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Abstract 
We empirically test whether chief executive officers (CEOs) undertake serial acquisitions 
with the desideratum of increasing their own pay. We show that executive compensation 
increases after each deal in an acquisition series. In turn, executive compensation and its 
recent increment have certain predictive power over future acquisitions and the end of an 
acquisition series. Considering acquisition performance, after controlling for deal 
characteristics, we find no significant difference between serial acquirers and occasional 
acquirers in performance during announcement period. In the long run, serial acquirers 
outperform occasional acquirers while they also experience significant risk decline. 
Considering pay and performance relation, we find no significant relation between executive 
compensation and serial acquirers’ announcement performance. Similarly, in the long run, 
higher pay level does not generate superior long run performance for the serial acquirers. We 
employ a bootstrapping method and GARCH (1, 1) model to ensure the robust and unbiased 
results of the calendar-time portfolio regressions (CTPR) approach in the long run analysis. 
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I. Introduction 
 
Serial acquisitions have recently attracted some attention among academic researchers. Much 

of the attention is centred on the appraisal of the serial acquirer’s short run performance3 (for 

instance, Fuller, Netter, and Stegemoller, 2002; Conn, Cosh, Guest, and Hughes, 2004 and 

Bradley and Sundaram, 2004). Some studies also propose potential explanations of why serial 

acquisitions occur (for example, Conn et al., 2004 and Croci, 2005).  

This paper aims to explore one potential motivation of serial acquisitions from the perspective 

of agency theory. The conflict between shareholders and corporate management arising from 

the separation of ownership and control in the publicly held corporation has been well 

recognized since Berle and Means (1932). Managers as agents of shareholders may make 

investing and financing decisions that serve their own interests to the detriment of 

shareholders. Specifically, we ask whether managers undertake serial acquisitions to increase 

their own pay. Consistent with managerial power view which suggests that managers can 

possess bargaining power to influence over their own pay (Bebchuk and Fried, 2003 and 

Grinstein and Hribar, 2004), we argue that acquisitions, especially serial ones, can provide 

such opportunities by allowing managers to build a business empire. Noticeably, the direct 

outcomes of a completed corporate takeover are the enlarged firm size and the increased 

managing complexity, both of which could be legitimate justification for higher CEO pay. 

Besides the analysis of the announcement period returns, which has been the focus of most of 

the previous related studies, we explore, in this study, the long term value creation effect of 

the serial acquisitions. Unlike Conn et al. (2004) who use the buy-and-hold abnormal returns 

methodology, we rely on calendar-time portfolio regressions (CTPR) with bootstrapping4 and 

GARCH (1, 1) model5 to examine the long run performance as well as the risk change of the 

serial acquirers.  

 

                                                 
3One exception is Conn et al. (2004) in which buy-and-hold abnormal returns (BHAR) and calendar time 
abnormal returns (CTAR) approaches are implemented to examine long run performance of multiple acquirers. 
4 Bootstrapping methodology here is to ensure the robustness of the t test of the regressions in the CTPR 
approach. The details of the methodology are discussed in the Methodology section. 
5 GARCH (1, 1) model is implemented to ensure unbiased estimate of the coefficients in the CTPR approach 
through the control of the conditional volatility of the portfolio returns (Hou, Olsson, and Robinson, 2004). This 
model is discussed in the methodology section.  
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Based on a sample of 2527 acquisitions in the US during the period January 1, 1993 to 

December 31, 2004, we identify 149 serial acquirers who make 1223 acquisitions, an average 

of 8.2 deals. Considering the relation between executive compensation and serial acquisitions, 

we find that executive compensation increases after every successive takeover. As a result, 

during our sample period, the average total compensation of the CEOs of serial acquirers is 

113% more than that of the CEOs of the occasional acquirers. In turn, executive 

compensation and its recent annual increment have certain predictive power over the 

frequency of acquisition deals up to 4 years after a recently completed deal. In terms of the 

performance, based on univariate analysis, during the announcement period, serial acquirers 

underperform their occasional counterparts. However, this underperformance vanishes after 

we control for deal characteristics, time-varying, and industry effects in the multivariate 

regression analysis. Also, executive compensation is not significantly associated with the 

abnormal performance of serial acquirers during deal announcement period. Further, we find 

that the market reception of the previous deal has significant adverse impact on the market 

response to the following one. Using calendar-time portfolio regressions approach with 

bootstrapping and GARCH (1, 1) model, we find that, over 3-year period, serial acquirers 

significantly outperform their occasional counterparts by 0.6% 6  monthly, representing a 

21.6% difference over that period.  

Our study extends the previous studies on serial acquirers (Fuller et al., 2002; Conn et al., 

2004; Bradley and Sundaram, 2004 and Croci, 2005). We investigate, for the first time, the 

role of executive compensation in serial acquisitions. Our analyses add on the agency theory-

based empire building and management entrenchment arguments by providing direct 

empirical evidence on the relation between executive compensation and serial acquisitions. 

Our study also extends the studies of managerial incentives in acquisitions (Datta et al., 2001, 

Harford and Li, 2007 Girma et al, 2006 and Sudarsanam and Huang, 2006) by considering the 

serial pattern of acquisitions. These studies deliberately overlook such pattern 7 , which 

sacrifices the accuracy and comprehensiveness of the inferences. 

                                                 
6 Result based on CTPR approach with bootstrapping on equally-weighted portfolio returns. Ceteris paribus, the 
result based on value-weighted portfolio returns is 0.9%. The results are robust when we alternatively use 
GARCH (1, 1) model. 
7 In the long run analysis of corporate acquisition, most of the studies ignore the serial acquisition pattern by 
chopping the deals completed 3 years within the effective date of the included acquisition.  
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Methodologically, we impose a criterion to ensure the CEO remains in his or her position 

during a series of acquisitions8. We argue that this “single CEO” criterion ensures valid and 

unbiased inference from the data analysis. Further, we study the announcement period 

abnormal returns as well as the long run performance of the serial acquirers. So far, there is 

yet no consensus on how to assess the long run performance of serial acquisitions. In the 

study, for the first time, we employ calendar-time portfolio regressions (CTPR) approach with 

bootstrapping method and GARCH (1, 1) model to investigate the serial acquirers’ long run 

performance. Meanwhile, we also estimate, in the same model, the risk difference between 

serial acquirers and occasional acquirers.  

The remainder of the paper proceeds as follows. Section II further discusses the literature and 

hypotheses. Section III provides the details about our data and methodology. Section IV 

presents the sample characteristics and the empirical findings. Section V concludes. 

II. Literature Review and Hypotheses 

A. Agency Problem and Executive Pay 

Since Berle and Means (1932), modern literature has been discussing the conflict between 

shareholders and corporate management stemming from the separation of ownership and 

control in the publicly held corporation. Managers as agents of shareholders may make 

investing and financing decisions that serve their own interests to the detriment of 

shareholders. Since the seminal work of Jensen and Meckling (1976), the literature has 

focused on how managerial ownership and compensation contracting can help to align the 

interests of the managers with those of the shareholders (Baker et al, 1988). With information 

asymmetry due to managers controlling access to corporate information, shareholders’ ability 

to monitor whether a project chosen by managers is shareholder value enhancing is limited. 

This requires shareholders to design proper corporate control or incentive mechanisms to 

drive managers to act in the best interests of the shareholders.  

A compensation contract that links a portion of managerial compensation to firm performance 

is one such key corporate control mechanism. A standard compensation contract contains four 

                                                 
8 Previous studies, i.e., Fuller et al., 2002; Conn et al., 2004; Bradley and Sundaram, 2004 and Croci, 2005, do 
not explicitly express the “single CEO” criterion in their sampling process. This is deemed problematic as the 
tests of empire building hypothesis, managerial super ability hypothesis, and managerial overconfidence 
hypothesis are all related to CEO’s personal traits. Therefore, the tests may be biased and even invalid if a series 
of acquisitions is led by different CEOs.  
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basic parts: base salary, annual bonus, stock options, and long-term incentive plans (LTIPs) 

including restricted stock plans and multiyear accounting-based performance plans. Annual 

bonus and LTIPs (settled in cash or shares) are awarded to managers when they achieve 

predetermined performance benchmarks over a predetermined period. Even though an annual 

bonus plan provides incentives to increase firm profit, its incentive effect is tenuous compared 

with that of equity based compensation. Hall and Liebman (1998) provide empirical evidence 

supporting the argument that pay-to-performance sensitivity is mainly from stock options and 

stock ownership. 

Recent research in executive compensation proposes that executive compensation is at best a 

two-edged sword and can itself be source of agency problem. Bebchuk and Fried (2003) 

attribute this to “managerial power”, the extent to which the CEO can influence over his/her 

own pay. Under the managerial power approach, executive compensation is not an instrument 

for alleviating the agency problem but itself creates an agency problem. Managers’ influence 

over their own pay might impose substantial indirect costs on shareholders—beyond the 

direct cost of excessive pay executives receive—by diluting and distorting managers’ 

incentive to enhance shareholder value and hurting corporate performance. In acquisitions, the 

direct outcomes of a completed corporate takeover are the enlarged firm size and the 

increased organisational complexity, both of which could be legitimate justifications for 

higher CEO pay. Therefore, corporate acquisitions in fact provide CEOs with justifiable 

opportunities to exploit their managerial power. 

B. Executive Compensation in acquisitions 

Corporate takeovers are major, externally observable, and discretionary long-term 

investments that can dramatically alter the risk profile of the acquirer and aggravate the 

potential conflict of interests between managers and shareholders. Dow and Raposo (2005) 

cite mergers as ‘a clear example of dramatic change’ in a corporation. They further comment 

that the way executive compensation responds to changes in strategy can lead to managers 

choosing strategic change that is more radical than the shareholders would prefer.  

There is extensive evidence that acquirer shareholders do not gain from corporate takeovers 

during announcement period and experience value losses in the longer run (see Weston et al, 

2004, Ch. 8; Sudarsanam, 2003, Ch. 4 for summary reviews). The 1990s experienced the fifth 

merger wave in the US (Sudarsanam, 2003, ch.2). This wave also witnessed the greatest value 
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destruction from acquisitions so far. The 3-day abnormal loss to acquirers during 1998 – 2001 

amounted to a colossal $240bn and the combined value loss to listed targets and acquirers 

$134bn in the same period (Moeller et al, 2005). This staggering loss points to the high-risk 

nature of corporate takeovers. Whether such value loss is related to skewed risk incentives 

that managerial compensation contracts provide is an interesting question to resolve 

empirically. We therefore consider acquisition a proper corporate decision context in which to 

explore the relation among compensation, investment risk profile and shareholder value gains. 

Does executive compensation drive acquisitions? 

Empirical results concerning the incentive effect of executive compensation upon corporate 

acquisition performance are mixed. One strand of empirical studies documents the positive 

impact of pay on performance (i.e., Lambert and Larcker, 1987; Tehranian, 1987; Travlos and 

Waegelein, 1992; Shinn 1999; Ueng and Wells, 2001; Datta et al, 2001; Wright et al, 2002 

and Cornett et al, 2003). Other empirical analyses, however, record no significant relationship 

pay and performance (e.g., Schmidt and Fowler, 1990; Firth, 1991; Banerjee and Owers; 1993; 

Conyon and Gregg, 1994; Kim, 2004 and Grinstein and Hribar, 20049)  

The inconclusiveness in examining the impact of executive compensation on the performance 

of corporate acquisitions warrants a closer look at the flip side of the relation, namely, the 

impact of corporate acquisitions on executive compensation. In the next section, we argue that 

executive compensation may become an agency problem while corporate acquisition becomes 

an exploitable opportunity for the managers to reap their own benefit from engaging in non 

shareholder value enhancing acquisition, negative NPV acquisition. 

Impact of acquisition on executive compensation 

Many other studies examine the impact of corporate acquisitions on executive compensation. 

Various studies provide empirical evidence that executive pay rewards good acquisition 

performance. Lambert and Larcker (1987) suggest that, on average, only executives making 

acquisitions that increase shareholder wealth experience a statistically significant increase in 

compensation and wealth. Khorana and Zenner (1998) reach similar results that good 

acquisitions increase compensation, while bad acquisitions have an insignificant effect on 

total compensation. Coakley and Iliopoulou (2006) provide UK evidence to support the 

                                                 
9 The summary of these studies are provide as the appendix at the end of this chapter. 
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managerial power hypothesis. Their empirical results indicate that less independent and larger 

boards award CEOs significantly higher bonus and salary following corporare acquisition 

completion. 

Nevertheless, as mergers and acquisitions lead to increase in firm size, which is positively 

related to the size of CEO compensation, corporate acquisitions are normally followed by an 

increase in CEO compensation, regardless of the acquirer’s performance (Grinstein and 

Hribar, 2004; Bliss and Rosen, 2001; Firth, 1991). Grinstein and Hribar (2004) find that 

performance is negatively related to the amount of the acquisition bonus awarded to the CEO. 

