

affecting also the European economic heavily. The direct consequences in Europe were inter alia 

that an increasing number of firms went into bankruptcy. 

3.2.2 Merger & Acquisition activity during the crisis 

The global financial crisis changed the landscape for M&A in Europe.  After a continuously 

growth of M&A volume and value over the years before the crises, the European M&A industry 

went from an total deal value of EUR 1,100 billion and 6,600 transactions in 2007 down to a 

combined deal value of EUR 330 billion and 3,700 deals in 2009 (Mergermarket EU, 2010). The 

default of Lehman Brothers and as mentioned, the peak of the crisis in 2008, affected the M&A 

environment the most significantly which could be seen in the decrease deal value and volume. 

This relatively hard hit in Europe is pictured in Figure 3 but also shows the low recovery after the 

year 2010.  
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Notes: Based on announced deals, excluding those that lapsed or were withdrawn, where the dominant location of the target is in 
Europe. Redline represents the moving average trend line 

Figure 3: European quarterly M&A activity 2004 - 2010, Source: Mergermarket EU, 2010 

Having such an impact on the European M&A industry it might open possibilities for strong 

players which have not been hit hard. It is thus a major point to look at within the scope of this 

thesis.  

3.3 Mergers & Acquisitions during the years 2010-2014  

3.3.1 Short outline 

The time post-2008 crises, signals positive signs based on a global change since market activity 

went up again. Multiple factors are fueling the resurgence. Since the financial crises the overall 

market has revered again in 2010. This recovery is driven by cheap credit (low interest rates), 

corporate profits continuing to rise, and generally strong performance by global equity markets 

(BCG, 2014). Furthermore, a less uncertain economic outlook, and financial capability as well as 

high levels of M&A-interest on the part of both private-equity firms and corporations made a 

positive situation for the years post crises.   

3.3.2 Merger & Acquisition activity after the crises 

After furrowing a deep trough in the years following 2008, the M&A market has recovered to the 

levels of pre-crises (BCG, 2014). The European M&A market improved significantly from after 

the crisis to the year of 2010, with deal value and deal volume increasing by 26.6% and 50.4%, 
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respectively.  Until 2014 the moving average of deal value and deal volume increased. From 

2009 with a combined deal value of approximately EUR 330 billion and a combined volume of 

about 3,700 deals, the European M&A market developed positively until 2014. In 2014 the 

combined deal value was about EUR 660 billion and the combined volume accounted for 

approximately 6,600 M&A transactions (Mergermarket EU, 2014). Notably, the European M&A 

landscape has quickly morphed into a global hotspot for megadeals over the past years and Figure 

4 shows the steady improving M&A market in Europe. It shows that following an anemic 2011 

and a slow development in 2012, whereas the M&A market stabilized in 2013. 

 

 

Notes: Based on announced deals, excluding those that lapsed or were withdrawn, where the dominant location of the target is in 
Europe. Redline represents the moving average trend line 

Figure 4: European quarterly M&A activity 2008 - 2014, Source: Mergermarket EU, 2014 

The European deal value and volume is clearly higher in the post-crisis times indicating that the 

market sees a lot of value creation potential in times of economic boom.  

3.4 Bankruptcy acquisitions 2008 – 2014  

Research revealed that during a crisis the amount of bankruptcy deals increase compared to non-

crisis times (Baird & Rasmussen, 2003). However in European market seems to be different from 

prior research. Due to the fact that there has been no official data presented yet on the bankruptcy 

acquisitions in Europe, Figure 5 on page 23 shows the bankruptcy acquisitions in Europe based 
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on the evaluated data within this thesis. The financial crisis 2008 and 2009 displays 

controversially to the post crisis time window, a smaller amount of total bankruptcy acquisitions.  

In line with the general European M&A activity the years 2010 and 2011 have been the peak 

times also for bankruptcy acquisitions concerning the volume. 2012 is however also showing a 

weakened development whereas in 2013 the acquisition of bankrupt target increased again to 

about 30.  Thus, the acquirers seem to be more risk averse and are more likely to be interested to 

bankrupt targets during economic stable times.  

 

 

Figure 5: Bankruptcy acquisitions in Europe, Source: Author`s own contribution 

Thus, the overall bankrupt acquisitions seem to be more present in times of non-crises periods of 

time. Here they follow the route of the general European M&A activity where the peak of 

bankruptcy acquisitions could be seen in the years 2010 and 2011. 
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4. Review of literature 

Research covering M&A and its effects is a very popular topic among scholars. However, the 

focus has mainly been on the US market resulting in a relatively scarce amount of literature for 

Europe. A review of over 100 papers related to M&A showed to be covering the United States in 

more than 85% of the cases (Beitel & Schiereck, 2001). This limitation of literature on Europe 

has however no noteworthy effect as the theoretical outcomes of the US based research can be 

assumed to be applicable to Europe. Thus, the following literature review does not make a 

geographically differentiation.  

  

Within the past decades, the evaluation on M&A performance has increasingly gained attention 

throughout research in various academic areas (Bruner, 2002; Haleblian et al., 2009). Even 

though scholars found some substantial common results, there is still a large amount of diverse 

empirical evidence and there has been considerable disagreement among scholars if or why M&A 

can increase value of the acquirer. Here, especially disagreement is seen regarding the factors 

which moderate the performance of acquirers on a short-term basis (Halebian et al., 2009). Most 

researchers have focused on abnormal returns to analyze the post-acquisition situation. Based on 

the research questions the subsequent part reviews first literature on the overall acquisition 

performance and the characteristics of M&A, before aiming particular on bankruptcy 

acquisitions. 

4.1 Value creation through Mergers & Acquisitions 

A number of scholars have found empirical evidence against the general opinion that acquisitions 

create value for the acquirers. Within the literature of acquisition there is agreement that on 

average the performed acquisitions are not necessarily value creating for acquirers at the end, 

neither on the short-term perspective (Asquith et al., 1983; Jarell et al., 1988; Jensen & Ruback, 

1983) nor the long-term view (Aghion & Bolton, 1992a; Asquith et al., 1983; Loderer & Martin, 

1992).  Target companies benefit in the short- and long-term from acquisitions (Goergen & 

Renneboog, 2004). In regards to recent research (Bruner, 2002; Datta, 1992; King et al., 2004), 

scholars found on the other hand that the returns for acquirers vary from negative (Schwert, 

2000) to only slightly positive (Andrade et al., 2001). This phenomenon is in within the idea of 

efficient market hypotheses and can be explained by the fact that buyers do overpay. Offer prices 
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are driven up by the competitive bidding environment for public listed companies resulting in a 

likely future value capitalized by the price paid to the sell side (Morchk et al., 1990; Varaiya & 

Ferris, 1987). In some cases acquiring companies even have a tendency to pay an amount which 

is above the possible future value, for instance in a situation of overestimated synergies. In 

accordance to acquisition research and literature (Varaiya & Ferris, 1987), this effect can be also 

referred to as the “the winner’s curse” since the winning acquirers have a tendency to realize 

nearly zero returns or even to realize negative returns (King et al., 2004).  

To uncover factors and situations under which M&A transactions are indeed value creating (also 

for acquirers), scholars have turned their focus on particular types of acquisitions. Their findings 

present that specific firm, environmental and also deal factors impact the buyers` returns and can 

explain why certain companies do win and others lose (Halebian et al., 2009).  

4.2 Mergers & Acquisitions within different market conditions 

Considering time periods, acquisitions often occur in short time intervals of intense deal activity. 

These intervals are also referred to as “M&A waves” throughout the literature (Carow et al., 

2004). M&A waves are often directly linked to the economic situation and show a change of a 

relatively low level of deal activity to a high deal activity level (Andrade et al., 2001). Times of 

financial crisis are thus directly correlated to the behavior of these M&A waves as the overall 

M&A activity is affected within downturns. Further, the time of the economic upswing brings up 

the M&A deal activity to a high level.  Several scholars suggest that episodic and temporal 

effects like M&A waves can have a heavy influence on overall returns of stocks upon the 

acquisitions announcements (Halebian et al., 2009). Here, studies on these M&A waves have 

evaluated particular performances of participating at different phases in an M&A wave (e.g. 

Carow, 2004; McNamara et al., 2008). Evidence through research shows positive abnormal 

returns for acquirers who participate at an early stage of the M&A waves (Carow et al. (2004). 

McNamara et al. (2008) went into more detail and analyzed acquisition waves in regards to 

industry sectors. He found inter alia that on average, that companies buying within a M&A wave 

yielded positive abnormal returns and late followers were punished by the market. Most 

interestingly, their findings also reveal that abnormal returns generally began to increase for 

companies buying at later stage, even though returns were noticeable positive for the early 

movers and contrastingly negative for the belated followers. In direct comparison, the worst 
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returns have been seen for acquirers being active at the top point of M&A waves. Scholars 

deduced that acquirers at such a peak of the wave can suffer from increased price pressures and 

bandwagon imitation. However, acquirers who participate belated in the M&A waves seem learn 

from observing the early mover strategies and to profit from first mover advantages. 

Contrastingly as mentioned above, acquirers especially at the height of M&A waves might suffer 

and achieve negative returns because they follow a fashionable M&A trend. 

4.3 Types of acquirers 

Looking on another factor which drives M&A outperformance, other scholars have looked into 

diverse types of acquirers and found that specific groups of buyers are indeed receiving positive 

abnormal returns. Their research present evidence that privately held companies on average have 

been purchased at lower purchase prices compared to public listed and traded firm (Koeplin et al., 

2000; Silber, 1991). Here, Silber (1991) finds a 20% - 40% discount on M&A transactions of 

private companies in relation to comparable acquisitions of public listed ones.  Chapron and Shen 

(2007) call this a “private firm discount”. On the one hand, they argue that this discount for the 

M&A market for private firms is found to be not as much liquid and therefor the deal process 

tends to be not as much as competitive than the market for public entities. On the other hand, 

private acquisitions may benefit from their non-public listing because of the stronger target 

monitoring post transaction, resulting in potential higher returns (Fuller et al., 2002). 

Furthermore, the total amount of accessible information on public listed entities highly differs 

from the information on private companies (Ragozzino & Reuer, 2009). This could enable buyers 

of private firms to get greater discounts as a compensation for the small marketability of privately 

held firms (Chapron & Shen, 2007). Concluding, the acquisition of non-public companies is 

observed throughout numerous research studies to gain remarkable higher abnormal returns than 

the acquisition of public firms due to discounted prices on private firms` value (Haleblian et 

al.,2009).  

4.4 Industry specific Mergers & Acquisitions 

Not only the group of buyers (public and non-public character) has been studied, but also 

industry specific M&A is of interest. Several studies have applied their analysis on M&A 

different industry sectors to determine whether value creation through M&A depends on a 

specific industry. As industry characteristics vary significantly, some industries may yield a 
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higher abnormal return than others. Besides numerous event studies which found negative 

returns, a few studies only focusing on single industries have observed a positive return for the 

questioned industries (Darkow et al., 2008; Laabs & Schireck, 2010; Ebneht & Theuvesen, 

2007). For example, the logistics industry yielded significant positive abnormal returns in 

comparison to diversification (Darkow et al., 2008). Furthermore, focusing on the manufacturing 

industry such as the automotive sector evidence has been found significant for positive returns to 

acquiring companies who focused on the automotive industry (Schiereck, 2010). 

4.5 Bankruptcy acquisition 

Although, several academics have investigated the fields of debt restructuring and distressed 

firms in regards to M&A performance (Gilson, 2010; John & Ofek 1995), studies as well as 

literature on the short-term performance on bankruptcy acquisition is from the current point of 

view still very limited and scarce. The finance and strategic management literature confirms that 

only a limited group of scholars offer studies on acquisitions of bankruptcy or financially 

troubled firms. The studies by Haw et al. (1987), Bruton et al. (1994) and Clark & Ofek (1994) 

investigate the market response and performance on acquisitions of distressed companies. 

