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THE DEGREE OF BRANCH OVERLAP IN DOMESTIC BANKING Mergers and acquisitions in the United States and performance
by Iryna Poltoratska
Chairperson of the Supervisory Committee:
Sehiy Korablin

Economist, National Bank of Ukraine
The study examines the impact of geographically overlapping (in-state) and geographically expanding (state-to-state) banking mergers and acquisitions on the abnormal returns to the acquirer stock following the deal announcement and on the long-run post-acquisition performance of the combined bank. Analysis reveals that geographically overlapping M&As bring positive abnormal returns to the acquirer following the improvement of the short-run performance of the combined entity. However, the effect on performance is short-lived and tends to be eliminated in the long-run. At the same time, the effect of the geographical expansion on performance is not revealed in the short-run but tends to appear in the long-run. The effect increases with the increase in the deal size. 
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Glossary

Branch overlap is a ratio of the number of bidder overlapping branches divided by total number of target branches
Overlapping branches are the branches of the bidder located in the same states as the branches of its target

Overlapping M&As are those with the degree of branch overlap >50%, expanding-otherwise
Riegle-Neal Act (1997) is a law which removed barriers to interstate banking diversification
Markup for 2 months (6 months) is a cumulative abnormal return to the target stock price two months (6 months) after the bid announcement, for (0,+42) trading days (respectively, for (0,+126) trading days)
Chapter 1

Introduction

The research on bank globalization for the past ten years show that the number of domestic mergers and acquisitions (M&As) generally exceeds the number of cross-border once both in the EU and U.S.A. Throughout 2002-2003, 80 percent of private banking acquisitions were domestic transactions. European and Asia-Pacific respondents intending to acquire in the next three years also indicate that they plan to do so in their own countries (KPMG, 2004; Berger et al, 2000).

The traditionally larger number of the domestic bank M&As in the United States (compared to EU countries) was further increased by the quarter-century-long relaxation of the restrictions imposed on the domestic bank M&As in U.S. till 1997. During 1999-2004 the total value of the U.S. bank M&As came up to EUR 580 billion compared to total EUR 510 over the present 25 member countries of the EU (Tumpell-Gugerell, 2006).

The large share of the domestic bank M&As in the U.S. gave rise to the number of studies investigating the performance of the banks involved in domestic M&As in this country. These studies generally agree on the positive effect of the deregulation on the market valuation and the post-acquisition performance of the acquiring banks. The majority of the prior research, however, either comes from the period which didn’t allow for the fully free interstate (state-to-state) banking, or doesn’t control directly for the impact of geographic diversification in bank M&As on the post-acquisition performance, as well as the on the effect on the market announcement effect to the geographically diversifying merger or acquisition.

At the same time, in June, 1997 the country underwent substantial banking deregulation due to the implementation of Riegle-Neal  Interstate Banking and Branching Efficiency Act (1994). Firstly, this act fully removed barriers to interstate banking diversification, allowing any U.S. bank to merge/acquire another U.S. bank in any U.S. state. Before the Act each state had its own restrictions regarding the interstate M&As. Thus, the banks with high degree of the geographic branch overlap had greater probability to merge. High degree of branch overlap basically meant that most of the target bank’s branches were allocated in the states of presence of the acquirer’s branches. Successful M&As were those able to reduce costs by closing overlapping branches, consolidating the operations of the two banks and eliminating redundant management (Houston et. al, 2001).  Implementation of the Riegle-Neal Act dramatically increased the potential pool of M&As allowing for the banks to gain more freedom in choosing the type of their merger or acquisition (either market overlapping or market expanding)
.  This fact, from one hand, could increase the probability of more suitable fits between the M&A performing banks. From the other hand, it might also induce unsuitable fits which could never occur before the passage of the Act (Hart and Apilado, 2002).

Thus, both types of domestic geographical expansion may or may not bring to the bank favorable effect of economies of scale and economies of scope. 

Buying the target bank with most of its branches allocated in another state the acquirer may attract more deposits and may be able to give more loans by expanding its client base. The acquirer may thus get the operational flexibility and hedge itself against regional market downturns by attracting the resources in one region and lending in the other. Smoothing in such a way the earnings (and thus the stock price) of an acquirer attracts more investors making them trust the bank more. Moreover, such a market expanding merger may increase the post-acquisition combined bank’s revenue by cross-selling of the services. For instance, one reason for First Union’s acquisition of First Fidelity Bancorp was to market its brokerage and mutual fund services to First Fidelity’s customers (Houston et al, 2001).

However, the need to stand the competition, administrative and labor costs of holding the bank in the other state may dramatically reduce the positive effects of cross-state expansion and make market overlapping merger more attractive. Moreover, empire building motives of the  manager of the acquiring bank may lead to the overinvestment problem artificially inducing, in our case, market expanding M&As which don’t further add value to the acquirer.

Limited number of prior studies investigating the market valuation of geographically diversifying M&As suggests that mergers with high degree of branch overlap experience significant losses after the adoption of Riegle Neal Act (Becher, 2005). However, the influence on the bank long-term operating performance and efficiency of such M&As is not obvious.

Thus, the first hypothesis that this research intends to test empirically is that banking post-acquisition performance differs with different types of domestic expansion (market overlapping and market expanding onces).

It is worth mentioning that Riegle-Neal Act is recognized to be one of the industry shocks or a message underlying structural changes. The increased merger activity due to that shock follows the adoption of the geographic diversification legislation (Mitchell and Mulherin, 1996; Becher, 2005). Thus, “…market-extension mergers have approximately doubled the geographic reach of the typical U.S. bank holding company over the past two decades. The average bank holding company affiliate with more than $100 million in assets was located about 160 miles from its holding company headquarters in 1985; by 1998 this distance had increased to about 300 miles” (DeYoung and Duffy, 2002). 

It was demonstrated in a number of prior studies (Mitchell and Mulherin, 1996; Andrade and Stafford, 1999; Becher, 2005) that industry shocks alter industry structure and market perception of the mergers. At the same time it was recognized that M&As which follow the industry shock occur in waves to compare the level of merger activity in each industry over time, i.e., intensive M&A activity in the particular industry in one decade is followed by the calm in other decades in response to the decrease in their market valuation. If the “wave” hypothesis in the terms of this research holds true it basically means that the increase in the market valuation of bank geographically expanding mergers, which followed the Riegle-Neal Act, tends to be offset over time. In this case operating improvement of the bank may not lead to the improvement in the market valuation of the different M&A types. Thus, the recent study suggests the market became worse-off in the post-deregulation world in its predictions (Hart and Apilado, 2002) and reacts with delay on the industry returns (Hong, 2006). If this finding holds true in case of banking overlapping M&As, the performance of the combined bank or bank holding company wont be crucial in determining the market valuation of the bidder. 

Thus, the second hypothesis that is to be tested is that market valuation of the bidder is not influenced by the change in industry structure. 

The remainder of the paper is organized as follows: Chapter 2 presents the review of the prior studies on geographic expansion in M&As and suggests the contribution we can make to them; Chapter 3 describes the used data sample and addressing the problems we face with it; Chapter 4 develops methodology that will be used for further estimations. Finally, Chapter 5 describes the obtained empirical results. Chapter 6 conludes.
Chapter 2

literature review

The effect of domestic expansion on the banking performance has been investigated by a number of researchers. 

The relevant studies on the effects of bank expansion on its stock and operating performance can be divided into two groups.
The first group examines the effect of changes in U.S. interstate banking legislation (mainly the announcement effects) prior to the implementation of the Riegle-Neal Act. 

There is a vast number of performance studies in these group (Black et. al, 1990;Chong, 1991; Jayarante and Strahan, 1998; Correa, 2006 ).
Chong (1991) examined the effect of Banking Holding Company Act Amended (1970)
 announcement on the risk and profitability of commercial banks with the help of event study methodology. The research concludes that profitability of commercial banks increases with interstate banking, however, the bank’s exposure to market risk also increases.

Jayarante and Strahan (1998) examined the effects of geographical restrictions prior to The Riegle-Neal Interstate Banking and Branching Efficiency Act (implemented in June, 1997). The study finds the positive influence of the deregulation on bank efficiency and operating performance.

Black et al (1990) examined the impact of the ease of Banking Holding Company Act Amended (1970) on shareholder wealth, dividing the large U.S. banks into money center and superregional banks. This research makes an inference about the positive influence of interstate banking on the stock prices of money center banks.

In summary, the majority of the studies made prior to the full interstate deregulation generally agree about the positive effects of the deregulation both on the operating performance of the merging banks. However, they don’t control for possible independent impact of deregulation and branch overlap on performance. At the same time, “prior to deregulation successful mergers were more likely to be geographically focusing mergers that are more likely to shrink the asset base through cost-cutting opportunities. Post deregulation successful mergers are more likely to be geographically expanding that are more likely to increase asset base through revenue enhancement” (Becher, 2005).
Some of the event studies in the first group, however, take into account this limitation dividing the M&As into market overlapping and market expanding ones. Interestingly, they generally agree on the positive impact on the geographic overlap on the market abnormal returns with respect to the merger announcement. 
Thus, Houston and Ryngaert (1996) use the sample of 153 bank mergers occurred in 1985-1991 period. Examining the mergers cross-sectionally the authors find that high-overlapping mergers result in positive combined net wealth effect. 
Expanding the sample of US bank mergers announced between 1988 and 1995 to 230 DeLong (1999) classified them according to their geographic similarity (focus) and dissimilarity (diversification) and examined the market reaction to the mergers of each group as a result of the merger announcement. The study finds that only the geographically focusing mergers create stockholder value.

