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Analysis of “Le Journal des Savants”
in the 1740s
NASHIRO Kunitaka

Abstract

This study focuses on the academic journal, Le Journal des Savants
which they had been publishing in France during the 1740s, because Le
Journal des Savants was very important periodical in the 18" century.
In this text, the articles of this periodical can be classified in 5 categories
which are Theology, Jurisprudence, History, Science and Art and
literature. Using this classification, the text was investigated, analyzed,
and how it had changed through the 1740s. was clarified.
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A Research of Consciousness of Life and Cultural Changes in Takayama
— Basical Study on Scales of Place Attachment and Identity, Value —
Intention, and a Lif Worth-Living
YOSHIDA Hiroyuki

Abstract

Takayama City promotes advancing tourism by using traditional
culture as resources. Keeping up of traditional culture has a large
portion depending on a local resident's voluntary activity. Then, the
consciousness of life and maintenance for traditional culture was
investigated in Takayama. The questionnaire used place attachment
and place identity, the measure of value intention, and the measure of
sense of life worth living. Each measure had acquired the consistent
reply tendency as a result of analysis. Although the potential factor
of the consultation result was not necessarily in agreement with the
previous work, it was the result of the ability to interpret. The things
with place attachment and a place identity measure, and significant
correlation were a social value factor in a value intention measure, and
a present condition satisfaction factor which can be put on the feeling
measure of definite sense of life worth living. The high person of place
attachment was the result of also having social value directivity and

present condition satisfaction is high.
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The Battle of Intelligence between Japan and USA
— “The Naval Otsu (&) Affair” and the Others (3)

MIYAKE Mitsukazu

The “Naval Otsu Affair”, which occurred on March 31 in 1944,
brought about the same disastrous result as “The Naval Kou (H!)
Affair”. The death of Japan's Admiral Koga and other staff officers
seriously influenced the dogged vigorous attitude toward the attack of
the US army. But apart from this fact, there are another two problems
to be considered: the problem of General Fukudome and his men,
captured at the time of war and besides the loss of Fukudome’s bag, in
which top-secret documents, including a signal book, the so-called “New
Z Operation Plan” and so forth, were strictly kept.

In this paper we'd like to take up solely the former of both problems
above and to inquire into how Fukudome's group was captured on
Cebu Island by the Philippine guerrilla, and further how Japanese forces
could rescue them from the guerrilla headquarters in the mountains. In
Tokyo a committee of research members was organized to investigate
the process of this serious incident. From Japan's viewpoint, the biggest
concern about this incident is whether or not they had been captured
by the US army. It became taken for granted that the Japanese,
whether officers or sailors, should kill themselves, rather than surrender
to the enemy. So how the Admiralty Center of the Imperial Navy (ifif
F4ER) in Tokyo dealt with this case on the principle of the system of
the Japanese Army must be also mentioned here.

In conclusion, the responsible leaders of Japan judged that their being
confined to the native house by the guerrilla troops didn't mean keeping
under the situation of the war prisoner, and that there was no evidence

available indicating that Gen. Fukudome and other men had been
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captured by the regular US army. On the ground of this judgment the
leaders of the Imperial Navy finally came to a conclusion that no one
should be to blame for this case, whereas with too excessive regard on
the matter of prisoners, they paid very little attention to the loss of the
top-secret documents.
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Abstract

This study investigates bid premiums of 314 cash tender offers
between 1996 —2007 in Japan in order to examine the relationship of
premiums to the financial and other variables for both the premium
offers group and the discount offers group. The main result is as follows:
bid premiums are positively related to the equity ratio and ROE of
target firms and negatively related to the total asset turnover ratio and
PBR of target firms for the premium offers group. On the other hand,
bid premiums are positively related to the ROA, ROE, profit margin
and EBITDA margin of target firms for the discount offers group. This

result implies the two groups have quite different natures.

1. Introduction

The mergers and acquisitions (M&A) market in Japan has been growing over the past 26
years as shown in Figure 1. It has experienced three upward slopes. The first one was during
the late 1980’s, when the main motives for acquisitions were diversification and overseas
expansion”®. The second one occurred in the late 1990’'s, when many Japanese corporations
implemented drastic restructuring of their business segments by adopting mergers,
acquisitions, absorption into newly-built holding companies, divestitures, carve-outs, and so
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* The situation and the history of the Japanese market for control at the time is described by Kester (1991).
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forth. The third one was partly continued from the second one and appeared clearly during
2003 through 2006. In this period, the behaviors of two types of acquisition players are worthy
of note. One was the first- or second-ranked largest domestic corporations, which attempted
large-scale cross-border acquisitions in order to build their competitive strengths in the global
markets. The other was hostile acquisitions by private buyout funds or mid-scale emerging
corporations. The acquisition targets included well-known established large corporations®.

Among the various types of M&A, tender offers deserve attention for several reasons. First,
they have been dramatically increasing for the past 15 years, as illustrated in Figure 2. The
peak-year number and value of tender offers amount to 104 deals in 2007 and deals valued
at 3.29 billion yen in 2006, in contrast to 14 deals valued at 0.17 billion yen in 1998. Second,
tender offers are different from other types of M&As in that acquirers offer their intention of
acquiring, their plans after acquisition, and the conditions for tendering shares directly to the
shareholders of target firms by using tender offers in order to dispense with bargaining with
the management of targets who are not necessarily friendly to the offer. Therefore, transfer of
corporate control can be smoother via tender offers than the other M&A types because of the
lack of mediation or interference by the management of the targets if the offer is efficient and
effective. Thus, the recent rise of tender offers may indicate an enhancement of functionality
of the market for corporate control.