Nevertheless they do not differentiate for cases of specifically bankruptcy. In their research Haw 

et al. (1987) compare the acquirers´ paid premiums of distressed companies and healthy 

companies. Further, the scholars try to determine likely reasons for the variations within 

premiums between distressed companies that were purchased. In their conclusion they point out 

the determinants which possible buyers assess, but their results do not find any answer for the 

question whether buyers actually can profit on acquisitions of financially troubled targets. Burton 

et al. (1994) examine a sample of 51 transactions of financially distressed firms and make a 

comparison of these to a control group of non-distressed acquisitions. Their results show that 

M&As within the same or related industry, in which buyers having prior acquisition experience, 

outperformed the acquirers within the troubled or distressed sample. However, these 

characteristics did not have any consequence at all on the acquisition returns in the control 

sample. Resulting, the scholars propose that tacit knowledge concerning the precise acquisition 

procedure and post-merger integration might be crucial characteristics for being a successful 

buyer of distressed firms. Clark & Ofek (1994) analyze 35 acquisitions which are attempts to 

reorganize and restructure troubled firms within the years 1981 and 1988. They conclude that 

deals within this distressed environment or with a distressed character, have a higher chance to 
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involve targets and bidders from the same industry sector. It is less likely that these deals involve 

hostile buyers than the overall set of acquisitions. In contrast, abnormal returns to targets and 

bidders throughout the deal announcement time window are not different from the ones found for 

the acquisitions of healthy companies. There is a positive relation between the abnormal returns 

following the deal announcement on the buyer’s share price and the long-term post-merger gains 

for the buyers on their initiated investments. The authors conclude that the general market is 

moderately capable to forecast if the acquisitions of financially troubled organizations is 

successful. Based on the very exceptional characteristics of bankruptcy processes like an 

immediate initiated injunction named the “automatic stay” and the management of a bankruptcy 

law court, the potential wealth effects from bankruptcy acquisition can considerably differ from 

the acquisition of distressed companies (Bartunek et al., 1995). Even though these effects might 

be negative, some characteristics may even cause bankruptcy acquisitions as more promising by 

the market in comparison to distressed acquisitions. Here, several studies (Bartunek et al., 1995; 

Hotchkiss & Mooradian, 1998; Jory & Madura, 2009; Faelten & Vitkova, 2014) do concentrate 

on the interesting and precise case of stock price reactions after acquisitions of companies that 

have filed for the case of bankruptcy. Bartunek et al. (1995) look at 35 bankruptcy acquisitions 

between 1978 and 1991. Their findings include that companies undertaking bankruptcy 

acquisitions realize more promising effects upon announcement than companies acquiring non-

bankrupt companies. Inside the sample of bankruptcy acquisitions, most notably transactions with 

positive target relatedness and no modest bidding faced the most noticeable share price reaction. 

The scholars propose as a probable reason that the overall market is able to foresee that the 

target`s present value exceeds the total costs of acquisition. Hotchkiss & Mooradian (1998) 

analyze a U.S. sample of 55 transactions and evaluate in their comparison the abnormal returns of 

bankruptcy to non-bankruptcy acquisitions. This empirical evaluation identifies clear positive 

abnormal returns upon the official deal announcement for the acquirers and the targets in the 

bankruptcy case. Further, they outline that these positive abnormal returns were not archived in 

healthy transactions and show that buyers of bankrupt organizations are in general within the 

same industry having prior relationships to the target. Therefore, they find that buyers need to be 

experienced in regards to both the utilization and the value estimation of the target`s assets. 314 

bankruptcy deal cases within the period 1985-2006 have been examined by Jory & Madura 

(2009).  Here, Jory & Madura determine market imperfection for these bankrupt firms, since 

buyers experience share price returns which are a significant positive upon announcement. This is 
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in accordance to the other mentioned studies (e.g. Bartunek et al., 1995; Hotchkiss & Mooradian, 

1998) saying that acquirers` wealth effects are greater if acquisitions are related and if 

acquisitions are made on only selected assets. This research does however not proof for long-term 

abnormal returns of bankruptcy acquisitions. Faelten & Vitkova (2014), examine transactions and 

especially acquisitions of financially distressed companies, including bankrupt firms based on a 

global sample. Their results include empirical evidence for positive abnormal returns for 

acquirers of troubled and bankrupt targets surrounding the day of announcement. This points out 

that the market is able to recognize these types of acquisition as value creating. However, the 

results include also that the performance of buyers disappears over the long-term view. The 

scholars suggest that the freshly merged organization benefits form a general performance 

enhancement in comparison to the united pre-acquisition performance.  

Overall, the evidence on distressed M&A or distressed acquisition is mixed and plentiful. 

However there are only a scare number of related studies which show positive and statistically 

significant abnormal returns around announcement for the buyers of specifically bankrupt 

companies. Interestingly, acquirers of bankruptcy companies appear to outperform a similar 

control sample of non-bankrupt firms. Particularly the relation acquirer-to-target is generally seen 

to be determinant that has proven to have positive effects on the share price upon the deal 

announcement. Since a lot aforementioned papers and studies examine a very scare amount of 

observations including a very short-time time window, they may be very easily biased regarding 

economic cyclicality or industry. As transactions or M&As, more precisely, deals with a 

bankruptcy character, fluctuate in line with the economic cycle, the performance of buyers might 

also differ over the period of time.   

Collectively, first, consistency of the outcomes of M&A performance over a short- term and long 

term period remains questionable due to diverse research results. Second, specific forms of 

acquisitions have been analyzed to uncover performance characters within M&A but mostly 

within the US. Third, the comparison of the acquirers’ performance of bankruptcy to non-

bankruptcy acquisitions might bring out results which can be seen as ambiguous based on the 

limited control samples or groups. Fourth, determinates to be able to uncover the differences of 

the specific performances within the group of buyers of bankrupt firms incline to be strongly 

generalist instead of precise.  
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Considering the limitations of the aforementioned studies, this thesis does cover more a recent 

and a larger sample, comparing bankruptcy and non-bankruptcy acquisitions. Here, especially 

bankruptcy acquisitions are examined in more detail. The different economic environments and 

industry sectors of these special types of acquisitions in Europe have not been studied in detail 

before. Even though some differences among public and private transactions have been 

identified, this thesis only considers public transactions due its focus on stock price reactions.  
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5. Theoretical rationales for Mergers & Acquisitions 

In order to understand the value creation of M&As for acquirers, the following part outlines the 

rationales behind corporate transactions. To understand why M&As are executed strategic 

motives and financial motives are revealed. Furthermore and as this thesis focuses especially on 

bankruptcy acquisitions, motivation for bankrupt targets are added. In general, the creation of 

value for an acquirer through M&A takes place for various reasons, e.g. expand the acquirer`s 

market share, create synergies, strengthen then competitive position or just grow non-organic. All 

of these reasons do have one thing in common; they mostly likely place the acquirer in a position 

ex-post that is superior to ex-ante (Manne, 1965). The markets monitor M&A activities precisely 

and a lot of public awareness surrounds a company`s takeover activities. Roll (1986) summarizes 

the value creation where corporate takeovers generate positive gains; target’s shareholders benefit 

and bidding company’s shareholders do not lose. 

5.1 Strategic rationales 

Berkovitch & Narayanan (1993) point out the three major strategic motives for takeovers: the 

synergy motive, the agency motive, and the hubris motive. Strategic drivers are generally dealing 

with the question why the acquirer is engaged in the deal. The agency motive has been proposed 

in literature (Firth, 1980) and suggests that acquisitions happen because they can improve the 

acquirer management`s welfare at the expense of acquirer shareholder.  The synergy motive 

proposes that acquisitions occur because of overall long-term economic gains resulting from 

merging the resources of two companies. The hubris hypothesis deals with the performance 

before acquisitions take place and states that managers make mistakes in evaluating target 

companies. They engage in acquisitions even when there is no synergy. 

5.1.1 The synergy motive 

The synergy motive suggests that the value of the merged companies is greater than the value of 

the two separate companies due to the realization of synergies (Seth et al., 2000). It assumes that 

managers of targets and acquirers maximize shareholder wealth and would take part in 

acquisition activity only if it results on gains to both sets of shareholders. Therefore, synergy 

realization enables these positive total gains to both target and acquirer (Berkovitch & 

Narayanan, 1993).  Frist, for horizontal acquisitions synergies enable gains from economies of 

scope creating cost savings in several products, economies of scale, or additional capacity in 
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some production elements such as financial or managerial control. Second, for vertical takeovers 

synergies occur from cost saving possibilities through the integration of the entire value chain 

and the improved supervision of operations.  

 

Transactions which are performed during bear markets involve greater synergy possibilities than 

the ones carried out during bull markets (Goel & Thakor, 2005). Goal and Thakor (2005) argue 

that synergies are here realizable in a more easy way, because attention shifts more on the 

optimization of efficiency rather than on the focus of aggressive growth. More precisely, during 

an economic downturn organizations analyze their own business, rethink their organizational 

structure, restructure to cut down unnecessary cost and clearly focus on their core business 

(Rhodes & Stelter, 2009). Those actions are necessary to survive while competition increases. 

Thus, these acquisitions facing a difficult economic period are more concentrating on the core 

value that can be generated during and through an acquisition. If M&As are made on the basis of 

this very critical target examination on the potential synergy, the long-term value created to the 

acquirer increases.  

 

Furthermore acquisitions of another company may also be defensive in nature. A large company 

may acquire a small but growing company if the small company has a significant competitive 

advantage over the large company, such as patents or important technology, or superior product 

offering. This can protect the acquirer from serious competitive consequences, as the small 

company may over time be able to grow on its own and eat into the large company’s business. 

However, there is a great risk of overestimating synergies which can result in overpaying for the 

target firm (Koller et al, 2010) 

5.1.2 The agency motive 

The Agency theory separates between the principal and the agent, leading to pricey incentive 

problems. The stockholders can be seen as the principal and the firm`s management acts as the 

agent carrying out the principals tasks. Because of conflicting interest among the two groups, 

where the management rather acts in its own interests instead of the shareholders’, the agency 

problem arises. These agency problems can result in for example overinvestment, entrenchment, 

empire building as well as extra expenditure (Thomsen, 2008).  
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Therefor takeovers may be done not only because of value creation for shareholders, but rather 

because it is the management`s self-interest. Shareholders do not have as much information about 

the firm as the management and exactly this separation of principal and agent enables the 

information asymmetry.  The agency-motivated acquisitions are therefore the key motive in 

acquisitions generating overall negative gains (Berkovitch & Narayanan 1993). Takeover being 

agency motivated are those that are diversifying or are unrelated. The diversification effect is 

decreasing the risk for the acquiring firm. Nevertheless, since stockholders can achieve 

diversification through their own made portfolios, in a perfect capital market condition such risk 

reduction would not be valuable to stockholders. The acquirer management thus engages in 

unrelated acquisitions primarily in its own self-interest to decrease its undiversifiable 

employment risk (i.e. risk of unemployment etc.). Such risk-reduction actions can be seen as 

managerial perquisites and in this manner as agency costs (Amihud & Lev, 1981). 

5.1.3 The hubris hypothesis 

The hubris theory suggests that managers do mistakes in evaluating target companies, and engage 

in acquisitions even when there is for example no synergy (Berkovitch & Narayanan, 1993). 

Further, the managers overestimate their ability to release synergies. The acquirer management 

has excessive confidence and does overemphasize its ability to extract value from an acquisition.  

Hubris explains why managers do not abandon bids even if there are no gains from the takeover 

and why bids are made even when a valuation above the current market price represents a 

positive valuation error (Roll, 1986). In this case the bidder management pays a large premium 

for the target which is above the estimated value. They simply pay too much for their targets. 

Scholars found on an empirical test that the greater the management hubris and the premium 

paid, the higher is the loss to shareholders (Hayward & Hambrick, 1997). This can be directly 

linked to the Agency Theory. The Hubris Theory implies that managers act against shareholders’ 

interests. Thus, if all takeovers were prompted by hubris, mangers would lose their trust of 

shareholders and in turn shareholders would forbid managers to make any bids (Roll, 1986). 

Since such prohibitions are observed, this theory alone cannot explain the takeover phenomenon. 

The general relevance of this hypothesis is that if acquirers perform out of hubris, this could 

cause potentially negative abnormal returns. However, a market downturn eliminates the 

management over-confidence as firms’ performance is affected. The winners` cruse, here the risk 

of the cruse of over-payment, is lowered. Hubris is not as much of prevalent and the chance of 
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overpaying the acquired firm is lower. Consequently, firms that have performed fine relative to 

before a downturn time are therefore likely to receive higher abnormal returns during a crisis. 