Their results indicate that acquisition bonus is inversely related to the announcement period 

performance. More recently, Harford and Li (2007) observe, for the 1990s mergers, that 

acquirer CEOs are richly rewarded for growth through acquisitions with substantial new stock 

and option grants. CEO pay and wealth are completely insensitive to poor post-acquisition 

performance but CEO wealth increases with good performance. Using a sample from 1981 to 

1996, Girma et al (2006) provide UK evidence on the impact of corporate acquisitions on the 

remuneration of CEOs. Their results suggest that CEO pay is not strongly related to company 

performance, while increases in firm size do have a significant impact. However, they also 

document that CEOs engaging in shareholder value-reducing 10  acquisitions experience 

significantly lower remuneration than their counterparts whose deals meet with market 

approval. Their results suggest that shareholder have at least some success in penalizing 

managers for unwarranted, empire-building, mergers. Consistent with the view that robust 

corporate governance can moderate inappropriate incentives to CEOs and enhance their 

sensitivity to performance, stronger boards maintain the sensitivity of CEO compensation to 

poor long run post-acquisition performance. 

Although there is also some evidence that stock-based components lead to value creating 

acquisitions and strong corporate monitoring enhances pay-for-performance sensitivity, these 

studies suggest that in the context of acquisition executive compensation may be somewhat 

decoupled from post-acquisition performance. These results are, however, consistent with the 

“managerial power” approach, suggesting that executive compensation is not an instrument 

for alleviating agency problem but itself an agency problem. “Managers’ influence over their 

own pay might impose substantial costs on shareholders—beyond the excess pay executives 

receive—by diluting and distorting managers’ incentive and hurting corporate performance” 

                                                 
10 Adverse market response during deal announcement period 
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(Bebchuk and Fried, 2003). Masulis, Wang, and Xie (forthcoming) examine 3,333 completed 

acquisitions during the period between 1990 and 2003. They find that acquirers with more 

anti-takeover provisions experience significantly lower announcement-period stock returns 

than other acquirers. This result support the hypothesis that managers protected by more anti-

takeover provisions face weaker discipline from the market for corporate control and thus, are 

more likely to indulge in empire-building acquisitions that destroy shareholder value.  

Why do firms make serial acquisitions? 

Examining patterns of the announcement returns of serial acquisitions, previous studies 

propose a range of hypotheses (Conn et al 2004 and Croci, 2005). The Overconfidence or 

Hubris Hypothesis suggests that managers are prone to undertake more acquisitions following 

successful previous acquisitions. Further, even after bad deals, overconfident managers 

continue to engage in more deals, expecting to deliver superior performance in the future 

(Conn et al, 2004 and Croci, 2005). The Overconfidence Hypothesis thus predicts that 

successful deals11  will be followed by less successful deals. Further, the following deals may 

also be value destructive.  

The Indigestion, Acquisitions Programme, and Diminishing Returns Hypotheses predict 

declining performance of serial acquirers (Conn et al 2004 and Croci, 2005). The Indigestion 

Hypothesis highlights the short time period between deals and stresses the inability of a serial 

acquirer to integrate the acquired target successfully within a relative short time period before 

undertaking the next acquisition. The Acquisitions Programme Hypothesis argues that stock 

market reaction capitalises the value effect of the entire acquisition programme at the first 

deal of the acquisition series (Asquith et al, 1983; Schipper and Thompson, 1983; Malatesta 

and Thompson, 1985; and Croci, 2005). The following deals of the same series will, therefore, 

not have any significant abnormal return. The Diminishing Returns Hypothesis stresses the 

diminishing efficiency of the investment schedule characterising a firm’s acquisitions 

programme. Following this line of argument, the best deal is made first and so the value 

creation effect of the following acquisitions would be decreasing (Croci, 2005).  

While the aforementioned hypotheses stress the negative performance of serial acquisitions, 

The Superior Acquisitions Skills Hypothesis emphasises the positive value-creation effect of 

serial acquisitions. Specifically, this hypothesis stresses the ability of the manager to deliver 
                                                 
11 Successful deal here is defined as a deal generating a positive benchmark adjusted return on announcement. 
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good performance consistently in an acquisition series by picking undervalued targets or by 

identifying hidden synergies (Croci, 2005). It suggests that a successful deal is followed by 

another successful one. The Organizational Learning Hypothesis argues that both the number 

and the order of acquisitions have a positive impact on the performance (Conn et al, 2004). In 

other words, because of the learning effect, serial acquirers make one good deal after another 

over time.  

The Overvaluation Hypothesis suggests that managers exploit the market misevaluation, i.e., 

overvaluation, of the firm stock. Such acquirers are more likely to use stock as the payment 

method. For example, Fuller et al (2002) provide evidence that method of payment plays an 

important role in value creation by the serial acquirers. The overvalued acquirers could 

experience significant negative long run performance but not the short run performance 

(Shleifer and Vishny, 2003; Conn et al, 2004; Dong et al, 2006). In serial acquisitions, the 

Overvaluation Hypothesis predicts diminishing announcement returns over time. This also 

means that glamour acquirers, i.e., acquirers with high market-to-book ratio, are more likely 

to be serial acquirers. Following this line of argument, the acquisition performance prescribed 

by the Overvaluation Hypothesis would be similar to that suggested by the glamour vs. value 

acquirer hypothesis. 

The above hypotheses assume no agency conflict between managers and shareholders. In 

contrast, the Empire Building Hypothesis addresses the divergence of interests between 

managers and shareholders because of the separation of management and ownership. 

Managers may choose to use shareholder’s capital to build their own managerial empires 

rather than to maximize shareholder wealth (Jensen, 1986). Further, in firms with large cash 

reserves and entrenched management, the continuous empire building behaviour in 

acquisitions may be manifested in serial acquisitions. Thus, the announcement period 

abnormal returns in a series of acquisitions are likely to be persistently negative. However, 

this suggests that the acquirers will make cash-financed serial acquisitions and thus 

contradicts the Overvaluation Hypothesis. The various hypotheses discussed above and their 

predictions for the acquisition performance of serial acquirers are set out in Table 1. 

{Insert Table 1 about here} 
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C. Long Run Performance of Serial Acquirers 

It is a methodological challenge to examine the long-term performance of serial acquirers. 

Because of the inherently overlapping and clustering nature of serial acquisitions, it is not 

easy to distinguish the value creation effect of one takeover from that of the following ones. 

To the best of our knowledge, Conn et al (2004) is so far the only study that examines the 

long run performance of serial acquisitions. Conn et al (2004) measure the long run 

performance of serial acquirers through the buy-and-hold abnormal return (BHAR) approach 

and calendar time abnormal return (CTAR12). The event window of BHAR of each deal 

within a series is uneven as Conn et al (2004) estimate the BHAR of one particular deal just 

up to the announcement of the next deal. Their univariate analysis reveals that, on average, 

long run returns are lower for single acquirers than for multiple acquirers. However, the 

multivariate regression analysis in Conn et al (2004) suggests no difference in long run 

performance between single acquirers and multiple acquirers. The number of deals carried out 

in a series has no impact on the long run performance of serial acquirers. Nevertheless, the bid 

order has significantly negative influence on the performance. Their results are consistent 

with the Hubris Hypothesis, Diminishing Returns Hypothesis for successful first acquirers and 

with Organisational Learning Hypothesis for unsuccessful first acquirers.  

D. Executive Compensation Hypothesis 

Section C discusses the hypotheses that explain the occurrence of the serial acquisitions based 

on their performance pattern. In this section, stemming from agency theory, we propose the 

Executive Compensation Hypothesis as an alternative explanation of the serial acquisitions. 

Prior studies show that, corporate takeovers normally increase ex-post CEO compensation, 

regardless of the acquirer’s performance (Bliss and Rosen, 2001 and Grinstein and Hribar, 

2004, Girma et al, 2006) since corporate acquisitions usually result in increase in firm size, 

which is positively related to the size of compensation. Thus, CEOs of acquirers are expected 

to receive higher compensation than their counterparts of the non-acquirers. Furthermore, a 

series of acquisitions can provide managers attractive opportunies to increase their personal 

wealth over a long period. To sum up, managers undertake serial acquisitions with the 

                                                 
12 Calendar time abnormal return approach (CTAR) is different from calendar time portfolio approach (CTPR) in 
which Fama French 3 factors are used a time series regression to estimate the abnormal return, i.e., the α of the 
regression. We employ calendar time portfolio approach with GARCH (1, 1) or bootstrapping method in this 
paper. See methodology section for details. 
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desideratum of increasing their personal compensation. Formally, we propose the null 

hypothesis: 

Hypothesis 1: Increase in executive compensation is independent of the firm’s serial 

acquisitions. 

The alternative hypothesis is that executive compensation increases following each deal in an 

acquisition series. Further, supposing that successive acquisitions do increase CEO’s expected 

compensation over a long period, current compensation and the recent annual compensation 

increment should motivate the CEOs to further engage in corporate acquisitions. Thus, CEO’s 

current compensation level and its recent annual increment should be able to predict future 

corporate acquisition activity. Formally, in its null form, we have the hypothesis: 

Hypothesis 2: The firm’s future serial acquisition activity is independent of its CEO’s current 

compensation and/or recent compensation increase.  

The alternative hypothesis is that current executive compensation and its recent annual 

increment should be related to the occurance of future acquisition activity. Further, we expect 

no relation between executive compensation and acquisition performance. This is mainly 

because the increase in executive compensation is due to the persistent deal making behaviour 

of the CEOs but not because of the aligned interests shareed by the shareholders and the 

management. Formally, we propose the null hypothesis: 

Hypothesis 3: The performance of serial acquirers is independent of their CEO’s 

compensation.  

The alternative hypothesis is that CEO’s compensation is negatively associated with the 

performance of serial acquirers both in the short run and in the long run.  

III. Data and Methodology 

A. Data Sources and Sample Formation  

We use the Securities Data Company’s (SDC) on-line mergers database to form the sample of 

acquisitions made by U.S. companies during the period January 1, 1993 to December 31, 

2004. We include the transactions that satisfy the following conditions: 
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1) The deals are announced between January 1, 1993 and December 31, 2004; 

2) The deals are completed with an announcement date and following effective date, which 

fall within our sample period;  

3) The deals are identified as a merger, an acquisition or a tender offer resulting in majority 

control of target (over 50% of target existing shares) by SDC; 

4) Acquirer is a publicly listed firm that has at least 60 days of return data before the 

acquisition deal on the Center for Research in Security Prices (CRSP) database; 

5) Acquirer has accounting data available in Standard & Pool’s and CompuStat databases;  

6) Acquirer has executive compensation data available in Standard and Pool’s ExucuComp13 

database. 

We form the full sample with the six conditions mentioned above. Further, following Fuller et 

al. (2002) and Croci (2005), for the serial acquirers sample, we impose a condition that an 

acquirer completes at least five acquisition deals on different announcement days within five 

years of the first acquisition deal. We extend this period if there is another deal within two 

years of the completion of the last acquisition deal. Also, since we are examining the relation 

between executive compensation and serial acquisitions, we impose a stricter rule that 

requires the same CEO to stay in his or her position throughout the whole series of 

acquisitions. We consider the series finished if the serial acquirer CEO ceases to be CEO. 

Table 2 provides the details of the sampling. Out of 2527 acquisition deals, we identify 149 

serial acquirers who make 1223 deals during the sample period.  

{Insert Table 2 about here} 

B. Variables Estimation 

1. Serial acquisitions related variables 

We use four sets of dummies to describe the serial acquisitions. We use the first set of 

dummies to label the order of a member deal in a series of acquisitions. For instance, P1 

equals 1 for the first deal in a series and 0 otherwise. Similarly, we use P2, P3, P4, and P5 to 

label the second, third, fourth, and fifth deal in a series. We classify all other higher order 

deals by the dummy variable HIGHER. The second set of dummy variable distinguishes serial 

                                                 
13 Standard & Poor’s ExecuComp database provides data on salary, bonus, and total compensation for the top 
five executives (ranked annually by salary and bonus) for firms in the S&P 500, S&P Midcap 400, and S&P 
Smallcap 600, for the period from 1993 to 2004. 
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acquirers from the occasional ones in the full sample. Specifically, SAQ equals 1 if a deal 

belongs to a series of acquisitions and 0 otherwise.  

 

We set up the third set of dummies to depict the course of serial acquisitions. Specifically, 

PA1 equals 1 if, given a completed deal in a year, it is preceded by at least one deal in the 

previous calendar year. In other words, there are acquisition deals in two consecutive years. 

Similarly, we set PA2 to 1 if, given a recently completed deal, at least one deal is completed 

last calendar year and at least another deal the year before. In total, we have four dummies, 

PA1, PA2, PA3, and PA4 to account for the acquisitions of a particular acquirers for the past 

four years. Meanwhile, in the same spirit, we develop the fourth set of dummies to describe 

future acquisition activities of an acquirer. Specifically, FA1 equals 1 if, given a recently 

completed deal, at least one deal is made next calendar year and 0 otherwise. Similarly, we set 

FA2 to 1 if, given a recently completed deal, at least one deal is completed next calendar year 

and at least another one is made the year after. In total, we have four dummies, FA1, FA2, 

FA3, and FA4 to account for the acquisitions of the acquirers for the following four years. 

