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ABSTRACT 
Nowadays, technology sectors are continuously developing through merger and acquisition activities. Previous 

literature found that mergers and acquisitions affect both investor reaction and firm's financial performance on 

separate studies. However, there were contradictory results between the positive and negative impacts. Therefore, this 

study aims to simultaneously search the impact of mergers and acquisitions on investor reaction and acquirer firm's 

financial performance. The technology sector is chosen in this study as there are fewer studies regarding investor 

reaction and financial performance in this sector. The investor reaction is measured using Cumulative Abnormal 

Return (CAR). Whereas an acquirer firm's financial performance is measured using Return on Asset (ROA). This 

study used companies' data that have merger and acquisition transactions from 2015 through 2019. To be included as a 

sample, the company must have a headquarter in Asia and must be a public company in the technology sector. The 

data analyzing method used in this study is Ordinary Least Square (OLS). The findings suggest that mergers and 

acquisitions have a positive and statistically significant impact on investor reaction in the short term. However, the 

positive impact on the acquirer firm’s financial performance is not statistically significant. Due to restrictions in 

accessing internal company's data, this study could only be conducted on public companies. This study contributes to 

previous literature related to investor reaction and firm’s performance as both of them are rarely tested simultaneously 

in previous studies especially in the technology sector. 
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1. INTRODUCTION 

The revolution in information and 

telecommunications led to an increase in global merger 

and acquisition (M&A) activity in the technology sector 

in the 21st century. This led to significant development in 

the technology sector [1]Along with the current use of 

technology that continues to increase, this sector is also 

experiencing significant development to meet the 

demands of society. This study focuses on the technology 

sector because, in this sector, M&A has a more positive 

effect on company performance. After all, companies in 

this sector can implement newly acquired technologies 

quicker [1][2][3][4]. This study does not only aim to find 

evidence related to investor reaction to corporate action 

through mergers and acquisitions carried out by 

companies in the technology sector on a short-term basis, 

but also looks at the firm's performance after mergers and 

acquisitions. 

Several researchers have conducted research on 

the effect of mergers and acquisitions on investors 

which shows that there is a positive effect on stock 

prices after the announcement of the M&A 

[5][6][7][8][9][10]. However, contrary to the 

findings above, several researchers [14][15][16] 

found a negative effect on investor reaction to 

mergers and acquisitions. 

Previous research has also tested the effect of 

merger activities on a company's financial 

performance [4][5][6][11][12][13][14].The findings 

show that there is a positive effect on M&A activity 

announcement on a company's performance [2][12] 

Nevertheless, these results are not solid as many 

other researchers have found that M&A activities 

negatively affect financial performance [4][11][15] 

[16][17]Meanwhile, few studies found no effect 

between them [18][14]. 
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The facts on the field show differences in investor 

reaction and firm's financial performance as measured by 

Return on Assets (ROA) in four companies operating in 

the technology sector in the United States and Asia. The 

phenomena in the field show differences in investor 

reaction to M&A both in the long term at the event 

window eleven months before and eleven months after 

the announcement, as well as in the short term at the 

event window ten days before and ten days after the 

announcement with firm’s financial performance (ROA). 

There is a phenomenon of acquisitions made by two 

companies in the United States are Intel and NVIDIA. As 

seen in Figure 1 and Figure 2, the two companies 

experienced a positive reaction from acquisitions, either 

in the short-term or long-term, which positively, the stock 

prices of the two companies increased after the merger 

even though the company's ROA decreased. This 

situation is consistent with previous studies, which found 

that mergers and acquisitions received a positive reaction 

from investors [19][20][21][22][23][24][25]. 

 

 

Figure 1 Intel’s Investor Reaction and Financial 

performance 

 

 

Figure 2 NVIDIA’s Investor Reaction and Financial 

performance 

However, the reaction of the two companies is 

different from the reaction that occurred in the two 

companies in Asia which are PT Anabatic Technologies 

Tbk. and Sony Group Corp. As can be seen in Figure 3 

and Figure 4, the two companies experienced negative 

reactions from investors, both short-term and long-term. 

However, there is an increase in ROA at PT 

Anabatic Technologies Tbk. on a short-term basis 

and with Sony Group Corp on a short-term and 

long-term basis. This case is consistent with the 

previous studies, which found that mergers and 

acquisitions received a negative reaction from 

investors [14][15][16].  