5.2 Financial rationales  

Acquisitions are not only based on the aforementioned strategic characteristics. There following 

verifies corporate transactions by looking at the financial rationales. Literature suggests first, the 

Free Cash Flow Theory followed by second the Trade-off Theory on capital structure explains 

the rationales behind the value creation through M&A.  

5.2.1 Free cash flow hypothesis 

Free cash flow is defined as the excess over the amount required for investments with positive net 

present value at an appropriate cost of capital. When free cash flow is available, managers may 

have an incentive to undertake suboptimal investments (Loh, 1992). 

Jensen (1986) connects the free cash flow hypothesis to the principal agency theory. He argues 

that substantial free cash flow in a firm may result in severe conflict of interest between the 

shareholders and the managers. Rather than returning cash to the shareholders, management may 

make non-optimal investments with even value-destroying characteristics. Diversification 

programs generally fit this category, and the free cash flow hypothesis predicts that they will 

generate lower total gains. Thus, some acquisitions are a solution to the agency problems of free 

cash flow while others, such as diversification programs, are symptoms of those problems 

(Jensen, 1986).  Figure 6 on page 35 shows the firm value depending on free cash flow and that 

exactly an increasing free cash flow can result in a declining Firm Value. Manager’s indifference 

curves reason that managers prefer a high free cash flow over a high firm value (Vmax). 
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Figure 6: Free cash flow hypothesis, Source: Author`s own contribution based on Jensen, 1986 

During a crisis most companies face a decrease in available free cash flows due to lower 

earnings. Regarding the free cash flow theory one can argue that transactions paid with cash 

during an economic downturn are less often an outcome of overconfident managers. Instead these 

transactions are made more wisely due to lack other financing resources. Therefore, it can be 

assumed those acquisitions can offer greater abnormal returns than cash-financed acquisitions in 

a non-crisis environment. 

5.2.2 The theory on capital structure and its connection to fixed assets 

The modern capital structure theory began with the famous study of Modigliani and Miller in 

1958. They verified that the choice between debt and equity financing has no material effects on 

the firm value as in perfect capital markets any combination of debt and equity securities is 

equally good. However, this debt irrelevance theorem is based on restrictive assumptions which 

cannot found to be true in reality because the choice of capital structure becomes an important 

value-determining factor when removing the assumptions made by Modigliani and Miller (Wang, 

2011). 

This value-determining factor is captured by the trade-off theory on capital structure theory 

proposes that an optimal point of leverage. The trade-off theory on capital structure states that 

companies borrow an amount of debt up to the point where the tax savings from an extra dollar in 

debt are just equal to the costs that come from the increased chance of financial trouble (Wang, 

2011).Therefore the costs of bankruptcy and agency costs constitute the basics of the trade-off 
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theory. However increasing the amount of debt also raises also the risk of bankruptcy (Brealey et 

al., 2008). A high debt affects not only the whole firm but also its managers their work attiude. 

They do not only work harder because of the threat of bankruptcy but a higher debt ratio also 

mitigates agency costs of free cash flow. This mitigation is driven by reducing the cash flow (i.e. 

higher interest payments) available for spending at the discretion of managers (Yook, 2003). 

Thus, the trade-off theory is also directly linked to the agency and Free Cash Flow hypothesis as 

because of the reduced free cash flow because managers are less likely to incur agency costs by 

undertaking low-benefit, or even value-destroying, acquisitions. (Ken C. Yook 2003). The trade-

off theory has robust practical application and it rationalizes reasonable debt ratios. It is also 

consistent with certain obvious facts, for instance, firms having relatively safe tangible assets 

tend to be able to borrow more than firms having risky intangible assets (Wang, 2011).  

Further this optimal stricter of leverage is can be extended for the thesis in regards to the 

comparison of fixed assets (manufacturing companies) versus non-fixed assets. Mayers and 

Majluf (1984) argue that issuing debt secured by the tangible assets with known values avoids 

costs within debt raising. Therefore a positive relationship between tangibility and leverage is 

suggested based on the fact that companies which hold assets can tender these assets to lenders as 

collateral. This enables them to issue more debt (Wang, 2011). For this thesis it can be thus 

assumed that that the different level of debt is industry related based on their asset base. 

Furthermore, industrial companies such as manufacturing companies face a higher tangibility 

through its high amount of fixed assets. In in case of a bankruptcy these fixed assets are 

characterized as recovery values whereas the non-fixed assets are mostly based on human capital. 

These recovery values can be seen as highly fruitful for the acquirers of these industry companies 

and results tin the underlying rational for the acquisition of manufacturing companies.  

5.3 Drivers for bankruptcy Mergers & Acquisitions 

Direct wealth effects can be measured by the market`s reaction of the announced acquisition.  

Halpern (1973) for example found that mergers resulted in increases in share prices and hence 

shareholder wealth and that these increases were evenly split between the owners of the acquired 

firm and the acquiring firm. The abnormal return reflects this wealth effect to the buyer on the 

acquisition announcement day. This is based on the assumptions that the market reacts instantly 

after an acquisition has been announced and stock prices reflect all publicly available 
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information. This assumption of a semi-strong market is made (Fama, 1970) and positive 

abnormal returns indicate the value creation where negative abnormal returns imply the value 

destruction. 

 

Bankruptcy acquisitions seem to enlarge these wealth effects. The possibility to reorganize or 

restructure a company can create value just through this process and might be very beneficial for 

the acquirer. Furthermore the possibility to access to patens, knowhow and customers through 

M&A may create great value. Especially during a time of financial crises where the number of 

insolvencies increases, potential positive wealth effects occur for an acquirer because of discount 

prices (Hotchkiss & Mooradian, 1998). Scholars (Amit et al., 1989) also found that in bankruptcy 

acquisitions the target companies received not as much of abnormal returns to their stockholders 

than in non-bankrupt takeovers. Here, the acquirers were able to keep more of the economic gains 

in relation to the target companies because of the greater bargaining power. Contrastingly, the 

buyer received larger abnormal returns.  

 

Because of the enlarged number of bankruptcy targets during a time of financial crisis, it can be 

expected that the chance for acquiring companies to retain more of the financial gains will 

increase. Especially in cyclical industries, where market movements are magnified and where the 

market has a sensitive influence, may face such acquisition opportunities. In so upward markets 

cyclical firms are more expensive than stable firms to reward investors for higher volatility and 

risk. However, in downturn markets companies are relatively cheaper (Brealey et al., 2008). 

Here, the automotive industry sector is estimated to offer some of the most opportunistic deals 

due its highly levered character and its overcapacity (Debtwire, 2010). For all this, it can be 

assumed that acquirers targeting companies in troubled cyclical industry sectors will gain higher 

abnormal returns which will be even higher during times of financial crisis because of potential 

discounts.   
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6. Hypotheses  

Bankruptcy acquisitions may lead to higher transaction costs and may also be more complicated. 

Organizations being in a bankruptcy situation have a doubtful value as going concern based on 

their high leverage and low operating efficiency. This results in a rather low probability for 

recovery (Bartunekt et al., 1995). This directly results in a high degree of uncertainty whether this 

bankrupt company will not be able to reorganize and instead will be sold (Gilson, 2010). 

However, there are numerous characteristics of bankruptcy acquisitions that may make this type 

of transaction more beneficial to a buyer than acquiring firms outside of bankruptcy. Potential 

bidders are confident to take this risk in the target`s value and use the weakened bargaining 

position of bankrupt companies (Ang & Mauck, 2011). Due to its nature the bankruptcy 

environment is much more risky than the market for non-bankrupt targets and thus the market for 

bankruptcy acquisitions can be considered less competitive (Gilson, 2010). Following the market 

efficiency theory it can be argued that the winner`s cruse effect is apparently less distinctive. This 

enables buyers of bankrupt firms to achieve positive valuation effects and positive long-term 

performance outcomes. For example, scholars have presented evidence for higher combined cash 

flows for acquirers of bankrupt firms post transaction compared to similar non-bankrupt 

acquisitions (Hotchkiss & Mooradian, 1998). Potential acquirers of bankrupt companies 

generally hold a much lower degree of information than debtor firms’ management. Concluding 

buyers face a “lemons problem” (Aghion & Bolton, 1992b) in which they are limited with respect 

to the true enterprise value and the best use of the target`s assets (Hotchkiss & John, 2008). 

Additionally, those targets cannot provide representations or warranties so that possible buyers 

are forced to spend a noteworthy amount of time and assets on analyzing the business and its true 

value (Gilson, 2010). Thus, bidders for bankruptcy firms may have a better and deeper 

understanding of the firm`s operations and its value driving assets. 

Furthermore, Hotkiss & Mooradian (1998) say that bankrupt organizations which have a good 

future prospect are likely to attempt to reorganize as going-concern rather than choosing to sell at 

a discount. Therefore one could conclude that possible buyers might expect to find only bad firms 

on the market for sale. Acquirer facing a “lemons problem” will demand a substantial discount 

from the fair market value as a return for taking on the risk. Thus, the acquisition price will likely 

reflect the lower attractiveness of the bankrupt company as an acquisition target (Barunek et. al, 
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1995). Scholars found in several studies that sale prices of distressed assets are indeed below 

comparable benchmarks revealing reduced risk of overpaying (Eckbo & Thorburn, 2008, 

Hotchkiss & John, 2008, Pulvino 1998, Shleifer & Vishny, 2011). Examining the same industry, 

Hotchkiss & Mooradian (1998) found that an average purchase price at a 45% discount on 

bankrupt transactions can be realized relative to prices paid for non-bankrupt firms. As financial 

distress is likely to be an industry wide issue (Lang et. al, 1995), opponents may be economically 

constrained too and thus may be unable to participate in a sales transaction (Shleifer & Vishny, 

1992). Since rivals within the same industry are not able to make a tender, potential buyers may 

successfully acquire distress firms at discount prices (Eckbo & Thorburn, 2008).  

Concluding, the bankruptcy character deters numerous potential bidders from participating on 

this kind of transaction process, resulting in a favorable and limited competition. The relatively 

high likelihood of inefficient market pricing creates value for the bidders. The result is that 

bankruptcy acquisitions do outperform non-bankrupt acquisitions: 

Hypothesis 1 (H1): Around the announcement day, bankruptcy acquisitions in Europe outperform 

non-bankruptcy acquisitions based on stock market returns.  

Scholars have found evidence that M&A deal activity is affected by environmental factors as a 

recession. Baird & Rasmussen (2003) found evidence that there is an increase of frequency 

regarding bankruptcy transactions in the early 2000s - which was a period of a global recession. 

Furthermore, the scholars Faelten & Vitkova (2014) present evidence that the deal flow of 

distressed and precisely bankruptcy assets transactions typically peak after a key stock market 

crises. Generally, non-bankruptcy acquisitions realize very high deal volume in times of 

economic growth. Early movers within the time of such a non-bankruptcy acquisition wave can 

gain from asymmetries of information, like superior target selection and preempting market 

opportunities (Carow et al., 2004). Overall returns follow a U-shaped pattern within a period of 

an acquisition wave (McNamara et al., 2008) and non-bankruptcy acquirers’ benefit from being 

active before a peak. In contrast bankruptcy acquisition can result in high return and greater value 

creation actually at a peak of a bankruptcy acquisition wave. This is based on an exertion of a 

very strong bargaining power and numerous advantages within these circumstances. The 

bankruptcy acquisition market has very unique characteristics as the targets find themselves often 

in special situations. These potential targets have a need for restructuring actions and because of 
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liquidity need may sell at a discount price. Considering a time of a financial crisis, M&A is often 

a preferred option to route a company out of bankruptcy because creditors or legal eternities may 

not accept restructurings plans and prefer dissolution (Baird & Rasmussen, 2003). Thus, crises 

results in bankruptcy acquisition wave during this period of time and results in a relatively high 

amount of bankrupt related sales (Asquith et al., 1994; Brown et al., 1994). These bankrupt 

targets may be sold with a great discount in a “fire sale” due to high creditor covenants pressure 

(Shleifer & Vishny, 2011). These fire sales can lead to decreased market values resulting in 

opportunities to obtain bankrupt firms below fair value (LoPucki & Doherty, 2007; Pulvino, 

1998). Additionally and as mentioned in H1, the bankruptcy M&A market is less competitive 

than for other targets (high risk of bankruptcy carry). In particular, times of financial distress 

make companies more careful. Therefore, they may not be willing to take additional risk resulting 

in the overall lower number of bidders within those times and acquisition types. Companies that 

actually have the ability for bankruptcy M&As within times of economic crises must be buyers 

with an above average performance and liquidity (Bruton et al., 1994). Also a bandwagon effect 

can be excluded due to the lack of resources and the mentioned high risk. Overall, bankruptcy 

acquirers during a financial crisis may be able to create more value than in times of economic 

upswing due to limited bidder competition, lower sale prices and low bandwagon pressures. 

