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ABSTRACT

This study examines the long term and short term effects that the
announcements made in 2012-2019 concerning the stock acquisitions of 9 target firms
publicly traded on Borsa Istanbul (previously, the Istanbul Stock Exchange) operating
in the banking, manufacturing, food, and beverage sectors had on the target firms’ stock

prices.

Firstly, the theoretical framework of the study was formed by defining the
fundamental terms of M&As and explaining the various types of M&A structures along
with the advantages and disadvantages of each. Within the framework of theoretical
reviews, the study also elaborates on the prime factors companies take into
consideration when making M&A decisions, including synergy, economies of scale,

financial and tax advantages, diversification, and globalization.

Furthermore, the analysis section utilizes the event study method and employs
the Capital Asset Pricing Model to test the effects the stock acquisition announcements
have on the stock prices of the target companies. In addition to the sample review as a
whole, a sectoral comparison is made in terms of the effects the share acquisitions of
the target companies have on their stock prices, given the diversity in each company’s

field of activity.

Consequently, it was observed that in the long term, Finansbank’s stock
experienced extra negative abnormal returns after the acquisition. Accordingly, in the
long run, the riskiness of the stocks of Finansbank, Garanti, Dogtas, Hiirriyet, and
Ulusoy after the acquisition decreased. On the other hand, it was observed that in the
short term, the stocks of Tukas, Finansbank, and Denizbank experienced extra
abnormal negative returns after the acquisition, whereas the riskiness of the stocks in
Banvit, Tukas, and Finansbank decreased after the acquisition in the short term. As for

a sectoral comparison, although there are limited similarities in the findings regarding



the banking and food and beverage sectors, it may be concluded that there generally
may be a decrease in the riskiness of stocks in the banking sector in the long term and
in the food and beverage sector in the short term. In terms of the manufacturing sector,

the findings revealed that the riskiness of the stocks of the target companies decreased
in the long term.

Key Words: Merger, acquisition, stock price, target company, CAPM, event study



OZET

Bu c¢alismada, bankacilik, imalat ve yeme-igme sektorlerinde faaliyet gosteren
ve Borsa Istanbul’da (6nceki ismiyle, Istanbul Menkul Kiymetler Borsasi) paylart
islem goren 9 adet hedef firmanin hisselerinin 2012-2019 yillar1 arasinda
devralinmalarina iliskin duyurularin bu hedef firmalarin hisse degerleri iizerinde kisa

ve uzun donemlerde yarattig1 etkisi incelenmistir.

[k olarak, calismanin teorik gergevesini ¢izebilmek amaciyla, sirket birlesme
ve devralmalarina iligkin temel tanimlamalar yapilmistir ve birlesmelerin ve
devralmalarin yapisal yontemleri avantaj ve dezavantajlariyla birlikte aciklanmistir.
Sirketlerin birlesme ve devralma kararlarina temel teskil eden sinerji, Olcek
ekonomilerinden yararlanma, mali ve vergi avantajlar, ¢esitlilik ve kiiresellesme gibi

one cikan sebeplerin detaylari teorik agiklamalar ¢ergevesinde yapilmistir.

Ayrica, analiz kisminda olay etiidii yontemi benimsenmis olup, hisse devralma
duyurularinin ¢alismaya konu hedef firmalarin hisse degerlerine etkisi Finansal Varlik
Fiyatlama Modeli kullanilarak test edilmistir. Biitiin olarak 6rneklem incelemesine ek
olarak, bu ¢alismaya konu hedef sirketlerin faaliyet alanlarinin farkli olmasi sebebiyle,
hisse devralmalarinin hisse degerlerine etkisi acisindan sektorel bir karsilastirma

yapilmistir.

Sonug olarak, Finansbank hissesinin devralma sonrasinda uzun vadede ekstra
negatif anormal getiri sagladigi tespit edilmistir. Benzer sekilde, Finansbank, Garanti,
Dogtas, Hiirriyet ve Ulusoy hisselerinin riskinin devralma sonrasinda uzun vadede
azalmistir. Diger taraftan, Tukas, Finansbank ve Denizbank hisselerinin devralma
sonrasinda kisa vadede ekstra negatif anormal getiri sagladig tespit edilmistir. Bunun
yan sira, Banvit, Tukas ve Finansbank hisselerinin riski devralma sonrasinda kisa
vadede azalmistir. Sektorel karsilastirma acisindan, bankacilik ve yeme-igme

sektorlerine iliskin bulgularda sinirl bir benzerlik tespit edilmekle birlikte, genel olarak

Xi



bankacilik sektoriinde uzun vadede ve yeme-igme sektoriinde kisa vadede hisselerin
riskinde bir azalma olabilecegi sonucuna varilabilir. Imalat sektoriindeki bulgular uzun

vadede hedef sirketlerin hisselerinin riskinin azaldigini ortaya koymaktadir.

Anahtar Kelimeler: Birlesme, devralma, hisse degeri, hedef sirket, FVFM, olay etiidii

xii



INTRODUCTION

Almost every country across the globe has found their national markets to lack
sufficient resources for sustainable production. Accordingly, international markets
have begun taking the place of national markets due to the rapid increase in
globalization in today’s economic conditions. Globalization’s robust impact on
national markets stems from the dramatic increase in international capital movements.
In parallel with globalization, many types of international capital movement
instruments, such as the international movement of foreign direct investments,
portfolio investments, international bank loans, and financial derivative products, have
significantly increased in recent years and continue to grow. Companies put
considerable effort in keeping up with these hasty developments in an effort to maintain
their existence and to achieve their ultimate goal — positively maximizing their market

value.

Globalization leads to the development of internationally established codes of
conduct in areas such as trade and finance. The most important of these rules are the
new competition laws. Several reasons have led to competition becoming an issue of a
global dimension, such as the establishment of free trade zones between countries,
customs union and economic union agreements, new economic, social, and political
environments emerging from theoretical and institutional structures, increased research
and development activities, the development of technological innovations, as well as
the shortening of the technology transfer processes. Increasing global competition
makes it difficult for companies to survive in the market and encourages them to adapt

their production and management methods in line with the new market conditions.

While companies exert great effort to continue their existence in such a
competitive environment, they simultaneously attempt to develop their growth. This
growth can be divided into two categories in finance: internal growth and external



growth. Internal growth can be described as growth in its internal opportunities and
funds. In particular, small firms value internal growth more than large firms. High
returns are expected from internal growth and internal growth is viewed as a better
method in terms of company culture and practices. However, the most significant
disadvantage of internal growth is that it is a slow process requiring a significant
amount of time and calls for outside help (Weston and Weaver, 2002). External growth
refers to business growth occurring through the purchase of all or part of another
business or its assets. The importance of this growth model has increased considerably
since the beginning of the 20" century with the development of new economic
structures, market growth, changes in production technology, and the introduction of

new production and marketing methods.

The goal when entering into an M&A deal is to have a higher value at the end
of the transaction than the total market value of the individual companies prior to the
M&A. M&As may also increase the company productivity by reducing average costs.
Other motiving factors such as providing cost advantages, entering new product
markets and geographical markets, and increasing borrowing capacity are among the
rational reasons that draw the market towards participating in M&As. While economic
reasons are usually at the forefront of the M&As, sometimes psychological factors such

as management hubris may give rise to M&A deals.

In the second half of the 1970s, stock returns based on M&A disclosures
became a common literature research topic in countries where M&As prevailed and
capital markets were productive, as was the case in the USA and the UK. The literature
in this area indicates that stock was usually modified above market value around the
M&A announcement day, but it was established primarily in the stock returns of the

target firms.



There has been a notable increase in the number of M&As in Turkey since the
early 1990s. The Turkish economy has become more open to foreign direct investments
and stock market development and legislative and technical developments in the equity
markets after 1980 have also played an important role in increasing M&A activity in
Turkey. After the 1990s, factors such as increased privatization, the strengthened
relationship with the European Union, and high foreign capital participation in sectors
such as financial services and manufacturing highly influenced the rise in the volume
of M&A transactions. The Turkish Government plans to invest more in Turkish M&A
transactions in an effort to boost economic development and sustainability in the long-
term. According to the 11" Development Plan issued by the Presidency of Strategy and
Budget of the Republic of Turkey for the years 2019 — 2023, M&As will be credited
and a new support program that covers twinning, qualified employment, and
consultancy supports will be created for company mergers. Despite these
improvements and the increase in M&A activity particularly in 2005, Turkish literature
remains limited regarding the effect M&As have on the stock prices of publicly traded

target companies in Turkey.

Within the scope of this study, M&As, which are a form of external growth, are
examined and the short and long term effects these acquisitions have on the stock prices

of the target companies are analyzed. The study consists of five parts.

In the first part of this study, conceptual information about M&As as an external
growth strategy is provided. This section explains that mergers and acquisitions are two
concepts used interchangeably, but there are key differences in some of the basic
characteristics of these transactions. This section also elaborates on the structural forms
and the pros and cons of the M&As. Furthermore, this section delves into what
motivates companies to enter into M&A transactions and provides supportive literature

reviews for each motivation.



The second section focuses on the literature review on the CAPM model, the
event study method, and the impact M&As have on the stock prices of target firms and

provides several empirical studies conducted both abroad and in Turkey.

The third section covers the features of the methodology and financial model
used for this study. In this regard, the event study methodology and the CAPM model
are described and the formulas and steps to follow are outlined in light of brief history.
The short-term and long-term event windows subject to this study are also defined
under this section.

The fourth section concentrates on the details of the data used in this study.
Historical data was collected from the databases of Investing.com and Wall Street
Journal, and an analysis was made for 9 Turkish target companies that are publicly
traded on Borsa Istanbul operating in the banking, manufacturing, and food and
beverage sectors. Similar to the previous studies in the literature, the sample was

defined through a series of criteria.

The fifth and final section is the research analysis section that presents the

results together with tables supporting the findings.



SECTION ONE

GENERAL OVERVIEW OF M&As

1.1. KEY DEFINITIONS

“Mergers” and ‘“‘acquisitionS” are two widely used methods for corporate
restructuring. While these methods are often used interchangeably, there are certain
differences between them (Singh, 1971).

A merger is a combination of two or more firms in which the acquiring
company (bidder) assumes the assets and liabilities of the target firm(s). While the
acquiring company may be a completely different organization, it maintains its original
identity and the target firms dissolve without liquidation (Scott, 2003; Sherman and
Hart, 2006). Another term commonly used to refer to various forms of transactions is
a takeover. This term is quite vague and often only refers to hostile transactions,
friendly and unfriendly mergers (Gaughan, 2010).

An acquisition can be defined as the purchase of another company’s assets (a
segment or a product line) or stocks in a way that usually gives the bidder the right of
control over the target company while the target company and the acquiring company
continue their legal personalities separately (Danbolt, 1996). This may also include a

full purchase of the target entity.

1.2. MERGERS

A merger occurs when two or more firms become one company by
incorporation, both legally and practically. The merger is one method of integration, as
it usually leads to full convergence of the goals, strategies, and operating systems of

two organizations through combination.



Statutory mergers, subsidiary mergers, and consolidation mergers are three
forms of merger integration. In a statutory merger, the acquirer buys all of the assets
and liabilities of the target and the target no longer exists. Generally, this sort of
integration occurs when the target company is smaller than the acquiring company.
During a subsidiary merger, the target company is a subsidiary of the acquirer
company. In a subsidiary merger, the target company becomes a subsidiary of the
acquiring company. This integration usually happens when a renowned brand is
included in the target business. The target and acquiring firms no longer exist in a
consolidation merger and instead these entities form a new firm. This is generally the

case when the acquirer and the target company are similar in size.
1.2.1. Structural Forms of Mergers

In terms of value chain and field of activity, mergers are classified as horizontal,
vertical, and conglomerate transactions. The main features of each form are listed in
Table 1.1. below.

Table 1.1. Structural Forms of Mergers

Type Main Characteristic

Horizontal Firms are in the same line of business,

generally competitors.

Vertical Firms are in the same line of production

(e.g., supplier-customer).

Conglomerate Firms are in unrelated lines of business.

1.2.1.1. Horizontal Mergers

Horizontal mergers take place when a company merges with its competitor(s)

to achieve the strategic advantages of a business with a wider scale and scope. The



merger of firms operating in the same or similar sectors in terms of activity generally

increases concentration.

Some of the benefits of horizontal mergers include ensuring the effective use
of resources and specialization in management, cost savings, advantages for the supply
chain, cooperation in the production of equipment and technology, and competitive

advantages.

Horizontal mergers may cause additional costs and drawbacks such as the
integration of a diverse corporate structure and culture, competition related concerns

due to narrowing the market, and reduced flexibility in a larger entity.
1.2.1.2. Vertical Mergers

Vertical integration occurs when a producer merges with suppliers or
distributors who operate in the same sector. Manufacturers generally execute
agreements with several raw materials or product suppliers and with a seller to market
the finished products. Vertical integration is primarily aimed at reducing the risks faced
by manufacturers and retailers (Roberts, Wallace and Moles, 2010). In vertical
mergers, the acquirer strives to decrease transaction cost and leverage economies of
scale (Chunlai and Findlay, 2003).

Vertical mergers take place in two ways: forward integration and backward
integration. Forward integration involves increasing the supply chain of products in the
latter levels of production in a way that allows the company to acquire its customer or
distributor. If the company acquires its supplier, this is referred to as backward
integration, which decreases the supply chain of products in the earlier levels of

production.



A cost reduction in the manufacturing cycles resulting from integrated phases
and reduced raw material prices by profiting from economies of scale are some of the
main benefits of vertical mergers. On the other hand, vertical mergers may bear certain
risks such as the elimination of profit generated by the target company for the acquiring

company and the need to manage a new business line and business operations.
1.2.1.3.Conglomerate Mergers

Conglomerate mergers are not nearly as common as horizontal and vertical
mergers. In conglomerate mergers, the acquiring companies seek to pursue

opportunities in various industries unrelated to their core operations (Felton, 1971).

