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Executive summary 
This thesis performs a quantitative study of the performance of synergies of mergers and 

acquisitions in the Nordic market. It investigates three hypotheses, each relating to a different 

variation of synergy when two firms combine into one by comparing pro forma pre-merger values 

to post-merger values of the merged entity. The results are analyzed and discussed against the latest 

M&A theory and research from earlier studies.  

The thesis bases its hypotheses on the two different perspectives in the M&A theory: the economic 

perspective and the finance theory. The two perspectives explain the various rationales and possible 

synergies for mergers such as: economy for scale, revenue enhancement, and tax benefits among 

others.  The hypotheses test whether the synergies can be experienced after merging the firms with 

multiple performance measurements and in three different levels and: profitability, value creation, 

and financial synergies. The results are based on the tests statistics from the one and two sample t-

tests, the Wilcoxon Signed Rank test and finally a cross-sectional regression is made to further aid 

or dismiss the findings from the statistical tests. Further, the performance is divided into three 

groups: Full sample, Scandinavian versus World deals, and related versus unrelated deals.   

A sample of 137 M&A deals with public firms from Denmark, Finland, Norway, and Sweden are 

examined. The deals were collected in the period from 1995-2011 due to need of data five years 

prior to the deal and five years after the deal. The results of the thesis was mixed. For the 

profitability measures, the EBITDA margin showed a significantly positive effect while the revenue 

growth was significantly negatively affected. In the sense of value creation, cash flow return scaled 

by market value of assets significantly after the merger, together with the capital expenditure ratio. 

The working capital ratio and Tobin’s Q experienced a significantly decrease. For the financial 

synergies, it was possible to see that the tax shield was significantly lower after the merger. 

The thesis does not investigate why results does not completely follow the theory, as it is beyond 

the scope of the thesis but suggests some recommendations for further research. In future studies, a 

more qualitative approach than the thesis’ quantitative approach could be used to see why and 

where the mergers fail to create synergies and to what extent the managers responsible for the 

M&A deals act in the shareholders’ best or persecute personal glory. 	 	
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1 Introduction 
 Background 1.1

Mergers and acquisitions or short M&As are complex transactions between firms with high 

economic value at stake. The management of these firms often uses M&As to gain competitive 

advantages, increase their market shares and grow the firm, and thereby realize corporate 

objectives. M&As can be divided into three different groups: horizontal, vertical and unrelated 

(Berk & DeMarzo, 2014). Horizontal M&As take places within the same market and rivals can 

acquire or merge with each other to gain valuable market shares. The vertical M&As happens when 

firms buy a part of the value chain in order to optimize and finally, firms with diversification 

strategies can buy an unrelated businesses to offset volatile income as an example. These M&A 

deals have through time shown a curious feature, as the deals have shown a tendency to suddenly 

cluster and increase the level of activity. This pattern has been recognized for over 100 years in the 

US and in the recent periods also in the Europe and Scandinavia (Sudarsanam, 2010), yet no one 

knows the true causes of mergers waves. However, merger waves are often seen as reactions to 

changes in the external economic surroundings such as political, economic, social, or technological 

changes (Harford, 2005).  

M&A deals are a widely researched topic within the corporate world, yet there are no conclusive 

results to answer whether or not an M&A actually is a good investment for a firm (Bruner, 2004). 

Researchers have usually used two different approaches in earlier studies: accounting-based and 

market-based measurements of post-mergers synergies. There has been a great focus on market 

based studies, where event studies has been done to measure both the immediate effect after the 

announcement and completion and more long-term effects on up to five years after the completion. 

The main results from these studies shows that the target firm’s investor gains value, while the 

investors of the acquiring firm experience either no value or value loss (Bruner, 2004). The main 

problem with measure synergies as short-term abnormal returns, are that it may take time for the 

synergies to materialize. According to recent studies done by Maksimovic et al. (2011) and 

Fulghieri & Sevilir (2012), the synergies created in an merger will take a few years before it is 

visible in the performance of the firm. These results motivate a study with a longer time perspective 

than the immediate change in stock prices. Further, Kukalis (2013) reports the answer to a survey 

where the CEOs of the 400 largest M&A transactions between 1995 and 200 were asked if market-
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based or operating-based measures were best in measuring post-merger performance. A majority 

indicated that accounting-based are the most suitable indicator of post-merger performance. This 

raises questions about the heavy focus on market-based measures when examining the effect of a 

merger. Even though there have been studies on the accounting-based performance, the results are 

still unclear and the knowledge on this issue is limited (Kukalis, 2013).  

As most this research have been based on data from American firms and databases due to the great 

M&A activity in the country as well as the large amount of available data from the activity. Some 

individual studies have used Philippine or Indian data among others but hardly any studies have 

looked at the Scandinavian market and seen whether findings are in line with the previous research 

conducted. Further, there is still a lack of accounting based studies since most earlier researches 

measures the effect on stock prices. 

 Research Question 1.2

The uncertainty about M&As and their actual synergy creation in research in combination with the 

scarce exploration of Scandinavian M&A activity gives motivation to examine M&A in the 

Scandinavian market. The heavy focus on market-based performance and the limited knowledge on 

how the accounting-based synergies are affected motivate a study that examines the operating-

based measures instead of stock prices. This leads to the following research question: 

How do Scandinavian mergers and acquisitions perform in terms of creating and sustaining 

synergies? 

To answer this question the succeeding sub-questions are studied: 

• What is the theoretical evidence behind M&A performance? 

• How do the merged firm perform compared to the two entities combined? 

• Is it possible to see differences in performance when Scandinavian firms acquirer local or 

international targets? 

• Is it possible to see differences in performance between related and unrelated mergers? 

This thesis aims to study the post-merger effect of firms going through an M&A deal in the 

Scandinavian market. The thesis focuses on the effect on the accounting-based measures, i.e. the 

operating performance of the firms. By comparing different measurement in a five-year period 

before and after the merger, the goal is to determine whether mergers do create synergies or not. It 
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will be further studied if the synergies differ between local and international mergers, as well as 

between related and unrelated mergers.  

 Acknowledgement 1.3

We would like to give our greatest appreciations to our supervisor Mr. Björn Preuss from 

Copenhagen Business School. Björn’s feedback and knowledge has been of great value for us 

during the process of writing the thesis as well as being a committed and pragmatic supervisor. 
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2 Theoretical Framework 
In this chapter, the ideas behind the rationales in M&A’s will be examined. The literature behind 

this topic is vast and the chapter will only cover the rationales and refrain from discussing the 

technical and administrative aspects of M&A’s. The focus of the chapter will be on the creation of 

synergy and the motivations behind an M&A. The chapter starts with a review of some of the latest 

and most relevant literature on the area of M&As. Afterwards, the theoretical fundamentals will 

examined, which are largely based on Sudarsanam’s book Creating Value from Mergers and 

Acquisitions (2010) with support of Damodaran’s paper, The Value of Synergy (2005). Other 

studies and books are also used in less extent. 

 Literature Review 2.1

In this part of the thesis, an overview of earlier research will be presented. First, there will be a 

short discussion about the general findings within the field. Next, there will be a more detailed 

review of relevant studies for this thesis. Here, methodology, theory and results will be discussed.   

2.1.1 Earlier Research 

The earlier research within the field of mergers and acquisition are normally divided into measuring 

market or operational effects. Many event studies have tried to capture both short and long- term 

effects that follow from an M&A. The event studies yield an insight about market-based returns to 

the shareholder of the target firm, buyers, and the combined entity. Bruner (2004) published a 

report where he covers the research done within the field and the overall findings. According to 

him, up until 2004, there were 25 studies about the abnormal returns to target firms’ shareholders. 

The result from these showed that the target firm shareholders earn significant returns, despite 

variations in time period, type of deal, and observation period in the different studies. The 

conclusion was that in the short term, the M&A transaction delivered a premium return for the 

target’s shareholders.  

The results for the acquiring firms’ shareholders are not as unanimous as for the shareholders of the 

target firms. Bruner (2004) showed that about 40% of roughly 50 studies reported a negative 

announcement return to buyers, while 60% reported a positive return. After taking statistical 

significance into account, the results were as follow: 26% showed negative returns, 31% showed 

insignificant results, and 46% showed significantly positive returns. When looking at studies of the 
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returns to buyers over a multi-year period after the transaction, 11 out of 16 studies reported 

negative and significant returns.  

Studies have also been performed in order to capture the net economic gain from M&A deals, i.e. 

the abnormal returns to acquiring and target firms combined. By forming a portfolio of the 

acquiring and target firm the effects could be captured and then examined by either their weighted 

average returns or the absolute dollar value of returns. According to Bruner (2004), out of 24 

studies, almost all studies on combined returns reported positive returns, where 14 were significant. 

The finding in these studies suggested that M&A activity actually do create net gains for the 

investors.  

The other stream of research on M&A returns is focused on the reported financial performance of 

the buyers. These studied the effect of M&A transactions on the profit margins, growth rates, and 

returns on assets, capital, and equity. Of the 15 reports Bruner (2004) found, two reported 

significantly negative post-merger performance, four reported significantly positive, and the rest 

reported mixed results. Since Bruner’s report was published in 2004, further studies have been done 

within the field of post-merger performance. The results have been similar to what Bruner (2004) 

reported, and therefore his summary still gives a fair overview of the studies and results within the 

field of study. Some of these studies will be discussed further below. 

2.1.2 Related Literature  

The following reports are classified as ‘related literature’ in the sense that they all examine post-

merger performance with a focus on accounting based measurements instead of stock prices. They 

will help understanding which methods that are used, and more important, which measurements that 

are commonly used as a proxy for operating performances. These will later form the basis, together 

with the theory, for which measurements that will be used in this thesis.  

One of the earliest and most influential researches within the field of M&As and the effect on the 

operating performance was the report by Healy et al. (1992). They investigated the 50 largest U.S. 

M&A transactions that took place between 1979 and 1985. The sample consisted of listed U.S. 

firms where neither the acquirer nor the target was within financial or regulated industries. In order 

to capture the operating performance, they used pretax operating cash flow returns on assets. They 

argued that this was an appropriate measurement since cash flow represents the actual economic 

benefits generated by the assets. In order to get a return metric that was comparable across time and 
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firms, the cash flow was deflated by the market value of assets. To be able to see if any potential 

synergies arise from the merger, they compared the pre-merger with the post-merger period. In the 

pre-merger period, they aggregated the performance data of the bidding and target firms to obtain 

the pro forma performance of the combined firms. In the post-merger years, the actual reported data 

for the merged firms was used. The performance was adjusted by the industry cash flow median, in 

order to avoid economy wide and industry specific shocks. Their results showed that the sample 

firms only generated a significantly higher cash flow return for one of the five years in the pre-

merger period. After the merger, four out of five years showed a significantly positive return. 

Further, they used a cross-sectional regression approach in order to compare the performance in the 

two periods. According to the authors, this captures any potential abnormal industry-adjusted cash 

flow return if the intercept of the regression was positive and significant. Their results showed that 

the cash flow return increased in the post-merger period. The intercept reported 2.8%, indicating 

that there was a 2.8% increase in the post-merger returns after controlling for the pre-merger 

performance. The significant slope coefficient indicated that the returns tend to persist over time. 

When adding a dummy for level of overlapping businesses, they found that the improvement in 

performance was particularly strong for firms with overlapping business. They also investigated the 

operating margins, where no effect could be seen. Questions may be raised about the study due to 

the relatively short time period. Since only six years were examined, all deals were affected by the 

current state of economy. And since mergers tend to cluster in industries, it can be hard to make any 

general conclusion from such a small time period.  

This is regression has often been used in other studies, where Moeller & Schlingemann (2005) and 

Andrade et al. (2001) are two of them. Moeller & Schlingemann (2005) investigated U.S. merger 

between 1985 and 1995, where they studied how cross-border acquisitions differ from domestic 

transaction based on both stock returns and operating performance measures. In their report they 

argued that it is interesting to study the effect on cross-border acquisition since it could lead to a 

global diversification of the merged firms. They found that the stock return for the cross-border 

mergers were significantly lower, and also that the changes in operating performance was 

significantly lower for cross-border mergers compared to domestic. The cross-border mergers 

experienced a mean change in operating performance of -0.067 while the domestic sample reported 

-0.002. By performing the regression presented by Healy et al. (1992) and adding a dummy for 

cross-border mergers, they got a significant coefficient of -0.020 indicating that any change in 

operating performance was significantly less for the cross-border mergers than for the domestic 
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sample. Another study that used the same approach was Andrade et al. (2001). They argued that 

mergers tend to cluster by industry within a merger wave, and it was therefore useful to study the 

effect on operating performance over a longer time period. In their study, they have investigated 

U.S. mergers between 1973 and 1998. To capture the operating performance, they investigated the 

effect on the operating profit margin of the firms. First, they showed that the operating margin is 

significantly higher than the industry benchmark in the year prior to the deal, and this was kept 

intact in the two years after the merger. Further, from the cross-sectional regression they showed 

that the abnormal operating performance measure was improved by 1.07% (significant at the 1% 

level), indicating that there was on average a 1.07% increase in operating performance in the post-

merger years. 

A recent study by Alhenawi & Krishnaswami (2015) investigated the long-term effect on 

performance, where they study 316 mergers completed during the period 1998-2007. To capture 

any potential synergies after the merger they used two measurements: Tobin’s Q and excess value. 

They argued that the Tobin’s Q was suitable since it incorporated a measure of the market value of 

assets, and it therefore reflected the investors’ perspective which further was reflective of current 

and expected future performance. The overall findings of the study showed that both Tobin’s Q and 

excess value worsen in the first year but then systematically improves. They also showed that this 

improvement was higher for unrelated mergers than for the related mergers. For the pooled five-

year window, the Q was significantly greater than one, which according to the authors of the report 

meant that the firms are successful in creating value after the merger.  

Due to the complexity of an M&A deal and the different motives behind them, it may be desirable 

to expand the studies to not only include the effect on a singe performance measurement as the 

studies above mainly have. Devos et al. (2009) published a report where they investigated the effect 

on both operational and financial synergies. The study consists of a sample of 264 mergers, where 

they compared the actual performance of the merged firms with the forecasts predicted by Value 

Line before the merger took place. Operating synergies are defined in their report as increase in 

after-tax operating profits less the change in investments and working capital. The change in tax 

shield is defined as financial synergies. Their results showed that the total synergies are 10.03% of 

the combined equity value of the firms. Operating synergies contributed with 8.38% while financial 

synergies only accounted for 1.64%. The main findings suggested that the synergies were mainly 

generated by cutback in investments rather than increased profit margins.  



	

	 11 

Since most M&A deals are located in the U.S. it comes naturally that most research studies the 

American market. There is however some studies that have focused on the European market, where 

Huyghebaert & Luypaert (2013) is one of the most recent. They studied 293 European M&A deals 

in the period 1997 to 2005, and investigated the effect on the operating and financial synergies of 

the firms. To capture the operating synergies they examined the effect on growth rate, operating 

costs, working capital and investments. The results showed that the growth rates of the merged 

firms were significantly higher than the industry benchmark for all three years after the merger. 

Also the cost savings in form of operating costs were significant for the three years. The study also 

showed that both the working capital and new investments tend to increase after the merger. The 

financial synergies were measured as leverage ratio, where they found that the increase was 

significant for all years examined. This indicated that the debt capacity, i.e. ability to fund them self 

by debt, was increasing after the merger. Doukas et al. (2002) focused only on Swedish M&A deals 

in their report, where they had a sample of 101 deals in the period 1980 to 1995. In their report, they 

compared related mergers with diversifying to see if any differences could be captured. Operating 

performances were measured in the form of revenue growth, operating margins, return on assets 

and return on equity. Their findings suggested that the profit margin and return on assets were 

declining after diversifying mergers. The effect on return on equity after a diversifying merger was 

insignificant.  

Srai et al. (2010) published a report with the purpose of giving an understanding of the operational 

aspects of an M&A deal. They define five main value contributions that may arise from an M&A 

that should be taken into account when investigating the effect on the firms. They identified five 

major value contributions; revenue growth, margin improvement, tax optimization, asset reduction 

and working capital. These were factors that contributed added value to the firms in the terms of 

increased free cash flow.  

FCF Component Value Contributor Desired Increment
Revenues Revenue Growth More
Operating Profit Margin Improvement More
Tax on Operating Profit Tax Optimisation Less
Capital Expenditure Asset Reduction Less
Working Capital Working Capital Adjustment Less 	

Table 2.1 - Source: Srai et al. (2010) 

The table above summarizes the components and how they are to develop in order to increase the 

value contributed to the merged firms.  
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 Synergy Creation 2.2

In business, synergy relates to the effect that is generated by uniting two or more separated firms. 

Synergy originates from the Greek word sunergos meaning working together (Oxford University, 

2017) and the effect is measured in the additional value that the merged firm can create by 

exploiting opportunities unavailable to the single firms before the merger (Damodaran, 2005). 

There are several sources for creating potential synergy. In this thesis the sources are divided into 

two different groups, each differentiated by their own perspective. The two perspectives are: the 

economic perspective and the finance theory perspective.  

2.2.1 Economic Perspective on Mergers 

A reason to understand why firms initiate a merger can be expressed by the economic perspective 

of a merger. The rationales for mergers under this perspective are typically based on cost reduction 

and market power. The economic perspective on mergers focuses on the externalities of the firm, on 

its competitors, and market structure. In most business theory and in this perspective, a firm is 

considered as a homogeneous decision-making unit with focus on maximizing its profitability 

through sustaining or achieving sustainable competitive advantage over its rivals.  How a firm 

creates or achieves its competitive advantage depends in which market structure the firm operates 

(Sudarsanam, 2010).  The following parts will discuss the various methods to increase profitability 

through the economic perspective.  

2.2.1.1 Revenue Enhancement 

Revenue enhancement can occur through various sources. One of the possibilities for revenue 

enhancement comes from the increased market power of a horizontal M&A. Increased market 

powers make it possible to dictate (to some degree) the price of the products in the market or to 

compete more effectively on non-price positions, as the competition in the market will decrease and 

thus give the merged firm greater pricing powers, which should result in higher margins 

(Damodaran, 2005) (Sudarsanam, 2010). Studies have found that higher market shares is correlated 

with higher profits, however, the increased market share might be short-lived, as the rival firms tend 

to copy the merger strategy and gain increased market share, fading the market power of the 

original merged firm (Sudarsanam, 2010). This is in line with the industry clustering of mergers 

mentioned in the introduction.  
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Sudarsanam (2010) states that conglomerates are responsible for most unrelated mergers; hence it 

will be referred to as unrelated mergers in the thesis. The economic perspective of unrelated 

mergers implies that unrelated mergers create value as a result of increased market power 

(Sudarsanam, 2010). Market power gives the firm the ability to take anti-competitive actions 

towards its rivals or potential new entrants. This market power comes from the range of the firm’s 

activities and their size. A firm with unrelated businesses can use its profits from one business to 

subsidize another business by following a pricing policy that prices its products well below its 

single business competitors and thereby gives the competitors a disadvantage, and will hopefully be 

eliminated. This strategy requires “deep pockets” as the policy can give losses in the beginning but 

will eventually recover the losses, when the competitors cannot compete anymore (Sudarsanam, 

2010). However, there is little evidence of firms using unrelated acquisitions to follow such 

strategies and if employed the results of this strategy is mixed (Sudarsanam, 2010). Another source 

of increased revenue may occur through acquisitions of complementors1. Firms can gain revenue 

growth by introducing complementary firms into the market, as the demand for their products 

increases when the demand for the complementary products also increases (Sudarsanam, 2010). In 

the light of an M&A deal, a firm might see another firm’s products as complementary and this 

complementarity is yet to be fully exploited. Hence, an acquisition could enable the acquiring firm 

to power its abilities to develop the complementarity and make it more noticeable (Sudarsanam, 

2010). 

By exploiting each other’s marketing resources and capabilities, merging firms have the possibility 

to increase their sales of each other’s products. Just as well, the merging firms can facilitate their 

distribution channels to sell each other’s products, thus increase the overall output of both firms, as 

each firm’s distribution capacity is more efficiently used (Damodaran, 2005). Lastly, an important 

source of growth in revenue can come from network externalities2. Network externality results from 

the creation of a customer base with customers sharing a common experience that, by interaction 

between them, can be made more effective. The motivation to buy the product comes from the 

incentive to intensify the interaction and join the customer base (Sudarsanam, 2010). What matters 

for these customers are not the products attributes, but instead the possibility to be linked to the 

network.  

																																																								
1 Complementors are firms that sell complementary products of the original firm.  
2 A network externality exists when the value of a product to an individual customer depends on the number of other users of the product. The 
Internet and mail are two examples.	
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2.2.1.2 Cost Efficiencies 

2.2.1.2.1 Economy of Scale 

Economies of scale refer to cost reduction in production of a product. Normally, economies of scale 

appear when firms merge in horizontal level to exploit their production capabilities but can also be 

seen in non-horizontal mergers (Damodaran, 2005). Production costs may have a fixed component 

that is separate to the volume of the production, e.g. rents, administrative costs etc., the average cost 

per unit produced decreases as the volume of production increases. Likewise, economies of scale 

can be uncovered in non-production costs such as marketing, distribution etc. provided that they 

have a fixed cost compared to the volume of production. In practice, many of the activities in the 

merging firms can be combined and restructured to be leaner. Smaller sales team, avoidance of 

duplicating R&D, and pooling of marketing expenditures are all examples of economy of scale 

(Sudarsanam, 2010). However, there is a limit to scale economies when the average production cost 

does not fall with increasing production volume, which is called the minimum efficient scale (MES) 

(Sudarsanam, 2010). In an M&A, the merging firms can jointly produce and sell a larger amount of 

their product than on its own and this reasoning is often the justification for many M&A deals 

(Sudarsanam, 2010). Some limits may emerge for scale economies for various reasons. When the 

minimum efficient scale is passed, there are no other efficient improvements and the rationale 

behind the M&A deal is diminished. Before merging for scale economies, some factors must be 

considered. The associated costs of scale economies may include costs of plant closures or 

environmental cleanup costs. The risks associated with scale economies, and thereby indirect costs, 

could be the risk of losing the skills of the departing workers and further, they could carry those 

skills to the merged firm’s competitors (Sudarsanam, 2010). Another risk could be the one of poor 

post-merger integration, as economy of scale requires extensive integration to be fully operational. 

Poor post-merger integration is a risk that can affect all sorts of possible synergies. Other 

risks/limits may be on the organizational level, when firms become very large and/or with antitrust 

regulations (Sudarsanam, 2010).   

2.2.1.2.2 Economy of Learning 

Firms can increase their output without raising their costs or lower their cost of producing the same 

amount of products by economy of learning. This happens when the managers and workers of a 

firm become more experienced and effective over time in using the available resources. The 

economy of learning is a function of the cumulative output over several periods (Sudarsanam, 
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2010). If the cumulative output is increasing then it increase the opportunity for managers and 

workers to produce each item more efficiently. The workers (and managers) will not only learn 

from their experiences but also from their colleagues, which results in a learning process that can be 

seen in form of more efficient scheduling of production, minimizing wasteful use of materials, 

better teamwork, or avoidance of past mistakes. However, the learning economy has lower limit on 

cost reduction and efficiency. This lower limit is labeled the minimum efficiency learning scale 

(MELS) and at that level the maximum learning has been reached (Sudarsanam, 2010). The 

economy of learning is typically due to more efficient organization and coordination and is 

distinguished from economy of scale by being achieved over several periods rather than a single 

period (Sudarsanam, 2010). In relation to M&As, the economy of learning can be obtained by 

sharing knowledge and experience between the workforces of the merging firms. However, learning 

economy as a rationale for M&As is weaker than the economy of scale, as it requires time to 

become noticeable and effective while the economy of scale increases the output faster 

(Sudarsanam, 2010).   

2.2.1.2.3 Economy of Scope 

Contrary to the two other economies, economy of scope is not characterized by a single product. 

Most modern firms are multi-product firms and firms can achieve scope economies when they are a 

multi-product firm selling several different products. The economy of scope arise when the total 

cost of producing and selling several products is less than the sum of costs of producing and selling 

the same products by individual firms specializing in each of those products. (Sudarsanam, 2010). 

Examples of scope economy include costs of R&D, use of a single umbrella brand to sell several 

products (e.g. Virgin, Trump or Norwegian), and selling various products through a common 

distribution channel. Economy of scope is dependent on capabilities and resources that have a 

mutual applicability across several products. The portfolio of products a firm is selling depends on 

how common the firm’s resources and capabilities are. (Sudarsanam, 2010).  According to 

Sudarsanam (2010), some products and firms may only share the managerial capabilities, which can 

act as a major rationale for unrelated M&A deals. Scope economies differ from scale economies by 

spreading the costs over an increased range of output of different products rather than on an 

increased output of a single product (Sudarsanam, 2010). Scope economy can also be shown as 

increased revenue and profit rather than cost reductions, and revenue enhancement through scope 

economies is often a strategic rationale for M&As of firms that sell related products or technologies 



	

	 16 

(Sudarsanam, 2010). Here it is the effective use of the resources and capabilities already in place 

that can add value through increased sales volume and revenue rather than efficiency. An umbrella 

brand or common marketing channels could help increase the sales of existing or new products and 

could give the opportunity to sell at a premium price to increase profitability (Sudarsanam, 2010). 

Scale, learning, and scope economies are, in theory, often viewed as a function of the size of the 

firm and give larger firms an advantage over the smaller ones, i.e. “big is beautiful and profitable”. 

This gives firms reason to grow and since M&A deals are a fast way to expand and increase firm 

size, many firms opt to use these deals to exploit potential within the described economies. The 

same reasoning justifies many acquirers’ acquisitions and the three cost saving rationales are all 

possible to increase profit margin considerably (Sudarsanam, 2010). 

2.2.1.3 New Growth Opportunities 

Creation of new technologies, products, and markets provides new growth opportunities.  These 

creations are not just extensions of existing technologies, products, and markets, but often changes 

that emerge in unforeseen ways. Examples are TVs, the Internet or cell phones among others. New 

opportunities rose from these creations of new technologies and products and thereby created new 

markets for firms to fill (Sudarsanam, 2010). There are two ways firms can compete, suggested by 

Hamel and Prahalad: Race for the world and race for the future (Sudarsanam, 2010). The first, race 

for the world, is the exploration of competitive advantages in today’s market. This path’s strategies 

include cost leadership by cost efficiencies, product differentiation or by revenue enhancement as 

mentioned earlier. The latter, race for the future, is to change the world by being a first mover. The 

idea behind the racing for the future is not to gain market share, but rather it is about opportunity 

share (Sudarsanam, 2010). Where the former is focused on the short to medium term, the latter is 

focused on future and often represents a gamble with the investment made in an exploratory 

activity, similar to buying an option, as no one knows the outcome of the exploratory process 

(Sudarsanam, 2010). Most mergers are, according to Sudarsanam, launched in the absence of 

complete information about the opportunities for value creation, hence lays an element for 

exploration for the acquiring firm. Examples of this type of mergers are big pharmaceutical firms 

acquiring smaller biotechnology firms because of their drive for exploring the potential of new 

science (Sudarsanam, 2010). 
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2.2.1.4 Vertical Integration 

Another aspect of the economic motivations for a merger is the transaction cost economies and 

vertical integration3. The value chain of a firm represents the various stages from raw input to final 

product brought by the customers. Along the value chain there are different methods a firm can 

receive its inputs for production or sell its outputs from buying at the spot market to vertically 

integrate a firm or make their own division (Sudarsanam, 2010). Firms in the spot market can enter 

into arm’s length transactions4 with its suppliers to source its inputs or its distributors to sell its 

output. On the other hand, the firms can set up production of inputs or distribution of products 

within their control, leading to vertical integration (Sudarsanam, 2010). Between the two extremes, 

internal and external sources of the input and output can be: informal supplier relation, long-term 

contracts, franchise or a strategic alliance. Sudarsanam (2010) defines vertical integration as the 

combination of successive activities in a vertical chain under common coordination and control of 

a single firm. Thus, a merger within the value chain that replaces two or more independent firms 

with a single firm, and internalizes the coordination of successive activities, can be dubbed a 

vertical integration. Whether a firm decides internalize production or distribution or chooses to buy 

it from an external source depends on their situation and the costs and benefits of either alternative 

(Sudarsanam, 2010). A vertical integration can be divided in technical efficiencies and coordination 

efficiencies (Sudarsanam, 2010). The former concerns the process of production, while the latter 

deals with the process of contracting, coordination, monitoring and execution. A vertical integration 

improves the technical efficiencies to some level; a firm could gain more control over quality and 

delivery of inputs. However, it could also give inefficiencies such as diminished incentive to keep 

up with new technology (Sudarsanam, 2010). Similarly, the integration could improve the 

coordination efficiency by avoiding costly contracts with external suppliers among other issues, 

though it might gives higher costs for internal monitoring (Sudarsanam, 2010).  

The economic value creation from vertical integration comes from the comparative efficiency in 

terms of technical and coordination efficiency (Sudarsanam, 2010). To create sustainable 

competitive advantages the merger must also lead to other sources of value, such as revenue 

enhancement, and new growth opportunities by using the existing resources and capabilities of the 

																																																								
3	Vertical	integration	is	also	referred	to	as	vertical	mergers.	
4	An	arm’s	length	transaction	implies	that	the	buyers	and	sellers	of	a	product	act	independently	of	each	other	and	do	not	have	any	
relationship	with	one	another.	An	arm’s	length	transaction,	for	example,	could	be	a	firm	buying	its	input	on	the	spot	market,	where	lots	of	
sellers	are	present	(Sudarsanam, 2010).	
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merging firms and the creation of new resources and capabilities (Sudarsanam, 2010). Revenue 

enhancement can occur through the possibility of bundling two services or products together rather 

than just one product alone. Higher profitability can also be generated by increased market power 

following the vertical integration. Though, mergers within the value chain have the possibility to 

have anti-competitive consequences, as they may provide opportunities for indirect price 

discrimination, remove firms such as suppliers or distributors with countervailing powers or raise 

the entry barriers by raising the capital requirements for new entrants (Sudarsanam, 2010). 

However, evidence of market power improvement by vertical integration has been found to be of 

little notice.  

2.2.1.5 Hypothesis 1 

The economic perspective highlights that the main effect on the firms engaging in a merger is 

increased growth and a more efficient cost structure. Based on this knowledge of rationales and 

possible synergies from the economic perspective, where increased revenue and improved cost 

structure is the focus, the thesis presents the following hypothesis:  

“Firms engaging in a merger experience increased profitability in the years following the deal” 

2.2.2 Finance Theory Perspective on Mergers 

2.2.2.1 Agency Theory in Mergers 

Where the economic perspective focused on the externalities of the firm, the financial perspective 

focuses generally on the internal of a firm such as the internal systems, decision processes, and 

decision-makers’ motivation and their behavior (Sudarsanam, 2010). In other words, the financial 

perspective addresses the stakeholders’ actions in order to maximize the returns from the capital 

they have invested. In this perspective the wealth maximization for the shareholders is the principal 

goal of every investments and financial decisions. Furthermore, the agency model has a major role 

and is considered as a nexus of contracts with managers acting as agents with the possibility of 

enduring agency costs as conflicts of interest can arise between principals (the shareholders) and 

agents (Sudarsanam, 2010). If there are any deviation from the objective of maximize the 

shareholders wealth then it is due to agency problems. M&As undertaken to achieve sustainable 

comparative advantage and create value for the shareholders are in line with the wealth 

maximization principle described above (Sudarsanam, 2010). By combining a firm with excess cash 

but limited investment opportunities and a firm with limited cash but lot of high-return investment 
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opportunities can benefit from a higher value for the merged firm. This is an example, where the 

managers have taken a decision, which falls in line with the shareholders interest of wealth 

maximization. When the excess cash firm invests in the high-return projects it create additional 

value for the combined firm, as the projects would not have been implemented else (Damodaran, 

2005).  

In an organization, where the owners also are managers of the firm, the owner aligns his visions and 

goals with the firm ensuring that they always match. This is not always the case within a 

corporation, as the owners elect a management team to control and oversee the firm. (Sudarsanam, 

2010) Agency problems arise when the managers choose to follow their own self-interest instead of 

the interest of the shareholders by whom the managers are hired. The diversion in interest between 

the managers and shareholders represents the agency costs to the shareholders, which is the amount 

they lose in value-destroying activities by actions made in the interest of the managers 

(Sudarsanam, 2010).  In the real world, the agency problem is often addressed by minimizing the 

situations, where the managers’ interests could conflict with the shareholders’ interests (Berk & 

DeMarzo, 2014). An example could be the managers’ compensations packages are aimed to ensure 

their decisions will align with the shareholders’ interest. Still, the method’s success is limited. If the 

compensation is too closely tied to performance, the shareholders could ask the manager to take on 

more risk than the managers feel comfortable with and thus the managers do not make the decisions 

that their owners would like them to, adding to the agency costs (Berk & DeMarzo, 2014). Another 

limitation to the problem could be that the compensation contracts have vague penalties regarding 

poor performance, making managers’ incentive to make more risky decisions greater. With the 

agency problem in mind, research has found that an increased separation of ownership from control 

results in diffusion of share ownership and a small proportion of the shares end in hands of the 

managers (Sudarsanam, 2010). This diffusion gives the larger amount of small shareholders no 

incentive to monitor the performance of the managers, who in turn gain effective control of the firm 

and may make decisions in favor of the personal interests (Sudarsanam, 2010). 

An important consideration for managers in a merger is the degree of control loss they will 

experience. Control gives the managers the opportunity to enjoy personal benefits (Sudarsanam, 

2010). If a merger gives loss of control to a manager then it will have both monetary and non-

monetary implications, as long as it favors the manager personally (Sudarsanam, 2010). The 

managers of a target firm may try to maximize their own positions and interests rather than the ones 
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of the shareholders. Thus, they may settle for a lower premium, if they get the opportunity to retain 

management control of a certain degree in the merged entity (Sudarsanam, 2010). The acquiring 

firm’s manager can be infected with hubris and hence overestimate the amount of value created 

from the following synergies of an M&A deal. The overestimation then leads to the acquiring firm 

overpaying a premium. Academics use this argument, among others, to explain the failure of the 

creating value for the shareholders of the acquiring firm (Sudarsanam, 2010).  

Berk and DeMarzo (2014) further argue that managers’ willingness to enter negative-NPV 

investments (i.e. M&As that does not increase wealth) can be explained by empire building and 

investments, which would enhance their personal utility. Their argument suggests that managers 

prefer to run larger firms rather than smaller ones, so they will use the achieved free cash flow to 

invest in M&As to increase the size of firms and not to increase profitability. A possible reason for 

this preference is that managers for larger firms tend to have higher salaries, and also enjoy greater 

publicity and prestige. Hence, managers may expand or fail to close down unprofitable businesses, 

pay too much for acquisitions, or make unnecessary capital expenditures (Berk & DeMarzo, 2014).  

Research by Fung, Jo and Tsai (2009) has showed to back-up the agency problems stated above. 