These limitations give the acquirers even the option to choose from a wide pool of great potential 

target and “pick a cherry” to realize the greater value creation and a strong performance. 

Hypothesis 2 (H2): Around the announcement day, bankruptcy acquisitions during a financial 

crisis experience a greater performance than bankruptcy acquisitions during a non-financial 

crisis based on stock market returns. 

Besides the effects of economic changes on the performance of M&A scholars have studied also 

the different industry sectors and tried to determine whether strength of value creation through 

M&A is industry oriented. Industries do differ and some industries might be able to yield greater 

abnormal returns than others. Overall the industries with a high level of fixed assets have a high 

value for acquirers. The access to sustainable values and the relatively obvious synergies effects 

through M&A in those industries make them highly interesting targets. Especially in the cases of 

bankruptcy, those companies have based on these assets, high recovery values where 

contrastingly companies operating on human capital have in a bankruptcy case no obvious and 

maintainable values left. Therefore there is a clear potential to gain more from these types of 
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acquisitions. Among these gains are not only the accesses to patents or knowhow but also direct 

gains through the lower acquisition prices. Based on the great asset base and the fact that this 

sector produces durable goods such as raw materials or heavy equipment, the manufacturing 

industry sector represents a great cyclical industry. This industry sector thus may give acquirers a 

greater possibility to create value. Here, scholars already found significant positive returns to 

acquiring companies who focused on the automotive industry (Schiereck, 2010). Without having 

concentrated on European region and also on the bankruptcy character within research, bankrupt 

manufacturing companies should be able to create more value than bankrupt non-manufacturing 

companies.  

Hypothesis 3 (H3): Around the announcement day, acquisitions of bankrupt manufacturing 

companies experience a greater performance than acquisitions of bankrupt non-manufacturing 

companies based on stock market returns.  
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7. Analysis 

This section of the thesis presents the results of the empirical analyses based on event studies 

around the announcement dates of bankrupt as well as non-bankrupt M&A deals. Here, 

specifically cumulative average abnormal return analyses were performed based on the 

underlying hypotheses. Following these hypotheses first, the acquisitions of bankrupt companies 

versus non-bankrupt companies will be evaluated to see if bankruptcy acquisitions generated a 

greater abnormal return than non-bankruptcy acquisitions around the event window. Following 

this, the economic market situation (financial crisis and post-crisis) is taken into account to 

determine whether the economic cycle causes a significant difference in value creation. The 

subsequent tests look more into detail in regards to the industry sector. Here, the manufacturing 

character of targets is analyzed to determine if it resulted in significantly higher returns than non-

manufacturing deals.  

7.1 Bankrupt and non-bankrupt acquisitions 

The tables 11.3 & 11.9 (cf. Appendix) sum up the individual results of the performed event study 

for the different acquisitions types (bankrupt and non-bankrupt) and for the whole time period 

including during crisis as well as post-crisis acquisitions. It reports the results of a 30-day 

window and presents the AAR and CAAR for these two different types. Here, the table 1 on page 

44 summarizes the mean differences of AAR and CAAR between these types also showing the 

potential significant impact.  

Table 11.9 (cf. Appendix) depicts the AAR and the CAAR for non-bankruptcy acquisitions (N = 

14,495). Here, on the event day (t = 0) the AAR provides the largest among the event window [-

15; +15] of 0.58% where the day after the announcement (t = +1) provides the second largest 

AAR (0.11%). Both AARs are positive and strongly statistically significant (p < 0.001), which 

for returns around and on the event day is in line with prior studies performing event study 

methodology on M&A returns (e.g. Halebian & Finkelstein, 1999, McNamara et al., 2008). The 

acquisition announcement at t = 0 of non-bankrupt acquisitions has a clear positive and 

statistically significant impact on the AARs gain at and around t = 0. The CAAR of for non-

bankruptcy acquisitions displays right after the event day positive values, of which most show 

strong statistical significance (p < 0.001). The CAAR for the whole event window [-15; +15] has 

an acquisition return (CAAR (-15, +15) = 0.31%) that is statistically significant (p < 0.05). 
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The evaluation of the total bankrupt acquisitions (N = 121) is shown by table 11.3 (cf. 

Appendix). The announcement day (t = 0) shows an overall negative AAR of -0.93%, but with no 

statistical significance at the 10% level. The AAR just one day after the transaction 

announcement of bankrupt targets is positive (0.48%) but also does not show any statistical 

significance at the 10% level. The CAAR within the whole event window [-15; +15] decreases as 

it comes close to the announcement day (t = 0) ending with CAAR (-15; +15) = -0.60%. Within this 

sample no result shows any statistical significance. 

Table 1 presents the mean differences and t-tests of AAR and CAAR by the acquisition character 

(bankrupt or non-bankrupt) over the whole time period (during crisis and post-crisis). Out of the 

total of 14,495 examined acquisitions, 121 (0.83%) were bankruptcy acquisitions and 14,374 

(99.2%) had a non-bankruptcy acquisition character. Overall, both the mean differences results of 

the whole event window did not show great differences. Most of the findings of weather for the 

AAR or the CAAR have not shown any spastically significant results. At the announcement day 

(t = 0) the AAR does differ strongly (-1.52%) between the examined acquisition types indicating 

that on the event day the market reacted more positively on non-bankrupt acquisitions. The 

overall 30 day event windows shows only significant results for the AAR ten days post the 

announcement day (t = +10, p < 0.05). The remaining event window results show variations and 

move randomly. 
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Note: * Significantly different from zero at the 0.05 level 

Table 1: Mean differences of AAR and CAAR: bankruptcy and non-bankruptcy acquisitions. Source: Author`s own 
contribution 

Figure 7 on Page 44 shows the overall different development of the individual CAAR and the 

mentioned different reaction on the event day (t = 0). The cumulative returns display a very 

different reaction on the announcement day. The acquisitions of non-bankrupt targets yield a 

substantially higher cumulative return on event day which can be explained by the decrease in 

AAR on day t = 0 of the bankrupt acquisitions and the increase in AAR on day of the non-

bankrupt acquisitions. However, the curves approaching an almost equal point at the ninth day 

Mean difference
N = 14,495

Event day (t) D (AAR) t-stat p-value D (CAAR) t-stat p-value
-15
-14 0.286% 1.173 0.243 0.286% 1.172 0.243
-13 -0.168% -0.456 0.649 0.124% 0.249 0.804
-12 0.091% 0.348 0.729 0.215% 0.382 0.703
-11 -0.219% -0.789 0.432 -0.006% -0.009 0.993
-10 0.036% 0.109 0.913 0.027% 0.036 0.971
-9 0.554% 0.990 0.324 0.577% 0.812 0.419
-8 -0.255% -0.905 0.367 0.325% 0.448 0.655
-7 0.172% 0.841 0.402 0.497% 0.724 0.470
-6 -0.384% -1.462 0.146 0.114% 0.150 0.881
-5 -0.108% -0.470 0.639 0.007% 0.009 0.993
-4 0.094% 0.417 0.677 0.102% 0.129 0.898
-3 -0.253% -0.718 0.474 -0.152% -0.167 0.868
-2 -0.084% -0.322 0.748 -0.238% -0.249 0.804
-1 -0.276% -1.203 0.231 -0.512% -0.503 0.616
0 -1.518% -0.985 0.326 -2.014% -1.017 0.311
1 0.366% 0.689 0.492 -1.644% -0.757 0.450
2 -0.301% -0.787 0.433 -1.948% -0.805 0.422
3 0.572% 1.195 0.235 -1.374% -0.649 0.518
4 0.157% 0.393 0.695 -1.217% -0.610 0.543
5 0.149% 0.680 0.498 -1.069% -0.542 0.589
6 0.026% 0.049 0.961 -1.043% -0.596 0.552
7 0.239% 0.459 0.647 -0.805% -0.498 0.619
8 0.218% 0.766 0.445 -0.589% -0.354 0.724
9 0.441% 0.848 0.398 -0.149% -0.097 0.923

10 -0.861% -2.168 0.032 ** -1.009% -0.602 0.549
11 0.044% 0.151 0.880 -0.964% -0.576 0.566
12 0.216% 0.791 0.431 -0.751% -0.441 0.660
13 0.117% 0.408 0.684 -0.634% -0.357 0.722
14 -0.068% -0.340 0.735 -0.705% -0.403 0.688
15 -0.161% -0.880 0.380 -0.907% -0.507 0.613
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post acquisitions announcement. The CAAR- curve of the non-bankrupt acquisitions perfectly 

expresses the value loss over time post-announcement.  

 

Figure 7: CAAR of bankruptcy and non-bankruptcy acquisitions. Source: Author`s own contribution 

Considering the statistical evidence of the CAAR difference, the results do not show any 

statistical significance difference for the CAAR between these acquisitions types.  Abnormal 

returns for non-bankrupt acquisitions are thus not proven to be higher than for bankrupt 

acquisitions.  

Table 2 on page 46 sums up the different CAAR for the several event windows and the individual 

acquisition types. Here the strongest effect is seen within the tightest window around the event 

day (CAAR(-1, +1) = -1.43%) demonstrating the higher returns on non-bankrupt targets. This 

negative difference is however getting smaller for the larger event windows [-5; +5] and [-15; 

+15]. The market rewards bankrupt acquirer later. This can be also seen in Figure 6 which shows 

the positive CAAR development  for bankruptcy acquisitions after the announcement hitting 

almost the same CAAR around day nine (t = 9) as non-bankruptcy acquisitions. These CAAR 

difference for the selected event windows do not show statistically significant results. 
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Table 2: CAAR comparison: non-bankrupt vs. bankrupt. Source: Author`s own contribution 

The overall outcomes show that within a short-term window the market reacts differently to 

bankrupt and non-bankrupt acquisitions. H1 proposed that acquisitions of bankruptcy targets yield 

to higher abnormal returns in comparison to the acquisition of non-bankruptcy firms. Through the 

non-statistically significant results H1 cannot be supported. Nevertheless within this sample in the 

difference of the AAR between the two acquisition types on the announcement day is negative. 

Similarly the CAAR difference over the whole event window is also negative (CAAR(-15, +15) = -

0.91%). Despite H1 was supported by the given literature the analysis shows that non-bankruptcy 

acquisition outperformed bankrupt acquisitions.  

7.2 Bankruptcy acquisitions during the crisis vs. post-crisis 

Tables 11.4 & 11.5 (cf. Appendix) summarize the results of the performed event study for the 

different time periods during the crisis and post-crisis. They report the results of the 30-day 

window and present the AAR and CAAR for these two economic cycles. Here the table 3 on 

page 48 summarizes the mean differences between these periods and also shows if abnormal 

average returns across the sample on one of the 30 days are statistically significant. This 

significance is indicated by the t-statistics and the p-value in the columns to the right of the 

returns.  

First, looking at table 11.5 (cf. Appendix) for whole 30-day window during the crises (N = 17), 

interestingly at the event day (t = 0) the AAR is positive (0.49%). However, not being statistically 

significant at the 5% level, the most significant results for the AAR within the event window [-

15; +15] are on days t = +2 and t= -11 with a p-value at 16% and 14% respectively. The CAAR 

over the 30-day window reported a positive abnormal return (2.72%). At the event day (t = 0) the 

CAAR is currently not statistically significant (p = 15%) but one day after the announcement day 

the CAAR is statistical significant (p < 0.1) with a CAAR of 5.24%.  