Conglomerate mergers can be divided into two groups: pure conglomerate
mergers and concentric conglomerate mergers. Pure conglomerate mergers occur when
firms acquire other firms engaged in the manufacture of functionally unrelated goods,
meaning that there is no overlap in raw materials, manufacturing methods, or
distribution networks (Felton, 1971). Concentric conglomerate mergers take place
between companies whose products are related in terms of the products’ raw material
origins, product creation, manufacturing technology, or marketing networks (Spivack,
1970).

While conglomerate mergers may positively affect the acquiring company in
terms of enlarging customer networks and diversifying business risk, they also pose
disadvantages such as difficulties with managing and marketing products in new
sectors and resource shortages of the acquiring companies.

1.3.  ACQUISITIONS

Acquisition is the most well-known concept and involves one company

purchasing a portion of another. An acquisition happens when an acquiring firm gains



the right to control a target company by purchasing the assets or products of the target
company. “The acquiring and acquired companies remain two independent companies
from a legal point of view even after the acquisition, although the acquiring company

has control over the acquired company” (Jang et al., 2004, p. 7).

1.3.1. Types of Acquisitions

In previous studies, acquisitions have been categorized as horizontal, vertical,
and conglomerate subject to the field of activity of the companies involved in the

acquisitions.

In addition to this, acquisitions are also classified into two groups based on the
subject matter of the acquisition: asset acquisitions and stock acquisitions. In some
cases, the inevitable result of stock acquisitions may be asset acquisitions given the

liability regime of stock acquisitions as explained below.

1.3.1.1.Asset Acquisitions

A buyer acquires the assets (e.g., equipment, licenses, customer lists, and
inventory) and liabilities of the target company in a conventional purchase, as set out
in an asset purchase agreement, and the buyer and seller maintain their separate legal
existence upon completion of the transaction. The process for acquiring assets can be

seen in Figure 1.1. below.

Figure 1.1. The Process for Acquiring Assets

Buyer
Cash or other A
consideration and Assets
assumption of
liabilities
Sel|er1 .| Stockholders of

Cash or other consideration Sellers

Source: Utzschneider and Blanchet (2016).



Asset acquisitions may require approval from third parties since many contracts
contain anti-assignment provisions that restrict the seller’s right to transfer the contracts
to a purchaser. One benefit for the buyer in an asset acquisition is that buyers are usually
able to determine which liabilities linked to the target’s assets should be assumed, if
any, rather than being expected to assume all of the liabilities as is the case in a stock
purchase (Klamrzynski and Grieb, 2015).

There are several advantages and disadvantages to asset acquisitions, as set out
in Table 1.2. below.

Table 1.2. The Pros and Cons of Asset Acquisitions

Pros

Cons

Only the risks associated with the
relevant asset purchased rather than
all of the risks related to the target
company are assumed.

The process to transfer ownership of
the asset is rather simple.

Goodwill, which is the amount paid
for a company exceeding the value of
its tangible assets, can be amortized

right away.

The new owner may need to
renegotiate and/or renovate contracts
for the assets, particularly with
customers and retailers.

The assignment of contract rights for
the assets may be limited.

There may be a need to retitle the
assets which may result in additional

costs.

1.3.1.2. Stock Acquisitions

In a stock acquisition, the seller acquires the shares of a target company directly
from the selling stockholders. The document evidencing the acquisition transaction is

generally referred to as a stock purchase agreement. As a result of this acquisition, a

10



buyer acquires the assets and liabilities of a company partially or completely depending

on the structure of the deal.

Although the target company retains its legal nature, it is a direct or indirect
subsidiary of the buyer upon the consummation of the transaction. Share acquisitions
are a traditional way of purchasing all or part of a company’s stock or a subsidiary of
a company that performs its business by one or more independent subsidiaries. The

process for acquiring stocks can be seen in Figure 1.2. below.

Figure 1.2. The Process for Acquiring Stocks

Before: After:
Cash or other Former

consideration stockholders

Stockholders of Target
Buyer < of Target Buyer (now hold the

Stocks purchase
consideration)

Target Target

Source: Utzschneider and Blanchet (2016).

In comparison with asset acquisitions, while stock acquisition transactions may
require less third party consent to transfer contacts that the target companies have
entered into, stock purchases may trigger change in control clauses in the target
company’s current contracts, meaning that it may be appropriate to seek approval from
counterparties prior to closing. Furthermore, in most jurisdictions, the consummation
of stock purchase transactions is subject to certain regulatory approvals from different
governmental authorities having scrutiny in the regulated sectors such as banking,

competition, and insurance.

11



As indicated in Table 1.3. below, stock acquisitions may have certain
advantages and disadvantages.

Table 1.3. The Pros and Cons of Stock Acquisitions

Pros

Cons

As the economy and business
operations grow, the corporate
earnings will increase.

Net operating losses of the target
company from previous years can be
utilized as an immediate tax gain.
The parts are, in some cases, more
important than the whole. In a

company, individual assets may be

e The stock acquisition process may be

complex due to the applicable
legislation in the relevant jurisdiction.
Certain shareholders may not agree to
sell their stocks, which may drag the
process out and raise the acquisition
costs.

Goodwill is not tax-deductible if there

IS a share price premium.

sold to make a profit.

1.4.  MOTIVATIONS FOR M&A TRANSACTIONS

There are various legitimate reasons for companies to participate in M&A
transactions, such as synergy, diversification, and tax advantages. No matter how
complicated the reasons for a company to enter into M&A transactions are, the key
purpose behind each transaction is to increase the company’s net value and improve

productivity.

For several years, the reasons to participate in M&A activities have been
thoroughly debated (Piesse et al., 2006; Brealey et al., 2012). No single explanation
suffices to cover all M&As and it is vital to establish certain bases to understand the
rationale behind these transactions. Among these reasons, the following are the most

common in both theory and in practice.

12



1.4.1. Synergy

Synergy is the combined value and performance of two items or factors together
that is greater than the sum of the value and performance they can create separately and
independently. In other words, compared to the sum of the expected free cash flows
generated by two or more companies individually and independently, on the
assumption that the other conditions remain the same, synergy occurs if more free cash

flow is obtained as a result of the merger or acquisition of these companies.

Empirical evidence suggests that synergy is the main objective of acquisitions
(Bruce and Christopher, 2000; Goergen and Renneboog, 2004). The impact of synergy
can be measured with the following formula:

V(xy) >V(x) +V(y) @)

Where V(xy) is the value of the combined companies and V(x) and V(y)
represent the stand-alone value of company x and vy, it follows that the synergy effect
is the difference between the merged companies’ value and the stand-alone value of

the companies:

S=Vxy)— V) +V(©)) 2)

Synergy consists of three main aspects for M&A transactions: operational

synergy, financial synergy, and managerial synergy.

Operational synergy is based on efficiency and stems from economies of scale
and economies of scope. Operational synergy can be achieved by increasing sales,
decreasing costs, and using resources efficiently. Economies of scope suggest that the
production of two or more goods in the same place is an incentive for companies to

enter M&A transaction and promotes the creation and delivery of new products and
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services through product growth, automated manufacturing processes, and distribution
networks (Yilmaz, 2010).

It is believed that financial synergy is derived from reducing capital costs and
M&As can help reduce capital costs in several ways. Firstly, companies that greatly
expand their size after an M&A would have more cash in place and thus have a greater
potential for leverage (Lewellen, 1971). Furthermore, the company reduces the
unsystematic risk by diversifying its operations. Lastly, establishing an internal capital
market can reduce the cost of capital and may be more effective at allocating resources.

The idea of managerial synergy is based on the assumption that different firms
have different levels of productivity, considering their management capacity. If the
management of one firm performs below the capacity of another firm, a more effective
management team can purchase that firm and replace the incompetent management.
Jarrell et al. (1988), and Martin and McConnell (1991) sorted out that abnormal stock

returns were achieved following an acquisition where the management was replaced.

1.4.2. Economies of Scale

Economies of scale refer to rising costs due to the vast number of units produced
and it exists when there are operational efficiencies that make the firm more
competitive, thus bringing down the expense of each unit. Given that operations require
specific fixed costs, the cost factor per unit eliminates these costs when a firm produces
more units. Economies of size enable companies to cut costs by expanding the scale of

their production volume.

There are limitations for any production facility and these limitations can be
eliminated through M&As. The same applies to fixed costs, which can be minimized
even further in the event of an M&A (DePamphilis, 2019). M&As can produce

economies of less bureaucracy and the expense of running larger units
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can outweigh more than the productivity gained from economies of scale (Williamson
, 1988). Horizontal mergers boost the size of the business, resulting in lower operating
costs. If the overall costs decline as the firm’s size rises, cost savings are greater for
smaller companies than for bigger firms. Horizontal mergers may also result in cost
savings by reorganizing production or by removing duplications through merging
separate manufacturing and distribution networks (Pesendorfer, 1998). As for vertical
mergers, the removal of manufacturing steps results in cost cuts. Vertical mergers may
result in a higher output, shorter lead times, improved quality control, decreased

inventory costs, and streamlined production runs (Riordan and Salop, 1995).

1.4.3. Market Power

Market power is a company’s ability to increase the selling price of a product
or service under reasonable and competitive terms. Companies can generate sustainable
value when they can gain market power through M&As. For example, horizontal
M&As may reduce the strength of competition in an industry, thereby increasing the
acquirers’ overall profitability (Porter, 2008). Vertical M&As can also create market
power through the acquisition of distribution channels, service centers, or a supplier
producing raw materials in the value chain. In this respect, the acquirer may exclude
certain rival firms using the same raw materials, channels, or services from the market.
As such, vertical M&As enable companies to improve their control over value chain

activities and build economic value, strengthening their market power.

1.4.4. Rapid Growth

M&A deals are primarily driven by a desire for growth. There are two growth
paths, known as organic growth (internal growth) and external growth (M&A). Organic
growth is achieved by rising production and domestically improving revenue. Given
that organic growth is a costly and risky investment, organic growth may slow down

the production pace. If organic growth does not materialize or other organic growth
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opportunities do not exist, then M&A transactions prove to be the only way to generate
growth (Steger and Kummer, 2007). Besides, M&As may offer a unique opportunity
in some industries where there are heavy entry requirements that may cause negative

effects for new investments (Yilmaz, 2010).

1.4.5. Diversification

The studies on diversification in literature (Graham et al., 2002; Campa and
Kedia, 2002) have repeatedly challenged the efficiency of diversification in M&A

transactions.

The core principle of diversification is based on the modern portfolio theory
proposed by Harry Markowitz (1952). This theory supports the idea that one motive
for participating in an M&A is diversification (Motis, 2007). It is difficult to obtain a
perfect investment that produces high returns with low losses, but the theory advocates
that a perfect investment can be accomplished by constructing an ideal portfolio with
many uncorrelated instruments. Such a portfolio may reduce the risk of diversification

and build an optimized investment plan.

On the other hand, some studies in the literature found that diversification
causes an undesirable effect on the value and characteristics of companies in M&As.
Brock et al. (2006) stated that the diversifying companies must continuously tackle the
inefficiencies of reaching distant territories, new legal structures, and foreign cultures
in cross-border M&As. Furthermore, Lang and Stulz (1994), and Berger and Ofek
(1995) tested the impact of diversification and found a certain percentage of loss in the

value of companies that were diversified through an M&A transaction.
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1.4.6. Hubris Hypothesis

Hubris is the trait of over-confidence or over-optimism, which causes a person
to feel that he or she can do no wrong. Managerial hubris is the belief of arrogant
managers in acquiring firms that believe they can handle a target firm’s assets more
effectively than the existing management of the target firm. The hubris hypothesis was
first proposed by Richard Roll (1986) to expound the effect of management’s
overconfidence in an M&A transaction and Roll noted that the decision-makers of the
acquirers pay too much for their targets on average. Malmendier and Tate (2008)
claimed that overconfident CEOs resulted in overpayment and decreased efficiency in
the M&A deals. Aktas et al. (2005) concluded that logical CEOs are more aggressive
in the M&A process from deal to deal and they concede to the target shareholders
through fractions of expected synergies to contribute to the success of the M&A deal.
This learning process will allow CEOs infected with hubris to gradually correct

overconfidence if they survive at the end.

1.4.7. Financial Reasons

Acquiring companies may have excessive free-cash-flow from their business
activities, and therefore, may be more eager to invest in the target firms with this cash
savings to boost their capacity of production and services as well as to generate
operational and financial synergy. The companies may also be willing to enter into an
M&A process since most M&A transactions result in a decrease in the cost of capital
given that the debt capacity of the companies increases and it would be easier for these
companies, especially small and medium-sized enterprises, to have access to

appropriate and affordable finance.
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1.4.8. Tax Advantages

Tax gains can be encouraging and favorable in some acquisitions. If the
acquiring company is in the position to pay corporate tax, the losses of the target
company may be subject to a deduction in the calculation of the corporate tax base that
occurred in the post-merger period depending on certain conditions. Since there may
be an increase in the borrowing ability of the companies involved in the M&A at the
end of this process, the tax savings applicable to those companies may increase
depending on the volume of the financing costs.

There is a strong relationship between tax benefits and abnormal returns
obtained after the M&A. Hayn (1989) presented proof that the target firms’ tax
attributes are important in explaining the abnormal returns obtained by target

shareholders as well as acquiring firms after acquisition announcements.

1.4.9. Unlocking Hidden Value

The acquisition of firms with the motivation of unlocking hidden value may
reduce the operational and financial costs of these firms and such acquisitions are
mostly made in areas where the acquiring company believes it will spend most of its
funds and resources to develop products or services that the target company develops
and where the target company is underperforming. When a company is struggling for
a long time due to its operational, managerial, or financial conditions, a buyer may
think that this company can be acquired at a lower purchase price and that improving
management, providing resources, or improving the organizational structure can

eliminate the reasons underlying the poor and inefficient performance of the targets.
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1.4.10. Globalization

Economically speaking, globalization is expressed primarily in the rising
importance of information, the rise in the number of cross-border M&As, the
concentration of foreign direct investments, the increasing importance of multinational
companies, and the diminishing independence of smaller countries and the growing

dependence of economies on foreign trade (Sedlacek and Valouch, 2015).