Fung, Jo and Tsai (2009) showed various indications that agency problems are important to take 

into consideration when studying mergers and acquisitions as managers may have different goals 

than the shareholders. The decisions made by these managers can have value-destroying effects 

when entering M&A deals. The findings showed that option compensation gives managers 

incentive for risk taking and empire building, leading to the value-destroying mergers and 

acquisition decisions (Fung, Jo, & Tsai, 2009). In summary, Fung, Jo and Tsai’s findings supported 

the theory laid out by Berk and DeMarzo, and Sudarsanam 

2.2.2.2 Theoretical Value of a Firm 

As mentioned earlier, the main purpose for the managers of a firm is to increase the value for the 

shareholders. From a theoretical point of view, the discounted cash flow model can determine the 

value. The key concept is that the value of the total firm is computed by discounting the free cash 

flow to the firm, i.e., the cash flow that is available to pay all investors. The free cash flow is 

calculated as follow: 

!"## !"#ℎ !"#$ = !"#! ∗ 1 − !"# !"#$ +  !"#$%&%'(%)* − !"#$%"& !"#$%&'()*$
− !"#$%&'% !" !"# !"#$%&' !"#$%"& 



	

	 21 

Through the cash flow generated to the entire firm, it can then be calculated as the total value of the 

firm by the following equation: 

!! = !"(!"#"$% !"## !"#ℎ !"#$ !" !"#$) 

This model gives a theoretical foundation of how to increase or decrease the value of a firm. Since 

managers are to satisfy the interest of the shareholders, it is their task to always focus on the cash 

flow generated to the firm. (Berk & DeMarzo, 2014) 

2.2.2.3 Hypothesis 2 

The finance theory implies that the managers’ main goal is to maximize the wealth of the 

shareholders, and that the motive for a merger is to create a firm that will be able to realize higher 

synergies in value creation than the two entities separated. From the theoretical foundation of the 

value of the firm and the agency model and its considerations about possible deviations from wealth 

maximization presented in this section, the following hypothesis is presented: 

“Firms engaging in a merger experience increased value creation in the years following the deal” 

2.2.2.4 Financial Synergies 

The rationales of mergers in the finance theory are anchored in purely financial aspects such as tax 

benefits, risk reduction, and increased debt capacity (Sudarsanam, 2010). In a diversified firm the 

incomes from the various businesses are not highly correlated, hence the firm is not exposed to 

same risks in income as non-diversified firms with single market incomes (Sudarsanam, 2010). If a 

business in a conglomerate performs badly in one period, another business with great performance 

in the same period could offset the losses and the combined income stream is more stable than the 

one of the each business. This portfolio effect of diversification can help firms lower its volatility in 

the income. Firms with higher volatility in their income have greater difficulties to meet their 

obligations to pay interest originated from their borrowings (Sudarsanam, 2010). This increases the 

risk of default and bankruptcy, which then increases the cost of borrowing. If an M&A deal can 

reduce the income volatility, then a merged firm can satisfy its debt obligations with greater 

certainty (Sudarsanam, 2010). The two businesses can now co-insure each other, thus reduces the 

overall bankruptcy risk for the merged firm. If the firm wants to maintain the same level of risk, it 

can raise its borrowings. This is equal to increased debt capacity (Sudarsanam, 2010). Finally, the 

increased borrowings can secure bigger tax subsidy on their interest payable. Another variant of tax 

benefit for merged firms is the ability to offset tax losses from one business with the profits from 
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another business and thus reduce the overall tax charge. Hence, a profitable firm can acquire a bad-

performing firm with losses and the merged firm can exploit the tax laws to decrease the tax amount 

it otherwise should have paid (Damodaran, 2005). A single-business firm does not have the same 

opportunity. However, the extent of this tax benefit depends on the tax rules in the relevant 

jurisdiction (Sudarsanam, 2010). As discussed earlier, managers may be willing to enter into 

negative-NPV investments. A higher leverage may lead to a reduction of these ‘wasteful 

investments’ since the managers has interest payments that they are obliged to pay and therefore 

less excess cash that can be spend on this kind of investments (Berk & DeMarzo, 2014). 

2.2.2.5 Hypothesis 3 

From the theoretical assumptions of the financial synergies discussed above, the following 

hypothesis is presented: 

“Firms engaging in a merger experience financial synergies in the years following the deal” 
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3 Methodology 
 Research Design 3.1

This study is designed in order to be able to compare pre-merger operating performance with post-

merger operating performance. For each deal, eleven years of data is collected for the acquiring 

firm. This includes a five-year period prior to the deal, the year of the transaction, and five years 

after the deal. Hence, data for two periods have been collected, and the two periods are subject to 

assessment. Following the procedure of Healy et al. (1992), the data for the year of the deal is 

excluded in the analysis. Healy et al. (1992) argue that there are two main problems with using data 

for the transaction year. First, different methods of accounting affect the numbers in different ways 

during the year of the merger. Further, the numbers are affected by one-time merger costs that make 

it hard to compare the numbers across time. The data collected results in two periods for each firm, 

a five-year pre-merger period and a five-year post-merger period. For the target firms, data was 

only collected for the pre-merger period. This comes naturally since the firms then is merged into 

the acquiring firm and do not report accounting numbers anymore. Since the purpose of this report 

is to compare the performance before and after a merger, the data needs to be designed in order to 

fulfill this. The thesis wants to examine whether merged firms perform better than the two entities 

perform by them selves. To be able to make this comparison, the procedure of Healy et al. (1992) 

will be followed, which implies the aggregation of the numbers of the acquiring firm and the target 

firm in the pre-merger period. This procedure results in a pro forma performance of the combined 

firm, which then can be compared to the actual numbers of the merged firm.  

As mentioned earlier, Moeller & Schlingemann (2005) discussed the potential diversification that 

may arise from cross-border acquisition. They argue that acquiring a firm from a foreign country 

will help diversify the operation of the firm. With this global diversification in mind, it was decided 

to also separate the data sample into two sub-samples. One sample consists of deals where all the 

targets are from the Scandinavian countries. This sample will count as the ‘domestic’ sub-sample, 

due to the similarity between the countries. The other sub-sample will consist of deals where 

Scandinavian acquirers have bought foreign firms, i.e. from countries outside of the Scandinavia. 

The purpose of this separation is to find different patterns and trends in the operating performances 

between the sub-samples. Further in the report, the two sub-samples will be referred to as 

‘Scandinavian’ and ‘World’. Alhenawi & Krishnaswami (2015) argued in their report that the 

related mergers should be separated from unrelated mergers due to different motives for 



	

	 24 

integrations. This is supported by many earlier published reports; such as Almeida et al. (2011) and 

Fulghieri & Sevilir (2012), who all argue for differences in motives and synergies between related 

and unrelated mergers. To account for this, the data sample will be separated in related and 

unrelated mergers. By doing so, any differences in synergies could hopefully be captured. The sub-

data set will be referred to as ‘Related’ and ‘Unrelated’. In the theoretical framework, it was stated 

that the theoretical motives and effects of a merger differ between horizontal and vertical mergers, 

which further motivate the separation between the two sub-samples. 

To summarize, the tests will be performed on three different ‘samples’. First, there is the total 

sample where Scandinavian firms have acquired listed firms from all over the world. The second 

‘sample’ will analyze the sub-samples ‘Scandinavian’ and ‘World’. And finally, the third sample is 

separated by industry, ‘Related’ and ‘Unrelated’. 

Sample Sub-samples Separated by 
Full Sample All deals  
Global diversification Scandinavian World Country 
Firm diversification Related Unrelated Industry 

Table 3.1  

The overall structure of the empirical results and analysis will follow the three previous stated 

hypotheses. First, the result and analysis for the profitability will be presented and discussed to see 

if any changes can be seen in the overall profitability of the firm. This will be followed by the 

presentation of the measurements chosen to capture the effect on value creation in the firms. 

Finally, the hypothesis of financial synergies will be tested and presented. This means that the 

empirical result and analysis part will be separated into three different sections, where each section 

corresponds to the relevant hypothesis. The test procedure is the same for all three sections, and will 

be discussed further below. 

For each performance measurements, the median and average will be calculated for each year. The 

median and average will be tested in order to see if they are significantly higher, lower or the same 

as the industry medians. Thus, the tests will give an overview of the performance of the firms 

before and after the merger in relation to the industry. For the tax shield, the procedure will differ 

from the rest. The reason is the tax benefits are measured in absolute values, and therefore the 

adjustment may give misleading numbers. The size of the firms in the industry benchmark has a 

great impact, which is not the case when working with ratios. For the tax shield, the average and 

median will be calculated and tests will be performed in comparing the pre- and post-merger 
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periods to see if any differences can be seen in the absolute values. Just as Moeller & 

Schlingemann’s (2005) procedure, the thesis will calculate the median for each firm in the pre- and 

post-merger period. Through this it is possible to get an overall median for each firm that can be 

compared between the two periods. Mantravadi & Reddy (2007) used the same methodology and 

compared the pre- and post-merger period likewise. The calculation will show if there is any 

significant difference in the overall performance between the pre- and post-merger periods by using 

the paired t-test and Wilcoxon Signed Rank test. All statistical tests used in the report will be 

discussed in more detail later on in this chapter.  

Finally, a cross-sectional regression, similar to the one performed by Healy et al. (1992), will try to 

capture any relation between pre- and post-merger performance and aid or further dismiss the 

findings of the statistical tests. This method is used in other researches within the field, such as 

Andrade et al. (2001), Harford (2005), and Moeller & Schlingemann (2005). Thus, it is a well-

known and approved method to compare pre- and post-merger performance and will work as a 

supplement to the tests described above. It is believed that these different tests will give a broad and 

in-depth knowledge of the performance of the samples, and is sufficient to examine the purpose of 

the thesis.  

3.1.1 Data Sample 

The sample of this study had some requirements of the acquiring and target firms to fulfill; first, 

both firms had to be listed. The two main reasons for using public firms were that (1) the available 

data for public firms are greater than for private firms and (2) some of the measurements required a 

market value. Since the purpose of the thesis is to investigate the Scandinavian market, the 

acquiring firm had to be listed on one of the Scandinavian stock exchanges. However, the target 

firm can be listed on any stock exchange in the world. This resulted in a sample of 364 deals. From 

this sample, all firms within financial services industry and regulated utilities were excluded. 

According to Alhenawi & Krishnaswami (2015), these firms may not have full discretion in their 

decision-making, and due to the regulation they may be mandated towards certain strategies. After 

removing these industries, there were 244 deals left. Further, only deals where the acquirer either 

bought 100% of the target, or already owned less than 50% and then acquired the remaining shares 

were included. In some cases, there were no available data for the target firm. Since the target and 

acquiring firm are aggregated in the pre-merger period, both firms were excluded if no data were 

available for the target firm. Firms that went bankrupt more than two years after the deal are 
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included in the sample. It can be argued that the data will be biased if these deals were excluded. 

Bankruptcy may be a direct effect of a poorly implemented merger; therefore it is important to 

include the result of these firms in the study. As in Alhenawi & Krishnaswami (2015), multiple 

mergers by an acquirer in subsequent years are treated as separate events and analyzed as separate 

observations. After adjusting for the reason discussed above, the final deal sample consists of 137 

deals. See appendix A for full sample of deals included in the thesis.  

3.1.2 Data Gathering  

All deals and their respective firms’ ISIN codes from 1990-2011 were collected from Bloomberg’s 

database of Merger & Acquisitions. The ISIN codes were used in Datastream to download all the 

required data for the acquiring and target firms for the chosen time period. For some firms, the 

relevant data did not exist in Datastream’s database. The database Orbis was used to retrieve some 

of the missing data and complement the data collected from Datastream. A problem with Orbis was 

that they only have ten years of data, and the data sample had deals from 1990-2000 that could not 

be found in Orbis. In some cases, annual reports were used to fill out the missing data, if they 

existed. After the data was gathered, it was noticed that a lot of data for the target firms in the year 

prior to the deal were missing. Since a considerable part of the deals took place during the 1990s, it 

was difficult to find why the information did not exist. If the data still could not be found, a method 

suggested by The Cochrane Collaboration (2011) was used. The method is called ‘carry values 

forward’ and implies that if data is missing for a single year, the value of the prior year could be 

used. In practice, this means that the firms where data was available for the whole pre-merger 

period beside year -1, the value from year -2 would be used in year -1 as well. The thesis argues 

that the value for the previous year is a good proxy for the current year. Further, the method gave a 

more complete data set to analyze. It is important to note that this method was only used when data 

was missing for a single year in the middle of either the pre- or post-merger period. 

3.1.3 Time Period 

In this thesis, a time period between 1990 and 2011 has been selected. The purpose of the study is 

to find general results and patterns about the performance of merger firms, and therefore a longer 

period has been chosen in order to avoid having results that are affected by specific economy wide 

shocks. Andrade et al. (2001) argues that mergers tend to cluster through time by industry. 

Therefore, choosing a short sample period will result in a sample consisting of observations from 

only a few industries. This would have made it difficult to generalize the results from these 
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samples. The reason why the period starts at 1990 is simply due to the fact that there is lack of data 

concerning M&A deals and operating performances for Scandinavian firms before this year. In fact, 

the first observable deal was completed in 1995, which means that the actual period is between 

1995 and 2011. The period ends at 2011, which due to the need of a five-year period after the deal. 

If the data sample had deals that were completed after 2011, a full five-year post-merger period 

would not exist. The purpose of this thesis is to capture the long-term effect of an M&A deal, and if 

a deal that was completed in 2014 were included only two years of data would be available in he 

post-merger period.  

For each firm, data is gathered for five years before and after the deal. It is possible to argue that 

such relatively long time period will be affected by other factors than only the merger, and thereby 

give misleading results. However, Maksimovic et al. (2011) found that it takes time for the 

synergies to be realized, which motivates a longer time period. 

3.1.4 Currencies 

The sample in this report consists of firms from all the Scandinavian countries, as well as targets 

from all over the world. This means that many of the firms have numbers that are expressed in 

different currencies. Therefore, the different measurements and comparison between firms and 

countries had to be dealt with carefulness. In order to avoid any complications, different approaches 

were used for different measurements and situations. First, for all deals where the acquiring firm 

and target firm were from the same country, the numbers were collected in the local currency. This 

means that the numbers for the two firms can easily be aggregated during the pre-merger period 

without any complications. However, this procedure is only appropriate for measurements that are 

calculated as ratios because results between firms from different countries can be compared as long 

as they are expressed as ratios. It is argued that for the measurements in ratios, using the local 

currencies would give the most accurate results. Due to fluctuations in exchange rates, converting 

numbers into other foreign currencies may give misleading results.  

However, a fraction of our data sample consists of acquirers and targets from different countries, 

and thus different currencies. Here, a problem arises in the pre-merger period where the numbers 

are to be aggregated between the firms. If the numbers are expressed in different currencies, the 

numbers cannot be aggregated. To avoid this problem, when acquiring and target firm are expressed 

in different currencies, the numbers for the target firm is converted into the currency of the 

acquiring firm. The target firm’s number was chosen to be converted, since the target firms most 
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often are smaller than the acquiring and therefore has a smaller effect on the total value. Further, 

since the values for the merged firm are used in the post-merger period, by converting the values of 

the target firm, it is not necessary to convert the values for the post-merger period. Overall, 

avoiding converted currencies is preferred and it can be argued that this is the most appropriate 

approach.  

Finally, some performance measure is not stated as a ratio, but instead as an absolute value. In order 

to be able to compare results between firms and years, all numbers has to be in the same currency. 

In this situation, it was decided to convert all numbers into SK (Swedish Kronor). The reason why 

SK was chosen is due to the fact that most of the acquiring firms had their origin in Sweden. 

Therefore, by using SK as currency for all firms, the fewest observations were converted. All the 

conversion was made in Datastream, and they use the exchange rate reported on the last business 

day of the year. This thesis believes that local currencies should be used whenever it is possible due 

to the fluctuations that occur in exchange rates. Even though some conversions were made in the 

analysis, most of the performance measurements are expressed in the firms’ local currencies, which 

will limit the negative effect that comes with currencies.  

3.1.5 Industry Benchmark 

As mentioned earlier, the long time period was chosen in order to avoid getting result that were 

affected by specific economy wide factors. But a long time period is not enough to avoid this 

problem. Healy et al. (1992) mentioned this already in their report, where they adjusted their data 

with industry median. This is further discussed in Andrade et al. (2001) where they argue that 

simply compare a firm’s pre-merger performance with its post-merger performance will yield an 

unsatisfying result. The reason is, according to them, that the numbers may be affected by an 

industry shock that changes the prospect for a meaningful fraction of the firms in that industry. 

Using industry medians is common and widely used to correct for this problem when comparing 

cooperate performances in different years, and is done in most of the research discussed in the 

literature review 

Due to this, adjustments have been made to the data in this report for the industry medians as well.  

This is done by collecting data for other firms in the same industry as in the data sample, and for the 

same time period. For each industry group, a median has been calculated for each performance 

measure and year. This median is then subtracted from each firm in the sample. In the pre-merger 

period, problem arises when the acquiring and target firm are from different industries. In these 
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cases, a weighted average between the two firms’ industry medians has been calculated. The 

weighted average is based on the total asset for the two firms, recalculated for each year during the 

pre-merger period. Further, the firms that are a part of the M&A sample in this report has been 

excluded from the calculations of each industry median, since they should not affect the median. 

This approach gives a reasonable and fair industry median.  

The criteria for the firms chosen in the industry sample are that they are in the same industry as the 

firms in the M&A sample, and that they are listed on any of the Scandinavian stock exchanges. 

Listed peers are chosen out of two reasons. First, the available data for these firms are much better 

than for private firms, which facilitates the data gathering. And second, some of the measurements 

are based on market value, and therefore the peer group also needs to be listed in order to compute a 

median for these measurements. In order to find firms within the same industries as the data sample 

with available data for the whole sample, the ‘Industry Sector’ supplied by Bloomberg when 

retrieving the M&A deal list are used and is based on the Industry Classification Benchmark (ICB) 

and Bloomberg Industry Classification System (BICS). These industry sectors provided a broad 

industry classification for the firms in the sample, and were able to provide enough data in order to 

calculate the different measurements.  

Some performance measurements may seem more reasonable than other to adjust as questions may 

rise about adjusting capital expenditure and working capital, because they are more firm specific 

measurements that the profitability measurements. In this report, it is argued that they should be 

adjusted as well. If there is a shock to one industry and it affects the profitability and cash flow of 

the firms, it will naturally lead to either an increase or decrease in money spent on new investments. 

Adjusting those two measurements is also done in a survey that is presented in ‘Handbook of 

Research on Behavioral Finance and Investment Strategies’ by Coupur (2015), which further 

motivates this choice.  

Also the leverage is adjusted in this report. By only comparing the before and after leverage ratio, 

there may be some factors that are ignored. An increased leverage can be a result from a lower 

interest rate, and therefore not a direct effect of the merger itself. Adjusting the leverage for the 

industry median is done by Klein (2001) in his study and therefore also in this report. Overall, it is 

believed that this approach, together with the long time period, is enough to adjust the data in order 

to get results that may be compared over time without too much affect from industry shocks.   
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3.1.6 Related and Unrelated 

As discussed earlier, the data sample is separated into related and unrelated mergers. Normally 

when such a separation is done, the SIC-code is used. However, for a large fraction of the sample a 

SIC-code was not available. Further, since the firms originate from different countries (mostly the 

target firms) it was not possible to use some local or nation-specific codes. Instead, the ‘Industry 

Group’ supplied by Bloomberg when retrieving the M&A deal list are used to classify the industry 

of the different firms. This is based on Industry Classification Benchmark (ICB) and Bloomberg 

Industry Classification System (BICS).  

In appendix A, the different industries in the sample are presented in a table. The table shows that 

the industry with the largest fraction of total acquirers is ‘Computers’, which counts for 16%. Next 

come ‘Internet’ and ‘Telecommunications’ with 9% of the sample. The same can be seen for the 

targets, where ‘Internet’ counts for 14% and ‘Computers’ for 13%.  

 Performance Measurements 3.2

The performance measurements chosen to study the synergies from an M&A deal are based upon 

well known theories in the fields as well as earlier related researches. In the following section, all 

performance measurements are presented, both the motives why they are chosen and how they are 

calculated. The section will be separated into three different parts, where each corresponds to one of 

the three hypotheses that will be tested in the thesis. First, the measurements used to examine the 

profitability of the firms will be presented and elaborated. The second part will cover the 

measurements that are chosen to capture the effect on the theoretical value of the firm. Finally, the 

third part presents the measurements that correspond to the financial synergies of a merger. This 

procedure is believed to result in a list of performance measurements that relies on a solid 

theoretical ground, and where all are highly relevant in measuring the effect of an M&A deal.  

3.2.1 Profitability Measurements 

Within the economical perspective of a merger, the focus lies on the revenue and cost structure of a 

firm. Damodaran (2005) describes operating synergies as synergies that allows firm to increase the 

operating income from existing assets, increase the revenue growth or both. He categorizes 

operating synergies into four different types, whereas one is ‘Higher growth in new or existing 

markets’. He calls this ‘growth synergy’ and arises when the merged firm can use it strengths to 

increase the sales of its products. Further, as discussed in the theoretical framework, the ‘economy 
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of scope’ can be shown as increased revenues. From these theoretical assumptions, revenue growth 

is used as one of the performance measurements to capture the effect on the profitability of the 

firms. In the report, the revenue growth will be calculated as follow: 

!"#"$%" !"#$%ℎ =  !"# !"#!"! −  !"# !"#$%!!!
!"# !"#$%!!!

	

Revenue growth is a measurement that has been used by Doukas et al. (2002), Harford (2005), and 

Huyghebaert & Luypaert (2013) as a component of operating synergies. Srai et al. (2010) names 

revenue growth as one of the key components as value contributor in M&A deals. It can also be 

seen in Mantravadi & Reddy (2007) that improved revenues is one of the main objectives behind an 

M&A transaction.  

Economy of scale and scope is two other theoretical assumptions that were discussed earlier. This 

refers to cost reduction in production of a product. According to Damodaran (2005), this lead to the 

combined firm to become more cost-efficient and profitable. Damodaran (2005) also talks about 

‘Greater pricing power’ as one type of operating synergy. Through reduced competition and higher 

market share, Damodaran (2005) argues that the merged firm should get a higher margin and 

operating income.  To capture these effects, EBITDA-margin and profit margin is used as 

measurements of operating synergies. The EBITDA-margin is calculated as follows: 

!"#$%& !"#$%& = !"#$%$& !"#$%" !"#$%$&#, !"#$%,!"#$"%&'(&)* !"# !"#$%&'!%&#(
!"# !"#$%  

And profit margin is calculated as: 

!"#$%& !"#$%& = !"# !"#$%&
!"# !"#$%  

If the merged firm will succeed with reduce their costs, this will result in a higher margin, both for 

EBITDA- and profit margin. These measurements are used by Kukalis (2013) in order to capture 

the post-merger operating performance. According to Kukalis (2013), EBITDA is widely used as a 

broad measure of operating performance. Operating margins is a measure that is used by Devos et 

al. (2009), and Harford (2005) among others. Margin improvement is also one of the value 

contributors in M&As, identified by Srai et al. (2010).  

Two other common measurements of profitability are the ‘Return on Assets’ (ROA) and ‘Return on 

Equity’ (ROE). Kukalis (2013) argues that ROA is a good measure of the management’s 
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effectiveness in utilizing the firm’s asset. As mentioned earlier, an increased operating income form 

the existing assets are an important theoretical assumption behind a merger (Damodaran, 2005). 

Doukas et al. (2002) are using both these measurements in their study to capture the effect on 

profitability. From this point of view, it is reasonable to investigate the effect on ROA since this 

capture the return a firm yields from its total assets. In this report, the return on assets is defined 

through the formula (Berk & DeMarzo, 2014): 

!"#$%& !" !""#$" = !"# !"#$%& + !"#$%$&# !"#$%&$&
!""# !"#$% !" !""#$"  

It is worth noticing that the interest expenses are included in the numerator in the formula above. 

The reason is that the total assets have been funded by both debt and equity holder. Therefore, a 

measurement before any payout to investors is the most appropriate to use (Berk & DeMarzo, 

2014). 

ROE is another measurement that shows the profitability of the firm in relation to its equity owners, 

and is defined as (Petersen & Plenborg, 2012): 

!"#$%& !" !"#$%& = !"# !"#$%&
!""# !"#$% !" !"#$%& 

For the ROA, a measurement before interest expenses were used, but for the ROE it is only the net 

income in the nominator. The reason is that the ROE calculates the return to only the equity holders, 

and therefore a measurement where the debt holders already have been paid off has to be used. 

(Berk & DeMarzo, 2014)  

3.2.2 Value Creation 

As discussed in the theoretical framework, the finance theory perspective is based on the value 

created for the shareholders. In this thesis, the theoretical value of a firm is defined as the present 

value of all future cash flows. This gives an indication of the importance of the cash flow a firm is 

able to generate to all its investors. Therefore, it comes naturally to include the cash flow as a 

measurement of operating performance. The cash flow is scaled in order to get a comparable 

number between the firms. As Healy et al. (1992) do, the cash flow is divided with the market value 

of assets. The cash flow is calculated as: 

!"#$%&'() !"#ℎ !"#$ = !"#$% − !"#$ !" !""#$ !"#$ +  !"#$%$&'()'$*+ !"#$%&$& + !"#$%&%'(%)*  
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To calculate the market value of assets, the equation by Alhenawi & Krishnaswami (2015) is used: 

!"#$%& !"#$% !" !""#$" = !"#$% !""#$" − !""# !"#$% !" !"#$%& +!"#$%& !"#$% !" !"#$%& 

And through this value, the operating cash flow return can be calculated as: 

1  !"#$%&'() !"#ℎ !"#$ !"#$%& =  !"#$%&'() !"#ℎ !"#$
!"#$%& !"#$% !" !""#$" 

Healy et al. (1992) argues that there are potential limitations to the use of market-based 

measurements. Due to unexpected cash flow realizations, investors’ expectations about the future 

cash flow can change. This will lead to a change in the market value as well. Therefore, a second 

measure of operating cash flow return were included, where the cash flow instead is scaled it by the 

book value of total assets: 

2  !"#$%&'() !"#ℎ !"#$ !"#$%& =  !"#$%&'() !"#ℎ !"#$
!"#$% !""#$"  

Srai et al. (2010) list two other key value contributors in M&A, capital expenditure and working 

capital. They argue that by reducing these two components, the firm will end up with increments in 

free cash flow, which further will add value to the firm. This means that it is not the absolute values 

of the measure themselves that provides a benefit, but rather the ability to reduce the money tied up 

in new investments and working capital. This is also consistent with the theoretical foundation of 

the value of a firm that was presented in the theoretical framework. According to the model, the 

value is based on the free cash flow generated to the firm. The cash flow is in turn affected by both 

the capital expenditure and the working capital. Another interesting aspect of including capital 

expenditure relates to the theoretical view of managers motives for a higher leverage, as discussed 

in the theoretical framework. Since the financial synergies of an M&A transaction can result in a 

higher leverage for the firm, this new and increased proportion of leverage may have its effects on 

the managers. According to the theory, managers may engage in negative-NPV investments in order 

to ‘build an empire’. However, with higher leverage the firms commit them selves to make future 

interest payments, and wasteful investment may reduce (Berk & DeMarzo, 2014). Therefore, these 

measurements will be included in the report. The numbers are scaled by the total assets of the firms 

in order to get return metrics, which can be compared between firms. 

This will give two ratios, calculated as follow: 
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!"#$%"& !"#$%&'()*$ !"#$% = !"#$%"& !"#$%&'()*$
!"#$% !""#$"  

And, 

!"#$%&' !"#$%"& !"#$% = !"#$%&' !"#$%"&
!"#!" !""#$"  

Capital expenditure and working capital is used by Huyghebaert & Luypaert (2013) as a measure 

for operating synergies. Devos et al. (2009) uses capital expenditure as a part of the operating 

synergies. Even though these measurements may be used in many different contexts when 

discussing a firm, it is believed that with the support from the theory and earlier research, as 

discussed above, they are highly relevant measurements for the purpose of this thesis.  

In addition to the measurements mentioned above, Tobin’s Q is added. Alhenawi & Krishnaswami 

(2015) use this as a measure of performance. Since Q is a market-based measure, they argue that it 

is suitable since it reflects the investors’ perspective of the firm and thus the current and expected 

future performance. They calculate the Tobin’s Q as follow: 

!"#$!�! ! = !"#$%& !"#$% !" !""#!"
!"#$% !""#$"  

The market value of assets is calculated the same way as mentioned earlier in this section. Dybvig 

& Warachka (2015) argues that the Tobin’s Q is an ambiguous measure of performance. In their 

report they show that there are specific instances if improvements in operating performance and 

efficiency that results in an increase in investments. With higher investments, the total assets will 

increase and therefore you will end up with a lower Tobin’s Q. Due to this fact, it can be 

questionable to rely on Tobin’s Q as a measure of performance and value. However, since the 

measurement is complemented by many other measurements it is argued that this would not be a 

problem in this report. 

It is important to note that when talking about value creation in this report, it refers to the 

measurements above. This means that it is the different components in the theoretical model for 

value that are discussed. Therefore, only indications of value creation can be found in this report 

and not if the ‘fair value’ of the firm has actually increased or decreased, and estimating this value 

is beyond the scope of this thesis.  
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3.2.3 Financial Synergies 

The third hypothesis that was presented in the theoretical framework is intended to test the financial 

synergies. As mentioned earlier, this may result in a higher debt capacity, which can lead to tax 

benefits for the merged firm. (Damodaran, 2005) 

In order to estimate the financial synergies that arise from an M&A transaction and an increased 

leverage, the tax benefits shield can be used. Increased leverage of the firm will result in higher 

interest expenses. Since firm pay their taxes on the profit after interest payments are deducted, the 

interest expenses reduce the amount of tax a firm must pay. Therefore, this creates an incentive to 

use debt. The gain to investors that comes with the tax deductibility of interest payments is referred 

to as the interest tax shield, or tax shield. This tax shield equals the additional amount that the firm 

would have had to pay if it did not have leverage (Berk & DeMarzo, 2014). It is argued that this 

measurement is appropriate in order to try to capture the potential benefit of increased leverage that 

may result from an M&A deal. 

It is further discussed in (Petersen & Plenborg, 2012) that corporation tax relates to both operating 

and financing items, and that the accounting practice does not distinguish between the two items. In 

order to accomplish this segregation, the tax shield can be estimated from net financial expenses. In 

this thesis the tax benefits will be calculated as follows: 

!"# !"#"$%&' !ℎ!"#$ =  !"! !"#$#%"$& !"#!$%!% ∗ !"#$"#%&' !"# !"#$ 

When calculating the tax benefits, it has to be decided whether to use the marginal tax rate or the 

effective tax rate. The marginal corporate tax rate is the tax rate the firm has to pay on an 

incremental dollar of pre-tax income (Petersen & Plenborg, 2012). The effective tax rate is the 

average tax rate on all income in the firm. It may be tempting to use the marginal tax rate, since the 

tax shield is based on this rate. But if the firm borrows in a subsidiary in a foreign country, it will 

have a different tax rate and this will affect the value of the tax shield. The information about debt 

in foreign entities may be hard to find. The effective tax rate will be used due to the fact that it is 

easiest to calculate.   

Further, to investigate whether the merged firm takes advantage of the potential higher debt 

capacity will leverage will be added as measurement for the financial synergies. The leverage 

shows the ratio of how much of the firm that is financed with debt, and is calculated as follow: 
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!"#"$%&" = !"#$% !"#$
!!"#$ !""#$" 

3.2.4 Summary of Measurements 

Measurements Theoretical motives

Profitability
Revenue Growth Economic perspective
EBITDA margin Economic perspective
Profit margin Economic perspective
Return on Assets Economic perspective
Return on Equity Economic perspective

Value creation
(1) Operating Cash Flow Return Finance theory perspective
(2) Operating Cash Flow Return Finance theory perspective
Capital Expenditure ratio Finance theory perspective
Working Capital ratio Finance theory perspective
Tobin's Q Finance theory perspective

Financial Synergies
Tax Shield Finance theory perspective
Leverage Finance theory perspective 	

Table 3.2 

In table 3.3, the complete list of all measurements used in the thesis are presented and the 

theoretical motives behind the choice. These measurements are believed to be sufficient in order to 

answer the research question and test the three different hypothesis that are created from the 

relevant theory.  

 Statistical Tests 3.3

Statistical tests on the collected data samples need to be conducted in order to give any conclusions 

to the thesis. The next section will give an overview over the different statistical tests used in the 

thesis as well as the reasoning behind the usage.  First, the one and two sample t-test is examined, 

and then the non-parametric Wilcoxon signed rank test before concluding the section with the 

details of the regression and how outliers have been handled. In this thesis, all statistical tests are 

performed in the software R studio.  

3.3.1 One and Two Sample T-test 

In most research papers, researchers suggest hypotheses that they want to investigate. The 

researchers have a wide range of available statistical tests to use when testing whether their 

hypotheses are significantly valid. Among the simplest and most widely used is the test of the mean 
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of a normal distribution (Newbold, Carlson, & Thorne, 2013), also called the one sample t-test. The 

test’s distribution assumption differs depending on whether the population variance is known. If the 

population variance is unknown then the test is based on Student’s t-distribution, otherwise if 

known variance then the normal distribution is applied (Newbold, Carlson, & Thorne, 2013). 

However, due to the central limit theorem (CLT), which state that the mean of random sample, 

drawn from any probability distribution, will approximately be normally distributed if the sample 

size is large enough5 (Newbold, Carlson, & Thorne, 2013). The CLT implies that the mean will 

have a normal distribution since the mean is the sum divided by the sample size. Thus, the Student’s 

t-distribution will converge towards the normal distribution when the sample size increases. With 

the assumption of distribution in place, the statistic used to test the hypothesis can be calculated by 

the following equation: 

!!!! =
! − !
! ! 

Where ! is the sample mean, ! is the population mean, ! the sample size, and ! is the sample 

standard deviation (Newbold, Carlson, & Thorne, 2013). In this thesis, the one sample t-test is used 

to test whether the performance of the firms are significantly different from the industry benchmark 

or not. 

Sometimes it is desirable to compare the difference between two normally distributed population 

means rather than investigate the absolute levels of means.  These tests are categorized as two 

sample t-tests and can be found different varieties depending on the level of information given 

(Newbold, Carlson, & Thorne, 2013). In situations were the two samples are assumed to be 

dependent, the paired t-test is the best design to use (Newbold, Carlson, & Thorne, 2013). This 

thesis assumes the data is dependent as the post-merger performance is related to the pre-merger 

performance, hence the use of the paired t-test to draw any conclusion between the pre- and post-

merger performance. The paired t-test assumes that the differences between the matched pairs are 

normally distributed (Newbold, Carlson, & Thorne, 2013). The statistic to measure the paired t-test 

is calculated as: 

! = ! − ! 

																																																								
5	A	sample	is	large	enough	if	the	sample	size	is	above	20	
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Where ! is the difference between the matched pairs, ! is the sample mean from the first sample, 

and ! is the mean from the other sample in two sampled paired t-test. The test statistic is calculated 

similar to the one sample t-test:  

!!!! =
!

! ! 

The paired t-test statistic !!!! also follows the Student’s t-distribution, just as the one sample t-test 

(Newbold, Carlson, & Thorne, 2013). However, it is not always certain that one can assume 

normality in the distribution of the differences. Fortunately, there are other possibilities to test for 

significant differences in performance without the same assumptions. 

3.3.2 Wilcoxon Signed Rank Test 

As the one and two sample t-tests rely on normality assumptions in their distribution of population, 

the Wilcoxon signed rank test can be used to make statistical conclusions when the conditions of 

normality are not met. Wilcoxon signed rank test was first proposed in 1945 by Frank Wilcoxon 

and is a non-parametric statistic. Non-parametric tests are often the go-to-method when a statistical 

conclusion about qualitative data or numerical data without the normality assumption is fulfilled 

(Newbold, Carlson, & Thorne, 2013). The Wilcoxon signed rank test is one of many in array of 

non-parametric tests, which can replace the parametric tests on certain conditions and can be 

applied when a random sample of matched pairs of observations is available. The simplest non-

parametric test is the sign test and is usually used when analyzing data from matched samples 

(Newbold, Carlson, & Thorne, 2013). However, the sign test only incorporates a limited amount of 

information, ignoring the strength of differences. The test Wilcoxon introduced incorporates this 

information about the strength of difference between matched samples through the sign and the 

rank given to each pair.   