Third, a reason which is derived from the second reason noted above: the most important
factor in the success or failure of an acquisition attempt by tender offer could be the offer
price’. This is because the tendering shareholders will leave the target firm after the offer
when the offer is successful®, in contrast to shareholders who support the merger, who will
not leave but instead remain as shareholders of the corporation formed as the consolidation of
acquirer and target. Consequently, it is natural that the interest of the target’'s shareholders
focuses on the offer price. For the typical shareholder, the offer price as a relative value is
more important than as an absolute value. The value of an offer price relative to the pre-offer
stock price is commonly used. This is called the “takeover premium” or “bid premium,” and
is represented as a percentage. Due to these fundamental reasons, this paper focuses on the
premium of tender offers in Japan.

Another reason to pay attention to the premium of tender offers in Japan is their
uniqueness. Acquirers usually present a tender offer with a (positive) premium to motivate
target shareholders to tender their shares to secure the premium gains. It stands to reason
that offers with negative premium, so-called “discounted tender offers,” are rare because such
offers lack incentives for the shareholders to tender their shares. Nevertheless, the situation in
Japan is quite different. Figure 3 shows the frequency distribution of takeover premiums of the

* The change of Japanese market for corporate control at the time is illustrated by Colcera (2007).
* As noted below, it is not the case that all the tender offers in Japan are economically efficient.
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sample in this paper. It is obvious that the frequency of discounted tender offers comprise a
significant percentage of total offers. The percentage of discounted tender offers in the sample
is 40.0%. This high rate of discounted tender offers results from the rule of tender offers in
Japan. The rule mandates that acquirers conduct tender offers if they will own beyond one-
third of the shares outstanding of the target firm as a result of the offer. It also allows partial
offers when the share ownership rate of the acquirer after the offer will not exceed two-thirds
of the shares outstanding. On the other hand, it does not regulate the minimum price of the
offer. Consequently, when the pivotal blockholder of the target wants to sell all their shares to
the acquirer, but the acquirer does not want to conduct an any-or-all offer, the most suitable
approach for both sides is a discounted tender offer. This prevents the shareholders of the
target except the blockholder from tendering. The blockholder can exit from the target firm in
exchange for submitting their held shares at a below market price. It is supposed that most of
the discounted tender offers of 40% of the sample noted are associated with this type of deal.
This type is quite different from ordinary tender offers, whose purpose is to concentrate shares
from the dispersed ownership of the target. Given this peculiarity, it is inferred that there are
essential differences between ordinary premium tender offers and discounted tender offers.

On the basis of the background of these fundamentals, this paper compares the financial
characteristics of subgroups of both premium offers and discount offers, and examines the

factors determining the premium (or discount) for both subgroups.

Figure 1. Mergers and Acquisitions in Japan
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° This is not necessarily the case based on the evidence of Japan reported by Bundo (2005b), which reveals the
relationship between deal structures and the results of the offer.

® It is a fact that consideration of almost all the tender offers in Japan is by cash. In cash tender offers, tendering
shareholders do not remain with the target, which prevents them from keeping interest in or attending to the management
policy of targets after the offer success.
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Figure 2. Tender offers in Japan
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Figure 3. Frequency distribution of the premiums of the sample
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The paper is structured as follows. Section 2 reviews prior literature. Section 3 presents the

data and the methodology. Section 4 provides the empirical results. Section 5 concludes.

2. Literature Review’
21 US
There are many studies that address takeover premiums in the US. In this section, I take

up the main empirical studies using regression analysis in relation to the determinants of the

" This section is a revised version of Section 2 of Bundo (2012).
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takeover premiums.

Ferris et al. (1977) regress the premium of 50 cash tender offers during 1974 —1975. They
find that a higher soliciting fee and lower toehold are significantly related to the premium.

Walkling and Edmeister (1985) regress the premiums of 158 cash tender offers in the
period 1972 —1977. They find asignificantly positive relationship of premium to the presence of
an opposing bid and over 50% shares sought dummy, and a significantly negative relationship
to target debt-to-asset ratio trend, market to book value ratio, and toehold.

Varaiya (1987) regresses the takeover premiums of 77 completed acquisitions over the
period 1975—1980. He finds a significantly positive relationship of premium to dummy for
existence of competing bidders, dummy for anti-takeover amendments, and a difference of
target and industry average P/B ratios.

Kaufman (1988) regresses the premiums of 748 acquisitions from 1964 through 1983. He
finds a significantly positive relationship to cash-paid percentage of acquisition price and
dummy for target resistance, and a significantly negative relationship of P/B ratio, toehold,
and dummy for the receiving of unsuccessful acquisition proposals during the prior two years.

Slusky and Caves (1991) regress the premiums of 100 mergers completed in the period
1986 —1988. They find a significantly positive relationship of premium to the difference of
target and acquirer debt/equity, all-cash payment dummy and rival bidder dummy, and a
significantly negative relationship to target insider shareholding, target over-5%-outsider
shareholding, and buyer insider shareholding.

Nathan and O'Keefe (1989) regresses the premiums of 681 takeovers in the period from
1963 through 1985. They find that time a trend of premiums and dummy for cash tender has a
significantly positive relationship to premiums, that the stock market index has a significantly
negative relationship, and that post-1973 premiums are significantly higher than those in 1963
—1973.

Haunschild (1994) regresses the premiums of 788 acquisitions completed between 1986 and
1993. He finds a significantly positive relationship of premium to interlock partner premiums,
same investment banker premiums and number of competitive bids.

Hayward and Hambrick (1997) regress the premiums of 106 large acquisitions in 1989 and
1992. They find a significantly positive relationship of premium to target insider holdings,
competing bids, recent acquirer performance, media praise for CEO and CEO relative pay.

Cotter et al. (1997) regress the premiums of 169 tender offers announced in 1988-1992. They
find a significantly positive relationship of premiums to independent boards and ownership of
inside directors, and a significantly negative relationship to interlocking directorships.