However, the findings of the examined period are mainly driven by the restricted probability to participate in M&As that’s why cant be applied to post-deregulation period (Correa, 2006).
This fact induced the researchers to further examine the impact of the geographic diversification in M&As on their market valuation and performance.
The second generally small group of studies examines directly or indirectly the effect of overlapping/expanding on the firms market valuation and performance after the implementation of the Riegle-Neal Act. 

Hart and Apilado (2002) examined the impact of the interstate deregulation on the post-acquisition performance and stock price valuation of the banks, inexperienced the M&A activity, which performed the interstate (state-to-state) mergers from 1994 till 1997. The study finds out that, unlike the pre-deregulation mergers, the post-deregulation mergers don’t lead to the profitability improvement of the banks, expanding geographically. However, the market doesn’t statistically distinguish between the pre- versus post-deregulation mergers with regards to the abnormal merger announcement returns. It has been found out that the mean abnormal returns stay insignificantly negative for the acquirer, and significantly positive for the target both in pre- and post-deregulation period. The above findings appeared to be extremely useful for the further research; however, the study had some drawbacks which should have been taken into account in the further studies. First, the studied sample didn’t take into account the experienced (highly acquisitive) acquiring banks, which are more likely to expand geographically, and thus, experienced more profitable merger results than the unexperienced banks.  Second, the study mainly examined the announcement effect of the Riegle-Neal deregulation, not tracking the possible independent impact of the deregulation and branch overlap. 
The above difficulties have been partially overcome by Becher (2005) and Cornett et al (2006). 
The former focused on the market valuation of the banks which performed market overlapping (here, intrastate) and market expanding (here, interstate) mergers separately before and after Riegle-Niel Banking Efficiency Act implementation. He found that large mergers of early 1990s with high degree of branch overlap bring significantly high combined returns, while large high-overlapping mergers in the late 1990s are negatively related to both combined and bidder returns.

Unlike the study of Hart and Apilado (2002), Becher’s study concluded that Riegle-Neal Act considerably changed the market perception of mergers. However, it didn’t estimate the efficiency and operating performance effects of the geographic overlapping/expanding M&As, and thus, couldn’t make a conclusion on if the market perception of the different geographical types of M&As reflected the change in their further operating performance. Due to the characteristics of the sample under review the study also was not able to use multivariate analysis for the separate estimation of the effect of branch overlap on the market announcement returns to the target and bidder banks.  
Cornett et al (2006) examines operating performance of the merging commercial banks, finding the evidence of the post-merger improvement of industry adjusted operating performance of merged banks. The study used the definition of geographic overlap based on the metropolitan statistical areas (MSA). Geographically overlapping mergers were found to enjoy greater performance gains than diversifying ones. The study controls for the dummy for 1997-2000 period finding that performance gains are larger after the implementation of nationwide banking in 1997. Thus, it was unable to capture possible separate effect of the deregulation and overlap. Moreover, due to the difficulties in predicting  the effect of the overlapping merger on the performance returns for multiple acquirers the sample was restricted to the banks unexperienced in M&A activity. However, this, to our mind, could cause sample selection problem since the acquirers experienced in M&A are basically dropped out from the sample. 
The current study intends to overcome some of the above mentioned limitations of the studies following Riegle-Neal Act implementation. First, we examine the directly both the post-acquisition performance and the market announcement returns to the acquirer with respect to the overlapping/expanding M&A. This allows us to answer three questions: 1) how does the geographic expansion/overlap influence long-term performance? 2) how does it influence market valuation of the acquirer? 3)is market mistaken in its predictions?
Second, the study focuses just on the period after the Riegle-Neal Act implementation (1997-2002). This allows us to capture the independent impact of branch overlap/expanding on the valuation and performance. 

Third, the research investigates not only an impact of all overlapping/expanding M&As on the performance, but also an impact of large ones.Since according to the previous studies (e.g.Houston et al, 2001) large M&As are expected to get performance returns faster than the others, adjusting for the impact of the M&A size we can get more accurate predictions.
Chapter 3

sample description and statistics

Sample Selection

The current data sample was obtained from the cross-sectional data sets on 1544 banking mergers and acquisitions across U.S. states from Thomson One Banker M&A Deals Database from March, 1980 till December, 2002;  Standard and Poor’s (SP) Compustat accounting information on 275 787 U.S. enterprises involved into M&A activity before an acquisition and for the united bank after acquisition announcement (for the defined event window) from 1980 till 2005;  Center for Research in Security Prices (CRSP) database for prices and returns for the bidder banks  from 1980 till 2005. Additionally, we used Security Exchange Commission (SEC) and Federal Reserve Board sites to collect the data on the geographic distribution of branches for the banks involved in M&As, which were announced from June 1, 1997
 till December, 2002.
SIC industry codes 602_ (banks) and 671_ (holding companies) were used for the selection from CRSP database, which was further merged with the data from Thomson database by acusip and tcusip codes. The merged file resulted in 8975 observations on M&A deals from 1980 till 2002. For the purpose of the study, we have removed from it the data for all the M&A deals occurred prior to 1997. This resulted in the main sample of 2886 M&A deals, which we further worked with. 

Not all the M&A deals in the main file happened between banks and bank holding companies, since not all SIC 671_ codes stand for bank holding companies. We were unable always to identify the bank holding companies by their names to remove them from the sample. 

The data on geographic overlap was formed into two separate dummies: the first one, which contained 302 observations, was collected for the banks and bank holding companies that announced M&A deal in the required time period (not necessary completing it); the second one, containing 278 observations, was for completed deals. The former was needed to estimate the market abnormal announcement returns for the deals, while the latter – subsequent performance of the combined bank. The full sample for the market returns estimation thus resulted in 302 observations on M&A deals, while for performance estimation – in 278 observations.

For these M&As we have indicators of financial statement position for 3 years before and after the merger announcement, 2- and 6-months run up and mark-up, as well as other additional information about the character of the deal (method of payment, the fraction of the target held by institutional investors,  announcement and completion dates etc.). 

Summary Statistics

Table I provides the descriptive statistics for the sample of those M&As, for which the presented deal characteristics are available. As we can notice from the table, deal characteristics are available not for all M&As, for which the data on geographical distribution was gathered. The sample of geographically distributing M&As is thus reduced to 230 observations for the estimation of the market returns and 252 – for the performance estimation. The annual number of M&As is distributed fairly uniformly across 1998-2002, but increases slightly in 1997 and decreases in 2002 . The number of uncompleted M&As comes to 22 or 8.73% of the total number of announced M&As from 1997 till 2002. The number of overlapping M&As per year generally overweighs the number of expanding ones across the period under review with an exception in 1997 for which the numbers are roughly equal. The number of multiple bidders before and after the first bid announcement also raised roughly in 1997, as well as an increase in the target stock held by the bidder before the acquisition for this year. We also note a sharp 75.83% fall in the number of cash financed M&As from 1999 till 2002. 
As was noted before, the sample of the geographically distributing M&As reduced with the inclusion of the deal characteristics. Such an incidental exclusion of the number of observations on deal-specific, as well as of the accounting characteristics from the sample might have caused problems with the sample selection.
To identify more clearly if there is a sample selection bias, and its direction, we construct Table II, which provides the mean comparison of the variables presented in the whole available for estimation sample of M&As from 1997 till 2002 and in the reduced (or full sample) of the deals for which all other accounting and deal-specific characteristics are available. 
From Table 2, which basically presents the sample for the post-announcement market returns estimation (mark-up), as well as the main variables for the estimation of performance, we can first notice that both 2- and 6-months mark-ups for the acquirer are negative, while for the target these indicators are positive. Thus, in the estimated sample the pre-merger returns constitute significant difference between -5.29% for the acquirer versus 19.75% for the target for 2 months (t=-21.86), and -10.65% versus 16.35% for 6 months (t=-19.05). 

Second, there is a distinction between the average mark-ups in the estimated sample and in the full one. Thus, both 2- and 6-month mark-ups for acquirer are on average lower in the estimated sample than in the full one:  -5.29% in the estimated one versus -0.39% in the full one  for 2-month mark-up (t=2.49); -10.65% versus -3.7% for 6- month mark-up (t=0.48). For the target both 2- and 6-month mark-ups are on average higher in the estimated sample than in the full one: 19.75% in the estimated sample versus 17.57% in the full one for 2-month mark-up (t=4.07); 16.37% versus 16.05% for 6-month mark-up (t=1.13). 

The first of the above mentioned distinctions is basically consistent with the prior theoretical findings on the abnormal market returns around the M&A announcement date for both parties involved in the deal. 

The second distinction came mainly from the specifics of the construction of the current sample. The average success rate is recognized to be higher for the deals between financial than between non-financial companies. The lower (higher) success rate is a cause of the higher (lower) mark-up for the acquirers (targets) in non-financial sphere compared to financial one. Thus, incidental inclusion of the non-financials to the sample artificially decreased the mark-up for the bidder and increased it for the target. As it can be demonstrated by the mean test implied to the mark-ups of the two samples, this effect is much stronger for the short-run 2-month returns and is basically neglected for the longer-run 6-month returns. 