 

 Figure 3 PT Anabatic Technologies’s Investor 

Reaction and Financial performance  

 

 

Figure 4 Sony Group Corp’s Investor Reaction and 

Financial performance 

Differences in research focus can cause this 

inconsistency. The difference of facts in the field 

related to investor reaction and financial 

performance on merger and acquisition activities in 

the case above is in line with several empirical 

findings as there are differences in reaction to 

M&A activities in different countries. Research 

conducted in several countries such as China, the 

US, UK, and Hong Kong showed that M&A was 

responded positively by investors [26] [22] 

Reference [23] [18] [16][7][6] found positive 

results that focus on transactions in several 

countries in Asia, such as Hong Kong, China, 

Taiwan, Singapore, South Korea, and Japan. 

Meanwhile, research that found negative investor 

reactions to mergers and acquisitions focused on 

M&A transactions in Pakistan [27] Spain [15] and 

Turkey [11].Therefore, from previous research, it 

can be concluded that transactions conducted in 
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developed countries receive a positive reaction from 

investors. 

Investors appreciated M&A activities in several 

previous empirical studies because they signaled the 

company's promising prospects in the future, despite the 

results that were not yet entirely conclusive. The 

phenomenon in the field is in line, especially in developed 

countries, where investors respond positively to M&A 

activities. In the long term, M&A activities should have 

an impact on financial performance.  

This research could contribute to previous financial 

literature. As this research comprehensively examines the 

effect of M&A on investor reaction and financial 

performance, this research could provide additional 

empirical evidence regarding the benefits of M&A 

activities for investors.   

The following are the remaining sections of the paper; 

section 2 provides the literature review and hypothesis 

development, section 3 shows the data and the research 

methods, section 4 presents the analysis of the findings, 

and section 5 concludes and presents the study's 

limitations. 

 

2. LITERATURE REVIEW & HYPOTHESIS 

DEVELOPMENT 

2.1 Signaling Theory 

Signaling theory explains how incomplete and 

asymmetrical information is responded to by decision-

makers or investors [22]. This theory has three main 

elements, the first is signallers which is the company that 

conducts mergers and acquisitions transactions. The 

second element is receivers which are the investors who 

do not have information due to information asymmetries 

but want to obtain this information to assess the firm's 

actual value accurately. The third element is the signal 

which is the information conveyed by the company as 

signallers to investors as the receiver of the information 

so that investors can capture the intention of the 

management of companies that conduct mergers and 

acquisitions and can make the right decisions on buying 

and selling stock in the stock market. In previous research 

[11], signaling theory was used to explain investor 

reaction to M&A announcements. The expectation is that 

the investors will give a positive reaction if investors 

interpret the M&A announcement as an optimistic belief 

in the future. If the information submitted by the 

acquiring firm's management is clear and the investor has 

a high confidence level for the information, then the 

information will be reflected in the investor's reaction. 

With the signaling theory, this research can predict 

investor reaction to M&A announcements made by 

acquirer firms. In this study, the signal is an M&A 

announcement made by an acquirer firm that can affect 

the stock market reaction or investor reaction to the 

transaction. 

2.2 Merger and acquisition 

Mergers and acquisitions are one of the fastest 

strategies to increase company growth by 

expanding the company's business [18]. Based on 

previous research, mergers and acquisitions can 

affect investor reactions both to the target firm and 

to the acquiring firm [28]. In acquiring firms, 

conducting M&A transactions can cause a positive 

influence as it will create synergy [5] and the 

acquiring firm's size will increase [9]. Furthermore, 

M&A will have a negative effect if investors 

perceive that the M&A transaction does not provide 

potential profits [14] or very little information is 

publicly available [16]. 

Previous studies have also found that mergers 

and acquisitions can affect the target and acquirer 

firm's financial performance [29] In the technology 

sector, M&A has a positive reaction to acquirer 

firms' financial performance compared to other 

sectors because companies can apply newly 

acquired technology quicker [2] Mergers and 

acquisitions can positively affect a firm's financial 

performance [7][8]After conducting M&A, 

companies in the growth stage will experience 

increased performance due to the increasing 

industry concentration and company scale, expand 

to new markets as well as acquire new knowledge 

and resources . Mergers and acquisitions can also 

reduce financial performance due to the company's 

lack of experience and ability in conducting M&A 

and the lack of synergy after conducting M&A 

transactions [20][22]. 

2.3 Investor Reaction 

Investor reaction is a form of reaction given by 

the investor to an action taken by the company 

[15].If the information provided by the company 

has guaranteed quality, then the investor's reaction 

to the information will be faster. Generally, the 

measurement of investor reaction uses Abnormal 

Returns (AR), which is the difference between the 

actual returns and the expected returns of the stock. 

Meanwhile, Cumulative Abnormal Returns (CARs) 

will be obtained by adding all abnormal returns 

received by the company on an event window [14]. 