One of the most influential aspects of globalization is the development of new
investment opportunities for large multinational companies in developing countries due
to massive privatization, deregulation initiatives, increased local demand (Norback and
Persson, 2008), a cheap labor force, and vast production and distribution capability.
Martynova and Renneboog (2005) noted that the increasing globalization of goods,
services, and capital markets in the 1990s resulted in a large proportion of cross-border
M&A:S.

1.4.11. Intellectual Property and Know-How

The parties in an M&A transaction may possess different technical abilities,
corporate culture, intellectual property (copyrights, trademarks, patents etc.), and
know-how. Particularly, manufacturing, banks, and fintech companies have well-
known and intellectual technology properties, which are protected by certain pieces of
legislation relating to intellectual property in different jurisdictions. M&As can
integrate these attributes under the corporate structure of the acquiring company or
foster the development of these attributes in the target company. The intellectual
property rights obtained through an M&A transaction may ultimately help the
acquiring company achieve a strong market position, or in an extreme scenario, may

dominate the market.
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SECTION TWO
LITERATURE REVIEW

There is a wide range of literature assessing how the pre- and post-
announcement period affects the stock prices of target companies and that measures

the success of the M&As accordingly.

The subject matter of the majority of M&A studies focuses on evaluating
whether the stock prices of companies entering into the M&A transaction create or lose
value and whether shareholders of both the acquiring and target companies are making
a profit out of the transaction. In these studies, abnormal returns received by the M&A
parties are observed and whether these abnormal returns are achieved through M&As

is tested.

2.1. THE CAPM MODEL

The CAPM model tests the relationship between the risk and expected return
of an investment. The CAPM methodology is commonly used in applications such as
calculating the cost of capital for businesses and assessing the efficiency of investments

under management, such as M&A transactions.

The CAPM model builds on the concept of portfolio preference established by
Markowitz (1952). Under this model, an investor selects a portfolio at timet—1 and a
stochastic return at time t is created by the portfolio. The fundamental assumptions of

this model are as follows:

e Investors are risk-averse.
e Investors only worry about the mean and variation of their one-period

returns on investment when deciding between portfolios.
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Sharpe (1964) and Lintner (1965) introduce two main assumptions to the
Markowitz model to determine a portfolio that must be efficient in mean-variance.
“First, we assume a common pure rate of interest, with all investors able to borrow or
lend funds on equal terms. Second, we assume homogeneity of investor expectations:
investors are assumed to agree on the prospects of various investments — the expected
values, standard deviations and correlation coefficients (previous) described” (Sharpe,
1964, pp. 433-434).

Other important assumptions in the CAPM model are as follows:

e All markets are perfectly competitive.
e All markets are frictionless.

e  There are perfect market conditions.

Miller and Scholes (1972), Black (1972), and Fama and MacBeth (1973)
showed a strong relationship between the effects of the beta and asset return.
Nonetheless, the returns on higher beta stocks are systematically lower than expected
by the CAPM, whereas those on lower beta stocks are systematically higher.

The analysis conducted by Pettengill, Sundaram and Mathur (1995) focused on
the return-to-beta relationship predicted by the Sharpe-Lintner-Black model, which
uses expected return rather than actual return. It is presumed that there is always a
positive relationship between predicted return and beta, but if the test conducted return
an excess return on the market, it is a conditional relationship. The findings show that
the beta calculations portray the continuous systemic risk for both time and sub-period.
In addition to this, the positive trade-off between beta and the return relationship is
consistent with the later theory. They concluded that beta would continue to be used as

a test of market risk.
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Elsas, EI-Shaer and Theissen (2003) found a positive and statistically
significant relationship between beta and return by analyzing a sample from the
German market during the period from 1960 to 1995. They also concluded that the
empirical findings justify portfolio managers using betas derived from historical return
data.

Fama and French (2004) presented portfolio prospects and pictured the CAPM
model (Figure 2.1.). “In short, portfolios that combine risk-free lending or borrowing
with some risky portfolio g plot along a straight line from Rf through g” (Fama and
French, 2004, p. 27).

Figure 2.1. The CAPM Model
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Source: Fama and French (2004).

Campa and Hernando (2004) analyzed the value created by the announcement
of 262 M&A transactions involving companies from the European Union during the
period from 1998 to 2000 and used the CAPM model relative to the domestic stock

market of each company to determine the expected shareholder return.
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Papadatos (2011) investigated the wealth impact on Greek acquiring companies
of M&A announcements and used the CAPM model to determine the derivation of beta

estimates.

Liang (2013) explored the effect of M&A announcements made by companies
listed on the Hong Kong Stock Exchange, acquiring Hong Kong domestic firms and
cross-border firms in Hong Kong during the period from 2007 — 2012 by using the
CAPM model to test whether or not the firms would generate an abnormal return.

2.2. THEEVENT STUDY METHOD

It is a commonly believed that people tend to overreact to knowledge. Since
knowledge delivery is a usual occurrence, deciding which strategy to use when relaying

new knowledge is of significant importance.

Academic research methods that calculate the output of M&As are divided into
four groups. The first category is classified as an analysis of the case. Event research
analyzes the effect the M&A has on the share price of the deal announcement as per
the pre-announcement date and post-announcement date. The second method analyzes
the performance of the M&A through financial statements that observe the long-term
effects of the deal. The third approach uses one case or small samples to examine the
impact of announcing the deal in detail. The final approach is to analyze the results of
M&A deals through employing a questionnaire and one-on-one interviews with
directors of companies involved in the M&A (Bruner, 2002). For this study, we will

focus on the event study method and the historical academic studies of the same.

In 1933, Dolley carried out the first study using the event study method to
examine the effects of stock divisions on price. From this date, the event study method
was developed and has been continuously used in many studies (Myers and Bakay,
1948; Ashley, 1962; Ball and Brown, 1968; Fama et al., 1969).
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The analysis of events essentially tests the impact a particular event has on a
given dependent variable. Conversely, stock price activity caused by an incident is
investigated by analyzing the incident and the event study focuses on the impacts of
the incident. For instance, an event analysis aims to determine the valuation impact of
a company’s event such as an acquisition or merger announcement by examining a

stock price reaction that occurred around the time of the event.

For a capital markets analysis, event studies often play a significant role as a
method use to assess market effectiveness. Non-zero abnormal returns cannot exist
consistently in the absence of market performance. Brown and Warner (1980) argue
that event studies based around an event can therefore provide the main statement about
market efficiency. Fama (1991) used the market effectiveness hypothesis as a clear
statement that protection prices completely represent all of the information available
and concluded that event tests, particularly event tests on daily returns, offer the
clearest proof of market-efficiency. Fama (1991) also stated that the way one abstracts
from planned returns to calculate irregular and regular returns is a secondary factor
because an information event can be precisely dated and the event has a great impact

on prices.
An event study timetable can be described as below:

Figure 2.2. The Event Study Timetable

Estimation Event Window Post-Event
Window | Window |
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2.3. THE IMPACT OF M&AS ON STOCK PRICES

In an M&A-related analysis, researchers generally investigate whether there is
an abnormal return on the stock price by using the event study method before and after
the date of the announcement.

There is ample literature on the event study method with regard to the impact
of M&As on the stock returns of acquirer and target companies, both abroad and in
Turkey. In general, the findings show that target firms experience an increase in stock

prices, while acquiring firms do not experience a significant change.

Jensen and Ruback (1983) concluded that corporate takeovers produce
beneficial gains, benefit firms’ target shareholders, and do not lose bidding firm
shareholders. It does not appear that the benefits generated by corporate takeovers
come from market power formation. Nonetheless, if the merger or acquisition is not
successful, returns are always positive when the first announcement of a merger or
acquisition is made; however, this advantage vanishes when it turns out the merger or

acquisition is not on the right track.

Swenson (1993) looked at M&As in the USA between the years 1968 and 1990,
and the final sample only included acquisitions taking place between 1974 and 1990.
Swenson concluded that target firms received abnormal returns around the date of the

announcement.

Bessler and Murtagh (2002) investigated the stock market reactions to the
announcements of M&A transactions conducted by Canadian banks during the period
1998 and 2001 and found that there was a positive abnormal return for these banks in
the short run (3 and 5 days before the announcement).

25



The research, which was based on the wealth impact of M&A deals in the USA
and the UK, showed that target companies earned statistically significant returns
(Sudarsanam and Mahate, 2003).

Campa and Hernando (2004) found that there were positive and significant
cumulative abnormal returns from approximately 4% over the period [t - 1, t + 1] to
about 9% over the period [t - 30, t + 30] for target companies, and on the contrary, the
mean cumulative abnormal return for their shareholders of acquiring companies did
not vary substantially from zero. Furthermore, they concluded that in nearly 55% of

transactions, returns to acquiring firms were negative.

Chari, Quimet, and Tesar (2004) studied M&A transactions in 9 Latin
American and East Asian countries (Argentina, Brazil, Chile, Indonesia, Malaysia,
Mexico, Philippines, South Korea, and Thailand) for the period from 1988-2002 and
concluded that returns from announcements for acquirers and target companies
measured the benefit distribution and displayed a statistically significant increase of
2.4% and 6.9%, respectively.

Shaheen (2006) analyzed the impact of the announcements of M&As between
1997 and 2006 in the USA concerning stock prices by using a T-test. Shaheen took 5
days before and after the announcement of the transaction as a basis, and the study
showed that the target firms experienced significant positive abnormal returns while

the acquiring companies experienced negative abnormal returns.

The goal of the research conducted by Herdan and Mateus (2007) was to
examine the effects of the M&A processes for both the acquirer and the target entity
for a group of UK banks from 2000-2005. Using a 20-day event test before and after
the date of the M&A announcement, they found that the target banks had an average

abnormal return that was five times higher than the acquiring firms.
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Kiymaz and Baker (2008) investigated the short-term market reaction related
to the disclosure of major domestic M&As involving USA public corporations with
public targets from 1989 to 2003 and concluded that the acquirers had a substantial
negative return while the owner of the target firms had substantially positive abnormal

returns both before and after the announcement day.

The study conducted by Ma, Pagan, and Chu (2009) focused on 1.477 M&A
deals in the Asian markets and investigated abnormal returns for the shareholders of
bidder firms in 10 emerging Asian markets around the day the M&A announcement
was made. These markets include China, India, Hong Kong, Indonesia, Malaysia,
Philippines, Singapore, South Korea, Taiwan, and Thailand. In their research, stock
markets predicted positive cumulative abnormal returns in three separate event
windows: a two-day window [0, 1], a three-day window [t - 1, t + 1]; and a five-day
window [t - 2, t + 2], and they concluded that the valuation impact of leaking

information about M&A transactions was statistically significant.

Mallikarjunappa and Nayak (2013) analyzed the effect of acquisition
announcements on the performance of the target companies’ stock prices by taking a
sample of 227 Indian companies that received acquisition bids from 1998 to 2007. The
stock price reaction was analyzed for 61 days following the acquisition announcement
using the standard market model. They concluded that, in response to the
announcements of takeovers, the target company shareholders had a cumulative
average abnormal return of about 27%-37%, which was a strong and substantially
positive wealth impact thereon, and provided investors the ability to make money both
before and after the takeover bid was announced.

Dilshad (2013) tested the efficiency of the market based on M&A
announcements using the event study methodology, particularly focusing on the effects
bank mergers have on stock prices in Europe. In the study, 18 M&A transactions
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carried out from 2001 to 2010 were examined to determine the returns for the target
and acquiring company stakeholders. According to the results, cumulative abnormal
returns for the acquiring company stakeholders were observed in the short term. Based
on the increase in stock prices a few days before the M&A announcements were made,
information regarding the respective M&A may have leaked before the announcement
date. In the study, excess returns were observed in the days following the
announcement day and it was concluded that the target banks gained abnormal returns
on the announcement day. The acquiring company stakeholders obtained positive

returns for just two weeks following the announcement day.

Shah and Arora (2014) analyzed a selection of 37 M&A announcements in the
Asia-Pacific region over the period of May 2013 — September 2013 to assess the post-
facto impact of M&A announcements on the stock prices of target and acquiring firms
during the event periods of [t—2,t+ 2], [t—5,t+ 5], [t—7,t+ 7], and [t — 10, t + 10].
As a result, it showed that the acquiring firms did not generate abnormal returns, while
the post-announcement returns of target firms were greater than their pre-

announcement returns by a mean difference of 6.9%.

Using the event analysis approach, Arik and Kutan (2015) studied the response
of stock returns of target firms from 1.648 M&As in twenty emerging markets (i.e.,
Brazil, Chile, China, Colombia, Czechia, Egypt, Hungary, India, Indonesia, Malaysia,
Mexico, Morocco, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand,
and Turkey) between 1997 and 2013, and found that M&A announcements produced
an average abnormal return of 5.17% for the stocks of target companies within a
symmetrical event period of three days, while M&As had lower abnormal returns in

highly regulated sectors and when the acquirers were private equity firms.

Atm and Hossain (2016) assessed 50 acquirer and 50 target firms from the USA
market and concluded that the pre-announcement time price run-up for both target and
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acquirer companies, which indicated that either information had been leaked or there
was good news anticipation. On the other hand, the price for the acquirer companies

had been downgraded during the post-announcement period.

Kyriazopoulos (2016) investigated the effects resulting from the announcement
of 69 M&A deals in Eastern Europe that took place between 1995 and 2015. The study
showed that target firms obtained major abnormal returns during the time of events,

while acquirers seemed to earn insignificant excess returns.

The study done by Giannopoulos, Khansalar and Neel (2017) explored the
effect of acquisition announcements during the period from 2002-2006 on the wealth
of shareholders of UK acquirers. Findings indicated that during the announcement
period, the shareholders of the acquirer obtained significant abnormal returns.