The above distinctions are further addressed in the methodology and in the regression analysis of the current paper.

Chapter 4

METHODOLOGY
Market announcement returns

The univariate analysis employed above in this paper, as well as the vast majority of the prior studies on mergers and acquisitions point toward abnormal negative returns for the acquirer, and abnormal positive returns for the bidder (Houston and Ryngaert (1994), Cornett and Tehrarian (1992)). At the same time, the mark-up and thus premium paid by the acquirer (for the target) was recognized to be influenced both by the bidder and the target characteristics (e.g., Bodnaruk et al, 2006). Thus, estimating the market returns for the bidder we have to additionally abstain from the target banks and bank holding companies in our sample. The truncation of the bidder mark-up depends on the other variable – the probability for the given bank to become a bidder at the given year – and, thus, can be named incidental.

We use Heckman sample selection two-stage correction (Heckit method) as a common method to work with incidentally truncated data samples (Wooldridge, 2003). Formally, the correction proceeds as follows.

At the first stage the selection equation of the probability to become a bidder is estimated. The regression generally looks as follows:
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where:

s is a probability for the company to become a bidder for the given year: s=1 if the company is a bidder, s=0 otherwise

z is a set of variables determining s. 
After obtaining all the estimates of γ from regression (1), we compute inverse Mills ratio for each bidder i and incorporate these ratios into the market performance regression (2).
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where 

y is a vector of mark-ups for the bidder. Taking into account the significant distinctions in means for the short-term mark-up in the estimated and in the full samples, we further use longer term 6-month mark-up to estimate the market abnormal returns to the acquirer stock price after the announcement of the bid.

x is a set of variables determining y. 

At the second stage we run the regression of yi on xi and λi:
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 The coefficient 
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 is expected to be different from zero and statistically significant tracking the incidental truncation of the sample used. 

Vectors of independent variables z and x that enter correspondingly the selection and mark-up regression have to overlap. However, vector x must contain at least one variable that is not included in z for the selection equation (1) to be separated from the main equation (2). 
Following Schwert (2000) and Palepu (1986) we use the following common control variables to estimate the probability to become a bidder and the bidder mark-up:

Debt to Equity (D/E) - ratio of debt to equity at the fiscal year end prior to the deal announcement (COMPUSTAT items 9/60);
Book to Market (B/M) – log of the ratio of the book (accounting) value of the equity to the year-end market value of the common stock (share price) (COMPUSTAT items 24*25/60);

Price to Earnings (P/E)-ratio of the year-end price of the share relative to per-share earnings (COMPUSTAT items 24/58);

Sales growth – proportional sales change in over the prior fiscal year (ln(COMPUSTAT items 12/12(t-1))

Size- log of the equity capitalization (outstanding shares*price) at the year-end before the first bid (COMPUSTAT items 24x25)

Debt to Equity ratio is a common indicator of financial leverage. This ratio basically serves as a proxy for the number of debtholders. The evidence of the effect of this ratio on the takeover ability and market valuation of the bidder is generally mixed. From one hand, the banks/bank holding companies for which this ratio is high are worse in managing their credit risk, get less cash earnings and thus are expected to get less abnormal returns following the takeover announcement. Moreover, high-leveraged company is likely to be greater monitored by its debtholders, which put certain constraints on the ability of the company to pay for the target (Gondhalekar, 2002). From the other hand, the bidder bank may accumulate debt in the short run to further eliminate it through the consolidation of its financial products and services with the target. Thus, banks seeking to reduce their default risk may acquire another party with lower credit risk (Benston et al, 1995).  However, in this case the profitability returns appear only in the long-run.  Market has been generally not recognized to capture the long-term performance of the company (Piloff, 1996).  Thus, if the long-run revenue enhancement motives basically drive the bank M&As, the acquirer debt/equity ratio is expected to influence negatively the acquirer mark-up, but positively - the probability of the takeover. 

Book to Market (B/M) ratio is a measure of the undervaluation of the company (opposite to M/B which is a proxy for its investment opportunities) (Schwert, 2000) or non-efficiency of the company management (Benston et. al, 1995). Inefficient acquirers in fact will have to “pay” more for the acquisition that will be reflected in the drop of their stock price. Opposite, B/M of the target is expected to have positive sign since bad management of the target gives greater opportunities to the acquirer to improve the efficiency of the target. The evidence of the increase in B/M on the probability to become a bidder is mixed. On one hand, the short-term reaction of the market on the takeover of such an acquirer will be negative since, according to the behavioral hypothesis, in the short run the stock price often diverges from its fair value. However, under efficient market hypothesis, which assumes that the market is well organized and transparent, the market price will converge to its fair value, thus, gaining in value. Therefore, undervaluation of the company is expected to have positive effect on the probability to become a bidder.

Price to Earnings (P/E) is a measure that shows how the price paid per share related to the income the company gets from this share. High P/E ratio basically means that investors overpay for the shares they buy. While B/M ratio is a measure of undervaluation, P/E ratio is basically a proxy of overvaluation resulting in the increase in profitability of the company in the short-term.  P/E ratio of the bidder is expected to have positive effect on his mark-up, while P/E of the target – negative one. 
Sales growth serves as a proxy for pre-merger performance for both parties. The evidence on the sales growth of the target is generally mixed. Rhoades (2006) finds that high growth of the target is particularly attractive to bank managers, for which they are willing to pay a premium. However, DeLong (2001) documents the decrease of combined abnormal returns in the pre-merger target performance. The impact of the sales growth of the acquirer depends on the purpose of the acquisition. If the primary goal of the M&A is revenue enhancement that basically means that the bank wants to participate in M&A deal to increase its sales. Thus, the current sales growth of the acquirer will have no or negative effect on the probability of M&A. If, however, the purpose is cost reduction, we result in the positive effect. 

We use Relative size measure in the mark-up equation, and Size of the acquirer in probit.
Size is recognized to effect the market valuation of the M&A participants and the probability of the deal by vast number of prior studies (Schwert, 2000; DeLong, 2001;). The bidder size is expected to have positive effect on the probability of acquisition. Large company’s managers are more likely to acquire because of the empire-building motives (hubris hypothesis), they are overvalued more frequently and just face fewer constraints in participating in M&A deal.

Relative size is defined here as a log of the pre-merger target assets divided by combined target and bidder assets. The impact of the target’s size relative to the acquirer on the premium received by the latter is ambigious. Lang, Stulz and Walkling (1989, 1991) argue that if acquirers gain from an acquisition, then they will benefit even more from larger acquisitions. Houston and Ryngaert (1997) finds  that mergers between firms of similar size destroy value. DeLong (2001) finds a positive and significant coefficient for a relative size measure. 
The variable that enters the probit equation, but not the mark-up is Return on Equity (ROE) of the acquirer – ratio of earnings to average equity for the prior fiscal year (COMPUSTAT items 20/(60+60(t-1)/2). Jhus, it makes no sense to invest in equity just to increase the short-term announcement returns (Schwert, 2003). However, as it was noted earlier in this chapter, performance measures (e.g.: ROA, ROE, sales growth) were recognized to be important factors influencing the probability to become an acquirer.
The variables that we include in the mark-up equation, but not in the probit are deal specific characteristics (Cash, Merger, Precomp, Postcomp, Institutional Ownership, Ownership of Advisor to Acquirer, Ownership of Advisor to Target) and year dummies from 1997 till 2002, and the dummies of our interest – Overlap and Expand.
Cash and Merger are 1/0 dummies: 1 if the deal is 100% cash financed (pure merger deal) and 0 otherwise. 
In prior researches it has been found that bidders which pay for the target with cash experience greater returns than those which use stock. This finding is consistent with market signaling hypothesis (Becher, 2005).
In some studies the mergers, which seek to improve income from services, and acquisitions which are aimed on restructuring the bank loan portfolio lead to different performance results (Schwert, 2000; Focarelli et al., 2002)
Precomp/Postcomp are 1/0 dummies equal to 1 if another bid were recorded by SDC 6 months before/after the present bid, and 0 otherwise.  The existence of multiple bidders can significantly influence the takeover outcome (Schwert, 1996).

Ownership by Advisor to Acquirer (Target) Dummy  takes value 1 if the investment bank advising Acquirer (Target) owns positive fraction of equity, and 0 otherwise. The use of these dummies may be supported by prior studies which find the evidence that advisors play significant role in the probability of acquisition due to their certification function. The influence on the abnormal returns is mixed for the acquirer and is determined by the choice of the advisor (Allen, 2004; Bodnaruk et al, 2006).

Institutional Ownership is the fraction of a company’s stock that is owned by institutional investors required to report 13F filings.  Prior research on the takeover gains finds significant relationship between institutional ownership, target and bidder gains due to the fact that blockholders use their stake to increase the gains of the company they own (Stulz et al, 1990; Bodnaruk et al, 2006).

Taking into account fairly uniform distribution of the announced M&As across the time period under review (see Table I), year dummies are not expected to alter the probability of acquisition. At the same time, the Table shows that the number of completed M&As varies more substantially across the period under review. Since the bidders that haven’t completed the announced deal experience significantly lower returns then those who actually have completed, the mark-up of the bidder is expected to be prone to time.

