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ABSTRACT

The realm of multinational firms has expanded beyond those established in developed nations due to the
advent of globalization. Multinationals in emerging markets, often called EMMs, have contributed a
significant share to global economic growth by engaging in cross-border acquisitions. However, unlike
developed market firms, EMMs face legitimacy challenges while expanding overseas. Considering these
challenges, several aspects related to the performance of cross-border acquisitions (CBAs) initiated by

EMMs require closer examination.

Using data of acquisitions announced by listed firms in five emerging economies: Brazil, Russia, India,
China, and South Africa (BRICS) from 2005-2021, the present study investigates distinct performance
outcomes through different stages of the acquisition process. The first performance outcome that this study
evaluates is the response generated by the acquirer's stock market upon the announcement of the CBA
deal. Next, the study investigates deal, firm, and country-specific determinants influencing the likelihood
of acquisition completion and the duration of an announced acquisition. Further, the study introduces three
moderating variables derived from the acquisition press release: qualitative information (declared deal
motive), quantitative information (percent of information disclosed in numbers), and sentiment (tone of
the acquisition announcement). These moderating variables may weaken or strengthen the effect of
determinants on completion and duration outcomes. Finally, the study evaluates performance in the post-
completion stage by investigating changes in the firm-level governance of acquirer in terms of ownership
and board-related variables. The subsequent impact of governance improvement on the long-term

valuation of the acquiring company is also determined.

The study adopts distinct research methods to investigate the performance outcomes. The standard event

study methodology is used to evaluate the stock market reaction at the time of the deal announcement.



Further, the binary logistic regression method is utilized to model the determinants of deal completion, and
standard ordinary least squares (OLS) regression is used to investigate the outcome of deal duration. Next,
a dictionary-based content analysis method is used to code the moderating variables. Finally, a two-step
methodology involving propensity score matching (PSM) and difference-in-difference (DID) regression is

deployed to analyze changes in the firm-level governance of the acquirer.

The findings indicate variations between countries in how the market responds to the deal announcement.
Acquisitions from India, China, and South Africa report positive and significant announcement returns.
However, statistically insignificant returns are reported for Russian acquirers. In contrast, acquirers from
Brazil receive significant negative announcement returns. In addition to providing cues about the value-
creation potential of the deal, the findings suggest that a positive reaction to the acquisition announcement
is associated with increased completion probability. Further, amongst the deal-specific factors, the findings
indicate that a greater percentage stake and appointment of top-tier advisors improves the likelihood of
completion. For firm-specific variables, the findings suggest that the acquirer's past success (failure)
experience improves (reduces) the likelihood of deal completion. Country-specific variables do not
influence the likelihood of completion. For deal duration, the results suggest that a greater percentage stake
and increased success experience reduce deal duration. Amongst the country-specific variables, the results
indicate that deal duration increases with increasing institutional distance. Additionally, the findings
suggest that the relationship between deal, firm, and country-specific variables and the outcomes of
completion and duration is moderated by the information disclosures. For changes in firm-level
governance, it is observed that promoter ownership declines significantly for acquirers completing
acquisitions of targets from developed countries and countries with common-law origins. Among the
board-specific variables, board independence, diligence, and board busyness increase significantly

following acquisition completion. Further, the results indicate that a decline in promoter ownership and

Vi



improvement in board independence positively affects the long-term valuation of the acquiring company

measured using return on asset (ROA) and Tobin’s Q indicators.

In doing so, the study helps the acquiring firm managers gauge their future internationalization strategies
by incorporating the performance outcomes to assess the value-creation potential of deals. Further, the
study outcomes will help resolve real-world business problems related to delays in deal conclusion and
cancellations of announced deals before completion. Finally, the study helps corroborate the role of cross-
border acquisitions as a viable mechanism for improving the corporate governance of firms from emerging
economies. This investigation is critical in emerging markets as firms here are subject to weak enforcement
of regulatory practices. Hence, they can use the acquisition mechanism to commit to better governance

procedures and improve their overall performance.

Keywords: Acquisition, Cross-border, Emerging economies, Announcement returns, Deal completion,

Disclosure, Corporate governance, Valuation, Performance
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AHIPUT & ST b BRU SIS DU BT AR bR <= H RTfUd Sbufai § 3 5 a1
| IR IIRT H SgI31 Ui, o8 (R STHTH BT SIld 6, 7 AT IR fUUg0 de diyd
3nfife famra & Aeayuf dem fear 8 1 Surus o faeeh & fawR & a0 dyar dadt gfadt &1
AT HRAT ISl 8| 37 I BF & H 39 §U, STATH gRT = U U Hiq1-uR sifiwgor &
e § Yafd 3 ugqait &1 g i & SaRgdHdT 3 |

g SHR Srfcawral: eid, ¥4, HRd, 9 3R gfamr snple (foa) & Jefidg Bal gRT 2005-
2021 T INT UGN & SHidhS! BT SUTNT HRd GU, IdHH 37e0g eI Ufehan o fafdra a=on