In this study, the model used to test investor 

reaction is the Market Model as this model also 

considers the existing risk (β) in addition to the 

impact on the market [9]. 

Previous research that focused on acquiring 

firms found that after the company conducted 

mergers and acquisitions, the company experienced 
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a positive impact on the capital market reaction in the 

long-term [5][6] and short-term [5][6][7][8][9][10][11]. 

In the long-term, this study uses the event window 6, 12, 

24, and 36 months after the M&A announcement [5] and 

in the event window three years after the M&A 

announcement using buy-in-and-hold abnormal returns 

(BHAR) [6]. The positive reaction is also found on short 

terms, on the 1-day, 3-day, 5-day, and 11-day event 

window, on 1-day and 2-day event window [6], as well as 

on 3-days, 6-days, 21-days, and 41-day event window [7] 

which is measured using cumulative abnormal returns 

(CARs). Moreover, in the event window 50-days to 2-

days before, 1-day before, and the day when the company 

made the announcement, as well as 1-day and 50-days 

after the M&A announcement, which is measured using 

cumulative above abnormal returns (CAARs) [13]. Some 

researchers also found positive results with the same 

measurement in the event window 26-days before and 26-

days after the announcement [8] and in the event window 

60-days [9] after the M&A announcement. This study 

also found positive reaction by investors in the 1-day, 2-

days, and 5-day event windows [11] as well as in the 40-

day window event [12] after the M&A announcement 

which is measured using Abnormal Return (AR). In 

addition, the previous studies found an insignificant 

positive effect [10]. The researcher conducted the study 

on event windows 1-day, 2-days, 5-days, and 15-days 

after the M&A announcement which is measured using 

cumulative above abnormal returns (CAARs). 

Reference [5] found that factors positively affecting 

the abnormal returns obtained by acquirer's firms are the 

synergy obtained by conducting mergers and acquisitions. 

Institutional and long-term institutional investors can also 

affect investor reaction as they can monitor companies 

effectively [7]. Reference [6] found several factors that 

can influence the abnormal returns obtained by acquirer's 

firms, such as firm ownership and payment methods. 

State-owned enterprises (SOEs) can have a positive 

influence due to the support received from the 

government. Therefore, the company's business scale and 

performance management can improve as the resources 

can be used optimally. Payment methods, such as cash in 

transactions, can increase the transaction value [6][8]. On 

the other hand, target size can also affect investor 

reaction, where the bigger the target size, the greater the 

possibility to create more synergies and increase 

shareholder value [8][10].   

2.4 Acquirer firm’s financial performance 

The company's financial performance can be 

measured using several measurements such as 

profitability ratio, liquidity ratio, and solvency ratio 

[29][20][21]. In previous studies, one of the profitability 

ratios, which is ROA, was generally used to measure a 

firm's financial performance [2][15][19][29]. Therefore, 

this study will focus on and use the company's 

profitability ratio which is ROA, to measure the 

firm's financial performance. 

Several studies found that there is a positive 

influence on the company's financial performance 

after the company makes M&A announcements, 

both in the research that focuses on acquirer firms 

[2][17] or in the research that focuses on target 

firms [25][26][27][28]. Previous research has found 

that the performance of acquirer firms has increased 

in the year of conducting M&A announcements 

until the next two years [2] which is measured by 

Return on Assets (ROA). An increase in the 

performance of acquirer firms was also found in 

previous studies, in the period one year after the 

merger which is measured by sales, productivity, 

tangible and intangible assets [17]. 

Meanwhile, several researchers found a 

negative effect [4][15][18][19][29]. Researchers 

found that the company's ROA decreased after 

conducting M&A [15][19][29]. The company's 

operating performance also decreased within three 

years after conducting M&A [18]. Reference [1] 

found that in the short term, the company's 

Enterprise Value Multiple (EV/EBITDA) has 

decreased after mergers and acquisitions. 

Contrary to the findings above, some studies 

found that mergers and acquisitions are not 

significant both on the target firm [27] or the 

acquiring firm [20][21]. Reference [20] found that 

overall, in the three years before and three years 

after M&A, the M&A transactions did not 

significantly affect the acquirer’s firm profitability, 

liquidity, and firm's leverage position even though 

it affected the quick ratio negatively. In addition, at 

the same period, other researchers also found that 

after conducting M&A, the increase in liquidity 

ratio and decrease in the solvency acquiring firm 

was not significant [21]. 