 

 

 
PA4 PA3 PA2 PA1 FA1 FA2 FA3 FA4 Current 

Deal  

2. Announcement period performance: cumulative abnormal returns (CARs) 

We measure the acquirers’ short-term performance through cumulative abnormal returns 

(CARs) over the event window (-1, +1). Using the Fama-French three-factor model14 (Fama 

and French, 1993), we define the abnormal return as: 

         
                      (1) ]ˆˆ)(ˆˆ[)( 3,2,,,1,,,, tititftmiitftiti HMLSMBRRRR βββαε ++−+−−=

 

Where  

1) itε  is the abnormal return of event firm i at event day t; 

2) ftit RR − , excess return of the event firm, is the rate of return to event firm i minus the 

one-month Treasury bill rate, at event day t;  

                                                 
14 The Fama and French three factors are taken from French’s datasets. See 
http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/Data_Library/f-f_factors.html for details. 
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3) ftmt RR − , the excess return on the market, is the value-weight return on all NYSE, AMEX, 

and NASDAQ stocks (from CRSP) minus the one-month Treasury bill rate at event day t; 

4) SMBt (Small Minus Big) is the average return on the three small portfolios minus the 

average return on the three big portfolios, at event day t; 

5) HMLt (High Minus Low) is the average return on the two value portfolios minus the 

average return on the two growth portfolios, at event day t. 

The coefficients iα̂  and are Ordinary Least Squares (OLS) estimates of the Fama and 

French three-factor model from a regression over 252 days (or at least 60 days) starting 46 

days before the announcement of the acquisitions. Defining 

iβ̂

)1,1( +−iCAR  as the cumulative 

abnormal return for security i from -1 to +1, we calculate cumulative abnormal return (CAR) 

as: 

                                                      (2) ∑
=

−=

=+−
1

1
)1,1(

t

t
itiCAR ε

3. Executive compensation related variables 

Besides the direct measures of the executive compensation level, which comprises total 

compensation15, cash compensation16, restricted stock grant17 and stock option grant18, we 

measure managerial incentives by Delta and Vega. Following Guay (1999) and Core and 

Guay (2002), we define Delta as the change in the dollar value of the CEO’s wealth for a 1% 

change in stock price. We also define Vega as the change in dollar value of the CEO’s wealth 

for a 1% change in the annualized standard deviation of stock returns. See Appendix A for the 

details of Delta and Vega calculations. We also measure the annual increments of the total 

executive compensation. Since some observations have nil or zero records for the executive 

compensation data items, we therefore measure the annual dollar change instead of the 

relative percentage change.   

                                                 
15 Total compensation for the individual year, comprised of the following: salary, bonus, other annual, total value 
of restricted stock granted, total value of stock options granted (using Black-Scholes), long-term incentive 
payouts, and all other total. 
16 Total current compensation comprised of salary and bonus. 
17 The value of restricted stock granted during the year (determined as of the date of the grant). 
18 The aggregate value of stock options granted to the executive during the year as valued using S&P's Black-
Scholes methodology.  
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4. Other control variables 

Managerial ownership is highly related to executive compensation. Preceding studies 

document that incentive effects of executive compensation may vary cross-sectionally with 

the managerial ownership (Morck, Shleifer, and Vishny, 1988; Ofek and Yermack, 2000). 

However, according to Denis et al. (1997), higher levels of managerial ownership reduce the 

effectiveness of internal monitoring in firms. Therefore, we include managerial ownership 

(OWNERSHIP) as an independent variable in the empirical analyses to control for the effect 

of different levels of managerial ownership. We measure managerial ownership as the granted 

or acquired common stock and restricted stock owned by the CEO at the year-end before the 

acquisition announcement divided by the contemporary total number of shares outstanding.  

 

Guay (1999) reckons that expected loss to the shareholder of any valuable investment project 

passed up is positively related to firm investment opportunities. In this study, we use the 

book-to-market ratio (BM) as a negative proxy to capture the investment opportunities of the 

acquirer before the acquisition. The book-to-market ratio is calculated by the formula 

[stockholders' equity+deferred taxes+investment tax credit-preferred stock] / market 

capitalization, which is computed at the end of the month preceding the month of the 

announcement date of the acquisition deal. Book-to-market ratio is also our proxy for “Value” 

vs. “Glamour” status of the acquirer (Rau and Vermaelen, 1998; Sudarsanam and Mahate, 

2003). 

 

We use acquirer’s past performance (PASTPER) to control for management ability in the 

regression. Past performance is the market adjusted one-year pre-acquisition buy-and-hold-

return for the sample firm. We also consider the acquirers’ past acquisition experience as it 

may lessen risk perceptions and improve the chances of successful acquisitions. In order to 

control for the difference between the size of the acquirer and that of the target, we include a 

variable, relative size (RELSIZE), as the ratio of target market capitalization to the acquirer 

market capitalization. In our analysis, since most of the target firms are private firms, we use 

the ratio of transaction value to the acquirer market capitalization to proxy for relative size. 

Previous study in serial acquisitions identify target’s public status as an important variable in 

explaining the announcement performance of serial acquisitions (for instance, Fuller et al., 

2002 and Bradley and Sundaram, 2004). We therefore control for target public status 

(PUBLIC) in our regression on serial acquirer’s short run performance. 
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The method of payment has been proven to be a significant determinant of acquisition wealth 

effects (Loughran and Vijh, 1997). We, therefore, distinguish the means of payment by cash 

(CASHPM), stock (STKPM), and mixture of stock, cash, debt etc (MIXEDPM) in our 

multivariate analysis. The cash payment variable (dummy) equals 1 if the acquisition deal is 

financed 100% by cash and 0 otherwise. The stock payment variable equals 1 if the deal is 

financed 100% by issuing stock and 0 otherwise. We also consider the acquisition type 

(TENDER) by a binary variable which takes the value 1 if the acquisition deal is explicitly 

identified by SDC as tender offer and 0 otherwise. Additionally, we control for the hostility 

(HOSTILITY) of the deal. Last, but not the least, we include a binary variable to account for 

the relatedness (RELATEDNESS) between acquirer and target. The variable equals to 1 if the 

acquirer and the target are in the same industry19. Please refer to Table 3 for the definitions of 

the variables used. 

{Insert Table 3 about here} 

C. Regression Analysis 

1. Data Analysis 
a) Corporate acquisitions and executive compensation—OLS regressions 

Wefirstly examine the impact of corporate acquisitions on executive compensation to test 

Hypothesis 1 (Increase in executive compensation is independent of the firm’s serial 

acquisitions). Besides the dummies (PA1 to PA4) that account for the past acquisition 

activities of an acquirer (see Section III. B.1 for details), we control for firm size (SIZE), 

book-to-market ratio (BM) and market adjusted past performance (PSTPF). We also include 

year and industry dummies to account for the time-varying and industry-varying effects. See 

Table 3 for the detailed definitions of the variables used. We specify the empirical model as 

below: 

ECt = f (PAXt, OWNERSHIPt, BMt, SIZEt, PSTPFt, ∑
i

iYEARDUM , ∑
j

jMINDUSTRYDU ) 

(1) 

Where ECit represents different executive compensation variables, i.e., total compensation, 

cash compensation, restricted stock, stock options, Delta, and Vega, for acquirer i in various 
                                                 
19 Classified by 2-digit SIC code. 
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regressions. PAX represents the dummy variable to account for the past acquisition activities 

up to the observation date of the variable, i.e., PA1 to PA4 (see Section B.1 for details). In 

order to account for the possible skewness and outliers, We perform log transformation on the 

continuous variables 20 . YEARDUM is the year dummy. INDUSTRYDUM is the industry 

dummy variable based on Fama and French 48 industry classifications. See Table 3 for the 

definitions of the variables used. In the OLS regressions, the t-statistics for the coefficients are 

White’s (1980) heteroskedastisity consistent t-statistics. We also estimate VIF to test the 

multicollinearity among the independent variables. The empirical results below are presented 

in Table 7.  

b) Frequency of acquisitions—Logistic regressions 

Using logistic regression, we examine the course of the serial acquisition activities to test 

Hypothesis 2 (The firm’s future serial acquisition activity is independent of its CEO’s current 

compensation and/or recent compensation increase ). We specify the logic model as: 

FAXt = f (TOTCOMPt, CCOMPt,VEGAt, DELTAt, TOTCOMPCHNGt, CCOMPCHNGt, 

VEGACHNGt, DELTACHNGt,  OWNERSHIPt TENURE,, SIZEt, BMt, PSTPFt, 

, )  (2) ∑
i

iYEARDUM ∑
j

jMINDUSTRYDU

where FAXi (i.e., FA1-FA4, see Section III.B.1 for details) is a set of dummies that describe 

future acquisition activities. We include total compensation (TOTCOMP), cash compensation 

(CCOMP), Vega (VEGA), and Delta (DELTA) 21 . Besides the executive compensation 

variables, in order to account for the effect of second moment of executive compensation, We 

also include the recent annual changes in these variables, specifically, change in total 

compensation (TOTCOMPCHNG), change in cash compensation (CCOMPCHNG), change in 

Vega (VEGACHNG), and change in Delta (DELTACHNG).  We also control for the CEO’s 

ownership (OWNERSHIP) and tenure (TENURE). Finally, we include firm market 

capitalization (SIZE), book-to-market equity ratio (BM) and one-year market adjusted 

performance (PSTPF). See Table 3 for the definitions of the variables used. 

                                                 
20 Specifically, we calculate the log value of a valuable as log (1+v). This can account for the possible negative 
value of v. 
21 we do not include stock and stock option as Delta and Vega already contain information of them. Additionally, 
Delta and Vega are regarded as better measures of managerial incentives.  
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c) Analysis of short term performance—OLS regression on CARs 

We then move on to study the announcement period returns of the serial acquirers. 

Specifically, we test whether serial acquirers perform differently from their occasional 

counterparts during the announcement period. Further, we test Hypothesis 3 (The 

performance of serial acquirers is independent of their CEO’s compensation) by including 

the executive compensation variables in the regression in model as below: 

In Model 1 of Table 9, we introduce a dummy variable, SAQ, to indicate if an acquisition is a 

member acquisition of a series of acquisitions to test whether serial acquirers perform 

differently from occasional acquirers. The model is specified as: 

CARt+1 = f (TOTCOMPt, CCOMPt,VEGAt, DELTAt, SAQ, OWNERSHIPt TENURE,, SIZEt, 

PSTPFt BMt, STKPM, CASHPM, TENDER, RELSIZE,, HOSTILITY, PUBLIC, 

RELATEDNESS,  , )         (3) ∑
i

iYEARDUM ∑
j

jMINDUSTRYDU

where CAR is the 3-day (-1, +1) cumulative abnormal returns calculated based on Fama and 

French three-factor model. We run regression using the whole sample, i.e., both serial 

acquirers and occasional acquirers in Model 1. In Model 2, we use dummy variables, i.e., P2, 

P3, P4, P5, and HIGHER, to label the order of a member acquisition in an acquisition series. 

The model is specified as: 

CARt+1 = f (TOTCOMPt, CCOMPt,VEGAt, DELTAt, P2, P3, P4, P5, HIGHER, OWNERSHIPt 

TENURE,, SIZEt, PSTPFt BMt, STKPM, CASHPM, TENDER, RELSIZE,, HOSTILITY, 

PUBLIC, RELATEDNESS,  , ∑
i

iYEARDUM ∑
j

jMINDUSTRYDU )        (4) 

In Model 3, we include PSTACQPF to indicate whether the previous acquisition has positive 

CAR. The model is specified as: 

CARt+1 = f (TOTCOMPt, CCOMPt,VEGAt, DELTAt, PSTACQPFt, OWNERSHIPt TENURE,, 

SIZEt, PSTPFt BMt, STKPM, CASHPM, TENDER, RELSIZE,, HOSTILITY, PUBLIC, 

RELATEDNESS,  , )    (5) ∑
i

iYEARDUM ∑
j

jMINDUSTRYDU
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Model 2 and Model 3 are estimated using the sample of serial acquirers. The compensation 

variables and corporate characteristics variables are the same as those in Eq.(2). We also 

control for deal characteristics, including method of payment (STKPM and CASHPM), tender 

offer (TENDER), relative size (RELSIZE), hostility (HOSTILITY), target public status 

(PUBLIC), and industry relatedness (RELATEDNESS) (See Table 3 for definitions). Besides 

the pooled sample regression on CAR, we also estimate the fixed effect model22 to account for 

the acquirer’s unobservable characteristics that do not vary with time.  

d) Long run performance of serial acquirers—Calendar-time portfolio regressions 

According to the literature review above, the research on long run performance of the serial 

acquirers is still inconclusive. BHAR approach is inappropriate because of the inherently 

overlapping nature of the serial acquisitions. The common practice of dropping the 

overlapping observations is also not a viable choice in the study of serial acquisitions (Conn 

et al, 2004). In this chapter, we carry out calendar-time portfolio regressions to estimate the 

long run performance of the serial acquirers. The calendar-time portfolio regressions (CTPR) 

approach was originally proposed by Jaffe (1974) and Mandelker (1974) to overcome the 

overlapping and cross-sectional dependence of the observations. Fama (1998) strongly 

advocates the CTPR approach and so do Mitchell and Stafford (2000). Bradley and Sundram 

(2004) use an approach similar to CTPR to study the long run performance of acquirers.   