The Wilcoxon signed rank test is executed by ranking the absolute difference between the matched 

samples in ascending order. The null hypothesis, when working with paired differences, is to test 

whether that a sample of positive and negative differences are normally distributed about zero 

(Wilcoxon, 1945). When ranked, the differences are divided in positive and negative differences 

(hence the signed term), where the lowest absolute difference is assigned with 1; the second-lowest 

difference is assigned with 2, and so forth. If the differences between two pairs are equal, then the 

two pairs will be assigned with the average of the rank to they possess, as well as pairs with 

differences equal to zero will be discarded and is not included in the test. Table 3.3	 shows an 
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example. With all differences assigned a number, the sum of the ranks of the positive and negative 

differences are calculated and the smaller of these two numbers is the Wilcoxon signed rank 

statistic, T (Newbold, Carlson, & Thorne, 2013): 

!"#$%&%' !"#$%& !"#$ !"#"$%"$&:! = min (!!,!!) 

Subject Difference Rank (+) Rank (-) 
A -2  3 
B -5  6 
C 1 1.5  
D 1 1.5  
E -6  7 
F -3  4 
G 0  - 
H -4  5 

Rank sum 3 25 
Wilcoxon Signed Rank Statistic, T = min(3,25) = 3 

Table 3.3 - Source: Newbold, Carlson & Thorne, 2013 

The Wilcoxon signed rank test is also used in a one-sample version to test the industry median. The 

set up of the one-sample Wilcoxon signed rank test is the same as the two-sample test. The 

difference between the one and two-sample tests is the difference used in the one-sample test is 

between the median and the observed value, which then is split by positive and negative differences 

and the ranked, as in the two-sample test.  

Friedman has discussed the limitations and advantages of the method of ranks used in statistics. The 

advantages, as mentioned earlier, include the avoidance of the normality assumption of the original 

data. Further, the applicability of the method and its ease of use are two other major advantages 

(Friedman, 1937). However, the method of ranks does carry a loss of information, which other tests 

could incorporate better but would be more time-consuming (Friedman, 1937). The Wilcoxon 

signed rank test utilizes the magnitude of both the differences, as well as the signs, so the loss of 

information is less in this test than the ranked tests discussed by Friedman (Wilcoxon, 1945). On 

behalf of this, the Wilcoxon signed rank test is fit for use in this thesis. Other test, similar to the 

Wilcoxon signed rank test, could have been used, such as the Mann-Whitney U test. Though, the 

Mann-Whitney U test is based on the assumption that the random samples used in the thesis should 

be independent of each other. It is difficult to argue that such an assumption is valid in the light of 

the data used in the thesis. 
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3.3.3 Cross-Sectional Regression 

In order to incorporate the relation between pre- and post-merger industry-adjusted returns, the 

procedure of Healy et al. (1992) is followed. Andrade et al (2001) also use this method when they 

investigate the operational effect of an M&A during the 1990s. Healy et al. (1992) calls it the 

abnormal industry-adjusted cash flow and is estimated using a cross-sectional regression. They are 

using the operating cash flow, which is adjusted for the industry median. The cash flow is then 

scaled on the market value of total assets. The regression is as follows: 

!"#$!"#$,! = ! + ! !"#$!!",! + !! 

IACRpost,i is the median annual industry-adjusted cash flow return for firm i during the post-merger 

years, while IACRpre,i is the pre-merger median for the same firm. The intercept α is the measure of 

the abnormal industry-adjusted return. The slope coefficient of the regression, β, captures any 

correlation in the cash flow returns between the pre- and post-merger years. Therefore, β IACRpre,i 

measure what effect the pre-merger performance has on the post-merger returns.  

In the research by Moeller & Schlingemann (2005), they have developed this regression further. 

They have added a dummy variable called ‘CB’ which is an indicator of cross-border mergers. The 

variable equals one for cross-border deals and zero otherwise. This is done in order to capture the 

difference between cross-border and domestic transactions. In the analysis of this thesis, an 

additional dummy has been added to capture the difference between related and unrelated mergers. 

The dummy is called ‘RELATED’, and equals one for the related mergers and zero otherwise. The 

‘CB’ dummy is called ‘WORLD’ instead, and equals one for the deals in the sub-sample ‘World’ 

and zero otherwise. The new regression will look as follow: 

!"#$!"#$,! = ! + ! !"#$!"#,! + !!"#$%! + !!"#$%"&! + !! 

This regression will be used on all performance measurements in the analysis, where the ‘IACR’ in 

the formula above will be substituted with the relevant measurement. This is done both to see if any 

abnormal effect can be captured by the regression, but also to see the differences between the sub-

samples for all measurements.  

3.3.4 Outliers 

Outliers are important to consider when doing statistical test in order to avoid accepting false null 

hypothesizes. In a published article from Simmons et al. (2011) they showed that significant results 
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could easily turn out to be false positives, all due to the misuse of statistical tools. They argue that 

outliers are a major problem. Further research was done by Leys et al. (2013) where they tried to 

show why standard deviation approach is a poor method to detect outliers, and that the ‘Median 

Absolute Deviation’ (MAD) method is a more appropriate way of dealing with outliers. Most 

commonly used methods are, according to the authors’ survey, using mean plus/minus a coefficient 

(often 2, 2.5 or 3) times the standard deviation, or the interquartile method. The article was 

published in “Journal of Experimental Social Psychology”, but is based on statistical literature; 

therefore it is argued that the research can be applied within finance as well even though it is two 

different fields of studies.  

Leys et al. (2013) list three different problems that can be identified when using the ‘Standard 

Deviation Approach’; (1) it assumes that the distribution, included outliers, is normal, (2) the mean 

and standard deviation are strongly impacted by the outliers, and (3) the method is very unlikely to 

detect outliers in small samples. Since it can be argued that the sample in this thesis is relatively 

small, this approach is considered unsuitable for the data. The alternative approach, according to 

Leys et al. (2013), is to use the MAD method. The method’s advantage is that it uses the median 

instead of the mean, which can be considered insensitive to the presence of outliers. Further, MAD 

is immune to the sample size.  

The MAD method is defined as follows (Huber, 1981): 

MAD = b M! x! −M! x!  

Where the xj is the n original observations and Mi is the median of the series. The coefficient b is 

considered a constant and often takes the value of 1.4826. The constant is linked to the assumption 

of normality of the data. The number 1.4826 is generated from the 0.75 quantile of the underlying 

distribution.  

In order to calculate the MAD, four steps have to be followed; (1) the median is subtracted from 

each observation in order to construct a series of absolute values, (2) rank the new numbers in order 

to get the (3) median, which is then to be (4) multiplied with the constant b to find the MAD. After 

calculating the MAD, it is necessary to define a level of decision. This is a subjective choice done 

by the researcher, and therefore, in this aspect, it has the same disadvantage as the ‘Standard 

Deviation Approach’. Miller (1991) proposes three different values that may be used: 3 (very 
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conservative), 2.5 (moderately conservative) or 2 (poorly conservative). In this thesis, 3 are used as 

the limit. The chosen level gives the following decision criterion: 

M − 3 ∗MAD <  x! < M + 3 ∗MAD 

or 

x! −M
MAD > ±3   

This process is used in the thesis in order to detect and exclude outliers from the data set. To 

practically perform the tests, the available command ‘Mad’ from the package ‘Stats’ in the software 

R was used. It is important to note that the constant b is by default set to 1.4826.  

 Limitations 3.4

Investigating the effect on Scandinavian mergers performed by listed companies has some 

limitations. Scandinavian is a relative small area and the amounts of deals are fewer than what can 

be found in the U.S. This leads to a smaller data sample, which may affect the reliability of the 

statistical tests that are performed, especially when separating into different sub-samples. However, 

it is argued that studies on the Scandinavian market still is important to perform and that it cannot 

be skipped simply due to a smaller amount of deals. Then there would not be any empirical 

researches within different fields in smaller countries.  

Another potential limitation is the fact that only listed firms are investigated. Denmark and Norway 

have smaller financial markets in relation to public firms than their neighbors Sweden and Finland, 

which can be seen in the amount of deals made in each country. There are various reasons to why 

this is experienced, which is beyond the scope of this thesis. However, if the countries had equal 

amounts of public firms then the sample size would have been bigger. As discussed in the 

theoretical framework, there may be different motives and rationales behind mergers, and mergers 

between listed companies may differ from mergers where private companies are included.  

Therefore, it is hard to make general assumptions from the results and apply these to all mergers 

that are performed in Scandinavian. In this thesis, listed companies are chosen due to the better 

accessibility of data and the fact that some of the investigated measurements are based on market 

value in order to capture the effect of the shareholders wealth. To also include the private firms it 

may be possible to get around the problem of a smaller sample size. This is however beyond the 

scope of this thesis, but should be further investigated in the future.   
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Further, there are other perspectives on mergers, which have not been examined, as it would have 

required a more in-depth analysis of each perspective and had required qualitative research to give 

answers. These perspectives can through a strategic, managerial or organizational aspect explain 

why an M&A succeed or fail in opposition to the quantitative and economic framework used in this 

thesis. The other perspectives would have examined whether it was, for example, poor post-merger 

integration and bad governance that led the merger to become a failure. This take on M&A 

performance is something this thesis cannot or only very limited can explain through the numbers 

and statistical tests used. In appendix A the full overview and comparison of merger perspectives is 

shown as stated by Sudarsanam (2010) including the two used in the thesis. 

It is further able to argue that the industry classifications used to calculate the industry medians are 

a bit broad. However, these are still the industries that the data sample are a part of and gives a good 

indication of how the overall industry is performing. These were chosen due to much available data 

for all relevant measurements during the whole time period. Another aspect that should be 

discussed is the fact that the size differences between the acquirer and target was not taken into 

consideration. If a large firm acquirers a firm that is much smaller, the target firm’s contribution to 

the merged firm may be too modest to have any impact on the overall performance. This is rarely 

discussed in earlier research and any useful procedure to distinguish which deals that should be 

excluded are hard to find.  
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4 Empirical Results & Analysis 
In this chapter, there will first be a presentation of the characteristics of the deals in order to see if 

there are any significant difference between the acquirers and the target firms. The acquirers and 

targets will also be separated into the different sub-samples to see if any interesting characteristics 

that differs between the samples. After the descriptive statistics, the results for the three formulated 

hypothesis will be presented. First, the result for the profitability will be presented. This will be 

followed by the hypothesis for the value creation, and finally the results for the financial synergies. 

Each section will have a cross-sectional analysis in the end before a summary analysis will discuss 

the results from a theoretical point of view.   

 Descriptive Statistics 4.1

In this section, some descriptive statistics and distribution of the deals will be presented. First it will 

be presented how the deals are distributed over the years and countries. Then a more detailed 

discussion of the characteristics of the acquiring and target firms will follow in order to highlight 

any potential differences in the firms. The acquirers and target firms will further be separated into 

the two different sub-samples ‘Scandinavian/World’ and ‘Related/Unrelated’.  

4.1.1 Deals Distribution 

 

Year Number of deals %
1996 1 1%
1998 4 3%
1999 12 9%
2000 26 19%
2001 11 8%
2002 8 6%
2003 8 6%
2004 8 6%
2005 10 7%
2006 16 12%
2007 12 9%
2008 6 4%
2009 5 4%
2010 2 1%
2011 8 6%

Total 137 	
Table & figure 4.1 

In the table and figure above, the distribution of the deals is presented. It is possible to see 

indications of merger waves in the distribution of deals. The first wave can be distinguished 

between 1999 and 2001, where a large fraction of the deals were made. The second one starts slow 

in 2002, and then increases and culminates at 2006. During the years after the financial crisis, the 
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numbers of deals are kept low. However, in 2011 indications of a new wave appears. The two years 

with the highest fraction of deals are 2000 and 2006. 2000 were the peak of the IT-bubble, and the 

year of 2006 can be seen as the year before the latest financial crisis.  

In the appendix A, it can be seen how the deals are distributed by country for both the acquirers and 

targets. The appendix shows that the largest fraction of the acquirer originates from Sweden. They 

count for 46% of the total sample of acquirer. The remaining acquirers are evenly distributed over 

the three other Scandinavian countries. Even for the targets, Sweden counts for the largest fraction, 

33%. The country with the second most targets is USA with 20% of the sample.  

4.1.2 Deal Characteristics 

	
Descriptive Statistics (SK, thousands)

Acquirer Target
Paired t-test Wilcoxon

Sample 101 137

Revenue Average 38 049 057 6 906 786 0,0000 0,0000
Median 5 052 676 612 789

Total Assets Average 35 556 858 3 300 676 0,0000 0,0000
Median 4 487 988 559 839

EBITDA margin Average 14,43% 7,74% 0,0000 0,0006
Median 13,28% 8,99%

Market capitalization Average 70 299 153 2 987 951 0,0000 0,0000
Median 5 589 199 583 853 0,0000 0,0000

Market-to-book Average 4,43 2,78 0,0000 0,0006
Median 2,88 2,14

Leverage Average 54,22% 49,03% 0,0129 0,0282
Median 54,46% 51,11%

Full sample
Difference

	
Table 4.2 

	
Table 4.2 presents the characteristics of the full sample. The table shows that the acquirer tend to be 

significantly larger than the target firms measured as revenue, total assets and market capitalization. 

It may seem natural that the acquiring firms are bigger than the targets, but the table also shows that 

they tend to have a higher operating profit margin. This indicates that the acquiring firms are more 

profitable than the targets. Also the valuation differs, where the acquirers seem to buy firms that 

have a lower market-to-book ratio. This gives indication that the buying firm is looking for an 

undervalued firm. Finally, the leverage is significantly higher for the acquiring firm than for the 

target.  
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The indications seen in the full sample can also be seen for the different sub-samples, which appear 

in appendix A. The acquiring firm tend be larger in the sense of revenue, total assets and market 

capitalization. For the ‘Scandinavian’ sample, some interesting results show. The EBITDA margin 

for the acquiring firm is significantly higher, but the paired t-test shows that this is only true under 

the 10% significance level. Also the mark-to-book ratio also shows a significance level that is only 

true under the 10% level for the same t-test. This indicates that the difference in performance and 

valuation is not that large for these firms. Further, the leverage shows insignificant results 

indicating that there is no clear difference in the debt level of the firms. For the ‘World’ sample, the 

acquiring firm shows significantly higher number for all measures. This shows that when 

Scandinavian firms buy another firm from Scandinavia, the difference in valuation is not that big. If 

the acquiring firms are compared in the two samples, it shows that the firms acquiring international 

firms are larger. For the related and unrelated mergers, the results are the same. The only thing that 

is notable is that the difference in the leverage for the related firms are only true under the 10% 

significance level, while for the unrelated mergers only the t-test shows any difference. Also for 

these two sub-samples, it show that the acquirers engaging in unrelated mergers tend to be larger 

than the ones in the related sample. 	

 Profitability 4.2

In this section, the results for the measurements chosen to capture the profitability of the firms are 

presented. The result for each year in the pre- and post-merger period will be presented, as well as 

the overall performance in the pre- and post-merger period. First, the results will be presented for 

the full sample, and then follow by the two sub-samples ‘Scandinavian/World’ and 

‘Related/Unrelated’. This section ends with a summarizing analysis and discussion where the 

results for the profitability measurements will be discussed with the theoretical framework as a 

ground. The following hypothesis is going to be tested: 

“Firms engaging in a merger experience increased profitability in the years following the deal” 
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4.2.1 Revenue Growth 
Revenue Growth -4 -3 -2 -1 1 2 3 4 5
Observations 76 95 107 122 125 116 120 119 112
Average -2,34% 2,84% -0,19% 0,99% 4,65% -4,32% -3,04% -1,74% -1,32%
Median -2,51% 1,49% -0,51% -0,92% 5,00% -3,01% -1,97% -0,42% -0,63%

P-value
One Sample T-test 0,1871 0,0744 0,8957 0,4657 0,0053 0,0014 0,0139 0,1235 0,2621
Wilcoxon Signed Rank Test 0,1013 0,1809 0,8338 0,9369 0,0108 0,0034 0,0336 0,3924 0,3878

Above industry median (%) 36,84% 52,63% 48,60% 44,26% 60,00% 37,93% 43,33% 46,22% 46,43%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 129 129
Average 0,97% -0,93%
Median -0,97% -1,18%
Standard Deviation 0,1256 0,0971

Paired Two Sample T-test 0,1377
Wilcoxon Signed Rank Test 0,4174 	

Table 4.3 

The results for the revenue growth are presented above. For the full sample, it is possible to see that 

during the pre-merger period, the results are mostly insignificantly different from the industry 

benchmark. Only the third year before the transaction shows a significantly positive growth, but this 

is only true under the 10% significance level and for the one sample t-test. Therefore, it is hard to 

argue that this shows any clear pattern. However, the results in the post-merger period show another 

trend. For the year immediately after the deal, the merged firm reports a significantly positive 

growth compared to the industry benchmark. The fraction of firms that outperforms the industry is 

60.00%, indicating a direct effect on the sales for the merged firm. But then the sign shifts and the 

remaining four years report negative industry-adjusted growth. In year two and three after the 

transaction, the growth is significantly negative and the fraction of firms outperforming the industry 

is 37.93% and 43.33% respectively. The last two years also reports negative industry-adjusted 

growth, but it is insignificantly different from the industry. The reported results in the post-merger 

period is mixed, where the merged firm both outperforms and underperforms the industry, and ends 

with performing in line with the industry. The indications are unclear, and any pattern or trends 

cannot be seen. This is further supported by the insignificant difference between the pre- and post-

merger period. The pre-merger period shows a slightly positive average, while the post-merger 

period shows a growth of approximately -1%. However, the median for the two periods are very 

close to each other, and the statistical difference cannot be accepted. This indicates that there is not 

any difference in the revenue growth, and the merged firms perform in line with the two entities 

combined.  The table also presents the standard deviation for the two periods, which shows the 

volatility between the firms has slightly decreased in the post-merger period. This indicates that 
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there are smaller fluctuations between the performances of the firms in the post-merger period than 

in the pre-merger period.  

Revenue Growth -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 44 52 67 75 81 73 73 73 67
Average -2,34% 1,30% -2,11% 0,45% 4,37% -4,09% -3,24% -4,27% -0,74%
Median -3,18% -0,32% -2,11% -1,56% 3,10% -3,34% -3,60% -2,20% -1,38%

P-value
One Sample T-test 0,5013 0,5336 0,3895 0,8131 0,1313 0,0103 0,0477 0,0076 0,6799
Wilcoxon Signed Rank Test 0,2940 0,7603 0,3504 0,5920 0,1368 0,0127 0,0805 0,0249 0,6687

Above industry median (%) 38,64% 46,15% 41,79% 40,00% 60,00% 37,68% 43,06% 36,99% 44,78%

World
Observations 36 41 43 50 48 48 48 46 46
Average 0,28% 2,83% 3,69% 2,51% 3,65% -3,13% -2,75% 2,56% -1,33%
Median -1,60% 2,09% 3,35% 0,74% 4,16% -2,63% -1,31% 3,00% 0,00%

P-value
One Sample T-test 0,8885 0,1909 0,0223 0,2617 0,0539 0,1576 0,1505 0,0429 0,3628
Wilcoxon Signed Rank Test 0,7269 0,2517 0,0233 0,4573 0,0421 0,2496 0,2016 0,0373 0,5479

Above industry median (%) 38,89% 58,53% 60,47% 52,00% 60,00% 40,00% 43,75% 62,79% 50,00%

Pre-merger Post-merger Pre-merger Post-merger
Observations 78 78 0,3454 0,8033 51 51 0,2265 0,3657
Average -0,54% -2,15% 3,27% 0,94%
Median -2,12% -1,62% 0,44% -0,55%
Standard Deviation 0,1358 0,0888 0,1053 0,1069

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	
Table 4.4 

By separating the sample into the two sub-samples ‘Scandinavian’ and ‘World’, it is possible to see 

different results. For the ‘Scandinavian’ sample, the pre-merger period shows insignificant results 

for all five years. In all of the four years, the combined firm performs in level with the industry 

benchmark. It is also interesting to see that the fraction of firms that outperforms the industry is 

fewer than 50% for all years, with as low as 38.64% for the fourth year before the deal. The post-

merger period shows negative industry-adjusted growth for all years besides the first year after 

transaction. The fraction of outperforming firms reaches 60%, and the average growth is 4.37%. 

However, this cannot be significantly proofed since the p-values are above 10%. The three 

following years show significantly negative growth, indicating that their industry peers are 

outperforming the merged firms. The last year in the period shows an insignificant value. In table 

4.4, the results for the pre- and post-merger periods are also compared to each other. According to 

the results, any difference between the periods cannot be proven. Both pre- and post-merger periods 

show negative average and medians. It is also possible to see that the volatility between the firms in 

the sample tends to decrease in the post-merger period, indicating a slightly more stable 

performance.  
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For the ‘World’ sample, the trends are a bit different. In the pre-merger period, the industry-

adjusted average of growth is positive for all years. But, it is only significantly positive two years 

before the deal. In the remaining three years, the combined firm is performing in line with their 

peers. In the post-merger period, the average is both negative and positive. However, it is only the 

positive values that can be statistically proven. The first and the third year after the deal, the merged 

firm outperforms the industry. The fraction of firms outperforming the industry is above 60% for 

both these years. The other three years reports negative growth, but are insignificantly different 

from the industry. Looking at the overall performance of the ‘World’ sample, the average and the 

median are both positive for the pre-merger period. This has, however, changed in the post-merger 

period, where the average is still positive but the median is now below zero. According to the 

statistical test, the decrease in growth cannot be statistically proven. This means that there is no 

significant difference between the two periods.   

Revenue Growth -4 -3 -2 -1 1 2 3 4 5

Related
Observations 37 45 52 61 63 57 55 43 54
Average -3,70% 0,94% -0,46% 4,75% 10,89% -3,04% -3,50% 0,28% -2,42%
Median -4,15% -0,44% -1,28% 1,53% 5,81% -1,54% -4,44% -0,23% -1,60%

P-value
One Sample T-test 0,1609 0,6653 0,8507 0,0566 0,0019 0,2299 0,0525 0,8113 0,1303
Wilcoxon Signed Rank Test 0,2424 0,8845 0,9673 0,1679 0,0069 0,3092 0,0764 0,9576 0,1409

Above industry median (%) 32,43% 46,67% 46,15% 54,09% 63,93% 42,11% 40,00% 49,06% 42,59%

Unrelated
Observations 40 49 55 64 65 64 65 65 63
Average 0,08% 3,76% 0,02% -1,74% 2,91% -5,20% -2,66% -1,09% 0,33%
Median -1,53% 2,09% 0,49% -1,77% 5,15% -4,33% -0,48% -0,42% 0,02%

P-value
One Sample T-test 0,9770 0,0892 0,9895 0,2791 0,1196 0,0055 0,1215 0,5394 0,8555
Wilcoxon Signed Rank Test 0,4680 0,1475 0,7661 0,1458 0,0926 0,0035 0,2292 0,7711 0,6753

Above industry median (%) 42,50% 57,14% 50,91% 35,94% 60,94% 35,38% 46,15% 47,62% 50,85%

Pre-merger Post-merger Pre-merger Post-merger
Observations 62 62 0,2735 0,2897 67 67 0,3220 0,8538
Average 1,52% -0,59% 0,46% -1,25%
Median -1,16% -1,03% -0,86% -1,33%
Standard Deviation 0,1370 0,1133 0,1148 0,0801

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	
Table 4.5 

In the table above, the revenue growth is separated into the two sub-samples ‘Related’ and 

‘Unrelated’. The ‘Related’ sample shows that the first year in the pre-merger period reports 

negative average and medians. Even though the fraction of firms that has higher growth than the 

industry median is only 32.43%, any significant difference from zero cannot be proved. The two 

following years shows the same insignificant result, indicating that the combined firms have a 

revenue growth in level with the industry benchmark. However, in the year prior to the deal, the 

combined firms have an average of 4.75% and a median of 1.53%. The fraction of firms performing 
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above the industry median has now reached 54.09%. But it is only the one sample t-test that shows 

any statistically proof. This is true under the 10% significance level, while the Wilcoxon signed 

rank test reports an insignificant result. The first year in the post-merger period has an average and 

median of 10.89% and 5.81% respectively, which is significantly higher than the industry 

benchmark according to both tests. The fraction of firms that outperforms the industry median has 

reached 63.93% by year one. This pattern is not intact in the remaining years in the post-merger 

period. By year two, the results are insignificant, indicating that the merger firms perform in level 

with the industry benchmark again. And by year three, the growth has decreased even further and 

now shows a significantly negative industry-adjusted growth. The fraction of firms performing 

above the industry median has reached 40%, which is the lowest reported fraction for both the pre- 

and post-merger period. It is worth to notice that the negative result is only true under the 10% 

significance level for both tests. The last two years of the shows a slightly improvement, and the 

merged firms do perform in line with the industry benchmark again. Table 4.5 also reports the 

difference between the pre- and post-merger periods. The results are very mixed, indicating that no 

clear trend can be seen. The average is decreasing whilst the median is increasing slightly between 

the periods. Both tests show insignificant differences, which further supports the fact that no trend 

can be seen after the merger. The standard deviation has decreased in the post-merger period, 

indicating a smaller fluctuation between the firms in the post-merger period than in the pre-merger 

period.  

For the ‘Unrelated’ sample, just as for the ‘Related’ sample, the results are mixed. The first year in 

the pre-merger period reports an insignificant industry-adjusted growth. By the second year, the 

growth has an average and median of 3.79% and 2.09% respectively. The statistical tests do show a 

weak proof of significance, since it is only the one sample t-test that shows significant result. 

Further, this is only true under the 10% significance level. The two remaining years are 

insignificantly different from the industry benchmark, indicating that the combined firms perform in 

line with their industry peers. The year prior to the deal, the average and median is -1.74% and -

1.77% respectively, and the fraction that performs above the industry median is only 35.94%. 

Despite this, the tests show no significant difference from zero, indicating that they do perform in 

line with the industry benchmark. The year after the deal, the tests show mixed results. The average 

is 2.91% and the median is 5.15%, but it is only the Wilcoxon signed rank test that shows a 

significant result. This is only true under the 10% significance level with a p-value of 0.0926, and is 

the weakest form of statistical proof. In the second year, both the average and the median have 
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sharply dropped to a negative industry-adjusted growth. Both tests show a p-value under 5%, 

indicating that the growth rate is significantly lower than the industry benchmark. The fraction of 

firms performing above the industry median shows the same drop, from 60.94% in year one to 

35.38% in year two. The following three years show a strictly increasing growth, and all years are 

insignificantly different from zero. Just as for the ‘Related’ sample, the difference between the 

periods for the ‘Unrelated’ sample is insignificant. The average growth is decreasing from 0.46% to 

-1.25%, while the median is decreasing from -0.86% to -1.33%. Since the tests are insignificant, no 

clear effect can be seen on the revenue growth after an unrelated merger.  	

4.2.2 EBITDA Margin 
EBITDA Margin -5 -4 -3 -2 -1 1 2 3 4 5
Observations 81 90 101 125 121 123 120 115 119 107
Average -0,24% -0,77% -0,08% 0,89% 2,04% 3,48% 2,24% 1,13% 2,67% 3,92%
Median -0,86% -1,24% 0,14% -0,02% 1,48% 2,60% 1,38% 0,35% 1,76% 1,48%

P-value
One Sample T-test 0,7746 0,3943 0,9223 0,2179 0,0023 0,0001 0,0075 0,1494 0,0010 0,0000
Wilcox Signed Rank Test 0,5947 0,3282 0,9757 0,2984 0,0056 0,0000 0,0159 0,2127 0,0028 0,0000

Above industry median (%) 43,21% 44,44% 50,50% 49,60% 56,20% 64,23% 59,17% 50,43% 58,82% 65,42%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 128 128
Average 1,04% 2,99%
Median 0,37% 1,66%
Standard Deviation 0,0720 0,0850

Paired Two Sample T-test 0,0009
Wilcoxon Signed Rank Test 0,0003 	

Table 4.6 

Table 4.6 shows the industry-adjusted EBITDA-margin for the aggregated firms in the five years 

prior to the deal, and for the merged firm in the five years that follows. For the pre-merger years, it 

is possible to see that the margin is below or around zero. This indicates that the aggregated firm 

performs in line with their respective industry. From year five until year two, prior to the deal, there 

is not any significant difference between the industry and the sample. It is not until the year prior to 

the deal any significantly higher marginal can be seen. Looking at the fraction of firms that 

performs better than the industry, the same indications can be seen. This fraction lies below or 

around 50% during the pre-merger period. In the post-merger period, the result has shift. Out of the 

five years examined, four of them report a significantly higher EBITDA-margin than the industry. It 

can also seen that the fraction of firms that outperform the industry has risen to approximately 60% 

for the period, besides year three that shows an insignificant result. The results discussed above 

become even clearer by looking at the difference in performance between the whole pre-merger and 

post-merger periods. During the pre-merger period, the margin lays around 1%, while it increases to 
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above 2% under the post-merger period and it is significant. The standard deviation also shows that 

the fluctuation in performance between the firms is higher in the post-merger period.  

EBITDA Margin -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 39 50 57 77 74 75 74 71 72 61
Average -1,76% -2,37% -2,21% -1,13% 0,29% 2,40% 1,55% -2,39% 0,53% 3,12%
Median -1,09% -2,45% -1,33% -1,36% -0,32% 1,20% 0,44% -2,14% -0,49% 0,63%
Standard Deviation 0,0615 0,0791 0,0675 0,0790 0,0739 0,1042 0,0948 0,0915 0,0852 0,0871

P-value
One Sample T-test 0,0814 0,0391 0,0162 0,2124 0,7361 0,0500 0,1629 0,0309 0,5979 0,0068
Wilcox Signed Rank Test 0,0429 0,0222 0,0289 0,1010 0,8589 0,0857 0,3322 0,0434 0,8818 0,0410

Above industry median (%) 33,33% 34,00% 38,59% 37,66% 48,65% 55,40% 52,70% 35,21% 47,22% 57,38%

World
Observations 39 39 43 47 48 47 46 46 46 46
Average 0,95% 1,84% 2,40% 3,81% 4,27% 5,76% 3,34% 4,24% 5,52% 4,99%
Median 0,30% 0,84% 2,32% 4,82% 4,52% 6,72% 2,13% 4,37% 5,00% 3,10%

P-value
One Sample T-test 0,4169 0,1628 0,0568 0,0005 0,0000 0,0000 0,0083 0,0003 0,0000 0,0000
Wilcox Signed Rank Test 0,4680 0,1756 0,0375 0,0010 0,0001 0,0000 0,0099 0,0006 0,0000 0,0003

Above industry median (%) 51,28% 58,97% 65,12% 68,09% 66,67% 79,17% 69,57% 69,57% 76,09% 76,09%

Pre-merger Post-merger Pre-merger Post-merger
Observations 78 78 0,0017 0,0009 50 50 0,2111 0,1225
Average -0,33% 2,23% 3,18% 4,17%
Median -0,84% 0,43% 3,14% 4,23%
Standard Deviation 0,0719 0,0909 0,0674 0,0742

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	
Table 4.7 

When it comes to the two sub-samples ‘Scandinavian’ and ‘World’, some interesting results can be 

found. The Scandinavian sample shows that during the pre-merger period, the combined firm 

actually performs significantly worse than the industry benchmark for three of the five years. The 

fraction of firms that performs above the industry median lies between 30 and 40%. The remaining 

two years show insignificant results, indicating that they perform in line with the industry. For the 

post-merger year, the results are mixed. Immediately after the deal, the merged firm has a marginal 

that significantly outperforms the industry. But then the marginal start to decrease, and in year three 

after the deal, they actually perform significantly worse than the industry. However, for year five 

they significantly outperform the industry again. This indicates that the years following a 

transaction may first be complicated for the merged firm, and the synergies are not realized until 

five years later. By comparing the average of the pre- and post-merger performance, it is possible to 

see that the margin has significantly increased in the post-merger period. 

The sub-sample ‘World’ shows different results. First, it is possible to see that the combined firm 

during the pre-merger period outperforms the median for three out of five years. The fraction 

almost reaches 70% for some years. The two first years in the period show insignificant results. 

During the post-merger period, the merged firms show significantly higher marginal for all five 
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years. The fraction that performs higher than the industry varies between 69-79%. These results 

indicate that Scandinavian acquirer that buys international targets on average performs higher than 

the industry, both before and after the deal. When comparing the pre- and post-merger period, the 

results differ from the ‘Scandinavian’ sample. The average is increasing from 3.18% to 4.17%, and 

the median increases from 3.14% to 4.23%. Both tests show that the difference between the periods 

is insignificant. Even though they outperform the industry benchmark for all years in the post-

merger period, the overall performance is not higher than the pre-merger period according to the 

tests. For both samples, it is possible to see an increased volatility in the performance in the post-

merger years.  

EBITDA Margin -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 36 43 45 57 56 60 56 52 52 47
Average -2,27% -2,41% -0,97% 0,45% 1,00% 3,00% 1,62% 1,77% 2,72% 4,12%
Median -2,18% -2,84% -1,04% -0,58% 0,06% 1,19% 0,93% 0,81% 1,59% 1,83%

P-value
One Sample T-test 0,0509 0,0604 0,4081 0,6653 0,3113 0,0618 0,1912 0,1709 0,0094 0,0006
Wilcox Signed Rank Test 0,0239 0,0301 0,3238 0,9114 0,4123 0,0685 0,2484 0,2846 0,0186 0,0530

Above industry median (%) 25,00% 37,21% 42,22% 50,00% 50,00% 62,50% 58,93% 51,92% 61,54% 65,96%

Unrelated
Observations 45 47 56 67 66 64 64 64 66 61
Average 1,39% 0,74% 0,64% 0,98% 2,58% 4,21% 2,78% 0,99% 2,28% 3,34%
Median 0,86% 0,05% 1,30% 0,59% 2,17% 4,66% 1,53% 0,15% 2,04% 1,28%

P-value
One Sample T-test 0,2259 0,5559 0,5380 0,3175 0,0063 0,0002 0,0154 0,3347 0,0486 0,0070
Wilcox Signed Rank Test 0,2124 0,4984 0,4077 0,2173 0,0064 0,0001 0,0249 0,3756 0,0697 0,0089

Above industry median (%) 57,78% 51,06% 57,14% 53,73% 60,61% 68,18% 59,38% 50,00% 56,06% 63,93%

Pre-merger Post-merger Pre-merger Post-merger
Observations 59 59 0,0096 0,0050 69 69 0,0341 0,0217
Average 0,76% 3,01% 1,28% 2,97%
Median -0,58% 1,28% 1,38% 2,02%
Standard Deviation 0,0754 0,0933 0,0694 0,0779

UnrelatedRelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.8 

In table 4.8 the sample is separated into the two sub-samples ‘Related’ and ‘Unrelated’. The 

‘Related’ sample shows that the two first years in the pre-merger period reports significantly 

negative margin. For the Wilcoxon signed rank test, both years can be statistically proven under the 

5% significance level, while for the one sample t-test it is only true under the 10% significance 

level. The fraction of firms performing better than the industry benchmark is 25% and 37.21% 

respectively for the two years. The results for year five prior to the deal should not be emphasized 

too much due to a relative small data sample. The three remaining years in the period show 

insignificant numbers, indicating that the combined firms perform in line with the industry 

benchmark. The two years prior to the deal shows up a fraction of positive firms that is equal to 
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50% for both years. The post-merger period shows a positive industry-adjusted margin for all five 

years. The first year after the deal reports a significantly positive margin. This is only true under the 

10% significance level, which is the weakest form of statistical proof. The following two years, the 

margin decreases and the numbers are insignificantly different from zero. This can also be seen by 

the fraction of firms that outperform the industry benchmark. It goes from 62.50% in year one down 

to 51.92% in year three. In the last two years of the period the margin increases again, and reports 

significantly positive margins for both years. The fraction is also strictly increasing, with 61.54% 

and 65.96% respectively. The table also reports the overall difference between the two periods. In 

the pre-merger years, the average and median is 0.76% and -0.58% respectively. In the post-merger 

periods, these have increased to 3.01% and 1.28% respectively. The statistical tests show that the 

increase is significant, indicating that the merged firm does perform better after the deal than the 

two separate entities did combined during the pre-merger period. This is true under the 1% 

significance level for both tests.  