Following the main goal of our research, we also include the dummies for geographic overlap to the mark-up equation. We have gathered two overlap dummies: one was gathered for all announced bank M&As from 1997 till 2002 (d_Overlap1); the other one was gathered for only completed deals (d_Overlap). We include the first dummy in the mark-up estimation, while the second will be further used for performance estimation. Following Becher (2005) we also separately estimate the influence of d_Overlap1_for_size which is an interaction term between d_Overlap1 dummy and log of combined pre-merger bidder and target assets. The obtained variable serves as a proxy for the large bank overlapping M&As.

Additionally, we estimate the influence of the d_Expand1_for_Size
 variable which is opposite to d_Overlap_for_Size1.
Unfortunately, we were not able to include Liquidity variable to both mark-up and probit equations since it was dropped out of the reduced sample of mark-up estimation in the sample of M&As from 1997 to 2002.  Accounting Liquidity is a ratio of net liquid assets to total assets for the fiscal year preceeding the deal announcement (COMPUSTAT items (4-5/6)).

 Thus, we further check for the robustness of our estimations running at the first stage regression with Overlap (Expand) dummy but without liquidity, and at the second – with liquidity variables but without Overlap (Expand) dummies.
Performance
Due to the pecularities of the current sample construction we expect heteroscedasticity effects in performance estimation. Following, e.g., the increase in B/M target ratio with the relatively constant B/M bidder ratio in the estimated sample compared to the complete one we expect the fall of target profitability. 

Different 
tests for the normality of residual distribution- Shapiro-Wilk, Shapiro-Francia, skewness and kurtosis tests-all showed reliably normal distribution with t-statistics varying from 12.41 to 7.2 for the first two tests and Pr(skewness)=Pr(kurtosis)=0.000 for the third one. Thus, we further employ the heteroscedasticity robust OLS. 

The performance regression generally looks as follows:
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where 

yi, t is a vector of performance measures for the combined bank i for the year t
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 is a vector of the deal specific characteristics at the time of merger or acquisition

Following Bodnaruk et al (2006) we focus mainly on the profitability of the combined bank/bank holding company using three performance measures: Return on Equity (ROE), Return on Assets (ROA) and Net Profit Margin (NPM). Return on Equity (ROE) is a a ratio of earnings to average equity for the fiscal year end preceding the deal completion (COMPUSTAT items 20/(60+60(t-1))/2). Return on Assets (ROA) is a ratio of operating income before depreciation to total assets (Compustat items 13/6). Net Profit Margin (NPM) is a ratio of net income to total sales (Compustat items 172/12).
Bank specific characteristics are those listed in the previous paragraph of the current chapter: D/E, P/E, Log(B/M), Relsize and Salesgrowth of the combined bank at the year of performance estimation.

Similarly, deal specific characteristics are Merger, Cash, Precomp, Postcomp, Ownership dummies, Overlap_for_Size/Expand_for_Size  dummies.

We include Overlap_for_Size/Expand_for_Size dummies following methodology to capture the problems associated with detection of performance improvement. As Houston et al (2001) noted, the lag between the deal completion and the time at which improvement is realized is usually varied. However, they are expected to be realized faster for large M&As. Therefore, we control our geographic dummies for the size of the merging parties.
Chapter 5

EMPIRICAL RESULTS

Market Valuation

The results of the market valuation estimation are presented in Table III. Heckman selection model appeared to explain the regression well: Heckman’s lambda is different from zero at 1% significance level, chi(2)=11.2 (P> chi(2)= 0.0009). 

Panel A presents estimations using d_Overlap1 dummy. We have found evidence that Overlap Dummy influences positively the acquirer mark-up. It can be seen that it adds 6.8% to the acquirer 6-month mark-up and is significant at 10% significance level. The regression is generally robust to including Liquidity dummy: although the p-values generally became bigger with the exclusion of Liquidity, the statistically significant coefficients in two regressions don’t differ in sign. The coefficients found to be significant in the main regression are: the dummy for another bid 6 months after the current bid (postcomp) that adds 25.7% (at 5% significance level) to the bidder mark-up; debt to equity of the acquirer that reduces the mark-up by 3.2% (at 5% significance level) and dummy for 2000 that adds to the mark-up 31.9% (at 1% significance level).  The results are basically consistent with the theory. Thus, the positive coefficient in front of postcomp shows that existence of multiple acquirers after the target has been already bid, increases the valuation of the current acquirer. The negative coefficient of the bidder D/E ratio shows that banks/bank holding companies for which this ratio is high are worse in managing their credit risk, get less cash earnings and thus are expected to get less abnormal returns following the takeover announcement. Positive and significant effect for 2000 dummy corresponds to the market up-turn this year (Dow Jones in 2000 raised by 31.84% compared to 1999).
The significant coefficients in the probit are: positive for Log (B/M) which adds 49% to the probability to become a bidder (at 1 % significance level); D/E adding 12.9% (at 1 % significance level); Sales growth –  -56.2% (at 5%); Log(Size) – 55.2% (at 5%).
Positive Log (B/M) implies that the undervaluation of the bank in the short-term is expected to have positive effect on the probability to become a bidder. Positive D/E generally supports the diversification hypothesis made in Methodology section: banks seeking to reduce their default risk acquire another party with lower credit risk. Negative Sales growth may support revenue enhancement: banks either acquire to increase their sales in the longer run, thus, current sales of the bidder and the probability of acquisition are negatively related.
Positive effect of Log(Size) implies that larger banks acquire more frequently because of possible overvaluation or hubris motives.

Panel B presents estimations using Expand*Size dummy. The effect of Expand*Size Dummy is ambiguous. From one hand, it was found to add 2.7% to the bidder mark-up at 10% significance level. However, the regression is generally not robust to including the liquidity dummy. That’s why the results must be interpreted with cautious.
Performance
The results of the market valuation estimation are presented in Table IV-V. Further we report the results of the regressions robust to the inclusion of Liquidity coefficient. 
Overlap dummy was found to be positively and significantly influencing ROA1 regression (adding 11.2% at 10% to the combined profitability). At the same time, the effect is reduced with the increase of the size of the M&A: the increase of the M&A size by 1% reduces ROA1 by 4.5% (at 10% significance level). The specification is generally robust to inclusion of the liquidity variable.
The rest of the coefficients that are significant and positive in the regression are: D/E, ROA and precomp. Positive D/E coefficient is basically the evidence of the efficient debt use. The positive coefficient in front of precomp variable shows the positive impact of the multiple acquirers prior to the current M&A . We presume that it is the evidence of the high quality of the target which is further positively reflected in the performance of the combined bank.
Expand_for_size dummy has been found to positively influence the long-run performance (ROA3, ROE3, NPM3) adding up to 7.3% to the performance measures at 10% significance level. However, the results are generally not robust to the inclusion of the Liquidity coefficient which causes the change in the sign of Sales growth variable: from plus in the “liquidity” regression to minus in the regression of interest. 

We presume that the large expansionary M&As bring higher returns than overlappingM&As. However, the results are not robust in different  specifications, that’s why they have to be interpreted with cautious.
Chapter 5

CONCLUSIONS

The empirical results of this paper generally support the hypothesis that different M&A types differ in their impact on the post-acquisition performance of the combined bank.  We have found the evidence of the positive impact of the geographic overlap in bank M&As on the short-term performance of the combined bank. However, this effect tends to be neglected in the long-term. 

The valuation of the overlapping banking M&A, however, stays positive generally capturing only the short-term post-acquisition performance of the combined entity. 
 These findings are generally consistent with the once of Cornett et al (2006) who documents the positive impact of the overlap in M&As on the short-term post-acquisition performance of the combined bank and Hart and Apilado (2002) who suggested that the market in the post-deregulation period fails to capture the fact that state-to-state M&As don’t lead to the profitability improvement of the combined bank.
Taking into account the increase in the market valuation of the overlapping M&As compared to the one documented by Becher (2005) in 1997-1999 period, we also conclude that the shock of Riegle-Neal Act tends to be offset driving up the valuation of the overlapping M&As. 
Another finding of this paper suggests that the geographic expansion of the large bans/bank holding companies bring positive returns to the long-run performance. This fact is actually captured in the market valuation of these M&As bringing to them greater returns than to the market overlapping once. However, the latter results don’t remain firm to different robustness checks and thus should be interpreted with cautious.
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APPENDICES
Table I
Characteristics of Bank Mergers over 1997-2002 

Table I presents descriptive statistics for a full sample of 252 announced M&As, for which other deal characteristics are available. Announced M&As include both completed  and not completed deals. Overlapping (Expanding)  M&As are the dummy variables equal to 1 for those mergers and acquisitions for which the number of overlapping branches of the acquirer is more than 50% of the total number of target branches prior to bid announcement, and 0 otherwise. Target Stock Held by Acquirer (Toehold) is a dummy variable equal to 1 if the bidder has accumulated more than 5% of the target’s stock prior to bid announcement, and 0 otherwise. Another bid (-6;0) (Precomp) is a dummy variable equal to 1 if another bid by a different bidder occured six months before  the current bid, and 0 otherwise. Similarly, Another bid (0;+6) (Postcomp) ia a dummy variable equal to 1 if another bid by a different bidder occurred six months after before the current bid, and 0 otherwise. Hostile is a dummy variable equal to 1 if the bid is recorded by SDC as “hostile” or “unsolocited”, and 0 otherwise. Cash is a dummy variable equal to 1 if the bid was 100% cash financed and 0 otherwise. Merger is a dummy variable equal to 1 if there was a pure merger deal and 0 otherwise.