First, we carry out standard calendar-time portfolio approach to assess the long run abnormal 

performance of the serial acquirers to test Hypothesis 3 (The performance of serial acquirers 

independent of their CEO’s compensation). Abnormal returns are estimated for three years 

(36 months) for the sample of serial acquirers and for the sample of occasional acquirers. 

Equally- and value-weighted (monthly rebalanced) calendar-time portfolio returns are 

calculated each month from all serial acquirers that undertake acquisitions in the previous 36 

months including the current month23. Second, the monthly excess returns to the calendar 

time portfolio, , are regressed on the Fama and French (1993) three factors in order 

to calculate the intercept 

tftp RR ,, −

pα . We specify the CTPR model as: 

                                                 
22 In econometrics and statistics the fixed effects estimator (also known as the within estimator) is an estimator 
for the coefficients in panel data analysis. If we assume fixed effects, we impose time independent effects for 
each individual. (Wikipedia: http://en.wikipedia.org/wiki/Fixed_effects_estimator; accessed on 20/10/2007) 
23 Every month, we include the new completed acquisitions during the month and discard those that have been 
included in the portfolio for more than 36 months. 
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tptttftmpttftp HMLSMBRRRR ,32,,1,, )( εβββα +++−+=−                                                           (6)  

where Rf,t, (Rm,t – Rf,t), SMB, and HML are the same as those in Eq. (4.1). (Rp,t – Rf,t) is the 

portfolio return at time t minus the one-month US Treasury bill rate. The regression intercept, 

ptα , provides an estimate of monthly abnormal performance.  

Time-varying acquisition clustering—the GARCH model 

One well recognized characteristic of merger activities is that they tend to cluster within 

industries over time (Mitchell and Mulherin, 1996). This can be partially attributed to industry 

expansions and contractions (Andrade and Stafford, 2004). Because of the cluster within 

industry, a merger can often trigger a wave of acquisitions in certain industries during certain 

periods. In the standard CTPR approach, the clustering of corporate acquisitions can result in 

different numbers of firms entering and exiting the portfolio over time. Also, the firms may 

experience dramatic changes in characteristics around the acquisition announcement. Both 

conditions can cause the residual of our standard portfolio regression to be non-normally 

distributed. This violation of the standard OLS assumption can result in biased inferences of 

the calendar-time portfolio regression results (Hou et al 2004).  

Mitchell and Stafford (2000) propose a simple cure to control for this effect. Specifically, they 

include a dummy variable for the months in which the number of takeovers is higher than 

certain level. This approach allows a separate intercept to be estimated for months in which 

the number of takeovers is high by assuming that changing the portfolio’s size only affects the 

conditional mean of the portfolio. Alternatively, following Hou et al (2004), we employ a 

Generalized, Autoregressive, Conditional Heteroscedasticity (GARCH) estimation approach 

to allow for changes in the portfolio’s composition that may affect the conditional volatility of 

the portfolio returns. By using a modified GARCH (1, 1) model, we are able to make 

unbiased inferences about the long-term performance of serial acquisitions24. Specifically, we 

estimate a GARCH (1, 1) model by maximizing the joint likelihood of the following two-

equation system: 

ttttftmpttftp HMLSMBRRRR εβββα +++−+=− 32,,1,, )(    (                             (7) ),0(~ 2
tt N σε

tpttt C ,3
2

12
2

11
2 γεγσγωσ +++= −−                                                                                                                 (8) 

                                                 
24 GARCH (1,1) is the simplest version of GARCH model, which takes into account the lagged one period value 
of  and (see Eq. 7.7 and 7.8) 2σ 2ε
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where Cp,t is the number of observations in the portfolio at time t. According to Hou et al 

(2004), the GARCH (1, 1) model captures the tendency of volatility to cluster in time: a 

higher value of increases , which in turn increases the expectation of , and so on. 

Therefore, a large (small) value of is likely to be followed by large (small) value of . 

The innovative part of this modified GARCH (1, 1) model is that, in addition to  and  

that control for ARCH and GARCH effects, we include Cp,t as one explanatory variable in the 

variance equation (Eq. 7.8) to account for time-variation in volatility because of the variation 

of the portfolio composition.  

2
tε

2
1+tσ 2

1+tε

2
tε

2
1+tε

2
1−tσ

2
1−tε

CTPR with Bootstrapping 

In addition to the modified GARCH (1, 1) model, we alternatively use a bootstrapping 

method to account for the time-variance of the error terms in our portfolio regressions. A 

computationally intensive method, bootstrapping was first introduced by Efron and Tibshirani 

(1993) as a method to estimate the standard error of an arbitrary estimator. Using the 

bootstrapping method, assuming random sampling, we simulate what would happen if 

repeated samples of the population could be taken by taking repeated samples of the data 

available. Specifically, we randomly choose observations from the original sample of the 

calendar time portfolio returns with replacement to set up a sample that has the same size as 

the original one. Performing a bootstrap in regression has two steps: First, take the available 

sample data, and set up a bootstrap replicate. Second, run the regressions for individual 

replicate samples to obtain the coefficients.  

In our calendar-time portfolio regressions, firstly, we simulate the regression equation (Eq. 4) 

by randomly selecting observations25 from the original sample with replacement. We then run 

regressions on each sample and extract coefficients of each regression. We repeat this 

procedure for 1,000 times and thus run 1,000 regressions. We then calculate the means and 

standard deviations of the coefficients of the 1,000 regressions. The standard deviation of the 

means of each coefficient has the same role as the standard error in the original regression. 

The ratio of the mean to the standard deviations has the usual t distribution. We then assess 

                                                 
25 In our study, we have 132 monthly portfolios (11 years). Even though there are 12 years in our sample, the 
number of acquirers in the monthly portfolio for the first year is less than 10. Following Mitchell and Strafford 
(2000), we therefore only calculate the monthly portfolio for 11 years, i.e., from 1994 to 2004. The monthly 
portfolios in year 1994 and 1995, nonetheless, comprise the deals that happened during 1993. 
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the significance of the portfolio regression coefficients based on the t-statistic calculated from 

the bootstrapping procedure.  

Differential performance for different acquirer types 

Next step is to compare the long run performance based on the CTPR approach between 

different groups, i.e., serial acquirers and occasional acquirers. Also, we classify the groups 

by executive compensation level, for instance, serial acquirers with high executive 

compensation and serial acquirers with low executive compensation. We achieve this by 

constructing a zero investment portfolio which is long in serial acquirers and short in the 

occasional acquirers. Similarly, in the analysis of incentive effect of different pay levels on 

the long-run performance of serial acquirers, we construct another zero investment portfolio 

which is long in serial acquirers with high executive compensation level and short in serial 

acquirers with low executive compensation level. The regression model is specified as 

tptttftmpttpstpl HMLSMBRRRR ,32,,1,, )( εβββα +++−+=−                                                          (9) 

Where Rpl,t  is the return to the portfolio that is long at time t and Rps,t is the return of the 

portfolio that is short at time t. The Fama and French three factors are the same as those in Eq. 

(4). ptα  indicates the difference between two groups, which is the focal interest of this 

analysis.  

IV. Empirical Results 

A. Sample Characteristics 

About 62% of the acquisitions took place during the period 1996 to 2000. This is due to the 

fifth US merger wave during the 1990s. The average number of corporate acquisitions by one 

particular serial acquirer is 8.2, which is compatible with the results in Croci (2005). However, 

because of the need for executive compensation data and our “single CEO” rule, our sample 

size, 149 series with 1223 acquisitions, is smaller than those in Fuller et al (2002) and Croci 

(2005). In their study, Fuller et al (2002) find 539 acquirers who make 3125 acquisitions 

during the period 1990 to 2000. Similarly, Croci (2005) find 591 acquirers who make 4285 

acquisition during the period 1990 to 2002.  
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We report the sample descriptive statistics in Table 4. As Panel A shows, the CEOs of serial 

acquirers enjoy higher executive compensation with higher ownership level and longer 

average tenure than the CEOs of occasional acquirers. By market capitalization, serial 

acquirers are on average larger than occasional acquirers. Also, compared to occasional 

acquirers, serial acquirers experience superior market adjusted past performance before each 

acquisitions. The average book-to-market ratio of serial acquirers is lower than that of 

occasional acquirers in our sample, suggesting the “glamour” status of the serial acquirers. 

The targets acquired by the serial acquirers are also smaller. Panel B reports the percentage 

distribution of the binary variables used in our analyses. The values for the serial acquirer 

sample are similar to those in the occasional acquirer sample. One notable difference is that 

51.8% of the serial acquisitions are financed with 100% stock while this number in the 

occasional acquisition sample is only 37.3%. 

{Insert Table 4 about here} 

B. Univariate Analysis 

In Table 5, we test for the difference in executive compensation levels between the CEOs of 

the serial acquirers and those of the occasional acquirers. As shown in Panel A and Panel B, 

the pay levels of CEOs of the serial acquirers are significantly higher than those of the CEOs 

of the occasional acquirers. The mean total compensation of the CEOs of serial acquirers is 

$6.4 million more than that of the occasional acquirers’ CEOs’. Further, this difference is 

mainly because of the difference of the value of newly granted stock options between the two 

groups ($6.1 million)26. In terms of the value of newly granted restricted stock, we find no 

significant difference between these two groups. We also classify executive compensation by 

the deal order of the serial acquisitions (see III.B.1 for a detailed discussion of deal order 

variables). We report the mean value of the executive compensation in Panel C and the 

median value in Panel D. These consistently show that executive compensation level 

increases monotonically with the deal order. This confirms that as acquisition series lengthens, 

executive compensation size also increases, perhaps due to the enlarging in firm size. 

{Insert Table 5 about here} 

                                                 
26 Stock options granted during the year immediately prior to the announcement of an acquisition. 
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We then examine the announcement returns of the serial acquirers by comparing them with 

those of occasional acquirers. As Table 6 shows, serial acquirers underperform occasional 

acquirers during the announcement period. As Panel A in Table 6 indicates, the mean (median) 

cumulative abnormal returns (CARs) of the serial acquirers over (-1, +1) event window are 

0.45% (0.28%) lower than those of their occasional counterparts. However, the 

underperformance mainly comes from the 4th and higher order acquisition in an acquisition 

series. The 5th acquisition of the serial acquisitions underperforms the occasional acquirers by 

a notable 1.11% mean difference during the 3-day announcement period.  

{Insert Table 6 about here} 

C. Multivariate Regression Analysis 

a) Executive compensation in corporate acquisitions 

Empirical evidence in Table 7 shows that executive compensation increases steadily after 

each acqusition. However, besides size change, many other factors can influence executive 

compensation. Therefore, we run ordinary least squared (OLS) regressions (Eq. 1) to examine 

the impact of corporate acquisitions on executive compensation level after controlling for 

acquirers’ characteristics and time-varying and industry-varying effects. We report the results 

in Table 7. 

{Insert Table 7 about here} 

We find that past acquisitions have significant impact on current executive compensation 

level after we control for acquirer’s CEO’s ownership structure (OWNERSHIP), book-to-

market ratio (BM), firm size (SIZE), and past performance (PSTPF). We also include 

dummies to account for time-varying effects (YEARDUM) and industry-varying effects 

(INDDUM). As Panel A reports, the presence of PA1 is related to 0.1% increase in total 

compensation. In other words, ceteris paribus, Acquisitions in two consecutive years can 

significantly increase CEOs’ total compensation. Similarly, as shown in Model 2 of Panel A, 

Acquisitions in three consecutive years (indicated by PA2) can increase current total 

compensation level by 0.16%. Acquisitions in four consecutive years also have significant 

impact on CEO’s total compensation. However, the incremented magnitude is trivial as the 

coefficient of PA3 is the same as that of PA2. This rejects Hypothesis 1 (Increase in executive 

compensation independent of the firm’s serial acquisitions). Firm size (SIZE) has a significant 

- 23 - 



 

impact on total compensation level. 1% increase in firm size is associated with 0.41% 

increase in CEO’s total compensation. The market adjusted past performance (PSTPF) of the 

acquirer, however, is negatively related to CEO’s total compensation.  

