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G FEgFS vHES  u|stEE Banz(1981)%] 7|t RE &2} Miller(1958) 2]
FAELA7E ARE HojAa e KOSPIAN S FHE 3 AlAE vebdo] gl it

Panel B8} Panel Ci= Feuver et al.(2003)¥} Khanna and Palepu(2000) A7 ZAz}e] 2|3}

O

ZpE A ] ko] w5dk WAIEA] Panel BollAi=  Debt-to-Asset ratio of acquiring
firm¥A =2} Small-size firm dummy® 7} 21421 ()¢ & Ho]H, Panel COA = Size of
acquiring firm¥ 7 7214 ()¢ #& Holal QT Feuver et al.(2003)2} Khanna and
Palepu(2000) A7+ Ao wE A3} o]zl LA Panel DA & Size of acquiring
firmAT7F F-94A ()8 #S Ho]il, Debt-to-Asset ratio of acquiring firmW¥ =
T4 FHY #E Eolut Small-size firm dummy¥ 5= Fo8HA &= FHY #s

BRIty o= AREAIRe] wAges ArAEzE] Folgdor @W Il uE

2tE mIke] fglo] FAEdt witoletd AEAIFY] HE FAuES #A2AZ
Zoju, olel uwhet W FAlel W Lt &d Fo] E7u AEol dAoineks
7Hd3ye AdF AAEt dod, WRE AR (20077 TS ARA A fre1 A<l

()8 #AE B, AR ZI9EdTE B FApEe] ZIgvd &SRS
FAulEol F& Zlolu Huzt B AolAANA F A Fro] FAHCoR v
WE Zol7h vEA] kvt RustdaA AES AQed, & AT s SHESE

A A FAuEe]l FoA khe BAE
Atk 2y AFA 5 wE Zgard Bt 2ol ARl ttestol] A= Size Dummy
"L"©] Debt-to-Assete] A CE AA YEFHTE webA] 2 AFolA = Moeller et
al.(2004)°] ARESE FEE AAVIAE sk FAH|Ee] dis Hae Aol AR
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A G AT ol F EHAE <Model 1>2] A S 7 5E& ol
= <Model 1>9] =M<l Debt-to-Asset ratio of acquiring firm®] A]7HE-g-2] =
B>Panel A>Panel D> Panel C)%} Moeller et al.(2004)°] AF&3t FRE A|Z7IAZ Sl
B Size dummy "S"Sh AEE] AASALE wep B ATl 71A2)%

7HA3)E A AstE O AEs SAE 7] fske] wakd] AR S AAISHSI T
<Table 5 around here>

4.4 FE I BE Ea¥e] dAdsE 73] A% a5IAEY 43

<3 6> KOSPI Ap2A|7ge] whge] wE A 3A1e] AqtRadte] AJWs7}t
FAjulEolm ol ZRH2) oA T FAjulEo] =2 AR VIYYTE M
AUA &7 B F Zlolm AEAFe] gte] wel O mdte EolEY A
Hold A& o435t Debt-to-Asset ratio of acquiring fim¥HFE WAPHFE 5o
U3 3] A4S AAISH Aio|th <Model 2>9] Panel A< Feuver et al.(2003)¥} Khanna and
Palepu(2000) A~ Aol ola Az3t Hojx|a = Ap2Aoln wrebs 3 F A9
mE Debt-to-Asset ratio of acquiring firme= 2] 4 <1 ¢F(+)9] #hs Holu} WAH 2] Small-
size firm dummy*Debt-to-Asset ratio of acquiring= 234 &= FHY #S Eo Model
1>9] Panel A9} T AJAHE-SS Holil It} Panel B8 Panel Ci= Feuver et al.(2003)3}
Khanna and Palepu(2000) A7 Az}l &t A A]e] dbgto] m)<sk Aot Panel
B4 w2 4?1 Small-size firm dummy*Debt-to-Asset ratio of acquoringi= Model 1>2] Panel
B A9 EHWQl Smallsize firm dummyX® 7} 3 AAF7E FoF oz At o2 M
< TR 7I9Lss M&ASY AUAads o F Zojvehe JH)E

SAE YA} Panel D= Feuver et al.(2003)¥} Khanna and Palepu(2000)

td

-2 1] &0

£
A A8k AHE

<

3 Moeller et al.(2004)0] A}E-3 ERE A A7 Z st Zav]Eo] W2 ttestd &

T2 Panel A Panel B Panel C Panel D
Size dummy "L" 1.113 2.900 0.644 0.854
Size dummy "S" 2475 5.357 1.509 1.735
Difference -1.361 -2.456 -0.865 -0.881
t-test -7.405™ -3.225™ -6.358™ -6.702"
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AT Aol ot A3t HoH AEA]AGo]th, whEkA Debt-to-Asset ratio of acquiring
firme= 74 FH) w2 7FA Y Small-size firm dummy*Debt-to-Asset ratio of acquiring =
oA e FHE #h= 7RI oA AREAIFe] AR ATk E o]
golgon Y FAO WE AT Ede felo] RAEY olzhd A4wARe

LA FARES AaAE Zlold, & Al wmE AR 3dE Fo A4

<Table 6 around here>

1
AFA SN et A adrt AdAow 7]l A g =5 FE
771 HA e A o
APAATE AAEY 1 A KOSPIA A M&AE 7<= A753 XA
AF7199 FFEdA  FASd I =HFAdES Holud UF PaneldlA &
7l =e] M&AE FAE W S8 =HFoES Hol KOSPINAEOIA M&A

TAAAZE & AeTIde FFeA HHE 2IFdES HolAe dus

Al 2 A7 A T8 AT Aye o Zrh A A, KOSPIA A
HA 1297 AEHH o7 BAsty glow, A3 Hojx L 9SS Feuver et al.(2003)3}

Khanna and Palepu(2000) 72432 &g = Qldth st RO SAAJ2 ou]oA
KOAPIA oAl M&AS HAZAQ #iol & w Hre vthdo] HH <kslE o

=]
g7 © #AA Moeller, Schlingemann, and Stulz(2004), W3
AGAztel gHFA o] WE LR adte 9aL gEuA s =
Effect Puzzle)o]2tal st dA|E 2ZAIES o] AAXNA HES sids gtk
AR, ApEAgo] whdE s A7kt do] golgow Al WE At R gt
A1l FAEAE EAstY FAuES FAaRE Qlato] FHFAe] wWE &