Dranev, Frolova, and Ochirova (2019) looked at M&A transactions in the
fintech sector in developed (USA, Canada, and Europe) and emerging markets (China,
and India) from 2010-2018 using the event study method and explored significant
positive average abnormal returns after the acquisition of fintech firms on a short-term

and negative average long-term abnormal return.

Norbidck and Persson (2019) focused on acquisitions made by multinational
enterprises in emerging markets and concluded that the owners of the target firm shall
benefit from the acquisition and both the acquirer and the non-acquirers’ share-values
will increase when an acquisition is announced if the domestic assets are not too

strategically relevant or if competitive bidding is not too restrictive.

The research of Kaczmarczyk (2019) concentrated on M&A deals made by
seven companies listed on the Warsaw Stock Exchange and its purpose was to check
whether the largest acquisitions had an impact on the valuation of stocks. Kaczmarczyk

concluded that successful completion of the acquisition caused changes in stock price
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behavior in general, stock price decreases and increases were experienced as a result

of acquisitions, and M&As had a rather positive impact in the banking sector.

As for academic studies done on the effects of M&As on the stock returns of
acquirer and target companies in Turkey, Mandaci (2004) tested whether companies
whose stocks are traded on the Istanbul Stock Exchange provided abnormal returns to
their shareholders within 10 days before or after the M&As completed between 1998
and 2003 were made public. For the twelve mergers that took place in Turkey between
these years, it was determined that the shareholders of the target companies achieved a
cumulative abnormal return rate of 7.21%. The study concluded that there were insiders
in the market considering that the stocks examined provided abnormal returns to their
owners, especially before M&A announcements, and this clearly emphasized that the

Istanbul Stock Exchange was not a semi-strong market.

Cukur and Eryigit (2006) measured the abnormal returns in the stocks of
companies operating in the banking sector by examining the effects M&A
announcements made in this sector had on stock returns and stated that while disclosing
merger intent to the public brought meaningful and positive returns, realization of the

merger yielded positive but meaningless results.

Yoriik and Ban (2006) tested whether eight Turkish companies operating in the
food and beverage sector who were listed on the Istanbul Stock Exchange, which were
merged or acquired between 1997 and 2004, could obtain excessive returns according
to the index with the help of stock closing prices and index closing prices. They
concluded that it would not be possible to achieve excessive returns in the food and
beverage sector within 116 days before and after the announcement date; however,
very small amounts of return could be achieved within 5 days before and after the

announcement date.
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Icke (2006) examined the 29 M&A transactions conducted by financial service
sector firms in 1998-2005 using the event study method and concluded that mergers

created abnormal returns on stock returns.

Elmas (2007) focused on 19 M&A transactions made by companies listed on
the Istanbul Stock Exchange that were involved in deals between 2004 and 2006, and
concluded that the stock prices of the target companies in the mergers were
significantly affected. The study also showed that in some mergers, the stock prices of
acquiring companies remained unresponsive to the event, while in others, there was a
slight reaction. It was determined that reactions to the mergers were seen in both the

target companies and acquiring companies within a few days following the event.

Citak and Yildiz (2007) analyzed the effect the acquisitions of 40 Turkish
companies traded on the istanbul Stock Exchange, realized between 1997 and 2005,
had on their stock prices in 1 month, 3 months, 6 months, 1 year, and 2 year intervals
before and after the transaction was announced with the help of T-test, and concluded
that the return rates of stocks up to one month were significant and were insignificant

in other periods. This showed that investors’ interest in buying was short-term.

In the study conducted by Kaderli and Demir (2009), firms that announced to
the public in 2008 that they had made an investment decision were studied to determine
whether these investment decision announcements affected the stocks of the related
firms and the firms were categorized by sector. For each determined sector, abnormal
returns and cumulative abnormal returns were calculated using the daily returns within
5 days before and after the announcement date (event date) of the companies. They
concluded that excess returns can be achieved in the short term if the announcements
are made by firms listed on the Istanbul Stock Exchange, especially those operating in
the chemical, petroleum, rubber, and plastic products sector and the metalware

machinery and equipment manufacturing sectors.
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Yilmaz (2010) studied the impact 51 M&A transactions realized during 2002
and 2008 in Turkey, where at least one of the parties to the transaction was traded on
the Istanbul Stock Exchange, had on the stock return and noted the statistically
important positive excess returns of the target stocks in general. On the other hand, the
excess return could not be achieved in the shares of the acquiring party. The T-test was
used to investigate whether the results were significant.

Hekimoglu and Tanyeri (2011) studied the public announcements made for 142
M&A deals that took place in Turkey between 1991 and 2009 and assessed the
announcements’ impact on the partial sale of the target company’s stock prices, which
revealed that the target company shareholders achieved a cumulative abnormal return
of 8.56% in mergers and 2.25% in partial sales during the three-day timeframe,
centered on the day of public announcement. Findings showed that buyer companies
paid a higher price in M&As where they took over the target company management
compared to partial sales. This study claimed that the reason for having lower stock
returns in Turkey than in those in the USA and Europe were due to difficulties in
determining the date of the announcement and the information leaked about the M&A,
as well as the differences in the regulatory and competitive environment in Turkey.

Geng (2012), and Geng and Coskun (2013) studied M&A transactions that took
place in 2001 and 2011 in Turkey that involved at least one party traded on the Istanbul
Stock Exchange. The studies concluded that the beneficial party in the M&A process
was the shareholders of the target company. In other words, the stock price of the

acquired company increased more than the stock price of the acquiring company.

The purpose of the study made by Ilarslan and Asikoglu (2012) was to
investigate whether mergers and acquisitions will trigger any changes in the financial
performance of firms. In this respect, this study examined M&A deals made by 17

manufacturing companies listed on the Istanbul Stock Exchange during the years 2004
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and 2005 and observed an improvement in the return on equity parameter, which was
an indication of financial success following the M&A process.

The study of Cakir and Giilcan (2012) covered companies that were traded on
the Istanbul Stock Exchange during 2005 and 2009 that operated outside the financial
sector and were subject to M&A transaction. The findings obtained in this study
suggested that companies subject to the merger had CAR values different from 0 in the
event intervals, and in the merger activities examined within the range of [t — 5, t + 5]
and [t — 20, t + 20], there was a rapid increase in CAR values before the merger. The
study concluded that abnormal returns can be obtained by making public M&A
announcements in the market and the rapid increase observed in the CAR values before
the incident can be interpreted as a situation related to the trade of insiders who
facilitate benefiting from the abnormal returns of the merger.

Cevikgelik (2012) focused on companies other than those in the financial sector
that were subject to M&A activities from 2005 to 2011 that were traded on the istanbul
Stock Exchange. The purpose of this study was to examine how the stock prices of the
companies subject to the study acted against the M&A by using the event study method.
The findings showed that correlations usually had short-term effects on the share prices

and that market efficiency knowledge was gathered.

Eyceyurt and Sergemeli (2013) concentrated on companies traded on the
Istanbul Stock Exchange during the years 2008 and 2009 that were subject to an M&A
transaction and examined the effect the acquisition had on the stock prices using the T-
test method. In the study, the day on which the M&As took place was accepted as 0
and the researchers took 5, 10, 20, 30, and 180 days before and after the event day as a
sample. As a result of the study, it was stated that M&A transactions did not yield an
extraordinary return according to the index in the 180 days, but that it was possible to
obtain a little excessive return in the short term between 5 and 30 days.
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Selguk (2015) assessed the effects M&A announcements had on the stock price
performance of certain Turkish target companies using a dataset of 67 deals reported
between 2000 and 2014. Using standard methodology for event analysis, stock price
reaction around the announcement date was examined for 21 days, and it was
concluded that much of the M&A gains only accrued for target firms and acquirers
paid a premium to monitor the rights to those targets.

The study made by Reis (2015) explored the reaction and the determinants of
the reaction the stock market had in response to the acquisition announcements made
by acquiring companies in Turkey between the years 1994 and 2003 using the event
analysis technique to calculate abnormal returns during the announcement time. The
study concluded that Turkish acquirers receive a substantial positive cumulative
abnormal return of 2.27% over the 11-days announcement period, and the revenues of
acquirers were higher in mergers compared with acquisitions, even in the same

acquisitions relative to unrelated acquisitions.

Goniillii (2017) investigated the effect of M&As on stock performance to
determine whether the mergers of the merging companies provide abnormal returns. In
the research, it was stated that the cumulative average abnormal return of the 7 days
before and after the announcement date for the purchased companies changed at a level
of 5% significance. As such, the M&A announcement had a significant effect on the
shares of the target company while the acquiring companies were not affected as much
and the cumulative average abnormal return was no different at the 5% significance
level. Gontillii also commented that the M&A-related information to be made public
may have leaked before the announcement date given that the returns started to deviate
days before the announcement date.

Goniillii (2018) covered 163 M&A deals in which at least one of the merging
companies was traded on Borsa Istanbul from 2005 to 2015. The models that explained
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the accumulated abnormal returns generated by the public announcement of the merger
and the features of the merger and the company-specific variables were estimated.
Based on the results of the analysis, it was indicated that variables such as Tobin’s Q
ratio, industry, the form of transaction, return on equity, debt ratio, and cash flows

influence the accumulated abnormal returns of companies.

In the research conducted by Oztiirk and Yesilyurt (2019), 14 different M&A
activities from 12 firms among the companies listed on Borsa Istanbul that performed
M&A activities between 2013 and 2015 were analyzed. The analysis indicated that
against expectations, M&A activities did not always increase the profitability of the
companies. In the sample used in the study done by Oztiirk and Yesilyurt, a relative
increase in profitability and growth rates was achieved in the transportation and

manufacturing sectors.

Karcioglu et al. (2019) aimed to investigate the short-term impact of 48 M&A
transactions conducted by companies listed on Borsa Istanbul and analyzed the M&A
transactions of such companies in the first four industries (information technologies,
energy, finance, and manufacturing), where the majority of M&As occurred between
2013 and 2016, by applying the T-test method. The study revealed that M&As did not

have an impact on excessive returns.

35



SECTION THREE

DATA

Considering that acquisition deals are more preferred in Turkey, this study

analyzes 9 stock acquisition transactions in the banking, manufacturing, and food and

beverage sectors that took place in Turkey between 2012-2019. Table 3.1. shows the

sample details including the names of the target companies,

announcement dates, data periods, acquisition ratios, and sectors.

Table 3.1. Sample Details

the acquisition

Tradename of the Target

Stock Acquisition

Data periods in this

Ratio of Shares

Sector

Taahhiit ve Ticaret A.S.
(ULUSE)

31 January 2020

Company IAnnouncement Date on Study Acquired in the
the Public Disclosure Transaction
Platform
Banvit Bandirma 10 January 2017 10 January 2016- 79.48% Food and Beverage
Vitaminli Yem Sanayi 10 January 2018
A.S. (BANVT)
Ulker Biskiivi Sanayi 29 January 2017 29 January 2016- 30% Food and Beverage
A.S. (ULKER) 29 January 2018
Tukas Gida Sanayi ve 4 April 2018 4 April 2017- 11% Food and Beverage
Ticaret A.S. (TUKAS) 4 April 2019
QNB Finansbank A.S.| 22 December 2015 |22 December 2014- 99.81% Banking
(FIN) (previously, 22 December 2016
Finansbank A.S.)
Tirkiye Garanti Bankasi| 21 February 2017 22 February 2016- 9.95% Banking
A.S. (GARAN) 21 February 2018
Denizbank A.S. (DENIZ) 22 May 2018 22 May 2017- 99.85% Banking
22 May 2019
Dogtas Kelebek Mobilya 10 August 2012 10 August 2011- 67% Manufacturing
Sanayi ve Ticaret A.S. 10 August 2013
(DGKLB)  (previously,
Kelebek Mobilya Sanayi
ve Ticaret A.S.)
Hirriyet Gazetecilik  ve 22 March 2018 22 March 2017- 79.18% Manufacturing
Matbaacilik A.S. 22 March 2019
(HURGZ)
Ulusoy Elektrik Imalat 1 February 2019 1 February 2018- 82.275% Manufacturing
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These sectors were selected for this study since, according to the annual M&A
reports issued by the Turkish Competition Authority and several independent auditing
firms such as Ernst & Young and Deloitte, these sectors are highly popular and rising
in Turkey and the companies operating in these sectors, among others, have been
targeted in stock acquisition transactions in recent years. The reason acquisition
activities are mostly carried out in these sectors may be due to the belief that these

companies have the potential to show sustainable return performance in the future.

It is widely known that there was a decline in the number of deals in Turkey in
2009 due to the economic recession that took place after the 2008 global crisis. Deal
amounts gradually accelerated in the following years and peaked in 2011. Given these
circumstances, this study focuses on the period after 2011 to eliminate the economic
recession effects on the market to the extent possible. All the calculations were made

on Microsoft Excel and Eviews.

The data gathered from the Investing.com and Wall Street Journal databases

based on the following requirements:

e The target firms were publicly traded companies listed on Borsa Istanbul
when the acquisition announcement was made to the public.

e The closing stock price information of the target firms was gathered from
Investing.com.

e Thetransaction is listed as complete with an announcement date within the
sample period.

e The transaction form is defined as an “acquisition of majority or partial
interest” of the target companies by Turkish or foreign companies.

e Estimation windows are 1 year before and after the announcement date and

5 business days after the announcement date.
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The BIST 100 index, which consists of the highest 100 stocks traded on Borsa
Istanbul in terms of market value and trading volume, was taken into account to
calculate the market index and this data was collected from the Wall Street Journal.

The daily market index was calculated as the logarithmic return.

The yield of the 10-year Turkish Government bond was accepted as a risk-free
rate and the data was obtained from the Database of the Central Bank of the Republic
of Turkey. The risk-free rate was calculated daily. All of the closing prices of the
selected target firms during the event windows were also calculated daily as the

logarithmic return and subjected to the CAPM calculation.
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SECTION FOUR

METHODOLOGY

4.1. APPLICATION OF THE EVENT STUDY METHOD

As with several previous research studies (Campa and Hernando, 2004), this

study utilizes the event study approach to assess if there is an abnormal return on the

stock prices of target companies before and after the announcement day of M&A

transactions.