In Panel B, Panel C, and Panel D of Table 7, we decompose total compensation into cash 

compensation (salary + bonus), restricted stock, and stock option and then rerun the 

regressions. Unlike in the regression of total compensation, we find that past acquisition 

activities have significantly negative impact on cash compensation and restricted stock and no 

impact on stock option grant. A CEO’s cash compensation decreases by 0.12% if a CEO 

makes consecutive acquisitions during the last three years (PA2). This negative impact 

increases to 0.30% (0.52%) if the same CEO makes acquisitions during the last four (five) 

years. This effect also applies to the current restricted stock grant. However, the univariate 

analysis in Table 5 suggests that cash compensation and restricted stock grant only account 

for less than 20% of the total compensation. This can partially explain the positive impact of 

past acquisitions on total compensation while it has negative impact on cash compensation 

and restricted stock.  

The presence of past acquisitions can increase Delta and Vega. As shown in Panel E of Table 

7, the occurrence of corporate acquisitions in two consecutive years indicated by PA1, can 

significantly increase CEOs’ Delta by 0.40%. This positive effect amounts to 0.62% if the 

CEOs make serial acquisitions during the last five years indicated by PA4. Similarly, as Panel 

F reports, the impact of past acquisitions on Vega is also positive. Firm size has consistently 

significantly impact on all components of executive compensation. Book-to-market equity is 

negatively related to the size of stock option grant while it is positively related to Delta. Both 

of the effects are statistically significant. These results suggest that, as the growth 

opportunities of a “Value” acquirer are not as high as those of the “Glamour” acquirer, a 

“Value” acquirer would tend to grant less stock options as compensation. A “Value” acquirer 

would also rely more on value-enhancing incentives, i.e., Delta, to realign the interests 

between shareholders and managers. 

The strong relation between executive compensation level and past acquisitions warrants a 

closer look at the relation between executive compensation and future acquisitions. We report 

the results in Table 8 In the logistic regression, we define the dependent variable in the 

manner similar to PA1, PA2, PA3 and PA4. The only difference is that PA1, PA2, PA3, and 
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PA4 depict past Acquisitions of a particular acquirer while FA1, FA2, FA3 and FA4 look 

forward and describe future acquisition activities of one particular acquirer.  

{Insert Table 8 about here} 

Despite the notable impact of past acquisitions on total compensation, total compensation 

does not have significant predictive power over future acquisition activities. Cash 

compensation (CCOMP) and its recent increment (CCOMPCHNG) are negatively related to 

the odds of future acquisitions up to 2 consecutive acquisitions. One possible explanation is 

that CEO’s current high cash compensation could be the proxy for high CEO’s risk aversion27. 

Therefore, if serial acquisitions are perceived as highly risky corporate investment decisions 

(for example, as in Doukas and Petmezas, 2006), CEO’s risk aversion should be negatively 

related to the odds of the occurrence of future acquisitions. The measure of managerial 

incentives, Delta, is positively associated with the odds of future acquisitions. There is also 

evidence that recent increment of executive compensation (CCOMPCHNG and 

DELTACHNG) has certain predictive power over the incidence of future acquisitions. CEO 

overconfidence, however, does not have any explanatory power over the odds of future 

acquisitions. The collective evidence in Table 8 rejects Hypothesis 2 (The firm’s future serial 

acquisition activity is independent of its CEO’s current compensation). 

High CEO ownership deters future acquisitions. CEO’s tenure has a diminishing effect on the 

odds of future acquisitions. It is positively related to the odds of future acquisitions up to three 

years while it is negative related to the probability that there are acquisitions in five 

consecutive years indicated by FA4. We also find that larger firm size and better market 

adjusted past performance are associated with more future acquisition activities as indicated 

by FA1 to FA4.  

b) Short run performance of serial acquirers 

Given the notable relation between executive compensation and corporate acquisitions and 

the primary purpose of executive compensation as a mechanism for realigning the interests of 

shareholders and management, in this section, we examine the shareholder value creation 

                                                 
27 CEOs with high cash compensation are more likely to be entrenched and hence likely to avoid risk. In addition, 
CEOs who receive high cash compensation are more like debt holders as they cannot reap profit from any 
potential increase in the firm value while they suffer when the firm goes bankrupt. These CEOs are therefore 
more likely to avoid risk (Coles, et al, 2006).  
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effect of executive compensation in serial acquisitions. We report the empirical results in 

Table 9  

{Insert Table 9 about here} 

As Table 9 shows, executive compensation has little impact on the serial acquirers’ 

performance during the announcement period. We therefore cannot reject Hypothesis 3: The 

performance of serial acquirers is independent of their CEO’s compensation. One exception 

is that total compensation is positively related to the acquirer’s announcement performance at 

10% confidence level when we estimate Model 3 using fixed effect panel data model28. As 

Model 1 of Table 9 shows, we find no significant difference between serial acquirers and 

occasional acquirers during the deal announcement period. This is different from the results of 

the univariate analysis in Table 5. The significant difference identified in the univariate 

analysis may be mainly because of the difference in deal characteristics between these two 

groups.  

As in previous studies, i.e., Conn et al (2004) and Croci (2005), deal order appears an 

important factor in explaining the announcement performance of serial acquirers. As indicated 

by the coefficients of P2—P5, after the first acquisition in a series, the following deals 

experience declining performance. Further, these results are also consistent with the 

Diminishing Returns Hypothesis. Noting that serial acquirers are more likely to use stock as 

method of payment, we argue that the declining returns pattern is also consistent with the 

Overvaluation Hypothesis. Further, in the regression analysis, the worst performance is the 

acquisition identified as the 5th deal of an acquisition series indicated by P4. The market’s 

dramatic unfavourable reception of the 5th deal reflects the market’s adverse appraisal of 

serial acquisitions. A number of corporate acquisitions by the same acquirer are considered as 

serial acquisitions only if the same acquirer makes at least five consecutive acquisitions over a 

relative short time period (usually five years).  

It appears that the stock markets misgivings about successive acquisitions deepen as more 

serial acquisitions are undertaken. Related studies report similar results. Conn et al (2004) 

document significant worse performance compared to the first acquisition in a series of 

acquisitions from the 5th to the 9th deal. Similarly, Croci (2005) documents that acquisitions 

                                                 
28 we use fixed effect model here in order to control for the serial acquirer’s unobservable characteristics that do 
not vary with time. 
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with order higher than five experience significantly worse announcement abnormal returns. In 

the Model 3, we find that the announcement performance of the previous deal has 

significantly adverse impact on the performance of current acquisitions. This result is 

consistent with the Overconfidence or Hubris Hypothesis. 

Consistent with previous studies, we find that firm and deal characteristics have significant 

impact on serial acquirers’ performance. Superior past performance is associated with better 

announcement performance. We reckon that this may be mainly because of the momentum 

effect of the stock returns. Considering method of payment, we find that the stock market 

responds positively to deals financed with 100% cash, which is similar to that of Bradley and 

Sundaram (2004). We also find strong evidence that acquirers experience significantly 

inferior performance when the target is a public firm. This empirical result is similar that of 

Fuller et al (2002). Compared to mergers, tender offers have superior performance. This is, 

though, only significant in the estimation of the whole sample. In Model 2 and 3, which 

estimate the sample of serial acquirers, the effect of tender offer is statistically insignificant. 

Further, similar to Conn et al (2004), we document that the larger the target, the bigger the 

loss during the announcement period. 

c) Long run performance of serial acquirers—Calendar-time portfolio regressions  

We devote the final part of our regression analysis to examine the long run performance of the 

serial acquirers. This part of analysis is meant to be exploratory as there is yet no consensus 

on the method of appraising the long run performance of serial acquisitions or even corporate 

acquisitions in general. Unlike Conn et al (2004), we employ the calendar-time portfolio 

regressions approach to overcome the overlapping problem inherent in the study of long run 

performance of serial acquisitions. Besides, we carry out a bootstrapping method as well as 

the GARCH (1, 1) model to further account for the variation in the portfolio composition over 

time and therefore address the heteroskedastisity of the portfolio regressions residual. The 

empirical results are reported in Table 10.  

{Insert Table 10 about here} 

The intercept, ptα , is of focal interest in the calendar-time portfolio regressions approach. A 

significantly positive ptα  denotes the existence of a superior return after the control of Fama 

and French three factors. As Panel A in Table 10 shows, the long run abnormal returns to 
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serial acquirers is significantly positive. Specifically, utilising standard OLS regression with 

bootstrapping method, we identify a 0.4% monthly abnormal return for the equally weighted 

portfolio. This amounts to 14.4% over a three-year period. The monthly abnormal return of 

the value-weighted portfolio with bootstrapping method is 0.9%, or 32.4% abnormal return 

over a three-year period. These results are robust when we alternatively use GARCH (1, 1) 

model to estimate the abnormal returns29.  

Further, we examine the difference in long run performance between serial acquirers and 

occasional acquirers. As indicated in Eq. (7), the intercept, ptα , is now representing the 

difference between the portfolio return to serial acquirers and the occasional acquirers.  

Under standard OLS with bootstrapping method, the equally weighted portfolio of serial 

acquirers outperforms the portfolio of occasional acquirers by 0.6% monthly. This equals 

21.6% superior performance over a three-year period. My results that serial acquirers 

outperform in the long run are consistent with those in Conn et al (2004).  Further, in Figure 1, 

we graph the portfolio returns to the serial acquirer portfolio (SAQ), occasional acquirer 

portfolio (OCA), and market portfolio (MKT) during the period from January 1, 1994 to 

December 31, 2004. Consistent with the CTPR results, Figure 1 graphically shows that serial 

acquirer portfolio outperforms the occasional acquirer and the market portfolios.  

In order to test Hypothesis 3 (The performance of serial acquirers is independent of their 

CEO’s compensation), we further divide the sample of serial acquirers by level of their 

CEO’s compensation. We define the higher level as the pay level that is higher than the 

median of the sample. We then compare the long run performance difference using the 

procedure similar to that in Panel B of Table 10. As Table 11 shows, using GARCH (1,1) 

model with the value weighted portfolios, serial acquirers with higher Delta are associated 

with better long run performance. This result is significant at 10% level. No significant 

differences, however, are identified in other models. The results are robust across standard 

OLS with bootstrapping and GARCH (1, 1) model.  

{Insert Table 11 about here, see page 235} 

                                                 
29 Note that the GARCH (1,1) model, the unreported ARCH1 and GARCH1 coefficients are statistically 
significant which in turn justify the need for modeling the conditional volatility in our CTPR approach. 
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V. Conclusions 

From the perspective of agency theory, this paper suggests executive compensation as one 

potential motivation of serial acquisitions. Based on a sample of 2527 acquisitions in the US 

during the period January 1, 1993 to December 31, 2004, we identify 149 acquisition series 

which comprise 1223 Acquisitions, an average of 8.2 deals per series. Considering the 

relation between executive compensation and serial compensations, we find that executive 

compensation level increases after every consecutive deal. As a result, during our sample 

period, the total compensation levels of the CEOs of serial acquirers are on average 113% 

more than those of the CEOs of the occasional acquirers. In turn, executive compensation and 

its recent annual increment have predictive power over the frequency of the acquisitions up to 

four years after a recently completed deal.  

Considering the serial acquirers’ performance, during the announcement period, serial 

acquirers in general underperform their occasional counterparts. However, this 

underperformance vanishes after we control for firm and deal characteristics in the 

multivariate regression analysis. Further, utilising calendar-time portfolio regressions (CTPR) 

approach with bootstrapping method and GARCH (1, 1) model, we find that serial acquirers 

outperform occasional acquirers in the long run. Despite the strong relation between executive 

compensation and the occurrence of serial acquisitions, executive compensation is 

independent of the announcement period performance as well as the long run performance of 

serial acquirers.  

To sum up, our study extends the previous studies of serial acquisitions and the studies of 

managerial incentives in corporate acquisitions. We propose a competing hypothesis, 

Executive Compensation Hypothesis, to explain the launch and evolution of acquisition series. 

My empirical results suggest that the increase in executive compensation is partially due to 

the continuous acquisition activities during the course of serial acquisitions. The managerial 

incentives, however, have no material impact on the performance of the serial acquirers. Even 

though the serial acquirers outperform the occasional acquirers in the long run, the superior 

performance of serial acquirers over occasional acquirers can be attributed to the difference in 

firm characteristics including size, growth opportunity, and past performance. My empirical 

results also suggest the existence of endogeneity. Despite the initial purpose of the executive 

compensation as an incentive alignment device to alleviate agency problem, the level of 

compensation is significantly associated with the past acquisition activities as well as future 
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acquisitions activities. Simultaneous Equation Modelling can be applied to explicitly address 

the endogeneity. 
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Appendix A: Calculation of Vega and Delta 
 
In the appendix, we follow the methodology discussed in Guay (1999), Core and Guay (2002), 

and Coles, Daniel, and Naveen (2006) to show how the Delta and Vega measures used in our 

study are calculated. 

 

Estimating Delta and Vega of a single option 

 

We calculate the option value based on Black-Scholes European option pricing formula 

(Black and Scholes, 1973), as modified by Merton (1973) to account for dividend payouts. 