	Year
	Number of M&As


	Overlapping M&As


	Expanding M&As


	Target Stock

Held By Acquirer
	Another bid (-6;0)
	Another

bid (0;+6)
	Hostile
	Cash
	Merger

	
	completed
	announced
	completed
	announced
	completed
	announced
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	1997
	52
	55
	26
	28
	26
	27
	71
	60
	71
	16
	224
	71

	1998
	39
	42
	28
	30
	11
	12
	52
	33
	38
	8
	213
	81

	1999
	36
	42
	24
	27
	12
	15
	67
	44
	35
	20
	240
	89

	2000
	44
	52
	30
	36
	14
	16
	61
	35
	37
	7
	191
	69

	2001
	38
	40
	22
	23
	16
	17
	60
	20
	20
	5
	86
	24

	2002
	21
	21
	12
	12
	9
	9
	27
	7
	5
	2
	58
	28

	Total
	230
	252
	142
	156
	88
	96
	338
	199
	206
	58
	1012
	362


Table II

Means Comparison in Complete versus Incomplete Sample

Table II presents the mean comparison of the variables presented in the incomplete sample of M&As from 1997 till 2002 and in the complete sample of the deals. Incomplete sample is used for mark-up estimation.  The t-statistics presented in column (3) tests if the difference in means between the two samples is reliable different from zero using White’s heteroskedasticity consistent standard errors. 

	
	(1)

Uncomplete Sample
	(2)

Complete Sample
	(3)

Mean Test

	
	N=2886
	N=128
	t-stat

	Mark-up for Acquirer 2m
	-0.0529
	-0.0039
	2.4922

	Mark-up for Acquirer 6m
	-0.1065
	-0.037
	0.4767

	Mark-up for Target 2m
	0.1975
	0.1757
	4.0739

	Mark-up for Target 6m
	0.1637
	0.1605
	1.1288

	Overlap
	0.6133
	0.6124
	1.5

	Pre-merger characteristics
	
	
	

	Bidder
	
	
	

	Log(B/M)
	-1.134
	-0.8295
	1.2858

	D/E
	0.8977
	1.6486
	2.1029

	
	(1)
	(2)
	(3)

	P/E
	20.6564
	18.333
	2.1769

	Sales Growth
	0.2384
	0.1781
	2.2277

	
	(1)
	(2)
	(3)

	Log (size)
	2.0009
	1.9752
	0.2053

	Liquidity
	0.231
	0.0000

	

	ROE
	0.0646
	0.0757
	2.6089

	Target
	
	
	

	Log(B/M)
	0.1267
	-.0437
	3.4384

	D/E
	0.7682
	1.4367
	1.2353

	P/E
	11.1555
	16.9091
	1.1584

	Sales Growth
	0.1467
	0.1267
	1.6133

	Log (size)
	1.6134
	1.5444
	2.7005

	Liquidity
	0.2436
	0.00004
	

	ROE
	-2.066
	0.054
	0.8295

	Deal Specific Characteristics
	
	
	

	Cash
	0.3971
	0.1473
	2.0555

	Merger
	0.131
	0.1240
	4.6461

	Precomp
	0.069
	0.0233
	2.7340

	Postcomp
	0.0714
	0.0078
	3.6233

	
	(1)
	(2)
	(3)

	Hostile
	0.0201
	0.0155
	1.1352

	Toehold
	0.1178
	0.0155
	1.9171

	Institutional Ownership
	0.0038
	0.1892
	6.3994

	Ownership by Advisor to Acquirer
	0.0016
	0.0008
	1.0164

	Ownership by Advisor to Target
	0.0038
	0.0003
	1.6445


Table III

Mark-up For Bidder 6m (0;+126)

The table presents Heckman selection procedure for estimating the mark-up for the bidder. Markup, 6 months  is the cumulative abnormal return to the targe stock price six months after the bid announcement, for trading days (0,+126). Accounting Liquidity is a ratio of net liquid assets to total assets for the fiscal year preceeding the deal announcement (COMPUSTAT items (4-5/6)). Acquirer Dummy (Ownership by Advisor to Target Dummy) takes value 1 if the fraction of equity of a target owned by investment bank advising Acquirer (Target) is greater than 0, and 0 otherwise. Institutional Ownership is the fraction of a company’s stock that is owned by institutional investors required to report 13F filings. Accounting Liquidity is a ratio of net liquid assets to total assets for the fiscal year preceeding the deal announcement (COMPUSTAT items (4-5/6)).

Debt to Equity (D/E) is the ratio of debt to equity for the prior fiscal year (COMPUSTAT items 9/60). Growth of Sales is the proportional change in sales over the prior fiscal year (ln(COMPUSTAT items 12/12(t-1))).Book to market  is measured as  at the end of the year preceding the first bid (price x shares outstanding, COMPUSTAT items 24x25). Price to Earnings (P/E) is a ratio of the year-end stock price to earnings per share for the prior fiscal year (COMPUSTAT items 24/58). Relative size as a natural logarithm of the ratio of total pre-merger assets of the target divided by the sum of total pre-merger acquirer and target assets (as in Becher (2005)). Overlap Dummy takes value 1 if the number of overlapping bidder branches is greater than 50% of the target total branches, and 0 otherwise.

Panel A of the table presents the estimations of overlapping M&As. Panel B-of large expanding M&As. Panel A: Columns (1), (3) present estimations of the main equation including Overlap
. Columns (2), (4) present estimations of selection equation by the Probability to become a bidder. 

Colums (3), (4)) in the table present estimations of the equations, which include Liquidity variable but don’t include Overlap dummy.  Panel B: Column (1) presents estimations of the main equation including Expand_for_Size variable. Column (2) presents estimations of the equations, which include Liquidity variable but don’t include Expand_for_Size Dummy  variable.

Panel A
	
	(1)
	(2)
	(3)
	(4)

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	
	
	
	
	

	Bidder
	
	
	
	
	
	
	
	

	
	(1)
	(2)
	(3)
	(4)

	Log(B/M)
	-0.076
	0.213
	0.490***
	0.000
	0.167***
	0.000
	-0.001
	0.988

	D/E
	-0.032**
	0.010
	0.129***
	0.001
	-0.036
	0.114
	-0.066
	0.153

	P/E
	-0.002
	0.519
	0.001
	0.270
	0.000
	0.500
	0.001***
	0.009

	Sales Growth
	0.094
	0.332
	-0.562**
	0.012
	-0.086
	0.102
	-0.259*
	0.060

	Log(Size)
	
	
	0.552**
	0.035
	
	
	0.021
	0.793

	ROE
	
	
	-0.172**
	0.013
	
	
	0.259
	0.246

	Liquidity
	
	
	
	
	-0.226**
	0.032
	1.075***
	0.000

	Target
	
	
	
	
	
	
	
	

	Log(B/M)
	0.054
	0.237
	
	
	-0.020
	0.391
	
	

	D/E
	-0.000
	0.981
	
	
	-0.020*
	0.063
	
	

	P/E
	0.001
	0.563
	
	
	0.001***
	0.007
	
	

	Sales Growth
	0.076
	0.365
	
	
	0.024
	0.521
	
	

	Liquidity
	-0.124
	0.183
	
	
	-0.124
	0.183
	
	

	Overlap
	0.068**
	0.037
	
	
	
	
	
	

	Relative size
	0.206
	0.369
	
	
	0.389**
	0.044
	
	

	Deal Specific Characteristics
	
	
	
	
	
	
	
	

	Cash
	-0.029
	0.537
	
	
	0.054
	0.230
	
	

	Merger
	-0.104
	0.458
	
	
	0.044
	0.383
	
	

	Precomp
	-3.750
	0.403
	
	
	0.587
	0.807
	
	

	Postcomp
	0.257**
	0.049
	
	
	0.127
	0.104
	
	

	Institutional Ownership
	-12.294
	0.277
	
	
	-0.204
	0.883
	
	

	Ownership by Advisor to Acquirer
	-0.029
	0.537
	
	
	0.054
	0.230
	
	

	Ownership by Advisor to Target
	-0.104
	0.458
	
	
	0.044
	0.383
	
	

	Year Dummies
	
	
	
	
	
	
	
	

	1997
	-0.013
	0.850
	
	
	0.071
	0.272
	
	

	1998
	-0.026
	0.700
	
	
	0.176***
	0.004
	
	

	1999
	-0.036
	0.616
	
	
	0.217***
	0.001
	
	

	2000
	0.319***
	0.000
	
	
	0.098
	0.164
	
	

	2001
	0.100
	0.145
	
	
	
	
	
	

	2002
	
	
	
	
	0.103
	0.248
	
	

	Heckman’s lambda
	-0.282***
	
	
	
	-0.3255
	
	
	

	LR test of independent equations
	 chi2(1) =    11.12   Prob > chi2 = 0.0009
	chi2(1) =    6.8   Prob > chi2 = 0.0089


***-significant at 1% significance level

**-at 5%

*-at 10%
Panel B

	
	(1)
	(2)

	
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	

	Bidder
	
	
	
	

	Log(B/M)
	0.224
	0.229
	0.170***
	0.000

	D/E
	-0.031
	0.148
	-0.045***
	0.006

	P/E
	0.005
	0.408
	0.000
	0.253

	Sales Growth
	-0.421
	0.139
	-0.127
	0.110

	Liquidity 
	
	
	-0.130
	0.259

	Target
	
	
	