2.5 Hypothesis Development 

Following signaling theory, acquirer firms will 

get a positive reaction from investors [22]. This 

situation happens as the investors can capture this 

information and make transaction decisions on the 

right stocks market with the signal given by the 

acquirer firm in the form of merger and acquisition 

announcements. If the information is clear, then the 

information will be reflected in the stock market, 

assuming that investors have a high confidence 

level and assess the M&A transactions that the 

company has conducted as an optimistic belief in 

the future [11]. This finding is also consistent with 

previous research, which found that after 

conducting M&A, investor confidence increased 

and caused the company's market value to surge in 
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the short term [9]. In addition, the synergy generated 

through mergers and acquisitions transactions can lead to 

an increase in expected returns, and the capital market 

reaction can be positive [5].  

In previous studies, firm size, as well as the sector of 

the acquirer and acquired firms, are among the things that 

affect the risk received by investors [10]. If the acquirer 

company has a larger size than the target company, then 

the investor reaction of the acquirer company will have a 

low probability of getting a negative impact from the 

M&A transaction. By having a low risk, the market will 

see that the M&A can increase shareholder value. 

Therefore, the share price of companies in the sector that 

conduct M&A could increase.  

Empirical evidence proves that with the company's 

mergers and acquisitions, the company's stock price can 

increase in the short term, showing a positive reaction 

from the investors. In the studies conducted using the 

measurement of cumulative abnormal returns (CAR), 

investors have a positive reaction, which is reflected in 

the increase in stock prices of acquirer firms [5][6][7]. 

Following the approach based on the stock market and 

previous research, this study will use the measurement of 

cumulative abnormal returns (CAR) and will be carried 

out on a short-term basis so that the results obtained can 

be more accurate and more reliable [24]. Therefore, the 

developed hypothesis is: 

H1: Merger and Acquisition positively affect investor's 

reactions in the short term 

Previous research has found that mergers and 

acquisitions can positively affect a firm's financial 

performance [17][2]. However, compared to studies that 

find a positive effect, more studies find that there is a 

negative effect on the firm's financial performance after 

conducting M&A [4][15][18][19][29]. Previous research 

found that the decline in company performance could be 

due to the company's lack of experience and ability to 

conduct M&A [4]. In addition, adverse effects can also 

occur if the purpose of conducting M&A transactions is 

not to improve the firm's financial performance but to do 

a risk reduction. Another study found that adverse effects 

could occur due to a lack of synergy after conducting 

M&A transactions [29]. To achieve synergy, acquiring 

firms need to use existing resources appropriately, 

evaluate target firms, and estimate prospects accurately. 

Furthermore, previous research found that internal 

factors from the acquirer firm itself can affect the effect 

of M&A transactions on its financial performance, which 

is the firm size [2][4]. The larger the acquiring firm's size, 

the more extensive the resources owned by the firm. In 

addition, firm age is also a factor influencing it [2]. The 

older a firm is, the more positively the firm's financial 

performance will be affected after mergers and 

acquisitions than the younger firm [2]. This happened 

because older firms can invest more resources in mergers 

and acquisitions. The company's leverage can also 

have an effect, where the higher the leverage, the 

more significant the financial problem so that the 

profitability obtained by the company will decrease 

[4]. 

Several researchers have conducted the research 

using ROA as the measurement and found that by 

conducting M&A, there will be a negative effect on 

the company where the acquirer firm's financial 

performance may experience a decline 

[15][19][29]. Thus, this study will focus on the 

profitability ratio, which is the company's ROA, to 

determine the firm's financial performance. Thus, 

this study can measure how efficient management 

is in using assets owned by the company [29]. 

Therefore, the hypotheses developed are:  

H2: Merger and Acquisition negatively affect 

acquirer firm’s financial performance 

3. METHOD 

3.1 Research Sample 

This study used Bloomberg to obtain mergers 

and acquisitions transactions and the company's 

financial statements. Meanwhile, this study used 

Yahoo Finance to obtain stock price information. 

Transactions were selected as a sample according to 

the following criteria: 

1) Companies must be registered to the Global 

Industry Classification Standard (GICS) under 

the name of the Information Technology 

sector and conduct merger and acquisition 

transactions in 2015-2019. 

2) The acquirer firm must have a headquarter in 

Asia and must be a public company 

3) Merger and acquisition transactions must be 

complete. 

4) Acquirer firm and stock price data must be 

available on Yahoo Finance. 

5) Financial statements of the acquirer firm must 

be available one year before one year after the 

event date. 

If the acquirer firm conduct other mergers and 

acquisitions transactions in the period one year 

before and one year after the event date, then those 

transactions will be removed from the sample. The 

sample in this study can be seen in the Table 1. 