Option value=  )()( 21 dNXedNSe rTdT −− −
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 S = price of the underlying stock 
 X = exercise price of the option 
 T = time to maturity 
 R = ln (1+ risk-free rate) 
 D = ln (1+ dividend rate), where the expected dividend rate is the per-share  
                   dividends 
 σ  = annualised volatility 
 N ( ) = cumulative probability function for the normal distribution 
Delta = the sensitivity of the option value with respect to a 1% change in stock price 

          = [ (option value) / (stock price)] ∂ ∂ × (stock price/100) 

          =  )100/()( 1 SdNe dT ×−

Vega = the sensitivity of the option value with respect to a 0.01 change in stock  

             volatility 

          = [ (option value) / (stock volatility)]∂ ∂ ×0.01 

          = 01.0)( 1 ××′− TSdNe dT  

Where is the normal density function. We multiply the sensitivity and Delta by the 

number of options to obtain the total dollar values of the change in CEO’s wealth that will 

result from a 1% change in stock price and 0.01 changes in stock volatility.  

)( 1dN ′

 

Estimating Delta and Vega of portfolio of options 
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We calculate fiscal year end value and sensitivities of executives’ option portfolios using the 

Core and Guay (2002) approximation method. Regarding US data, we use ExecuComp data, 

which gives the realisable value, i.e., the potential gains from exercising all options on the 

fiscal year end price, and the number of options separately for both exercisable and 

unexercisable options and also details of the current year’s option grant.  

• For the current year’s grant, we compute the Black-Scholes value and sensitivities using 

the above formulae.  

• For previously granted options, we compute the Black-Scholes value and sensitivities 

(Delta and Vega) separately for exercisable and unexercisable options. 

o We compute the average exercise price separately for the portfolio of exercisable 

options and unexercisable options. First, we divide the realisable value by the 

number of options, which gives the average of (stock price-exercise price). We 

then subtract the number from the stock price to obtain the average exercise price. 

o For exercisable options, we set the time to maturity as three years less than the 

time to maturity of the current year’s options grants, or 6 years if no grant was 

made in the current year.  

o For unexercisable options, we set the time to maturity equal to one year less than 

the time to maturity of the current year’s options grants, or 9 years if no grant was 

made in the current year.  

o We then calculate the Black-Scholes option value, Delta, and Vega using the 

average exercise price and time to maturity.  

• We compute the Delta of the CEO’s portfolio of stocks and options by adding the Delta of 

restricted stock and shares held by the CEO to the Delta of his options portfolio. We do 

not estimate the Vega of restricted stock and share as Guay (1999) finds that this value is 

trivial compared to the Vega of options.  

The Delta of stock = the fractional shareholding * 0.01 * stock price 

The Vega of the manager’s portfolio of stock and options = Vega of new options granted 
+Vega of all exercisable option held + Vega of all unexercisable options held.
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Figure 1: Long Run Performance of Serial Acquirers and Occasional Acquirers 
 

The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial acquisitions 
during the period from January 1, 1993 to December 31, 2004. In total, 149 series of acquisitions are identified. 
Serial acquirers are the acquirers that complete at least five acquisitions on different announcement days 
within five years of the first acquisition. This period is extendable if there is another acquisition within 
two years of the last acquisition. We also require that the same CEO should stay in his/her position 
throughout the whole series. The occasional acquirers are therefore the other acquirers in the full sample. 
SAQ is the value-weighted returns of the serial acquirers portfolio minus the one-month Treasury bill. 
OCA is the value-weighted returns of occasional acquirers portfolio minus the one-month Treasury bill. 
MKT is the excess return on the market portfolio, which is the value-weighted return on all NYSE, 
AMEX, and NASDAQ stocks (from CRSP) minus the one-month Treasury bill rate. In order to facilitate 
our comparison, we set the full index levels of these three portfolios to 100 on January 1, 1994. 
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Table 1 Summary of the hypotheses explaining serial acquisitions 
 
Hypothesis Prediction for acquisition performance 

Superior Acquisitions Skills Hypothesis 
and Organizational Learning Hypothesis 

A successful deal is followed by another 
successful one 

Overconfidence or Hubris Hypothesis Successful deals are followed by less 
successful deals 

Acquisitions Programme, First acquisition is successful, followed by 
subsequent unsuccessful acquisitions 

Indigestion, Diminishing Returns 
Hypotheses and Overvaluation Hypothesis 

Declining performance of serial acquirers 

Empire Building Hypothesis Abnormal returns in a series of 
acquisitions are persistently negative 
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Table 2 Description of the Sampling Process 
 

The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial acquisitions 
during the period from January 1, 1993 to December 31, 2004. In total, 149 series of acquisitions are identified. 
Serial acquirers are the acquirers that complete at least five acquisitions on different announcement days 
within five years of the first acquisition. This period is extendable if there is another acquisition within 
two years of the last acquisition. we also require that the same CEO should stay in his/her position 
throughout the whole series. The occasional acquirers are therefore the other acquirers in the full sample.  
 

Panel A: Sampling Process of the Full Sample 
Data source Description Observations 
SDC Mergers and acquisitions data 18444 
ExecuComp CEO compensation data 3092 
CRSP Stock return data 3076 
CompuStat Accounting data 2527 

Panel B: Details of the Serial Acquisitions Sample 
Sample type Number of Acquisitions  Number of Acquirers 
Full sample 2527 1175 
Serial acquirers sample 1223 149 
Occasional acquirers sample 1304 1026 
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Table 3 Variable Definitions 
 
Variable name Definition 

BM Book-to-market equity is calculated by the formula [stockholders' 
equity+deferred taxes+investment tax credit-Preferred Stock] / market 
capitalization, which is computed at the end of the month preceding the 
month of the effective date of the acquisition. 

BP Bad performance. A binary variable equals to 1 if and only if all the deals 
undertaken by the acquirers during the calendar year receive negative 
market appraisal during announcement period, i.e., negative CARs. 

CCOMP The sum of salary and annual bonus in $. 

DELTA Dollar change in the value of the CEO’s stock and option portfolio for a 
1% change in stock price 

FA1-FA4 FA1 (future acquisition) equals 1 if, given a recently completed deal, at 
least one deal is made next calendar year and 0 otherwise. Similarly,  FA2 
equals 1 if, given a recently completed deal, at least one deal is completed 
next calendar year and at least another one is made the year after. In total, 
there are four dummies, FA1, FA2, FA3, and FA4 representing the 
subsequent acquisitions of one acquirer in four consecutive years. 

HLD67 A binary variable equals to 1 if the CEO chooses not to exercise his or her 
options even if it is more 67% in the money and fails to do so prior to the 
observation date (at the fiscal year end) 

HOSTILITY A binary variable equals 1 if the acquisition is identified by SDC on-line 
mergers and acquisitions database as hostile. 

RELATEDNESS A binary variable equals to 1 if the acquirer and target are in the same 
industry, i.e., the acquirer and the target share the same first two digit of 
their SIC codes. 

SIZE Market capitalization of the acquirer at the fiscal year end immediate 
before deal announcement date 

MIXEDPM A binary variable equals 1 if the acquisition is financed partially by stock 
and partially by cash 

MP Mixed performance. A binary variable equals to 1 if the Acquisitions 
undertaken by the acquirers during the calendar year have both positive and 
negative CARs in different deals. 

OWNERSHIP Previously granted/acquired common stock and restricted stock owned by 
CEO at the year-end prior to the acquisition announcement divided by the 
contemporary total number of shares outstanding 

P1-P5 & HIGHER In a series of acquisition, P1 (position 1) equals 1 for the first deal in a 
series and 0 otherwise. P2, P3, P4, and P5 to label the second, third, fourth, 
and fifth deal in a series. All other higher order deals by the dummy 
variable HIGHER.  

PA1-PA4 PA1 (past acquisition 1) equals 1 if, given a completed deal in a year, it is 
preceded by at least one deal in the previous calendar year. In other words, 
there are acquisition deals in two consecutive years. Similarly, PA2 equals 
1 if, given a recently completed deal, at least one deal is completed last 
calendar year and at least another deal the year before. In total, there are 
four dummies, PA1, PA2, PA3, and PA4 representing the corporate 
acquisitions of a particular acquirer for the past four years. 

PSTPF 12-month market adjusted BHR of the acquirer prior to the effective date of 
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the acquisition 

PUBLIC A binary variable equals 1 if the target is a public company that listed on a 
stock exchange 

RELSIZE Ratio of the transaction value to acquirer market capitalization at the 
month-end preceding acquisition announcement 

STKPM A binary variable equals1 if the acquisition is financed by 100% stock and 
0 otherwise 

TENDER A binary variable equals 1 if the acquisition is explicitly identified by SDC 
as tender offer 

TENURE Number of the years a manager serves as Chief Executive Officer. 

VEGA Dollar change in the value of the CEO’s stock and option portfolio for a 
0.01 change in standard deviation of stock returns 

 



 

Table 4: Descriptive Statistics 
 

The full sample consists of 2527 acquisitions out of which 1223 deals fall in the category of serial acquisitions during the period from January 1, 1993 to December 31, 2004. Please see 
Table 3.3 for the definitions of the variables.  
 

Panel A: Continuous Variables 

Serial Acquirer Sample Occasional Acquirer Sample 
Variable 

No. of Obs Mean Median No. of Obs Mean Median 
TOTCOMP ($000s) 1223 11196.41 3347.49 1304 2672.24  2575 
CCOMP ($000s) 1223 1758.51 1100.00 1304 1260.18  988.34 
VEGA ($000s) 1223 430.27 103.30 1304 22.73  61.24 
DELTA ($000s) 1223 7193.81 606.44 1304 725.76  393.86 
OWNERSHIP (%) 1071 3.14 0.32 1304 2.50  0.32 
TENURE 962 7.78 7.00 1304 6.15  5 
SIZE ($ Mil.) 1223 26451.25 4495.57 1304 4751.51  2707.49 
BM 1077 0.43 0.26 1304 0.56  0.32 
PSTPF 980 0.54 0.24 1304 0.28  0.2 
RELSIZE 929 0.10 0.03 1304 0.22  0.05 

Panel B: Binary Variables 

Serial Acquirer Sample Occasional Acquirer Sample 
Variable 

No. of Obs Variable=1 (%) No. of Obs Variable=1 (%) 
STKPM 1233 51.80 1304 30.28 
CASHPM 1233 19.35 1304 26.87 
TENDER 1233 7.93 1304 10.58 
HOSTILITY 898 18.26 1173 18.24 
PUBLIC 898 47.66 1173 47.81 
RELATEDNESS 898 62.92 1173 60.83 
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Table 5: CEO Compensation in Serial and Non-Serial Acquirers—Univariate Analysis 
The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial acquisitions during the period from January 1, 1993 to December 31, 2004. In 
total, 149 series of acquisitions are identified. Serial acquirers are the acquirers that complete at least five acquisitions on different announcement days within five years of 
the first acquisition. This period is extendable if there is another acquisition within two years of the last acquisition. We also require that the same CEO should stay in 
his/her position throughout the whole series. The occasional acquirers are therefore the other acquirers in the full sample. There are 1304 acquisitions made by 
occasional acquirers. The compensation levels are in $000s. In a series of acquisition, P1 (position 1) equals 1 for the first deal in a series and 0 otherwise. P2, P3, P4, 
and P5 to label the second, third, fourth, and fifth deal in a series. All other higher order deals by the dummy variable, i.e., Higher. a, b, and c indicate significance at 1 
percent, 5 percent, and 10 percent levels, respectively. 