For the ‘Unrelated’ sample, the industry-adjusted margin is positive for all five years in the pre-

merger period. This is further supported by the fraction of firms that performs better than the 

industry benchmark, which lies above 50% for all five years. Out of the five years, it is only the 

year prior to the deal that shows a significantly positive margin. Here, the average and median is 

2.58% and 2.17% respectively. In the post-merger period, the same pattern is experienced for the 

‘Related’ sample. The first year, the marginal is significantly positive with an average and median 

of 4.21% and 4.66%. Thereafter, the margin decreases and by year three the margin is 

insignificantly different from the industry benchmark. After the third year, the margin is strictly 

increasing and shows significantly positive values for both year four and five. This can also be seen 

by the fraction of firms that performs better than the industry benchmark. In the first year, the 

fraction is 68.18% but is then strictly decreasing until year three where it reports 50.00%. 

Thereafter, it increases again and by year four and five the fraction is 56.06% and 63.93% 

respectively. For the total pre-merger period, the average is 1.28% and the median 1.38%. These 

values increase in the post-merger period and the average and median is 2.97% and 2.02% 

respectively. This increase is significant, indicating that the performance improves after the merger. 

Both tests are true under the 5% significance level.  
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4.2.3 Profit Margin 
Profit Margin -5 -4 -3 -2 -1 1 2 3 4 5
Observations 81 89 103 111 113 118 118 116 114 109
Average 0,31% -0,04% 0,53% 0,70% 1,65% 1,73% 0,60% 0,10% 1,62% 2,14%
Median 0,18% 0,27% 0,59% 0,62% 1,14% 1,08% 0,70% 0,39% 1,14% 1,54%

P-value
One Sample T-test 0,5674 0,9413 0,2828 0,0766 0,0012 0,0016 0,2561 0,8627 0,0008 0,0000
Wilcoxon Signed Rank Test 0,6012 0,8379 0,2813 0,0595 0,0010 0,0022 0,1846 0,7028 0,0025 0,0001

Above industry median (%) 50,62% 53,93% 56,31% 56,76% 59,29% 61,86% 54,24% 51,72% 64,04% 62,39%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 116 116
Average 0,63% 1,01%
Median 0,41% 0,57%
Standard Deviation 0,0375 0,0477

Paired Two Sample T-test 0,3774
Wilcoxon Signed Rank Test 0,1959 	

Table 4.9 

In the table above, the results for the industry-adjusted profit margin are presented for the full 

sample. The pre-merger period shows that the first three years shows a marginal in line with the 

industry benchmark. The two years prior to the deal, the marginal has increased and shows a 

significantly higher marginal than the industry. The first year there is 50.62% that are above the 

industry median, but then it is strictly increasing and the year prior to the deal the fraction has 

reached 59.29%. This indicates that the combined firm outperforms the industry for the last two 

years of the period. The post-merger period also shows positive results. The first year after the 

transaction took place shows a significantly higher marginal in relation to the industry. However, 

the marginal decreases and for year two and three the result is insignificantly different from the 

industry. Thereafter, for the last two years of the period the results are significantly higher again. 

The table also shows that the fraction of firms that outperform the industry has reached 62.39% by 

year five. Furthermore, the table reports how the post-merger performance is compared to the pre-

merger period. Both the average and the median are higher for the post-merger period, but none of 

the tests shows any significant increase between the periods. This indicates that there is no 

difference in the performance between the periods. The standard deviation is also higher in the post-

merger period, indicating that the performance fluctuates more between the firms.  
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Profit Margin -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 42 49 55 65 62 65 63 62 56 55
Average -0,54% -1,46% -1,22% -0,60% -0,08% 0,56% -0,05% -0,46% 0,14% 1,42%
Median -0,62% -1,40% -0,98% -0,37% -0,08% 0,09% -0,08% -0,35% 0,54% 1,12%

P-value
One Sample T-test 0,3703 0,0215 0,0205 0,1601 0,8807 0,3689 0,9398 0,4542 0,7591 0,0185
Wilcoxon Signed Rank Test 0,2636 0,0489 0,0267 0,2359 0,9441 0,5638 0,8886 0,3638 0,6890 0,0564

Above industry median (%) 44,90% 42,86% 42,42% 44,87% 47,22% 54,17% 50,00% 47,88% 54,41% 55,22%

World
Observations 38 40 44 48 48 48 47 47 47 46
Average 0,52% 1,70% 2,28% 2,48% 3,29% 3,53% 1,53% 1,71% 3,17% 2,58%
Median 0,11% 1,63% 2,75% 2,47% 3,42% 2,49% 1,44% 1,41% 2,07% 2,41%

P-value
One Sample T-test 0,5053 0,0419 0,0021 0,0006 0,0000 0,0000 0,0689 0,0388 0,0003 0,0018
Wilcoxon Signed Rank Test 0,2885 0,0395 0,0011 0,0002 0,0000 0,0000 0,0579 0,0322 0,0004 0,0050

Above industry median (%) 50,00% 65,00% 70,45% 70,83% 68,75% 72,92% 62,22% 60,87% 74,47% 63,04%

Pre-merger Post-merger Pre-merger Post-merger
Observations 66 66 0,3170 0,3643 50 50 0,7565 0,3154
Average -0,61% -0,03% 2,26% 2,47%
Median -0,29% -0,25% 2,81% 1,33%
Standard Deviation 0,0312 0,0457 0,0391 0,0452

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.10 

In table 4.10 the results for the two sub-sample ‘Scandinavian’ and ‘World’ are reported. The 

reported results are different between the samples. For the ‘Scandinavian’ sample, the pre-merger 

period shows both insignificant and significantly negative results. Four and three years before the 

transaction, the industry-adjusted marginal is significantly negative, indicating that the combining 

firm is being outperformed by the industry. The two years prior to the deal, the marginal has 

increased to an insignificant level and the combined firm performs in line with the industry 

benchmark. The fraction of firms that performs above the industry median lays around 45% for 

three of the five years. Looking at the post-merger period, the results have changed. None of the 

years shows a significantly negative marginal anymore. Instead, the four years after the deal shows 

insignificant results, indicating that the merged firm performs at the same level as the industry 

benchmark. However, the last year of the period actually shows a significant increase in the 

marginal. The fraction of firms with a result above the industry median has reached 55.22% by the 

last year of the post-merger period. As discussed above, the performance of the combined firm in 

the pre-merger period was significantly negative for two of the five years. In the post-merger 

period, none of the years were negative and the fifth year showed significantly positive marginal. 

Table 4.10 shows that both the average and the median are negative for the pre-merger period, and 

during the post-merger period both have increased slightly. However, this increase is not 

significant, indicating that no difference can be seen between the two periods overall. 
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The results of the sub-sample ‘World’ show a different trend than the ‘Scandinavian’ sample. The 

pre-merger period shows that five years before the deal the marginal is insignificantly different 

from the industry benchmark. However, the other four years in the period shows a significantly 

higher marginal. The fraction of positive values goes as high as 70.83%. The positive industry-

adjusted profit margin indicates that the combined firm outperforms the industry benchmark. In the 

post-merger period, it can be seen that the significantly positive margin is a sustainable trend. All 

five years shows a significantly positive result, and the fraction of firms outperforming the industry 

moves between 60-75%. The table also presents the difference between the examined periods. The 

industry-adjusted marginal was significantly positive for nine out of the ten years that are examined. 

It is possible to see that there is not any significant difference between the two periods. The merged 

firm tends to keep outperform the industry, but no improvements compared to the pre-merger 

period can be seen.  

Profit Margin -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 36 40 42 49 50 54 55 48 51 48
Average -1,33% -1,00% -0,19% 0,18% 0,54% 0,61% 0,46% 0,54% 1,35% 1,22%
Median -1,23% -1,20% -0,69% -0,02% -0,06% 0,12% 0,57% 0,34% 0,94% 0,50%

P-value
One Sample T-test 0,0471 0,1591 0,7564 0,7137 0,4095 0,3856 0,4843 0,4053 0,0307 0,0636
Wilcoxon Signed Rank Test 0,0577 0,1499 0,7012 0,8437 0,5054 0,4964 0,5660 0,5481 0,0474 0,1202

Above industry median (%) 33,33% 42,50% 42,86% 48,98% 48,00% 56,00% 52,73% 52,08% 64,71% 56,25%

Unrelated
Observations 43 49 59 63 60 63 62 65 63 60
Average 1,70% 0,74% 1,07% 0,87% 2,36% 1,97% 1,02% 0,00% 1,31% 2,67%
Median 0,90% 0,87% 1,18% 1,72% 2,05% 1,64% 1,58% 0,47% 1,44% 2,43%

P-value
One Sample T-test 0,0113 0,3605 0,1141 0,1557 0,0004 0,0165 0,1844 0,9923 0,0773 0,0003
Wilcoxon Signed Rank Test 0,0139 0,1978 0,1054 0,0889 0,0003 0,0043 0,1608 0,7389 0,0681 0,0005

Above industry median (%) 65,12% 63,27% 66,10% 61,90% 68,33% 71,67% 56,45% 52,31% 61,90% 66,67%

Pre-merger Post-merger Pre-merger Post-merger
Observations 50 50 0,6755 0,5178 66 66 0,3826 0,2528
Average 0,08% 0,31% 1,05% 1,60%
Median -0,24% 0,41% 1,21% 1,54%
Standard Deviation 0,0307 0,0439 0,0416 0,0489

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.11 

The results for the profit margin are separated into ‘Related’ and ‘Unrelated’ in the table above. For 

the ‘Related’ sample, the pre-merger period shows both significant and insignificant results. The 

first year in the sample, the margin is significantly lower than the industry benchmark, with an 

average and median of -1.33% and -1.23% respectively. The fraction of combined firms performing 

better than the industry is only 33.33%. For the remaining four years in the period, the results are 

insignificant, indicating that they perform in line with the industry benchmark. The fraction of firms 

that performs better than the industry does not reach above 50% for any of the five years. The first 
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three years of the post-merger period shows insignificant results. It is worth noticing that the 

fraction of firms that performs above the industry benchmark is above 50% for all the three years, 

even though the result is insignificant. This can be compared to the pre-merger period, where the 

results also were insignificant but the fraction of outperforming firms were under 50%. By the 

fourth year in the post-merger period, the marginal is significantly positive under the 5% 

significance level. In the last year in the period, the margin has slightly decreased. The one sample 

t-test shows still shows a significantly positive result, even though it is only true under the 10% 

significance level. The Wilcoxon signed rank test shows insignificant results for the year. The 

overall performance in the post-merger period increases compared to the pre-merger period, as seen 

in the table. The median increases from -0.24% to 0.41% and the average from 0.08% to 0.31%. 

But both tests show insignificant results, indicating that there is no difference between the periods. 

For the ‘Unrelated’ sample, the results show a different pattern. In the pre-merger period, the first 

and fifth year before the merger reports significantly positive numbers. Even two years before the 

deal, significantly positive numbers are reported, but only for the Wilcoxon signed rank test under 

the 10% significance level. However, the fraction of firms that performs above industry median lies 

above 60% for all years. This can be compared to the fraction for the ‘Related’ sample, where all 

years in the pre-merger period were below 50%. This indicates that the combination of two 

unrelated firms do perform better than the industry benchmark for two out of five years. In the post-

merger period, the first year after the transaction reports a significantly positive number, just as the 

year prior to the transaction. However, the margin is strictly decreasing until year three and shows 

insignificant results for both year two and three. By the fourth year, the margin starts to increase 

again and is significantly positive for both year four and five. The ‘Unrelated’ sample also shows an 

increase in average and median in the post-merger period compared to the pre-merger period. 

However, the increase is very small and insignificant. Therefore, any improvement in performance 

cannot be proved for the ‘Unrelated’ sample.  
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4.2.4 Return on Assets 
ROA -5 -4 -3 -2 -1 1 2 3 4 5
Observations 76 92 110 124 125 125 122 117 117 113
Average 1,10% 1,34% 2,02% 1,85% 2,92% 1,44% 1,20% 1,16% 1,76% 2,19%
Median 1,45% 1,54% 2,02% 1,69% 2,48% 1,87% 0,76% 0,78% 1,52% 2,05%

P-value
One Sample T-test 0,0542 0,0524 0,0011 0,0011 0,0000 0,0142 0,0193 0,0129 0,0006 0,0000
Wilcoxon Signed Rank Test 0,0696 0,0261 0,0002 0,0005 0,0000 0,0085 0,0141 0,0332 0,0006 0,0000

Above industry median (%) 57,89% 59,78% 68,18% 66,13% 66,40% 58,68% 57,38% 58,12% 64,96% 69,03%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 128 128
Average 1,68% 1,53%
Median 1,67% 1,21%
Standard Deviation 0,0536 0,0489

Paired Two Sample T-test 0,7751
Wilcoxon Signed Rank Test 0,6782 	

Table 4.12 

The result for the return on assets for the full sample is presented in table 4.12. In the pre-merger 

period the industry-adjusted ROA is significantly positive for all the five years. The fraction of 

firms that outperforms the industry benchmark lies between 58 and 68% for all years. This gives an 

indication of that the two entities combined do perform better than their industry peers. The same 

pattern can be seen in the post-merger period. All five years reports significantly positive values, 

and a fraction of positive values that goes from 57-69%. The results indicate that both the combined 

firm and the merged firm outperform the industry benchmark during both the pre- and post-merger 

period. Since they tend to outperform the industry benchmark during both periods, it is interesting 

to see if there is any difference in the performance between the periods. The table shows that the 

average and median is lower in the post-merger period. However, this decrease in industry-adjusted 

ROA cannot be statistically proven for any of the test. This means that they still perform well in 

relation to the industry, but any effect from the merger cannot be seen.  
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ROA -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 42 53 65 77 77 74 76 70 72 68
Average 0,63% -0,59% 0,58% 0,51% 0,77% -0,50% -0,15% -0,73% 0,25% 1,12%
Median 0,00% -0,90% 1,24% 0,67% 0,82% -0,41% -0,61% -0,91% 0,41% 1,44%

P-value
One Sample T-test 0,4375 0,5627 0,4661 0,4522 0,3236 0,5046 0,8103 0,1518 0,6980 0,1181
Wilcoxon Signed Rank Test 0,7950 0,7166 0,2723 0,4137 0,2956 0,6822 0,8017 0,0989 0,5315 0,0769

Above industry median (%) 50,00% 45,28% 56,92% 55,84% 53,25% 44,16% 44,74% 42,86% 55,56% 61,76%

World
Observations 33 38 42 46 47 47 45 46 47 45
Average 2,10% 2,75% 3,84% 4,43% 4,51% 4,36% 3,76% 3,75% 4,13% 3,82%
Median 1,90% 2,30% 3,46% 3,56% 4,10% 3,21% 3,92% 2,31% 3,26% 2,78%

P-value
One Sample T-test 0,0036 0,0002 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000
Wilcoxon Signed Rank Test 0,0033 0,0002 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000 0,0000

Above industry median (%) 69,70% 76,32% 85,71% 84,78% 82,98% 78,72% 80,00% 80,43% 78,72% 80,00%

Pre-merger Post-merger Pre-merger Post-merger
Observations 79 79 0,9593 0,4985 49 49 0,6652 0,7749
Average 0,40% 0,36% 3,41% 3,75%
Median -0,15% -0,03% 2,67% 2,51%
Standard Deviation 0,0500 0,0498 0,0532 0,0413

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.13 

The separation in table 4.13 shows some interesting results. For the ‘Scandinavian’ sample, the pre-

merger period differs from the result for the full sample. It can be seen that the average lies slightly 

over or less than zero for all five years. Further, any statistically difference from zero cannot be 

proven. This indicates that when in the cases where a Scandinavian firm would acquirer another 

Scandinavian firm, they combined performs in level with the industry. This can also be seen by the 

fraction of outperforming firms that lays around 50% for all five years. In the post-merger period, 

some significant results can be seen. The first three years after the transaction reports negative 

results, indicating performance that is worse than that for the industry benchmark. However, it is 

only for the third year a statistical difference can be proven. Here, the fraction of outperforming 

firms is 42.86%, which is the lowest for the two periods. It is important to note that this is only true 

under the 10% significance level for the Wilcoxon signed rank test. The two last year in the post-

merger period reports positive numbers, but only the fifth year shows significantly positive 

numbers. The fraction of firms that outperforms the industry has reached 61.76% by this year. Even 

here, this is only true under the 10% significance level and for the Wilcoxon signed rank test. 

Nevertheless, this gives an indication of an improvement in industry-adjusted ROA is not realized 

until five years after the transaction. In table 4.13, the result for the comparison between the pre- 

and post-merger periods is also shown. The results are mixed, with a decreasing average and 
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increasing median. However, the differences between the periods are very small and insignificant 

indicating that there is no effect on the ROA after the merger. 

For the ‘World’ sample, the results are very different. The pre-merger period shows that the 

adjusted ROA is significantly positive for all five years. In contrast to the ‘Scandinavian’ sample, 

the results for the ‘World’ sample indicates that the combination of the acquiring Scandinavian firm 

and a international target results in a combined firm that outperforms the industry. The fraction of 

firms that outperforms the industry is as high as 85.71% for one year. The same trend can be seen in 

the post-merger period. Even here, all of the five years shows significantly positive values. For all 

years, the difference can be proven under the 1% significance level for both tests. The 

outperforming fraction lies around 80%, which is very high when compared with the 

‘Scandinavian’ sample where the fraction was less than 50% for three out of the five years. This 

means that even the merged firm keeps outperform the industry benchmark during the post-merger 

period. The table also reports the difference between the two periods. The pre-merger average is 

3.41% and the post-merger average is 3.75%, which means just a slightly increase in industry-

adjusted ROA. Looking at the median, a slight decrease can be seen. However, the difference is 

insignificant for this sample as well. A difference in performance cannot be proven. 

ROA -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 35 42 50 56 61 56 58 52 56 54
Average 0,54% -0,40% 0,74% 1,25% 2,23% 0,19% 0,82% 0,21% 1,24% 1,86%
Median 0,87% 0,20% 0,89% 1,27% 1,55% 0,82% 0,05% 0,16% 0,98% 2,05%

P-value
One Sample T-test 0,3521 0,6308 0,3845 0,0725 0,0082 0,8286 0,2534 0,7023 0,0612 0,0163
Wilcoxon Signed Rank Test 0,3855 0,7289 0,1296 0,0402 0,0188 0,7535 0,3293 0,5754 0,0452 0,0171

Above industry median (%) 57,14% 52,38% 60,00% 66,07% 60,66% 49,18% 50,00% 55,77% 64,29% 66,67%

Unrelated
Observations 41 50 59 67 66 65 63 64 64 58
Average 1,57% 2,14% 2,84% 3,10% 3,55% 2,51% 1,83% 2,23% 1,95% 2,74%
Median 1,49% 2,19% 2,71% 2,72% 3,10% 2,31% 2,26% 1,28% 1,76% 2,26%

P-value
One Sample T-test 0,0946 0,0446 0,0009 0,0003 0,0002 0,0017 0,0077 0,0028 0,0237 0,0001
Wilcoxon Signed Rank Test 0,1239 0,0321 0,0007 0,0005 0,0001 0,0015 0,0078 0,0099 0,0168 0,0001

Above industry median (%) 58,54% 64,00% 74,58% 68,66% 71,21% 62,12% 65,08% 60,94% 64,06% 72,41%

Pre-merger Post-merger Pre-merger Post-merger
Observations 60 60 0,9734 0,6297 68 68 0,7261 0,8188
Average 1,11% 1,09% 2,18% 1,92%
Median 1,14% 0,79% 2,57% 1,53%
Standard Deviation 0,0503 0,0461 0,0563 0,0512

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	
Table 4.14 
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The results for the ‘Related’ and ‘Unrelated’ samples are presented in table 4.14. The ‘Related’ 

sample shows that the fraction of firms performing above the industry median is higher than 50% 

for all five years in the pre-merger period. However, the first three years are insignificant and hence 

the results show that the combined firms perform in level with their industry peers. In the two 

remaining year, the industry-adjusted ROA has increased and shows significant results. Both years 

show a significant positive ROA, indicating that the combined entities do perform better than the 

industry benchmark. After the transaction, the ROA decreases again and the first three years shows 

insignificant results. It is not until the fourth and fifth year the merged firms show a significantly 

positive ROA again. It is interesting to see that the fraction of firms performing above the industry 

median is 49.18% in year one, which is the lowest recorded fraction for the both periods. 

Thereafter, the fraction is strictly increasing for the whole post-merger period and as discussed 

above, the ROA ends up significantly positive in the end of the period. By comparing the two 

periods with each other, it shows that the average and median is decreasing in the post-merger 

period. It goes from 1.11% and 1.14% respectively, down to 1.09% and 0.79%. However, this drop 

in performance cannot be statistically proved by any of the tests. Therefore, one cannot say that the 

merger has affected the industry-adjusted ROA. 

For the ‘Unrelated’ sample, the results are a bit different from the ‘Related’ sample. In the pre-

merger period, it is only the first year that shows a weak form of significance. The reported average 

and median of 1.57% and 1.49% is only significantly positive according to the one sample t-test, 

and is only true under the 10% significance level. The remaining four years in the period shows 

significantly positive results, indicating that the combined firms do perform above industry median. 

And the fraction of firms that actually do perform above industry median reaches as high as 74.58% 

in the third year. This pattern is kept intact during the post-merger period as well. All five years 

reports significantly positive values, indicating that also the merged firms perform better than the 

industry benchmark. This trend is also confirmed when comparing the two periods. Both the 

average and median is decreasing in the post-merger period, but the decrease is not large enough to 

be significant. This means that the overall performance is similar before and after the deal.  
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4.2.5 Return on Equity 
ROE -5 -4 -3 -2 -1 1 2 3 4 5
Observations 76 85 101 114 105 110 113 109 111 109
Average 2,17% 1,85% 2,60% 1,72% 2,56% 3,22% 1,25% -1,30% 2,00% 3,41%
Median 1,68% 1,60% 2,50% 3,29% 2,01% 1,02% 0,59% -0,36% 1,06% 1,40%

P-value
One Sample T-test 0,0586 0,0973 0,0182 0,0887 0,0030 0,0060 0,2249 0,2507 0,0216 0,0013
Wilcoxon Signed Rank Test 0,0538 0,0925 0,0086 0,0207 0,0017 0,0102 0,3146 0,5474 0,0407 0,0035

Above industry median (%) 56,58% 60,00% 62,38% 60,53% 62,86% 59,09% 56,64% 45,87% 57,66% 59,63%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 116 116
Average 2,18% 1,72%
Median 2,12% 1,09%
Standard Deviation 0,1006 0,1104

Paired Two Sample T-test 0,4763
Wilcoxon Signed Rank Test 0,2095 	

Table 4.15 

Above, the results for the industry-adjusted ROE are presented. First of all, it can be seen that 

during the pre-merger period the values are all positive. Further, all of the five years presented can 

be statistically proven to be positive, even though some of the years only are true under the 10% 

significance level. This indicates that the performance of the combined firm is above the industry 

benchmark. This pattern can also be seen by looking at the fraction of firms performing better than 

the industry benchmark, which lies above 50% for all five years. The post-merger period reports a 

bit different results. In the first year after the merger, the pattern from the pre-merger periods is 

intact. However, the two following years shows a decrease in industry-adjusted ROE. The third year 

even reports a negative ROE. But none of these years show a significant difference from the 

industry. The merged firm goes from outperforming the industry to perform in line with the 

industry in the three years following the deal. The downward trend shifts upwards by the fourth and 

fifth year, which both reports significant positive ROE for the full sample. The fraction of firms 

outperforming the industry is kept above 50%, except for the third year where it decreases to 

45.87%. Despite the different trend in the post-merger period, any difference between the two 

periods cannot be proven. It is seen that the average and median decreases in the post-merger 

period. However, this decrease is not large enough to be statistically proven. Therefore one cannot 

see any change in the performance between the combined and the merged firm.  
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ROE -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 41 50 61 66 62 60 67 68 66 64
Average 2,43% -1,40% 1,37% -0,76% 1,03% -1,17% -0,26% -4,11% -0,10% 3,89%
Median 1,60% 0,02% 1,04% 1,16% 0,85% -0,99% -0,01% -2,98% -0,02% 1,08%

P-value
One Sample T-test 0,1824 0,5002 0,4628 0,5749 0,4474 0,4774 0,8400 0,0335 0,9313 0,0094
Wilcoxon Signed Rank Test 0,2018 0,6923 0,5368 0,8882 0,3195 0,4842 0,5761 0,0380 0,8430 0,0266

Above industry median (%) 58,54% 50,00% 52,46% 54,55% 53,23% 53,23% 49,25% 38,24% 50,00% 59,38%

World
Observations 35 37 43 48 46 43 45 43 45 45
Average 3,41% 2,77% 5,26% 5,14% 5,21% 6,97% 2,84% 3,80% 5,07% 2,82%
Median 3,26% 2,29% 4,16% 4,27% 3,95% 4,81% 3,89% 2,29% 2,66% 1,83%

P-value
One Sample T-test 0,0205 0,0280 0,0001 0,0004 0,0000 0,0000 0,0853 0,0031 0,0001 0,0623
Wilcoxon Signed Rank Test 0,0404 0,0215 0,0000 0,0003 0,0000 0,0000 0,0522 0,0086 0,0009 0,0692

Above industry median (%) 57,14% 67,57% 76,74% 68,75% 76,09% 67,39% 66,67% 60,47% 68,89% 60,00%

Pre-merger Post-merger Pre-merger Post-merger
Observations 68 68 0,3974 0,2042 48 48 0,8248 0,9018
Average 0,45% -0,40% 4,47% 4,28%
Median 1,00% -0,28% 3,79% 3,20%
Standard Deviation 0,1246 0,1250 0,0835 0,0953

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.16 

Above, the separated results between the ‘Scandinavian’ and ‘World’ sample are presented. In the 

pre-merger period, no statistically differences can be proven for the ‘Scandinavian’ sample. The 

combined firm performs in line with the industry for all of the five years of the period. The fraction 

of positive values is above 50% for all five years, but not with much. In the post-merger period, 

another pattern can be spotted. The four years following the transaction reports a negative industry-

adjusted ROE, indicating that the merged firm performs worse than the industry benchmark. But it 

is only the third year that shows any significant difference. The negative ROE is true under the 5% 

significance level. The fraction of firm outperforming the industry is as low as 38.24% for this year. 

Thereafter, the ROE increases and by the fifth year the merged firms reports a positive ROE again, 

which can be proven under the 5% significance level. The positive fraction has reached 59.38% by 

this year. The findings indicate that an improvement in industry-adjusted ROE after an M&A deal 

is not realized until five years after the deal. Table 4.16 also shows the overall post-merger 

performance compared to the pre-merger performance. For the ‘Scandinavian’ sample, it is possible 

to see that both the average and the median go from a positive ROE to negative. But this decrease in 

industry-adjusted ROE is not large enough to significant. Neither of the statistical tests shows any 

difference between the periods, suggesting that the overall performance has not changed after the 

deal. 
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The results for the ‘World’ sample are very different from the ‘Scandinavian’ sample. Here, one can 

see that the industry-adjusted ROE is significant higher than the industry benchmark for the whole 

period. The fraction of outperforming firms reaches as high as 76.74% for one year. The same 

pattern can be seen in the post-merger period. For all of the five years following the deal, the 

industry-adjusted ROE is significantly positive. For each year, the fraction of firm that outperforms 

the industry lies above 60%. The findings for the ‘World’ sample suggest that both the two 

separated entities combined and the merged firms perform better than their industry peers. The 

overall average and median decreases in the post-merger period compared to before the merger, but 

as for the ‘Scandinavian’ sample, the decrease is too small to be considered as significant. This 

means that the finding from the ‘World’ sample does not show any effects on the ROE after the 

merger took place.  

ROE -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 33 38 45 50 51 52 53 51 54 49
Average 1,48% 0,28% 2,67% 1,08% 1,67% -0,60% -0,62% -0,52% 1,46% 2,02%
Median 1,60% 0,33% 2,27% 1,37% 1,13% -0,95% -1,84% -0,15% 1,03% -0,29%

P-value
One Sample T-test 0,3735 0,8487 0,0933 0,3517 0,1611 0,7121 0,6690 0,7356 0,2373 0,1188
Wilcoxon Signed Rank Test 0,3303 1,0000 0,0951 0,1476 0,1556 0,7259 0,3390 0,8038 0,2416 0,2326

Above industry median (%) 60,61% 52,63% 60,00% 56,00% 56,86% 47,06% 45,28% 45,10% 59,26% 48,98%

Unrelated
Observations 44 45 57 62 58 60 58 62 59 59
Average 3,33% 3,24% 1,95% 2,24% 5,43% 4,24% 2,00% -1,97% 2,43% 4,28%
Median 3,03% 3,34% 2,50% 3,86% 4,06% 3,87% 1,52% -0,51% 1,06% 2,24%

P-value
One Sample T-test 0,0555 0,0260 0,2273 0,1368 0,0006 0,0186 0,1395 0,3197 0,0828 0,0086
Wilcoxon Signed Rank Test 0,0528 0,0230 0,0833 0,0603 0,0003 0,0064 0,0599 0,5845 0,0931 0,0097

Above industry median (%) 54,55% 66,67% 63,16% 64,52% 70,69% 68,97% 65,52% 46,77% 55,93% 67,80%

Pre-merger Post-merger Pre-merger Post-merger
Observations 53 53 0,1920 0,1784 63 63 0,4968 0,6989
Average 1,74% 0,65% 1,74% 0,65%
Median 2,08% 0,46% 2,08% 0,46%
Standard Deviation 0,0758 0,0768 0,0758 0,0768

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	
Table 4.17 

In table 4.17, the ROE is separated into ‘Related’ and ‘Unrelated’. The ‘Related’ sample shows that 

all five years in the pre-merger period reports positive values. But it is only year three that is 

significantly positive, indicating that this is the only year where the combined firms are performing 

better than the industry benchmark. This is however only true under the 10% significance level, 

which is a weak form of statistically proof. The other four years reports insignificant results. In the 

post-merger period, it can be seen that the first three years reports negative numbers. Even though 

they are negative, none of the years can be statistically proven. It is interesting to see how the 
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fraction of firms performing above the industry median has changed after the merger. Before, all 

five years reported a fraction above 50%. For the three years after the deal, the ROE is still 

insignificant, but the fraction is now below 50%. The last two years in the period reports positive 

numbers, just as before the deal. The statistical tests do still show insignificant results, indicating 

that they do not outperform the industry benchmark. This means that all five years in the post-

merger period reports insignificant results, indicating that the merged firms perform in line with the 

industry benchmark. The ‘Related’ sample shows that the overall average and median is decreasing 

between the pre- and post-merger period. The decrease in performance between the periods is 

however not large enough to be significant, and it cannot be stated that the drop is statistically true. 

For the ‘Unrelated’ sample, the results differ from the ‘Related’ sample. In the pre-merger period, 

three out of five years reports significantly positive values meaning that the combined firms 

perform better than the industry benchmark. The two remaining years report significant results with 

the Wilcoxon signed rank test, though it is only true under the 10% significance level. The one 

sample t-test shows insignificant for these years. The fraction of firms outperforming the industry 

benchmark lies above 50% for all five years and reaches as high as 70.69% the year prior to the 

deal. In the post-merger period, an interesting pattern can be seen. The year after the transaction, the 

average and median is 4.24% and 3.87% respectively, and are significantly positive. From year one 

until year three, both the average and the median are strictly decreasing. In year two, only Wilcoxon 

signed rank test shows significantly positive values, and by year three both average and the median 

is negative. The industry-adjusted ROE in this year is insignificant, indicating that the merged firms 

perform in line with the industry benchmark. This is also the only year during both the pre- and 

post-merger period that reports a fraction of firms performing above industry median that is below 

50%. After year three, the ROE is increasing again and is significantly positive already in year four, 

even though it is only true under the 10% significance level. By the last year in the post-merger 

period, the average and median has increased to 4.28% and 2.24% respectively. Both tests show 

that the result is significantly positive. The findings suggest that after the deal, the unrelated merged 

firms do worsen their performance between the first and third year. Thereafter, the performance 

turns and starts to improve again. Just as the sample for the related mergers, the ‘Unrelated’ sample 

shows an overall drop in performance between the two periods. But just as for the ‘Related’ sample, 

the drop is insignificant. These results suggest that there is no significantly difference between 

before and after the deal, for neither of the two sub-samples. 
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4.2.6 Cross-Sectional Regression – Profitability 

Cross-Sectional Regression - Profitability

Adjusted R Observations

Revenue Growth -0,0232 0,1227 0,0049 0,0262 0,0272 129
[0,0886] [0,0746] [0,7742] [0,1359]

EBITDA Margin 0,0258 0,8107 -0,0019 -0,0090 0,4427 128
[0,0050] [0,0000] [0,8641] [0,4482]

Profit Margin 0,0051 0,4788 -0,0078 0,0120 0,1763 116
[0,4200] [0,0000] [0,3450] [0,1740]

ROA 0,0058 0,2164 -0,0067 0,0235 0,1320 128
[0,3623] [0,0076] [0,4082] [0,0080]

ROE -0,0004 0,1921 -0,0168 0,0336 0,0796 116
[0,9696] [0,0379] [0,2580] [0,0295]

Pre-merger 
measureIntercept Related World

	
Table 4.18 

Table 4.18 shows the results from the cross-sectional regressions on the profitability measurements 

are presented. The regression for the revenue growth shows a negative intercept of -2.32%. This can 

be seen as the ‘abnormal revenue growth’ in the post-merger period is negative, indicating that the 

revenue growth of the merged firms is worse than for the combined firms in the pre-merger period. 

The slope coefficient of 0.1227 indicates that the growth is somewhat persistence over time. It is 

worth noticing that both the intercept and slope is only significant under the 10% level, which is the 

weakest form of statistical proof. The two dummies both shows positive number, but they are 

insignificant and therefore they do not have any effect on the performance according to the 

regression.  

For the EBITDA margin, the regression shows some interesting results. The intercept is 2.58% and 

is significant at 1% significance level. This number can be interpreted as that there is a 2.58% 

increase in the post-merger ‘abnormal margin return‘ per year. This indicates that there is a 

significant improvement in the EBITDA-margin of the merged firm. Further, the slope coefficient 

on 0.8107 indicates a very high persistence in the industry-adjusted EBITDA margin over time. 

This value is significant at the 1% level. The two dummies show both a slightly negative result, but 

neither of them is significant and therefore it is not possible to draw any conclusions from these.  

For the profit margin, the intercept is 0.51%. This ‘abnormal margin’ cannot be significantly 

confirmed, indicating that there is no significant improvement in the post-merger period according 

to the regression. However, the slope coefficient of 0.4788 is significant at the 1% level. The 
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number can be interpreted as the persistence of the profit margin over time is significant. The 

related dummy reports a slightly negative number, which would mean that any change in the post-

merger period would be less for related mergers than for unrelated mergers. The world dummy 

reports a positive value of 0.0120 indicating that acquiring an international target would have a 

larger effect on the post-merger profit margin than acquiring a Scandinavian target. But as the p-

values shows, none of the variables are significant and any conclusions about the dummies cannot 

be drawn.  