Second, evaluating the time at the event day (t = 0) post crisis seen at table 11.4 (cf. Appendix) 

including 104 bankrupt deals, the AAR is negative (-1.17%) being however not statistically 

Event Window Non-Bankrupt Bankrupt Difference t-stat p-value
[-1;1] 0.767% -0.660% -1.428% -0.811 0.418
[-5;5] 0.640% -0.561% -1.201% -0.725 0.468
[-15;15] 0.310% -0.598% -0.907% -0.507 0.613

CAAR
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significant. The overall time window shows only a statistical significant value of -0.57% for the 

AAR at t = -6 (p < 0.01). The CAAR over the whole event window provides neither positive nor 

significant results. The overall CAAR the end the whole time window is negative at -1.15%. 

Table 3 on page 47 depicts the difference of means of the two bankruptcy deal periods (during 

crisis and post-crises) to see if the bankrupt acquisitions during the crisis returned greater results. 

At the event day (t = 0) the average abnormal returns do differ between these two time windows 

where the t-test shows only significant results for the AAR on the days t = -10 (p < 0.05) and t = 

14 (p < 0.10). The difference of AAR on the event day (t = 0) is positive (1.66%) indicating the 

higher AAR gained during the crisis. The remaining results of the whole event window do not 

show statically significant differences for the AAR. These differences move overall randomly for 

the individual days and do not show a clear trend or correlations to the event day. 
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Note: * Significantly different from zero at the 0.10 level, ** Significantly different from zero at the 0.05 level 

Table 3: Mean differences of AAR and CAAR: during crisis vs. post-crisis. Source: Author`s own contribution 

However these findings support the hypothesis (H2) that the abnormal returns are higher during 

the crisis around the event day indicated by the CAAR. Moreover the CAAR of both time periods 

are not following the same development at all. As figure 8 on page 49 shows the bankruptcy 

acquisitions during a crisis yield a noticeable higher cumulative return explained by the higher 

abnormal returns during the event window [-15; +15]. The second biggest difference is on the 

event day (t = 0) displaying a CAAR difference of 6.73%. This mean differences of the CAAR 

Mean Difference
N = 121

Event day (t) D (AAR) t-stat p-value D (CAAR) t-stat p-value
-15
-14 0.020% 0.028 0.978 0.020% 0.028 0.978
-13 2.013% 1.365 0.190 2.033% 1.094 0.288
-12 0.900% 1.417 0.169 2.933% 1.507 0.148
-11 -0.945% -1.252 0.224 1.988% 1.075 0.295
-10 1.265% 2.164 0.036 ** 3.253% 1.516 0.145
-9 -0.190% -0.202 0.841 3.063% 1.243 0.229
-8 -0.101% -0.102 0.920 2.962% 1.053 0.306
-7 -0.501% -0.995 0.330 2.461% 0.970 0.345
-6 1.526% 1.232 0.235 3.987% 1.406 0.177
-5 0.785% 1.464 0.155 4.772% 1.601 0.127
-4 -0.085% -0.127 0.900 4.687% 1.466 0.161
-3 0.582% 0.887 0.381 5.269% 1.630 0.120
-2 -0.709% -0.738 0.470 4.559% 1.659 0.112
-1 0.518% 0.706 0.488 5.077% 1.666 0.111
0 1.656% 0.826 0.411 6.733% 1.833 0.075 *
1 0.533% 0.580 0.565 7.266% 1.886 0.066 *
2 -1.466% -1.233 0.232 5.800% 1.323 0.193
3 -1.378% -0.980 0.338 4.422% 1.031 0.310
4 -1.323% -1.630 0.113 3.099% 0.742 0.464
5 0.871% 1.343 0.194 3.970% 0.952 0.348
6 -0.016% -0.014 0.989 3.954% 0.947 0.353
7 0.014% 0.012 0.991 3.968% 0.851 0.405
8 1.013% 1.109 0.281 4.981% 1.085 0.290
9 0.385% 0.378 0.708 5.365% 1.152 0.263

10 -0.766% -0.669 0.511 4.599% 1.033 0.312
11 0.223% 0.255 0.801 4.822% 1.155 0.260
12 -0.585% -0.792 0.437 4.237% 1.023 0.316
13 1.335% 1.623 0.120 5.572% 1.318 0.199
14 -1.614% -2.007 0.061 * 3.958% 1.026 0.313
15 -0.087% -0.119 0.906 3.871% 0.982 0.334
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on the event day (t = 0) is also statistically significant at the p < 0.10 level. Furthermore the 

following day (t = 1) shows the strongest difference in the CAAR (7.27%) being statistically 

significant higher than the CAAR during the same day for the post-crisis acquisitions (p < 0.10). 

 

Figure 8: CAAR of bankruptcy acquisitions during the crisis with post-crisis. Source: Author`s own contribution 

Table 4 on page 50 summarizes the CAAR comparison for different event windows [-1; +1], [-5; 

+5] and [-15; +15]. First, the summary shows clearly that the post-crisis CAAR is constantly 

negative over the whole event window where the bankruptcy deals during the crisis contrastingly 

generated an almost overall positive result. Second, looking at the time period of during the crisis 

the market reacted positively with a CAAR (-1, +1) = 1.67% around the announcement day.  The 

CAAR jumps even to a +2.72% level in the [-15; 15] event window during this economic 

downturn period. Difference of means test (t-test) shows no statistically significance. However 

the difference is CAAR (-1, +1) = 2.706% and CAAR (-15, +15) = 3.933% and each displays direct 

higher and also overall greater value creation within a crisis where the difference in the middle 

event window [-5, +5] is almost zero. 
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Table 4: CAAR comparison: during crisis vs. post crisis. Source: Author`s own contribution 

Following the underlying efficient market hypothesis and that the stock prices reflect all public 

information directly at the announcement day, bankruptcy acquisitions are creating more value 

during a crisis than post-crisis on the day of the announcement (t = 0) and the following day (t = 

1). However, the differences of means do not show any statistically significance within the tested 

windows.  

In conclusion, the market reacts contrarily within different economic cycles towards bankruptcy 

acquisitions. However, this analysis represents only the short-term effects where the long-term 

effects are in need of further research. Bankruptcy acquisitions during crisis generate significant 

higher CAAR (p < 0.1) on the announcement day and on its following day. This implies that 

during a crisis the market does react positively and directly on these acquisitions announcements. 

The remaining event window results show variations and move randomly in both economic time 

periods. Overall this statistical analysis provides evidence that the second hypothesis (H2) can be 

supported by the results. 

7.3 Bankruptcy acquisitions of manufacturing and non-manufacturing firms 

H3 predicts acquisitions of bankrupt manufacturing companies to experience greater stock market 

returns than acquisitions of bankrupt non-manufacturing companies. This is overall based on the 

greater asset base and the cycle industry character resulting in greater discount prices. This 

statistical test is thus divided into the two groups of bankrupt manufacturing and bankrupt non-

manufacturing acquisitions (11.6 & 11.7 cf. Appendix).  

The results of acquisitions of bankrupt manufacturing (N = 47) are shown in table 11.6 (cf. 

Appendix) and over the event window [-15; +15] a great negative AAR (-3.089%) on event day (t 

= 0) is realized. Statistical significance for the AAR within this type of acquisitions do only show 

on day t = -9 (p < 0.05), t = -6 (p < 0.1), t = +10 (p < 0.1) and t = +11 (p < 0.05). Both strong 

significance days t = -9 and t = 11 each display a positive return. The remaining event window 

results show variations and move with no particular pattern. Even though the announcement day 

Event Window During Crisis Post Crisis Difference t-stat p-value
[-1;1] 1.666% -1.041% 2.706% 1.157 0.249
[-5;5] -0.575% -0.558% -0.017% -0.005 0.996
[-15;15] 2.721% -1.150% 3.871% 0.982 0.334

CAAR
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(t = 0) has such a negative AAR the overall CAAR over the whole event window is CAAR(-15; +15) 

= +2.189% showing that the market responded overall on a cumulative basis positively on this 

acquisition type. However these results have rather modes p-value level at 23 % compared with a 

10% or lower significance level.  

In contrast (11.7, cf. Appendix), the acquisitions of bankrupt non-manufacturing companies (N = 

74), shows a positive AAR (0.436%) up on announcement day (t = 0). However this value is not 

statistically significant even at the 10% level (p = 0.4). The CAAR for the whole event window [-

15; +15] becomes negative at day +15 (-2,364%). Not being statistically significant, within the 

sample the market has valued this type of acquisition on a cumulative basis negatively showing 

less value creation for the acquirer. 

Comparing these two types of acquisitions, Table 5 on page 51 shows the overall statistical test 

results. At the event day (t = 0) the average abnormal returns do differ between these acquisitions 

types. On the announcement day the acquisitions of bankrupt manufacturing companies show a 

strong negative result making the mean difference negative (-3.52%).This changes on the 

following days where manufacturing acquisitions are better off. The t-test shows statistically 

significant results for the mean difference of the AAR on days t = +11 (p < 0.01) and t = +14 (p < 

0.1). 

51 
 



 

 

Note: * Significantly different from zero at the 0.10 level, *** Significantly different from zero at the 0.01 level 

Table 5: Mean differences of AAR and CAAR: manufacturing and non-manufacturing. Source: Author`s own 
contribution 

The CAAR development in figure 9 on page 53 displays these differences. Focusing on the pure 

development of the bankrupt manufacturing curve, there is a noteworthy break into the negative 

area right on the announcement day (t = 0) resulting from the strong negative AAR of bankrupt 

manufacturing acquisitions. However, right after this announcement day the CAAR rise steeply 

being again positive at t = +5 and outperforming the bankrupt non-manufacturing CAAR with a 

mean difference of 4.56% points over the whole event window. The CAAR the bankruptcy 

N = 121
Event day (t) D (AAR) t-stat p-value D (CAAR) t-stat p-value

-15
-14 -0.03% 0.065 0.948 -0.030% 0.065 0.948
-13 -0.77% 0.928 0.357 -0.802% 0.764 0.446
-12 0.20% -0.361 0.719 -0.602% 0.470 0.639
-11 0.68% -1.266 0.208 0.077% -0.056 0.955
-10 0.24% -0.393 0.695 0.321% -0.209 0.834
-9 0.56% -0.583 0.561 0.881% -0.564 0.573
-8 0.78% -1.344 0.182 1.660% -1.102 0.271
-7 0.14% -0.330 0.742 1.802% -1.294 0.197
-6 -0.45% 0.871 0.386 1.353% -0.868 0.386
-5 -0.37% 0.827 0.410 0.980% -0.589 0.556
-4 -0.13% 0.281 0.780 0.848% -0.508 0.612
-3 1.06% -1.620 0.108 1.913% -1.009 0.314
-2 -0.70% 1.174 0.245 1.217% -0.604 0.546
-1 0.39% -0.866 0.388 1.609% -0.782 0.435
0 -3.52% 0.899 0.373 -1.915% 0.398 0.693
1 0.54% -0.419 0.677 -1.372% 0.260 0.796
2 -1.00% 1.112 0.271 -2.371% 0.400 0.692
3 0.85% -0.749 0.457 -1.523% 0.297 0.768
4 1.50% -1.667 0.100 -0.027% 0.006 0.995
5 -0.19% 0.394 0.695 -0.220% 0.048 0.962
6 2.12% -1.642 0.107 1.898% -0.491 0.624
7 1.67% -1.310 0.196 3.571% -1.036 0.301
8 0.21% -0.410 0.682 3.785% -1.088 0.278
9 -0.54% 0.607 0.545 3.242% -0.971 0.333

10 -0.33% 0.421 0.675 2.911% -0.804 0.422
11 1.55% -2.731 0.007 *** 4.458% -1.255 0.211
12 -0.39% 0.721 0.472 4.073% -1.122 0.263
13 -0.26% 0.460 0.646 3.812% -1.001 0.318
14 0.76% -1.785 0.078 * 4.576% -1.235 0.218
15 -0.01% 0.041 0.968 4.561% -1.204 0.230

Mean Difference
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manufacturing acquisitions yield a noticeable higher cumulative return explained by the higher 

abnormal returns during the event window [-15; +15]).  However at no day the mean difference 

in the CAAR is statically significant. 