Panel A: Mean Executive Compensation Value between Serial Acquirers and Occasional Acquirers 
Group No. of Obs Total Compensation Cash Compensation Restricted Stock Stock Option Delta Vega 
Serial Acquirers 1223 12133.04 1804.64 448.13 9396.59 8572.15 477.17 
Occasional  Acquirers 1304 5690.19 1495.14 531.31 3257.55 2405.58 190.75 
Test of Difference  7.5a 4.07a -0.96 7.37a 3.91a 8.76a 

Panel B: Median Executive Compensation Value between Serial Acquirers and Occasional Acquirers 
Group No. of Obs Total Compensation Cash Compensation Restricted Stock Stock Option Delta Vega 
Serial Acquirers 1223 3737.61 1150.00 0.00 1398.48 752.99 125.84 
Occasional  Acquirers 1304 2867.46 1035.00 0.00 964.85 372.22 73.28 
Test of Difference  5.93a 3.08a n/a 4.93a 12.00a 7.88a 

Panel C: Mean Executive Compensation Value Classified by Position in Acquisition Series 
Position No. of Obs Total Compensation Cash Compensation Restricted Stock Stock Option Delta Vega 
P1 149 6090.18 1413.75 197.70 4058.49 4119.11 205.30 
P2 149 7531.42 1662.09 310.10 5287.85 6595.04 276.12 
P3 149 7715.55 1865.06 360.45 4905.43 10721.15 281.58 
P4 149 9834.33 1801.48 4949.74 7095.21 11520.56 344.48 
P5 149 11084.94 1908.01 4929.64 7971.73 6390.67 343.29 
Higher 478 15584.44 1809.87 450.97 12860.61 6932.27 652.47 
Panel D: Median Executive Compensation Value Classified by Positions in Acquisition Series 
Position No. of Obs Total Compensation Cash Compensation Restricted Stock Stock Option Delta Vega 
P1 149 2173.61 932.73 0.00 607.59 414.18 47.21 
P2 149 2267.83 983.24 0.00 762.33 458.47 56.54 
P3 149 2804.15 1086.73 0.00 845.53 539.90 74.23 
P4 149 3269.48 1136.77 0.00 1092.54 587.01 83.18 
P5 149 3500.89 1150.00 0.00 1187.65 664.39 96.56 
Higher 478 4592.90 1187.32 0.00 2018.67 1034.30 249.11 



 

Table 6: Announcement Abnormal Returns of Serial Acquisitions-Univariate Analysis 
 
The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial acquisitions 
during the period from January 1, 1993 to December 31, 2004. The occasional acquirers are therefore the other 
acquirers in the full sample. CAR (-1, +1) is the 3-day cumulative abnormal returns calculated using 
Fama and French three factors model over the event window (-1. +1).   a, b, and c indicate significance at 1 
percent, 5 percent, and 10 percent levels, respectively. 
 
 

Panel A: CARs of Serial Acquirers and Occasional Acquirers 

 Acquisitions by Serial 
Acquiers 

Acquisitions by 
Occasional Acquirers Test of Difference 

Observations 1223 1304  
Mean (%) -0.76 -0.31 2.03b 

Median (%) -0.62 -0.34 2.33b 

Panel B: CARs of the 1st Acquisition of Serial Acquirers and Occasional Acquirers 
 1st Acquisitions Occasional Acquirers Test of Difference 
Observations 149 1304  
Mean (%) 0.11 -0.31 0.74 
Median (%) 0.01 -0.34 0.35 
Panel C: CARs of the 2nd Acquisition of Serial Acquirers and Occasional Acquirers 
 2nd Acquisitions Occasional Acquirers Test of Difference 
Observations 149 1304  
Mean (%) -0.32 -0.31 0.02 
Median (%) -0.28 -0.34 0.74 
Panel D: CARs of the 3rd Acquisition of Serial Acquirers and Occasional Acquirers 
 3rd Acquisitions Occasional Acquirers Test of Difference 
Observations 149 1304  
Mean (%) -0.80 -0.31 -1.16 
Median (%) -0.46 -0.34 -0.97 
Panel E: CARs of the 4th Acquisition of Serial Acquirers and Occasional Acquirers 
 4th Acquisitions Occasional Acquirers Test of Difference 
Observations 149 1304  
Mean (%) -0.82 -0.31 1.22 
Median (%) -0.95 -0.34 1.76c 

Panel F: CARs of the 5th Acquisition of Serial Acquirers and Occasional Acquirers 
 5th Acquisitions Occasional Acquirers Test of Difference 
Observations 149 1304  
Mean (%) -1.42 -0.31 2.12b 

Median (%) -0.75 -0.34 1.86c 

Panel G: CARs of the Higher Acquisition of Serial Acquirers and Occasional Acquirers 
 Higher Acquisitions Occasional Acquirers Test of Difference 
Observations 478 1304  
Mean (%) -0.79 -0.31 1.82c 

Median (%) -0.72 -0.34 2.11b 
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Table 7: Executive Compensation in Acquisitions—OLS Regression 
The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial 
acquisitions during the period from January 1, 1993 to December 31, 2004. The regression model can be 
specified by Eq.7.1. CEOCOMP represents different executive compensation components, i.e.,total 
compensation, cash compensation, restricted stock, stock options, Delta, and Vega, in various regressions. 
In each panel, PA1 (past acquisition 1) equals 1 if, given a completed deal in a year, it is preceded by at 
least one deal in the previous calendar year. In other words, there are acquisition deals in two consecutive 
years. Similarly, PA2 equals 1 if, given a recently completed deal, at least one deal is completed last 
calendar year and at least another deal the year before. In total, there are four dummies, PA1, PA2, PA3, 
and PA4 representing the corporate acquisitions of a particular acquirer for the past four years. BM is 
book-to-market ratio. SIZE is market capitalization. PSTPF is market adjusted past performance. See 
Table 3.3 for detailed definitions of variables. In the OLS regressions, the t-statistics for the significance 
of the coefficients are White’s (1980) heteroskedastisity consistent t-statistics, which are reported in 
parentheses. a, b, and c indicate significance at 1 percent, 5 percent, and 10 percent levels, respectively. 
 
 

Panel A: Total Compensation Panel B: Cash Compensation Coefficients 
Model 1 Model 2 Model 3 Model 4 Model 1 Model 2 Model 3 Model 4 

Intercept 3.81a 
(15.53) 

3.82a 
(15.56) 

3.80a 
(15.53) 

3.76a 
(15.42) 

4.45a 
(12.26) 

4.42a 
(12.23) 

4.37a 
(12.29) 

4.35a 
(12.39) 

Primary 
variables 

        

PA1 0.10c 
(1.80)    0.00 

(0.04)    

PA2  0.16b 
(2.47)    -0.12b 

(-1.98)   

PA3   0.16b 
(1.99)    -0.30a 

(-2.91)  

PA4    0.05 
(0.46)    -0.52a 

(-2.89) 
Control 
variables 

        

OWNERSHIP -0.09a 
(-4.86) 

-0.1a 
(-4.95) 

-0.09a 
(-4.56) 

-0.09a 
(-4.76) 

-0.06a 
(-2.63) 

-0.05b 
(-2.53) 

-0.05a 
(-2.66) 

-0.06a 
(-2.68) 

BM -0.07 
(-0.52) 

-0.08 
(-0.56) 

-0.08 
(-0.56) 

-0.07 
(-0.54) 

0.13 
(0.92) 

0.14 
(0.93) 

0.14 
(0.96) 

0.14 
(0.97) 

SIZE 0.42a 
(25.75) 

0.41a 
(25.29) 

0.41a 
(25.41) 

0.42a 
(25.95) 

0.27a 
(19.26) 

0.28a 
(20.12) 

0.29a 
(21.07) 

0.29a 
(21.89) 

PSTPF -0.13c
 

(-1.77) 
-0.13c 
(-1.76) 

-0.13c 
(-1.82) 

-0.13c 
(-1.84) 

-0.23a 
(-5.11) 

-0.23a 
(-5.28) 

-0.24a 
(-5.37) 

-0.24a 
(-5.54) 

Test statistics         
Observations 2291 2291 2291 2291 2291 2291 2291 2291 
F value 24.36a 24.40a 24.34a 24.27a 15.41a 15.51a 15.77a 16.07a 

Adj R-sqr 0.38 0.38 0.38 0.38 0.24 0.25 0.25 0.25 
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Table 7 Cont. 

Panel C: Restricted Stock Panel D: Stock Option Coefficients 
Model 1 Model 2 Model 3 Model 4 Model 1 Model 2 Model 3 Model 4 

Intercept -2.20a 
(-4.41) 

-2.09a 
(-4.18) 

-2.15a 
(-4.29) 

-2.22a 
(-4.44) 

2.27a 
(3.49) 

2.20a 
(3.40) 

2.14a 
(3.34) 

2.06a 
(3.22) 

Primary 
variables 

        

PA1 -0.56a 
(-4.11)    0.14 

(0.87)    

PA2  -0.57a 
(-3.01)    0.04 

(0.18)   

PA3   -0.97a 
(-3.93)    -0.11 

(-0.43)  

PA4    -1.55a 
(-6.30)    -0.46 

(-1.24) 
Control 
variables 

        

OWNERSHIP -0.09b 
(-2.46) 

-0.08b 
(-2.54) 

-0.08b 
(-2.49) 

-0.08b 
(-2.34) 

-0.23a 
(-4.76) 

-0.21a 
(-3.89) 

-0.20a 
(-4.01) 

-0.24a 
(-3.99) 

BM 0.03 
(0.17) 

0.06 
(0.28) 

0.06 
(0.33) 

0.06 
(0.31) 

-1.09a 
(-3.62) 

-1.10a 
(-3.63) 

-1.09a 
(-3.62) 

-1.09a 
(-3.60) 

SIZE 0.18a 
(-4.52) 

0.18a 
(4.34) 

0.19a 
(4.49) 

0.20a 
(4.72) 

0.48a 
((9.85) 

0.48a 
(10.08) 

0.49a 
(10.30) 

0.50a 
(10.63) 

PSTPF -0.21b 
(-2.30) 

-0.20b 
(-2.19) 

-0.20b 
(-2.11) 

-0.22b 
(-2.40) 

-0.37a 
(-2.19) 

-0.38b 
(-2.25) 

-0.38b 
(-2.27) 

-0.40b 
(2.33) 

Test statistics         
Observations 2299 2299 2299 2299 2291 2291 2291 2291 
F value 5.2a 5.06a 5.17a 5.34a 8.39a 8.37a 8.38a 8.41a 

Adj R-sqr 0.10 0.10 0.10 0.10 0.16 0.16 0.16 0.16 
 

Panel E: Delta Panel F: Vega Coefficients 
Model 1 Model 2 Model 3 Model 4 Model 1 Model 2 Model 3 Model 4 

Intercept 1.83 
(1.23) 

1.80 
(1.21) 

1.79 
(1.20) 

1.80 
(1.21) 

0.14 
(0.45) 

0.09 
(0.32) 

0.10 
(0.34) 

0.16 
(0.52) 

Primary 
variables 

        

PA1 0.40a 
(6.61)    0.18b 

(2.35)    

PA2  0.41a 
(5.36)    0.10 

(0.95)   

PA3   0.44a 
(4.62)    0.14 

(1.13)  

PA4    0.62a 
(5.32)    0.47a 

(3.31) 
Control 
variables 

        

OWNERSHIP 0.19a 
(11.23) 

0.18a 
(12.33) 

0.19a 
(12.21) 

0.19a 
(11.88) 

-0.14a 
(-4.56) 

-0.14a 
(-4.58) 

-0.14a 
(-4.67) 

-0.14a 
(-4.59) 

BM 0.61a 
(3.23) 

0.60a 
(3.14) 

0.60a 
(3.12) 

0.60a 
(3.13) 

0.20 
(0.91) 

0.20 
(0.89) 

0.20 
(0.88) 

0.20 
(0.86) 

SIZE 0.57a 
(26.78) 

0.57a 
(26.59) 

0.57a 
(26.43) 

0.57a 
(26.48) 

0.53a 
(21.10) 

0.54a 
(21.12) 

0.54a 
(21.09) 

0.53a 
(20.64) 

PSTPF 0.09 
(1.39) 

0.08 
(1.19) 

0.07 
(1.08) 

0.08 
(1.18) 

-0.52a 
(-5.51) 

-0.53a 
(-5.60) 

-0.53a 
(-5.62) 

-0.52a 
(-5.49) 

Test statistics         
Observations 2291 2291 2291 2291 2291 2291 2291 2291 
F value 34.22a 33.72a 33.48a 33.57a 20.10a 19.99a 19.99a 20.13a 

Adj R-sqr 0.43 0.42 0.42 0.42 0.30 0.30 0.30 0.30 
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Table 8: Frequency of Acquisitions—Logistic Regression  
The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial acquisitions during the period from January 1, 1993 to 
December 31, 2004. The logistic regression model can be specified by Eq. 7.2. FAXi is a set of dummy variables that describe future acquisitions activities given a 
recently completed acquisition. Total compensation (TOTCOMP), cash compensation (CCOMP), Vega (VEGA), and Delta (DELTA) are the compensation variables. 
TOTCOMPCHNG is change in total compensation.  CCOMPCHNG is change in cash compensation. VEGACHNG is change in Vega. DELTACHNG is change in 
Delta. Firm specific characteristics comprise firm market capitalization (SIZE), book-to-market ratio (BM) and one-year market adjusted performance (PSTPF). See 
Table 3.3 for the definitions of the variables. In order to account for the skewness and the possibility of outliers, we perform log transformation on the continuous 
variables. In Logistic regression, Odds reflect the probability of belonging in one categorize. For example, denoted the probability of having one consecutive acquisition is P, then the 
Odds of it is : Odds=P/(1-P). In other word, the higher the odds, the higher the probability. The Wald Chi-Square statistics are reported in parentheses. a, b, and c indicate significance 
at 1 percent, 5 percent, and 10 percent levels, respectively. 