Sitthipongpanich (2011) listed the basic assumptions of the event study

methodology as follows:

The effect of an event would be immediately expressed in stock prices
under the market-efficiency theory; hence, stock returns can be calculated
by the market’s response to the event over the study period.

The event is unknown. Abnormal (excess) returns on stocks reflect an
investor response to the unpredictable event.

There are no interfering effects during the event period, indicating that the

impact is exclusive of other events.

Fisch, Gelbach, and Klick (2018) described the steps for the analysis of an event

study as follows:

The event(s) being analyzed must be specified, and the dates
(announcement) and windows (event, estimation) must be determined.
The actual returns for the stocks of the firms under consideration must be

determined.
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iii. The expected returns of the stocks of the firms on the day of the
announcement must be determined, given the business dynamics that might
influence the stock price even in the absence of the news at issue.

iv. The excess return must be computed by deducting the expected return from
the actual return on the date at issue.

v. As a last step, it should be assessed whether the expected excess return is

statistically significant at the selected level of significance.
4.2. EVENT WINDOWS

In previous studies, the effect of an M&A transaction on the stock prices of
target companies was measured in short and long terms. Martynova and Renneboog
(2008) stated that observational M&A experiments are usually predicated on irregular
short-term returns since long term evaluations appear to be less sensitive. DePamphilis
(2019) noted that the impact M&As have in long term return analyses are more difficult
to discern relative to short term studies. Several periods, which were extended to 30
days before the announcement date, were used to review M&A transactions that
occurred in the USA (Swenson, 1993; Kiymaz and Baker, 2008; Kyei-Mensah, 2011).
The research analyzing the economic effect of mergers in India as a developing market
used specific event periods including the 10-day window before the announcement date
(Mohapatra, 2014). It is recommended that the event window should cover the events’

early impact (pre & post); in other words, it should not be too short.

In this study, as shown in Figure 4.1. below, 1 year before and after the
announcement date and 5 business days after the announcement date were used as the
key estimation and event windows to calculate the impact of acquisitions on the stock
prices of the target firms in the short and long terms, as investigated in studies carried
out in past. The estimation period includes a slightly longer period. In this study, 1 year

before and after the announcement day is taken as the estimation window, which is
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tested by the variable called “Dummy 1”. It is assumed that the days up until 1 year
before the announcement day (excluding the announcement day itself) are zero (0),
while the announcement day and the days up until 1 year after the announcement day
are one (1). The short-event period is formed around the event date and up to five
business days [0, +5] and is tested by the variable called “Dummy 2”. As such, it is
assumed that the days up until 1 year before the announcement day (excluding the
announcement day itself) and the days after 5 business days following the
announcement day are zero (0), while the announcement day and the days up until 5

business days after the announcement day are one (1).

Figure 4.1. Estimation and Event Windows

Estimation Event Window
Window (Announcement Date)
a —
-1 year 0 +5 days +1 year
4.3. MODEL

We measured the short term and long term reaction of the relevant stock against
the overall market before and after the M&A transactions were announced through the

use of different models.

As explained in the methodology section, after determining the sample and
event dates, the separate measurement of the actual returns for each observation in the
sample is the very first step. This study used the closing prices of all stocks in Borsa
Istanbul and estimated the logarithmic return of the daily prices of the stocks during

the relevant estimation period with the following formula:
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R, = In (4) 3)

Pit—1)
R;; : daily logarithmic return of stock i at the time t

Pyt closing price of the stock i at time t
P(;t-1) : closing price of the stock i at time (t-1)

The BIST 100 index at the time of the relevant estimation periods was taken
into consideration to calculate the market index for each observation and the
logarithmic return of the daily prices of the market index was calculated with the same
formula used to calculate the logarithmic return of the daily prices of the stocks:

Ryne = tn (2L ) (4)
(mt-1)
Ro; : daily logarithmic return of the market index at the time t

Pimyy closing price of the market index at time t
P(m,t—1) - closing price of the market index at time (t-1)

The CAPM model is commonly applied in finance and helps make judgments
about investments through the appropriate rate of return on assets. The theory describes
the systemic risks of the assets’ return and further reveals that the assets’ necessary
return has a linear relationship. In this study, we used variables (determinants) to
evaluate the impact the M&As have on the target companies’ stock prices during the
specific event windows and tested if the M&As create any abnormal returns on the
stocks of the target firms. To determine the significance of an abnormal return on the
stocks of the target company, the expected return on the stock should be calculated.

For this purpose, we applied the empirical standard CAPM formula, as indicated below,
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in four different versions, which will be explained in detail in the subsequent parts of

this section.
(Rit = Rst) = a; + Bi (Rme — Rpr) + it %)
R;; : return of the stock i at time t
Rgy  :risk-free rate at time t
a; : constant term of stock i

R, :market return at time t
Bi : beta of the stock i
Eit . error term of the stock i at time t

In the first version (Model 1 as indicated in Section 5 below), no dummy
variable was taken into account for calculation purposes. Therefore, we estimate the

classical CAPM model given above.

In the second version, the intercept dummy variable (&) was introduced to the
equation for both Dummy 1 and Dummy 2 separately to examine whether there any
abnormal returns had occurred within one week and one year after the acquisition. The
results for Dummy 1 and Dummy 2 are indicated as Model 2 and Model 3 respectively
in Section 5 below. The new regression equation can be written for Dummy 1 and

Dummy 2 as follows:
(Rit — Rse) = a; + Bi (Rme — Rpe) + 8Dy, + €5 (6)

In the third version, the slope dummy variable (¢) was introduced to the

equation for both Dummy 1 and Dummy 2 separately to examine whether any change
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in the risk parameter had occurred within one week and one year after the acquisition.
The results for Dummy 1 and Dummy 2 are indicated as Model 4 and Model 6
respectively in Section 5 below. The new regression formula can be stated for Dummy

1 and Dummy 2 as follows:
(Rit — Rpe) = ai + Bi (Rme — Rpe) + d:iDi(Rime — Rye) + €3 (7)

In the fourth and final version, both the intercept dummy and the slope dummy
were introduced to the equation for both Dummy 1 and Dummy 2 separately to examine
the stability of the stock over the market within one week and one year after the
acquisition. The results for Dummy 1 and Dummy 2 are indicated as Model 5 and
Model 7 respectively in Section 5 below. The new regression equation can be
formulated for Dummy 1 and Dummy 2 as follows:

(Rit —Rpe) = a; + Bi (Rpe — Rpe) + 8Dy + ¢ Dy (R — Rpe) + &1 (8)

Alpha (@) is an indicator of the success of an investment against an acceptable
benchmark market index, such as the BIST100. An alpha indicates when the return on
investment has outperformed the overall market average over a given period. A positive
alpha value is referred to as an abnormal return on an asset that has performed well
based on the market average, whereas a negative alpha number represents an

underperforming investment compared with the market average.

Market risk premium (R, — Ry, ) is the excess return on the risk-free rate. It
essentially defines the portfolio relationship with assets and the risk-free rate
technically excepted. Investors typically view the yield on treasury bonds as a risk-free
rate. In this study, the yield on the 10-year Turkish Government bond at the relevant
estimation period was taken as the risk-free rate. These rates were calculated daily with

the following formula:
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Rsr = In(1 + Rp)Y/3%5 )

In the CAPM model, beta (£) is used as a risk parameter and measures the
volatility or systematic risk of a security in comparison with the overall market.
Theoretically, the market beta value is accepted as 1 (Kularni, et al. 2016; Mcclure,

2020). The beta interpretation can be made as follows:

e When beta equals 1, the portfolio or stock experiences the same level of
market risk. In other words, if the stock rises by 1%, the stock chosen will
increase by 1%.

e When beta is between 0 and 1, the portfolio, like the overall market, will
not be affected by the fluctuation. This stock was less competitive than the
market.

e Ifbeta is greater than 1, the stock is riskier than the overall market. It would
fluctuate more than the market, which is acknowledged as a riskier
investment.

e Ifbetais less than 1, the assets behave in a manner entirely differently from
the market as a whole. If the market rises by 1%, the asset will fall by 1%.

When assessing beta, the R-squared value should be taken into account given
that the R-squared value indicates the percentage of explanatory amount accrued by
the regression. Therefore, interpreting beta as a risk predictor would not be rational if
the degree of the R-squared regression is fairly small.

Delta (8) parameter measures whether an extra abnormal return occurred within
the given period after the acquisition. Depending on whether the delta carries a positive
or negative value, the asset has a positive or negative extra abnormal return for the

estimated period.
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Phi (¢) parameter tests how the risk balance between the asset and stock has
changed within the given periods after the acquisition. If this parameter is positive, the
riskiness of the asset has increased. On the other hand, if this parameter is negative,

there has been a decrease in the riskiness of the asset.
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SECTION FIVE

RESULTS

51. RESULTS FOR BANVIT

Table 5.1. represents the estimated results for Banvit. The estimated beta
coefficients are similar for all the models and they are not significant. Since they are
smaller than 1, they suggest that the market is riskier than the stock of Banvit. The
alpha parameters are significant at 5% in Models 1, 3, 4, 6, and 7, and at 10% in Models
2 and 5; therefore, the stock of Banvit has abnormal returns normally. However, we
can conclude that extra abnormal returns did not occur in the long run or the short run
after the acquisition since the coefficients of the dummy variables from Models 2 and
3 are not significant. When we consider the values of the slope dummy variables, we
see that the riskiness of the stock of Banvit did not decrease after the acquisition since
the coefficient of beta*dummyl1 is not significant in both models 4 and 5. Therefore,
when we consider only one year after the acquisition, the results suggest that there was
no abnormal return and no decrease in riskiness since the R-squared and Log-likelihood
values are better in Model 5 than Model 4. On the other hand, when we consider one
week after the acquisition, we examine that the riskiness of the stock of Banvit
decreased after the acquisition since the coefficient of beta*dummy?2 is significant in
both Models 6 and 7. The results show that no abnormal return occurred after the
acquisition but the risk of the stock decreases. Finally, when we compare the models
in terms of goodness of fit values, since the Log-likelihood and R-squared values are
maximized in Models 6 and 7, these models fit the data better than the other models.
Therefore, we can conclude that for one week after the acquisition, the risk of the stock

of Banvit decreased but there were no extra abnormal return.
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Table 5.1. CAPM Results for Banvit

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPHA 0.004048** | 0.004667* | 0.003859** | 0.004112** | 0.004860* | 0.003740%* | 0.003943**
(0.001877) | (0.002660) | (0.001884) | (0.001883) | (0.002686) (0.001857) (0.001861)
SETA 0123929 | -0.122066 | -0.107577 | -0.014850 | -0.002436 -0.032482 -0.030820
(0.160778) | (0.161021) | (0.161408) | (0.270445) | (0.272533) (0.160857) (0.160714)
Bummy 1 -0.001228 -0.001472
y — (0.003739) — — (0.003769) — —
a2 0.021064 -0.032775
y — — (0.018911) — — — (0.023631)
0168223 | -0.183925
BETA*Dumumyl — — — (0.335241) | (0.337925) — —
_3.587302%%% | -4.650677%
BEEEDummy 2 — £ e — — (0.989450) (1.250982)
R 0001182 | 0.001397 0.003649 0.001684 0.001988 0.026719 0.030449
Log-likelihood 884.6425 | 884.6967 885.2657 884.7601 884.8460 891.1602 892.1368

*xx ** and * denote statistical significance at 1%, 5% and 10%, respectively.

5.2. RESULTS FOR ULKER

Table 5.2. represents the estimated results for Ulker. The estimated beta
coefficients are similar for all of the models and are significant at 1%. Since they are
smaller than 1, they suggest that the market is riskier than the stock of Ulker. None of
the alpha parameters are significant; therefore, the stock of Ulker does not have
abnormal returns. Furthermore, we can conclude that the abnormal return did not exist
in the long run or the short run after the acquisition since the coefficients of the dummy
variables from Models 2 and 3 are not significant. When we consider the values of the
slope dummy variables, the results suggest that there was no change in the riskiness of
the stock after one week or one year following the acquisition since beta*dummy1 and
beta*dummy2 are not significant in Models 4 and 5 or in Models 6 and 7. However,
there was no decrease in riskiness since the R-squared and Log-likelihood values are
better in Model 5 than Model 4 and in Model 7 than Model 6. Finally, when we compare
the models in terms of goodness of fit values, there is no significant difference in terms
of the R-squared and Log-likelihood values. Therefore, the basic CAPM fits the data
set better than the other models. In conclusion, the acquisition did not change the

dynamics of the stock in terms of both riskiness and abnormal return.
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Table 5.2. CAPM Results for Ulker

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPHA 0000298 | -0.000843 | -0.000344 -0.000256 -0.000857 -0.000283 | -0.000348
(0.000735) | (0.001040) | (0.000739) | (0.000736) (0.001040) | (0.000737) | (0.000738)
BETA 0.719530%%* | 0.717730%%* | 0.716100%%* | 0.769049%%* | 0.770885%** | 0.721884%** | 0.722183%
(0.063089) | (0.063165) | (0.063342) | (0.079772) (0.079806) | (0.063575) | (0.063530)
ummy 1 0.001088 0.001206
Y — (0.001469) — — (0.001472) — —
Bummy 2 0.004878 0.014248
Y — — (0.007430) — — — (0.010905)
-0.134365 -0.142205
BETA*Dumpyl — — — (0.130139) (0.130533) — —
0168756 | -0.913542
BEEDumMy 2 — — — e — (0.530601) | (0.778523)
R? 0.205791 0.206661 0.206474 0.207478 0.208540 0.205952 0.208653
Log-likelihood 1355.545 1355.821 1355.762 1356.081 1356.419 1355.506 1356.455

*xx ** and * denote statistical significance at 1%, 5% and 10%, respectively.

