Cross-Border Mergers, Acquisitions, and Valuation

Q: What is the motivation for cross-border mergers and acquisitions?

A:


To build shareholder value.

Q: What are the drivers of M&A activity?

A:

Macro - Global competitive environment (i.e. technological regulatory, and capital market changes)

Micro - Industry specific dynamics (i.e. access to strategic assets, market power, synergies, size, diversification, financial opportunities)

Note: An enterprise’s potential value is a combination of the intended strategic plan and the expected operational effectiveness to be implemented post-acquisition.

Q: What are the advantages to a cross-border acquisitions versus a greenfield investment?
A: Advantages:
· Faster to implement. 

· Cost-effective means of both gaining competitive advantage and eliminating a local competitor.

· Opportunities created through international economic, political, and foreign exchange conditions. 

Q: What are the challenges to a cross-border acquisitions versus a greenfield investment?

A: Challenges:
· Melding corporate cultures.

· Downsizing challenges (i.e. employees, host government intervention)

Q: What are the three stages to the cross-border acquisition process?

A:

1. Identification and valuation of target

2. Ownership change

3. Management of the post-acquisition enterprise.

Cross-border diversification

Goal: Minimize the firm’s overall cost of capital

Note: If investors already have access to international markets, then the MNC cannot provide diversification benefits.  But if investors are restricted from some national markets then the MNC can provide indirect diversification benefits.

Agency cost - Managers may still have an incentive to diversify at the expense of shareholder value because it can increase their compensation (larger firm) and decrease their risk (diversification). 

Questions

Chapter 19

1 – 5 on page 610.

Final Project

10% Proposal

20% Presentation


-exceeds 20 minutes minus 5 points


-professionalism – 20 points



(no typos, well dressed, well prepared, well spoken)


-question & answers – 5 points


-content 70 points



(10 points companies & background)



(10 points explanation of opportunity)



(20 points Macro Economic Report of the economy)



(10 points forecast exchange rates)



(20 points summarize risks & how you will overcome them)

70% Written Report


-exceeds 15 pages minus 5 points


-professionalism – 20 points



(no typos, etc.)


-content – 75 points



(10 points companies & background)



(10 points explanation of opportunity)



(10 points Macro Economic Report of the economy)



(10 points forecast exchange rates)



(20 points summarize risks & how you will overcome them)



(15 points for connections to the material we have covered in class)


Additional guidelines are in the back of your syllabus.
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