1 Consecutive Acquisition(FA1) 2 Consecutive Acquisitions(FA2) 3 Consecutive Acquisitions(FA3) 4 Consecutive Acquisitions(FA4) 
Coefficients 

Coefficients Odds Coefficients Odds Coefficients Odds Coefficients Odds 
Intercept -2.33a (21.82)  -3.81a (33.50)  -6.53a (50.82)  -6.45a (33.69)  
Primary variables         
TOTCOMP 0.07 (0.71) 1.07 0.07 (0.55) 1.08 0.11 (0.62) 1.11 -0.02 (0.02) 0.98 
CCOMP -0.07 (1.34) 0.93 -0.18b (6.44) 0.84 -0.12 (2.12) 0.89 -0.09 (1.05) 0.91 
VEGA -0.02 (0.13) 0.98 -0.06 (0.86) 0.94 -0.08 (0.64) 0.93 0.00 (0.00) 1.00 
DELTA 0.13c (3.68) 1.13 0.14 (2.57) 1.15 0.35a (8.23) 1.42 0.35a (6.28) 1.42 
TOTCOMPCHNG 0.04 (0.43) 1.04 0.20b (5.53) 1.22 0.39a (12.69) 1.48 0.36a (8.77) 1.44 
CCOMPCHNG -0.14c (3.25) 0.87 0.03 (0.15) 1.03 0.15c (2.81) 1.16 0.17c (3.00) 1.19 
VEGACHNG -0.03 (0.50) 0.97 -0.09 (1.93) 0.92 -0.19b (5.57) 0.83 -0.10 (1.13) 0.90 
DELTACHNG 0.27a (14.25) 1.32 0.44a (20.92) 1.55 0.42a (10.81) 1.52 0.39a (7.47) 1.48 
Control variables         
HLD67 -0.05 (0.17) 0.94 -0.08 (0.26) 0.92 -0.11 (0.28) 0.89 -0.07 (0.08) 0.93 
OWNERSHIP -0.18c (2.89) 0.84 -0.31b (4.40) 0.73 -0.66a (8.23) 0.52 -0.60b (5.32) 0.55 
TENURE 0.01 (1.93) 1.01 0.02c (3.31) 1.02 -0.01 (0.60) 0.99 -0.04c (3.43) 0.96 
SIZE 0.13b (5.88) 1.14 0.26a (14.07) 1.30 0.30a (10.91) 1.35 0.32a (9.77) 1.38 
BM -0.30 (0.14) 0.74 -0.49 (2.41) 0.61 -0.78 (1.90) 0.46 -1.12 (2.14) 0.33 
PSTPF 0.58a (25.42) 1.79 0.43a (8.67) 1.54 0.18 (0.92) 1.20 0.34 (2.52) 1.41 
Observations 2071  2071  2071  2071  
Wald Chi-square 151.68  182.70  179.38  159.93  
Max Rescaled R-Sqr 0.11  0.17  0.24  0.25  
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Table 9: Executive Pay and Announcement Performance Serial Acquirers—OLS Regression on 
Cumulative Abnormal Returns (CAR) 

 
The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial 
acquisitions during the period from January 1, 1993 to December 31, 2004. The regression model can be 
specified by Eq. 7.3. CAR is the 3-day (-1, +1) cumulative abnormal returns calculated based on Fame 
and French 3-factor model. SAQ equals one if the acquisition is a member deal of a series of acquisitions. 
The second set of dummy variables, i.e., P2, P3, P4, P5, and HIGHER, are used to label the 
position/order of a member acquisition. The dummy variable, PSTACQPF, is included to indicate 
whether the previous acquisition experiences positive announcement performance. Total compensation 
(TOTCOMP), cash compensation (CCOMP), Vega (VEGA), and Delta (DELTA) are the compensation 
variables. OWNERSHIP is managerial ownership and TENURE is CEO tenure. Firm specific 
characteristics comprises firm market capitalization (SIZE), book-to-market ratio (BM) and one-year 
market adjusted performance (PSTPF). Deal characteristics include method of payment (STKPM and 
CASHPM), tender offer (TENDER), relative size (RELSIZE), hostility (HOSTILITY), target public status 
(PUBLIC), and relatedness (RELATEDNESS). See Table 3.3 for the detailed definitions of the variables 
used. In the OLS regressions, the t-statistics for the significance of the coefficients are White’s (1980) 
heteroskedastisity consistent t-statistics. In addition to the pooled sample regression on CAR, we also 
estimate the fixed effect model to account for the acquirer’s unobservable characteristics that do not vary 
with time. The t statistics are reported in parentheses. a, b, and c indicate significance at 1 percent, 5 
percent, and 10 percent levels, respectively. 
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Table 9  Cont. 
Model 1 Model 2 Model 3 Coefficients 

Pooled Fixed Effect Pooled Fixed Effect Pooled Fixed Effect 
INTERCEPT -0.86 (-0.44) -0.80 (-0.37) -6.94c (-1.93) -7.03c (1.79) -10.53a (-2.68) -10.64b (-2.30) 
Primary variables       
TOTCOMP 0.01 (0.05) 0.00 (0.00) 0.32 (1.21) 0.30 (1.30) 0.35 (1.26) 0.43c (1.70) 
CCOMP 0.14 (0.76) 0.15 (0.78) 0.04 (0.15) 0.04 (0.18) 0.04 (0.12) -0.01 (0.98) 
VEGA 0.11 (0.78) 0.12 (0.82) 0.04 (0.21) 0.04 (0.24) 0.06 (0.27) 0.04 (0.85) 
DELTA -0.02 (-0.08) -0.02 (-0.10) -0.14 (-0.47) -0.13 (-0.53) -0.26 (-0.88) -0.25 (0.37) 
SAQ -0.13 (-0.37) -0.12 (-0.32)     
P2   -1.88 (-1.64) -1.82c (-1.85)   
P3   -1. c (-1.84) 67 -1.53 (1.62)   
P4   -1.34 (-1.51) -1.26 (1.31)   
P5   -2. b (-2.62) 28 -2.24b (-2.32)   
HIGHER   -1.12 (-1.29) -1.09 (-1.25)   
PSTACQPF     -0. b (-2.22) 98 -1.45a (-3.28) 
Control variables       
OWNERSHIP -0.34 (-0.79) -0.35 (-1.00) 0.32 (0.55) 0.30 (0.62) 0.44 (0.71) 0.45 (0.80) 
TENURE 0.00 (0.13) 0.00 (0.07) 0.02 (0.48) 0.03 (0.62) 0.04 (0.77) 0.03 (0.64) 
SIZE -0.17 (-0.9) -0.18 (-1.07) 0.33 (1.07) 0.36 (1.47) 0.53 (1.58) 0.48c (1.68) 
BM 3.19a (2.64) 3.25a (2.87) 2.96 (1.39) 2.74 (1.27) 3.12 (1.38) 3.00 (1.26) 
PSTPF 2.51a (5.30) 2.51a (7.53) 2.42a (3.39) 2.39a (5.20) 2.20a (2.91) 2.28a (4.57) 
STKPM -0.72 (-1.59) -0.72c (-1.74) 0.61 (0.76) 0.67 (0.99) 0.87 (1.03) 0.78 (1.13) 
CASHPM 0.31 (0.74) 0.29 (0.68) 1.91b (2.46) 2.00a (2.67) 2.38a (2.96) 2.35a (3.06) 
TENDER 1.68a (3.39) 1.68a (3.06) 0.53 (0.68) 0.52 (0.59) 0.11 (0.13) 0.01 (0.01) 
RELSIZE -2.78a (-3.70) -2.82a (-5.12) -2.75b (-2.21) -2.74a (-2.70) -2.77c (-1.93) -2.83a (-2.62) 
HOSTILITY -0.15 (-0.25) -0.14 (-0.20) 0.47 (0.62) 0.38 (0.33) 0.81 (1.02) 0.83 (0.68) 
PUBLIC -2.37a (-6.70) -2.35a (-6.69) -1.52a (-2.67) -1.54a (-3.08) -1.49a

 (-2.61) -1.43a (-2.83) 
RELATEDNESS 0.41 (1.23) 0.42 (1.27) 0.37 (0.69) 0.36 (0.71) 0.51 (0.91) 0.56 (1.02) 
Observations 1840 1840 648 648 594 594 
F Value 3.97a  1.77a  2.12a  
Adj R-sqr 0.10  0.07  0.10  

.



 

Table 10 Long Term Performance of Serial Acquirers—Calendar-time Portfolio Regressions 
 

The full sample consists of 2527 acquisitions out of which 1223 acquisitions fall in the category of serial 
acquisitions during the period from January 1, 1993 to December 31, 2004. In Panel A, we implement 
standard CTPR approach to assess the long run abnormal performance of the serial acquirers. Abnormal 
returns are estimated for three year (36 calendar months) for each sample of serial acquirers and 
occasional acquirers. Equal- and value-weighted (monthly rebalanced) calendar-time portfolio returns are 
calculated each month from all serial acquirers that undertake acquisitions in the previous 36 calendar 
months. The monthly excess return to the calendar time portfolio, tftp RR ,, − , are regressed on Fama and 

French (1993) three-factor model in order to calculate the intercept as specified in Eq. 7.6. In Panel B we 
compare the long run performance based on the CTPR approach between serial acquirers and occasional 
acquirers. The regression model can be specified as by Eq. 7.8.  Bootstrapping method and GARCH (1, 1) 
model are implemented as remedy to account for the clustering of mergers activities that can result in 
different numbers of firm enter and exit the portfolio constantly over time and thus render the residual of 
our portfolio regression not normally distribute. t statistics are in parentheses. a, b, and c indicate 
significance at 1 percent, 5 percent, and 10 percent levels, respectively. 
 
 

Panel A: Serial Acquirers 
GARCH (1,1) BootStrapping Coefficients 

Equally weighted Value weighted Equally weighted Value weighted 
Alpha 0.003a (3.38) 0.007a (2.85) 0.004b  (2.54) 0.009a (2.98) 
Adj R-sqr 0.86 0.76 0.87 0.76 
Observations 132 132 132 132 
Panel B: Serial Acquirers Vs. Occasional Acquirers: Long Run Performance 

GARCH (1,1) BootStrapping Coefficients 
Equally weighted Value weighted Equally weighted Value weighted 

Alpha 0.005a (3.12) 0.008a (3.24) 0.006a (2.98) 0.009a (2.67) 
Adj R-sqr 0.12 0.26 0.15 0.29 
Observations 132 132 132 132 
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Table 11 Executive Pay and Long Run Performance of Serial Acquirers—Calendar-time Portfolio 
Regressions 

The sample consists of 1223 serial acquisitions during the period from January 1, 1993 to December 31, 2004. 
We implement modified CTPR approach to assess the long run abnormal performance of the different groups of 
serial acquirers classified by different levels of executive compensation. Abnormal returns are estimated for 
three year (36 calendar months) for each sample of serial acquirers and occasional acquirers. Equal- and value-
weighted (monthly rebalanced) calendar-time portfolio returns are calculated each month from different groups 
of serial acquirers that undertake acquisitions in the previous 36 calendar months. The monthly return of the zero 
investment calendar time portfolio, tpltph RR ,, − , are regressed on Fama and French (1993) three factors. 
Specifically, the portfolio regression model can be specified by Eq. 7.8. Bootstrapping method and GARCH (1, 
1) model are implemented as remedy to account for the clustering of mergers activities that can result in different 
numbers of firm which enter and exit the portfolio each month and thus render the residual of our portfolio 
regression not normally distributed. t statistics are in parentheses. a, b, and c indicate significance at 1 percent, 5 
percent, and 10 percent levels, respectively. 
 

 

Panel A: Total Compensation and Long Run Performance of Serial Acquirers 
 GARCH (1,1) BootStrapping 
Coefficients Equally weighted Value weighted Equally weighted Value weighted 
Alpha 0.000 (-0.10) -0.005 (-0.49) -0.000 (-0.1) -0.003 (-0.48) 
Adj R-sqr 0.13 -0.04 0.17 0.002 
Observations 132 132 132 132 
Panel B: Cash Compensation and Long Run Performance of Serial Acquirers 
 GARCH (1,1) BootStrapping 
Coefficients Equally weighted Value weighted Equally weighted Value weighted 
Alpha 0.000 (-0.17) 0.000 (0.04) -0.001 (-0.17) 0.001 (0.05) 
Adj R-sqr 0.47 0.21 0.49 0.23 
Observations 132 132 132 132 
Panel C: Delta and Long Run Performance of Serial Acquirers 
 GARCH (1,1) BootStrapping 
Coefficients Equally weighted Value weighted Equally weighted Value weighted 
Alpha 0.001 (-0.50) 0.006 (1.07) -0.002 (-0.48) 0.005 (1.00) 
Adj R-sqr 0.32 0.34 0.34 0.38 
Observations 132 132 132 132 
Panel D: Vega and Long Run Performance of Serial Acquirers 
 GARCH (1,1) BootStrapping 
Coefficients Equally weighted Value weighted Equally weighted Value weighted 
Alpha 0.000 (-0.13) -0.002 (-0.2) 0.000 (-0.12) -0.003 (-0.21) 
Adj R-sqr -0.002 -0.001 0.14 0.05 
Observations 132 132 132 132 
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