 

Figure 9: CAAR of bankruptcy acquisitions of manufacturing and non-manufacturing firms. Source: Author`s own 
contribution 

Table 6 on page 54 gives a clear picture of the CAAR development and compares the CAAR for 

the two for different acquisition types. Based on the CAAR, the event windows [-1; +1] and [-5; 

+5] are generating more value for the non-manufacturing acquisitions. Both CAAR in these two 

windows are negative for the bankrupt manufacturing acquisitions. As already indicated in figure 

9, the CAAR of the bankrupt manufacturing acquisitions changes completely to a positive 

+2.18% level at the end of the [-15; 15] event window. In contrast the CAAR for the non-

manufacturing acquisitions developed constant negatively ending with a CAAR (-15, +15) = -2.36%. 

The CAAR comparison demonstrates that the acquisitions of bankrupt manufacturing companies 

yielded higher cumulative returns within a short term time window [-15; 15] within this sample. 

Nevertheless Table 6 shows that none of the acquisitions types over the different event windows 

within this sample have a statistically significant greater mean difference.   
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Table 6: CAAR difference: manufacturing vs. non-manufacturing. Source: Author`s own contribution 

In conclusion, the AAR at the announcement day is yielding higher returns for acquiring 

bankrupt non-manufacturing companies. Nevertheless, the market seems to react positively on 

the announcement of bankruptcy acquisitions of manufacturing companies after the 

announcement day and especially within the event window [-15; 15]. Overall there are positive 

short-term effects making a big difference within the CAAR between the two types of 

acquisitions. This shows that the market experiences more positive short-term returns on these 

manufacturing acquisitions. Generally this statistical analysis provides no statistical evidence 

regarding the mean differences to support the third hypothesis (H3).  

  

Event Window Manufacturing Non-Manufacturing Difference t-stat p-value
[-1;1] -2.244% 0.345% -2.589% -0.582 0.561
[-5;5] -1.523% 0.050% -1.573% -0.400 0.690
[-15;15] 2.183% -2.378% 4.561% -1.204 0.230

CAAR
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8. Discussion 

Research has found M&A performance to vary from negative (Schwert, 2000) to only marginally 

positive (Andrade et al., 2001). Scholars even say that M&A transactions on average do not 

create any value for the acquirer (Asquith et al., 1983; Jarell et al., 1988; Jensen & Ruback, 

1983). The goal of this thesis is to reveal value creation effects of different company situations 

(bankrupt or non-bankrupt) within different economic cycles and to further look more into detail 

if acquirers in manufacturing industries have an advantage inside the value creation process 

trough especially bankruptcy M&A.  The present quantitative study uses thus a unique setting to 

answer the question if bankruptcy acquisition is such a value enhancing strategy. Even though the 

research field on bankruptcy transactions has gained recent attention also with regards to 

corporate restructuring (Gilson, 2010), there is still only limited empirical evidence on this area; 

especially on only bankruptcy acquisitions. Here, most of the studies have focused on the United 

States leaving a research gap on the European region. This thesis focuses first precisely on the 

bankruptcy character, second uses the most recent available data in the European region (from 

2008 until end of 2013) containing the most current financial crises, and third examines a 

reasonable large sample of 14,495 acquisitions. 

8.1. Bankruptcy acquisitions and non-bankruptcy acquisitions 

Prior research has found inter alia that an average purchase price at a 45% discount (Hotchkiss & 

Mooradian, 1998) on bankrupt transactions can be realized relative to prices paid for non-

bankrupt firms. Although acquiring bankrupt targets in general thus have several indications that 

this type of acquisition is favorable for a value creation strategy, the present results of this thesis 

cannot support this general idea. The overall findings of this study the idea that bankruptcy 

acquisitions outperform non-bankruptcy acquisitions. However, these results are not statically 

significant and therefore open suggestions to further research on this topic.  

Findings of this thesis offer strong evidence that the announcement of a non-bankrupt M&A 

transactions has a positive effect on the abnormal returns for the acquirer. Right on the 

announcement day of a non-bankrupt acquisition the AAR is statistically significant positive. 

This is particular interesting because it also supports the semi-strong market efficiency 

hypothesis saying that only public information is embodied in the stock price. The market seems 

to appreciate the acquisitions of non-bankrupt companies. This positive effect of this 
55 

 



 

announcement is further supported by the peak of the CAAR on this day jumping to the 

maximum level within one day after the announcement. In line with other research this deal 

announcement effect slowly diminishes during the time Faelten & Vitkova (2014). Overall, 

results of this thesis are that the announcement day of a non-bankrupt M&A deal in Europe has a 

significant impact on the value creation for the acquirers.   

The evaluation of the European bankrupt acquisitions presents non-significant empirical results. 

Within the sample, the event day has a negative impact on the value creation as on the day of 

announcement the AAR becomes more negative and results after the announcement move more 

randomly. Interestingly on the announcement day the AAR falls on the lowest level showing the 

negative market anticipation. The results do not prove that the market favors the acquirers’ 

“lemons problem” who overall demand a substantial discount as a return for taking on the risk of 

bankruptcy. Following the idea that a bankrupt situation directly results in a high degree of 

uncertainty whether the bankrupt company will be able to reorganize itself, bankruptcy 

acquisitions can be seen as a solution for corporate restructuring (Gilson, 2010). Therefore, the 

market might have reacted on this event implying that the market assumes that the bankruptcy 

acquisitions will take place in regards to a restructuring process. Furthermore, this corporate 

restructuring might not be really value creating for the shareholders which underlines the 

negative market reaction. 

The individually shown results explain the mean differences between these two types of 

acquisitions. First, the negative mean difference on the announcement day implies that non-

bankruptcy acquisitions outperformed bankruptcy acquisitions on the announcement day in 

regards to value creation. Second, the findings of the CAAR difference of the three examined 

event windows further weaken the argument of the outperformance with bankruptcy acquisitions. 

Not only within a short-term but also within a long-term event window of 30 days the CAAR 

difference is still negative. Although these results do not present significant empirical results, 

they predict a pattern. 

In conclusion, it can be said that acquirers in Europe who are able to undertake an acquisition of a 

bankrupt target seem to do not benefit from this transaction. The market reacts controversially to 

the assumed performance. Even though the limited bidder competition enables them to cherry-

pick from a wide pool of targets, they seem not be able to realize the greatest synergy potentials 
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as the market reacts overall negatively to these kind of acquisitions. This is contradictory to the 

implications based on prior research which found strong performances of bankruptcy deals (i.e. 

Hotchkiss, 1997). As the results for the differences are not statistically significant, a larger 

sample size for the bankruptcy data or focusing another geographical region might show more 

significant and positive results, supporting the first hypothesis of this thesis.  

8.2 Value creation during a crisis through bankruptcy acquisitions 

Additionally and in line with previous research of bankruptcy transaction, this study further 

analyses the impact of the economic cycle and in particular the effect of a financial crisis. Even 

though the results of this study are not purely in line with research which revealed that during a 

crisis the amount of bankruptcy deals increase compared to non-crisis times (Baird & Rasmussen, 

2003), the main bankruptcy deal characters such as discount prices seen by for example the lower 

deal multiple paid during crisis (11.16 cf. Appendix), are indeed true. The bankrupt targets are 

mostly sold during a “fire sale” due to high creditor covenants pressure creating the possibilities 

for great discounts (Shleifer & Vishny, 2011). These fire sales can lead to decreased market 

values resulting in opportunities to acquirer bankrupt firms below fair value (LoPucki & Doherty, 

2007; Pulvino, 1998). Moreover, the market for the bankruptcy targets is less competitive than 

for other targets and in particular times of financial distress does make companies more careful. 

The potential competitors within the same industry might also be finically distressed making the 

potential acquirers even scarcer. This cautiousness can be seen by the small sample size (N = 17) 

of bankrupt acquisitions during the investigated financial crisis. This lower number of bidders is 

based on the fact that most acquirers within this time are not willing to take additional risk. 

Therefore, taking part within this riskier environment without facing the possibility of 

bandwagon effects or price pressures seems to be fruitful. Findings of this thesis offer evidence 

that companies acquiring bankrupt firms during a financial crisis benefit from the highest degree 

of bargain power over the target based on the low competition and the desperate need of bankrupt 

firms for restructuring.  

Acquiring bankrupt firms during the economic downturn has a positive impact on the acquirer at 

the day of the announcement. Acquirers gain positive abnormal returns when they buy bankrupt 

firms within this economic distressed cycle. These acquisitions are found to have the statistically 

high returns around the event day making the event a proven value creation strategy. The overall 
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positive CAAR of the 30-day window represents the positive market reaction also in a wider 

perspective. These “fire sale” actions in combination with an even decreased market competition 

lead not only to great discount prices without a price pressure. It is found that these types of 

acquisitions receive high abnormal returns and it therefore becomes a promising value creating 

strategy for companies to buy bankrupt target within a finical crisis. This may be explained by the 

fact that companies being able to acquire bankrupt firms in even distressed market conditions 

first have above average financial stability and second think these acquisitions more through as 

well as consider them more carefully. This would eliminate mistaken acquisitions explained yet 

the hubris theory being overall appreciated by the market.  

The post-crisis market for bankrupt acquisitions shows based on the above discussions and results 

lower potential regarding achieving abnormal returns from bankruptcy acquisitions. On the event 

day, the abnormal returns post crisis are found to be negative and the surrounding event windows 

such as 3 days or 10 days as well as 30 days all show negative cumulative abnormal returns. 

Therefore, these findings underline the results found in the first analysis part of comparing 

bankruptcy with non-bankruptcy acquisitions. Under non-distressed market conditions, the 

market in Europe seems to react conservatively or even negatively to bankruptcy acquisitions. 

The overall results of this thesis for the above mentioned acquisition types are mostly recognized 

by considering the mean differences. It is found that acquiring bankrupt firms have statistically 

significant higher returns on the deal announcement day and also on the following day compared 

to deals made post-crisis. The implications of these results are that buyers which are able to carry 

out bankruptcy acquisitions in economical troubled times can benefit from it. These opportunistic 

takeovers of distressed companies are based on the combination of well selected transactions, 

corporate restructuring possibilities and smaller purchase prices. Therefore companies can have 

abnormal returns that are higher within a crisis in short-term (max. 30 days surrounding the 

event) compared to acquiring bankrupt firms post-crisis.  

Collectively, the market seems to favor the strong players and to anticipate that the acquiring 

companies within these times have a higher opportunity to create value from a bankruptcy 

transition compared to a post-crisis condition. Thus, it can be found to be true that acquirers who 

have the necessary resources are able to conduct a bankruptcy acquisition within even during a 

financial crisis are realizing highest returns in short-term. In contrast, bankrupt acquisitions post-
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crises seem to realize negative returns because of the less bargaining power. Within the 

economical distressed time hubris by managers is even mitigated and regarding the free cash flow 

theory not a lot of cash for the average firm is available. Therefore, these transactions are made 

even more wisely.  

8.3 Bankrupt manufacturing acquisitions   

Finally, this study tests not only if an environmental factor such as the whole economy has an 

impact on the performance of bankruptcy acquisitions. The thesis also investigates further the 

manufacturing sector can play a role in a value increasing strategy concerning bankruptcy 

acquisitions. Based on the strong asset base and the strong bargaining position of acquirers 

(Schiereck, 2010) these circumstances should allow manufacturing companies to gain potential 

higher returns compared to the acquisition of non-manufacturing bankrupt companies. Although 

the effect of these high returns of manufacturing companies have been studied (Schiereck, 2010) 

the case of specially the performance of acquisitions of bankrupt manufacturing firms has not 

been observed so far.  

Manufacturing acquisitions within the whole examined time frame did not remarkably impact the 

buyers’ performance. At least in the very short-term window [-1; +1] [-5; 5] the outcomes of the 

tested manufacturing acquisitions are in contrast to the implications based on previous theory. On 

the announcement day the AAR decreases noteworthy to the lowest AAR over the whole 30 day 

event window. Moreover, the analysis of the acquisition data shows that the only significant 

results are seen about ten days before or after the public announcement showing no clear relation 

to the event. Particularly interesting is the CAAR development. The market seems to reacts at a 

somewhat more moderate pace than anticipated turning the CAAR into positive after the fifth day 

upon announcement. In fact, this shows that the acquisition effect within this sample seems to be 

belated. However these results are not statistically significant, the sample results seem to show a 

pattern which can be further researched. The positive effects can be described further through the 

expected synergies and the acquisition of fixed assets representing the strong values.  