5.3. RESULTS FOR TUKAS

Table 5.3. represents the estimated results for Tukas. The estimated beta
coefficients are similar for all of the models and are significant at 1%. Since they are
smaller than 1, they suggest that the market is riskier than the stock of Tukas. The alpha
parameter is significant at 5% in Models 3 and 7; therefore, the stock of Tukas has
abnormal returns normally. However, Tukas exhibited extra negative abnormal returns
for one week after the acquisition since the coefficient of the dummy variable from
Model 3 is significant at 1% and negative. Furthermore, since the dummy variable in
Model 2 is not significant, we can conclude that extra negative abnormal returns did
not exist in the long run and only existed in the short run as negative. When we consider
the values of the slope dummy variables, it is revealed that the riskiness of the stock of
Tukas did not decrease after the acquisition since the coefficient of beta*dummy1 is
not significant in both Models 4 and 5. When we consider the entire period after the
acquisition, the results show that no abnormal returns existed after the acquisition and
the risk of the stock did not decrease. On the other hand, beta*dummy2 is significant
at 1% when the intercept dummy is added in Model 7. Therefore, when we consider

only one week after the acquisition, the results suggest both extra negative abnormal
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return and a decrease in riskiness existed when both the intercept and slope dummy
variables are added to the equation as in Model 7. Finally, when we compare the models
in terms of goodness of fit values, since Log-likelihood and R-squared values are
maximized in Model 7, this model fits the data better than the other models. Therefore,
we can conclude that for a week after the acquisition, both the risk of the stock of Tukas

decreased and the stock experienced an extra negative abnormal return.

Table 5.3. CAPM Results for Tukas

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPES 0.002041 0.002149 0.002890** 0.002113 0.002236 0.002141 0.002891**
(0.001478) (0.002094) (0.001437) (0.001482) (0.002099) (0.001480) (0.001429)
BETA 0.956909*** | 0.956325*** | 0.919573*** | 0.838453*** | 0.837593*** | 0.942990*** | 0.943325***
(0.116161) (0.116553) (0.112538) (0.204873) (0.205340) (0.116673) (0.112265)
Dummy 1 -0.000216 -0.000245
Y — (0.002966) — — (0.002968) — —
Dummy 2 -0.086094*** -0.111910%**
Yy — — (0.014447) — — - (0.017452)
0.174952 0.175252
BETA e = — — (0.249199) | (0.249471) = —
1.433640 -3.599617***
BETA*Dummy 2 — — — — — (1.182177) (1.382039)
R2 0.119083 0.119092 0.177394 0.119949 0.119961 0.121661 0.188405
Log-likelihood 1002.405 1002.408 1019.664 1002.653 1002.656 1003.144 1023.060

*xx ** and * denote statistical significance at 1%, 5% and 10%, respectively.

5.4. RESULTS FOR FINANSBANK

Table 5.4. represents the estimated results for Finansbank. The estimated beta
coefficients are similar for all of the models and are significant at 1%. Aside from
Model 5, the beta coefficients are all smaller than 1, suggesting that the market is
mostly riskier than the stock of Finansbank. None of the alpha parameters are
significant; therefore, the stock of Finansbank does not have abnormal returns. We can
conclude that abnormal returns did not exist in the long run or the short run after the
acquisition since the coefficients of the dummy variables from Models 2 and 3, where
we do not have the slope dummies, are not significant. When we examine the values
of the slope dummy variables, beta*dummyl is only significant at 5% when the
intercept dummy is added in Model 5. Therefore, when we consider only one year after

the acquisition, the results suggest that we examined both negative abnormal returns
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and a decrease in riskiness. On the other hand, beta*dummyz2 is only significant at 5%
when the intercept dummy is added in Model 7. Therefore, when we consider only one
week after the acquisition, the results suggest that we again examined negative
abnormal returns and a decrease in riskiness when they are taken into consideration
together. Finally, when we compare the models in terms of goodness of fit values, since
Log-likelihood and R-squared values are maximized in Models 5 and 7, these models
fit the data better than the other models. The results suggest that both the riskiness and

abnormal return structure of the stock changed after the acquisition.

Table 5.4. CAPM Results for Finansbank

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPHA 20004485 0002494 | -0.004331 ~0.004479 0.003537 ~0.004444 ~0.004087
(0.002873) | (0.003194) | (0.002880) | (0.002878) (0.003962) (0.002880) | (0.002868)
SETA 0.784620%** | 0.786782%** | 0.786000%** | 0.782310%** | 1.024080%** | 0.784823*** | 0.795771%*~
(0.100393) | (0.100303) | (0.100434) | (0.109323) (0.136481) (0.100488) | (0.100025)
i ~0.003866 20.016702%*
Y = (0.002720) = — (0.005719) = —
Doy 2 20011785 0.151684
Y — — (0.013752) — — — (0.059139)
0.005115 -0.509508**
BETA*Dummy 1 — — — (0.095303) (0.199987) — —
0.159955 | -6.110080%*
BETA*Dummy 2 — — — — — (0584713) | (2.512786)
R? 0.108286 0.111860 0.109589 0.108291 0.123220 0.108419 0.119974
Log-likelihood 1045480 1046.494 1045.849 1045.481 1049.744 1045517 1048.811

*x* ** and * denote statistical significance at 1%, 5% and 10%, respectively.

55. RESULTS FOR GARANTI

Table 5.5. represents the estimated results for Garanti. The estimated beta
coefficients are similar for all of the models and they are significant at 1%. Since they
are higher than 1, they suggest that the stock of Garanti is riskier than the market. None
of the alpha parameters are significant; therefore, the stock of Garanti does not have
abnormal returns. We can also conclude that abnormal returns did not exist in the long
run or the short run after the acquisition since the coefficients of the dummy variables
from none of the models are significant. When we consider the values of the slope
dummy variables, it is concluded that the riskiness of the stock of Garanti decreased
after the acquisition since the coefficient of beta*dummy1 is significant in Models 4
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and 5. When we consider the entire period after the acquisition, the results show that
no abnormal returns occurred after the acquisition, but the risk of the stock decreased.
On the other hand, when we consider only one week after the acquisition, the results
suggest that there was no decrease in the riskiness of the stock since beta*dummy?2 is
not significant in Models 6 and 7. Finally, when we compare the models in terms of
goodness of fit values, since the Log-likelihood values are maximized in Models 4 and
5, these models fit the data better than the other models. Therefore, we can conclude
that only the riskiness of the stock of Garanti increased after the acquisition in the long

run, but the effect was not seen in the short run.

Table 5.5. CAPM Results for Garanti

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPull -0.0000662 | -0.0000103 | -0.0000265 | -0.0000976 0.0000208 -0.0000570 | -0.0000261
(0.000384) | (0.000545) | (0.000386) (0.000382) (0.000541) (0.000385) | (0.000386)
- 1.341067*% | 1.341146%** | 1.340267*** | 1.265205%** | 1.265001*** | 1.339712*** | 1.330569%**
(0.033132) | (0.033169) | (0.033140) (0.042141) (0.042190) (0.033207) | (0.033217)
Dummy 1 ~0.000111 ~0.000236
Y — (0.000768) — — (0.000764) — —
Dummy 2 -0.003962 -0.003461
Y — — (0.003876) — — — (0.004091)
0.103647*** | 0.104825%**
BETA*Dummy 1 — — — (0.067317) (0.067486) — —
0.398569 0.234934
BETA*Dummy 2 — — — — — (0.577766) (0.609436)
R? 0.765103 0.765113 0.765591 0.768912 0.768956 0.765326 0.765660
Log-likelihood 1684.873 1684.883 1685.398 1689.001 1689.049 1685.112 1685.473

*** ** and * denote statistical significance at 1%, 5% and 10%, respectively.

56. RESULTS FOR DENiZBANK

Table 5.6. represents the estimated results for Denizbank. The estimated beta
coefficients are significant at 10% in Models 1, 2, 6, and 7 and at 5% in Model 3. Since
they are smaller than 1, they suggest that the market is riskier than the stock of
Denizbank. The alpha parameter is significant at 10% in Models 3 and 7; therefore, the
stock of Denizbank had abnormal returns only when we add the dummy variable for
one week after the acquisition. However, Denizbank exhibited an extra negative

abnormal return for one week after the acquisition since the coefficient of the dummy
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variable from Model 3 is significant at 1% and negative. Furthermore, since the dummy
variable in Model 2 is not significant, we can conclude that the abnormal return did not
exist in the long run and only exists in the short run as negative. When we consider the
values of the slope dummy variables, the results suggest that there was no change in
the riskiness after one week or one year following the acquisition since beta*dummy1
and beta*dummy?2 are not significant in Models 4 and 5 as well as in Models 6 and 7.
However, there was no decrease in the riskiness since the R-squared and Log-
likelihood values are better in Model 5 than Model 4 and in Model 7 than Model 6.
Finally, when we compare the models in terms of goodness of fit values, since the Log-
likelihood and R-squared values are maximized in Models 3 and 7, these models fit the
data better than the other models. Overall, after the acquisition, the stock only had an

extra negative abnormal return for one week and no further changes were observed.

Table 5.6. CAPM Results for Denizbank

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPHA 0.002560 0.002707 0.003219* 0.002524 0.002715 0.002578 0.003200*
(0.001884) (0.002663) (0.001874) (0.001886) (0.002665) (0.001888) (0.001873)
BETA 0.258780* 0.258265* 0.291260** 0.378151 0.378251 0.262755* 0.265507*
(0.146055) (0.146349) (0.144844) (0.244770) (0.245014) (0.147793) (0.145995)
Dummy 1 -0.000294 -0.000383
Y — (0.003770) — — (0.003775) — —
DUMMY 2 -0.064236*** -0.075662***
Y — — (0.018825) — — — (0.020648)
-0.185471 -0.186669

BETA*Dummy 1 — — — (0.305076) (0.305605) — —

-0.187914 1.490396
x|
BETA*Dummy 2 — — — — — (1.024286) | (1.110644)
R? 0.006215 0.006227 0.028785 0.006947 0.006968 0.006281 0.032271
Log-likelihood 880.7624 880.7654 886.5518 880.9482 880.9534 880.7793 887.4577

**x ** and * denote statistical significance at 1%, 5% and 10%, respectively.

5.7. RESULTS FOR DOGTAS

Table 5.7. represents the estimated results for Dogtas. The estimated beta
coefficients are similar for all of the models and they are significant at 1%. Since they

are smaller than 1, they suggest that the market is riskier than the stock of Dogtas. The
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alpha parameter is significant at 10% in Models 3 and 7; therefore, the stock of Dogtas
had abnormal returns only when the intercept dummy for one week after the acquisition
is added to the model. However, Dogtas exhibited extra negative abnormal returns for
one week after the acquisition since the coefficients of the dummy variable from Model
3 and 7 are significant at 10% and negative. Furthermore, since the dummy variable in
Model 2 is not significant, we can conclude that the abnormal return did not exist in
the long run and only existed in the short run. When we consider the values of the slope
dummy variables, we examine that the riskiness of the stock of Dogtas decreased after
the acquisition since the coefficient of beta*dummya1 is significant in Models 4 and 5.
On the other hand, when we consider only one week after the acquisition, the results
suggest that there was no decrease in the riskiness since beta*dummyz2 is not significant
in Models 6 and 7. Finally, when we compare the models in terms of goodness of fit
values, since the Log-likelihood and R-squared values are maximized in Models 4 and
5, these models fit the data better than the other models. Therefore, results suggest that
the acquisition only affected the abnormal return of the stock and resulted in an extra

negative abnormal return in the short run, but the riskiness decreased in the long run.

Table 5.7. CAPM Results for Dogtas

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPHA 0.001602 0.002031 0.001798* 0.001561 0.001894 0.001605 0.001798*
(0.001082) | (0.001527) | (0.001085) | (0.001076) (0.001520) (0.001083) | (0.001086)
SETA 0.410095% | 0.410616*** | 0.411441** | 0.507637°** | 0.506505*** | 0.412108"** | 0.411664°*
0.071223) | (0.071200) | (0.071062) | (0.102987) (0.103144) (0.071410) | (0.071253)
R ~0.000863 ~0.000671
Y — (0.002164) — — (0.002155) — —
Dummy 2 -0.019710* -0.019640*
Y — — (0.010874) — — — 0.010962
.0.354202%* | -0.352616**
x|
BETA*Dummy 1 — — — (0.141839) (0.142059) — —
-0.327161 -0.066212
BETA*Dummy 2 — — — — — (1.223004) | (1.228971)
R? 0.062323 0.062620 0.068444 0.073873 0.074053 0.062457 0.068449
Log-likelihood 1158.134 1158.214 1159.781 1161.251 1161.300 1158.170 1159.782

**x ** and * denote statistical significance at 1%, 5% and 10%, respectively.
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58. RESULTS FOR HURRIYET

Table 5.8. represents the estimated results for Hiirriyet. The estimated beta
coefficients are similar for all three of the models and they are significant at 1%. Aside
from Models 4 and 5, all of the beta coefficients are smaller than 1, suggesting that the
market is riskier than the stock of Hiirriyet. None of the alpha parameters are
significant; therefore, the stock of Hiirriyet does not have abnormal returns normally.
However, the coefficient of the dummy variable from Model 3 is significant at 1% and
positive; therefore, Hiirriyet exhibited positive abnormal returns for one week after the
acquisition. Furthermore, since the dummy variable in Model 2 is not significant, we
can conclude that this abnormal return did not exist in the long run and only existed in
the short run. When we consider the values of the slope dummy variables, we examine
that the riskiness of the stock of Hiirriyet decreased after the acquisition since the
coefficient of beta*dummya1 is significant in Models 4 and 5. For the entire period after
the acquisition, the results show no extra abnormal returns occurred after the
acquisition but the risk of the stock decreases. On the other hand, beta*dummy?2 is only
significant at 10% when the intercept dummy is not added in Model 6. Therefore, when
we consider only one week after the acquisition, the results suggest that we mostly
examined extra abnormal returns but no decrease in riskiness since the R-squared and
Log-likelihood values are better in Model 7 than Model 6. Finally, when we compare
the models in terms of goodness of fit values, since the Log-likelihood and R-squared
values are maximized in Models 4 and 5, these models fit the data better than the other
models. Therefore, we can conclude that after the acquisition, the risk of the stock of