	

	Log(B/M)
	0.213*
	0.092
	-0.029
	0.271

	D/E
	0.024**
	0.030
	-0.023*
	0.089

	P/E
	0.000
	0.927
	0.001**
	0.011

	Sales Growth
	0.210
	0.145
	0.030
	0.572

	Liquidity
	
	
	-0.151
	0.163

	Expand_for_Size
	0.512*
	0.067
	
	

	Relative size
	0.367
	0.379
	0.464**
	0.048

	Deal Specific Characteristics
	
	
	
	

	Cash
	0.088
	0.304
	0.067
	0.137

	Merger
	(dropped)
	
	0.035
	0.498

	Institutional Ownership
	-0.050
	0.864
	0.158**
	0.034

	Ownership by Advisor to Acquirer
	-9.854
	0.505
	0.853
	0.651

	Ownership by Advisor to Target
	-13.224
	0.654
	-0.012
	0.994

	Year Dummies
	
	
	
	

	1997
	-0.140
	0.209
	-0.008
	0.907

	1998
	
	
	0.096
	0.191

	1999
	-0.307**
	0.039
	0.127*
	0.096

	2000
	0.157
	0.308
	
	

	2001
	-0.060
	0.668
	-0.085
	0.274

	2002
	-0.277*
	0.068
	0.006
	0.955

	Adjusted R2
	0.698
	
	0.166**
	


***-significant at 1% significance level

**-at 5%

*-at 10%
Table IV

Geographic Overlap and Post-Merger Performance
Table IV presents estimations of Returns on Equity (ROE) in Panel A, Returns on Assets (ROA) in Panel B and Net Profit Margin (NPM) in Panel C for the three years after the completion of the M&A deal. 

Return on Equity (ROE) is a a ratio of earnings to average equity for the fiscal year end preceding the deal completion (COMPUSTAT items 20/(60+60(t-1))/2). Return on Assets (ROA) is a ratio of operating income before depreciation to total assets (Compustat items 13/6). Net Profit Margin (NPM) is a ratio of net income to total sales (Compustat items 172/12).
Acquirer Dummy (Ownership by Advisor to Target Dummy) takes value 1 if the fraction of equity of a target owned by investment bank advising Acquirer (Target) is greater than 0, and 0 otherwise. Institutional Ownership is the fraction of a company’s stock that is owned by institutional investors required to report 13F filings. 
Debt to Equity (D/E) is the ratio of debt to equity for the prior fiscal year (COMPUSTAT items 9/60). Growth of Sales is the proportional change in sales over the prior fiscal year (ln(COMPUSTAT items 12/12(t-1))).Book to market  is measured as  at the end of the year preceding the first bid (price x shares outstanding, COMPUSTAT items 24x25). Price to Earnings (P/E) is a ratio of the year-end stock price to earnings per share for the prior fiscal year (COMPUSTAT items 24/58). Relative size as a natural logarithm of the ratio of total pre-merger assets of the target divided by the sum of total pre-merger acquirer and target assets (as in Becher (2005)). Overlap Dummy takes value 1 if the number of overlapping bidder branches is greater than 50% of the target total branches, and 0 otherwise. Overlap*Size Dummy is Overlap Dummy multiplied by the log of the combined size of the target and acquirer. Accounting Liquidity is a ratio of net liquid assets to total assets for the fiscal year preceeding the deal announcement (COMPUSTAT items (4-5/6)).

Colums (2), (4) and (6) in the table present estimations of the equations which include Liquidity variable, but don’t include Overlap dummy and Overlap*Size variable.
Panel A: Return on Equity

 ROEt

	
	t=1
	t=2
	t=3

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Combined Bank
	
	
	
	
	
	
	
	
	
	
	
	

	Log(B/M)
	-0.038***
	0.000
	-0.013
	0.366
	-0.018***
	0.002
	-0.248*
	0.063
	-0.022**
	0.027
	0.094
	0.185

	D/E
	0.003**
	0.023
	-0.017***
	0.000
	0.001
	0.441
	1.306**
	0.029
	0
	0.885
	-0.118
	0.181

	P/E
	-0.001*
	0.093
	0.000
	0.210
	0.000***
	0.001
	0
	0.28
	0
	0.319
	0
	0.706

	Sales Growth
	0.009
	0.692
	-0.024
	0.443
	-0.022**
	0.015
	-0.4
	0.103
	-0.029***
	0.003
	0.040*
	0.097

	Liquidity
	
	
	0.002
	0.965
	
	
	2.405**
	0.023
	
	
	-0.06
	0.549

	Overlap
	0.060
	0.306
	
	
	-0.014
	0.539
	
	
	-0.022
	0.364
	
	

	Overlap*Size
	-0.024
	0.303
	
	
	0.007
	0.451
	
	
	0.008
	0.406
	
	

	Relative size
	0.021
	0.276
	0.033
	0.626
	0.026*
	0.068
	1.202
	0.107
	-0.03
	0.129
	0.357
	0.171

	Performance Lag
	
	
	
	
	
	
	
	
	
	
	
	

	ROEt-1
	0.362***
	0.009
	0.004
	0.400
	0.578***
	0
	1.449*
	0.077
	0.526***
	0.002
	0.029**
	0.032

	Deal Specific Characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Cash
	0.003
	0.585
	0.045**
	0.040
	-0.002
	0.58
	0.062
	0.622
	0.008**
	0.031
	-0.013
	0.768

	Merger
	0.004
	0.532
	-0.019
	0.566
	
	
	0.082
	0.463
	
	
	-0.064
	0.236

	Precomp
	0.121
	0.140
	0.008
	0.524
	0.041**
	0.041
	-0.068
	0.707
	0.01
	0.433
	0.025
	0.329

	Postcomp
	
	
	0.027
	0.161
	
	
	0.01
	0.953
	
	
	0.037
	0.269

	Institutional Ownership
	-0.005
	0.774
	0.083*
	0.062
	-0.008
	0.513
	0.577*
	0.05
	-0.040**
	0.016
	0.121
	0.118

	Ownership by Advisor to Acquirer
	0.064
	0.516
	0.121
	0.793
	0.302**
	0.031
	-3.142
	0.36
	0.006
	0.989
	0.537
	0.642

	Ownership by Advisor to Target
	-0.041
	0.971
	0.848**
	0.019
	-1.388
	0.1
	0.367
	0.75
	1.452
	0.379
	1.502
	0.274

	Year Dummies
	
	
	
	
	
	
	
	
	
	
	
	

	1997
	0.002
	0.709
	-0.004
	0.908
	0.009*
	0.064
	0.439
	0.121
	-0.004
	0.485
	-0.014
	0.657

	1998
	-0.014***
	0.002
	0.004
	0.916
	-0.001
	0.834
	-0.09
	0.714
	0.007
	0.154
	-0.036
	0.541

	1999
	-0.009*
	0.098
	-0.005
	0.886
	0
	0.946
	0.004
	0.984
	
	
	0.021
	0.44

	2000
	0.000
	0.973
	-0.062
	0.154
	-0.001
	0.844
	0.147
	0.578
	-0.011**
	0.012
	0.011
	0.83

	2001
	-0.007
	0.250
	-0.052
	0.279
	-0.001
	0.893
	
	
	-0.014**
	0.013
	-0.022
	0.476

	2002
	
	
	
	
	
	
	0.868
	0.109
	-0.004
	0.611
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjusted R2
	0.604
	
	0.139
	
	0.6954
	
	0.569
	
	0.6274
	
	0.248
	


Panel B: Return on Equity

 ROAt

	
	t=1
	t=2
	t=3

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Bidder
	
	
	
	
	
	
	
	
	
	
	
	

	Log(B/M)
	0.019
	0.137
	-0.004
	0.563
	-0.003**
	0.024
	-0.006
	0.224
	-0.004***
	0.001
	0.005
	0.597

	D/E
	0.006*
	0.055
	-0.001
	0.29
	-0.000**
	0.041
	-0.017***
	0
	0
	0.811
	-0.003
	0.295

	P/E
	-0.001
	0.169
	0
	0.31
	0
	0.109
	0.000*
	0.09
	0
	0.34
	0
	0.561

	Sales Growth
	0.02
	0.261
	0.012
	0.18
	-0.005**
	0.02
	0.004
	0.732
	-0.005***
	0.001
	0.008
	0.186

	Liquidity
	
	
	0.029
	0.123
	
	
	-0.021
	0.27
	
	
	0.029
	0.222

	Overlap
	0.112*
	0.098
	
	
	-0.008
	0.101
	
	
	0.004
	0.42
	
	

	Overlap*Size
	-0.045*
	0.098
	
	
	0.003*
	0.095
	
	
	-0.001
	0.435
	
	

	Relative size
	0.017
	0.499
	0.04
	0.162
	0.005*
	0.072
	-0.006
	0.856
	-0.006*
	0.066
	0.022
	0.56

	Performance Lag
	
	
	
	
	
	
	
	
	
	
	
	

	ROAt-1
	4.178***
	0.008
	0.813***
	0
	0.747***
	0
	0.820***
	0
	0.783***
	0
	0.742***
	0

	Deal Specific Characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Cash
	-0.005
	0.509
	0.006
	0.318
	-0.001
	-0.001
	0.010*
	0.077
	0
	0.611
	0.006
	0.375

