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Do Corporate Mergers Create Benefit for

Shareholders?

Hsien-Hao Ting Len-Kuo Hu Shuang-Shii Chuang

Abstract

This study investigate the domestic merges took over between 1999 and 2005 in
Taiwan, to observe whether merges create benefit for acquirers’shareholders. We
investigate whether merges create benefit for acquirers’shareholders in two different
point of view: First, whether there exists abnormal return of the acquirers’stock price.
Second, whether the acquirers’return on equity progress after merges. We find that the
acquirers’stock price indeed have positive abnormal return in the short-term, but zero or
negative abnormal return in the long-term. This conclusion is consistent with most prior
researches, and this result revealed the market investors’ overestimate of the merge
synergy in the short-run. With regard to the progress of the return on equity,
non-electronic industries outperform electronic industry. In fact, the progresses of return
on equity of acquirers in electronic industry are worse than those of non-acquirers in
electronic industry on average.

Keywords - Merge and Acquisition, Cumulative Abnormal Return, Return on Equity
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