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Excess Return in Stock Market, Reference Mechanism
and Merger and Acquisition .

Empirical Evidence from the Listed Manufacturing Companies

WU Chao, SHI Jianjun
(Business School, Nanjing University, Nanjing 210093, China)

Abstract: Using the M & A events of manufacturing firms in Shanghai and Shenzhen from 2001 to 2016 as a sample, this pa-
per explores the reference impact of the excess return in the stock market of the previous merger and acquisition event on the
subsequent acquisition behaviors. It is found that abnormal loss is negatively correlated with the possibility of M & A, and the
excess return has a significant positive correlation with the possibility of M & A. Further studies show that when the abnormal
gains become extremely high, the significant positive relationship disappears. Moreover, M & A performance variability and
environmental uncertainty play an important regulating role. Higher performance variability in the previous acquisition weakens
the impact of market excess returns on subsequent mergers and acquisitions, while higher environmental uncertainty enhances
the relationship between the two.

Key Words: excess reture in stock market; acquisition possibility ; performance variability ; environmental uncertainty ; manu-

facturing industry ; merger and acquisition
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