	Merger
	0.005
	0.571
	-0.005
	0.386
	
	
	-0.003
	0.66
	
	
	-0.015*
	0.066

	Precomp
	0.246*
	0.059
	0.014
	0.104
	0.002
	0.341
	0.011*
	0.063
	0.007**
	0.013
	0.002
	0.793

	Postcomp
	
	
	0.016*
	0.08
	
	
	-0.012
	0.163
	
	
	0.001
	0.907

	Institutional Ownership
	-0.051
	0.105
	0.023*
	0.054
	-0.001
	0.609
	-0.017
	0.163
	-0.004
	0.168
	0.005
	0.772

	Ownership by Advisor to Acquirer
	-0.158
	0.701
	0.138
	0.694
	0.028
	0.33
	0.084
	0.754
	0.02
	0.815
	0.007
	0.984

	Ownership by Advisor to Target
	-3.138
	0.172
	0.016
	0.882
	-0.03
	0.885
	0.057
	0.674
	0.072
	0.748
	0.109*
	0.068

	Year Dummies
	
	
	
	
	
	
	
	
	
	
	
	

	1997
	
	
	
	
	-0.002*
	0.06
	
	
	
	
	
	

	1998
	
	
	-0.009
	0.548
	-0.001
	0.342
	0.031***
	0.005
	0.001
	0.161
	0.007
	0.553

	1999
	-0.015
	0.101
	-0.019
	0.202
	-0.001
	0.242
	0.029***
	0.005
	
	
	0.004
	0.737

	2000
	
	
	-0.03
	0.104
	-0.001
	0.387
	0.042***
	0.002
	0
	0.778
	
	

	2001
	-0.002
	0.676
	-0.014
	0.384
	
	
	0.034***
	0.003
	-0.002
	0.146
	0.001
	0.928

	2002
	-0.009
	0.248
	
	
	-0.002*
	0.06
	
	
	0.001
	0.606
	-0.011
	0.573

	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjusted R2
	0.726
	
	0.6465
	
	0.8713
	
	0.682
	
	0.836
	
	0.573
	


Panel B: Net Profit Margin

 NPMt

	
	t=1
	t=2
	t=3

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Bidder
	
	
	
	
	
	
	
	
	
	
	
	

	Log(B/M)
	-0.037***
	0.004
	0.996
	0.236
	-0.001
	0.945
	0.05
	0.246
	-0.035**
	0.03
	0.077***
	0.008

	D/E
	0.004
	0.249
	-0.556
	0.433
	-0.001
	0.751
	-0.127**
	0.036
	-0.003
	0.295
	-0.007
	0.454

	P/E
	-0.001
	0.21
	0
	0.407
	0.000***
	0
	0.000**
	0.036
	0.001
	0.139
	0.000*
	0.082

	Sales Growth
	-0.024
	0.62
	5.964
	0.232
	-0.043*
	0.057
	-0.009
	0.879
	-0.073***
	0
	0.149*
	0.082

	Liquidity
	
	
	-4.192
	0.281
	
	
	-0.24
	0.171
	
	
	-0.195
	0.409

	Overlap
	0.103
	0.308
	
	
	0.026
	0.617
	
	
	0.015
	0.7
	
	

	Overlap*Size
	-0.04
	0.325
	
	
	-0.01
	0.658
	
	
	-0.005
	0.758
	
	

	Relative size
	0.008
	0.892
	0.089
	0.941
	0.047
	0.201
	-0.369
	0.218
	-0.054*
	0.088
	0.064
	0.515

	Performance Lag
	
	
	
	
	
	
	
	
	
	
	
	

	NPMt-1
	1.005***
	0.002
	0.494
	0.415
	0.955***
	0
	1.085
	0.124
	0.426***
	0.002
	0.856***
	0

	Deal Specific Characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Cash
	0.01
	0.395
	0.226
	0.399
	-0.018**
	0.024
	0.004
	0.887
	0.013**
	0.031
	0.006
	0.761

	Merger
	-0.023
	0.12
	0.019
	0.951
	
	
	-0.009
	0.749
	(dropped)
	
	-0.015
	0.57

	Precomp
	0.305
	0.127
	0.33
	0.414
	0.142*
	0.051
	-0.014
	0.662
	0.055**
	0.034
	-0.022
	0.276

	Postcomp
	
	
	0.287
	0.618
	
	
	-0.357
	0.138
	(dropped)
	
	0.004
	0.89

	Institutional Ownership
	-0.045
	0.37
	-3.694
	0.306
	-0.023
	0.326
	-0.031
	0.77
	-0.046
	0.187
	-0.056
	0.208

	Ownership by Advisor to Acquirer
	-0.913
	0.55
	34.32
	0.31
	0.411
	0.15
	-0.103
	0.933
	-1.083
	0.297
	-0.005
	0.996

	Ownership by Advisor to Target
	-0.973
	0.779
	8.871
	0.376
	-5.237*
	0.054
	0.37
	0.541
	3.243
	0.113
	-0.35
	0.414

	Year Dummies
	
	
	
	
	
	
	
	
	
	
	
	

	1997
	
	
	-0.329
	0.487
	0.011
	0.446
	-0.029
	0.83
	-0.002
	0.818
	0.048
	0.565

	1998
	0.022
	0.121
	0.106
	0.71
	-0.005
	0.683
	-0.141
	0.378
	0.006
	0.527
	-0.029
	0.809

	1999
	-0.018
	0.149
	-1.868
	0.288
	-0.005
	0.716
	-0.055
	0.688
	(dropped)
	
	0.058
	0.491

	2000
	
	
	
	
	0.003
	0.769
	-0.016
	0.91
	-0.018**
	0.032
	0.094
	0.258

	2001
	0.018*
	0.08
	0.134
	0.724
	0.005
	0.646
	-0.036
	0.805
	-0.024**
	0.032
	0.074
	0.382

	2002
	0.023
	0.117
	0.288
	0.796
	
	
	
	
	-0.012
	0.356
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjusted R2
	0.645
	
	0.111
	
	0.86
	
	0.441
	
	0.6441
	
	0.785
	


***-significant at 1% significance level

**-at 5% *-at 10%

Table V

Geographic Expansion and Post-Merger Performance
Panel A: Return on Equity

 ROEt

	
	t=1
	t=2
	t=3

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Bidder
	
	
	
	
	
	
	
	
	
	
	
	

	Log(B/M)
	-0.013
	0.215
	-0.013
	0.366
	-0.023*
	0.058
	-0.248*
	0.063
	-0.018
	0.319
	0.094
	0.185

	D/E
	0.001
	0.611
	-0.017***
	0.000
	-0.000
	0.975
	1.306**
	0.029
	-0.000
	0.959
	-0.118
	0.181

	P/E
	0
	0.673
	0.000
	0.210
	0.000***
	0.000
	-0.000
	0.280
	0.000
	0.280
	-0.000
	0.706

	Sales Growth
	-0.038***
	0
	-0.024
	0.443
	-0.050***
	0.002
	-0.400
	0.103
	-0.029**
	0.045
	0.040*
	0.097

	Liquidity
	
	
	0.002
	0.965
	
	
	2.405**
	0.023
	
	
	-0.060
	0.549

	Expand*Size
	0.024*
	0.056
	
	
	0.020
	0.287
	
	
	0.073***
	0.009
	
	

	Relative size
	0.011
	0.588
	0.033
	0.626
	0.017
	0.421
	1.202
	0.107
	-0.018
	0.530
	0.357
	0.171

	Performance Lag
	
	
	
	
	
	
	
	
	
	
	
	

	ROEt-1
	0.522***
	0.002
	0.004
	0.400
	0.370*
	0.090
	1.449*
	0.077
	0.052
	0.820
	0.029**
	0.032

	Deal Specific Characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Cash
	0.003
	0.511
	0.045**
	0.040
	-0.003
	0.689
	0.062
	0.622
	0.002
	0.866
	-0.013
	0.768

	Merger
	(dropped)
	
	-0.019
	0.566
	(dropped)
	
	0.082
	0.463
	(dropped)
	
	-0.064
	0.236

	Precomp
	(dropped)
	
	0.008
	0.524
	(dropped)
	
	-0.068
	0.707
	(dropped)
	
	0.025
	0.329

	Postcomp
	(dropped)
	
	0.027
	0.161
	(dropped)
	
	0.010
	0.953
	(dropped)
	
	0.037
	0.269

	Institutional Ownership
	0.018
	0.239
	0.083*
	0.062
	-0.010
	0.605
	0.577*
	0.050
	-0.107***
	0.005
	0.121
	0.118

	Ownership by Advisor to Acquirer
	0.39
	0.125
	0.121
	0.793
	-0.169
	0.498
	-3.142
	0.360
	-0.208
	0.591
	0.537
	0.642

	Ownership by Advisor to Target
	-3.082**
	0.044
	0.848**
	0.019
	0.258
	0.840
	0.367
	0.750
	0.468
	0.838
	1.502
	0.274

	Year Dummies
	
	
	
	
	
	
	
	
	
	
	
	

	1997
	0.017***
	0.004
	-0.004
	0.908
	0.009
	0.406
	0.439
	0.121
	0.002
	0.840
	-0.014
	0.657

	1998
	0.004
	0.434
	0.004
	0.916
	0.014
	0.215
	-0.090
	0.714
	0.025**
	0.024
	-0.036
	0.541

	1999
	(dropped)
	