Hiirriyet decreased.
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Table 5.8. CAPM Results for Hiirriyet

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPHA 0.000263 0.001285 -0.000120 | -0.0000609 0.000907 0.0000766 | -0.000120
(0.001490) | (0.002110) | (0.001489) | (0.001483) (0.002099) (0.001491) | (0.001490)
BETA 0.927023**% | 0.920762"** | 0.943008*** | 1.400004*** | 1.401711%** | 0.942013*** | 0.941017%*
(0.121393) | (0.121802) | (0.120868) | (0.205638) (0.206063) (0.121455) | (0.121132)
R ~0.002046 -0.001936
Y — (0.002990) — — (0.002968) — —
ummy 2 0.038743%% 0.041612
Y — — (0.014967) — — — (0.021698)
.0.735788%*% | -0.733653%%*
BETA*Dummy 1 — — — (0.254321) (0.254488) — —
2.961293* | 0449283
BE TA*Dumnye — — — — — (L701872) | (2.458407)
R 0.104078 0.104914 0.115903 0.118800 0.119549 0.109459 0.115962
Log-likelihood 998.3805 998.6159 1001.729 1002.556 1002.770 999.8988 1001.746

**x ** and * denote statistical significance at 1%, 5% and 10%, respectively.

5.9. RESULTS FOR ULUSOY

Table 5.9. represents the estimated results for Ulusoy. The estimated beta
coefficients are similar for all of the models and they are significant at 1%. Since they
are smaller than 1, they suggest that the market is riskier than the stock of Ulusoy. The
alpha parameters are significant for all of the models except for Model 2; therefore, the
stock of Ulusoy has positive abnormal returns generally. However, we can conclude
that there was no extra abnormal return after the acquisition either in the long run or in
the short run since the coefficients of the dummy variables from Models 2 and 3 are
not significant. When we consider the values of the slope dummy variables, we
examine that the riskiness of the stock of Ulusoy decreased after the acquisition since
the coefficient of beta*dummya1 is significant in both Models 4 and 5. For the entire
period after the acquisition, the results show that no abnormal returns occurred after
the acquisition, but the risk of the stock decreased. When we consider only one week
after the acquisition, the results suggest that there was no decrease in the riskiness of
the stock since beta*dummy?2 is not significant in Models 6 and 7. Finally, when we
compare the models in terms of goodness of fit values, since the Log-likelihood and R-
squared values are maximized in Models 4 and 5, these models fit the data better than
the other models. Therefore, we can conclude that after the acquisition, the risk of the
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stock of Ulusoy decreased in the long run but this effect was not shown in the one week

period after the announcement date.

Table 5.9. CAPM Results for Ulusoy

Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
ALPHA 0.002190* | 0.002061 | 0.002289%* | 0.002328** | 0.002290* | 0.002250** | 0.002288**
(0.000967) | (0.001369) | (0.000972) | (0.000955) (0.001353) (0.000967) | (0.000972)
BETA 0.203262°** | 0.292873*** | 0.201921%** | 0.538067*** | 0.537885*** | 0.2884501*** | 0.288507**
(0.071460) | (0.071500) | (0.071469) | (0.096078) (0.096281) (0.071428) | (0.071492)
S 0.000259 0.0000769
Y — (0.001937) — — (0.001913) — —
“— 20.009929 20.003705
Y — e (0.009709) = — — (0.010989)
0531280 | 0.531144%**
BETAYILY 1 = = o (0.141572) (0.141760) — —
2.469037 2.183055
BETA*DumIgye — — — — — (1505283) | (1.808028)
R? 0.032776 0.032811 0.034811 0.059481 0.059484 0.037424 0.037645
Log-likelihood 1206.701 1206.710 1207.226 1213.686 1213.687 1207.903 1207.960

**x ** and * denote statistical significance at 1%, 5% and 10%, respectively.
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CONCLUSION

This study investigates the short term and long term effects the stock acquisition
announcements made by 9 target companies made during 2012 — 2019, which are
publicly listed on Borsa Istanbul and operate business in the banking, manufacturing,
and food and beverage sectors, have on the target companies’ stock prices. The results
are evaluated for each sector in terms of the effect the acquisition of shares of the target
companies have on their stock prices, given that the fields of activity of the target
companies in this study are substantially different.

The event study method was adopted through the research. The short term event
window included the announcement day and up to five business days after the
announcement day [0, +5] and the long term event window included the event date and
up to 1 year after the announcement day while 1 year before and after the
announcement day was taken as the estimation window. The daily logarithmic returns
of the stocks, the BIST100 index, and the risk-free rates at the time of the event
windows were calculated and the expected returns were measured through the CAPM

model by adding the intercept and slope dummy variables.

The results show that after one year following the acquisition, the stock of
Finansbank experienced extra negative abnormal returns and the riskiness of the stocks
of Finansbank, Garanti, Dogtas, Hiirriyet, and Ulusoy decreased. On the other hand,
the findings point out that after a week following the acquisition, the stocks of Tukas,
Finansbank, and Denizbank experienced extra abnormal negative returns and the

riskiness of the stocks of Banvit, Tukas, and Finansbank decreased.

In terms of a sector based comparison, while there are a few similarities in the
findings concerning the stock of the target companies operating in the banking and food
and beverage sectors, it may generally be concluded that there may be a decrease in the

riskiness of stocks in the banking sector in the long run and the food and beverage
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sector in the short run. The findings in the manufacturing sector show that the riskiness
of the stocks of the target companies decreased in the long term.
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APPENDIX

APPENDIX A: Images of CAPM Results for Banvit
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R-sgquared 0030445  Mean dependent var 0004197
Adjusted R-squared 0024632 S5.D. dependentvar 0.041885
S.E. of regression 0.041375  Akaike info criterion -3.824343
Sum sguared resid 08559964  Schwarz criterion -3.480840
Log likelihood 3921368 Hannan-2udinn criter. -3.811207
F-statistic 59.234246  Durbin-wWatson stat 2053973
Frobi(F-statistic) 0.001451

APPENDIX B: Images of CAPM Results for Ulker
e Model 1
Dependent Wariable: EXCESS_STOCK _RETURRM
mMethod: Least Squares
Date: 0410020 Time: 18:56
Sample (adjusted): 2 504
Included ohserations: 804 after adjustments
Yariahle Coefficient Std. Error - Statistic Frob.

C -0.000z29a 0.000¥ 34 -0.404a723 0.6841
EXCESS_MARKET_RETL... 0.719539 0063029 11.40508 0.0000
R-squared 0205791  Mean dependent var o.oa0z21y
Adjusted R-sguared 0204209 S0 dependentwvar 0.01844a7
3.E. of regression 0016465 Akaike info criterion -5.371210
Sum squared resid 0136089 Schwars criterion -5.3544454
Laog likelihood 135845.4449 Hannan-Quinn criter. -5 364637
F-statistic 130.0753 Dwrbin-Watson stat 1.883240
Frohi{F-statistic) 0.000000
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e Model 2

Dependent Variable: EXCESS_STOCE_RETURR

Method: Least Squares
Diate: 04110020 Time: 19:12
Sample (adjusted): 2 5045

Included ohservations: 04 after adjustments

Wariahle Coefficient Std. Error t-Statistic Frof.
C -0.000843 0.001040 -0.810874 04178

EXCESS_MARKET_RETL... 0717730 0.063165 11.36273 0.0000

Db _1 0.001083 0.001469 0.741133 0.44490
RF-sgquared 0.206661 Mean dependent var 0.000z17
Adjusted R-squared 0.203494 5S.D. dependentwvar 0.0134a7
S.E. of regression 0016472  Akaike info criterion -5.368338
Sum sguared resid 0.135940 Schwartz criterion -h.343203
Log likelihiood 1355.821  Hannan-Qudinn criter. -5.358478
F-statistic B5.25412 Durbin-WWatson stat 1.984876
FraobiF-statistic) 0.0o0o0on

e Model 3

DependentVariahle: EXCESS_STOCK_RETURM
Method: Least Squares
Date: 0410520 Time: 19:24
Sample {(adjusted): 2 5045
Included ohservations: 504 after adjustments

Yariable Coefficient Std. Error t-Statistic Froh.

D -0.000344 00007349 -0.465863 06414

EXCESS_MARKET _RETL.. 0.y16100 0063342 11.30525 o.o0an

Ol b hdy_2 0004878 0007430 0.FaEa40 na114a
R-squared 0.206474 Mean dependentvar 0.000z217
Adjusted R-squared 0203306 S.D dependentwvar 0013447
S.E. ofregression 0.016474  Akaike info criterion -5.368102
Sum sguared resid 0135972 Schwarz criterion -5 342968
Log likelihood 13585762 Hannan-Quinn criter. -h 3458243
F-statistic 6517969  Durbin-YWatson stat 1.98761%5
Frob(F-statistic) o.oooooon
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e Model 4

Dependentariahle: EXCESS_STOCK_RETURM
Method: Least Sguares

Diate: 04M &20 Time: 18:38

Sample (adjusted): 2 404

Included obsemations: 404 atter adjustments

Yariable Zoefficient Std. Error FEtatistic Frob.
Z -0.000256 Q.o0o0y3E  -0.24745249 n.r283
EXCESS_MARKET _RETURRM 07659449 n.oryayr2 Q651877 0.0000
EXCESS_MARKET _RETURM*DUMMY 1 -0.134365 0130139 -1.032471 02023
R-zgquared 0.207478 Mean dependent var Qoooz1y
Adjusted R-squared 0204314 5.0 dependentvar 0018457
S E. of regression 0016464  Akaike info criterion -5 369368
Sum sguared resid 0135800 Schwarz criterion -H.344233
Log likelihood 1356.081  Hannan-Guinn criter. -H.358408
F-statistic 6557943  Durbin-Watzon stat 1.8980280
FrobiF-statistic) 0.000000
e Model 5
Dependent Variable, EXCESS_STOCK _RETURM
Method: Least Sguares
Cate: 04/15/20 Time: 1840
Sample (adjusted): 2 504
Included observations: 804 after adjustments
Yariahle Coefiicient Std. Error t-EStatistic Prob.
C -Q.o00aar 0001040  -0D.824470 04101
EXCESS_MARKET_RETURM 0770885 0.073306 QE55448 0.0000
DB 0.001206 0.001472 08181545 04131
EXCESS_MARKET_RETURK*DUMMY 1 -0142204 01305323 -1.039416 0.2765
R-zquared 0208540 Mean dependentvar Q.oooz1y
Adjusted R-sgquared 0203791 5.0 dependentwvar 0.0134457
S.E. of regression 0016468  Akaike info criterion -5, 366740
Sum sguared resid 0138618  Schwarz criterion -h.333228
Log likelihood 1356.419  Hannan-2uinn criter. -5.3535445
F-statistic 4391458 Durbin-vWatzon stat 1.982277
FrobiF-statistic) n.000000
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e Model 6

Dependent Wariable: EXCESE_STOCK_RETURM
Method: Least Squares

Date: 041520 Time: 19:07

Sample (adjusted): 2 204

Included observations: 504 after adjustments

Wariable Coeflicient Std. Error +Statistic Froh.
Z -0.000233 0000737 -0.3832493 nroy
EXCESS_MARKET_RETURM 0721884 0.063574 11.254849 0.0000
EXCESE_MARKET_RETURMN*DUMMY_2 -0163756 053060 -0.313047 0.7506
F-squared 0.205852  Mean dependent var n.ooo217¥
Adjusted R-squared 0.202¥82 5.0, dependentvar 0.018447
S.E. ofregression 0.016480 Akaike info criterion -5.367444
Sum sguared resid 0136061  Schwarz criterion -5.342310
Log likelinood 13554596 Hannan-Guinn criter. -5.357585
F-statistic G4 97200 Durhin-Watson stat 1. 8795493
FrobiF-statistic) 0.000000
e Model 7
Cependent Variable: EXCESS_STOCK_RETURM
Method: Least Squares
Date: 041 5020 Time: 19:08
Sample (adjusted): 2 504
Included abservations: 504 after adjustments
Variahle Coeflicient Std. Errar tStatistic Frob.
Z -0.0003448 noooyas -0.471134 06377
EXCESS_MARKET _RETURHN 0722183 N.062530 11.36754 0.0000
CLUIRNY_2 0.014248 0.0104905 1.206525 01920
EXCESS_MARKET_RETURMTDUNMMY_2 -0.913542 0778523 -1.1734249 02412
R-squared 0208653 Mean dependentvar 0000217
Adjusted R-squared 0.2035805 S.0D. dependentvar n.01g84a7
5.E. of regression 0016468 Akaike info criterion -5.3668584
Sum sguared resid 0135598 Schwarz criterion -5.333371
Log likelihood 1356.459%  Hannan-2uinn criter. -5.353738
F-statistic 4384480 Duorbin-Watson stat 1879352
Prob(F-statistic) 0.000000

81



APPENDIX C: Images of CAPM Results for Tukas

e Model 1

Dependentariable: EXCESS_STOCK_RETURM

hMethod: Least Squares
Date: 0410020 Time: 18:43
Sample (adjusted): 2 505

Included observations: 504 after adjustments

Yariahle Coefficient Std. Error tStatistic Frab.