I
FasAu gdEe] Atk A& KoMl AR wEd A AZyHow
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Figure 1 M&A s A1Y 1 157199 23 EAR)H 2 232 E(CAR)

o] 1¥& 20019FE 2012744 SDC9 KRX7F AlF ek KOSPIA oA M&AE FAe 7Id% vE8d 7IdSs ddoz o
AL FH QAF7Ye 23959 E(Abnormal Return)AF1717F F<F ©ldte] F8t +A %349 E(Cumulative Abnormal Return)E YERA

ol gatglom AMH 7|FLL FAUL 7|FOF &19Th Panel AE 2001 E 2012d7F4] S FAE 1 &Eo] wAE v EFgd V)¢
A 1 mEo] A nFEE 719, Panel C 20053 5B 2008 d7MA] FH S FAIska 2 @Eo] @As v 719, Panel D
ago] A3 v g 7golth

Panel A Panel B
3.00% 3.00%
2.00% 2.00%
1.00% 1.00%
0.00% 0.00%
-1.00% -1.00%
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Panel D

3.00%

2.00%

1.00%

0.00%

=g AR e=fll==CAR

Panel C

6.00%

4.00%

2.00%

0.00%

=== AR === CAR
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Table 1 KOSPIA| oA M&A FAIAIA 157199 2959 &53 T4 29 F9E

o] ¥ 2001 d5-E 2012 d7F4 SDC9 KRX7} #1333k KOSPIA ZHoll 4] M&AS 34 &
ez I FAEH LA A 12037 AFAS M&A FAAES 7|FoR A4y
Rerurn)S AMAY 7502 AAZEA E ¥ (Market adjusted model)= ©] 83t FHst 1 ZoelE
sty G 72 2349 E(Cumulative Abnormal Return)®] YEE ttest-A Y5 HoAAF Al A4S E2 KOSPI
AFFAFES olgatgd o At VUL FALE JFoF ST Panel AE 20019RE 201249714 @S FAE
2 ®Eo] B3 uFEE 7190, Panel BE 2001dFE 20043704 WS TSkl 1 mEo] wHI wEeA 714,
Panel C&= 2005F-E 2008W7k4] 388 FAlsty 2 @go] WAS vla8d 719, Panel D= 2009 FE 2012714
TS FAISkAL 1 ao] WA HlggH vidoly e sk k= 217 1% 5%, 10% FoolA BAFROE oS

e gt
Event window Mean t-value Event window Meean t-value
Panel A
-10AR 0.001 1.000 CAR(-1,1) 0.014 7.014™
-9AR -0.001 -0.782 CAR(-2,1) 0.015 6.325™"
-8AR 0.002 1.601 CAR(-3,1) 0.016 6.417™
-TAR 0.000 0.009 CAR(-4,1) 0.018 6.789™"
-6AR 0.002 2.020"" CAR(-5,1) 0.019 6.424™"
-5AR 0.000 0.341 CAR(-6,1) 0.021 6.816™"
-4AR 0.002 2.011 CAR(-7,1) 0.021 6.517"
-3AR 0.002 2.105™ CAR(-8,1) 0.022 6.692"""
-2AR 0.000 0.158 CAR(-9,1) 0.021 6.194""
-1AR 0.004 4,122 CAR(-10,1) 0.022 6.407""
0AR 0.005 4477 CAR(1.10) 0.004 1.244
1AR 0.005 4.459™ CAR(-30,10) 0.021 4.808™"
Panel B
-10AR 0.003 1.157 CAR(-1,1) 0.006 1.409
-9AR -0.002 -0.753 CAR(-2,1) 0.009 2.098"
-8AR -0.001 -0.278 CAR(-3,1) 0.008 1.550
-TAR -0.002 -0.823 CAR(-4,1) 0.006 1.094
-6AR 0.000 0.031 CAR(-5,1) 0.008 1.341
-5AR 0.002 0.908 CAR(-6,1) 0.008 1.306
-4AR -0.002 -1.088 CAR(-7,1) 0.006 0.942
-3AR -0.001 -0.706 CAR(-8,1) 0.005 0.772
-2AR 0.004 1.849" CAR(-9,1) 0.003 0.470
-1AR 0.006 2.221" CAR(-10,1) 0.006 0.837
0AR -0.001 -0.297 CAR(1.10) 0.008 1.135
1AR 0.001 0.318 CAR(-30,10) 0.013 1.376
Panel C
-10AR 0.000 -0.130 CAR(-1,1) 0.026 5.752™"
-9AR 0.000 -0.168 CAR(-2,1) 0.022 4.438™
-8AR 0.005 2431 CAR(-3,1) 0.027 4.609™
-TAR 0.002 1.072 CAR(-4,1) 0.031 5.172™
-6AR 0.003 1.303 CAR(-5,1) 0.032 5.040™"
-5AR 0.001 0.464 CAR(-6,1) 0.035 52417
-4AR 0.005 2.557" CAR(-7,1) 0.037 5.270"
-3AR 0.004 2.140" CAR(-8,1) 0.042 5.726™"
-2AR -0.004 -1.882" CAR(-9,1) 0.041 5.539™"
-1AR 0.005 2.364"™ CAR(-10,1) 0.041 5497
0AR 0.012 4.766™" CAR(1.10) -0.007 -1.205
1AR 0.009 3.819™ CAR(-30,10) 0.025 2.793™
Panel D
-10AR 0.001 0.880 CAR(-L,1) 0.011 4.184™
-9AR -0.001 -0.481 CAR(-2,1) 0.012 4.022™
-8AR 0.000 0.302 CAR(-3,1) 0.014 4353
-TAR 0.000 -0.412 CAR(-4,1) 0.015 4.640™
-6AR 0.002 1.898" CAR(-5,1) 0.015 4018
-5AR -0.001 -0.425 CAR(-6,1) 0.017 4.453™
-4AR 0.002 1.378 CAR(-7,1) 0.016 4,168
-3AR 0.002 1.679" CAR(-8,1) 0.017 4.129™
-2AR 0.001 0.815 CAR(-9,1) 0.016 3.819™
-1AR 0.003 2.574™ CAR(-10,1) 0.017 3.980"
0AR 0.003 2.371° CAR(1.10) 0.009 2.225™
1AR 0.004 2.869™ CAR(-30,10) 0.022 3.793™
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Table2 = WFEof 3t 7= SAF