Betton and Eckbo (2000) construct a simultaneous equation estimation of the premiums
of 1,353 tender offers over the period 1971 —1990. They find that the initial offer premium is
increasing in the offer price markup, and decreasing in the target equity size, lower when the
offer is resisted, and when the toehold is greater.
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Officer (2003) regresses the premiums of 2,511 acquisitions between 1988 and 2000. He finds
that premiums are significantly higher when the deal has target termination fees, when the
bidder is from the same industry as the target, when the bid involves a tender offer, when the
bidder has greater market value, and when the market-to-book ratio of the bidder is greater,
and significantly lower when the bidder has toehold, when the bidder and target are in the
financial industry, and when the target has greater market value.

Moeller (2005) regresses the premium of 373 takeovers during 1990 —1999. He finds a
significantly positive relationship of premium to bid hostility and fraction paid with cash,
and a significantly negative relationship to CEO ownership over 5%, insider ownership over
40%, outside blockholdings over 10%, bid by tender offer, ratio of target to bidder of market
valuation and prior excess return.

Eckbo (2009), based on the large scale empirical study by Betton, Eckbo and Thorburn
(2008) of the offer premium in 4,889 control contests during 1980 — 2002, presents that the
initial offer premium is increasing with a target book-to-market difference from industry
median, target price run-up, all cash deal, public acquirer and target hostile response, and
decreasing with target market capitalization, toehold, horizontal takeover, and tender offer.

Bargeron (2012) regresses the 791 cash tender offers announced between 1995 and 2010.
He finds that the initial premium has a significantly positive relationship to dummy for lockup
option and dummy for incorporation in Delaware, and a significantly negative relationship to
dummy for shareholder tender agreements, target price run-up, and target market value of
equity®.

It is surprising that most of these prior studies have failed to find a clear relationship
between takeover premium and target financial characteristics. Exceptions to this are limited”.
2.2 Japan

There are some prior studies analyzing the determinants of takeover premiums in Japan.
Bundo (2005a) finds a significantly positive relationship of premiums to percentage of
shares sought and ownership of target by financial institutions, and a significantly negative
relationship to the number of target shareholders and top 10 shareholders’ ownership of
target. Hattori (2008) finds that premium is increasing with percentage of shares acquired,
offer value to target net income, and dummy for cross-border deal. Inoue (2008) finds that
premium is increasing with percent of shares sought when it is over 66.6% and ratio of
tendered shares to shares not held by bidder at the time of the bid, and decreasing with
target PBR. Kruse and Suzuki (2010) find a significantly positive relationship to premium

based on pre-announcement 52 week high stock price and two time indicators of the change of

® In addition to U.S. sample research, European takeover premiums have been investigated. See Eckbo and Langohr (1989),
Belot (2009), and De La Bruslerie (2010).
° They include Walkling and Edmeister (1985), Slusky and Caves (1991), and Ayers et al. (2003).
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relevant rules, and a significantly negative relationship to partial offer dummy, toehold, block
seller existence, and target distressed dummy. Inoue et al. (2010) find a significantly positive
relationship to PBR<1 dummy, MBO after September 2008 dummy and percentage of shares
sought, and a significantly negative relationship to up-down ratio when the ratio is negative
and PBR when PBR is under 1. Hanamura et al. (2011) find that premium has a significantly
positive relationship to target B/P ratio, and a significantly negative relationship to bidder B/P,
ratio of target market capitalization to bidder market capitalization, and toehold. Similarly to
the U.S. studies of takeover premiums, little research has explicitly examined the relationship
of takeover premiums to target financial characteristics in Japan®.

Among the Japanese studies noted above, the one that has partially overlapping interest
with this paper is Kruse and Suzuki (2010), who analyze the influence of discounted tender
offers on bid premiums using OLS regressions. However, they utilize a partial offer dummy
as an independent variable or run a regression model that limit the sample to partial
offers because they treat partial offers as a proxy for the discounted offers. In addition, the
independent variables of their models are mostly dominated by ones related to ownership, bid
strategy, or market. The financial variable included is target distressed dummy only. Different
from Kruse and Suzuki (2010), this paper focuses on the financial characteristics of the target
firms and compares directly the discounted offers with premium offers.

3. Sample and Methodology
31 Sample

The sample used in this paper is the target firms of the tender offers which were rendered
following the securities regulations of Japan and which commenced during 1996 to 2007. The
original sample numbers consistent with the requirements involve 353 offers. However, after
exclusion of some additional conditions, the final sample decreased to 314 cash tender offers'.
Public documentation of the sample tender offers was collected from EDINET.
3.2 Variables

The variables utilized in the paper involve financial and others. Financial variables includes
equity ratio (EQTY), debt-to-equity ratio (D/E), return on assets (ROA), return on equity
(ROE), profit margin (PROFIT), EBITDA margin (EBITDA), turnover ratio (TURNOVR),
distress periods (DSTRSS), market capitalization (MKTCAP), total assets (ASSET), price-to-
book value ratio (PBR), targeted ownership (TAGOWN), and toehold ownership (TOEOWN)

' Bundo (2012) tries to examine the determinants of the takeover premiums using the whole sample of the tender offers
in Japan.