3.2 Model of Analysis 

In this study, several control variables were 

tested simultaneously which are firm size, firm age, 

and leverage. The bigger the acquirer's firm size 
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compared to the target company, the risk that the investor 

received would be lower [10] and the resource that the 

acquirer firm has would be bigger [23] [18] [16][7][6] 

The older the firm's ages, the more the resource that could 

be invested in the transaction will be more enormous [2]. 

Companies that have a higher level of leverage show that 

the companies have a higher financial problem [4]. To 

understand the effect of firm size, firm age, and leverage 

on the relation between investor reaction and firm’s 

financial performance with merger and acquisition 

announcement, those three variables will be used in this 

study as the control variables. 

The software used in this study to test the hypothesis 

is SPSS. Acquirer firm’s financial performance as the 

dependent variable and control variable is lagged as the 

previous year performance (t-1) may affect the 

performance on that year (t) [4]. Furthermore, to analyze 

the internal factor of the firm, the control variables are 

regressed simultaneously with the independent variable in 

the model. 

The research model for this study to test hypothesis 1 

is as follow: 

CARᵢ,t = 𝛼₀ + 𝛼₁ MAᵢₜ+ 𝛼₂ SIZEᵢₜ-1+ 𝛼₃ AGEᵢₜ-1+ 

  𝛼₄  LEVᵢₜ-1+ 𝜀ᵢₜ    (1) 

where: 

CARᵢ,ₜ= Cumulative Abnormal Return of firm i on time t 

𝜀ᵢₜ= Error with the mean of zero 

 
The research model for this study to test hypothesis 2 is 

as follow: 

ROAᵢ,ₜ= 𝛽₀ + 𝛽₁ MAᵢₜ+ 𝛽₂  SIZEᵢₜ-1+ 𝛽₃ AGEᵢₜ-1+  

  𝛽₄ LEVᵢₜ-1+ 𝜀ᵢₜ    (2) 

where: 

ROAᵢ,ₜ= Financial performance of firm i on time t 

𝜀ᵢₜ= Error with the mean of zero 

3.3. Variables Operationalization  

3.3.1. Dependent Variables 

3.3.1.1. Investor Reaction 

To assess the effect of mergers and acquisitions on 

investors, this study will measure abnormal returns from 

mergers and acquisitions transactions obtained by 

investors in the short term around the M&A 

announcement. By using the CAR measurement, the 

results obtained will provide helpful information to the 

company regarding the abnormal returns that the 

company will obtain. Thus, if there is a significant 

abnormal return around the M&A announcement, this 

situation indicates that the transaction influences 

shareholder wealth and has information content 

[15]. 

Based on previous research, there are several 

steps in calculating abnormal returns. The first step 

in this analysis is to determine the sample of firms 

included in the analysis. This study selected 

companies in the technology sector that conducted 

M&A transactions between 2015 and 2019 that 

matched the criteria above as samples.  

The second step is to determine the event 

window to use. In short terms, this research will use 

the 21-day event window, which is ten days before 

the event day and ten days after the event day (-10, 

+10). These event window lengths used in this 

study to capture the merger and acquisition 

announcement effect accurately as it takes longer 

than one day for the announcement to be reflected 

on the stock market [10]. 

The third step is to predict the return obtained in 

the event window, which is unaffected by any 

event. The model used in this study is the market 

model to determine the expected return (ER). The 

dependent variable and security returns are 

regressed to the percentage difference in the market 

index and using the stock price data for 120 days on 

trading days. The market model used in this study 

can be expressed by the following linear time-series 

model: 

Rᵢₜ= 𝛼ᵢₜ+ 𝛽ᵢₜ, Rₘₜ+ 𝜀ᵢₜ    (3) 

where: 

Rᵢₜ = Return on the security of firm i on day t  

𝛼ᵢₜ, 𝛽ᵢₜ = market model parameter 

Rₘₜ = Return on a market portfolio 

𝜀ᵢₜ = Error with the mean of zero over the regression 

period 

The fourth step is to calculate the abnormal 

return, where the abnormal return itself is the 

difference between the actual and the predicted 

return from the market model. If the value of 

Abnormal return (ARᵢₜ) is not zero, this indicates 

that the M&A announcement affects the company's 

performance. This value can be obtained through: 

 ARᵢₜ=Rᵢₜ-( 𝛼ᵢₜ-𝛽ᵢₜ, Rₘₜ)   (4) 

Cumulative abnormal return (CAR) on several 

holding periods from day t1 today t2 is calculated 

using the formula below: 

 CARₜ₁, ₜ₂ = ∑ ARᵢₜ𝑡2
𝑡=𝑡1

    

 (5) 
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where: 

ARᵢₜ  =Abnormal return on the security of firm i on day t  

3.3.1.2. Acquirer firm’s financial performance 

The impact of mergers and acquisitions on a firm's 

financial performance is measured by the firm's Return on 

Assets (ROA) which is obtained through: 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐴𝑠𝑠𝑒𝑡𝑠 (𝑅𝑂𝐴) =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠

        (6) 

This study will compare the difference of the ROA 

from each company that has done merger and acquisition 

transactions that are included in the sample from one year 

before the announcement (t-1) to 1 year after the 

announcement (t+1). Then, the Ordinary Least Square 

(OLS) regression analysis will be used to analyze the 

impact of the other variables on merger and acquisition to 

acquirer firm's financial performance before and after the 

announcement. 