o] E& 2001'dHE 201237b7] SDCS KRX7F A &8 KOSPIA ol A M&AE A3 710% vBlF8d 71d&
ez 2 FAEH LT A 120378 Aol Qlol FHWs JAFTIHY AFEH ST VesATE
AABEL Utk FERFEAME CAR(LDS M&ATAA -1deA FAF 197419 2352859 74, CAR(-2,1)E
MEATAA 226ld FAFE 14K 25 Ee A, CARGIDE MEATAR 324 FAF 1979
ZH50 59 A, CAR(4,1)> M&AFTAIA 4dolX FAF 197b4 8] 23450529 F7, CAR(-5,1)> M&AFTAIA -
5AolA FAIF 197448 z2dFolES FAE WERY 14718 &30 E(Abnormal Rerun)s AFAY 7o R
ANAZH 2P Market adjusted model)S  ©] gl EFHHI 1 ZFFAES ARV B gdtel 1E
Y2 %749 & (Cumulative Abnormal Return)s T-3tITE A G4 EE KOSPI A5+ &S ol&3ton Ak 7Ede
AL AFoR gtk A571A0 ATA S4E vt S9uce 39e MeATA A9 WE ATAzel
A 319 t}. Firm size of market value of acquiring firm= $% ¥ A& 2 ¥%357] 2d W 7% KOSPIY HEFF 7|HFE7tE N3}
SAFE JDFIIEAS FEle] In(REFVDFIIER+SATE J|DFrEM o2 =43 7k, Firm size or book value of

[}

of acquiring firme FHIAIE Lx7] A A 71D AFFHEALY FAE TANMCE Fo] 54T 4k ROA of
acquiring firm= FHFAIE BRIV A AR JE AFLEHELS] Dol FAA o]l S8 gk, Total asset
turnover ratio of acquiring firmv T FAIE Hxd7] A AL 7N AFFHENY WENE TAAICE Yo SA%
%k, EBITDA by Asset ratio acquiring firm:= 3 3A1S 2 238l7] g7 A% 7|2 EBITDAS FAMIC R Uiro] ZA3E gt
Small-size firm dummy+: KOSPIO|A] & 2R3 7199 AAAE QLA A Aake H#ste] HgRoh Zow |,
1A ko™ 0, Diversification dummyi= SDC7} Al &3l Gle|ERtR 2] FHF5F Primary SIC CodeE NAICS Code®
Agsto] ekby] 2707F A& H o2 FAdstA RO 1, FUsE 0017, Panel Ax 2001 A 2012d7HA] & FAIEAL
T F&Eo] @A uFgd 7%, Panel BE 2001'd%-E 20043744 WS FAStE 1 &Ho] TS wEgd 74,
Panel C= 2005-E 2008A7bA & FAISt 2 &¥o] Ak ula§3 719, Panel Di= 20099 5-E 2012744
FHS TAEA 2 g¥o] RS uF§d 71Yolth

Variables FlrsF Mean Median Thlr.d Stapdgrd Samp le
quartile quartile deviation size
Panel A
CARC(-1,1) of acquiring firm -0.024 0.014 0.006 0.039 0.074 1293
CAR(-2,1) of acquiring firm -0.029 0.015 0.006 0.046 0.083 1293
CAR(-3,1) of acquiring firm -0.028 0.016 0.007 0.049 0.092 1293
CAR(-4,1) of acquiring firm -0.029 0.018 0.007 0.051 0.097 1293
CAR(-5,1) of acquiring firm -0.035 0.019 0.009 0.057 0.104 1293
Firm size of market value of acquiring firm 24.886 26.670 26.435 28.485 2.276 1293
Firm size or book value of acquiring firm 25.782 27.420 27.194 28.861 2.012 1293
Debt-to-Asset ratio of acquiring firm 0.310 0.471 0.474 0.616 0.206 1293
ROA of acquiring firm 0.010 0.028 0.043 0.081 0.167 1293
Total asset turnover ratio of acquiring firm 0.600 0.940 0.827 1.135 0.664 1293
EBITDA by Asset ratio acquiring firm 0.043 0.200 0.080 0.125 2.210 1293
Small-size firm dummy 0.000 0.737 1.000 1.000 0.440 1293
Diversification dummy 0.000 0.437 0.000 1.000 0.496 1293
Panel B
CAR(-1,1) of acquiring firm -0.034 0.006 0.000 0.031 0.064 258
CAR(-2,1) of acquiring firm -0.033 0.009 0.004 0.033 0.071 258
CAR(-3,1) of acquiring firm -0.034 0.008 -0.001 0.038 0.082 258
CAR(-4,1) of acquiring firm -0.041 0.006 -0.003 0.041 0.085 258
CAR(-5,1) of acquiring firm -0.039 0.008 0.000 0.048 0.090 258
Firm size of market value of acquiring firm 24.070 25.686 25.372 26.719 2.034 258
Firm size or book value of acquiring firm 25.656 27.097 26.802 28.599 1.841 258
Debt-to-Asset ratio of acquiring firm 0.388 0.526 0.525 0.651 0.207 258
ROA of acquiring firm 0.008 0.033 0.032 0.074 0.128 258
Total asset turnover ratio of acquiring firm 0.654 0.949 0.856 1.085 0.564 258
EBITDA by Asset ratio acquiring firm 0.060 0.688 0.097 0.143 4.921 258
Small-size firm dummy 1.000 0.771 1.000 1.000 0.421 258
Diversification dummy 0.000 0.492 0.000 1.000 0.501 258
Panel C
CAR(-1,1) of acquiring firm -0.017 0.026 0.017 0.058 0.090 393
CAR(-2,1) of acquiring firm -0.022 0.022 0.014 0.059 0.100 393
CARC(-3,1) of acquiring firm -0.027 0.027 0.015 0.065 0.115 393
CAR(-4,1) of acquiring firm -0.023 0.031 0.021 0.068 0.120 393
CAR(-5,1) of acquiring firm -0.030 0.032 0.023 0.075 0.127 393
Firm size of market value of acquiring firm 24.561 26.273 26.023 28.035 2.124 393
Firm size or book value of acquiring firm 25.219 26.719 26.531 28.142 1.895 393
Debt-to-Asset ratio of acquiring firm 0.334 0.485 0.493 0.627 0.210 393
ROA of acquiring firm 0.011 -0.004 0.047 0.072 0.239 393
Total asset turnover ratio of acquiring firm 0.639 0.958 0.866 1.229 0.591 393
EBITDA by Asset ratio acquiring firm 0.040 0.072 0.080 0.123 0.103 393
Small-size firm dummy 0.000 0.585 1.000 1.000 0.493 393
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Diversification dummy 0.000 0.425 0.000 1.000 0.495 393
Panel D