" The exclusion involves 38 cases:; 1 includes the stock-for-stock offer; 8 include targets for which the accounting period
has changed within the three years prior to the offer; 16 include target firms which belong to financial industries; 8 include
bidders who offer after the preceding bidder within the same fiscal year of the target; 2 include cases for which stock price
data is not available; 3 include cases where the book value of equity of the target of the previous accounting period of the
offer is negative; and 1 is an obvious outlier.
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of the target firms.
These variables, which all indicate the financial or other condition of the target firms prior
to the offer, are defined as follows:
EQTY = book value of equity of the previous accounting period of the offer divided by
book value of assets of the previous accounting period of the offer
D/E = book value of short-term debts, long-term debts, and bonds of the previous
accounting period of the offer divided by book value of equity minus cash and
securities of the previous accounting period of the offer
ROA = earnings before interest and tax of the previous accounting period of the offer
divided by total assets of the previous accounting period of the offer
ROE = net income of the previous accounting period of the offer divided by book value
of equity of the previous accounting period of the offer
PROFIT = earnings before interest and tax of the previous accounting period of the
offer” divided by total sales of the previous accounting period of the offer
EBITDA = earnings before interest, tax, depreciation and amortization of the previous
accounting period of the offer divided by total sales of the previous
accounting period of the offer
TURNOVR = total sales of the previous accounting period of the offer divided by total
assets of the previous accounting period of the offer
DSTRSS = the number of accounting periods with negative earnings before deducting
extraordinary gains and losses and tax within the three periods prior to the
offer
MKTCAP = market capitalization of equity of the target firm at the point of the day of
the previous accounting period of the offer
ASSET = book value of total assets of the target firm in the previous accounting period
of the offer
PBR = stock price of the target firm at the point of the day of the previous accounting
period of the offer divided by book value of equity of the target firm of the
previous accounting period of the offer
TAGOWN = shares to reach set by bidder for the offer divided by outstanding shares
of the target firm at the time of the offer
TOEOWN = shares owned by bidder at the time of the offer divided by outstanding
shares of the target firm at the time of the offer

The paper also employs another indispensable variable, the bid premium variable (PREM).
PREM is defined as follows:

" Earnings before interest and tax iscalculated by adding the interest income and dividends earned to operating income.
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PREM = final offer price divided by stock price of the target firm prior to the offer,
where the denominator is calculated as the volume-weighted average stock price of the
target of each trading day of the six months before the announcement day of the offer. The
announcement day of the offer is determined by surveying the articles on Nikkei Zembunkiji
Database DVD-ROM.

4. Preliminary analysis of the sample
4.1 Descriptive statistics

Table 1 presents the descriptive statistics of the sample. The mean and median of PREM
of the discount offers are 0.27 and -0.25, respectively. Both values are approximately the same
distance from zero, although the population of each group is quite different. The standard
deviations and the distance between the minimum and maximum of both groups are also at
similar levels, implying that comparing the two groups should be worthwhile. Differences of
the signs of the variables are found in the percentile columns of D/E, ROA, ROE and PROFIT.
The sign of the median of D/E for premium offers is negative, but positive for discount offers,
which indicates the proportion of the positive D/E targets in the discount offers group is
higher than the premium offers group. The signs of the 0.25 percentile of ROA, ROE and
PROFIT for premium offers are all positive, but negative for discount offers, which means that
the proportion of the loss target firms in the discount offers group is higher than the premium
offers group.

42 Difference test of variables between the two sample groups

Table 2 shows the median and mean differences of the financial and other variables of the
two sample groups. EQTY of the premium offers group is significantly higher than that of the
discount group, and D/E of the premium offers group is significantly lower than that of the
discount group. These results indicate that the targets of the discount offers group depend on
more debt and thus are more leveraged than the premium offers group. The level of leverage
of the discount group should be noticed. The median and mean of EQTY of the discount
group (0.332 and 0.390) are not apart from each other. This implies that the level of leverage
of discount group would not be so high. Turning eyes to the D/E of the discount group, on
the other hand, the median and mean are quite different; the extreme high value of the mean
(2.015) suggests that top D/E sample target firms of the discount group fall into the condition
of over-leveraged.

As to ROA, the premium group is significantly higher than the discount group. The
difference of the two groups becomes greater in mean than in median. This extended
difference of the mean stems from the higher value of the premium group (0.058) and the
lower value of the discount group (0.018) than median values of each group, which causes
that the upper half of the premium group to have a wider range than the lower half and the
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Table 1 Descriptive statistics of the data: Bid premium, Financial characteristics variables,
and Other variables

Panel A. Premium Offers (N=224)

Bid premium

Financial

Other

PREM

EQTY

D/E

ROA

ROE
PROFIT
EBITDA
TURNOVR
DSTRSS

MKTCAP (¥bil.)
ASSET (¥bil.)
PBR

TAGOWN
TOEOWN

Panel B. Discount Offers (N=90)

Bid premium

Financial

Other

PREM

EQTY

D/E

ROA

ROE
PROFIT
EBITDA
TURNOVR
DSTRSS

MKTCAP (¥bil.)
ASSET (¥bil.)
PBR

TAGOWN
TOEOWN

Mean SD. Max. 0.75% Median  0.25% Min.
0.27 0.20 1.16 0.33 0.24 0.15 0.01
0.52 0.21 0.98 0.68 0.54 0.37 0.04
0.29 1.08 5.09 054 -002 -030 -1.27
0.06 0.07 0.38 0.08 0.05 002 -0.33
0.00 0.35 119 0.08 0.04 000 -4.20
0.06 0.08 0.34 0.09 0.04 002 -0.38
0.09 0.09 0.55 0.13 0.08 0.04 -0.34
1.22 0.72 5.75 1.46 1.09 0.76 0.10
0.25 0.57 3.00 0.00 0.00 0.00 0.00

4162 91.75 81798 3479 1130 499 0.30

6191 137.63 142817 5414 2455 11.67 0.79
1.49 1.33 10.13 1.75 1.04 0.75 0.11
0.69 0.22 1.00 1.00 0.67 0.51 0.12
017 0.22 0387 0.33 0.00 0.00 0.00

Mean SD. Max.  0.75% Median  0.25% Min.

-0.25 0.23 -0002 -006 -017 -040 -0.96
0.39 0.24 0.94 0.56 0.33 0.22 0.01
2.01 7.83 62.85 1.34 032 -031 -1.78
0.02 0.08 0.25 0.05 003 -002 -029

-0.64 431 0.56 0.09 002 -024 -4054
0.01 0.10 0.36 0.06 002 -002 -048
0.05 0.09 0.31 0.10 0.05 0.01 -0.18
1.27 0.79 3.70 1.77 1.06 0.70 0.15
0.74 1.03 3.00 1.00 0.00 0.00 0.00

38.46 157.89 1,431.47 2049 5.86 233 0.75

69.26 273.74 2489.09 3393 10.79 6.16 0.88
3.31 6.63 52.58 3.35 1.59 0.87 0.20
0.56 0.15 1.00 0.61 0.53 0.50 0.18
0.10 0.16 0.69 0.23 0.00 0.00 0.00
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lower half of the discount group to have a more extensive range than the upper half.