P HIETH J {TT-3CHT UROTHI DT ST BT § | Tgdll GRUMH fSr a1 T8 310 edidh- &xdl 6, 98
CBA T &t 9NN & dTg MfEIGUIGd] & R SR gRT I Ufdfhar & | 39 a1, AT
SIFRRTEU & TRT 19 &t YHTaHT 3R AN Sifgor &t 3afy o guIfad Ha aral e, i ofR 33-
fafdy RuRe! & S Har g1 39F Sardl, e fug U9 JFftd ¥ urd diF Afefdn =R

(Variable) U=T HRdT §: UMHS SIHDHRT (TN Aig BT AHUG), AEATHES SAHBRT (IS H Fd18 T8
TSR BT UARI), 3MR HIGHT (AT YN &7 dgol) | 3id |, 1&g sfPgued &t BH-Tig
e fARvarsit (Tt 3R aiS-Taeh =Ry & uRad-i iR IR0 = arell Ut & Srdbiicrs

T IR XM GUR & §16 & YHTT B 9Iid BHRap, THIY & §1G o IR0l DT Hed i Bl g

e B UeRiH gumel &) Jig 3 & T IeT-31eltT Y Ugfadl 1 S{u=an a1 8 | S bt ewon
& FUY TR SR i Ufdfhdl T Gedich-T HR o oY - YT (Event Study) S UGTd DI
JUINT 2T ST 81 SHP SAd], Sd & W 811 & FUR®! P Aled B & [T S8R1 AMIRed
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R U 1 SUaRT foaT STl &, SR S ST Sfafey &b TR &1 &g H F o Je AR
AaH 3 (OLS) TIRM &1 IUTNT fohan ST 81 9P d1G, ATSET TR (Variable) &I HIS B &
fore oo e rer-smenfed ARl fo=eivor wgfa &1 IuhnT fobar S 1 ofd H, SifRrguTedl & wH-
W I H Rk @1 [aRawr s & e ugft R f5am (psM) SR SfaR-#-3fR (DID)
AT 1 RAMTH R aTell &l- =R Uil T SUART fohar ST & |

freere 9T & s Tie &1 9o IR IR &1 Ufdfsharn & A | <= & o e § 1 WRd, @9 S8R
EfRor anpteT ¥ HRIUE YHRIAS 3R Agayul g e & Raid axa €1 graife, &
sftEguEatstt & fr wifere U 3 Aeaga Red 3t RUld 31 7% § | 39 fauda, seia &
3ifgUIdatst d) Hgygul AHRIAD TN e U ST s | TS &1 Heg-Jor &d & IR § Jobd
UaH & & famal, s §ard ¢ o e & 9w R YeRidAS Uidfshar gufdT & 9¢t g3
GHTGT T IS 8 1 3P ST, Gie-fAfy wRe! & o, ey 9ard 8 [ sifere ufawa et ok
IR AR SR @1 Fgfad § guidr &t FH1a-T & JuUR gl § 1 BH-[IRIF TR (Variable) & g,
forset sraTd § o sifirguredt & fsd gwaar (wadn) Srya 3 i & R84 B G 8§ GUR
@) BT 21 32y =R qofar & Tu1ae & gHIidd 8 BRd § 1 9ig 31 safy & g, ufkomm
FdTd ¢ T SIfYH Ufa=rd TRERT 3R 961 g3 Thadl T SJYd Uig &I 3fafd &I HH oxdl gl o-
fafdy =R & o, aRomm gara § o TimTa <8 sea & Iy e o 3afd 9¢ Wit 8 1 39 sifafiad,
s gara € b S, wH SR Sx1-fafy ==Y aur Ja= iR srafy & uRuml & ot dey g
GeeIaRUl gRT R i § | -k = & uftad= & fore, T 3 man § 3 faefa =it ofik
AHI-HTA Ha a1 =i & A&t o7 AT 91 = aret Sifwrgurdsatedt & fog veR wrfia o
I fRTae 3Tt 81 SIS-fARy =R #, SfAUgo 4R1 g & &1 ds &I WdAd, aRyH 3R as




DI AT H I i 81T & 1 b 37aal, URUITH GRITd 8 fob THTex Wit & fRmae sik &t
DI A § R, IRTURT R Reed (ROA) SR e o ddhdd! BT IUTNT B ATUT T3 SRR
B ATC HUAT B DTS e Bl AHRIAD =0 I THIAd BT 6|

U1 B |, 3 UGV B aTeh BH P Ui b ie| bt Yed-FATIT & BT e H
& foru Rl 1 AMfHd b ST Hidw Bi SRS UM BT Sfidhei B H Haa
S| 3P IENAT, 3T P YR Aie, & FHTA § <1 3R T 811 3 Uga i Wil 1 3§ H3
TR arafae giaT o IaAe TS &) 5 B B Heg Bl 3fd H, 3eiT Ue gagry
07 % =0 H HAT IR SHIE &1 YfHenT Bt gfY S & Hae dHdl ¢ | SHRd SIoR) H I8 i Agayqul
R Fiifer gt o wH g yatelt & HHeiR yad- F oiefF §1 S9fi, § SgcR = ufhaneit &
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