 

In contrast, the acquisition of non-manufacturing firms shows on the deal announcement day a 

slightly positive AAR. This may explain that on average the deal announcement on bankrupt non-

manufacturing targets is seen positively by the market but rather very temporarily. However, this 
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positive effect disappears and more interesting is the finding that inversely to the manufacturing 

sample the CAAR exactly after the fifth day post announcement becomes negative. This 

strengthens the above mentioned implication of the belated market reaction. The CAAR within 

this sample after the 30 day event window for non-manufacturing bankruptcy acquisitions is the 

most negative one.  

Combining the two separate findings enables the general comparison. Driven by the poor 

performance of the bankrupt manufacturing acquisitions on the announcement day the mean 

difference between these two types is also negative. Although, not being statistically significant 

manufacturing acquisitions are not value creating on the event day within this sample. However, 

in a greater time window including the days until 15 days after the announcement a statistically 

significant positive difference between these two acquisition types can be seen. This implies the 

above mentioned belated response by the market. This positive results support in turn the 

underlying third hypothesis that bankrupt manufacturing acquisitions are more value creating 

than the non-manufacturing ones in a more long-term perspective.   

Concluding, the market within this sample shows some statistically significant results for a slow 

reaction time of the market. This is seen by the very interesting fact that the CAAR mean 

difference after the fifth day is strongly positive. Therefore, it seems that there is indeed a 

connection between the acquisition of the bankrupt manufacturing companies and the event 

announcement as the CAAR strongly increases after the deal announcement. Acquirers are able 

to receive abnormal returns up these acquisitions through the indicated favorable conditions also 

described by the trade-off theory on of capital structure with its connection to fixed assets. The 

lower purchase price and the possibility to still extract value from these bankrupt targets results in 

high abnormal returns.  

  

60 
 



 

9. Conclusion 

The study on fields of M&A as a method of corporate restructuring or as a way for value creation 

is a highly interesting field which has recently seen a strong attention in the academic research. 

Especially acquisitions of bankrupt firms in Europe are still unrevealed and have still numerous 

open research possibilities.  Here, bankruptcy acquisitions are not only becoming an important 

part of the corporate restructuring part, they also seem to be a superior acquisition strategy based 

on discount prices, low competition leading to less price pressure and the overall very illiquid 

character. Multiple bidders are rather seldom in those environments opening great potentials for 

acquirers. Further, empirical investigations focusing on this bankruptcy issue are rather scarce 

and often limited to the geographical focus on the United States as well as to the case of 

financially troubled firms without clearly differentiating for the bankruptcy character. This thesis 

has analyzed noteworthy amount of 14,495 transactions and has looked into numerous aspects to 

find a route leading to the best deal results. This thesis finds that different factors can influence 

the value creation crossing from the economic cycle to the type of industry. 

Collectively, findings of this thesis give insights about the finance and strategic management 

literature while especially focusing on the acquisition topic.  The results give robust evidence that 

overall acquisitions are value creating whether being bankruptcy acquisitions or non-bankruptcy 

acquisitions. Especially the deal announcement day can have a strong performance impact 

strengthening the aforementioned point of value creation. Despite the relevance of the non-

bankrupt acquisitions, this thesis contradictory to previous research found positive abnormal 

returns for acquirers on the non-bankruptcy acquisitions. Therefore it cannot be confirmed that 

acquisitions do not create value on average (Datta 1992, King et al., 2004). Nevertheless, it could 

not be proved that in general bankruptcy acquisitions experienced higher abnormal returns than 

non-bankruptcy acquisitions. Findings within the researched sample suggest that acquirers of 

bankrupt firms should receive poor or negative returns upon the deal announcement. However, 

acquirers of bankrupt targets during a finical crisis seem to get directly rewarded by the market. 

Buyers of bankrupt firms within a financial crisis do benefit from the asymmetric information 

and the limited competition. This allows them to acquire companies to a noticeable much lower 

purchase price trough uncovering all possible discounts. The market favors the strong bargaining 

power of those acquirers being able to buy bankrupt firms within a distressed economic 

environment and these acquirers are rewarded with high abnormal returns on and around the 
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announcement day. In addition, acquirers buying bankrupt manufacturing targets did not 

surprisingly achieve larger returns on the deal announcement day. The market seems reward 

these bankrupt manufacturing acquisitions belated, enabling those acquirers at the end very 

positive returns. Due to obvious realization of synergy potentials the buyers benefit indeed from 

these targets and their recovering values from the fixed assets, making these types of deals 

advantageous for them. Therefore, the performance of bankruptcy acquisitions is time- and 

industry-specific.  

Although a few findings of this thesis face a lack of significance within the empirical results, the 

results show a strong potential for further research to find further statically significant results. 

The value creation through bankruptcy acquisitions remains an interesting but also debatable 

topic. The assumption of a semi-strong efficient market has to be seen critical as through the 

current fast paced technical development insider information leakages become more common 

affecting the announcement effect. Bankruptcy acquisitions in general should be analyzed in 

more detail focusing also on other geographical areas or also investigating larger sample sizes of 

bankruptcy acquisitions. Nevertheless, the results have shown and proven indicated implications 

based on prior research. Furthermore, the question whether acquirers can gain in long-term from 

the examined bankruptcy acquisitions which returned positive gains stays unanswered. The 

performed event study still fails to address some of the problems that usually afflict long-run 

abnormal performance. All in all, the acquisitions of bankrupt companies even though being 

risky, can be considered as a value creating strategy for managers. Here, inter alia the current 

economic cycle and the target industry play an elementary role for the individual acquirer’s value 

enhancement. 
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11. Appendices 

The empirical data and the whole list of deals is available on the USB-Stick attached in the back 
of this thesis 

Overview of appendices 

11.1 Overview of bankruptcy transactions in Europe by country 

11.2 Deal search criteria for bankruptcy transactions in Europe 

11.3 Test of bankruptcy acquisitions - Total 

11.4 Test of bankruptcy acquisitions – post crisis 

11.5 Test of bankruptcy acquisitions – during crisis 

11.6 Test of bankruptcy acquisitions – manufacturing targets 

11.7 Test of bankruptcy acquisitions – non-manufacturing targets 

11.8 Deal search criteria for non-bankruptcy transactions in Europe 

11.9 Deal search criteria for non-bankruptcy transactions in Europe 

11.10 AAR development over the 30 day event window – total non-bankruptcy acquisitions 

11.11 AAR development over the 30 day event window – total bankruptcy acquisitions 

11.12 AAR development over the 30 day event window – bankruptcy acquisitions during crisis 

11.13 AAR development over the 30 day event window – bankruptcy acquisitions post-crisis 

11.14 AAR development over the 30 day event window – manufacturing bankruptcy acquisitions  

11.15 AAR development over the 30 day event window – non-manufacturing bankruptcy 
acquisitions 

11.16 Average multiple valuations: EV to EBITDA 
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11.1 Overview of bankruptcy transactions in Europe by country 

 

 

Source: Author’s own contribution 
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11.2 Deal search criteria for bankruptcy transactions in Europe 

 

 

Source: Thomson One 

 

 

 

Search Criteria
Request Operator Description Hits
 Database Include All Mergers & Acquisitions n/a

 Acquiror Nation (Code) Include

Andorra
Austria
Bosnia and Herzegovina
Belgium
Bulgaria
Belarus
Czech Republic
Croatia
Cyprus
Czechoslovakia
Denmark
Estonia
Faroe Islands
Finland
France
East Germany
Georgia
Guernsey
Gibraltar
Greenland
Greece
Hungary
Iceland
Isle of Man
Republic of Ireland
Italy
Jersey
Latvia
Liechtenstein
Lithuania
Slovenia
Luxembourg 320167

 Acquiror Public Status (Code) Include Public 104751
 Bankruptcy Flag (Y/N) Equals Yes 844
 Date Announced Between 01/01/2008 to 01/12/2014 141
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11.3 Test of bankruptcy acquisitions - Total 

 

 

 

 

 

Event day (t) AAR t-stat p-value CAAR t-stat p-value
-15
-14 0.277% 1.139 0.257 0.277% 1.139 0.257
-13 -0.045% -0.123 0.902 0.231% 0.466 0.642
-12 0.086% 0.328 0.744 0.317% 0.565 0.573
-11 -0.263% -0.953 0.343 0.054% 0.085 0.933
-10 -0.060% -0.183 0.855 -0.007% -0.009 0.993
-9 0.440% 0.787 0.433 0.434% 0.612 0.542
-8 -0.194% -0.691 0.491 0.240% 0.333 0.740
-7 0.171% 0.843 0.401 0.411% 0.602 0.549
-6 -0.358% -1.371 0.173 0.053% 0.070 0.944
-5 -0.072% -0.315 0.753 -0.019% -0.025 0.980
-4 0.125% 0.559 0.577 0.106% 0.134 0.893
-3 -0.286% -0.814 0.417 -0.180% -0.198 0.843
-2 -0.166% -0.641 0.523 -0.346% -0.362 0.718
-1 -0.207% -0.910 0.365 -0.553% -0.545 0.587
0 -0.933% -0.606 0.546 -1.486% -0.751 0.454
1 0.480% 0.904 0.368 -1.006% -0.464 0.643
2 -0.398% -1.042 0.300 -1.404% -0.581 0.563
3 0.631% 1.319 0.190 -0.773% -0.365 0.715
4 0.180% 0.451 0.653 -0.593% -0.298 0.766
5 0.085% 0.391 0.697 -0.508% -0.258 0.797
6 0.009% 0.017 0.987 -0.499% -0.286 0.776
7 0.228% 0.438 0.662 -0.271% -0.168 0.867
8 0.136% 0.481 0.631 -0.135% -0.081 0.935
9 0.372% 0.717 0.475 0.238% 0.154 0.878

10 -0.780% -1.968 0.051 * -0.542% -0.324 0.746
11 0.037% 0.128 0.899 -0.505% -0.302 0.763
12 0.129% 0.475 0.636 -0.376% -0.221 0.825
13 0.102% 0.358 0.721 -0.274% -0.154 0.878
14 -0.152% -0.763 0.447 -0.426% -0.244 0.808
15 -0.180% -0.992 0.323 -0.607% -0.340 0.735

Total Bankrupt
N = 121
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11.4 Test of bankruptcy acquisitions – post crisis 

 

 

 

 

 

Event day (t) AAR t-stat p-value CAAR t-stat p-value
-15
-14 0.274% 1.042 0.300 0.274% 1.042 0.300
-13 -0.328% -0.930 0.354 -0.054% -0.109 0.914
-12 -0.041% -0.142 0.888 -0.095% -0.166 0.868
-11 -0.131% -0.435 0.665 -0.226% -0.331 0.742
-10 -0.238% -0.635 0.527 -0.464% -0.586 0.559
-9 0.467% 0.727 0.469 0.003% 0.004 0.996
-8 -0.179% -0.620 0.536 -0.176% -0.248 0.805
-7 0.241% 1.077 0.284 0.065% 0.095 0.925
-6 -0.572% -2.520 0.013 * -0.507% -0.677 0.500
-5 -0.183% -0.717 0.475 -0.690% -0.893 0.374
-4 0.137% 0.569 0.570 -0.553% -0.735 0.464
-3 -0.368% -0.920 0.360 -0.920% -1.005 0.317
-2 -0.066% -0.253 0.801 -0.987% -0.966 0.336
-1 -0.280% -1.165 0.247 -1.266% -1.180 0.241
0 -1.166% -0.653 0.515 -2.432% -1.085 0.280
1 0.405% 0.666 0.507 -2.027% -0.822 0.413
2 -0.192% -0.475 0.636 -2.219% -0.806 0.422
3 0.825% 1.605 0.112 -1.394% -0.583 0.561
4 0.366% 0.814 0.417 -1.028% -0.458 0.648
5 -0.037% -0.159 0.874 -1.066% -0.481 0.632
6 0.011% 0.019 0.985 -1.054% -0.543 0.588
7 0.226% 0.389 0.698 -0.828% -0.476 0.635
8 -0.006% -0.020 0.984 -0.834% -0.464 0.644
9 0.318% 0.540 0.591 -0.516% -0.314 0.754