Concerning ROE, the premium group is significantly higher than the discount group on the
point of median difference, though the mean difference is not significant. The means of the
premium and discount group are both negative in spite of the median being positive for both
groups. These results indicate that both groups include certain measure of samples that suffer
from negative and quite low ROE.

Regarding PROFIT and EBITDA, the premium group is significantly higher than the
discount group. On the other hand, with respect to TURNOVR, both median and mean
differences are insignificant.

In regard to DSTRSS, the mean value should be focused on because the median value of
both groups is zero, which means more than half of the sample targets of both groups never
have experienced loss for the three years prior to receiving the offers. The mean difference
is significantly negative, implying that either the discount group has incurred loss for more
years, or that more sample target firms have suffered from loss than the premium group.

As for size of the sample firms, the premium group is significantly larger than the discount
group on the point of market capitalization (MTKCAP) and total assets (ASSET). The
results of PBR are interesting. The premium group is significantly lower than the discount
group for both median and mean difference, and the gaps of the median and mean are large
especially for mean. This implies that the stock market values more highly the firms that the
acquirers set the discount offer price for”. As to TAGOWN, the premium group is significantly
higher than the discount group, which might reflect the difference of the purpose of the offers
between the two groups. Concerning TOEOWN, the premium group is significantly higher
than the discount group. Nevertheless, the median of both groups is zero and the mean is 0.171
for premium group and 0.102 for discount group. These values and the level of gap are not
meaningful in the context of tender offer strategy.

5. Univariate test

In order to examine therelationships of bid premiums to the financial and other
characteristics of the target firms, median and mean difference univariate tests are first
conducted for the each of the premium and discount offer groups in this section. The test
method employed in the section is unique. First, ordinary univariate difference tests are done
for either mean or median difference. This paper, however, displays both. Second, typical
univariate difference tests present the difference between the top ranked (high ranked)
subgroup mean or median and bottom ranked (low ranked) mean or median, which is shown
as High—Low in the paper. This paper, on the other hand, also exhibits various pairing
differences, such as High — Middle, High — (Middle — Low), Middle — Low, and (High + Middle)
—Low. These arrangements of display help understanding of the peculiarities of each variable
in detail.
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Table 3 and Table 4 show the median and mean and the differences of each variable
sorted by bid premium for the premium group. Table 5 and Table 6 illustrate the ones for the
discount group. The samples of each group are divided into three subgroups: High, Middle,
and Low.

As to EQTY, High — Low difference (hereafter H—1L), Middle — Low difference (hereafter
M-L), and (High +Middle) —Low difference (hereafter (H+M) —L) are all significantly
positive for both median and mean, indicating that the higher the premium, the higher the
equity ratio of the targets. This relationship mostly reflects the difference between the High
and Middle combined subgroup and the Low subgroup. On the other hand, there are no
significant differences of both median and mean for the discount group.

In regard to D/E, the differences of M—L and (H+M) —L are significantly negative for
both median and mean for the premium group. On the other hand, the mean difference of H
—M is significantly positive, but the median difference of it is insignificant and negative. This
is deemed to reflect the median-mean gap that is the positive high value (0.316) of mean High
subgroup compared to the negative value (-0.074) of median High subgroup. Contrary to the
premium group, there is no significant difference.

As for ROA, a weak significantly positive mean difference is found, but no significance
for the median difference for the premium group. This is opposite to the counterpart because
the differences of H—L, H— (M+L), and (H+M) —L for both median and mean for the discount
group are all significantly positive.

The result of ROE is complex. For the premium group, the differences of M—L and (H+M)
—L are significantly positive for both median and mean; in addition, the mean difference of H
—L is significantly positive. On the other hand, for the discount group the differences of H—L
are significantly positive for both median and mean, but the other significant differences such
as H— (M+L), M—L, and (H+M) —L are found merely in the median.

The results of PROFIT and EBITDA are rather contrasting. For the premium group,
there are no significant differences, except for the median positive differences of M —L and
(H+M) — L. In contrast, for the discount group common significant positive differences are
found in both median and mean of H—L, H— (M+L) and (H+M) —L for PROFIT and of H—
L, H—-M and H— (M+L) for EBITDA. The significantly positive median differences are also
found in M—L and (H+M) —L for EBITDA.

TURNOVR shows quite mixed results. For the premium group, significantly negative
differences are found in H-L, H— (M+L) and (H+M) —L for the median, whereas weak
significantly differences are found in H—L for the mean. On the other hand, for the discount

group no significant difference is found; moreover, most of the signs of median and mean are

¥ This evidence might lead to a hypothesis that the discount offers occur not only because of the regulation system of
Japan but also because of the stock market overvaluation. This is not the theme of the paper.
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inconsistent with each other.

In regard to DSTRSS, focusing on the mean results shows that significant differences
are found in different parts. For the premium group, they are found in M—L and (H+M) —
L, whereas H—L, H-M and H— (M+L) are the insignificant differences. To the contrary, for
the discount group the results on significance are diametrically opposite; moreover, the signs
of the differences of H—M and H— (M+L) are also the opposite.

The results of the size variables show the gap between the two groups as well. For the
premium group, the significant differences of MKTCAP and ASSET in H—M and H— (M+L)
bear a positive sign, whereas the significant differences of MKTCAP in H—L, H— (M+L), and
(H+M) —L and of ASSET in H-L, H-M, H— (M+L), and (H+M) —L all carry the positive
sign for the discount group.

With regard to PBR, of the five differences of median and mean each, three and four
differences are significant, respectively, for the premium group, whereas there is merely one
weak difference each of median and mean for the discount group. Concerning TAGOWN,
three significant differences are found in both of median and mean for the premium group; but
there is no significant difference for the discount group.