3.3.2. Independent Variables 

3.3.2.1. Merger and Acquisition (MA)  

Transactions that are used in this study comprise all 

three types of M&A that were done by the company. A 

dummy variable is used to measure the company that did 

merger and acquisition transactions where the firm that 

conducts M&A transactions will be given the value of 1 

whereas the firm that does not conduct M&A transactions 

will be given the value of 0 [20]. 

3.3.3. Control Variables 

3.3.3.1. Firm Size (SIZE)  

Firm Size is measured by the Total Asset of the 

acquirer’s firm [2]. 

3.3.3.2. Firm Age (AGE)  

Firm Age is measured by calculating the years the 

acquirer’s firm has gone IPO until the event date [20]. 

3.3.3.3. Leverage (LEV)  

        Leverage is the ratio of Total Debt to Total Asset 

[6]. 

 

 

4. RESULTS & DISCUSSION 

Based on the Global Industry Classification 

Standard (GICS), there are 3757 companies in the 

Information Technology sector. Based on 

Bloomberg, there are 390 companies out of 3757 

companies conducting Merger and Acquisition 

transactions. However, there are only 226 

companies with complete data. The control sample 

used in this study is companies that do not conduct 

merger and acquisition transactions in the 2015-

2019 period with comparable firm sizes in the same 

industry group. Thus, the final number of control 

samples with complete data is 121 companies. 

Based on the sample criteria above, the sample used 

in this study is 356 observations to examine 

investor reactions and 1068 observations to 

examine firm’s financial performance. 

4.1. Hypothesis Testing 

4.1.1 Impact of Merger and Acquisition on 

Investor Reaction 

In this study, the data analysis method used 

was a regression with the Ordinary Least Square 

(OLS) technique by testing heteroscedasticity, 

normality, and multicollinearity on the sample used. 

In Table 2, it can be seen that CAR (-10,+10) 

has a range from -0.7947 to 0.7903. Firm Size has a 

value with a range of 4596905.01 to 32884015132 

with an average of 1417569313. Firm Age has a 

value with a range of 0 to 70 with an average of 

13.4. At the same time, Leverage has a value of 0 to 

0.79593 with an average of 0.135596. Due to the 

large amount of data in this study, the Kolmogorov-

Smirnov test will be used to test the normality of 

the residuals of the OLS regression. The result 

indicates the CAR (-10,+10) has a value smaller 

than 0.05, which indicates that the CAR does not 

have an even distribution of data. Therefore, to 

have normally distributed data, the data is 

transformed. The data with missing values were 

eliminated from the sample. Therefore, the final 

sample used in this study is 175 observations. In 

multicollinearity testing, all variables have 

Variance Inflation Factors (VIF) values below 10, 

which means that all variables do not have 

problems in multicollinearity. Furthermore, based 

on the scatter plot, there is no heteroscedasticity in 

the data.  
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Table 1. Sample 

Sample Frequency Percentage 

M&A 116 66,29% 

Non-M&A 59 33,71% 

Total 175 100% 

 

Table 2. Variable Descriptive Analysis 

Variable Mean S.D. Min Max 

CAR 0.006345 0.1337439 -0.7947 0.7903 

SIZE 1417569313 4174893912 4596905.01 32884015132 

AGE 13.4 11.297 0 70 

LEV 0.135596 0.1454469 0 0.79593 

 

Table 3. Hypothesis Testing 

 Standardized Coefficients t Sig. 

(Constant)  -13.092 <.001 *** 

M&A 0.171 2.204 0.029 ** 

SIZE 0.012 0.124 0.902 

AGE -0.147 -1.517 0.131 

LEV -0.057 -0.759 0.449 

Adjusted R Square 0.043 

F 2.971 

Sig. 0.021 

*** 0.01 significance level, ** 0.05 significance level, * 0.1 significance level 

 

In Table 3, we can see a significant and positive effect 

between Merger and Acquisition on investor reaction 

which is measured by CAR in the event window (-10, 

+10), which can be seen in the positive coefficient value. 