The intercept of the ROA is 0.58% but insignificant, which indicates that there is no abnormal post-

merger effect. The slope is significant and reports 0.2164, indicating that a persistence in the ROA 

exists. Further, the regression shows a significant result for the ‘World’ dummy. This shows that 

any change in performance induced by the merger is higher for the firms acquiring an international 

target than the firms acquiring a Scandinavian target. For the ROE, the regression shows a slightly 

negative intercept of -0.04% indicating that the ROE would be lower in the post-merger period. 

However, the intercept is not low enough to be significant and any effect cannot be confirmed. The 

significant slope coefficient indicates that there is persistence over time for the ROE. Also the 

‘World’ dummy is significant and can be interpreted as a change in ROE induced by a merger is 

greater when acquiring an international target than a Scandinavian target.  

4.2.7 Summary Analysis & Discussion – Profitability 

As discussed earlier in the thesis, boosting the revenue is often the main motive behind a merger. 

The theoretical implications of a merger also have a great focus on the revenue growth. In this 

thesis, it was not possible to see any significant difference in the revenue growth between the two 

periods for the full sample. However, the regression actually showed a significant negative 

intercept, indicating that the effect on the revenue growth in the post-merger period is significantly 

negative.   One main part of the economical perspective of a merger is that the merged firm can use 

its combined strength from both firms to increase the sales and get a higher growth than the two 

firms separated (Damodaran, 2005). The overall findings for the full sample do not support this 

assumption. The only indications that can be seen in the post-merger period of increased revenue 

are the year immediately after the deal, where the growth is significantly higher than the industry 

medians. Already the second year in the post-merger period shows significantly negative growth 

rate, which indicate that any synergies realized after the merger dies out very fast. The fact that two 

out of five years reports significantly negative growth rates, suggest that the merged firms fails in 
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creating any synergies in revenues. The theoretical assumptions about revenue enhancement 

suggest that the two merged firms will gain a higher market share, and therefore dictate to some 

degree the price in the market (Sudarsanam, 2010). Any empirical results that support this 

assumption cannot be found in this thesis. However, it could be seen that any increase in growth 

faded very fast. Sudarsanam (2010) mentions that this strategy of increased market share is often 

short-lived, due to rivals that tend to copy the merger strategy. Therefore, it is possible to argue that 

any increase in market share and thereby revenues actually are very short-lived as seen in the 

results. The results found for the full sample contradicts the findings of Huyghebaert & Luypaert 

(2013). They reported a significant positive industry adjusted sales growth over the three years 

following a merger, while the revenue growth in this thesis only showed significantly positive 

growth rates in the first year and then significantly negative for the other two years. This may 

reflect a difference between the performance of Scandinavian acquirers and acquirers from another 

European country, that the European firms are more efficient in their work of generate synergies in 

form of revenue enhancement. It should further be highlighted that the report by Huyghebaert & 

Luypaert (2013) only studies the fifth merger wave, and the motives for these mergers may differ 

from transaction that took place during another time period. If the main focus for acquiring firms 

during the fifth wave was to generate higher revenue, then it could be a reason for the differences in 

the results. 

The overall result for the ‘Scandinavian’ sample shows the same results as for the full sample; any 

difference between the periods cannot be seen. This means that the results do not support the 

theoretical assumptions of a merger for the sample where Scandinavian firms bought another 

Scandinavian firm. In the pre-merger period, all four years report insignificant results. In the post-

merger period, the revenue growth was significantly lower than the industry benchmark for three 

out of five years. This clearly goes against the theoretical assumption that the two firms together 

will be able to increase market share and thereby boost the revenues. This indicates that the 

combined firms do not tend to generate any substantial increase in growth following a merger. 

When it comes to the ‘World’ sample, one can try to link the results to one potential effect of a 

cross-border merger suggested by Damodaran (2005). He argues that if a firm acquires another firm 

in another country or an emerging market that has, for example, a good distribution and 

recognizable brand, the combined strength of the two firms may result in a higher growth than the 

individually firms separate could have. However, the results are the opposite of the theoretical 

assumption. The revenue growth is overall lower in the post-merger period than in the pre-merger 
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period. As seen in p-values for both tests, this decrease in growth is, however, not large enough to 

be significant indicating that the revenue growth is in the same level as in the pre-merger period.  

The theoretical assumption discussed above about an increased market power after a merger is, 

according to the theory, something that should highly affect related mergers. When going through a 

related merger, part of the competition disappears and as a result the merged firm should get a 

stronger position in the market. If this goes successfully, the revenue should increase. The results 

for the ‘Related’ sample was mixed. In the pre-merger period, the revenue growth was kept at the 

same level as the industry benchmark for the two entities combined. In the first year after the deal, a 

surprisingly high growth could be seen of 10.89% on average, and a median of 5.81%. This highly 

supports the assumption that the two related firms would get a higher market share and power, and 

therefore a higher growth. But by the third year, the growth is instead significantly negative. If the 

merged firms perform significantly negative compared to the industry peers, this means that the 

competitors experience a higher growth on average. When the competitors in the same industry 

grow more than the merged firm, it indicates that the merged firm losses market share. These 

findings suggest that the related mergers do not get a sustainable higher market share, which goes 

against the theory. Also the overall difference between the periods shows an insignificant effect on 

the revenue growth. The results for the unrelated mergers also showed an insignificant difference 

between the periods, indicating that any revenue enhancement cannot be seen. Both the pre- and 

post-merger period showed mostly insignificant growth rates compared to the industry benchmark. 

This indicates that an unrelated merger does not affect the revenue growth of the firms. That a 

merger will theoretically lead to an increased revenue growth is widely accepted, but the findings in 

this report cannot support this assumption since all samples showed an insignificant effect on the 

growth rate and the regression showed a significantly negative intercept.  

According to the economic perspective of a merger discussed earlier, another potential effect of the 

merger is an improved cost structure. This can be referred to as ‘economy of scale’, and means a 

cost reduction in the production of a product or a service. Another theoretical effect of an M&A 

deal is ‘economy of scope’, which can arise when a firm sells several products and the cost of 

producing and selling these products are less than the sum of each individual entity doing it 

separately. This will also affect the cost structure, leading to improved profitability. With a lower 

cost structure, the EBITDA margin would naturally increase for the firm. In the results for the 

EBITDA margin, it could be seen that the full sample performed in line with the industry 
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benchmark in the pre-merger period, while the margin significantly increased in the post-merger 

period. This gives clear indications of that the two firms actually experiences synergies after the 

merger. Since the acquirers and targets combined had lower margin than the merged firm, the costs 

have either decreased or have been kept in the same level at the same time as the growth has 

increased. Since the results for the revenue growth showed an insignificant difference between the 

two periods, this indicates that increased EBITDA margin may be due to a lower cost structure. In 

production cost there is often a fixed component such as rent or administrative costs (Sudarsanam, 

2010), and the results for the full sample indicates the average cost per unit decreases after a 

merger. However, this cannot be proved and is only speculations.  

The findings for the EBITDA margin are also interesting in the sense of the theoretical value of a 

firm described in the theoretical framework, where it was discussed that the value of the firm is 

calculated as the present value of all future cash flows. The equation shows that the EBIT plus the 

depreciation is one component in the free cash flow to the firm. Therefore, an increased EBITDA 

indicates that one key component in the free cash flow has improved which can lead to a higher 

value for the firm. If the increased EBITDA leads to a higher theoretical value of the firm, it can be 

argued that the wealth for the shareholders has increased. And maximizing the wealth of the 

shareholders is the fundamental in the finance theory (Sudarsanam, 2010). This indicates that a 

more efficient cost structure leads to an increased EBITDA margin, but also that the managers have 

acted in the best interest of the shareholders. It is worth mention that the cash flow is dependent on 

the absolute value of the EBITDA, not the margin it self. The margin can increase at the same time 

as the absolute value of the EBITDA decreases if the firm experience a decrease in revenue that is 

larger than the decrease in EBITDA. Nevertheless, the significant improvement in EBITDA margin 

that was confirmed by the test gives an indication of an improved performance that also may lead to 

an increase in EBITDA in absolute values over time.  

For the sample where a Scandinavian firm had acquired another Scandinavian firm, it could be seen 

that the EBITDA margin significantly increased in the post-merger period. They went from 

performing in line with the industry benchmark, even lower in some years, to outperforming the 

same in the post-merger period. This indicates that two Scandinavian entities combined had a cost 

structure that was not very effective. But after the merger, it is possible to argue that the merged 

firms experienced either ‘economy of scale’ or ‘economy of scope’, which lead to a more efficient 

cost structure with a potential lowering of average fixed cost in production. The new cost structure 
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realized after the merger was superior to the median for the industry benchmark for some years in 

the post-merger period. The same trend could be seen for the sample where a Scandinavian firm 

acquired an international target. The difference between the two periods was recorded as a 

significant improvement. However, the ‘World’ sample showed a superior cost structure already in 

the pre-merger period where the combined firms outperformed the industry benchmark for three out 

of five years. Even though the average and median have increased in the post-merger period, the 

increase is not large enough to be significant. Thus, it is difficult to see any signals of ‘economy of 

scale’ or ‘economy of scope’ for this sample. The ‘Scandinavian’ sample can be argued to have 

increased the theoretical value of the firm, which leads to maximizing the wealth of the shareholder 

and hence supports the agency theory. 

For the ‘Related’ sample, the results in the pre-merger period give some interesting indications. For 

two out of five years, the EBITDA margin is significantly lower than for the industry benchmark. 

This suggests that the firms combined, which are in the same industry, have a cost structure that is 

inferior their industry peers. In the post-merger period, the margin has increased to be significantly 

higher than the industry benchmark, indicating that synergies are being realized in form of a more 

efficient cost structure. The merged firms tend to perform more efficient together, which also is 

confirmed by the significant improvement in EBITDA margin between the pre- and post-merger 

periods. A theoretical effect of a merger between two firms in the same market is a decreased 

competition and the total market share will increase as a result (Damodaran, 2005). This could lead 

to a greater pricing power for the merged firm, and therefore higher margins. This theoretical 

assumption about the performance of a related merger is confirmed by the results. The margin has 

significantly increased, which could be a consequence of greater pricing powers.  

The unrelated mergers may be implemented by other reasons than the related mergers. It can be a 

vertical merger, where the acquiring firm buys another firm within the value chain or it can be a 

conglomerate merger. An effect of vertical merger can be a higher profitability by removing firms 

such as suppliers or distributors that may lead to a higher market power (Sudarsanam, 2010). The 

‘Unrelated’ sample shows that the combined firm had a margin in the same level as the industry 

benchmark. Since the ‘Related’ sample showed a significantly negative margin in the pre-merger 

period, differences between the two samples could be seen in the pre-merger period in relation to 

the industry benchmark. The EBITDA margin for the ‘Unrelated’ sample shows a significantly 

increase between the two periods, which indicate that synergies are realized. Unrelated mergers 
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therefore seem to generate synergies in form of an increased EBITDA margin by lowering their 

operating costs. As discussed in the theoretical framework, one potential synergy may arise from 

the ‘economy of scope’. As mentioned there, a major rationale for an unrelated merger is that the 

products of the two firms share the same managerial capabilities. Therefore, the improved 

performance after the merger may be due to more efficiently managerial behavior. This is only 

speculation that cannot be proved by this report, but it is a potential explanation that could be 

subject for further examination.  

Another potential effect of an unrelated merger is that they create value through increased market 

power. Due to the range of the firm’s activities, the unrelated merged firms may have the ability to 

lower the cost below its business competitors and get an advantage, and then subsidize this ‘loss’ in 

income with the profit from another business within the merged firm. This strategy tends to result in 

losses in the first years, but it will eventually recover. By looking at the performance of the 

unrelated mergers in the post-merger years, it is possible to see a decreased in EBITDA margin 

from year one to year three. It goes from outperforming the industry benchmark to perform in the 

same level. Thereafter it increases again until year five. This finding could be seen as a support to 

the theoretical assumption about the costly strategy, since the cost structure seems to get worse 

before it improves again. Since the increase between the two periods is significant, the merged 

firms seem to have gained from any potential price strategy. If this is the case then it is difficult to 

tell from the results but there are indications that supports it. However, Sudarsanam (2010) states 

that this argument holds little empirical support and the strategy is seldom used. Talking about the 

EBITDA margin, a merger tends to generate synergies in the sense of a higher profitability for all 

samples that are examined. The agency theory implies that the managers should act in the interest of 

its shareholders, and this discussion shows that the managers’ motives are aligned with the 

shareholders’ motives and the results should satisfy them. 

The effect of a merger on the operating profit has shown mixed results in earlier research. First, 

Healy et al. (1992) showed in their report that the operating profit was unaffected by the merger, 

while Huyghebaert & Luypaert (2013) reported a significant cost savings in form of operating costs 

in the three years after the merger. The findings in this thesis supports Huyghebaert & Luypaert 

(2013) conclusion that acquirers are successful in integrating the targets operation quickly and 

having an enduring effect of the cost structure, since the entire post-merger period reported a 

significantly higher operating margin. Since Healy et al. (1992) only examined the 50 largest 
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mergers in the U.S., and Huyghebaert & Luypaert (2013) and this report examines mergers of 

different sizes, it indicates that there may be a difference in the performance when the size differs. 

In the case of Healy et al. (1992), the large firms could already have realized cost savings to the 

extent that no further synergies could be realized. For example, they could have reached the MES 

before engaging in a merger, if economy of scale was a rationale for the merger. While for mergers 

of different sizes, more efficiency in cost structure is possible to achieve. Devos et al. (2009) 

showed that the profit margins did not generate much to the operating synergies that was found in 

their study. Further, Doukas et al. (2002) showed that Swedish diversifying mergers led to a 

significant decline in operating margin, and they argued that the increased agency problems and 

operating inefficiencies of the diversified firm are higher than the diversification benefits. The 

results in this thesis show no support for this assumption. Even the sample with the unrelated 

mergers increased their operating profit after the merger, which instead indicates that there are 

diversifying benefits even in the cost structure. Overall, the results differ between the studies and 

indicate that it is hard to find any consistent results on how the cost structure is affected by the 

merger.  

While the EBITDA margin showed indications of an increased profitability, the results for the profit 

margin was more mixed. It could be seen that both the combined firm and the merged firm 

outperformed the industry benchmark in some of the years in the respectively periods. But the 

overall differences between the periods showed insignificant results. The profit margin is a 

measurement that captures the overall profitability, and not only the operating profitability. It is in 

the interest of the shareholder to increase the net profit, since this is the amount available to be paid 

out to the equity holders or maintain and invest further into the firm. From the result, it was not 

clear that the merger had a positive effect on the overall profitability of the firm, even though there 

were some indications of improvement. This raises questions of how much synergies actually are 

realized in the bottom line. Both ‘economy of scale’ and ‘economy of scope’ suggests that the 

profitability of firms will increase after a merger. This could be seen for the EBITDA margin, but 

the results for the profit margin implicates that after including all costs in the firm, the effect was 

not very clear anymore. The profit margin is not only affected by the operational synergies, but also 

the financial synergies since net profit is what is left after payments to debt holders and tax costs. 

One potential financial synergy is tax savings, which may arise from the situation where the 

acquiring firm buys a firm with losses to decrease the tax amount that has to be paid. Higher debt 

capacity may also lead to tax savings, due to tax shields on interest payments. Since the operational 
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profitability significantly increased, the weak indications of increase in profit margin indicates an 

absent of financial synergies. It is possible to argue that with a higher operational profitability, the 

overall profitability should also increase if the financial and tax expenses are kept at the same level 

as before. However, the increase in EBITDA margin did not reach all the way down to the profit 

margin. Any potential synergies in tax benefits will be discussed later on in this chapter.  

The ‘Scandinavian’ sample showed both significantly negative as well as insignificant results 

during the pre-merger period. In the post-merger period, four years showed insignificant margins 

while the fifth years showed a significantly positive margin. The increase between the two periods 

was however not significant. This indicates that the synergies that were hard to confirm for the full 

sample could not be seen for the ‘Scandinavian’ sample either. For the ‘World’ sample, the trend 

was a bit different. It shows that the profit margin was significantly positive in both the pre- and 

post-merger period. The ‘World’ sample managed to maintain the same level of profit margin, but 

any synergies cannot be seen since the difference between the periods was not significant. The 

EBITDA margin showed a significantly increase for the ‘World’ sample, indicating that the 

financial expenses of the firms may have risen after the merger or not decreased in the same pace as 

the operational expenses. As discussed above, financial synergies may result in higher profit 

margin. If the merged firms in ‘World’ sample was not able to either increase its debt and thereby 

the interest expenses or take advantage of different tax deductions, the profit margin would not 

increase in the same level as the EBITDA margin.  

Also the sub-samples ‘Related’ and ‘Unrelated’ showed differences in patterns. The ‘Related’ 

sample showed one significantly negative year and four insignificant years in the pre-merger 

period. In the post-merger period, the first three years were insignificant while the last two showed 

significantly positive margin. But the change between the periods could not be statistically proved. 

Even though the overall performance could not be confirmed, it showed that synergies were 

realized in the last two years of the post-merger period. This indicates that the improved cost 

structure seen in the EBITDA margin also results in synergies in the overall profitability, but only 

for the end of the period. This finding is in line with the theory about the fact that cost efficiencies 

may be an effect of a related merger. Also the ‘Unrelated’ sample showed an insignificant 

difference between the periods. Pure financial rationales are one perspective of an unrelated merger, 

which includes higher debt and tax benefits. Due to the significant increase in operational 

profitability, but absent of increase in overall profitability, it can be argued that any synergies from 
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the financial expenses or tax benefit cannot be seen. The reason for the insignificant change in 

profit margin for unrelated mergers is hard to tell from the results, but one explanation can be the 

lack of financial synergies. With an unchanged net profit, the unrelated merger does not tend to 

affect the money available for the shareholders or to further invest into the firm.  

The other two measurements tested to see the effect of the profitability of the firms are ROA and 

ROE. These captures to profitability that the firm are able to generate to both all investors and the 

equity holders. One way of increasing the profitability of the firm is called ‘economy of learning’ 

and is a part of the economical perspective of a merger. This means that the managers and workers 

become more effective and experienced over time in using the available resources. If this is the 

case, it will result in a more effective utilizing of the firm’s asset, and thereby an increased ROA. 

For the full sample, it is possible to see that the two combined firms outperform the industry 

benchmark in the pre-merger period. This pattern is maintained in the post-merger years, where the 

ROA is significantly higher than the industry medians for all five years. Even though the merged 

firms tend to keep outperform their peers, any significant difference cannot be seen between the 

periods. These findings suggest that a merger does not affect the effectiveness of the utilizing of the 

assets of the firms, but rather keep it in the same level. Therefore it is not possible to see any change 

in profitability between the two periods when talking about the return on assets. The merger affects 

neither the profitability for the equity holders, since the ROE shows an insignificant difference 

between the two periods. In fact, any significant effect cannot be seen for any of the samples for 

both ROA and ROE. An explanation for this could be that the workers of the merged firm, where 

close to or had trespassed the MELS point, where the workers could not optimize more by learning 

from their colleagues.   The most interesting findings from the tests of ROA is the fact that it is 

possible to see a difference between the ‘Scandinavian’ and ‘World’ samples and for the ‘Related’ 

and ‘Unrelated’ samples. Both the ‘World’ and the ‘Unrelated’ sample show significantly positive 

ROA for all years in both the pre- and post-merger period. Even though it is not possible to see any 

difference between the periods, it can be seen that the trend of outperforming the industry 

benchmark is kept even after the merger. The results for the ROE show the same indications. 

Doukas et al. (2002) also investigates the effect on ROA and ROE for diversifying mergers, where 

they found that return of assets were declining after the merger while the return on equity was 

unchanged. This study also shows an insignificant effect on return on equity, but a declining return 

on assets after the merger cannot be confirmed. It was possible to see that the average and median 

return on assets was lower in the post-merger period, but any significant difference could not be 
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found. However, this does give indications of the same pattern as shown by Doukas et al. (2002). 

The results do at least show that no effectiveness can be realized by expanding outside the core 

business.  

There are some interesting trends that can be seen in the different profitability measures. Many of 

them report a significantly positive value for the first year, then decrease over the following two 

years. This indicates that there may be some complications with integrating the two entities that 

leads to inefficiencies and one-time costs. The two last years of the post-merger periods did often 

show better performance, and for most measurements the fifth year was significantly positive. This 

could be interpreted as taking a couple of year for the synergies to be materialized. That after three 

years, the two entities has been fully integrated and the true synergies can be seen. These patterns 

support the findings of Maksimovic et al. (2011), that the synergies are not realized until a few 

years after the deal.     

The overall findings for the profitability measure only shows a weak support for the theoretical 

assumptions of an improved cost structure, increased revenue growth and improved effectiveness in 

utilizing the existing assets after a merger. It was only the EBITDA margin that showed clear 

results of improvement, where the other showed mostly an insignificant effect of the merger. The 

revenue growth reported a significant negative intercept in the regression. To summarize and 

conclude on the first hypothesis, it is not possible to give a clear answer to how the profitability is 

affected since EBITDA margin and revenue growth was significant while the remaining 

measurements showed insignificant results.  

From the analysis above, it is possible to see that there are no clear effects on the profitability after 

the merger. EBITDA margin increases significantly while the revenue growth shows a negative 

change and is significant according to the cross-sectional regression. The remaining measurements 

show insignificant results. All this together makes it hard to conclude that the profitability is 

increasing after the merger as the first hypothesis stated. Therefore, the thesis fails to accept the 

hypotheses since a clear improvement in profitability could not be found.  

 

 Value Creation 4.3

In this section, the results will be presented for the measurements chosen to test the firms’ ability to 

create value. The procedure will be the same as for the previous section, where the different 
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measurements will be presented separately, and also the results for the different sub-samples. The 

section will end with a summary analysis of the presented results. This section aims to test the 

following hypothesis:  

“Firms engaging in a merger experience increased value creation in the years following the deal” 

4.3.1 Cash Flow / Market Value of Assets 
Cash Flow / Market Value of Assets -5 -4 -3 -2 -1 1 2 3 4 5
Observations 64 80 93 110 123 123 122 112 118 106
Average -1,39% -1,24% 0,09% -0,31% -0,02% 0,32% 0,49% 0,60% 0,54% 0,85%
Median -1,05% -0,94% -0,05% -0,62% 0,02% 0,12% 0,68% 0,11% 0,49% 0,44%

P-value
One Sample T-test 0,0246 0,0008 0,8493 0,3981 0,9336 0,1906 0,2356 0,0410 0,1519 0,0165
Wilcoxon Signed Rank Test 0,0385 0,0018 0,8903 0,3790 0,9366 0,3010 0,2032 0,1999 0,0986 0,0263

Above industry median (%) 42,19% 37,50% 49,46% 46,36% 49,61% 51,33% 54,92% 52,68% 55,93% 57,55%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 121 121
Average -0,23% 0,57%
Median -0,32% 0,31%

Paired Two Sample T-test 0,0142
Wilcoxon Signed Rank Test 0,0092 	

Table 4.19 

The industry-adjusted cash flow return is presented in the table above. The pre-merger period shows 

that the first two years reports significantly negative return. The remaining three years reports 

insignificant returns. This suggests that the combined firm underperforms the industry for the first 

two years, then improves slightly and performs in line with the industry. The fraction that performs 

above industry median is less than 50% for all five years, and is lowest four years before the merger 

where it reports 37.50%. In the post-merger period, the pattern has changed. The two years 

immediately after the deal reports insignificant results, just as the tree years before. However, by 

the third year, significant results are shown. In year three, the return is significantly positive but 

only for one sample t-test. Year four also reports significantly positive results, but this time it is 

only statistically proven by the Wilcoxon signed rank test and under the 10% significance level. By 

the time the merged firms has reached the fifth year after the transaction, significantly positive 

returns are reported by both tests under the 5% significance level. This indicates that any clear 

effects cannot be seen until five years after the deal.  This trend of increasing return in the post-

merger period is confirmed by the test of the overall performance between the pre-and post-merger 

periods. In the pre-merger period, it is seen that both the average and the median are negative. But 

in the post-merger period, both has increased and yield positive numbers. As shown in the table, the 

increase is statistically proven by both tests under the 5% significance level.  
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Cash Flow / Market Value of Assets -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 36 47 56 72 76 72 76 75 74 67
Average -1,46% -1,20% 0,76% -0,49% 0,21% 0,64% 0,49% 0,12% 0,62% 1,08%
Median -0,54% -1,07% 1,02% -0,87% 0,23% 0,24% 0,73% 0,00% 0,92% 0,51%

P-value
One Sample T-test 0,1073 0,0508 0,3209 0,4314 0,5839 0,1041 0,3752 0,8189 0,2984 0,0684
Wilcoxon Signed Rank Test 0,1763 0,0398 0,2227 0,5538 0,6028 0,1290 0,2712 0,7294 0,2359 0,0517

Above industry median (%) 44,44% 46,81% 58,93% 48,61% 52,63% 52,63% 56,58% 49,33% 58,11% 58,21%

World
Observations 25 33 36 41 46 42 45 40 45 42
Average -0,81% -0,67% -0,89% -0,44% -0,20% -0,02% 0,75% -0,10% 0,59% 0,32%
Median -1,07% -0,81% -0,89% -0,61% -0,29% -0,01% 0,66% 0,01% 0,19% 0,16%

P-value
One Sample T-test 0,1350 0,0614 0,0430 0,2455 0,5849 0,9537 0,1934 0,7166 0,1074 0,4270
Wilcoxon Signed Rank Test 0,1336 0,0442 0,0348 0,2464 0,5733 0,8414 0,3786 0,8560 0,2102 0,5737

Above industry median (%) 40,00% 27,27% 33,33% 41,46% 47,83% 41,30% 53,33% 50,00% 53,33% 54,76%

Pre-merger Post-merger Pre-merger Post-merger
Observations 75 75 0,0892 0,0549 46 46 0,0453 0,0598
Average -0,19% 0,60% -0,30% 0,51%
Median -0,30% 0,32% -0,68% 0,21%
Standard Deviation 0,0302 0,0323 0,0237 0,0201

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.20 

The results for the two sub-samples ‘Scandinavian’ and ‘World’ are presented in the table above. 

For the ‘Scandinavian’ sample, the trends are similar to the result for the full sample. The first two 

years in the pre-merger periods shows negative returns, but is only significant for the second. The 

remaining three years reports insignificant returns, just as for the full sample. The fraction of firms 

outperforming the industry benchmark moves around 50%. For three of the five years, the fraction 

is less than 50%, and for the remaining two years it is slightly higher than 50%. In the post-merger 

period, it is possible to see that the returns are insignificant for the four years following the deal. It 

is not until the fifth year that any significant return can be proven. Even though both tests show a 

significant result, it be should noted that it is only true under the 10% significance level. This only 

gives a weak indication of improvement in relation to the industry benchmark. When comparing the 

post-merger performance with the pre-merger performance, it shows that there is a statistically 

proved improvement. The ‘Scandinavian’ sample improves their performance from an average of -

0.19% to an average of 0.69%, and the median from -0.30% to 0.32%. This increase is significant, 

but only under the 10% significance level. 

For the ‘World’ sample, the pre-merger periods shows similar patterns as the ‘Scandinavian’. All 

five years report negative numbers, but it is only the second and third year in the period that can be 

statistically proven. For these two years, the fraction of firms outperforming the industry benchmark 

is 27.27% and 33.33%, which can be viewed as relatively low. In the post-merger period, three out 
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of five years reports positive number. However, none of the years can be statistically proven, which 

means that the ‘World’ sample performs in level with the industry benchmark for all post-merger 

years. This can also be seen by the fraction of firms that performs above the industry median, which 

is around 50% for all years except year one that reports a fraction of 41.30%. For the ‘World’ 

sample, the overall improvement in the post-merger period leads to an increase from -0.30% to 

0.51% in the average, and the median increases from -0.68% to 0.21%. This increase is significant, 

but only the t-test can be proven under the 5% level. The Wilcoxon signed rank test is can only be 

confirmed under the 10% significance level. These findings suggest that the performance for the 

merged firm actually improves compared to what the combined firm performs.  

Cash Flow / Market Value of Assets -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 30 37 46 50 57 54 59 52 52 50
Average -2,15% -1,68% 0,21% -1,02% -0,28% 0,34% 0,55% 0,90% 0,81% 1,13%
Median -1,44% -1,38% -0,11% -0,93% -0,32% -0,11% 0,75% 0,48% 0,59% 0,40%

P-value
One Sample T-test 0,0318 0,0031 0,7663 0,0817 0,5031 0,3182 0,3897 0,0287 0,0650 0,0365
Wilcoxon Signed Rank Test 0,0606 0,0030 0,8967 0,1091 0,5945 0,4748 0,2754 0,0894 0,0828 0,0667

Above industry median (%) 43,33% 27,03% 47,83% 38,00% 45,61% 43,86% 55,93% 55,77% 57,69% 58,00%

Unrelated
Observations 32 43 47 59 66 58 63 64 64 56
Average -0,72% -0,86% -0,03% 0,09% 0,20% 0,18% 0,43% 0,61% 0,33% 0,61%
Median -0,54% -0,37% 0,12% 0,08% 0,17% 0,19% 0,27% 0,09% 0,35% 0,48%

P-value
One Sample T-test 0,2728 0,0764 0,9623 0,8393 0,6071 0,5936 0,4198 0,2119 0,5757 0,1985
Wilcoxon Signed Rank Test 0,2539 0,1761 0,9958 0,9789 0,6780 0,4763 0,5177 0,4888 0,4478 0,1323

Above industry median (%) 40,63% 46,51% 51,06% 52,54% 54,55% 48,48% 53,97% 51,56% 54,69% 57,14%

Pre-merger Post-merger Pre-merger Post-merger
Observations 55 55 0,1023 0,0358 66 66 0,0707 0,1074
Average -0,29% 0,51% -0,19% 0,61%
Median -0,32% 0,31% -0,33% 0,32%
Standard Deviation 0,0279 0,0265 0,0279 0,0297

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.21 

In the pre-merger period, the ‘Related’ samples show significantly negative numbers for the first 

two years. The fraction of firms that performs above the industry median is 43.33% for the first year 

and only 27.03% for the second year. For the three remaining years, the performance of the 

combined firms are insignificantly different from the industry benchmark. Year two before the deal 

does show significant results, but this is however only true for the one sample t-test under the 10% 

significance level. In the first two years in the post-merger period, the merged firms still perform in 

line with their industry peers. It is not until the third year any improvement can be seen, which then 

is consistent in the two following years of the period. For these three years, the adjusted cash flow 

return is significantly positive indicating that the merged firms perform better than the industry 



	

	 81 

benchmark. For the post-merger period, it is only year one that has a fraction below 50% of firms 

that outperforms their peers. This can be compared to the pre-merger period, where the fraction was 

below 50% for all five years. It is possible to see a pattern in the performance of the ‘Related’ 

sample. The first two years of the pre-merger period, the combined firms perform significantly 

lower than the benchmark. Thereafter, the performance slightly improves and the firms perform in 

line with the industry benchmark three years before and also two years after the deal. Then, for the 

three last years of the post-merger period, the performance improves further and the merged firms 

outperform the industry benchmark. This pattern is also confirmed by comparing the overall 

performance of the pre- and post-merger periods. The average increases from -0.29% to 0.51%, and 

the median goes from -0.32% to 0.31%. This increase in performance is only significant for the 

Wilcoxon signed rank test. The paired t-test shows a p-value of 0.1023, just above the 10% 

significance level. These results can be seen as a weak indication of an improved performance after 

the transaction took place.  

For the ‘Unrelated’ sample, the trend is not that clear as for the ‘Related’ sample. During the pre-

merger period, the first three years shows negative values while the last two shows positive. 

However, none of the years are significant indicating that the combined entities perform in line with 

the industry benchmark for the whole period. The fourth year before the deal illustrates that the one 

sample t-test actually shows a p-value of 0.0764 meaning that the adjusted cash flow return is 

significantly lower than the industry medians. Since this is only true under the 10% significance 

level and the Wilcoxon signed rank test shows insignificant results, the result should not be 

emphasized too much. The same pattern can be seen for the post-merger period, where all five years 

shows insignificant results. These findings suggest that both the combined firms and the merged 

firms perform in line with the industry benchmark. However, the overall performance in the post-

merger period is actually significantly higher than for the pre-merger period. The average increases 

from -0.19% to 0.61%, and the median from -0.33% to 0.32%. This increase in performance is 

significant for the paired t-test under the 10% significance level, while the Wilcoxon signed rank 

test shows an insignificant result. Just as for the ‘Scandinavian’ sample, this gives a weak indication 

of improvement in cash flow after the merger.   
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4.3.2 Cash Flow / Total Asset 
Cash Flow / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5
Observations 69 90 95 123 123 123 121 121 117 113
Average -0,27% -0,20% 1,66% 1,16% 1,30% 0,68% 0,90% 0,70% 0,77% 1,42%
Median 0,77% 0,16% 2,04% 2,35% 0,89% 0,30% 1,22% 0,42% 0,95% 1,50%

P-value
One Sample T-test 0,7543 0,7552 0,0057 0,1359 0,0094 0,2156 0,1141 0,1750 0,1416 0,0087
Wilcoxon Signed Rank Test 0,9428 0,7999 0,0010 0,0565 0,0107 0,2897 0,1195 0,1880 0,1147 0,0121

Above industry median (%) 53,62% 51,11% 66,32% 61,00% 57,38% 52,03% 57,50% 55,37% 58,12% 61,95%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 122 122
Average 0,83% 0,62%
Median 1,42% 0,68%

Paired Two Sample T-test 0,6894
Wilcoxon Signed Rank Test 0,5364 	

Table 4.22 

In table 4.22, the cash flow is scaled by the total assets instead of the market value of assets. The 

table shows that the return is insignificant for the first two years in the pre-merger period. The 

average and median is around zero, and the fraction of firms performing above industry median is 

53.62% and 51.11% respectively. The three following years show an increase in the industry-

adjusted return. All three years are significantly higher than the industry benchmark, indicating that 

the combined firms perform better than their industry peers. The table also shows that the fraction 

of firms performing better than the industry benchmark has increased to around 60% for these 

years. In the post-merger period, the performance for the first four years has decreased and is 

insignificant. This indicates that the merged firms no longer perform better than the industry 

median; instead it performs in line with their peers. It is not until the fifth year they perform 

significantly better than the industry benchmark again. These findings suggest that the combined 

firms do perform better than the industry for three out of five years, but after the merger it takes 

about five years until it reaches this level again. The fraction of firms that outperforms the industry 

benchmark starts at 52.03% in the post-merger period. It can be seen that besides a drop in year 

three, the fraction is steadily increasing during the period. This also indicates that it takes a few 

years before the potential synergies are realized for the merged firms. Overall, there is no 

significant difference between the pre- and post-merger performance. The average decreases from 

0.83% to 0.62%, while the median decreases from 1.42% to 0.68%. These results suggest that a 

merger does not affect the performance of the firms.    
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Cash Flow / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 39 52 61 78 76 76 74 75 73 69
Average -2,86% -2,15% -0,60% 0,07% 0,42% -0,17% -0,12% -0,87% 0,12% 0,17%
Median -1,15% -2,32% 0,51% 0,12% 0,19% -0,63% -0,21% -0,91% -0,19% 0,74%

P-value
One Sample T-test 0,0616 0,0151 0,5848 0,9451 0,5092 0,8165 0,8667 0,2324 0,8683 0,8237
Wilcoxon Signed Rank Test 0,1347 0,0225 0,9028 0,7499 0,4927 0,6844 0,8929 0,1199 0,9168 0,6756

Above industry median (%) 43,59% 42,31% 52,46% 53,85% 52,63% 47,37% 48,65% 38,67% 47,95% 55,07%

World
Observations 33 37 40 43 46 46 46 46 43 44
Average 0,80% 1,06% 3,07% 3,15% 2,74% 1,25% 2,55% 2,59% 2,28% 1,85%
Median 1,79% 1,02% 2,52% 2,86% 2,50% 1,09% 2,18% 1,53% 2,08% 2,13%

P-value
One Sample T-test 0,4921 0,2136 0,0000 0,0012 0,0004 0,0659 0,0059 0,0000 0,0004 0,0105
Wilcoxon Signed Rank Test 0,3862 0,1249 0,0000 0,0012 0,0008 0,0678 0,0053 0,0000 0,0006 0,0067

Above industry median (%) 60,61% 59,46% 80,00% 74,42% 65,22% 54,35% 71,74% 80,43% 76,74% 68,18%

Pre-merger Post-merger Pre-merger Post-merger
Observations 76 76 0,9464 0,9897 46 46 0,5762 0,3233
Average -0,32% -0,36% 2,73% 2,25%
Median -0,14% -0,80% 2,69% 1,93%
Standard Deviation 0,0574 0,0542 0,0553 0,0379

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.23 

In the table above, the results are separated into the two sub-samples ‘Scandinavian’ and ‘World’. 