To sum up the results of the two groups, it is assumed that bid premiums are positively
related to EQTY, ROE of target firms and TAGOWN of acquirers, and negatively related to
TURNOVR and PBR of target firms and TOEOWN of acquirers for the premium offers group,
and that on the other hand, bid premiums are positively related to ROA, ROE, PROFIT, and
EBITDA of target firms for the discount offers group.

Based on the examinations detailed above, it would be safe to conclude tentatively from
the univariate test that the relationships of bid premiums to financial and other characteristics
of the target firms of the premium offers group are different from those of the discount offers

group.
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6. Regression analyses
6.1 Simple regression

In order to investigate more rigidly the peculiarities of the premium offers group and the
discount offers group, I conducted the regression analyses. This subsection addresses the
simple regression results. In order to correct for heteroscedasticity of the linear regression,
White heteroscedasticity-consistent standard errors are employed in all regression models.
Log-transformation is adopted to for MKTCAP and ASSET values in the univariate test and
the regression.

Table 7 presents the results of ordinary least square simple regressions on bid premium
for the premium group. As can be seen, there are apparently few variables that demonstrate
significant estimates of the coefficients of the independent variables such as ROE, MKTCAP,
PBR, and TOEOWN, whereas all of these estimates of the coefficients of the intercepts are
significant. ROE shows positive, MKTCAP negative (but with weak significance), PBR
negative, and TOEOWN negative.

Table 8 reports the results of OLS simple regressions on bid premium for the discount
offers group. Fewer significant estimates of the coefficient of the independent variables are
found such as PROFIT (positive), DSTRSS (negative), and ASSET (positive), although
the significant levels of DSTRSS and ASSET are weak. The absence of duplicate variables
between the two groups implies that the two groups have essentially different natures. In
addition to the inconsistency of the significant variables, it should be pointed out that the
inconsistency of the signs of the coefficients of the independent variables highlights the
heterogeneousness of the two groups. As to the size variable, the signs are positive for the
premium group versus negative for the discount group for both MKTCAP and ASSET. As
with ownership strategy, the signs are positive for the premium group versus negative for the
discount group in the regression by TAGOWN, and negative for the premium group versus
positive for the discount group in the regression by TOEOWN",

6.2 Multiple regression

Table 9 shows the results of OLS multiple regressions on bid premiums both for premium
and discount groups. Model (1) and (5) are the ones that include the variables the estimate
coefficient signs of which are consistent with the signs of the significant estimates in the

simple regression model described above. Model (2), (6) and (7) are the ones that secure

" This, in turn, means that the signs of the coefficients of all the financial characteristics variables are consistent for the
two groups.
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the significant estimate of the coefficient merely for the financial variables. Model (3) and (4)
are the ones that ensure the significant estimates of the coefficient for all the independent
variables in the model. The results of the models demonstrate that bid premiums are
affected positively by ROE and TAGOWN and negatively by TOEOWN (and PBR though
its weakness) for the premium group, and otherwise positively by PROFIT for the discount
group. These results by regression analyses are partly inconsistent with the ones produced by

the univariate difference test in section 5.

7. Conclusion and discussion

The paper analyzes the bid premiums of 314 cash tender offers between 1996-2007 in Japan
in order to examine the relationship of the premiums to financial and other variables for both
the premium offers group and the discount offers group. The analysis uses the univariate test
and regression analysis. The results show that the two groups have quite different natures.
The univariate test reveals that the bid premiums are positively related to the equity ratio
and ROE of target firms and targeted ownership set by acquirers, and negatively related to
the total asset turnover ratio and PBR of target firms and toehold ownership by acquirers for
the premium offers group, and that on the other hand, bid premiums are positively related
to the ROA, ROE, profit margin and EBITDA margin of target firms for the discount offers
group. These results imply that a part of the relationship evidenced by Bundo (2012) may not
reflect the true relationship of the bid premiums to financial characteristics of the target firms,
such as equity ratio and distress periods.

In addition, the simple and multiple regression analyses of the paper show that, of the
financial characteristics variables, the ROE of the target firms affects the bid premiums for the
premium offers group and the profit margin for the discount offers group. The two financial
variables are profitability variables; thus it is necessary to investigate in detail whether the
difference implies the peculiarities of the characteristics of both groups. This should be the
one of the next works to address.

This paper also clarifies that the PBR of the premium group is significantly lower than
that of the discount group, implying that the stock market values the firms for which the

" It might be possible that regression analysis is likely to reflect, if anything, the results of the univariate mean differences
rather than median differences. The author tried to conduct another regressions using the same variables as described
above, the data of which are transformed to rank values (not shown in the paper). The results of the regression are
different from the one in section 6, and close to the one of median difference rather than mean difference of section 5.
Therefore, the finding of very few significant variables (PROFIT only) for the discount group does not mean that the
other variables have never significantly affected the bid premium.
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Table 7. Results of OLS simple regressions on bid premiums (premium offers)

Independent variables Intercept X Adj. Rr? F-stat. n
(p—val.)
EQTY coeff. 0.230 0.084 0.003 1.742 224
t-stat. 6.278 ek 1.374 (0.188)
p-val. 0.000 0.170
D/E 0.275 -0.004 -0.004 0.111 224
20.618 * 0,272 (0.739)
0.000 0.785
ROA 0.270 0.076 -0.003 0.169 224
15.809 0.499 (0.681)
0.000 0.618
ROE 0.275 0.082 0.016 4.844 " 224
20.747 3.507 #x (0.028)
0.000 0.005
PROFIT 0.272 0.034 -0.004 0.044 224
16.154 %+ 0.224 (0.833)
0.000 0.822
EBITDA 0.271 0.038 -0.004 0.069 224
13.469 *** 0.254 (0.792)
0.000 0.799
TURNOVR 0.300 -0.021 0.001 1.335 224
11,197 #*  -1.073 (0.249)
0.000 0.284
DSTRSS 0.277 -0.012 -0.003 0.278 224
19.391 **  —0.535 (0.597)
0.000 0.592
In MKTCAP 0.598 -0.019 0.014 4.335°" 224
3.355 **  —] 857 * (0.038)
0.000 0.064
In ASSET 0.487 -0.012 0.001 1.272 224
2.413 -1.070 (0.260)
0.016 0.285
PBR 0.311 -0.024 0.021 6.013" 224
15.514 %bx =2, 621 b (0.014)
0.000 0.009
TAGOWN 0.202 0.104 0.008 2.892 ¢ 224
4.127 #ek 1.555 (0.090)
0.000 0.121
TOEOWN 0.303 -0.167 0.030 8.046 * 224
16.077 ## —3.362 ik (0.004)
0.000 0.000