	-0.005
	0.886
	-0.002
	0.820
	0.004
	0.984
	(dropped)
	
	0.021
	0.440

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	2000
	0.005
	0.271
	-0.062
	0.154
	0.001
	0.909
	0.147
	0.578
	0.007
	0.565
	0.011
	0.830

	2001
	0.016**
	0.026
	-0.052
	0.279
	0.008
	0.374
	(dropped)
	
	0.000
	0.994
	-0.022
	0.476

	2002
	0.008
	0.181
	(dropped)
	
	(dropped)
	
	0.868
	0.109
	0.009
	0.630
	(dropped)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjusted R2
	0.87
	
	0.139
	
	0.813
	
	0.569
	
	0.747
	
	0.247
	


Panel B: Return on Assets

 ROAt

	
	t=1
	t=2
	t=3

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Bidder
	
	
	
	
	
	
	
	
	
	
	
	

	Log(B/M)
	-0.002
	0.389
	-0.004
	0.563
	-0.004
	0.169
	-0.006
	0.224
	0.001
	0.829
	-0.035**
	0.021

	D/E
	-0.000
	0.703
	-0.001
	0.290
	0
	0.961
	-0.017***
	0.000
	0.002
	0.131
	-0.017
	0.294

	P/E
	-0.000
	0.722
	-0.000
	0.310
	0
	0.124
	0.000*
	0.090
	0.000**
	0.027
	0.000**
	0.013

	Sales Growth
	-0.004
	0.147
	0.012
	0.180
	-0.008*
	0.065
	0.004
	0.732
	-0.008***
	0.004
	0.014*
	0.081

	Liquidity
	
	
	0.029
	0.123
	
	
	-0.021
	0.270
	
	
	-0.073
	0.384

	Expand*Size
	-0.000
	0.995
	
	
	-0.003
	0.526
	
	
	0.007*
	0.055
	
	

	Relative size
	0.002
	0.748
	0.040
	0.162
	0.003
	0.563
	-0.006
	0.856
	-0.009
	0.174
	0.006
	0.958

	Performance Lag
	
	
	
	
	
	
	
	
	
	
	
	

	ROAt-1
	0.940***
	0.000
	0.813***
	0.000
	0.770***
	0
	0.820***
	0.000
	0.781***
	0
	0.406***
	0.003

	Deal Specific Characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Cash
	0.002
	0.127
	0.006
	0.318
	-0.003*
	0.06
	0.010*
	0.077
	0
	0.893
	0.024
	0.266

	Merger
	(dropped)
	
	-0.005
	0.386
	(dropped)
	
	-0.003
	0.660
	(dropped)
	
	-0.070
	0.275

	Precomp
	(dropped)
	
	0.014
	0.104
	(dropped)
	
	0.011*
	0.063
	(dropped)
	
	-0.001
	0.988

	Postcomp
	(dropped)
	
	0.016*
	0.080
	(dropped)
	
	-0.012
	0.163
	(dropped)
	
	-0.042*
	0.086

	Institutional Ownership
	0.006
	0.202
	0.023*
	0.054
	-0.005
	0.323
	-0.017
	0.163
	-0.015**
	0.036
	0.016
	0.779

	Ownership by Advisor to Acquirer
	0.288**
	0.030
	0.138
	0.694
	-0.005
	0.952
	0.084
	0.754
	0.039
	0.592
	-1.232
	0.630

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	Ownership by Advisor to Target
	-0.346
	0.525
	0.016
	0.882
	-0.003*
	0.06
	0.057
	0.674
	-0.25
	0.661
	1.330**
	0.033

	Year Dummies
	
	
	
	
	
	
	
	
	
	
	
	

	1997
	0.003
	0.242
	-0.009
	0.551
	0
	0.877
	0.013
	0.317
	0.002
	0.840
	-0.014
	0.657

	1998
	0.001
	0.790
	-0.009
	0.548
	0.001
	0.822
	0.031***
	0.005
	0.025**
	0.024
	-0.036
	0.541

	1999
	(dropped)
	
	-0.019
	0.202
	-0.001
	0.561
	0.029***
	0.005
	(dropped)
	
	0.021
	0.440

	2000
	-0.001
	0.723
	-0.030
	0.104
	-0.001
	0.595
	0.042***
	0.002
	0.007
	0.565
	0.011
	0.830

	2001
	0.002
	0.218
	-0.014
	0.384
	-0.001
	0.538
	0.034***
	0.003
	0.000
	0.994
	-0.022
	0.476

	2002
	0.003
	0.205
	(dropped)
	
	(dropped)
	
	(dropped)
	
	0.009
	0.630
	(dropped)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjusted R2
	0.915
	
	0.647
	
	0.91
	
	0.6822
	
	0.9005
	
	0.527
	


Panel C: Net Profit Margim

 NPMt

	
	t=1
	t=2
	t=3

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	Pre-merger characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Bidder
	
	
	
	
	
	
	
	
	
	
	
	

	Log(B/M)
	-0.017
	0.305
	0.996
	0.236
	-0.018
	0.287
	0.050
	0.246
	-0.017
	0.604
	0.077***
	0.008

	D/E
	-0.000
	0.959
	-0.556
	0.433
	-0.004
	0.556
	-0.127**
	0.036
	0.003
	0.779
	-0.007
	0.454

	P/E
	0.001**
	0.043
	0
	0.407
	0.000***
	0.000
	0.000**
	0.036
	0.001*
	0.062
	0.000*
	0.082

	Sales Growth
	-0.127***
	0.000
	5.964
	0.232
	-0.127***
	0.000
	-0.009
	0.879
	-0.094***
	0.001
	0.149*
	0.082

	Liquidity
	
	
	-4.192
	0.281
	
	
	-0.240
	0.171
	
	
	-0.195
	0.409

	Expand*Size
	0.006
	0.820
	
	
	0.018
	0.526
	
	
	0.062*
	0.087
	
	

	Relative size
	-0.010
	0.734
	0.089
	0.941
	0.023
	0.539
	-0.369
	0.218
	-0.059
	0.286
	0.064
	0.515

	Performance Lag
	
	
	
	
	
	
	
	
	
	
	
	

	NPMt-1
	0.736***
	0.000
	0.494
	0.415
	0.545***
	0.000
	1.085
	0.124
	0.182
	0.396
	0.856***
	0.000

	Deal Specific Characteristics
	
	
	
	
	
	
	
	
	
	
	
	

	Cash
	-0.001
	0.898
	0.226
	0.399
	-0.016**
	0.042
	0.004
	0.887
	-0.004
	0.779
	0.006
	0.761

	Merger
	(dropped)
	
	0.019
	0.951
	(dropped)
	
	-0.009
	0.749
	(dropped)
	
	-0.015
	0.570

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	Precomp
	(dropped)
	
	0.33
	0.414
	(dropped)
	
	-0.014
	0.662
	(dropped)
	
	-0.022
	0.276

	Postcomp
	(dropped)
	
	0.287
	0.618
	(dropped)
	
	-0.357
	0.138
	(dropped)
	
	0.004
	0.890

	Institutional Ownership
	0.006
	0.854
	-3.694
	0.306
	-0.003
	0.914
	-0.031
	0.770
	-0.181***
	0.009
	-0.056
	0.208

	Ownership by Advisor to Acquirer
	1.085*
	0.056
	34.32
	0.31
	-0.641
	0.202
	-0.103
	0.933
	-0.987
	0.321
	-0.005
	0.996

	Ownership by Advisor to Target
	-3.085**
	0.021
	8.871
	0.376
	0.951
	0.757
	0.370
	0.541
	4.308
	0.460
	-0.350
	0.414

	Year Dummies
	
	
	
	
	
	
	
	
	
	
	
	

	1997
	0.035***
	0.000
	-0.329
	0.487
	0.025
	0.171
	-0.029
	0.830
	0.006
	0.750
	0.048
	0.565

	1998
	0.008
	0.205
	0.106
	0.71
	0.028
	0.156
	-0.141
	0.378
	0.030
	0.110
	-0.029
	0.809

	1999
	(dropped)
	
	-1.868
	0.288
	0.004
	0.810
	-0.055
	0.688
	(dropped)
	
	0.058
	0.491

	2000
	0.017***
	0.009
	(dropped)
	
	0.014
	0.214
	-0.016
	0.910
	0.004
	0.850
	0.094
	0.258

	2001
	0.040***
	0.005
	0.134
	0.724
	0.025
	0.102
	-0.036
	0.805
	-0.015
	0.644
	0.074
	0.382

	2002
	-0.001
	0.910
	0.288
	0.796
	(dropped)
	
	(dropped)
	
	0.008
	0.766
	(dropped)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjusted R2
	
	
	
	
	
	
	
	
	
	
	
	


� Market overlapping (market expanding) mergers are defined as those for which the number of overlapping branches is greater (less) than 50% of the target bank’s total branches


� The law which imposed the barriers to purchase of the bank in the other U.S. state


� Date of implementation of the Riegle-Neal Act


� Due to the characteristics of the sample, the regression was estimated using heteroscedasticity robust OLS. The justification of using this method is similar to that presented in the Performance part of Methodology chapter. For further justification of using this variable also see Performance section in the Methodology.  


� Liquidity coefficient is dropped out in the full sample


� Overlap_for_Size  was also tried, but estimation results doesn’t differ substantially from once presented in the Table.
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