The ‘Scandinavian’ sample shows that the first two years shows a significant negative return. The 

first year is only significant for the one sample t-test under the 10% significance level. The 

remaining three years are insignificant, suggesting that the combined firm performs in line with the 

industry benchmark. In the post-merger period, the return is insignificant for all years. In the third 

year after the transaction, the fraction of firms that underperforms the industry median is only 

38.67%, and the average and median is -0.87% and -0.91%. But even though the fraction is so low, 

the negative returns cannot be statistically proven. It is only for the fifth year the fraction is above 

50%, but the return is still insignificant. The results suggest that the merged firms perform as good 

as the industry peers. For the ‘Scandinavian’ sample, there is no significant difference between the 

two periods. The average for the pre-merger period is -0.32% and decreases slightly to -0.36%, and 

the median decreases from -0.14% to -0.80%. However, this decrease is too small to show any 

significant differences between the periods. For the ‘World’ sample, the pattern is different. First, it 

can be seen that in the pre-merger period the combined firms do outperform the industry benchmark 

for three out of five years. It is only the first two years in the period that shows insignificant results. 

In year three prior to the deal, the fraction of firm outperforming the industry median is as high as 

80.00%. This trend is maintained during the post-merger period as well. All years reports 

significantly positive returns, and the fraction goes as high as 80.43% for the third year. These 

findings suggest that even the merged firms keeps outperform the industry benchmark. But any 
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significant improvement in the overall performance in the post-merger period cannot be seen. Table 

4.23 shows that the average is actually decreasing from 2,73% to 2,25%, and the median from 

2,69% to 1,93%, but the drop in performance is to small to be statistically proven.  

Cash Flow / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 31 41 48 58 57 54 58 51 55 51
Average -1,90% -1,53% 1,03% 0,31% 0,85% -0,35% 1,00% 1,02% 0,99% 0,92%
Median -0,80% -1,59% 1,44% 1,19% 0,02% -0,63% 1,33% 0,45% 1,11% 1,48%

P-value
One Sample T-test 0,1197 0,0744 0,2798 0,8008 0,2333 0,4883 0,2410 0,0590 0,1142 0,1189
Wilcoxon Signed Rank Test 0,1954 0,1146 0,1184 0,5255 0,2870 0,3892 0,1779 0,0980 0,0980 0,1529

Above industry median (%) 48,39% 39,02% 58,33% 56,90% 50,88% 42,11% 60,34% 60,78% 61,82% 58,82%

Unrelated
Observations 36 48 48 65 66 67 66 66 66 61
Average 1,09% 1,27% 1,91% 1,91% 1,92% 1,66% 0,81% 0,70% 1,47% 1,44%
Median 1,51% 1,36% 2,62% 2,80% 1,51% 1,42% 1,10% 0,16% 1,36% 1,50%

P-value
One Sample T-test 0,3060 0,1625 0,0181 0,0548 0,0091 0,0633 0,2955 0,3524 0,1126 0,0867
Wilcoxon Signed Rank Test 0,1920 0,2148 0,0074 0,0428 0,0079 0,0649 0,3695 0,4642 0,1785 0,0954

Above industry median (%) 58,33% 62,50% 72,92% 64,62% 63,64% 59,09% 54,84% 52,31% 57,14% 63,33%

Pre-merger Post-merger Pre-merger Post-merger
Observations 55 55 0,9272 0,5889 67 67 0,6459 0,7619
Average 0,66% 0,58% 0,98% 0,65%
Median 1,43% 0,69% 1,39% 0,16%
Standard Deviation 0,0579 0,0390 0,0590 0,0580

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	
Table 4.24 

Table 4.24 reports the results for the two sub-samples ‘Related’ and ‘Unrelated’. In the pre-merger 

period, it is only the two first years that shows a negative cash flow return. But out of these years, 

only the second shows any significant results. The average and median for this year is -1.53% and -

1.59% respectively, and is significantly negative according to the one sample t-test. Since this is 

only true for one of the test and under the 10% significance level, the result should not be 

emphasized too much. However, the fraction of firms that actually do perform above the industry 

median is only 39.02% and that is the lowest fraction reported in the pre-merger period. The 

remaining four years shows insignificant result. In the post-merger period, the first year reports an 

insignificantly negative number and a fraction of outperforming firms of 42.11%. In the two 

following years, the average and fraction is increasing, and by the third year the adjusted cash flow 

is significantly positive. This indicates that three years after the deal, the merged firms outperform 

the industry benchmark. In the fourth year, the average has decreased while the median has 

increased, but the statistical tests shows mixed results. Only the Wilcoxon signed rank test shows 

any significantly difference from zero, and this is only true under the 10% significance level. By the 

fifth year, both tests show insignificantly positive cash flow returns. It can be seen that in the pre-
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merger period, the combined firms either underperformed or performed in line with the industry 

benchmark. In the post-merger years, one could see some indication of improvements. The reported 

cash flow returns were actually significantly positive for one year, and insignificant the other four 

years. By comparing the overall performance in the post-merger period with the pre-merger period, 

it is not possible to see any significant difference. This indicates that the cash flow return is 

unaffected by the merger.   

For the ‘Unrelated’ sample, the pre-merger period showed different results. All five years reports 

positive returns, and the fraction of firms performing better the industry median is above 50% for 

all years. It reaches as high as 72.92% in the third year. The first two years in the period reports 

insignificant numbers, indicating that the combined firms perform in line with the industry 

benchmark. In the following three years leading up to the merger, the returns are significantly 

positive. This illustrates that the trend is maintained in the first year after the deal took place, where 

the cash flow return is still significantly positive. However, in the two following years, both the 

fraction of firms performing above industry median and the average and median is strictly 

decreasing. Both years shows an insignificant return, indicating that the merged firm performs in 

line with the industry benchmark. Even though the fourth year also is insignificant, it still shows 

that the performance has improved slightly. And by the last year of the period, the average and 

median has increased enough to show significantly positive returns again. These findings suggest 

that the performance worsen from the first year to the third year after the deal. Hereafter, the trend 

is shifting upwards and by the last year an improvement can be seen in the performance. It is 

interesting to see that in the pre-merger period, the fraction of firms performing better than the 

industry benchmark was higher than 60% for four out of five years, whilst in the post-merger period 

it was only the fifth year that reported a fraction above 60%. The comparison of the post-merger 

period with the pre-merger period shows that a slight decrease in the overall performance. Despite 

this decrease in both average and median, the drop is not large enough to be significant. Therefore, 

it cannot be claimed that the merger has affected the cash flow returns for the ‘Unrelated’ sample.   
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4.3.3 Capital Expenditure / Total Assets 
CAPEX / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5
Observation 76 83 95 106 111 120 121 116 104 103
Average -0,92% -0,77% -0,55% -0,30% -0,61% -0,44% 0,04% -0,17% 0,12% -0,07%
Median -1,28% -0,94% -0,66% -0,39% -0,85% -0,48% -0,32% -0,34% -0,11% -0,18%

P-value
One Sample T-test 0,0024 0,0019 0,0356 0,2563 0,0231 0,0528 0,8815 0,3160 0,4776 0,6588
Wilcoxon Signed Rank Test 0,0036 0,0014 0,0062 0,0836 0,0057 0,0256 0,2960 0,2056 0,9289 0,5244

Above industry median (%) 38,16% 32,53% 35,79% 44,34% 38,74% 40,83% 38,84% 43,97% 46,15% 44,66%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observation 118 118
Average -0,43% -0,10%
Median -0,64% -0,31%
Standard Deviation 0,0227 0,0181

Paired Two Sample T-test 0,0541
Wilcoxon Signed Rank Test 0,0029 	

Table 4.25 

Table 4.25 reports the industry-adjusted capital expenditure for the full sample. The pre-merger 

period shows that the combined firms spend significantly less on capital expenditure as a ratio of 

their total assets than the industry benchmark. This can be statistically proven for all years under the 

5% significance level, except two years before the merger. That year, the negative ratio can only be 

proven under the 10% significance level for the Wilcoxon signed rank test. However, the pattern for 

the full period is clear. The fraction of firms that has a higher ratio than the industry benchmark also 

provides the same pattern. It lies under 40% for four out of five years, and for the remaining year 

the fraction is 44.34%. In the post-merger period, the pattern has changed. The year immediately 

after the deal shows the same as the pre-merger period with a significant negative ratio. But the 

following four years shows an insignificant ratio. These findings suggest that the merged firms tend 

to spend more on investments in relation to their assets, compared to the industry, than during the 

pre-merger period. In the post-merger period they have a ratio in line with their industry peers. 

When comparing the post-merger period with the pre-merger period, this pattern can be confirmed. 

The ratio goes from an average of -0.43% to -0.10%, and the median from -0.64% to -0.31%. The 

increase in the ratio can be statistically proven under the 1% significance level for the Wilcoxon 

test, but only under the 10% level for the paired t-test. This indicates that the merged firms have a 

higher capital expenditure ratio than the combined firms after adjusting for the industry benchmark.  
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CAPEX / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 41 49 57 61 66 71 75 70 60 63
Average -0,59% -0,67% 0,23% -0,04% -0,03% -0,51% -0,35% -0,32% -0,12% -0,13%
Median -1,06% -0,94% -0,62% -0,21% -0,57% -0,59% -0,80% -0,35% -0,48% -0,21%

P-value
One Sample T-test 0,2155 0,1340 0,5902 0,9202 0,9406 0,0932 0,2909 0,1359 0,5689 0,4291
Wilcoxon Signed Rank Test 0,1594 0,0639 0,5945 0,5133 0,3221 0,0362 0,0498 0,0535 0,1913 0,4291

Above industry median (%) 36,59% 34,69% 42,11% 47,54% 42,42% 40,91% 32,00% 41,43% 38,33% 41,27%

World
Observations 36 37 41 44 48 49 45 45 43 40
Average -1,08% -0,69% -0,67% -0,77% -0,82% -0,33% 0,21% 0,17% 0,32% 0,00%
Median -1,41% -0,88% -0,64% -0,70% -0,90% -0,36% -0,09% -0,32% 0,20% 0,04%

P-value
One Sample T-test 0,0072 0,0178 0,0501 0,0195 0,0421 0,3297 0,4675 0,5189 0,1961 0,9782
Wilcoxon Signed Rank Test 0,0105 0,0173 0,0337 0,0229 0,0254 0,2917 0,8744 0,4911 0,2640 1,0000

Above industry median (%) 41,67% 32,43% 34,14% 38,64% 37,50% 45,83% 46,67% 48,89% 55,81% 50,00%

Pre-merger Post-merger Pre-merger Post-merger
Observations 69 69 0,9874 0,4093 49 49 0,0009 0,0002
Average -0,36% -0,36% -0,54% 0,26%
Median -0,62% -0,61% -0,84% 0,15%
Standard Deviation 0,0249 0,0180 0,0195 0,0178

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.26 

By separating the sample into the two sub-samples ‘Scandinavian’ and ‘World’, some interesting 

results can be found. The ‘Scandinavian’ sample shows that the ratio is mostly negative during the 

pre-merger period. However, it is only for one year this negative ratio can be statistically proven. 

Four years before the merger, the median ratio is -0.94%, which is significant lower than the 

industry benchmark. However, this can only be statistically proven under the 10% significance level 

and for the Wilcoxon signed rank test. This year also reports the lowest fraction of firm with higher 

ratio than the industry benchmark, 34.69%. The overall pattern suggests that the combined firms 

have a capital expenditure ratio in level with the industry benchmark during the pre-merger period. 

The post-merger period gives roughly the same results. The first year after the deal, the ratio has 

decreased and reports a significantly negative ratio. The next two years can only be statistically 

proven to be negative by one of the test. The Wilcoxon signed rank test reports a significant 

difference from zero for these years, while the one sample t-test does not. The last two years show 

an insignificant ratio. This pattern can be confirmed by comparing the pre- with the post-merger 

period. For the ‘Scandinavian’ sample, any difference in the ratio cannot be proved. It shows that 

the average has the same level before and after the merger. The median is increasing from -0.62% 

to -0.61%. These very small movements in the capital expenditure ratio cannot obviously be 

statistically proved, indicating that the ratio of new investments is maintained at the same level even 

after the merger.  
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The ‘World’ sample shows a completely different pattern. During the pre-merger years, the ratio of 

the combined firm is significantly lower than the industry benchmark. The fraction of firms with a 

ratio higher than the industry benchmark lies below 40% for all years except the first year in the 

period. However, in the post-merger period the ratio has changed. None of the years shows any 

significant difference from zero, indicating that the merged firm has a capital expenditure ratio in 

the same level as their peers. Now it is even possible to see that the fraction of firms that has a 

positive ratio has reached above 50%. When compared, the pre- and post-merger periods show that 

the merger actually has affected the ratio. The average and median for the pre-merger period are -

0.54% and -0.84%. In the post-merger period, these numbers have increased to 0.26% and 0.15% 

respectively. This increase in the capital expenditure ratio can be statistically proven by both tests 

under the 1% level. These findings indicate that the merger of a Scandinavian and an international 

firm results in a higher capital expenditure ratio, while there is no difference in the ratio when two 

Scandinavian firm merge.  

CAPEX / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 37 40 47 51 52 57 53 54 50 51
Average -0,58% -0,52% -0,48% -0,32% -0,43% -1,02% 0,15% -0,03% 0,32% 0,17%
Median -0,60% -0,80% -1,25% -0,65% -0,80% -1,07% -0,20% -0,17% 0,42% -0,04%

P-value
One Sample T-test 0,1174 0,1371 0,2674 0,4497 0,3591 0,0022 0,7005 0,9107 0,2113 0,5329
Wilcoxon Signed Rank Test 0,1448 0,1119 0,1192 0,1816 0,0984 0,0033 0,7567 0,6297 0,3745 0,6904

Above industry median (%) 43,24% 35,00% 38,30% 41,18% 40,38% 40,38% 43,39% 48,15% 60,00% 47,06%

Unrelated
Observations 39 44 49 55 61 63 66 62 54 53
Average -1,23% -1,14% -0,45% -0,29% -0,48% 0,09% -0,24% -0,10% -0,07% -0,19%
Median -1,59% -0,98% -0,62% -0,21% -0,84% -0,22% -0,38% -0,35% -0,26% -0,25%

P-value
One Sample T-test 0,0095 0,0026 0,1669 0,3972 0,1677 0,7556 0,3740 0,6499 0,7608 0,4161
Wilcoxon Signed Rank Test 0,0062 0,0016 0,0531 0,2742 0,0901 0,7974 0,1176 0,3658 0,1579 0,2685

Above industry median (%) 33,33% 29,55% 34,69% 47,27% 39,34% 45,90% 33,33% 41,94% 33,33% 43,40%

Pre-merger Post-merger Pre-merger Post-merger
Observations 54 54 0,6152 0,1792 64 64 0,0220 0,0035
Average -0,44% -0,30% -0,43% 0,06%
Median -0,80% -0,54% -0,57% -0,28%
Standard Deviation 0,0241 0,0179 0,0217 0,0183

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.27 

In the table above, the results for the two sub-samples ‘Related’ and ‘Unrelated’ are shown. The 

‘Related’ sample shows that the industry-adjusted ratio of capital expenditure is negative for all five 

years. However, any clear significance cannot be seen. It is only the year prior to the deal that 

shows a significantly negative ratio. The results should not be emphasized too much as it is only the 

Wilcoxon signed rank test that shows significantly difference under the 10% level. The other four 
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years report insignificant results. It is worth noticing that the fraction of firms performing better 

than the industry median is below 50% for all five years, and the highest reported fraction is 

43.24%. The overall indication in the pre-merger period shows that the combined firms have a 

capital expenditure ratio in level with their industry peers. The post-merger period shows an effect 

immediately after the deal. In the first year after the deal, the average and median are -1.02% and -

1.07%, which are significantly negative according to both tests. Thereafter, the ratio increases again 

and the four remaining years in the period shows an insignificant ratio. It is interesting to see that 

the fraction of firms with a ratio above the industry median is 60.00% for the fourth year in the 

period. This is the only year in both periods where the fraction is above 50%. However, the fraction 

is not high enough to be statistically proven to be positive. It is not possible to see an effect of the 

merger by comparing the pre- and post-merger ratios. The overall average has increased from -

0.44% to -0.30% and the overall median from -0.80% to -0.54%. This increase in capital 

expenditure ratio cannot be statistically proven by any of the tests that are performed.   

For the ‘Unrelated’ sample, the pre-merger period shows some significant results. The first two 

years of the period has significantly negative ratios. The fraction of firms with a ratio higher than 

the industry median is as low as 29.55% for the second year in the pre-merger period. By the third 

year in the period, the ratios are still significant negative but only for the Wilcoxon signed rank test. 

Two years prior to the deal shows insignificant ratios, and the year prior the deal shows 

significantly negative ratios according to the Wilcoxon singed rank test. The post-merger period 

shows insignificant ratios for all five years. The fraction of firms with ratios higher than the 

industry medians varies from 33.33% to 45.90%, i.e., it is below 50% for all years. It was possible 

to see that the combined firms had a ratio that was significantly negative for some of the years in 

the pre-merger period, while the merged firm showed insignificant ratios for all years in the post-

merger period. This indicates a slight increase in the ratio in the post-merger period. The average 

and median increases from -0.43% and -0.57% to 0.06% and -0.28% respectively. Both tests show a 

significant increase under the 5% level, indicating that there is an increase in capital expenditure 

ratio for the unrelated mergers.   
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4.3.4 Working Capital / Total Assets 
Working Capital / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5
Observations 81 95 100 116 120 135 128 125 122 116
Average 1,75% 2,92% -2,46% -1,67% 0,67% -3,07% -3,91% -2,45% -2,77% -1,73%
Median -0,50% -2,01% -3,25% -4,22% -1,07% -4,71% -5,94% -4,65% -4,01% -3,72%

P-value
One Sample T-test 0,3291 0,1536 0,0841 0,3350 0,6726 0,0449 0,0176 0,1425 0,0815 0,3153
Wilcoxon Signed Rank Test 0,6144 0,4216 0,0251 0,0998 0,8638 0,0138 0,0088 0,0553 0,0287 0,1266

Above industry median (%) 48,15% 46,32% 33,00% 38,79% 46,67% 37,78% 39,06% 40,00% 39,34% 37,07%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 120 120
Average 0,17% -2,33%
Median -2,65% -5,40%
Standard Deviation 0,1709 0,1791

Paired Two Sample T-test 0,0627
Wilcoxon Signed Rank Test 0,0456 	

Table 4.28 

The ratio of the working capital to the total assets for the full sample is reported in the table above. 

The results for the pre-merger period is a bit mixed, they are both positive and negative. But it is 

only for the third year before the deal that any significant difference can be found. For this year, the 

average and median are -2.46% and -3.25% respectively. Also, the fraction of firms with higher 

ratio than the industry benchmark is only 33%. This negative ratio is statistically proven by both 

tests. However, the one-sample t-test only holds under the 10% significance level. Two years prior 

the deal also shows a weak significantly negative ratio. The median for this year is -4.22%, and is 

significantly lower than zero according to the Wilcoxon signed rank test. It is worth to notice that 

this is only true under the 10% significance level, and too much importance should not be put into 

this result. In the post-merger period, more significantly negative results can be found. Year one, 

two, and four after the deal report ratios that are significantly lower than zero. Year three is only 

statistically proven by the Wilcoxon signed rank test, and year five is insignificant. This means that 

for three out of five years, the ratios of the merged firms are lower than for the industry benchmark. 

By comparing the post-merger period with the pre-merger period, it shows that there is a significant 

difference between the two periods. The average decreases from 0.17% to -2.33% and the median 

decreases from -2.65% to -5.40%. The overall decrease between the periods is statistically proven 

by both tests. These findings suggest that the ratio of working capital actually decreases for the 

merged firm compared to the two entities combined.  
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Working Capital / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 41 52 58 67 70 84 80 78 75 6
Average -2,66% 2,40% -3,02% -3,61% 0,03% -4,50% -4,03% -3,12% -3,69% -2,03%
Median -4,70% -1,64% -3,48% -3,55% -2,52% -5,43% -5,80% -4,68% -4,19% -4,00%

P-value
One Sample T-test 0,2046 0,3685 0,0849 0,1058 0,9878 0,0176 0,0564 0,1610 0,0700 0,3505
Wilcoxon Signed Rank Test 0,1176 0,7672 0,0248 0,0396 0,7211 0,0134 0,0427 0,1002 0,0387 0,2114

Above industry median (%) 36,58% 44,23% 31,03% 34,33% 45,71% 45,71% 40,00% 39,74% 38,67% 37,68%

World
Observations 38 43 46 48 48 51 48 46 47 47
Average 5,33% 3,56% 2,66% 0,03% -0,09% -0,71% -3,71% -2,39% -1,30% -1,29%
Median 3,36% -2,47% -0,90% -1,79% -1,04% -3,80% -6,86% -4,49% -2,65% -2,14%

P-value
One Sample T-test 0,0733 0,2703 0,3836 0,9895 0,9677 0,7837 0,1639 0,3116 0,6144 0,6514
Wilcoxon Signed Rank Test 0,1181 0,4399 0,9482 0,6657 0,7411 0,4175 0,0877 0,2090 0,3022 0,3769

Above industry median (%) 57,89% 48,84% 41,30% 43,75% 45,83% 39,58% 37,50% 39,13% 40,43% 36,17%

Pre-merger Post-merger Pre-merger Post-merger
Observations 70 70 0,2034 0,1114 50 50 0,1459 0,3017
Average -0,76% -3,26% 1,48% -1,04%
Median -2,89% -4,57% -1,96% -6,98%
Standard Deviation 0,1643 0,1798 0,1806 0,1791

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.29 

In the table above, the results are separated into the two sub-samples ‘Scandinavian’ and ‘World’. 

The ‘Scandinavian’ sample reports mostly negative numbers in the pre-merger period. However, it 

is only year three and two prior to the deal that shows significant numbers. For the third year before 

the deal, the average and median are -3.02% and -3.48% respectively, which are statistically proven 

to be negative by both tests. For the one sample t-test the result is only true under the 10% 

significance level, while the Wilcoxon signed rank test reports results that are true under the 5% 

significance level. The fraction of firms that has higher ratio than the industry benchmark for this 

year is only 31.03%. In the post-merger period, all reported numbers are negative. The first two 

years after the deal took place can be statistically proven to be negative. Also, the fourth year shows 

significant lower ratio than the industry benchmark. Year three and five shows insignificant results. 

In the table above, the post-merger period is compared to the pre-merger period for the two sub-

samples. The ‘Scandinavian’ sample shows a clear drop in the average and median. However, this 

decrease in the ratio is not large enough to be significant. Therefore, it cannot be stated that there is 

any difference in the ratio before and after the deal for the ‘Scandinavian’ samples. 

For the ‘World’ sample, the pattern is a bit different. The first year in the pre-merger period shows a 

significantly positive ratio, but only for the one sample t-test under the 10% significance level. For 

this year, the fraction of firms with a higher ratio than the industry is 57.89%. It is only year thus far 

that has reported a fraction above 50%. The remaining four years in the pre-merger periods show 
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insignificant results, indicating that they have a ratio similar to the industry benchmark. In the post-

merger period, all years report negative numbers. Even so, any significance cannot be found except 

for the second year after the deal. For this year, the average is -3.71% and the median is -6.86%, but 

the negative numbers can only be statistically proved by the Wilcoxon signed rank test under the 

10% significance level. The other four years are insignificantly different from the industry 

benchmark. The post-merger period shows that both the average and median experience a drop in 

ratios. But this cannot be proven by any of the tests, indicating that the ratios are maintained at 

roughly the same level.  

Working Capital / Total Assets -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 38 44 49 53 57 64 58 56 55 53
Average 1,64% 0,70% -3,23% -6,45% -1,01% -5,64% -5,49% -5,40% -6,89% -4,89%
Median -1,94% -2,82% -4,59% -10,26% -4,66% -7,57% -6,94% -5,68% -6,52% -6,32%

P-value
One Sample T-test 0,5737 0,8156 0,1629 0,0082 0,6644 0,0100 0,0085 0,0161 0,0018 0,0529
Wilcoxon Signed Rank Test 0,6880 0,9954 0,0799 0,0036 0,2834 0,0063 0,0047 0,0113 0,0026 0,0344

Above industry median (%) 44,74% 43,18% 34,69% 28,30% 40,35% 33,33% 32,76% 32,14% 32,37% 30,19%

Unrelated
Observations 43 51 53 58 61 70 69 69 67 63
Average 1,84% 4,85% -0,08% 0,49% 2,33% -1,55% -3,08% -0,02% 0,61% 0,93%
Median 1,23% -1,22% -2,21% -1,96% 0,77% -1,90% -5,65% -2,01% -1,90% -2,08%

P-value
One Sample T-test 0,4082 0,0883 0,9694 0,8042 0,2504 0,4781 0,2133 0,9926 0,7841 0,6926
Wilcoxon Signed Rank Test 0,7514 0,2470 0,4518 0,9321 0,3731 0,3170 0,1785 0,7650 0,7715 0,8186

Above industry median (%) 51,16% 49,02% 33,96% 44,83% 52,46% 50,82% 43,48% 46,38% 44,78% 42,86%

Pre-merger Post-merger Pre-merger Post-merger
Observations 57 57 0,1461 0,1103 63 63 0,2359 0,1875
Average -1,77% -4,51% 1,93% -0,37%
Median -4,59% -6,94% -0,31% -3,19%
Standard Deviation 0,1714 0,1716 0,1699 0,1848

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.30 

The results for the working capital ratio, separated into ‘Related’ and ‘Unrelated’, are presented 

above. For the ‘Related’ sample, the pre-merger period shows both significant and insignificant 

results. The first two years in the period reports an insignificant ratio, indicating a ratio in level with 

the industry benchmark. In the two following years, the ratio falls for the combined firms and 

reports significantly negative ratios. The fraction of firms with a ratio above industry medians is 

34.69% and 28.30% respectively for the two years. It is worth noticing that for year three before the 

deal, the ratio is only significantly negative according to the Wilcoxon signed rank test under the 

10% significance level. In the year prior to the deal, the ratio has increased slightly and is 

insignificant again. In the post-merger period, a clear effect can be spotted. From the first year after 

the deal until the last year in the period, the ratio is significantly negative. The fraction of firms with 
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a ratio higher than the industry-medians is never higher than 33.33% in the post-merger period, 

compared to 44.74% in the pre-merger period. However, this decrease in ratio is not confirmed 

when comparing the overall ratios between the pre- and post-merger periods. The average decreases 

from -1.77% to -4.51% in the post-merger period, and the median decreases from -4,59% to -

6,94%. As shown in the table, both tests report a p-value just above 0.10. Therefore, it is not 

possible to see any significant effect on the working capital ratio after the merger.   

The ‘Unrelated’ sample shows that the ratio during the pre-merger period is closer to the industry 

benchmark than for the ‘Related’ sample. All five years reports insignificant results, indicating that 

the combined firms have a ratio in level with their industry peers. This can further be seen by the 

fraction of firm that has a ratio above industry median that lies just over or under 50% four out of 

five years. This can be compared to the ‘Related’ sample, where none of the years in the pre-merger 

period reported a fraction above 50%. This insignificant trend that can be seen in the pre-merger 

period, is maintained in the post-merger period. All five years reports insignificant ratios, indicating 

that the ratio is in the same level as their industry peers. The first year after the deal has a fraction of 

outperforming firms of 50.82%, and this is the only year in the post-merger period that has a 

fraction above 50%. It is hard to see any clear trend in the working capital ratio for the ‘Unrelated’ 

sample. But, when comparing the pre- and post-merger periods it is possible to see a difference. In 

the pre-merger year, the average and median is 1.93% and -0.31% respectively. These numbers has 

decreased to -0.37% and -3.19% respectively in the post-merger period. This drop can however not 

be statistically proved by any of the tests. 

The results showed that the overall working capital ratio was significantly decreasing for the full 

sample. But after separating the samples into the different sub-samples, this could no longer be 

statistically proven. All of the samples showed a clear drop in the ratio, but it was not large enough 

to be significant. 
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4.3.5 Tobin’s Q 
Tobin's Q -5 -4 -3 -2 -1 1 2 3 4 5
Observations 66 83 107 119 121 123 120 123 115 111
Average 0,0807 0,1232 0,2011 0,2520 0,3056 0,0174 -0,0170 0,0025 -0,0048 0,0122
Median 0,0634 0,1277 0,1129 0,1414 0,1859 -0,0456 -0,0462 -0,0528 -0,0496 -0,0691

P-value
One Sample T-test 0,1692 0,0584 0,0038 0,0000 0,0000 0,6594 0,6573 0,9541 0,9145 0,7998
Wilcoxon Signed Rank Test 0,1580 0,0382 0,0078 0,0002 0,0000 0,8272 0,2812 0,6005 0,4017 0,9824

Above industry median (%) 59,09% 63,86% 61,68% 63,87% 66,12% 45,53% 42,50% 43,90% 39,13% 42,34%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 128 128
Average 0,1708 -0,0313
Median 0,1203 -0,0926
Standard Deviation 0,5608 0,4245

Paired Two Sample T-test 0,0001
Wilcoxon Signed Rank Test 0,0004 	

Table 4.31 

Table 4.31 presents the result of the Tobin’s Q for the full sample. The pre-merger period shows an 

industry-adjusted Tobin’s Q that is significantly higher for four out of the five years. It is only five 

years before the deal that shows an insignificant value. The four significant years also shows a 

fraction of firms that outperform the industry above 60%. However, the results in the post-merger 

period show a completely different pattern. None of the five years in the period reports any 

significant difference to the industry. For two of the years, the adjusted Q is less than zero. But 

since the numbers cannot be statistically proven to be different from the industry, it is assumed that 

the merged firms perform in line with the industry. For all five years, the reported fraction that 

performs better than the industry is less than 50%. It even reaches as low as 39.13% for the fourth 

year. It becomes even more interesting when looking at the post-merger period in comparison with 

the pre-merger period. In the pre-merger period, the industry-adjusted Q has an average of 0.1708 

and median of 0.1203. The numbers has decreased to -0.0313 and -0.0926 respectively during the 

post-merger years. This decrease can be significantly proven under the 1% significance level, which 

indicates a strong proof of impairment after the deal.  
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Tobin's Q -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 40 52 63 74 76 81 77 78 72 69
Average -0,0621 -0,0895 -0,1125 0,0352 0,1305 -0,0463 -0,1137 -0,1583 -0,1559 -0,1244
Median -0,0131 -0,0577 -0,0714 -0,0240 0,0107 -0,0786 -0,1292 -0,1497 -0,1115 -0,1288

P-value
One Sample T-test 0,4054 0,2410 0,0803 0,5780 0,0509 0,3453 0,0198 0,0016 0,0026 0,0401
Wilcoxon Signed Rank Test 0,4125 0,2971 0,0593 0,8462 0,2019 0,1551 0,0046 0,0013 0,0013 0,0348

Above industry median (%) 47,50% 48,08% 39,68% 47,30% 51,32% 43,42% 31,17% 30,77% 26,39% 36,23%

World
Observations 27 31 40 42 45 45 56 44 46 45
Average 0,3631 0,4800 0,6129 0,6073 0,6043 0,2285 0,2474 0,2625 0,3451 0,3173
Median 0,1969 0,3910 0,5633 0,5611 0,4716 0,1374 0,1508 0,1064 0,2119 0,1657

P-value
One Sample T-test 0,0009 0,0000 0,0000 0,0000 0,0000 0,0050 0,0018 0,0004 0,0002 0,0002
Wilcoxon Signed Rank Test 0,0005 0,0000 0,0000 0,0000 0,0000 0,0207 0,0082 0,0024 0,0015 0,0028

Above industry median (%) 77,78% 90,32% 95,00% 92,86% 91,11% 57,78% 65,22% 65,91% 63,04% 55,56%

Pre-merger Post-merger Pre-merger Post-merger
Observations 83 83 0,0824 0,1288 45 45 0,0000 0,0000
Average -0,0266 -0,1358 0,5350 0,1616
Median -0,0621 -0,1292 0,5386 -0,0078
Standard Deviation 0,5117 0,4132 0,4590 0,3981

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.32 

By separating the sample into ‘Scandinavian’ and ‘World’, some interesting patterns show. Starting 

of with the ‘Scandinavian’ sample, the pre-merger period shows a mixed result. The first two years 

shows negative but insignificant numbers, indicating that the combined firm performs in level with 

the industry. Three years before the deal, the industry-adjusted Q has decreased even more and is 

significantly lower than the industry benchmark. By the year immediately before the deal, the Q has 

increased and shows a significantly positive value. Note that this is only true under the 10% 

significance level for the one sample t-test. Table 4.32 shows that the pattern in the pre-merger 

period is mixed but when looking at the post-merger period, the findings differ from the pre-merger 

period. By the year after the deal, the adjusted Q is insignificantly different from the industry. But 

the four following years shows a decrease in Q. All four years report negative values, and they can 

all be significantly proven. The fraction of firms that outperforms the industry goes as low as 

26.39% by year 4. These results mean that the ‘Scandinavian’ sample has gone from combined 

firms that show mixed results to merged firms where they underperform the industry for four out of 

five years. The average and median for the pre-merger period was -0.0266 and -0.0621 for the 

‘Scandinavian’ sample. These have decreased to -0.1358 and -0.1292 respectively. Only the paired 

t-test shows that the drop is significant at a 10% level. 

By changing to the ‘World’ sample instead, it shows that the results are completely different. All 

five years in the pre-merger period shows a significantly higher Tobin’s Q than the industry 
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benchmark. The fraction that lies above the industry median is surprisingly high, where four out of 

the five years reports a fraction above 90%. The combined firms seem to perform way above the 

industry median during the pre-merger period. When looking at the post-merger period, the results 

are similar, but there are some indications of a changed pattern. Just as for the pre-merger period, 

all five years in the post-merger period reports a significant positive industry-adjusted Tobin’s Q. 

This means that the merged firm keeps outperform the industry benchmark. However, looking at 

the fraction of firms that perform better than the industry medians, different results can be seen. 

During the pre-merger period, the four years before the deal reported a fraction of 90.32%, 95.00%, 

92.86%, and 91.11% respectively. These fractions have sharply dropped in the post-merger period 

and the five years reports fractions of 57.78%, 65.22%, 65.91%, 63.04%, and 55.56% respectively. 

This shows that even though the average still outperforms the industry benchmark, the fraction of 

firms that actually does it is much lower after the transaction. The average and median during the 

pre-merger period was 0.5350 and 0.5386 respectively. During the post-merger period, these 

numbers have both decreased. The statistical tests show that the drop is significant, suggesting that 

the performance after the deal is worse than before the deal.  

