
 

Accepted Manuscript

Are stock-financed takeovers opportunistic?

B. Espen Eckbo, Tanakorn Makaew, Karin S. Thorburn

PII: S0304-405X(18)30077-1
DOI: 10.1016/j.jfineco.2018.03.006
Reference: FINEC 2876

To appear in: Journal of Financial Economics

Received date: 1 August 2016
Revised date: 26 January 2017
Accepted date: 23 February 2017

Please cite this article as: B. Espen Eckbo, Tanakorn Makaew, Karin S. Thorburn, Are stock-financed
takeovers opportunistic?, Journal of Financial Economics (2018), doi: 10.1016/j.jfineco.2018.03.006

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.jfineco.2018.03.006
https://doi.org/10.1016/j.jfineco.2018.03.006


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

Are stock-financed takeovers opportunistic?I

B. Espen Eckboa,b,c,∗, Tanakorn Makaewd, Karin S. Thorburnb,c,e

aDartmouth College, Tuck School of Business, Hanover, NH 03755, USA
bNorwegian School of Economics, Helleveien 30, 5045 Bergen, Norway

cEuropean Corporate Governance Institute, c/o the Royal Academies of Belgium, Palace of the Academies,
1000 Brussels, Belgium

dUS Securities and Exchange Commission, 100 F Street, NE, Washington, DC 20549, USA
eCentre for Economic Policy Research, 33 Great Sutton Street, London EC1V 0DX, UK

Abstract

The more the target knows about the bidder, the more difficult is paying the target with
overpriced bidder shares. Thus, when bidders are opportunistic, the fraction of stock in the deal
payment will be lower for better informed targets. We test this intuitive prediction against the
alternative that stock payments primarily reflect bidder concerns with target adverse selection,
which implies a greater fraction of stock in the deal payment for better informed targets.
Discriminating between these two mutually exclusive and nested predictions requires measures
of target information about the bidder but not of market mispricing. We find that public
bidders systematically use more stock in the payment when the target knows more about the
bidder. Tests exploiting exogenous variation in bidder market-to-book ratios also fail to support
bidder opportunism. Finally, greater potential competition from private bidders is associated
with greater propensity for public bidders to pay in cash.
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