The dependent variable is the bid premium of the sample tender offers, defined as the final offer price divided by the stock price
of the target firm prior to the offer. The independent variables are as follows: EQTY represents equity ratio calculated as the
book value of equity of the previous accounting period of the offer divided by the book value of assets of the previous accounting
period of the offer; D/E represents debt-to—equity ratio calculated as the book value of short-term debts, long-term debts, and
bonds of the previous accounting period of the offer divided by the book value of equity minus cash and securities of the previous
accounting period of the offer; ROA represents the return on assets calculated as earnings before interest and tax of the previous
accounting period of the offer divided by the total assets of the previous accounting period of the offer; ROE represents return on
equity calculated as the net income of the previous accounting period of the offer divided by the book value of equity of the
previous accounting period of the offer; PROFIT represents the profit margin calculated as the earnings before interests and tax
of the previous accounting period of the offer divided by the total sales of the previous accounting period of the offer; EBITDA
represents the EBITDA margin calculated as the earnings before interest, tax, depreciation and amortization of the previous
accounting period of the offer divided by the total sales of the previous accounting period of the offer; TURNOVR represents the
total assets turnover calculated as the total sales of the previous accounting period of the offer divided by the total assets of the
previous accounting period of the offer; DSTRSS represents the distress periods defined as the number of the accounting period
with negative earnings before deducting extraordinary gains and losses and tax within the three periods prior to the offer;
MKTCAP represents the market capitalization of equity of target firm at the point of the day of the previous accounting period of
the offer; ASSET represents the book value of total assets of target firm of the previous accounting period of the offer; PBR
represents price—to—book ratio calculated as the stock price of target firm at the point of the day of the previous accounting
period of the offer divided by the book value of equity of target firm of the previous accounting period of the offer; TAGOWN
represents targeted ownership calculated as shares to reach set by bidder for the offer divided by the outstanding shares of target
firm at the time of the offer. TOEOWN represents toehold ownership calculated as shares owned by bidder at the time of the
offer divided by the outstanding shares of target firm at the time of the offer.
The regression equation is as follows:

PREM = a + BX+ ¢, where a is intercept and X is independent variables.
White’s heteroscedas consistent standard errors are employed in all regression models.
sk, 0k, % denote the significant level at the 1%, 5%, and 10% for independent variables, respectively.
The signs of a, b, and ¢ denote the significant level at the 1%, 5%, and 10% for F-statistics, respectively.
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Table 8. Results of OLS simple regressions on bid premiums (discount offers)

Independent variables Intercept X Adj. R? F-stat. n
(p—val.)
EQTY coeff.  —0.263 0.028 -0.010 0.074 90
t-stat.  —5.145 *k 0.280 (0.785)
p-val. 0.000 0.779
D/E -0.246 -0.003 0.001 1.102 90
-9.755 #x 1,005 (0.290)
0.000 0.317
ROA -0.261 0.479 0.017 2.577 90
~10.606 1.473 0.111)
0.000 0.144
ROE -0.250 0.003 -0.007 0.352 90
~10.086 ¥ 0.968 (0.554)
0.000 0.335
PROFIT -0.258 0.586 0.054 6.162"° 90
~10.936 #x 2.490 ** (0.014)
0.000 0.014
EBITDA -0.269 0.316 0.002 1.239 90
-9.318 % 0.861 (0.268)
0.000 0.391
TURNOVR -0.233 -0.015 -0.008 0.228 90
-4.893 #x 0,442 (0.633)
0.000 0.659
DSTRSS -0.223 -0.039 0.019 2.785 ¢ 90
-6.924 #% -] .854 * (0.098)
0.000 0.067
In MKTCAP -0.711 0.028 0.023 3.102 ¢ 90
-2.407 ** 1.544 (0.081)
0.018 0.126
In ASSET -0.883 0.038 0.047 5.414 > 90
~2.710 1.921 * (0.022)
0.008 0.057
PBR -0.234 -0.005 0.012 2.161 90
-8.964 #x 1,286 (0.145)
0.000 0.201
TAGOWN -0.138 -0.203 0.005 1.463 90
-1.390 -1.100 (0.229)
0.167 0.273
TOEOWN -0.258 0.053 -0.009 0.119 90
-9.384 #ix 0.354 (0.730)
0.000 0.723