Tobin's Q -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 32 40 48 58 58 60 55 49 51 51
Average 0,0254 -0,0117 0,1613 0,2231 0,2423 -0,0411 -0,0393 0,0112 -0,0494 -0,0488
Median 0,0048 0,0183 0,0876 0,1523 0,1775 -0,0728 -0,0750 -0,0078 -0,0637 -0,1054

P-value
One Sample T-test 0,6353 0,8991 0,0517 0,0089 0,0010 0,4402 0,3937 0,7869 0,3987 0,5127
Wilcoxon Signed Rank Test 0,8609 0,9735 0,1234 0,0167 0,0030 0,2203 0,1460 0,9287 0,1816 0,2916

Above industry median (%) 50,00% 52,50% 60,42% 63,79% 65,52% 43,10% 38,18% 46,94% 37,25% 31,37%

Unrelated
Observations 37 44 56 61 65 64 65 66 61 62
Average 0,3062 0,2080 0,2086 0,2795 0,4184 0,0960 0,0501 0,0268 0,0169 0,1082
Median 0,1209 0,1993 0,1612 0,1308 0,2103 -0,0051 -0,0132 -0,0883 -0,0496 0,0674

P-value
One Sample T-test 0,0349 0,0322 0,0335 0,0013 0,0000 0,1222 0,4469 0,6806 0,7837 0,1156
Wilcoxon Signed Rank Test 0,0298 0,0182 0,0427 0,0036 0,0001 0,3207 0,9531 0,8983 0,8575 0,2279

Above industry median (%) 70,27% 72,73% 62,50% 63,93% 67,69% 49,23% 47,69% 42,42% 39,34% 53,23%

Pre-merger Post-merger Pre-merger Post-merger
Observations 61 61 0,0056 0,0030 67 67 0,0088 0,0324
Average 0,1370 -0,0633 0,2016 -0,0021
Median 0,1129 -0,1039 0,1567 -0,0845
Standard Deviation 0,5056 0,4085 0,6089 0,4396

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	
Table 4.33 

Table 4.33 shows the two sub-samples ‘Related’ and ‘Unrelated’ and the ‘Related’ sample 

illustrates that the two first years in the pre-merger period report insignificant results. But in the 

three following years, the industry-adjusted Tobin’s Q is significantly positive. This indicates that 
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the combined entities do perform better than the industry median. Note that for year three prior to 

the deal, this is only true for the one sample t-test under the 10% significance level.  The post-

merger period shows a different pattern. All years, besides the average in year three, reports 

negative numbers. Even though none of the years shows any significantly negative numbers, the 

pattern is different from the pre-merger period. One could see that in the years prior to the deal, the 

adjusted Q was significantly positive. But during the whole post-merger period, the numbers are 

insignificant, indicating that the merged firms no longer perform better than the industry 

benchmark. This pattern can also be seen by the fraction of firms that have a Tobin’s Q above the 

industry median. In the pre-merger period, the fraction is above 50% for all years. This has changed 

in the post-merger period, where all years report a fraction that is below 50%. This indicates that 

fewer firms manage to outperform the industry benchmark. For year five, the fraction is as low as 

31.37% compared to 50% that was the lowest reported fraction in the pre-merger period. This 

pattern is also confirmed when comparing the overall performance of the two periods. The 

‘Related’ sample shows that the average and median decrease from 0.1370 and 0.1129 to -0.0633 

and -0.1039 respectively and that these drops in performance are significant for both tests under the 

1% significance level. 

The ‘Unrelated’ sample shows a similar trend that the ‘Related’ sample showed. In the pre-merger 

period, the adjusted Tobin’s Q is significantly positive for all five years, indicating that the 

combined firms do have a significantly higher Q than the industry benchmark. All five years show 

results that are true under the 5% significance level, and the fraction of firms outperforming the 

industry median is above 60% for all years. But as for the ‘Related’ sample, the Q decreases in the 

post-merger period. Instead of outperforming the industry benchmark, the merged firms do perform 

in line with their peers. From year one until year four, both the average and fraction of 

outperforming firms are strictly decreasing. The average goes from 0.0960 to 0.0169 and the 

fraction from 49.23% to 39.34%. But for the last year in the period, it can be seen that the average 

has increased again and the fraction of firms outperforming the industry benchmark has reached 

53.23%. Even though the adjusted Q for year five is not significantly positive, the numbers indicate 

that more firms are able to outperform the industry benchmark than the years before. By comparing 

the pre- and post-merger periods the decrease in performance shows. Here, the average goes from 

0.2016 to -0.0021 and the median from 0.1567 to -0.0845. The reported decrease is significant 

under the 5% significance level and the findings suggest that the adjusted Tobin’s Q actually 

decreases after the deal for both samples. 
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4.3.6 Cross-Sectional Regression – Value Creation 

Cross-Sectional Regression - Value Creation

Adjusted R Observations

CF/Market 0,0068 0,2063 -0,0008 -0,0007 0,0174 121
[0,0888] [0,0265] [0,8770] [0,8984]

CF/Book -0,0024 0,3442 -0,0003 0,0157 0,1942 122
[0,6997] [0,0000] [0,9742] [0,0748]

CAPEX/Total Assets -0,0001 0,5006 -0,0039 0,0073 0,4195 118
[0,9569] [0,0000] [0,1279] [0,0057]

WC/Total Assets -0,0198 0,6773 -0,0167 0,0078 0,4138 120
[0,3250] [0,0000] [0,5100] [0,3859]

Tobin's Q -0,1035 0,1592 -0,0612 0,2123 0,1341 128
[0,0570] [0,0279] [0,3859] [0,0128]

Intercept Pre-merger 
measure Related World

	
Table 4.34 

The cash flow scaled by market value of assets shows a significant interception of 0.68%, indicating 

that the abnormal cash flow return in the post-merger period is increased by 0.68% per year. The 

slope coefficient of 0.2063 is also significant and shows that the cash flow return is persistence over 

time. Both the ‘Related’ and ‘World’ dummy shows negative values, but none of the dummies are 

significant and therefore any differences between the sub-samples cannot be seen. The reported R2 

for the regression is only 0.0174. If the cash flow is scaled by the book value of total asset, the 

abnormal return is no longer significant. The intercept is even negative, -0.24%, but since it is 

insignificant any conclusion cannot be drawn from this. The slope coefficient shows that the 

performance is persistence, and also the ‘World’ dummy shows a significant value. This means that 

any changes in the cash flow return that occurs after a merger is greater for mergers between 

Scandinavian acquirers and international targets. 

The capital expenditure ratio shows a negative but insignificant intercept, indicating that there is no 

clear effect of the merger. Since the slope is significant, persistence in the ratio over time can be 

confirmed. Also the ‘World’ dummy shows significantly positive value, meaning that the merger-

induced effect is grater for the ‘World’ sample than for the ‘Scandinavian’ sample. The R2 is 0.4195 

for the regression, which can be considered as relatively high. Also the ratio of working capital 

shows an insignificantly negative intercept, while the persistence over time is confirmed by the 

significant slope coefficient. The ‘Related’ dummy shows a negative coefficient, and the ‘World’ 

reports a positive coefficient. Since none of them can be statistically proven, any differences 
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between the samples cannot be seen. This regression also reports a relatively high R2 of 0.4138, 

indicating that the model explains 41.38% of the variations around the mean. 

For the Tobin’s Q, big effects can be seen in the regression. First, the intercept is -0.1036 and is 

significantly negative. This indicates that the post-merger Tobin’s Q is -0.1036 lower per year and 

has an effect of the merger. The slope is significant indicating persistence over time. The ‘Related’ 

dummy reports a negative value, which would mean that the negative effect of a merger in the post-

merger years does not affect related mergers to the same extent as it affects unrelated mergers. But 

the coefficient is not negative enough to be considered as significant, and therefore it is not possible 

to see any differences between the two sub-samples. The ‘World’ dummy has a value of 0.2123 and 

is significant. This finding suggests that the negative effect of a merger is even greater when the 

target is an international firm than when the target is a Scandinavian firm.  

4.3.7 Summary Analysis & Discussion – Value Creation 

For the finance theory perspective, the rationale behind a merger can be related to the agency 

theory. This implies that the main goal for the managers of a firm is to maximize the wealth of the 

shareholders. As discussed in the theoretical framework, the theoretical value of a firm and its’ 

components works as a proxy for the shareholders’ value in this thesis. By increasing or decreasing 

the different key components, the managers can affect the wealth of the shareholders. Since the 

theoretical value of a firm is based on the cash flow, it is naturally to examine how the firm’s ability 

to generate cash flow is affected by a merger. 

In this report, the operating cash flow return is scaled by both the market value of asset and the 

book value of asset. If the cash flow truly were increasing significantly, one could expect that both 

measurements would show similar results. Looking at the operating cash flow return scaled by the 

market value of asset for the full sample, it could be seen that in the pre-merger period the return 

was either significantly negative or insignificant. This indicates that the cash flow that was 

generated by the firm was lower than the industry median, which cannot be seen as maximizing the 

wealth for the shareholders. If the shareholders only concern were to maximize their own wealth, 

they would be better off investing in another firm in the same industries as the combined firms since 

they generate more cash flow. However, after the merger the pattern is changed. The return is 

insignificant for the first two years but increases and for the last three years, significantly positive 

returns can be seen. This suggests that the effect of the merger on the cash flow is positive. By 

comparing the pre- and post-merger periods, it is possible to see that the difference between the 
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periods is significant, which confirms that an improvement has occurred. These results were 

supported by the regression, which showed a significantly positive intercept. With the finance 

theory perspective in mind, this finding shows that synergies are realized in form of increased value 

creation for the shareholders. But when looking at the results for the cash flow return scaled by the 

total assets, the pattern is different. First, it shows that the return is significantly positive for three 

out of five years in the pre-merger periods. This indicates that the combined firms do create more 

value than their industry peers. In the post-merger period, the return has decreased and is 

insignificantly different from the industry benchmark. This indicates that the value creation has 

decreased, and it is not until the fifth year that they show a significantly positive return again. By 

going from outperforming the industry in three out of five years to only outperform in one year, 

indicate that the merged firms do create less value than their industry peers. This suggests that 

synergies are not realized when having the finance theory perspective in mind. Also, the overall 

difference between the two periods is insignificant.  

By separating the cash flow scaled by the market value of assets into ‘Scandinavian’ and ‘World’, 

differences from the full sample could not be found. Both samples showed a significant increase 

between the periods, indicating a positive effect on value creation. Looking at the separation 

between the ‘Related’ and ‘Unrelated’, some indications can be seen for the different samples. The 

related mergers goes from underperforming the industry benchmark in the pre-merger period to 

outperform the same for three out of five years in the post-merger period. The increase is significant 

under the 5% level. This suggests that the effect of the value creation for firms in the same industry 

is positive. However, this is only true for the Wilcoxon signed rank test, while the paired t-test 

shows a p-value just above 0.10. For the ‘Unrelated’ sample, the return is insignificantly different 

from the industry benchmark for all ten years in the examined period. Even though the increase 

between the periods is significant, this is only true under the 10% level for the paired t-test. This is 

the weakest form of statistically proof, and is therefore only a weak indication of improvement in 

value creation. The theoretical assumption behind unrelated merger suggest that the cash flow will 

become more stable after the merger, since they are generated from different industries and 

therefore should not be affected by the same industrial shocks. It is possible to see that the volatility 

for the cash flow between the firms in the entire pre-merger period was 0.0279. After the merger, 

the volatility has increased to 0.0297. This indicates that there is only a marginally change in 

fluctuation between the merged firms between the periods. This does not support the theoretical 

assumption that the unrelated firms would generate more stable cash flows. For the related mergers, 
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there is a small decrease in volatility after the merger, from 0.0279 to 0.0265. As for the unrelated 

mergers, this is a modest change in volatility. The findings for the cash flow returns for the two 

samples only indicates a slight improvement in cash flow and thereby a weak ability to create value, 

since both could only be proved by one of the tests. 

Healy et al. (1992) and Andrade et al. (2001) did both show a significant improvement in cash flow 

scaled by market value after a merger transaction. The results in this thesis support their findings, 

where all samples showed some significant improvement. This suggests that a merger positively 

affects the abnormal industry adjusted cash flow return. However, the insignificant results for the 

cash flow scaled by book value of assets raises question about the true increase in cash flow. If one 

thinks about the market value of equity, as the present value of cash flows, then if the cash flow 

does increase, there may be higher expectations of future cash flows also will be higher. In the same 

way, if the cash flow decreases, the market value will most likely also decrease. If there are 

overreactions from the shareholders, the market value may decrease in a higher pace than the actual 

cash flow, and therefore the ratio may actually increase even if the absolute cash flow has 

decreased.   

None of the other sub-samples show any increase or decrease in cash flow scaled by total assets.  

This indicates that the value creation for these samples is absent. Even though it is not possible to 

see any difference between the periods for the sub-samples, it is possible to see different patterns 

when separating into ‘Scandinavian’ and ‘World’. The sample of firms acquiring another 

Scandinavian firm underperforms the industry benchmark in four out of five years in the pre-merger 

period, while they perform in line with their peers for the remaining three years as well as the entire 

post-merger period. Looking at the sample where the firms have acquired an international target, 

the pattern is different. The three years leading up to the merger, the return is significantly positive. 

This indicates that the two entities combined tend to create more value than their peers already 

before the merger. This trend is maintained, indicating that this sample creates value for their 

shareholders in the post-merger period as well. The ‘Unrelated’ sample shows that the combined 

firms create more value than their peers in the three years leading up to the merger and the year 

after. Thereafter the return is decreasing to the industry benchmark-level. Even though differences 

between the patterns and trends could be seen between the ‘Related’ and ‘Unrelated’ samples, none 

of them showed any difference in the ability to create value through increased cash flows between 

the two periods. None of the samples shows support for the assumption that the managers always 
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acts in order maximize the wealth of the shareholders. As discussed for the return scaled by market 

value of assets, the volatility in cash flow is expected to decrease after an unrelated merger. The 

return scaled by book value of assets did show results that may support this assumption. The 

volatility decreased in the post-merger period from 0.0590 to 0.0580. But it can be seen that there 

was a larger drop in the volatility for the related mergers, which went from 0.0579 to 0.0390. 

Therefore, it is hard to argue that unrelated mergers lead to a smaller volatility in the cash flow.  

For the capital expenditure, the theoretical value of a firm shows that an increase in new investment 

leads to a lower value, since this affects the cash flow negative. Therefore, if synergies are to be 

seen from the capital expenditure ratio, this requires a lower ratio after the merger. It is possible to 

see that for the full sample, the combined firms have a ratio lower than the industry benchmark for 

all five years. But after the merger, the ratio has increased and is now in line with their peers. This 

indicates that the merged firms tend to spend more money in relation to their total assets on new 

investments. From the theoretical point of view, this would mean that the value creation has 

decreased. The overall ratio also shows that it is significantly higher in the post-merger period, 

which further support that value creation cannot be seen. The other key component in the value 

creation process is the working capital. As for the capital expenditure ratio, and increased working 

capital has a negative effect on the cash flow. Therefore, a decreasing working capital ratio would 

be expected if value were to be created. In the pre-merger period, the ratio is insignificantly 

different from the industry benchmark. This has however changed in the post-merger period, where 

the ratio is significantly negative for four out of five years. This indicates a decreased ratio after the 

merger in relation to their peers. The overall difference between the two periods further supports 

this finding, since the drop in average and median is significant for both tests. With a lower ratio of 

working capital, this should lead to a positive effect on the cash flow. Therefore, the overall 

findings of the working capital for the full sample are that this component has a positive effect on 

value creation. These two key components showed mixed result. The capital expenditure ratio 

increased after the merger, while the working capital ratio decreased. This means that the two 

components have opposite effects on the value creation process, where capital expenditure has a 

negative effect and the working capital has a positive effect. Devos et al. (2009) counted new 

investments as a part of the operating synergies. Their results showed that most of the synergies that 

were realized was mainly generated by cutback in investments rather than increased profit margins. 

On the other hand, Huyghebaert & Luypaert (2013) showed in their study that the capital 

expenditure increased in the three years following a merger. The results in this thesis support the 
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findings of Huyghebaert & Luypaert (2013) and not Devos et al. (2009). One potential explanation 

for the differences in results is the fact that Devos et al (2009) investigated the U.S. market, while 

Huyghebaert & Luypaert (2013) only focused on European firms. There may be more similarities 

between the Scandinavian sample used in this thesis and the European firms, and therefore it gives 

more consistent results. It should also be highlighted that the two studies discussed above 

investigates different time periods and merger waves. This can also be an explanation of 

inconsistent results, since the motives behind the mergers may differ. Huyghebaert & Luypaert 

(2013) do also report an increase in working capital as an effect of a merger, while this report shows 

that the Scandinavian firms are able to decrease their ratio. It is important to note that a reduction in 

new investments creates value in the sense that the cash flow for the specific year increases. In a 

longer time perspective, the new investments may lead to increased cash flow in the future. 

Therefore, it is possible to argue that reduced investments not are a guarantee for value creation. 

Damodaran (2005) argues that if a firm with excess cash but limited investments opportunities 

acquirers a firm with limited cash but lot of high-return investments opportunities, the merged firm 

may benefit from these investments and gain a higher value. If this would be the case for the sample 

firms in this thesis, the observed increase in capital expenditure may lead to an increased cash flow 

in the future and therefore a higher value. However, if this really was the case, then it is not possible 

to conclude, but it is important to mention and be aware of this possibility.   

When separating the component capital expenditure into the different sub-samples, varying effects 

on the value creation process can be found. For the ‘Scandinavian’ sample, it is not possible to see 

any significant change in the ratio between the two periods. This indicates that the money spent on 

new investments is about the same even after the merger occurred. In a theoretical point of view, 

this has no effect on the value creation for the merged firms. The ‘World’ sample on the hand 

shows that the ratio of money spent on new investments actually is increasing after the merger. This 

is true under the 1% significance, which is a strong proof of an increasing ratio. According to the 

theory, this would have a negative effect on the value creation. Just as the ‘World’ sample, the 

sample including the unrelated mergers also shows indications of value destroying effects. Both the 

average and median is increasing in the post-merger period, and both tests shows a significant 

difference under the 5% level. The ‘Related’ sample shows an insignificant increase between the 

periods.  From a theoretical point of view, the merger has no effect on the value creation for the 

related mergers. It is important to note that when value creation and destroying are discussed here, 

it only refers to the components that are a part of the theoretical value of a firm. The findings for the 
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capital expenditure ratio indicated that firms acquiring an international target tends to spend more 

money on investments after the merger than firms acquiring Scandinavian targets. This indicates 

that it takes more investments and work to integrate a firm when they are from different 

geographical location than when they are both from Scandinavian. Also the fact that the unrelated 

merger increases the capital expenditure ratio while the related has unchanged ratio is interesting. 

This may indicate that when a firm acquirers another firm outside of its core business, more money 

has to be spend on new investments in order to integrate the two entities into one firm. While it 

tends to be easier for firms within the same industry, since they do not seem to increase their 

investments.    

Also the ratio of working capital shows some different trends between the sub-samples. The 

decrease in ratio for the ‘Scandinavian’ sample is insignificant according to both tests. As discussed 

earlier, a lower ratio of working capital means a positive affect on the cash flow and thereby the 

value of the firm. Since the ratio did not change after the merger, there are no contribution to value 

creation for this sample. Looking at each year separately for both the pre- and post-merger, it can be 

seen that before the merger, the ratio is only significantly lower than the industry benchmark for 

one year. In the post-merger period, three year shows significantly negative ratio. This indicates that 

there are more years after the merger where the merged firms are able to keep the ratio below the 

industry medians. But any overall effect could not be seen on the contribution to value creation. The 

‘World’ sample did show a great drop in the working capital ratio. This drop was, however, not 

significantly confirmed by any of the two tests that were performed. Therefore, it is not possible to 

say that the merged had any effect on the value creation for this sample. For both the 

‘Scandinavian’ and the ‘World’ sample, the merger did not affect the ability to create value through 

a lower working capital ratio. Both the sample with the related mergers and with the unrelated 

mergers reported a decrease in working capital ratio in the post-merger period. For the related 

mergers, the reported p-values were slightly higher than 0.10 and therefore it cannot be statistically 

proofed that the ratio is lower. The same can be seen for the unrelated mergers, where the ratio 

dropped but the change was insignificant according to both tests. Therefore, it can be argued that 

neither the drop in the related nor the unrelated mergers were enough to affect the value creation of 

the firms.  

To see the overall contribution to the value creation process generated by the merger in the different 

sample, both components for the different samples should be looked at. For the ‘Scandinavian’ 
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sample, the effect on both the capital expenditure ratio and the working capital ratio was 

insignificant. This indicates that no contribution to value creation could be seen after the merger. 

Both the ‘World’ and the ‘Unrelated’ sample showed results consisting with the full sample, i.e. 

increased capital expenditure ratio. But none of the samples reported any significant change in the 

working capital ratio. Therefor, it is possible to see that the merger affected the value negatively by 

increasing the capital expenditure ratio and keeping the working capital ratio at the same level. For 

the related mergers, the effect was insignificant on the capital expenditure ratio and the working 

capital ratio. This indicates a neutral effect on the value creation for this sample. Therefore, the only 

effect that could be found was a slightly negative effect on the value creation for the ‘World’ and 

‘Unrelated’ mergers since they increased their capital expenditure ratio.  

The last measurement used for capture the value to the shareholders are the Tobin’s Q. Since this 

measure incorporates the market value of equity, this will capture the effect the merger will have on 

the shareholder value. The tests showed some interesting results. The four years leading up to the 

merger showed a significant positive Q, indicating that the shareholder value in the pre-merger 

period was higher for the combined firms than for the industry benchmark. But after the transaction 

took place, the results were highly affected. All five years reports insignificant results, indicating 

that the shareholder value is no longer superior to the industry benchmark. The overall difference 

between the periods also reports a significant decrease in Tobin’s Q. This finding suggest that the 

two firms separate create more shareholder value than their industry peers, but after they are 

merged, they are no longer able to create higher value for their shareholders. This supports the 

theoretical assumption of the agency problems that the managers do not always act in the best 

interest of the shareholders. Since the Tobin’s Q has significantly decreased, any value creation 

cannot be seen. The overall effect of the Tobin’s Q after the merger is consistent in all sub-samples. 

All four samples shows a significant decrease in Tobin’s Q after the merger, indicating that the 

value to the shareholders has decreased as an effect of the merger. But the decrease for the 

‘Scandinavian’ sample was only true for the paired t-test under the 10% significance level. This 

indicates that there is only a weak proof of value destroying for the firms that acquired another 

Scandinavian firm. The separation of the sample into the sub-samples shows some other interesting 

results as well. The ‘Scandinavian’ sample shows that Tobin’s Q is either insignificant or 

significantly negative compared to the industry benchmark. This indicates that the value created for 

the shareholders is lower than the other firms in the same industries. For the ‘World’ sample, the 

opposite can be seen. All years, in both the pre- and post merger period, the Tobin’s Q is 
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significantly higher than the industry benchmark. This finding suggests that these firms do create 

more value than the industry benchmark does, but is still negatively affected by the merger.  

The results for the Tobin’s Q in this thesis is a bit hard to compare with the results for Alhenawi & 

Krishnaswami (2015), since they do not report the industry-adjusted Tobin’s Q and therefore the 

results are different. They showed that the Q worsens in the first year but then systematically 

improved until the fifth year. Their overall conclusion was that the firms were successful in creating 

value after the merger since the five-year pooled Tobin’s Q was significantly greater than one. 

However, this thesis did show that the sample had a significantly higher Tobin’s Q than the industry 

benchmark in the pre-merger period, while it was insignificant in the post-merger period (beside the 

‘World’ sample). This indicates that they are no longer able to create value after the merger, which 

contradicts the findings of Alhenawi & Krishnaswami (2015). Both the fact that they are not using 

industry adjusted and that they investigates U.S. firms may be explanation of the difference in 

results. A reason for the decreased Tobin’s Q may be the fact that the merged firms tend to increase 

their capital expenditure. If they invest more into the firms and boosting their total assets, the 

Tobin’s Q will decrease if it takes time for the new investments to realize any wealth to the 

shareholders in form of a higher cash flow and higher market value of equity.  

The fact that some of the value creating components showed negative effects may support the 

assumption of agency problems and managers’ tendency to go through with mergers for other 

reasons than maximizing the wealth of the shareholders. As discussed in the theoretical framework, 

hubris and the desire to create an empire may affect a manager to acquire another firm even though 

there are not any indications that synergies will be able to be created.   

The measurements chosen in this thesis in order to capture the effect on the value creation process 

of the firms shows mixed results. The cash flow return is highly dependent on how you scale it. If 

the market value of assets is used, then the cash flow seems to have increased while the return 

scaled by book value of assets shows an insignificant effect. The two key components in the value 

creation, capital expenditure and working capital, show different effects. Capital expenditure has a 

negative effect and the working capital has a positive effect. Of the sub-samples, the ‘World’ and 

‘Unrelated’ samples showed indications of value destroying, since their capital expenditure 

increased while the working capital was kept unchanged. Lastly, the value captured by the Tobin’s 

Q indicates a decrease in value as an effect of the merger. This was true for all samples that were 

investigated. The second hypothesis stated that the value creation should increase after an M&A 
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deal, as suggested by the finance theory perspective on M&As. The overall findings in this section 

show varying effects on value creation. Therefore, the thesis fails to accept the hypothesis since the 

effect after a merger showed indications of both value creation and destruction.  

 Financial Synergies 4.4

This section will present the results for the measurements that are chosen to test the third 

hypothesis. The leverage ratio and tax shield will be presented separately, and ended with an 

analysis of the results. The following hypothesis will be tested: 

“Firms engaging in a merger experience financial synergies in the years following the deal	“	
4.4.1 Leverage 

Leverage -5 -4 -3 -2 -1 1 2 3 4 5
Observations 86 100 116 134 135 134 131 127 121 118
Average -1,62% -0,24% -1,18% -0,85% -4,16% -1,42% -0,21% 0,14% 0,16% -1,51%
Median 0,63% 1,41% -0,98% -0,78% -4,65% -1,76% -0,13% 0,43% 0,08% -1,05%

P-value
One Sample T-test 0,2871 0,8681 0,3414 0,5047 0,0007 0,2955 0,8833 0,9185 0,8985 0,3056
Wilcoxon Signed Rank Test 0,3262 0,9575 0,4332 0,7323 0,0012 0,7407 0,7855 0,5292 0,5924 0,4298

Above industry median (%) 51,17% 53,00% 46,55% 47,76% 40,74% 48,51% 49,62% 51,97% 50,41% 44,92%

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 136 136
Average -1,17% -0,40%
Median -0,08% -0,54%
Standard Deviation 0,1196 0,1438

Paired Two Sample T-test 0,5785
Wilcoxon Signed Rank Test 0,3119 	

Table 4.35 

In table 4.35, the leverage ratio is presented for the full sample. In the pre-merger period, the first 

four years shows insignificant results. The ratios of firms with leverage above the industry medians 

are 51.17%, 53.00%, 46.55% and 47.76% respectively for the four years. These fractions show that 

all four years lies close to a fraction of 50%. This pattern is changed for the year prior to the deal. 

Here, the average and median is -4.16% and – 4.65% respectively. Both tests show that these ratios 

are significantly negative, indicating that the combined firms have a lower leverage in the year 

before the deal took place. This can further be seen by the fraction of firm with above industry-

median leverage that now has dropped to 40.74%. In the post-merger period, the first year reports 

negative leverage ratios, which then is strictly increasing until the third year after the deal. The third 

and fourth year shows positive leverage ratio, and both have a ratio of firms with leverage higher 

than the industry medians above 50%, but none of the years are significant. In the last year of the 

period, the average and median has decreased again and is negative. Even though this trend in the 

post-merger period can be seen, none of the years shows any significantly differences from the 
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industry benchmark. The table also reports the difference between the pre- and post-merger periods. 

In the pre-merger period, the average and median are -1.71% and -0.84% respectively. In the post-

merger period, both numbers have increased and are now -0.40% and -0.54% respectively. 

However, it is not possible to statistically prove the increase since both tests show insignificant 

results. 

Leverage -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 46 58 70 84 85 84 83 81 75 71
Average -3,40% -0,98% -1,78% -1,36% -4,62% -2,66% -2,79% -2,01% -1,50% -2,64%
Median -0,08% 0,87% -0,79% -0,74% -4,85% -2,43% -1,25% -0,36% -0,30% -2,91%

P-value
One Sample T-test 0,1041 0,6232 0,2297 0,3922 0,0022 0,1415 0,1766 0,3060 0,3982 0,1765
Wilcoxon Signed Rank Test 0,1634 0,5878 0,2895 0,6096 0,0030 0,3189 0,3124 0,5562 0,6901 0,1545

Above industry median (%) 50,00% 51,72% 45,71% 47,62% 40,00% 45,88% 45,78% 46,91% 46,67% 39,44%

World
Observations 39 42 45 50 50 49 48 46 47 47
Average -0,61% 0,78% 0,66% 0,00% -3,39% 1,43% 3,79% 3,37% 1,85% 0,21%
Median 0,54% 1,80% -2,53% -0,83% -4,11% 3,44% 4,13% 4,84% 0,89% 1,94%

P-value
One Sample T-test 0,7657 0,7086 0,7467 0,9986 0,1089 0,4464 0,0501 0,0412 0,2926 0,9272
Wilcoxon Signed Rank Test 0,8307 0,6117 0,7205 0,9308 0,1587 0,2365 0,0360 0,0244 0,2297 0,6453

Above industry median (%) 57,89% 54,76% 48,89% 48,00% 42,00% 52,00% 56,25% 60,87% 55,32% 53,19%

Pre-merger Post-merger Pre-merger Post-merger
Observations 85 85 0,9297 0,7994 51 51 0,4352 0,1786
Average -1,99% -1,84% 0,21% 2,01%
Median 0,40% -0,80% -0,67% 0,49%
Standard Deviation 0,1160 0,1478 0,1253 0,1347

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.36 

By separating the samples into ‘Scandinavian’ and ‘World’, a clearer pattern can be seen. For the 

‘Scandinavian’ sample, the first four years in the pre-merger period are insignificantly different 

from the industry benchmark. When it comes to the year prior to the deal, it is possible to see a 

change in the leverage ratio. The average and median is -4.62% and -4.85% respectively, and both 

tests show that these are significantly negative. This result indicates that the combined firm, in the 

year before the deal, has a leverage ratio that is significantly lower than the industry benchmark. 

For this year, the fraction of firms with leverage above industry medians is 40% and this is the 

lowest reported fraction for the whole pre-merger period. In the post-merger period, all five years 

reports insignificant ratios indicating that the merged firms have the same level of leverage as the 

industry benchmark. This was the same pattern that could be seen in the pre-merger period, if the 

year prior to the deal is excluded. The fraction of firms with leverage higher than industry medians 

is below 50% for all five years in the period. The fifth year reports a fraction of 39.44%, which is 

the lowest reported fraction for both periods. When comparing the pre-merger period with the post-



	

	 109 

merger period, no differences can be seen. The average is increasing from -1.99% to -1.84%, while 

the median is decreasing from 0.40% to -0.80%. Both tests show that the change in leverage ratio is 

insignificant, indicating that the merger does not have any effect on the leverage ratio for a merger 

between two Scandinavian firms.  

The results for the ‘World’ sample show a different pattern than the ‘Scandinavian’ sample. In the 

pre-merger period, all five years shows insignificant values. The year prior to the deal reports 

negative average and median of -3.39% and -4.11% respectively, but they are not sufficiently 

negative to be significant. The fraction of firms with leverage higher than the industry median is 

42.00%, which is the lowest for the whole pre-merger period. In the post-merger years, the 

industry-adjusted leverage ratio is positive for all five years. But it is not until the second year in the 

post-merger period the leverage ratio is significantly positive. This can also be seen in the third 

year, where the average and median is at the same level as the year before. In the fourth and fifth 

year of the post-merger period, the leverage ratio decreases again and shows insignificant results. 

These findings suggest that two years after a deal, the merged firms have increased its leverage 

ratio. This high leverage is held through the third year. Thereafter, it decreases again to the level of 

the industry benchmark. It is interesting to see that the fraction of firms with a leverage ratio higher 

than the industry medians is above 50% for all five years. This can be compared to the pre-merger 

period where the fraction only was above 50% for two out of five years. This pattern of an 

increased leverage in the post-merger period for the ‘World’ sample can also be seen when 

comparing the overall performance of the two periods. In the pre-merger period, the average and 

median is 0.21% and -0.67% respectively. Both the average and median has increased in the post-

merger years and the overall ratios are now 2.01% and 0.49% respectively. Despite this increase, 

both tests show insignificant results, which indicate that it cannot be proved that the ratio is affected 

by the merger.  
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Leverage -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 40 48 54 64 65 66 62 59 56 54
Average 1,92% 3,95% 1,05% 1,34% -2,80% -1,03% 0,02% 0,00% 1,50% -1,34%
Median 2,86% 4,79% 0,40% 1,06% -2,08% -2,70% -0,06% 0,15% 0,00% -0,82%

P-value
One Sample T-test 0,4353 0,1039 0,5660 0,4691 0,1407 0,6559 0,9941 0,9999 0,3850 0,5183
Wilcoxon Signed Rank Test 0,3611 0,1000 0,6236 0,4438 0,1278 0,9338 0,8062 0,7256 0,4123 0,6114

Above industry median (%) 62,50% 62,50% 53,70% 51,56% 44,62% 49,23% 50,00% 52,54% 48,21% 42,59%

Unrelated
Observations 46 53 62 70 70 70 70 67 64 64
Average -4,71% -3,03% -3,12% -2,86% -5,43% -1,75% -1,20% 0,85% -0,41% -1,65%
Median -4,32% -0,69% -2,15% -2,70% -4,97% -0,80% -0,54% 1,15% 0,91% -1,32%

P-value
One Sample T-test 0,0112 0,1009 0,0646 0,1085 0,0006 0,3298 0,5522 0,5975 0,8077 0,4314
Wilcoxon Signed Rank Test 0,0256 0,1593 0,1131 0,2442 0,0020 0,7343 0,9813 0,4630 0,9600 0,5450

Above industry median (%) 41,30% 45,28% 40,32% 44,29% 37,14% 48,57% 48,57% 52,24% 53,13% 46,88%

Pre-merger Post-merger Pre-merger Post-merger
Observations 65 65 0,7154 0,9635 71 71 0,2850 0,1464
Average 1,25% 0,54% -3,38% -1,26%
Median 1,51% -0,46% -2,81% -0,69%
Standard Deviation 0,1197 0,1485 0,1160 0,1398

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.37 

The sample is further separated into ‘Related’ and ‘Unrelated’, and the results are reported in the 

table above. The two sub-samples show some interesting differences. For the ‘Related’ sample, the 

industry-adjusted leverage ratio is positive for four out of five years in the pre-merger period. 

However, none of the years reports a high leverage enough to be significantly higher than the 

industry benchmark. For the year prior to the deal, the leverage has changed to a negative industry-

adjusted leverage. Neither this ratio shows any significantly difference from the industry medians. 