CAR(-1,1) of acquiring firm -0.024 0.011 0.004 0.034 0.066 642
CAR(-2,1) of acquiring firm -0.029 0.012 0.003 0.039 0.075 642
CAR(-3,1) of acquiring firm -0.026 0.014 0.005 0.041 0.079 642
CAR(-4,1) of acquiring firm -0.027 0.015 0.006 0.047 0.083 642
CAR(-5,1) of acquiring firm -0.034 0.015 0.004 0.050 0.093 642
Firm size of market value of acquiring firm 25.356 27.309 27.066 28.945 2.264 642
Firm size or book value of acquiring firm 26.304 27.943 27915 29.403 1.997 642
Debt-to-Asset ratio of acquiring firm 0.272 0.440 0.455 0.589 0.197 642
ROA of acquiring firm 0.009 0.044 0.045 0.086 0.117 642
Total asset turnover ratio of acquiring firm 0.527 0.925 0.803 1.114 0.740 642
EBITDA by Asset ratio acquiring firm 0.037 0.081 0.071 0.119 0.093 642
Small-size firm dummy 1.000 0.816 1.000 1.000 0.388 642
Diversification dummy 0.000 0.422 0.000 1.000 0.494 642
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Table3 71T R AT 2 thsiggel B Q57199 ATH 54

o] iz 2001HH 201297k SDCF KRX7} #1838 KOSPIA &elX M&AE & h‘z < Heed 719e

Adog 1 FAaEFe] AT Al 1,2037F ARzl 3lo] VAt EA I} E}Z‘ﬂ o ATS AdRgstn

7199 AFH EANFE AHFER 3 SYIEE ttestZFoTh A571919 = E*é% ey = 549
> M&AFTA Ad d% AFAR ZABITE Firm 51ze(market)~ A FAE t”'jé}ﬂ A dx 713 KOSPIg]
T 7SFNE AT AT VEFIE RS Tt La(E TRt A+ AT VEFrtE R A4S g, Fim
size(book)i= KOSPICIA] 3-& Wxst 7|¢le HHJAE Zﬂ‘j AE|EARe] TRt LnoE F74 3 gk, Debt-to-Asset
FHEAE SR A A% 71D AT RS FAE SANCE re] 5% 7k ROAT FHFAIE Hxs))
A4 A& 7 ALY Bl dE FAME Hre]l ST gL, Total asset tumovers $ I AIE EESH] A
AL 71 A dede] mMEds FAMoR vrol 543 gk EBITDA by Asseti= S5 AlE sy A
71 EBITDAE FTAAFO R o] Z73t 7k, Size Dummy: KOSPIOA &S wharsh 7]%;]4 AR AL AEFE EAC
AAbE Htste] HERoE oW s, A% "L", Diversification dummy+ SDC7} XI]J—O]-L dlolEbA R ¢ A X35 Primary
SIC CodeZ NAICS Code® Zghslo] <At 277 &Koz FAdsx ¢gkowd "y, FA3HE "N"o]v, Panel A:
2001 FE 2012@7b4] W& FAISHL 1 &Ho| H“gﬂ HEZ§d 714, Panel B 200195-E 2004374 &
FAetaL 1 mEo] HAE uFgP 714, Panel C= 2005 3B 2008 3A7H4] S FAISaL 1 ago] WA vjEgd
7144, Panel D= 2009 -] 2012 d7kA] &S FA|ISFaL 22 o] 2% v F§d 7]?;10]E}. wkk kk ki= ZhZ) 1o 5%, 10%
Tl FAACE Fo8E e itk

Section Sample Firm size Firm size Debt-to- ROA Total asset EBITDA by
size (market) (book) Aseet turnover Asset
Panel A

Total 1293 26.670 27.402 0471 0.028 0.940 0.200

Size L 340 28.585 29.181 0.504 0.011 0.934 0.094
Dummy S 953 25.987 26.767 0.459 0.033 0.942 0.238
Difference 2.597 2414 0.045 -0.022 -0.008 -.144

t-tset 18.158™ 19.346™ 3.3417 -1.600 -0.208 -1.723"

Diversification Y 565 26.695 27.477 0.502 0.008 0.961 0.305
Dummy N 728 26.651 27.344 0.447 0.043 0.923 0.118
Difference 0.045 0.133 0.055 -0.035 0.038 0.187

t-test 0.351 1.178 4.823™" -3.438™" 0.990 1.349

Panel B

Total 258 25.686 27.097 0.526 0.033 0.949 0.688

Size L 59 28.233 29.613 0.591 0.045 1.141 0.127
Dummy S 199 24.931 26.351 0.507 0.030 0.893 0.855
Difference 3.303 3.263 0.085 0.015 0.248 -0.727

t-tset 14.969™ 22.785™" 2.792"* 0.783 2.030™ -1.832°

Diversification Y 127 25.591 26.996 0.549 0.020 1.011 1.113
Dummy N 131 25.777 27.195 0.504 0.046 0.890 0.277
Difference -0.186 -0.199 0.044 -0.025 0.121 0.836

t-test -0.733 -0.868 1.724" -1.581 1.724° 1.349

Panel C

Total 393 26.273 26.719 0.485 -0.004 0.958 0.072

Size L 163 27.307 27.769 0.517 -0.036 0.901 0.074
Dummy S 230 25.540 25.974 0.462 0.019 0.998 0.072
Difference 1.767 1.795 0.055 -0.055 -0.097 0.002

t-tset 8.291™" 9.731"" 2.563™ -1.981™ -1.609 0.210

Diversification Y 167 26.407 26.798 0.496 -0.046 0.881 0.064
Dummy N 226 26.174 26.660 0.476 0.028 1.015 0.078
Difference 0.233 0.137 0.021 -0.075 -0.134 -0.014

t-test 1.059 0.698 0.966 -2.735™ -2.233" -1.253

Panel D

Total 642 27.309 27.943 0.440 0.044 0.925 0.081

Size L 118 30.524 30.914 0.443 0.059 0.877 0.104
Dummy S 524 26.585 27.274 0.440 0.041 0.936 0.076
Difference 3.940 3.641 0.004 0.018 -0.059 0.028

t-tset 28.841™ 36.133™ 0.177 2.503™ -1.342 2.997"