Furthermore, there is an insignificant positive relationship 

between the dependent variable, CAR, and Firm Size, 

which can be seen in Table 3. As seen in Table 3, there is 

an insignificant and negative relationship between the 

dependent variable, CAR, and Firm Age as well as 

Leverage, indicated by the negative coefficient value in 

the event windows. At the same time, the Adjusted R² 

obtained in Table 3 is 4.3%, which means that the 

independent variable's ability to influence CAR is 4.3%. 

This case shows that sequentially there are 95.7%, other 

factors not discussed in this study that can affect 

CAR after conducting merger and acquisition 

transactions. 

 

4.1.2 Impact of Merger and Acquisition on 

Acquirer Firm’s Financial Performance 
To examine the acquirer firm's financial 

performance, the data analysis method used in this 

study is the regression with the Ordinary Least 

Square (OLS) technique by testing 

heteroscedasticity, normality, and multicollinearity 

on data that matches the sample used. To compare 

the investor reaction and firm’s financial 

performance, the sample used to test the financial 

performance is 525 observations in Table 4.  
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In Table 5, it can be seen that ROA has a range from 

-1.8245 to 8.9069. Firm Size has a value with a range of 

3055224.76 to 32884015132 with an average of 

1655781031. Firm Age has a value with a range of 0 to 

70 with an average of 13.2629. At the same time, 

Leverage has a value of 0 to 1.11 with an average of 

0.1429. Due to the large amount of data in this study, the 

Kolmogorov-Smirnov test will be used to test the 

normality of the residuals of the OLS regression. The 

result indicates that ROA has a value smaller than 0.05, 

which indicates that ROA does not have an even 

distribution of data. The solution is that if there are 

outliers in the company’s data, then the data are 

eliminated from the sample. Therefore, the final sample 

used in this study is 480 observations. However, 

after doing the normality test again, the value 

obtained is still smaller than 0.05. Apart from these 

results, following the Central Limit Theorem (CLT) 

theory, it can be concluded that the sample is 

distributed normally as the sample used in this 

study is large. In multicollinearity testing, all 

variables have Variance Inflation Factors (VIF) 

values below 10, which means that all variables do 

not have problems in multicollinearity. 

Furthermore, based on the scatter plot, there is no 

heteroscedasticity in the data.  

 

 

Table 4. Sample 

Sample Frequency Percentage 

M&A 321 66.88% 

Non-M&A 159 33.13% 

Total 480 100% 

 

Table 5. Descriptive Analysis 

Variable Mean S.D. Min Max 

ROA 0.065844 0.4294023 -1.8245 8.9069 

SIZE 1655781031 4427103239 3055224.76 32884015132 

AGE 13.2629 11.6514 0 70 

LEV 0.1429 0.14539 0 1.11 

 

Table 6. Hypothesis Testing  

 Standardized Coefficients t Sig. 

(Constant)  10.687 <.001 *** 

M&A 0.06 1.395 0.164 

SIZE -0.053 -1.008 0.314 

AGE -0.051 -0.963 0.336 

LEV -0.414 -9.95 <.001 *** 

Adjusted R Square 0.186 

F 28.34 

Sig. <.001 

*** 0.01 significance level, ** 0.05 significance level, * 0.1 significance level 
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In Table 6, it can be seen that there is an insignificant 

and positive effect between Merger and Acquisition on 

the acquirer firm's financial performance, which can be 

seen in the positive coefficient value. Furthermore, there 

is a negative and insignificant relationship between the 

dependent variable, ROA with Firm Size and Firm Age. 

Meanwhile, there is a negative and significant 

relationship between ROA and Leverage. While the 

Adjusted R² obtained is 18.6%, which means that the 

ability of the independent variable in influencing ROA is 

18.6%. This shows that 81.4% of other factors not 

discussed in this study can affect ROA after conducting 

Merger and acquisition transactions 

4.2 Discussion 

Based on Table 3 in this study, it can be concluded 

that Mergers and Acquisitions have a significant effect on 

investor reaction in the short term, which means that H1 

is accepted. This is due to the positive effect on CAR with 

the event window (-10, +10). This shows that the event 

window used can capture the effects of the merger and 

acquisition announcement accurately and it could be seen 

that the announcement is reflected on the stock price [10]. 

This also shows that mergers and acquisitions could 

increase the company's shareholder wealth after the 

announcement [5]. This finding is consistent with 

previous research with a positive and significant effect on 

investor reaction to mergers and acquisitions in the short-

term [5][6][7][8][9][11]. However, it contradicts several 

research that found a negative effect on investor reaction 

[14][15][16]. It can be seen that in Table 3 there is a 

positive relationship between CAR and Firm Size but it is 

not statistically significant. There is a negative 

relationship between CAR and Firm Age as well as 

Leverage. However, the effect is not statistically 

significant.  