This means that the combined firms have a leverage ratio in level with the industry benchmark. This 

pattern is maintained during the post-merger period as well. All five years are insignificantly 

different from zero. It should be noted that the pattern of the fraction of firms with a leverage ratio 

higher than the industry medians has changed between the periods. In the pre-merger period, four 

out of five years has a ratio above 50%, and two years even has ratios above 60%. In the post-

merger period, there is only two years with a majority of firms with leverage higher than the 

industry medians. The remaining three years have a fraction that is below 50%. This shows 

indication of a lower leverage ratio in the post-merger period. When comparing the two periods, it 

shows that both the average and median is decreasing, from 1.25% and 1.51% to 0.54% and -0.46% 

respectively. However, this decrease is too small to have significance. Therefore, any difference in 

the leverage ratio cannot be confirmed after a merger between two firms in the same industry.  
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The results for the ‘Unrelated’ sample are very different from the ‘Related’ sample. First, all five 

years in the pre-merger period report negative industry-adjusted leverage ratios. Both the first and 

the last year in the period show significantly negative leverage ratios, indicating that the leverage of 

the combined firms is lower than the industry benchmark. Also the third year reports significant 

results, but only for the one sample t-test under the 10% significance level. All five years in the 

period has a fraction of firm with a leverage higher than the industry medians that is below 50%. In 

the post-merger periods, four out of five years still reports negative ratios, but none of them are 

significantly lower than the industry benchmark. The first two years in the period report negative 

numbers and a fraction that is below 50%. Both the average and the fraction are strictly increasing, 

and by the third year, the adjusted ratio is positive and the fraction has reached above 50%, which is 

then maintained during the fourth year. By the fifth year, the ratios have decreased again and the 

fraction is below 50%. Since none of the years shows any significant difference, this trend cannot 

be confirmed. However, the overall trend of a higher leverage ratio in the post-merger period can be 

seen but not confirmed when comparing the two periods. In the pre-merger period, the average and 

median is -3.38% and -2.81% respectively. Both measurements have increased in the post-merger 

period to -1.26% and -0.69% respectively. However, any significant difference cannot be proven.  

In appendix A, the results for the cross-sectional regression on the leverage ratio can be found. The 

intercept showed no significance but the slope coefficient shows that the persistence is significant, 

but the remaining dummy coefficients report insignificantly positive value, indicating that no clear 

differences between the samples can be found.  

4.4.2 Tax Shield 
Tax Shield (SK, thousands) -5 -4 -3 -2 -1 1 2 3 4 5
Observations 60 69 67 82 89 96 94 92 100 88
Average 77 595 59 933 53 265 71 001 60 712 24 465 36 259 27 836 42 839 30 588
Median 50 617 42 651 35 435 46 206 31 463 5 242 9 344 6 912 17 628 11 041

Pre-merger period versus post-merger period Pre-merger Post-merger P-values
Observations 89 89
Average 64 354 32 539
Median 41 369 9 563

Paired Two Sample T-test 0,0000
Wilcoxon Signed Rank Test 0,0000 	

Table 4.38 

The table above presents the value of the tax benefits for the firms in the sample, and all numbers 

are expressed in thousands. The table shows that the tax benefits lies on average around 53,265 to 

77,595 SEK, and the median is slightly lower, for the pre-merger period. After the merger, it is 

possible to see that both the average and median has decreased quite drastic. The average lies 
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between 24,465 and 42,839 SEK in the post-merger period, while the median varies from 6,912 to 

17,628 SEK. The decrease in tax benefit is further supported by the statistical tests, which both 

shows a significant decrease between the periods. This indicates that the tax benefit to the firms is 

lower after the merger took place.  

Tax Shield (SK, thousands) -5 -4 -3 -2 -1 1 2 3 4 5

Scandinavian
Observations 32 32 40 40 40 54 55 48 51 53
Average 30 526 19 548 22 047 28 835 13 414 3 794 7 459 3 515 7 542 9 204
Median 9 014 8 657 7 821 10 481 4 411 488 1 036 227 2 066 2 475

World
Observations 34 34 34 36 38 43 41 36 38 39
Average 116 244 83 887 74 858 94 748 93 473 131 996 144 093 101 146 90 086 132 821
Median 60 702 57 955 53 416 67 931 69 159 74 114 109 814 68 103 89 705 70 771

Pre-merger Post-merger Pre-merger Post-merger
Observations 40 40 0,0000 0,0000 38 38 0,0226 0,3004
Average 22 612 6 346 92 735 120 955
Median 7 776 1 442 64 855 79 750

Scandinavian World
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test

	

Table 4.39 

By separating the sample into the two sub-samples ‘Scandinavian’ and ‘World’, a difference can be 

seen. Just as for the full sample, the sample including firms that acquires another Scandinavian firm 

shows a significant decrease between the periods. But, the ‘World’ sample actually shows the 

opposite effect. After the merger took place, the tax benefit has increased for both the average and 

median. However, this increase can only be confirmed by the t-test under the 5% significance level. 

This indicates that the tax benefits have increased, or at least it is kept at the same level as before. 

The results for the related and unrelated mergers showed the same pattern as the full sample, with a 

significant decrease in tax benefits between the two periods. The table can be found in appendix A. 

Due to lack of data, the sample for the tax shield is relatively small when separating into the two 

sub-samples.  

4.4.3 Summary Analysis & Discussion – Financial synergies 

A financial effect that may arise from a merger is a higher debt capacity. If the merged firms 

increases their earnings and get more stable cash flow, they will be able to borrow more. This will 

create higher tax savings and lower cost of capital (Damodaran, 2005). To capture this effect, the 

effect on the leverage has been examined. The results show that the leverage is unaffected by the 

merger for the full sample. The average is increasing but the median is decreasing, indicating that 

no clear effect can be seen for the full sample. None of the ‘Scandinavian’ or ‘World’ sample could 

either show any effect on the leverage after the merger. According to the theory, it is believed that 
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when two firms from different industries are merged, their cash flow will be not be highly 

correlated since they have incomes from various businesses. With a higher and more stable cash 

flow, it is easier to meet the obligations to pay interest on the debt. This will lead to a higher debt 

capacity. From this theoretical point of view, it is interesting to look at the indications and trends 

from the related and unrelated mergers. The related mergers reported a decrease in leverage ratio 

after the merger, while the unrelated mergers reported an increase in leverage. But, since none of 

the changes were significant, it is not possible to find any support for the theory about financial 

synergies. It is however possible to see indications of an effect for the unrelated mergers. In the pre-

merger period, their leverage was significantly lower than the industry benchmark for two (three if 

one counts the year where only one test showed significance) out of five years. In the post-merger 

period, this had changed and the leverage ratio was insignificant from the industry benchmark for 

all five years. This indicates that there is a trend of increased leverage, even though the overall 

increase in the period could not be proven. From the analysis on the value creation, it was possible 

to see that there was not any big difference in the volatility in cash flow between the pre- and post-

merger periods. And if the cash flow did not become more stable, the theory of a higher debt 

capacity does not hold. Another aspect of the agency theory with respect to leverage is the 

assumption that increased debt will affect the behavior of the managers. According to the theory, 

higher debt means higher interest payments, and with higher interest cost the managers has 

obligations to pay these if they want to avoid bankruptcy. The potential effect is that the managers 

handle the money of the firm more carefully, which can lead to a decrease in new investments. It is 

mainly potential negative NPV-investments that will disappear, and this is referred to as a 

‘reduction in wasteful investments’. However, the overall results in this thesis cannot support this 

assumption. First, no clear effect on the leverage could be found in the results. The unrelated 

mergers showed indications of increased leverage when looking at the years separately, and not the 

whole periods. But even if there were any increase in leverage, this did not affect the capital 

expenditure as the theory suggests. This could simply mean that the managers of the firms did not 

perform any negative NPV-investments before the merger and therefore it was no need for 

reduction. Or it was necessary for the unrelated mergers to invest further to be able to integrate the 

two entities successfully, regardless of the leverage ratio. Huyghebaert & Luypaert (2013) showed 

in their report that the leverage ratio was increasing in the post-merger years. The indications of this 

report show the same, even though it cannot be statistically proven.  
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A natural effect of a higher debt capacity is an increased tax benefit from higher interest expenses. 

As discussed above, none of the sample reported any significant difference in the leverage ratio. 

But, the results for the tax shield showed that the tax benefit was actually affected by the merger. A 

decrease in tax shield is negative to the earnings of a firm, since the tax shield is the amount that the 

firm ‘saves’ by having higher debt in form of having to pay lower taxes. Therefore, the theoretical 

assumption of going through with a merger in order to get financial synergies is not supported by 

the results in this thesis. It was only the ‘World’ sample that did not report a significant decrease. 

Their tax benefit was significantly higher after the merger. Yet, this was only true for the paired t-

test, and it should not be emphasized too much.  

It is interesting to relate the result for the tax benefits to the discussion in the analysis of the 

profitability. There, it was possible to see that the EBITDA margin was mostly significantly 

increasing after the merger. It could also be seen that these synergies in form of a more efficient 

cost structure could not be seen in the profit margin, which was insignificantly affected by the 

merger. The lower amount of tax benefit that was reported in this section has a negative effect on 

the net profit of a firm. If the operating profitability increases, but the financial expenses is 

increasing as well, it may lead to a neutral effect on the profit margin. Therefore, the decreasing tax 

benefit may be one of the reasons why the EBITDA margin was increasing but the profit margin 

was not. To summarize, the leverage ratio did not show any significant difference between the 

periods, while the tax benefits were significantly lower in the post-merger period. Therefore, the 

thesis cannot accept the hypothesis that a merger will increase the financial synergies of the firms.  
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5 Conclusion 
The purpose of this thesis was to investigate the effect an M&A deal has on Scandinavian firms. 

This was primarily done within three different areas: profitability, value creation and financial 

synergies. For each area, different performance measurements were used to test the three 

hypotheses. For the effect of the profitability of the firms, the results were mixed. For the revenue 

growth, the indications showed a decrease in growth after the merger. This could, however, not be 

significantly proven for any of the samples. But, the cross-sectional regression showed a significant 

negative intercept, which should be interpreted as a negative abnormal growth. The revenue growth 

tends to be 2.32% lower for each year in the post-merger period. On the other hand, the EBITDA 

margin showed an increase between the periods for all the samples beside the ‘World’ sample. This 

was further supported by the cross-sectional regression that showed a significant positive intercept. 

The ‘World’ coefficient were negative, indicating that the effect on EBITDA margin after the 

merger was lower for the ‘World’ sample than for the ‘Scandinavian’ sample. This could however 

not be statistically proven. The remaining three measurements did not show any effect after the 

merger, neither the comparison between the pre- and post merger periods nor the regression. 

Therefore, the overall findings for an M&A deals’ effect on a firm’s profitability is mixed. The 

revenue tends to decrease, the operating profitability is increasing and the remaining measures are 

unchanged. From these results, the hypothesis that the profitability is increasing after the merger 

could not be accepted.  

The second hypothesis aimed to test the firms’ ability to create value after the deal. The effect on 

the cash flow was tested, as well as different key components in the theoretical value of a firm. Just 

as for the results for the profitability, the ability to create value after the merger did not show 

consistent results. For the cash flow return, the effect differed depending on how you measured it. 

Scaled by the market value of assets, the return showed a significant increase in the post-merger 

period. This was also supported by the regression, which showed a significant positive intercept. If 

one instead scaled it by the book value of assets, no effect could be found. The two key components 

capital expenditure and working capital showed opposite effects on value creation. The capital 

expenditure significantly increased after the deal, while the working capital significantly decreased. 

A higher capital expenditure ratio has a negative effect on value creation, while the lowering in 

working capital has a positive effect. For the sub-samples ‘World’ and ‘Unrelated’, the capital 

expenditure increased after the merger, while the ‘Scandinavian’ and ‘Related’ samples showed 
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unchanged ratios. For the Tobin’s Q, which incorporates the market value of equity and thereby the 

wealth of the shareholders, showed a negative development after the merger. All samples 

experienced a significance decrease in Tobin’s Q after the merger, except for the ‘Scandinavian’ 

sample where the results were not that clear. This indicates a negative effect on the value creation 

after the merger. These finding were further supported by the regression. The intercept was 

significant negative, and the ‘World’ coefficient showed that the negative effect on Tobin’s Q 

induced by the merger was greater on the ‘World’ sample than the ‘Scandinavian’ sample.  Overall, 

there was no clear pattern in the effect of the merger on the value creation. Positive, negative and 

neutral effects could be seen in the results. Therefore, the results from this thesis fail to accept the 

hypothesis that the value creation is increasing after a merger.  

The final hypothesis was formulated in order to measure the financial synergies that may arise from 

a merger. This was tested through the effect on the leverage and tax benefit. The leverage ratio was 

unchanged after the merger for all samples, suggesting that there is no difference in debt capacity. 

The related and unrelated showed opposite indications, where the related mergers showed a 

decrease in leverage, while the related showed an increase. However, none of the changes were 

significant and could not be statistically proven. The tax benefit showed a clear decrease for all 

samples. This indicates a negative effect on financial synergies after the merger. This means that the 

thesis is not able to accept the hypothesis that the merger leads to higher financial synergies.   

 

To summarize the overall results presented in this thesis, it is possible to say that the results showed 

different indications for the different measurements. No clear effect on any of the three areas could 

be found, leading to failing in accepting the three hypotheses that were presented. This means that it 

is not possible to give a clear answer to how the Scandinavian mergers and acquisition perform in 

terms of creating and sustaining synergies. In some sense they succeed, and other they failed.  

 Future Research 5.1

The conclusion argue that the overall effects of an M&A transaction is very mixed and no clear 

trends could be seen. To further investigate the effects, one could instead choose a smaller sample 

and try to link the performance with the motives behind the mergers, if this can be found. The 

theoretical framework did in some extent discuss that there are different rationales for mergers, and 

if the performance can be linked to the motive it may be possible to see if the managers are 

succeeding with their goals of the merger. 
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From the results it was further possible to see some trends in performance leading up to the merger. 

This raises questions about the timing of the mergers, which could be interesting to investigate 

further. Do firms tend to acquirer firms that perform relatively well, or do they usually buy firms 

that have showed a decrease in performance is a question that can be studied. And how this affects 

the future development of the merged firms.  

In the limitations it was discussed that this thesis only includes mergers performed by listed firms. 

This is also the case in many of the earlier research. Therefore, it could be interesting to investigate 

the effect on private mergers and see if any differences can be seen in relation to the studies on 

listed mergers.  
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7 Appendices 
 Appendix A 7.1

7.1.1 Data Sample 

Date Acquirer Country
06-04-18 Acando AB SE
02-11-20 AddNode Group AB SE
03-02-28 AddNode Group AB SE
09-01-13 AddNode Group AB SE
07-10-25 Affecto OYJ FI
07-06-06 Aker BioMarine AS NO
98-10-30 Alma Media OYJ/Old FI
07-06-25 Altero AB SE
06-01-02 Amasten Holding AB SE
00-03-31 Amer Sports Oyj FI
03-06-16 AP Moller - Maersk A/S DK
05-09-13 AP Moller - Maersk A/S DK
07-05-18 AP Moller - Maersk A/S DK
09-03-02 AP Moller - Maersk A/S DK
06-08-04 Assa Abloy AB SE
11-01-31 Assa Abloy AB SE
11-04-26 Assa Abloy AB SE
00-10-25 Atea ASA NO
99-07-30 Atlas Copco AB SE
00-01-01 Autoliv Inc SE
00-05-11 Autoliv Inc SE
01-07-17 Capio Group Services AB SE
99-10-05 Danisco A/S DK
06-04-26 DSV A/S DK
01-08-16 Eimo OYJ FI
11-10-14 Electrolux AB SE
05-04-05 Elekta AB SE
06-03-29 Elisa OYJ FI
06-10-19 Eltek ASA NO
02-01-16 Eniro AB SE
99-12-09 Evry AS NO
01-11-12 Fenix Outdoor AB SE
11-04-08 FLSmidth & Co A/S DK
01-09-24 Frontline Ltd/Bermuda NO
07-02-01 Getinge AB SE
09-02-02 Getinge AB SE
09-05-20 Glamox ASA NO
99-07-07 GN Store Nord A/S DK
00-11-10 GN Store Nord A/S DK
03-06-04 GPV Industri A/S DK
02-05-09 Group 4 Falck A/S DK
99-04-21 Gunnebo AB SE
03-03-07 H Lundbeck A/S DK
07-12-21 Hexagon AB SE
98-07-01 Huhtamaki OYJ FI
99-10-28 Huhtamaki OYJ FI
05-05-30 IAR Systems Group AB SE
01-05-07 IC Group A/S DK
00-09-08 ISS World Services A/S DK
00-08-23 Kitron ASA NO
00-06-30 Klovern AB SE
07-05-30 Komplett ASA NO
02-12-19 Kone OYJ FI
00-09-14 Kongsberg Gruppen ASA NO
06-03-14 Kongsberg Gruppen ASA NO
04-11-30 Lagercrantz Group AB SE
11-11-24 Lagercrantz Group AB SE
00-02-28 LBI International AB SE
06-07-31 LBI International AB SE
06-10-06 Mamut AS NO
00-06-15 Mandator AB SE
11-07-18 Medivir AB SE
01-10-01 Metso OYJ FI
10-05-05 Metso OYJ FI
08-03-03 Modern Times Group MTG AB SE
00-12-22 Navision a/s DK
07-06-11 New Wave Group AB SE
11-11-21 Nibe Industrier AB SE
01-01-25 Nokia OYJ FI
06-02-13 Nokia OYJ FI
06-10-17 Nokia OYJ FI
08-06-18 Nokia OYJ FI
08-07-10 Nokia OYJ FI
06-11-29 Novozymes A/S DK
05-06-21 Orkla ASA NO
01-02-26 Outokumpu OYJ FI
09-02-02 Peab AB SE
04-02-23 Proact IT Group AB SE
11-07-18 Qliro Group AB SE
03-04-25 Raisio Oyj FI
04-02-13 Ramirent OYJ FI
99-09-01 Rautaruukki OYJ FI
96-12-31 Rieber & Son AS NO
99-03-19 Rieber & Son AS NO
06-09-04 Rnb Retail and Brands AB SE

Acquirer Industry Group Target Country
Computers Resco SE
Internet Cartesia Informationsteknik AB SE
Internet Mogul AB SE
Internet Strand Interconnect AB SE
Computers Component Software Group NO
Pharmaceuticals Aker BioMarine ASA/Old NO
Media Pohjolan Sanomat OYJ FI
Electronics Iniris AB SE
Machinery-Diversified Aerodyn AB SE
Leisure Time Suunto Oy FI
Transportation D/S 1912 DK
Transportation Royal P&O Nedlloyd NV NL
Transportation Adsteam Marine Pty Ltd AU
Transportation Brostrom AB SE
Metal Fabricate/Hardware Fargo Electronics Inc US
Metal Fabricate/Hardware LaserCard Corp US
Metal Fabricate/Hardware Cardo AB SE
Internet Avenir ASA NO
Machinery-Diversified RSC Equipment Rental Inc US
Auto Parts&Equipment Izumi Industries Ltd JP
Auto Parts&Equipment OEA Inc US
Healthcare-Services Community Hospitals Group GB
Food Cultor OYJ FI
Transportation Frans Maas Groep NL
Miscellaneous Manufactur Triple S Plastics Inc US
Home/Office Furnishing Somela SA CL
Healthcare-Products IMPAC Medical Systems Inc US
Telecommunications Saunalahti Group OYJ FI
Telecommunications Nera ASA NO
Media Scandinavia Online SE
Computers Telesciences Inc US
Leisure Time Friluftsbolaget Ekelund & Sagner AB SE
Machinery-Diversified ESSA Australia Ltd AU
Transportation Mosvold Shipping Ltd NO
Healthcare-Products Huntleigh Technology Ltd GB
Healthcare-Products Datascope Corp US
Building Materials Luxo AS NO
Telecommunications Resound Corp US
Telecommunications Hello Direct Inc US
Home/Office Furnishings Chemitalic A/S DK
Commercial Services G4S Secure Solutions USA Inc US
Metal Fabricate/Hardware Societe Fichet-Bauche FR
Pharmaceuticals Synaptic Pharmaceuticals Corp US
Machinery-Diversified NovAtel Inc CA
Packaging&Containers Sealright Co Inc US
Packaging&Containers Koninklijke Emballage Industrie Van Leer NV NL
Internet Turnit AB SE
Apparel Inwear Group A/S DK
Commercial Services RCO Holdings PLC GB
Electrical Compo&Equip Sonec ASA NO
Computers Adcore Stockholm AB SE
Computers inWarehouse AB SE
Hand/Machine Tools Partek AB FI
Aerospace/Defense Navia ASA NO
Aerospace/Defense Lowrance Electronics Inc US
Electronics Frontyard AB SE
Electronics Vendig AB SE
Internet Guide Konsult AB SE
Internet LB Icon AB SE
Internet Active 24 ASA NO
Computers Cell Network AB/Old SE
Pharmaceuticals BioPhausia AB SE
Machinery-Diversified Svedala Industri AB SE
Machinery-Diversified Tamfelt OYJ FI
Media Gymgrossisten Nordic AB SE
Software Damgaard A/S DK
Apparel Cutter & Buck Inc US
Building Materials Schulthess Group AG CH
Telecommunications Ramp Networks Inc US
Telecommunications Intellisync Corp US
Telecommunications Loudeye Corp US
Telecommunications Trolltech ASA NO
Telecommunications NAVTEQ Corp US
Biotechnology GroPep Ltd AU
Food Chips OYJ FI
Mining Avesta Sheffield AB SE
Engineering&Construction Peab Industri AB SE
Computers Dimension AB SE
Internet Tretti AB SE
Food Diffchamb AB SE
Commercial Services Altima AB SE
Iron/Steel Valtameri Oy FI
Food Phoenix Contractors A/S DK
Food SE Labels ASA NO
Retail JC Group AB SE

Target Industry Group
Computers 1 0
Software 0 0
Internet 1 0
Computers 0 0
Software 0 0
Food 0 0
Media 1 0
Electronics 1 0
Miscellaneous Manufactur 0 0
Electronics 0 0
Transportation 1 0
Transportation 1 1
Commercial Services 0 1
Commercial Services 0 0
Electronics 0 1
Computers 0 1
Building Materials 0 0
Software 0 0
Commercial Services 0 1
Auto Parts&Equipment 1 1
Auto Parts&Equipment 1 1
Healthcare-Services 1 1
Food 1 0
Transportation 1 1
Miscellaneous Manufactur 1 1
Home Furnishing 1 1
Software 0 1
Internet 0 0
Telecommunications 1 0
Internet 0 0
Commercial Services 0 1
Leisure Time 1 0
Mining 0 1
Transportation 1 0
Healthcare-Products 1 1
Healthcare-Products 1 1
Electrical Compo&Equip 0 0
Healthcare-Products 0 1
Telecommunications 1 1
Electronics 0 0
Commercial Services 1 1
Commercial Services 0 1
Biotechnology 0 1
Electronics 0 1
Packaging&Containers 1 1
Packaging&Containers 1 1
Computers 0 0
Apparel 1 0
Commercial Services 1 1
Electronics 0 0
Computers 1 0
Internet 0 0
Building Materials 0 0
Electronics 0 0
Electronics 0 1
Electronics 1 0
Electronics 1 0
Computers 0 0
Internet 1 0
Internet 1 0
Internet 0 0
Healthcare-Products 0 0
Machinery-Constr&Mining 0 0
Textiles 0 0
Pharmaceuticals 0 0
Software 1 0
Apparel 1 1
Home Furnishing 0 1
Internet 0 1
Software 0 1
Internet 0 1
Software 0 0
Software 0 1
Pharmaceuticals 0 1
Food 1 0
Iron/Steel 0 0
Building Materials 0 0
Telecommunications 0 0
Internet 1 0
Biotechnology 0 0
Commercial Services 1 0
Distribution/Wholesale 0 0
Engineering&Construction 0 0
Computers 0 0
Retail 1 0

Related? 
(1=Yes)

World? 
(1=Yes)

 

 



	

	 122 

00-03-20 Saab AB SE
00-10-31 Sandvik AB SE
06-06-13 Sandvik AB SE
03-03-03 Sanoma OYJ FI
05-03-31 Schibsted ASA NO
99-03-26 Securitas AB SE
00-09-11 Securitas AB SE
04-07-27 Securitas AB SE
01-05-04 Siem Shipping Inc NO
04-08-20 Sigma AB SE
00-08-23 Skanska AB SE
07-02-26 SKF AB SE
07-07-19 SSAB AB SE
08-01-21 Stockmann OYJ Abp FI
99-01-20 Stora Enso OYJ FI
00-09-01 Stora Enso OYJ FI
03-03-03 StrongPoint ASA NO
08-08-22 StrongPoint ASA NO
01-03-12 Svenska Cellulosa AB SCA SE
00-10-12 Talentum OYJ FI
98-06-24 Tamro OYJ FI
06-08-30 Tandberg Data Norge AS NO
05-01-11 TDC A/S DK
98-11-13 Teleca AB SE
00-04-05 Teleca AB SE
02-02-20 Teleca AB SE
02-10-16 Teleca AB SE
00-11-29 Telefonaktiebolaget LM Ericsson SE
05-07-22 Telefonaktiebolaget LM Ericsson SE
07-01-26 Telefonaktiebolaget LM Ericsson SE
00-12-11 Telelogic AB SE
05-07-18 Telelogic AB SE
03-03-24 Telia Co AB SE
06-06-14 Teligent AB SE
04-05-03 Thrane & Thrane A/S DK
99-08-02 Tieto OYJ FI
05-06-27 Tieto OYJ FI
00-11-20 Turnit AB SE
99-02-23 Ugland Nordic Shipping NO
02-07-04 United International Enterprises DK
00-10-20 UPM-Kymmene OYJ FI
00-05-25 Veidekke ASA NO
00-11-30 Veidekke ASA NO
04-05-17 Vestas Wind Systems A/S DK
05-03-22 Viking Supply Ships AB SE
01-07-27 Visma AS NO
02-09-30 Visma AS NO
00-03-24 William Demant Holding A/S DK
10-12-01 William Demant Holding A/S DK
04-04-27 WM-data AB SE
07-01-04 Yara International ASA NO
08-04-04 Yara International ASA NO

Aerospace/Defense Celsius AB SE
Hand/Machine Tools Hindrichs-Auffermann AG DE
Hand/Machine Tools SDS Corp Ltd AU
Media Rautakirja OYJ FI
Media Aspiro AB SE
Commercial Services Pinkertons Inc US
Commercial Services Burns International Services Corp US
Commercial Services Niscayah Group Ltd GB
Transportation Swan Reefer ASA NO
Software RKS AB SE
Engineering&Construction Skanska Norge AS NO
Metal Fabricate/Hardware ABBA Linear Tech Co Ltd TW
Iron/Steel IPSCO Inc CA
Retail Lindex AB SE
Forest Products&Paper Stora Kopparbergs Bergslags SE
Forest Products&Paper Consolidated Papers Inc US
Software iGroup ASA NO
Software CashGuard AB SE
Forest Products&Paper Sonoco Protective Solutions Inc US
Media Kauppakaari Oy FI
Pharmaceuticals Meco Holding A/S DK
Computers MidgardXXI Inc US
Telecommunications Song Network AB SE
Computers Benima Ferator Engineering SE
Computers Maldata AB SE
Computers AU-System AB SE
Computers Pronyx AB SE
Telecommunications Microwave Power Devices Inc US
Telecommunications Axxessit ASA NO
Telecommunications Redback Networks Inc US
Software Continuus Software Corp US
Software Focal Point AB SE
Telecommunications Sonera OYJ FI
Software Trio AB SE
Telecommunications EuroCom Industries A/S DK
Computers Enator AB SE
Computers AttentiV Systems Group PLC GB
Computers Arete AB SE
Transportation Ugland Nordic Tankers ASA NO
Agriculture International Plantations & Finance Ltd DK
Forest Products&Paper Repap Enterprises Inc CA
Engineering&Construction Stavdal ASA NO
Engineering&Construction Hoffman & Sonner A/S DK
Electrical Compo&Equip NEG Micon A/S DK
Transportation Gorthon Lines AB SE
Computers SPCS-Gruppen ASA NO
Computers Visma Software OYJ FI
Healthcare-Products Hidden Hearing International PLC GB
Healthcare-Products OTIX Global Inc US
Computers WM-data Novo OYJ FI
Chemicals Fertibras SA BR
Chemicals Kemira GrowHow OYJ FI

Aerospace/Defense 1 0
Housewares 0 1
Machinery-Constr&Mining 0 1
Retail 0 0
Internet 0 0
Commercial Services 1 1
Commercial Services 1 1
Electronics 0 1
Transportation 1 0
Computers 0 0
Engineering&Construction 1 0
Machinery-Constr&Mining 0 1
Iron/Steel 1 1
Retail 1 0
Forest Products&Paper 1 0
Forest Products&Paper 1 1
Internet 0 0
Electronics 0 0
Packaging&Containers 0 1
Media 1 0
Pharmaceuticals 1 0
Computers 1 1
Telecommunications 1 0
Computers 1 0
Computers 1 0
Software 0 0
Computers 1 0
Telecommunications 1 1
Internet 0 0
Internet 0 1
Software 1 1
Software 1 0
Telecommunications 1 0
Software 1 0
Telecommunications 1 0
Software 0 0
Software 0 1
Computers 1 0
Transportation 1 0
Agriculture 1 0
Forest Products&Paper 1 1
Commercial Services 0 0
Engineering&Construction 1 0
Electrical Compo&Equip 1 0
Transportation 1 0
Software 0 0
Internet 0 0
Retail 0 1
Healthcare-Products 1 1
Software 0 0
Chemicals 1 1
Agriculture 0 0  
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7.1.2 Related/Unrelated 

Acquirer Sample % Target Sample %
Aerospace/Defense 2 2% Aerospace/Defense 1 1%
Agriculture 1 1% Agriculture 2 1%
Apparel 2 2% Apparel 2 1%
Auto Parts&Equipment 1 1% Auto Parts&Equipment 2 1%
Biotechnology 1 1% Biotechnology 2 1%
Building Materials 2 2% Building Materials 3 2%
Chemicals 1 1% Chemicals 1 1%
Commercial Services 4 4% Commercial Services 11 8%
Computers 13 13% Computers 13 9%
Electrical Compo&Equip 2 2% Distribution/Wholesale 1 1%
Electronics 2 2% Electrical Compo&Equip 2 1%
Engineering&Construction 3 3% Electronics 12 9%
Food 4 4% Engineering&Construction 3 2%
Forest Products&Paper 3 3% Food 3 2%
Hand/Machine Tools 2 2% Forest Products&Paper 3 2%
Healthcare-Products/Services 4 4% Healthcare-Products/Services 6 4%
Home/Office Furnishing 2 2% Home Furnishing 2 1%
Internet 6 6% Housewares 1 1%
Iron/Steel 2 2% Internet 15 11%
Leisure Time 2 2% Iron/Steel 2 1%
Machinery-Diversified 5 5% Leisure Time 1 1%
Media 6 6% Machinery-Constr&Mining 3 2%
Metal Fabricate/Hardware 3 3% Media 2 1%
Mining 1 1% Mining 1 1%
Miscellaneous Manufactur 1 1% Miscellaneous Manufactur 2 1%
Packaging&Containers 1 1% Packaging&Containers 3 2%
Pharmaceuticals 4 4% Pharmaceuticals 3 2%
Retail 2 2% Retail 4 3%
Software 5 5% Software 16 12%
Telecommunications 8 8% Telecommunications 7 5%
Transportation 6 6% Textiles 1 1%

Transportation 7 5%
Total 101 Total 137  
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7.1.3 Distribution by Country 

Distribution by Country
Acquirer % Target %
DK 17 17% DK 10 7%
FI 20 20% FI 14 10%
NO 20 20% NO 18 13%
SE 44 44% SE 44 32%
Total 101 Total 86

AU 4 3%
BR 1 1%
CA 3 2%
CH 1 1%
CL 1 1%
DE 1 1%
FR 1 1%
GB 6 4%
JP 1 1%
NL 3 2%
TW 1 1%
US 28 20%
Total 51
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7.1.4 Deal Characteristics 
Descriptive Statistics (SK, thousands)

Acquirer Target Acquirer Target
Paired t-test Wilcoxon Paired t-test Wilcoxon

Sample 68 86 33 51

Revenue Average 21 557 315 2 502 347 0,0000 0,0000 66 182 031 14 420 241 0,0000 0,0000
Median 1 581 141 387 424 25 646 300 1 044 947

Total Assets Average 21 721 542 3 097 912 0,0000 0,0000 59 158 280 3 646 569 0,0000 0,0000
Median 1 744 908 353 096 19 889 100 782 871

EBITDA margin Average 12,91% 8,41% 0,0514 0,0010 16,25% 7,33% 0,0021 0,0003
Median 11,59% 8,27% 16,67% 9,48%

Market capitalization Average 25 812 278 2 515 276 0,0000 0,0000 144 443 945 3 683 060 0,0000 0,0000
Median 2 063 401 311 725 32 665 834 897 946

Market-to-book Average 3,73 2,81 0,0914 0,0186 5,36 2,80 0,0015 0,0000
Median 2,17 2,11 3,43 2,15

Leverage Average 53,01% 49,11% 0,1399 0,2368 56,25% 48,25% 0,0360 0,0449
Median 54,30% 51,11% 55,65% 50,79%

Acquirer Target Acquirer Target
Paired t-test Wilcoxon Paired t-test Wilcoxon

Sample 51 66 50 71

Revenue Average 27 020 257 3 850 482 0,0000 0,0000 48 456 517 9 790 904 0,0000 0,0000
Median 5 016 000 573 962 5 089 351 656 971

Total Assets Average 25 156 350 2 874 661 0,0000 0,0000 45 371 422 3 702 691 0,0000 0,0000
Median 3 718 100 457 427 4 973 975 670 840

EBITDA margin Average 13,47% 7,14% 0,0044 0,0016 14,97% 8,89% 0,0357 0,0004
Median 12,65% 7,77% 14,82% 9,45%

Market capitalization Average 43 425 249 1 799 024 0,0000 0,0000 95 637 406 4 139 723 0,0000 0,0000
Median 4 476 009 362 964 10 002 738 726 168

Market-to-book Average 4,60 2,76 0,0048 0,0005 4,19 2,84 0,0416 0,0034
Median 2,56 2,15 3,00 2,13

Leverage Average 55,06% 49,54% 0,0647 0,0640 53,36% 48,08% 0,0965 0,2596
Median 56,12% 49,91% 53,99% 53,28%

Difference
WorldScandinavian

Difference

Related
Difference

Unrelated
Difference

	
7.1.5 Financial Synergies – Leverage 

Cross-Sectional Regression - Financial Synergies

Adjusted R Observations

Leverage -0,0142 0,297 0,0037 0,0319 0,0579 136
[0,4644] [0,0045] [0,8811] [0,2013]

Intercept Pre-merger 
measure Related World

 
	
7.1.6 Financial Synergies – Tax Shield 
Tax Shield (SK, thousands) -5 -4 -3 -2 -1 1 2 3 4 5

Related
Observations 46 58 70 84 85 84 83 81 75 71
Average 144 383 59 217 50 630 60 636 62 322 17 973 41 089 24 113 33 985 34 782
Median 60 702 23 162 28 769 43 086 31 804 2 926 5 667 2 765 9 665 8 912

Unrelated
Observations 39 42 45 50 50 49 48 46 47 47
Average 72 934 60 517 56 206 78 343 54 653 29 732 35 046 29 564 44 299 27 145
Median 48 617 51 997 41 763 46 957 27 141 14 855 19 295 16 781 23 377 13 940

Pre-merger Post-merger Pre-merger Post-merger
Observations 84 84 0,0000 0,0000 49 49 0,0000 0,0000
Average 74 187 30 563 64 975 33 349
Median 37 000 5 525 42 315 16 781

Related Unrelated
Two Sample 

T-test
Wilcox. 

Signed  Test
Two Sample 

T-test
Wilcox. 

Signed  Test
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7.1.7 Limitations – Other perspectives 

	
 Appendix B 7.2

Dropbox link:  
 
https://www.dropbox.com/sh/rcqsccpybpfem1p/AABKA3EZ2ydZY9ScUKqLvhOpa?dl=0 
 
 