Diversification Y 271 27.390 28.121 0.484 0.036 0.988 0.075
Dummy N 371 27.249 27.813 0.409 0.051 0.879 0.086
Difference 0.142 0.308 0.075 -0.015 0.109 -0012

t-test 0.798 1.933" 4817 -1.523 1.721° -1.616
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Table 4 7] AF R Alet Bl pghed ol wa 1711 o] AguEE-2] Apoli

i 2001956 201237H4] SDC®F KRX7F A 33F KOSPIA ol M&AS A% 7195 vl567A 71de
SAla=goe] WA AAl 120370 Abzdel o] G EAGE tstgH ol R Jds JAdWesta
ES AW 3 SHIEE ttestdHolth CAR(-1,1)S MEAFTAIA -19ox FAIF 19744 9] Z 3ol &9
D2 MEATAIE 2ol A FAIF 147149 2949 &2 7], CAR(-3,1)> M&AFT A 3ol A+
190744 9] 231520159 FA, CAR(4,1DS MEAZAA 4ol BAE 127479 2345080 *FA], CAR(-S1)E
M&ATAIA 5UAA FAIE 197042 23552 FAE YehdY A45719 2] 2342 E(Abnormal Rerurn)S A1
71E0 R ANFZHEEHMarket adjusted model) ©]g3te] FAHS 1 2HFES ARZIE B G T
Y2 %749 & (Cumulative Abnormal Return)s T-3tITE A G4 EE KOSPI A5+ &S ol&3ton Ak 7Ede
TAYS 7= 72 33Tl Market reaction to M&A by firm size of book value:= KOSPII A WS %3 7|19 HAAE
AFFe| mge] AARS Hdste] HFRo 3 "Large" 29 "Small", Market reactions to diversified and non-diversified
M&AE SDC7} Al &&= dlolet A8 2 H R 3EZF Primary SIC CodeS NAICS Code® A 3alo] okztg] 2707 d&4 o7
FUslA ko "Diver", TU3H "Non-diver"©] ™, Panel Ax= 2001'dF-E] 2012@7F4] S FAISFaL 1 @ o] whAlsH
Hl =87 714, Panel B 2001 dFE 200474 388 FAlsta 2 &¥o] '2AS Hl587 7]1%, Panel C= 2005 F-E]
2008 7HA] TS FAET 7 &Eo] S B EFFH 714, Panel DE 20099 F-E 2012971A] WS FAStA 1
ao] WAsE uFFY s)golrf. ek sk k= ZhZ} 19 5%, 10% FaolA BAFOR F98-S veh o o

% o

Section Market reaction to M&A by firm size of book value Market reactions to diversified and non-diversified M&A
Large Small Differ t-value Diver Non-diver Differ t-value
Panel A
CAR(-1,1) 0.005 0.018 -0.013 -3.075™ 0.008 0.019 -0.011 -2.745™"
CAR(-2,1) 0.004 0.018 -0.014 -2.949™ 0.009 0..019 -0.010 -2.312"
CAR(-3,1) 0.007 0.020 -0.013 -2.537" 0.011 0.021 -0.010 -2.002"
CAR(-4,1) 0.009 0.022 -0.013 -2.227™ 0.011 0.024 -0.013 -2.422™
CAR(-5,1) 0.009 0.022 -0.013 -2.063™ 0.011 0.025 -0.014 -2.365™
Panel B
CAR(-1,1) -0.012 0.011 -0.023 -3.021™" -0.003 0.014 -0.017 -2.168™
CAR(-2,1) -0.009 0.015 -0.023 -2.685™ 0.002 0.017 -0.015 -1.667"
CAR(-3,1) -0.011 0.013 -0.024 -2.683"™" -0.004 0.019 -0.023 -2.235™
CAR(-4,1) -0.012 0.011 -0.023 -2.292™ -0.004 0.015 -0.019 -1.801"
CAR(-5,1) -0.015 0.014 -0.029 -2.701" -0.003 0.017 -0.020 -1.785"
Panel C
CAR(-1,1) 0.016 0.033 -0.017 -1.877 0.027 0.025 0.002 0.199
CAR(-2,1) 0.014 0.029 -0.015 -1.472 0.023 0.022 0.001 0.075
CAR(-3,1) 0.019 0.032 -0.013 -1.093 0.032 0.023 0.010 0.834
CAR(-4,1) 0.025 0..036 -0.011 -0.920 0.037 0.027 0.011 0.858
CAR(-5,1) 0.028 0.036 -0.008 -0.594 0.037 0.029 0.008 0.636
Panel D
CAR(-1,1) -0.002 0.014 -0.016 -3.464™ 0.002 0.017 -0.016 -3.155™
CAR(-2,1) -0.002 0.015 -0.017 -3.528™ 0.003 0.018 -0.015 -2.682""
CAR(-3,1) -0.002 0.017 -0.019 -3.749"" 0.004 0.021 -0.017 -2.814™
CAR(-4,1) -0.003 0.019 -0.022 -4.091" 0.002 0.025 -0.023 -3.743™
CAR(-5,1) -0.005 0.019 -0.024 -3.978™" 0.001 0.025 -0.024 -3.350™"
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Table 5 AH2AI 9] kel e FWFA 2itRasts A
A