Based on Table 6 in this study, it can be concluded 

that Mergers and Acquisitions have an insignificant and 

positive effect on the acquirer firm's financial 

performance, which means that H2 is rejected. In this 

study, a positive but insignificant effect can be caused by 

the ability of the independent variable to affect ROA is 

18.6%, while there are 81.4% other factors not discussed 

in this study that can affect ROA after conducting Merger 

and acquisition transactions. The results of this study are 

different from previous studies and can be caused by 

differences in the period used in the study. The period 

used is one year before and one year after the event day. 

In general, previous research related to the effect of 

mergers and acquisitions on the acquirer firm's financial 

performance used longer periods which is one year before 

the event day and two years after the event day [2], two 

years before the event day and two years after the event 

day [4][29] and three years before the event day and three 

years after the event day [15][18]. This shows that the 

period used in the study can affect the results of the 

study. In conducting mergers and acquisitions, it 

takes a long time to integrate with new companies 

to create synergies. Hence, it takes a longer time to 

accurately see the results and effects of these 

transactions [4][18][29]. 

The insignificant and positive effect on the 

acquirer firm's financial performance is consistent 

with previous research which found an insignificant 

and positive effect on the firm's financial 

performance which is measured using profitability 

ratios, liquidity ratios, and leverage ratios [21]. 

However, the findings in this study are different 

from previous studies which found a significant 

effect of Mergers and Acquisitions on the acquirer 

firm's financial performance, both positively [2][17] 

and negatively [4][15][18][19][29].  

The results show that Firm Size, Firm Age, and 

Leverage have a negative effect on ROA. However, 

a negative and statistically significant effect could 

only be seen in Leverage The results show that after 

conducting merger and acquisition transactions, 

companies with great financial problems will obtain 

lower ROA [4] and be less profitable after the 

transaction [20]. 

5. CONCLUSION 

This paper aims to analyze the impact of 

mergers and acquisitions on investor reaction and 

acquirer firm's financial performance on technology 

sector from firms in Asia. This research is 

conducted in the technology sector as the research 

on this sector is low compared to other sectors 

regarding the impact of merger and acquisition on 

investor reaction and acquirer firm's financial 

performance. Investor reaction is measured using 

Cumulative abnormal return (CAR) whereas the 

acquirer firm's financial performance is measured 

using Return on asset (ROA). The control variable 

used in this study is Firm Size, Firm Age, and 

Leverage. The result shows that mergers and 

acquisitions have a positive and statistically 

significant effect on investor reaction in the short 

term. This indicates that the merger and acquisition 

transaction could increase shareholder’s wealth [5]. 

However, it could be seen that the positive effect on 

a firm's financial performance is insignificant. As 

the control variable: Firm Size, Firm Age, and 

Leverage are shown to have an insignificant effect 

on investor reaction. However, a significant and 

negative effect could only be seen on Leverage to 

the firm's financial performance. 

This research can provide benefits for the 

management as this research could provide 
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information regarding the impact of M&A on investor 

reaction and a firm’s financial performance. This study 

can be useful for the management in making corporate 

decisions and consider the objectives of conducting 

merger and acquisition transactions. 

This study contributes to previous literature related to 

investor reaction and firm’s performance especially in the 

technology sector which has not been supported 

sufficiently despite being a sector that’s developing 

significantly and has a large amount of merger and 

acquisition transactions. This study can give an insight to 

other researchers regarding the investor reaction and 

firm’s performance after the acquiring firm announces the 

merger and acquisition transactions.  

Nonetheless, there are several limitations in this study 

that could lead to other research in the future. Investor 

reaction and firm’s financial performance is an important 

aspect to measure the success of merger and acquisition 

transactions. However, both of them are not the only 

parameter to measure M&A success. Thus, in the future, 

other studies could use other approaches or parameters to 

measure investor reaction and firm’s financial 

performance. The period used to measure the firm's 

performance (1 year before and 1 year after the event day) 

may affect the result in this study. Therefore future 

studies may use a longer period as the effect of the 

transaction may be realized in the long term. The firm 

selected as a sample in this study is restricted to public 

companies due to the availability of the data on 

Bloomberg and Yahoo Finance. Thus, in the future, 

studies could include private firms as the sample. M&A 

could increase a firm size, resources, and expand its 

market. Therefore, a firm must accurately forecast the 

positive impact gained as the investor reaction is 

influenced by the firm's prospect in the future after doing 

the M&A transaction. 
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