The dependent variable is the bid premium of the sample tender offers, defined as the final offer price divided by the stock price of
the target firm prior to the offer. The independent variables are as follows: EQTY represents equity ratio calculated as the book
value of equity of the previous accounting period of the offer divided by the book value of assets of the previous accounting period
of the offer; D/E represents debt-to—equity ratio calculated as the book value of short-term debts, long—term debts, and bonds of
the previous accounting period of the offer divided by the book value of equity minus cash and securities of the previous
accounting period of the offer; ROA represents the return on assets calculated as earnings before interest and tax of the previous
accounting period of the offer divided by the total assets of the previous accounting period of the offer; ROE represents return on
equity calculated as the net income of the previous accounting period of the offer divided by the book value of equity of the
previous accounting period of the offer; PROFIT represents the profit margin calculated as the earnings before interests and tax of
the previous accounting period of the offer divided by the total sales of the previous accounting period of the offer; EBITDA
represents the EBITDA margin calculated as the earnings before interest, tax, depreciation and amortization of the previous
accounting period of the offer divided by the total sales of the previous accounting period of the offer; TURNOVR represents the
total assets turnover calculated as the total sales of the previous accounting period of the offer divided by the total assets of the
previous accounting period of the offer; DSTRSS represents the distress periods defined as the number of the accounting period
with negative earnings before deducting extraordinary gains and losses and tax within the three periods prior to the offer;
MKTCAP represents the market capitalization of equity of target firm at the point of the day of the previous accounting period of
the offer; ASSET represents the book value of total assets of target firm of the previous accounting period of the offer; PBR
represents price—to—book ratio calculated as the stock price of target firm at the point of the day of the previous accounting period
of the offer divided by the book value of equity of target firm of the previous accounting period of the offer; TAGOWN represents
targeted ownership calculated as shares to reach set by bidder for the offer divided by the outstanding shares of target firm at the
time of the offer. TOEOWN represents toehold ownership calculated as shares owned by bidder at the time of the offer divided by
the outstanding shares of target firm at the time of the offer.
The regression equation is as follows:

PREM = a + BX+ ¢, where a isintercept and X is independent variables.
White’s heteroscedasticity—consistent standard errors are employed in all regression models.
soick, sk, % denote the significant level at the 1%, 5%, and 10% level, respectively.
The signs of a, b, and ¢ denote the significant level at the 1%, 5%, and 10% for F-statistics, respectively.
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Table 9. Results of OLS multiple regressions on bid premiums

premium offers discount offers
Independent
variables (1) (2) (3) (4) (5) (6) (7
Intercept coeff.  0.482 0.481 0.192 0.225 -0.630 -0.643 -0.796
tostat.  2.759 #2789 kkx 3940 wek 4,320 ek -1.625 -1.753 * —2.340 **
p-val.  0.006 0.005 0.000 0.000 0.107 0.083 0.021
EQTY 0.019
0.298
0.765
D/E
ROA
ROE 0.068 0.076 0.067 0.057
0.034 #* 2.755 ®k(.023 e 1,783 *
0.045 0.000 0.004 0.070
PROFIT 0.537 0.553 0.511
1.964 * 2.352 ** 2.114 **
0.052 0.021 0.037
EBITDA
TURNOVR -0.018
-0.874
0.383
DSTRSS -0.003
-0.140
0.888
In MKTCAP -0.016 -0.017
-1.397 -1.629
0.163 0.104
In ASSET 0.030 0.031 0.032
1.451 1.539 1.572
0.150 0.127 0.119
PBR -0.008 -0.016
-0.959 ~1.759 *
0.338 0.079
TAGOWN 0.166 0.174 0.175 0.160 -0.230 -0.237
2.219 2.368 ** 2.402 ** 2.205 ** -1.350 -1.338
0.027 0.018 0.017 0.028 0.180 0.184
TOEOWN -0.193 -0.202 -0.225 -0.215
—3.541 #3744 ek —4,019 #x —3.850 ik
0.000 0.000 0.000 0.000
Adj. R? 0.081 0.084 0.073 0.080 0.087 0.098 0.086
F-stat. 3.844 6.134 6.898 5.892 3.135 4.225 5.191
p-val. 0.000 0.000 0.000 0.000 0.018 0.007 0.007
n 224 224 224 224 90 90 90

The dependent variable is the bid premium of the sample tender offers, defined as the final offer price divided by the stock price of the target firm prior
to the offer. The independent variables are as follows: EQTY represents equity ratio calculated as the book value of equity of the previous accounting
period of the offer divided by the book value of assets of the previous accounting period of the offer; D/E represents debt-to-equity ratio calculated as
the book value of short-term debts, long-term debts, and bonds of the previous accounting period of the offer divided by the book value of equity minus
cash and securities of the previous accounting period of the offer; ROA represents the return on assets calculated as earnings before interest and tax of
the previous accounting period of the offer d >d by the total assets of the previous accounting period of the offer; ROE represents return on equity
calculated as the net income of the previous accounting period of the offer divided by the book value of equity of the previous accounting period of the
offer; PROFIT represents the profit margin calculated as the earnings before interests and tax of the previous accounting period of the offer divided by
the total sales of the previous accounting period of the offer; EBITDA represents the EBITDA margin calculated as the earnings before interest, tax,
depreciation and amortization of the previous accounting period of the offer divided by the total sales of the previous accounting period of the offer;
TURNOVR represents the total assets turnover calculated as the total sales of the previous accounting period of the offer divided by the total assets of
the previous accounting period of the offer; DSTRSS represents the distress periods defined as the number of the accounting period with negative
earnings before deducting extraordinary gains and losses and tax within the three periods prior to the offer; MKTCAP represents the market
capitalization of equity of target firm at the point of the day of the previous accounting period of the offer; ASSET represents the book value of total
assets of target firm of the previous accounting period of the offer; PBR represents price~to-book ratio calculated as the stock price of target firm at the
point of the day of the previous accounting period of the offer divided by the book value of equity of target firm of the previous accounting period of the
offer; TAGOWN represents targeted ownership calculated as shares to reach set by bidder for the offer divided by the outstanding shares of target firm
at the time of the offer. TOEOWN represents toehold ownership calculated as shares owned by bidder at the time of the offer divided by the outstanding
shares of target firm at the time of the offer.

White’s heteroscedasticity-consistent standard errors are employed in all regression models.
sk, ok, k denote the significant level at the 1%, 5%, and 10% level, respectively.
The signs of a, b, and ¢ denote the significant level at the 1%, 5%, and 10% for F-statistics, respectively.
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acquirers value discountedly higher and vice-versa. It would be interesting to clarify whether
this is brought about by the stock market misvaluation or by acquirer efficiency. This is

another work to be resolved with more precision in the future.
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