4 B we

Tn

o] ¥ 2001 A5 20127A] SDCS KRX7} Al &3 KOSPIN Ao/l M&AS FAISH 7195 vS§3 719
oz I FAEgoe] A A 1,2037] Abzdel Qo] KOSPI AREA|e] wddke] wE IPFAIS] AtRaTe}
A -4 ":”“Bi Foll qlo] abHA AAAEgS Fsy] 8l HAAS tEE AR AAISE Adoltt. FEWMST CAR(-
LD M&AFAIZA -1dellA] FAISF 19704 9] 205952 7, CAR(-2,1)S M&AFTAIA 290lA FAF 14714 <]
Z ol E A, CAR(SI)‘_ M&AF A -3 elA FAIF 197419 275959 F, CAR(4,1) M&AFAIA -
4ol A FAISF 10177]'7‘]«] 2ol &S] T, CAR(5,1)S MEAFAIZA 5YNA FAISF (L7148 205982 FAE
YehgE Q147199 4*01€(Abnorma1 Rerum)& AR 7|F0 % A E7 B3 (Market adjusted model)&  ©]-8-3}0]
S8kl O 2RI ES ARV b Hste g TZJEJ/}}\O]EF(Cumulatlve Abnormal Return)&  7-3F3itt.
"]72}/\91]%& KOSPI *]—’F—’F e o]%o}oﬂo‘ﬂ A 7S FAYE VI E §glh 7199 AFH BEAE
Uetilles 53 542 A3>l ] A8 de AFAgedl 24 O}Oiﬂr size of acquiring firm= J%‘ TAE ”“75}7] Rl
== 7] u} KOSPIO] H 7] U]—Z7],&oﬂ 7]_ (s} A—]Z ] _,_ ].%O_l‘ig 6‘]—01—0% LH(E.O ]U]—Z7]_ioﬂ+ /K-]_,_
ZNEFrIE o R F43 gk, ebt to-Asset ratio of acquiring firmi= FHFAIE YES7] AW A% 7Y AFAFH RS
FAE FAAACZ YFo] F43 FL, ROA of acquiring firmis THIAE Lx37] AW A% 71E AFAEEA
F710l s A Urol S48 3, Total asset turnover ratio of acquiring fime S IAS 2Ry Ad dx 7w
AFAFH L] wEdS FAEo R o] 5743 3L, EBITDA by Asset ratio acquiring firm= 3 Al & %5{3}71 27
AE 7] EBITDAZS ZXALOE U}iyof i@a' %k, Small-size firm dummy: KOSPIO|A ¥ S w3t 7|19 A HAdx
AT EALY] AakS Hsle] HEro How 1, %2 9o 0, Diversification dummy: SDC7} A3 3=
HolElA 59 AW EEZ Primary SIC Codes NAICS Code® #&alo] obAtg] 27071 d&dow FAshx ¢god |,
FYdstd oolt) o] thF3|AE A CARi= a;+ BFirmsize + j3,Debt-to-asset + 53 ROA+ S, Total Asset Turnover + 3 s
EBITDA margin + S 4 Small-size firm dummy + J ; Diversification dummy ©]™ Panel A& 2001d5E 2012d7k4] &
SABFAL 2 ago] HAYS BlFE7 714, Panel B 2001 dF-E 20043714 TS FAISL 1 dmEo] LA vl % v;q
714, Panel Ci= 2005-E 2008d7k4 S FAIeta 1 &fo] @A4% HjFgA 7], Panel D= 2009 4-E
20123704 & FAlek 1 mEo] WS BlgE W TIdoltt wxx wk xm ZEZE 1%, 5%, 10% TEolA BAYLR

frol s YErda Qi

ol-ﬂlz_]o

Model 1 CAR(-1,1) CAR(-2,1) CAR(-3,1) CAR(-4,1) CAR(-5,1)
Panel A :
Intercept 0.135 0.114 0.104 0.097 0.137
(3.998) (3.008) (2.457) (2.182) (2.875)
Size of acquiring firm -0.005™" -0.004™" -0.004™ -0.003™ -0.005™
(-4.113) (-3.251) (-2.532) (-2.212) (-2.928)
Debt-to-Asset ratio of acquiring firm 0.020" 0.031™ 0.026" 0.029™ 0.030"
(1.834) (2.507) (1.884) (2.020) (1.920)
ROA of acquiring firm 0.015 0.018 -0.015 -0.030 -0.010
(1.034) (1.129) (-0.828) (-1.602) (-0.507)
Total asset turnover ratio of acquiring firm -0.001 -0.002 -0.002 -0.001 -0.001
(-0.414) (-0.436) (-0.381) (-0.175) (-0.288)
EBITDA by asset ratio of acquiring firm 0.000 0.000 0.000 -0.001 0.000
(0.012) (-0.030) (-0.269) (-0.425) (-0.212)
Small-size firm dummy 0.001 0.004 0.005 0.006 0.002
(0.235) (0.624) (0.765) (0.818) (0.274)
Diversification dummy -0.011™ -0.011™ -0.012™ -0.015™" -0.015™"
(-2.762) (-2.413) (-2.300) (-2.788) (-2.637)
F-value 5.581 4.589 4.108 4.852 4.343
(P-value) (0.000) (0.000) (0.000) (0.000) (0.000)
R square 0.024 0.019 0.017 0.020 0.018
Panel B :
Intercept -0.065 -0.082 -0.071 -0.198 -0.161
(-0.692) (-0.777) (-0.593) (-1.581) (-1.210)
Size of acquiring firm 0.001 0.002 0.002 0.006 0.005
(0.451) (0.490) (0.431) (1.418) (1.024)
Debt-to-Asset ratio of acquiring firm 0.048™ 0.075™" 0.064™ 0.073” 0.070™
(1.970) (2.794) (2.079) (2.271) (2.070)
ROA of acquiring firm 0.068" 0.082" 0.072 0.079 0.070
(1.792) (1.939) (1.478) (1.566) (1.317)
Total asset turnover ratio of acquiring firm -0.010 -0.015" -0.017 -0.020™ -0.018"
(-1.318) (-1.884) (-1.845) (-1.992) (-1.706)
EBITDA by asset ratio of acquiring firm -0.001 -0.001 -0.001 -0.002" -0.002
(-0.884) (-1.097) (-1.137) (-1.746) (-1.358)
Small-size firm dummy 0.031" 0.034™ 0.033" 0.047" 0.048"
(2.125) (2.060) (1.768) (2.408) (2.329)
Diversification dummy -0.015 -0.013 -0.020" -0.015 -0.017
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(-1.921) (-1.451) (-1.964) (-1.408) (-1.490)
F-value 2.380 2.543 2.264 2273 2.100
(P-value) (0.023) (0.000) (0.030) (0.029) (0.044)
R square 0.036 0.040 0.033 0.034 0.029
Panel C :
Intercept 0.247 0.211 0.256 0.217 0.260
(3.221) (2.442) (2.593) (2.102) (2.377)
Size of acquiring firm -0.009" -0.008™ -0.010™ -0.008™ -0.010™
(-3.291) (-2.556) (-2.664) (-2.191) (-2.421)
Debt-to-Asset ratio of acquiring firm 0.028 0.014 0.013 0.022 0.021
(1.117) (0.509) (0.408) (0.669) (0.589)
ROA of acquiring firm 0.031 0.009 -0.021 -0.032 -0.015
(1.071) (0.284) (-0.554) (-0.824) (-0.364)
Total asset turnover ratio of acquiring firm 0.001 0.008 0.006 0.011 0.010
(0.164) (0.895) (0.525) (0.998) (0.813)
EBITDA by asset ratio of acquiring firm 0.025 0.067 0.082 0.054 0.073
(0.396) (0.956) (1.014) (0.647) (0.823)
Small-size firm dummy 0.001 0.000 -0.002 -0.001 -0.008
(0.094) (0.026) (-0.150) (-0.048) (-0.505)
Diversification dummy 0.006 0.005 0.012 0.012 0.011
(0.675) (0.489) (1.007) (0.947) (0.828)
F-value 2.382 1.607 1.847 1.947 1.534
(P-value) (0.021) (0.132) (0.077) (0.061) (0.154)
R square 0.024 0.011 0.015 0.017 0.009
Panel D :
Intercept 0.111 0.094 0.042 0.076 0.120
(2.175) (1.612) (0.685) (1.176) (1.661)
Size of acquiring firm -0.004" -0.003" -0.002 -0.003 -0.004"
(-2.246) (-1.767) (-0.821) (-1.298) (-1.845)
Debt-to-Asset ratio of acquiring firm 0.027" 0.043"™ 0.044™" 0.050™" 0.052"™"
(1.927) (2.656) (2.568) (2.782) (2.622)
ROA of acquiring firm 0.011 0.013 -0.024 -0.043 -0.021
(0.420) (0.438) (-0.759) (-1.321) (-0.596)
Total asset turnover ratio of acquiring firm 0.000 -0.002 -0.001 -0.002 -0.004
(-0.024) (-0.351) (-0.215) (-0.416) (-0.670)
EBITDA by asset ratio of acquiring firm -0.029 -0.034 -0.019 -0.003 0.018
(-0.836) (-0.842) (-0.442) (-0.064) (0.354)
Small-size firm dummy 0.000 0.003 0.012 0.010 0.007
(0.033) (0.327) (1.067) (0.883) (0.550)
Diversification dummy -0.017"" -0.018™" -0.020™" -0.027"" -0.027°"
(-3.298) (-2.965) (-3.171) (-4.069) (-3.584)
F-value 4.132 3.890 3.752 5.453 4.534
(P-value) (0.000) (0.000) (0.001) (0.000) (0.000)
R square 0.033 0.031 0.029 0.046 0.037
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Table 6 AFtA]g ko] w2 F A fREIel T Ay