10 -0.672% -1.570 0.120 -1.188% -0.650 0.517
11 0.006% 0.019 0.985 -1.182% -0.642 0.522
12 0.211% 0.713 0.478 -0.971% -0.516 0.607
13 -0.086% -0.281 0.780 -1.057% -0.537 0.592
14 0.075% 0.399 0.691 -0.982% -0.502 0.617
15 -0.168% -0.935 0.352 -1.150% -0.574 0.567

Bankrupt Post-Crisis
N = 104
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11.5 Test of bankruptcy acquisitions – during crisis 

 

 

 

 

 

Event day (t) AAR t-stat p-value CAAR t-stat p-value
-15
-14 0.294% 0.448 0.660 0.294% 0.448 0.660
-13 1.685% 1.176 0.257 1.979% 1.105 0.285
-12 0.859% 1.518 0.149 2.838% 1.525 0.147
-11 -1.076% -1.553 0.140 1.762% 1.025 0.321
-10 1.027% 2.288 0.036 * 2.789% 1.398 0.181
-9 0.277% 0.403 0.692 3.066% 1.302 0.211
-8 -0.280% -0.296 0.771 2.786% 1.024 0.321
-7 -0.260% -0.576 0.573 2.526% 1.034 0.317
-6 0.954% 0.783 0.445 3.480% 1.272 0.221
-5 0.602% 1.277 0.220 4.082% 1.418 0.175
-4 0.052% 0.083 0.935 4.134% 1.331 0.202
-3 0.214% 0.412 0.686 4.348% 1.403 0.180
-2 -0.776% -0.839 0.414 3.573% 1.401 0.180
-1 0.238% 0.343 0.736 3.811% 1.336 0.200
0 0.490% 0.537 0.598 4.301% 1.479 0.159
1 0.938% 1.364 0.191 5.239% 1.769 0.096 *
2 -1.658% -1.483 0.157 3.581% 1.050 0.309
3 -0.554% -0.423 0.678 3.027% 0.851 0.408
4 -0.957% -1.417 0.176 2.071% 0.588 0.565
5 0.834% 1.378 0.187 2.905% 0.823 0.423
6 -0.005% -0.005 0.996 2.900% 0.784 0.445
7 0.240% 0.227 0.824 3.139% 0.725 0.479
8 1.007% 1.165 0.261 4.146% 0.982 0.341
9 0.703% 0.847 0.409 4.849% 1.113 0.282

10 -1.439% -1.353 0.195 3.411% 0.840 0.413
11 0.229% 0.281 0.783 3.640% 0.971 0.346
12 -0.374% -0.553 0.588 3.266% 0.885 0.389
13 1.250% 1.635 0.122 4.515% 1.207 0.245
14 -1.539% -1.968 0.067 * 2.976% 0.896 0.384
15 -0.255% -0.362 0.722 2.721% 0.802 0.434

Bankrupt During-Crisis
N = 17
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11.6 Test of bankruptcy acquisitions – manufacturing targets 

 

 

 

 

 

Event day (t) AAR t-stat p-value CAAR t-stat p-value
-15
-14 0.258% 0.876 0.386 0.258% 0.876 0.386
-13 -0.517% -0.694 0.491 -0.259% -0.303 0.763
-12 0.208% 0.461 0.647 -0.051% -0.044 0.965
-11 0.152% 0.403 0.689 0.101% 0.088 0.930
-10 0.089% 0.230 0.819 0.190% 0.157 0.876
-9 0.782% 2.258 0.029 * 0.972% 0.725 0.472
-8 0.283% 0.616 0.541 1.255% 1.040 0.304
-7 0.258% 0.732 0.468 1.513% 1.405 0.167
-6 -0.632% -1.710 0.094 * 0.881% 0.719 0.476
-5 -0.301% -0.931 0.357 0.580% 0.429 0.670
-4 0.045% 0.120 0.905 0.625% 0.457 0.649
-3 0.365% 0.878 0.384 0.990% 0.653 0.517
-2 -0.591% -1.102 0.276 0.399% 0.244 0.808
-1 0.032% 0.099 0.922 0.431% 0.276 0.784
0 -3.089% -0.794 0.431 -2.658% -0.579 0.566
1 0.812% 0.653 0.517 -1.845% -0.367 0.716
2 -1.009% -1.207 0.234 -2.854% -0.501 0.618
3 1.150% 1.090 0.281 -1.704% -0.350 0.728
4 1.095% 1.363 0.180 -0.609% -0.141 0.888
5 -0.033% -0.076 0.940 -0.642% -0.153 0.879
6 1.304% 1.047 0.301 0.662% 0.198 0.844
7 1.251% 1.010 0.318 1.913% 0.668 0.508
8 0.268% 0.875 0.386 2.180% 0.775 0.442
9 0.040% 0.117 0.907 2.220% 0.787 0.435

10 -0.982% -1.737 0.089 * 1.238% 0.405 0.687
11 0.983% 2.374 0.022 * 2.222% 0.756 0.454
12 -0.107% -0.281 0.780 2.115% 0.701 0.487
13 -0.058% -0.140 0.889 2.057% 0.647 0.521
14 0.315% 0.871 0.388 2.372% 0.778 0.441
15 -0.189% -0.762 0.450 2.183% 0.700 0.487

N = 47
Bankrupt Manufacturing
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11.7 Test of bankruptcy acquisitions – non-manufacturing targets 

 

 

 

 

 

Event day (t) AAR t-stat p-value CAAR t-stat p-value
-15
-14 0.288% 0.814 0.418 0.288% 0.809 0.421
-13 0.255% 0.684 0.496 0.543% 0.882 0.381
-12 0.008% 0.024 0.981 0.551% 0.964 0.338
-11 -0.527% -1.370 0.175 0.024% 0.031 0.975
-10 -0.155% -0.317 0.752 -0.131% -0.138 0.891
-9 0.223% 0.247 0.806 0.092% 0.114 0.909
-8 -0.496% -1.396 0.167 -0.405% -0.446 0.657
-7 0.116% 0.463 0.645 -0.289% -0.325 0.746
-6 -0.184% -0.508 0.613 -0.473% -0.486 0.628
-5 0.073% 0.229 0.820 -0.400% -0.410 0.683
-4 0.176% 0.620 0.537 -0.224% -0.231 0.818
-3 -0.699% -1.365 0.176 -0.923% -0.806 0.423
-2 0.104% 0.412 0.681 -0.819% -0.690 0.493
-1 -0.359% -1.149 0.254 -1.178% -0.874 0.385
0 0.436% 0.846 0.401 -0.742% -0.511 0.611
1 0.269% 0.717 0.476 -0.474% -0.296 0.768
2 -0.010% -0.029 0.977 -0.483% -0.289 0.773
3 0.302% 0.731 0.467 -0.182% -0.112 0.911
4 -0.401% -0.996 0.323 -0.583% -0.320 0.750
5 0.160% 0.680 0.499 -0.422% -0.228 0.821
6 -0.814% -2.425 0.018 -1.236% -0.636 0.527
7 -0.422% -1.332 0.187 -1.658% -0.857 0.394
8 0.053% 0.124 0.902 -1.605% -0.778 0.439
9 0.583% 0.700 0.486 -1.022% -0.568 0.571

10 -0.651% -1.186 0.239 -1.673% -0.854 0.396
11 -0.564% -1.449 0.152 -2.237% -1.114 0.269
12 0.279% 0.737 0.463 -1.958% -0.963 0.338
13 0.203% 0.519 0.605 -1.755% -0.831 0.409
14 -0.449% -1.950 0.055 -2.204% -1.042 0.301
15 -0.175% -0.669 0.506 -2.378% -1.097 0.276

Bankrupt Non-Manufacturing
N = 74
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11.8 Deal search criteria for non-bankruptcy transactions in Europe 

 

 

Source: Thomson One 

 

 

 

Search Criteria
Request Operator Description Hits
 Database Include All Mergers & Acquisitions n/a

 Acquiror Nation (Code) Include

Andorra
Austria
Bosnia and Herzegovina
Belgium
Bulgaria
Belarus
Czech Republic
Croatia
Cyprus
Czechoslovakia
Denmark
Estonia
Faroe Islands
Finland
France
East Germany
Georgia
Guernsey
Gibraltar
Greenland
Greece
Hungary
Iceland
Isle of Man
Republic of Ireland
Italy
Jersey
Latvia
Liechtenstein
Lithuania
Slovenia
Luxembourg 326911

 Acquiror Public Status (Code) Include Public 106096
 Bankruptcy Flag (Y/N) Equals No 105248
 Date Announced Between 01/01/2008 to 12/31/2013 22083
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11.9 Deal search criteria for non-bankruptcy transactions in Europe 

 

 

 

 

 

Event day (t) AAR t-stat p-value CAAR t-stat p-value
-15
-14 0.00% -0.042 0.966 0.00% -0.037 0.971
-13 0.12% 4.541 0.000 *** 0.12% 3.284 0.001 ***
-12 -0.01% -0.185 0.853 0.11% 2.448 0.014 **
-11 -0.04% -1.496 0.135 0.07% 1.473 0.141
-10 -0.10% -3.714 0.000 *** -0.02% -0.481 0.630
-9 -0.11% -4.466 0.000 *** -0.14% -2.317 0.021 *
-8 0.06% 2.384 0.017 ** -0.08% -1.222 0.222
-7 0.00% -0.046 0.963 -0.08% -1.144 0.253
-6 0.03% 0.951 0.342 -0.05% -0.724 0.469
-5 0.04% 1.439 0.150 -0.02% -0.235 0.814
-4 0.03% 1.142 0.254 0.01% 0.158 0.875
-3 -0.03% -1.232 0.218 -0.02% -0.235 0.814
-2 -0.08% -3.272 0.001 *** -0.10% -1.130 0.258
-1 0.07% 2.637 0.008 *** -0.03% -0.358 0.721
0 0.58% 14.667 0.000 *** 0.54% 5.554 0.000 ***
1 0.11% 3.951 0.000 *** 0.65% 6.489 0.000 ***
2 -0.10% -3.590 0.000 *** 0.55% 5.371 0.000 ***
3 0.06% 2.299 0.022 ** 0.61% 5.843 0.000 ***
4 0.02% 0.831 0.406 0.63% 5.930 0.000 ***
5 -0.06% -2.461 0.014 ** 0.57% 5.228 0.000 ***
6 -0.02% -0.620 0.535 0.55% 5.008 0.000 ***
7 -0.01% -0.453 0.650 0.54% 4.813 0.000 ***
8 -0.08% -2.755 0.006 *** 0.46% 4.032 0.000 ***
9 -0.07% -2.672 0.008 *** 0.40% 3.386 0.001 ***

10 0.08% 2.987 0.003 *** 0.48% 3.981 0.000 ***
11 -0.01% -0.274 0.784 0.47% 3.847 0.000 ***
12 -0.09% -3.205 0.001 *** 0.38% 3.078 0.002 ***
13 -0.01% -0.531 0.596 0.37% 2.944 0.003 ***
14 -0.08% -2.959 0.003 *** 0.29% 2.260 0.024 **
15 -0.02% -0.765 0.444 0.31% 2.406 0.016 **

Total Non-Bankrupt
N = 14,374
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11.10 AAR development over the 30 day event window – total non-bankruptcy acquisitions 

 

 

11.11 AAR development over the 30 day event window – total bankruptcy acquisitions 
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11.12 AAR development over the 30 day event window – bankruptcy acquisitions during crisis 

 

 

11.13 AAR development over the 30 day event window – bankruptcy acquisitions post-crisis 
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11.14 AAR development over the 30 day event window – manufacturing bankruptcy acquisitions  

 

 

11.15 AAR development over the 30 day event window – non-manufacturing bankruptcy 
acquisitions 
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11.16 Average multiple valuations: EV to EBITDA 

 

Source: Authors own contribution based on http://www.ft.com/cms/s/0/052817e0-1e49-11e5-
ab0f-6bb9974f25d0.html#axzz48Qu6nEoi;  
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