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On the Effectiveness of the Capital Markets and M & A Performance

Study Methods: Evidence from Chinese Listed Companies
WANG Song-tao, WEN Xian-yuan

Abstract: The inconsistency in findings in M & A performance of listed companies is mainly due to the different research
methods. The effectiveness of the method depends on the effectiveness of the capital market. This paper uses event study and
accounting research method to analyze the M & A performance in listed companies and compare the results obtained through
various research methods and indicators. The results show that: acquisitions give excess returns to shareholders and increase
the corporate value, but the increase of surplus indicators is not obvious, and the different methods lead to different results;
Chinese capital market cannot fully meet the semi-strong form efficiency yet, and the event study is partly applicable and the
surplus indicators are not applicable; as for the overall M & A events, as well as different types of mergers and acquisitions,
when the results of event study comply with those of free cash flow and EVA index analysis in accounting research method, the
event study methodology can be used; as for related transactions, since there is a “fear of related transactions” , the event
study method is not applicable.

Key Words: the capital market efficiency; acquisition performanceof corporations; M & A performance of listed companies;

accounting research methods; event study; over-average rate of return; free cash flow; EVA Indicators
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