o] ®i= 2001 dH-E] 20123744 SDC®F KRX7F Al 5-3 KOSPIA FollA M&AS A3 7195 vE§A 7192
Odo® 7 FAagoe] dAe Axl 1,2937] Abzdel Qlo] AHEARS] Wdde] mE FHFAIL] AR aETS] AJRFE
AFA 54dFolA tystaxt wAATE FANMTE AMEEY OFIAwAe AAS Aol FHUST CAR(-
L1 M&AFTAA 14X FAF 19744 9] 23579059 F7, CAR(-2,1)E M&AFTAIA 29olA FAF 14974 ¢]
275 E A, CARC3, DS M&ATAIZA 3YolA FAF 1947129 235982 F7, CAR(4,1)Z M&AFTAA -
440 FAIE 19714 9] 2HFE2] A, CAR(S,1)S MEAFT A 5LoA] FAIE 171X =0 ES] FAE
el Q4702 2349 E(Abnormal Rerurn)S AMAY 7]FEo @ A4 ¥ (Market adjusted model)s ©] 83}
A%ty 1 =AY ES ARV Bk detel 8 78 2349 E(Cumulative  Abnormal Return)S ST
A gl B KOSPI AFFolES o)&3lglom Al UL FAYS V|FoZ 39tk A471de AFd 548
Yehds SRS 54 M&ATA A di AFARRl 28T size of acquiring firm= FE IS Wsy] AA

7]k

d:  71Y¥ KOSPIY WEF V|EFUtEda eAF DF7tEAE Fste]  Ln(R 72T A+ AT
7NEF7E MO E S48 Fh, Debt-to-Asset ratio of acquiring firmi= FHFAIE FEF7] A AT 7T AFFEHEAS
BAE FAACRE ol 543 gk, ROA of acquiring firms T IAIE THS] Ad A% 7S AFAFEH R

F71Eolds FAE Ure] 5738k 7k, Total asset turnover ratio of acquiring firm= HHFAE Hxs7] AW dx 7E
AFFEEge] MENS FARECE o] 73 7k, EBITDA by Asset ratio acquiring firmi= FH 3 AIE wasty] 2
A% 7% EBITDAS FAMAFOZ UiFo] Z74 3 7k, Small-size firm dummy * Debt-to-Asset ratio of acquiring firmt KOSPI®||A]
S-S us 7o AAAL AFAFE T AAS HHEEte] HE R Ao 1, 718X o 09 Debt-to-Asset ratio
of acquiring firmE W 2Fste] =73k FL, Diversification dummy * Debt-to-Asset ratio of acquiring firmi= SDC7} A& 3=
Holelx 29 AW EFEZ Primary SIC CodeZ NAICS Code® #ghalo] <atz] 2707F d&xoz Fdshx ¢kod 1,
FY3lA 00l Debt-to-Asset ratio of acquiring firmS 1w x}sle] 543t gholw, o] t}F53] AR 2] CAR= «;+ B, Firmsize+
B » Debt-to-asset + /33 ROA + [, Total Asset Turnover + /s EBITDA margin + S ¢ Small-size firm dummy*Debt-to-asset + 5 7
Diversification dummy* Debt-to-asset®] ™ Panel A& 2001'dH-E] 2012W@7F4] W& FAlsta 7 a8o] @AsE v ZgH 7|4,
Panel BE 2001'd4-E]l 20043714 @& FAata 7 &go] A vg§d 71, Panel CE 2005\ dHE 2008 7HA]
TS TAsk 2 &=e] B v FE T 719, Panel D& 2009 FE 20129742 $HE FAStA I &Eo] A
B ZGH Z]Qolu}. #xx *x *= ZL7} 1% 5% 10% FolA BAZHCZ {282 Yyela Qo)

Model 2 CAR(-1,1) CAR(-2,1) CAR(-3,1) CAR(4,1) CAR(-5,1)
Panel A :
Intercept 0.118 0.098 0.090 0.084 0.117
(3.977) (2.963) (2.438) (2.155) (2.792)
Size of acquiring firm -0.004"* -0.004""* -0.003™ -0.003™ -0.004"*
(-3.879) (-3.009) (-2.327) (-2.040) (-2.713)
Debt-to-Asset ratio of acquiring firm 0.023" 0.029™ 0.024 0.030" 0.035"
(1.698) (1.965) (1.421) (1.706) (1.871)
ROA of acquiring firm 0.008 0.011 -0.023 -0.039™ -0.019
(0.550) (0.641) (-1.251) (-2.029) (-0.935)
Total asset turnover ratio of acquiring firm -0.001 -0.001 -0.001 -0.001 -0.001
(-0.368) (-0.405) (-0.348) (-0.124) (-0.231)
EBITDA by asset ratio of acquiring firm 0.000 0.000 0.000 -0.001 0.000
(-0.011) (-0.058) (-0.284) (-0.417) (-0.209)
Small-size firm dummy * Debt-to-Asset ratio of acquiring firm 0.011 0.017 0.019 0.019 0.013
(1.086) (1.496) (1.505) (1.422) (0.933)
Diversification dummy * Debt-to-Asset ratio of acquiring firm -0.022"" -0.022"" -0.025™ -0.0317" -0.032""
(-2.752) (-2.466) (-2.421) (-2.956) (-2.829)
F-value 5.739 4.904 4.445 5.202 4.613
(P-value) (0.000) (0.000) (0.000) (0.000) (0.000)
R square 0.025 0.021 0.018 0.022 0.019
Panel B :
Intercept -0.026 -0.038 -0.029 -0.115 -0.081
(-0.342) (-0.453) (-0.307) (-1.147) (-0.767)
Size of acquiring firm 0.001 0.001 0.001 0.004 0.003
(0.207) (0.270) (0.215) (1.058) (0.682)
Debt-to-Asset ratio of acquiring firm 0.020 0.042 0.039 0.031 0.027
(0.764) (1.427) (1.163) (0.866) (0.733)
ROA of acquiring firm 0.065 0.080" 0.067 0.076 0.067
(1.715) (1.887) (1.382) (1.500) (1.243)
Total asset turnover ratio of acquiring firm -0.008 -0.013 -0.015 -0.017" -0.015
(-1.012) (-1.608) (-1.544) (-1.681) (-1.389)
EBITDA by asset ratio of acquiring firm -0.001 -0.001 -0.001 -0.002 -0.002
(-0.768) (-1.006) (-1.015) (-1.526) (-1.160)
Small-size firm dummy * Debt-to-Asset ratio of acquiring firm 0.048"™ 0.052"™ 0.050" 0.064™ 0.068™
(2.193) (2.149) (1.792) (2.212) (2.213)
Diversification dummy * Debt-to-Asset ratio of acquiring firm -0.028" -0.024 -0.038™ -0.031 -0.035"

(-1.949) (-1.477) (-2.064) (-1.631) (-1.731)
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F-value 2.511 2.666 2.400 2.301 2.203
(P-value) (0.016) (0.011) (0.022) (0.027) (0.035)
R square 0.040 0.043 0.037 0.034 0.032
Panel C :
Intercept 0.234 0.199 0.242 0.209 0.247
(3.262) (2.458) (2.610) (2.160) (2.415)
Size of acquiring firm -0.009"" -0.007™ -0.009" -0.008™ -0.009™
(-3.163) (-2.451) (-2.542) (-2.124) (-2.368)
Debt-to-Asset ratio of acquiring firm 0.016 0.005 0.001 0.011 0.017
(0.584) (0.1660 (0.015) (0.288) (0.449)
ROA of acquiring firm 0.030 0.008 -0.019 -0.030 -0.010
(0.976) (0.228) (-0.490) (-0.731) (-0.236)
Total asset turnover ratio of acquiring firm 0.001 0.008 0.006 0.011 0.010
(0.146) (0.877) (0.522) (0.993) (0.838)
EBITDA by asset ratio of acquiring firm 0.023 0.066 0.078 0.051 0.068
(0.371) (0.938) (0.964) (0.604) (0.757)
Small-size firm dummy * Debt-to-Asset ratio of acquiring firm 0.013 0.010 0.007 0.006 -0.008
(0.631) (0.442) (0.279) (0.230) (-0.295)
Diversification dummy * Debt-to-Asset ratio of acquiring firm 0.015 0.012 0.025 0.024 0.023
(0.841) (0.576) (1.073) (0.970) (0.875)
F-value 2.476 1.649 1.877 1.961 1.527
(P-value) 0.017 0.120 0.072 0.059 0.157
R square 0.026 0.011 0.015 0.017 0.009
Panel D :
Intercept 0.088 0.071 0.035 0.054 0.088
(2.153) (1.528) (0.715) (1.051) (1.527)
Size of acquiring firm -0.003™ -0.003 -0.001 -0.002 -0.003
(-2.109) (-1.580) (-0.739) (-1.072) (-1.595)
Debt-to-Asset ratio of acquiring firm 0.034" 0.044" 0.037 0.045" 0.050"
(1.678) (1.893) (1.480) (1.758) (1.753)
ROA of acquiring firm 0.007 0.009 -0.026 -0.047 -0.027
(0.272) (0.307) (-0.853) (-1.472) (-0.753)
Total asset turnover ratio of acquiring firm 0.000 -0.001 -0.001 -0.002 -0.003
(0.045) (-0.293) (-0.171) (-0.357) (-0.606)
EBITDA by asset ratio of acquiring firm -0.032 -0.037 -0.023 -0.008 0.012
(-0.907) (-0.935) (-0.530) (-0.176) (0.235)
Small-size firm dummy * Debt-to-Asset ratio of acquiring firm 0.009 0.018 0.031 0.034 0.032
(0.565) (0.952) (1.546) (1.611) (1.342)
Diversification dummy * Debt-to-Asset ratio of acquiring firm  -0.035™"" -0.037"" -0.042"" -0.055™" -0.055™"
(-3.205) (-3.003) (-3.228) (-4.023) (-3.366)
F-value 4.078 4.032 3.994 5.664 4.796
(P-value) (0.000) (0.000) (0.000) (0.000) (0.000)
R square 0.033 0.032 0.032 0.048 0.040
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