C 0.002041 0001473 1.3807848 a16a0
EXCESS_MARKET _RETL. . 0.9569049 0116161 8.23774a0 0.0oon
R-squared 01149083 Mean dependent war 0.0014904
Adjusted R-squared 0117328 5.0 dependent var 0.035314
S.E. of regdression 0.033179  Akaike info criterion -3 969361
Sum squared resid 0852612 SchwarZ criterion -3.953104
Log likelihood 1002.405  Hannan-2uinn criter. -3.953238
F-ctatistic BY.26052 Durhin-Yatzon stat 2021946
FrobiF-statistic) 0.oo0oon

e Model 2
CependentYariahle: EXCESE_STOCK_RETLIREM
Method: Least Squares
Date: 04110520 Time: 19:11
Sample (adjusted): 2 505
Included ohservations: 504 after adjustments
Yariable Coefficient Std. Error t-Statistic FPrah.

i 0002144 0002094 1.0261458 0.3043

EXCESS_MARKET_RETLU . . 0956325 0116553 g.2058072 o.ooon

Dt bl _1 -0.000216 0002966 -0.07 279 09420
R-squared 0119092 Mean dependent var 0001404
Adjusted R-squared 011585875 S5.0D. dependentvar 0035314
S.E ofregression 0.033212  Akaike info criterion -3.9654904
Sum squared resid 05582606 Schwarz criterion -3 940764
Log likelihood 1002408  Hannan-2uJinn criter. -3.956044
F-statistic 3386568 Durhin-WWatson stat 2021651
FrobiF-statistic) a.ooo0an

82



e Model 3

Dependent Variahle: EXCESS_STOCKE_RETURM

Method: Least Squares
Date: 0411020 Time: 1923
Sample (adjusted): 2 5045

Included observations: 204 after adjustments

Variahle Coefficient Std. Error T Statistic Frof.
C 0.002890 0.001437 2011191 0.0443
EXCESE_MARKET _RETL... 0.91494573 0112538 3171254 g.0oon
DIy 2 -0.086094 0.014447 -H.9593452 g.000n0
RF-sguared 0177394  Mean dependent var 0.001804
Adjusted R-squared 0174110 5.0 dependent war 00353145
S.E. of regression 0.032094  Akaike info criterion -4.0343749
Sum sgquared resid 0.816033 Schwarz criterion -4.0092445
Log likelihood 1019.664 Hannan-Ginn criter. -4.024520
F-statistic 54.02000 Durbin-WWatson stat 20616450
FrobiF-statistic) a.00o0ao
e Model 4
Dependentariable: EXCESS_STOCK_RETURHM
mMethod: Least Squares
Daate: 04114720 Time: 18:32
Sample (adjusted): 2 504
Included ohservations: 804 atter adjustments
Wariable Coefficient Std. Errar FStatistic Froh.
C 0ooz113 0.oo14az2 1.425442 01547
EXCESS_MARKET_RETURHM 0.838453 0204873 4 092556 0.ooon
EXCESS _MARKET_RETURMNTDUMMY_1 01745862 02491949 0. rozoay 042249
R-soquared 01158948 Mean dependent var 0.0o014904
Adjusted R-squared 0116435 5.0 dependent var 0035314
S.E. of regression 0.033195  Akaike info criterion -3 9BRETT
Sum squared resid 0.552069 Schwarz criterion -3.941742
Log likelihood 1002.653 Hannan-Quinn criter. -3.987017
F-statistic 3414246  Durhin-wWatson stat 2027194
Prob{F-statistic) Q.oooooo
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e Model 5

Dependentariahle: EXCESS_STOCK_RETURM
Method: Least Squares

Diate: 04M &220 Time: 18:34

Sample (adjusted): 2 404

Included observations: 404 after adjustments

Yariable Coefiicient Std. Error FEtatistic Frob.
Z 0.002236 0.00204949 1.065282 n.2g8y3
EXCESS_MARKET _RETURM 0.83y5a3 0.205340 4.0790549 0.0001
DUMRY 1 -0.00024%5 0002868  -0.082643 09342
EXCESS_MARKET _RETURMTDUMMY 1 0175252 0248471 070244945 04827
R-squared 0119961 Mean dependentwvar 0001904
Adjusted R-squared 0114680 5.0 dependentwvar 003583145
S E. of regression 0.033228 Akaike info criterion -3.962922
Sum sguared resid 04582062 Schwarz criterion -3.928409
Log likelihood 1002 656 Hannan-Guinn criter. -3.9487 76
F-statistic 2271879 Durbin-Watzon stat 2026873
FProbiF-statistic) 0.000000
e Model 6
Dependent Wariable: EXCESS_STOCK_RETURM
Method: Least Squares
Diate: 041520 Time: 19:05
Sample (adjusted): 2 505
Included obserations: 404 after adjustments
Variable Coefiicient =td. Error t-Statistic Prob.
C 0.002141 0.001480 1.447303 01484
EXCESS_MARKET_RETURM 0.942840 0116673 28.0823349 0.0000
EXCESS_MARKET_RETURMNFDUMMY 2 1.433640 1182177 1.212712 0.2258
R-squared 0121661  Mean dependent var 0.0014904
Adjusted R-squared 0118155 5.0 dependentvar 00358314
S E. of regression 0.033163 Akaike info criterion -3.9688324
Sum sgquared resid 05508495  Schwarz criterion -3.89436490
Log likelihood 1003.144  Hannan-Cldinn criter. -3.9584965
F-statistic 34 68741  Durbin-Watson stat 2.021582
FrobiF-statistic) Q.000000
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e Model 7

CependentVariable: EXCESS_STOCK_RETURM
mMethod: Least Squares

Date: 0414520 Time: 19:06

Sample (adjusted): 2 4045

Included ohsenations: 504 after adjustments

Wariable Coefficient Std. Error t-Statistic Frab.
C 0.002891 00014249 2.0239649 0.0434
EXCESS_MARKET _RETURM 0943324 0112264 2.402693 o.ooon
DUIMMY 2 -0.111910 0017482  -6.412426 0.ooon
EXCESS_MARKET_RETURM*DUMMY_2 -3.599G617 1.382039  -2604571 0.0094
R-squared 013834058 Mean dependentvar 0.0014804
Adjusted R-squared 0183536 S5.0. dependentvar 0.035314
S.E. ofregression 0.031910  Akaike info criterion -4 043888
Sum squared resid 0509125  Schwarz criterion -4.010374
Log likelinaod 1023.060 Hannan-Quinn criter. -4 030742
F-statistic 3868038 Duourhin-WWatson stat 20784954
ProhiF-statistic) 0.oo00an
APPENDIX D: Images of CAPM Results for Finansbank
e Model 1
Dependent Wariahle: EXCESS_STOCK _RETLURR
Method: Least Squares
Date: 04110520 Time: 19:02
Sample (adjusted): 2 506
Included obhservations: 2045 after adjustments
Yariahle Coefficient Std. Errar t-Statistic Froh.

C -0.004485 n.o0z2ar3 -1.560866 01192
EXCESS_MARKET_RETLU.. 0784620 0100393 7815512 0.o0oon
F-=squared 01082868 Mean dependent var -0.024263
Adjusted R-squared 0106513 5.0 dependentvar 0.032358
S.E. ofregression 0.0305886 Akaike info criterion -4.13248493
Sum squared resid 0470560 Schwarz criterion -4 115862
Lag likelihood 1045 430 Hannan-2Audinn criter. -4 126031
F-statistic B1.08223 Durbin-Watson stat 1.6838245
FrobiF-statistic) n.aooona

85



e Model 2

Dependent Wariable: EXCESS_STOCK_RETLURM

Method: Least Squares
Date: 04110020 Time: 1916
Sample (adjusted): 2 506

Included observations: 5049 after adjustments

Yariable Coefficient Std. Error t-Statistic Frof.
" -0.002494 0.0031494 -0.7307586 0.4343
EXCESS_MARKET_RETL... 0.786782 0100303 7844091 0.0000
Dbty 1 -0.0038E6E 0.002720 -1.4213496 01543
F-squared 0111860 Mean dependent var -0.024263
Adjusted R-sqguared 0108322 5.0. dependentvar N.052358
S.E. of regression 0.0308595  Akaike info criterion -4.1326480
Sum sguared resid 046863 Schwarz criterion -4.107543
Log likelihood 1046.494  Hannan-Gdinn criter. -4.122806
F-statistic 361325 Durhin-Watson stat 1692122
Frob(F-statistic) Q.000000
e Model 3
DependentVariable: EXCESS _STOCK _RETURMN
hMethod: Least Squares
Date: 040520 Time: 18:27
Sample (adjusted): 2 506
Included observations: 5045 after adjustments
Wariahle Coeflicient Std. Error t-Statistic Fraohb.
C -0.004331 n.oozasn -1.4a04043 01332
EXCESS_MARKET _RETL.. 0.78R090 0100434 78269349 0.0000
LAt -0.011784 0013752  -0.886971 0.39149
R-squared 0109589 Mean dependent war -0.024263
Adjusted R-squared 0106041 5.0 dependentwvar 0.032358
5.E. of redression 0.020594 Akaike info criterion -4.1300945
sum squared resid 0469872 Schwarz criterion -4.104993
Lag likelihood 1045849 Hannan-2Qdinn criter. -4.120251
F-statistic 3089219  Durbin-Wvatson stat 1.FE9323
Probi{F-statistic) 0.000000
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e Model 4

Dependent Wariable: EXCESS_STOCK_RETURM
mMethod: Least Squares

Date: 0415520 Time: 18:45

Sample {adjusted): 2 506

Included observations: 505 after adjustments

Yariable Coefficient Std. Error +Statistic Frob.
- -0.004479 D.oozeye  -1.856177 01203
EXCESS_MARKET_RETURM 0.ra2a1o 0109323 TA55076 Q.00oo0
EXCESS_MARKET_RETURMN*DUMMY_ 1 00058115 0.095303 0.053668 09572
R-squared 0108291  Mean dependentvar -0.024263
Adjusted R-squared 0104738 5.0, dependent var 0.0323458
S.E. ofregression 0030616 Akaike info criterion -4 128639
Sum sguared resid 04704857  Schwarz criterion -4 103542
Log likelihood 1045.481  Hannan-2winn criter. -4.1187495
F-statistic 3048201 Durhin-wWWatsan stat 1.684506
FrobiF-statistic) 0.000000
e Model 5
Dependent variable: EXCESS_STOCK_RETURM
method: Least Squares
Date: 0415720 Time: 1846
Sample (adjusted): 2 406
Included observations: 205 after adjustments
Wariable Coeflicient Std. Error tStatistic Froh.
- 0.0034537 0.003462 0892724 03724
EXCESS_MARKET_RETURM 1.024080 0136481 T.5034451 0.0000
CLInhY 1 -0.016702 n.oos719  -2.920678 00037
EXCESS_MARKET _RETURMNFDUMMY_ 1 -0.509508 0188887  -2.547708 0.0111
R-squared 0123220 Mean dependentvar -0.024263
Adjusted R-squared 0117970 5.0, dependent var 00323548
S.E. of regression 0.030389 Akaike info criterion -4 141562
Sum sguared resid 0462679  Schwarz criterion -4.108100
Log likelihood 1049744 Hannan-GQuinn criter. -4 128437
F-statistic 23464963 Durbin-Watson stat 1.6764490
ProbiF-statistic) 0.000000
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e Model 6

Dependent Wariahle: EXCESE_STOCE _RETURN
mMethod: Least Squares

Daate: 0411820 Time: 19:13

Sample (adjusted): 2 506

Included absernations: 505 after adjustments

Yariable Coefficient Std. Error Fotatistic Froh.
C -0.004444 0.o0z2gs0  -1.542911 012345
EXCESS_MARKET_RETLURM 0.7a4823 0100488 T.e10129 0.000o0
EXCESS_MARKET_RETURM*DUNMMY _2 0158955 04584713 0273561 0.7845
R-sguared 0108419 Mean dependent var -0.024263
Adjusted R-squared 0104367 5.0 dependent var 0.032358
S.E ofregression 0030614  Akaike info criterion -4.128782
Sum squared resid 0470489 Schwarz criterion -4 103686
Log likelihood 1045917 Hannan-2uinn criter. -4.113938
F-statistic 3052236  Durbin-watson stat 1.686823
ProbiF-statistic) n.o00oao
e Model 7
DependentVariable: EXCESS_STOCK _RETURM
mMethod: Least Squares
Date: 041 8520 Time: 19:14
Sample (adjusted): 2 506
Included observations: 505 after adjustments
YVariahle Coefficient Std. Error tStatistic Frob.
C -0.004087 0002868 -1.425270 01547
EXCESS_MARKET _RETURM 0795771 0100025 79545703 0.0000
DLIMRY_2 -0.1581684 00589138  -2464874 0.0106
EXCESS_MARKET _RETURMNTOUMMY 2 -6.110030 2812786 -2.43145496 0.01454
R-squared 0119874  mean dependent var -0.024263
Adjusted R-sguared 0114705 5.0 dependentwvar 0032358
S.E. ofregression 0.030446 Akaike info criterian -4 137867
Sum sguared resid 0464392 Schwarz criterion -4 104404
Log likelihood 1048.811 Hannhan-Guink criter. -4.124742
F-statistic 2276722  Durbin-Watson stat 1.670269
ProbiF-statistic) 0.000000
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APPENDIX E: Images of CAPM Results for Garanti

e Model 1

Dependent Yariable: EXCESS_STOCK_RETURMN

Method: Least Squares
Date: 041 0720 Time: 19:04
Sample {(adjusted): 2 506

Included ohservations: 5045 ater adjustments

Wariahle oeflicient Std. Error t-Statistic Froh.
C -H.62E-0% 0.000384 0172418 1.8632
EXCESS_MARKET_RETLL.. 1.341067 0.033132 40.47RTZ 0.0000
F-squared 0.7659103 Mean dependent var 0.00073ay
Adjusted R-squared 0.764636 5.0 dependent var 0017774
S.E. of regression 0.008623 Akaike info criterion -6.6E4343
Sum squared resid 0.037400 SchwarZ criterion -F.H4B112
Log likelihood 1684.873 Hannan-Gudinn criter. -F.658281
F-statistic 1638.365 Durbin-vwatson stat 1.979619
Froh(F-statistic) 0.000000
e Model 2

Dependent Wariakle: EXCESS_STOCK_RETLURM
Method: Least Squares
Date: 041020 Time: 19:17
Sample (adjusted); 2 506
Included observations: 5045 after adjustments

“ariahle Coefficient St Errar - Statistic Froh.

Z -1.03E-058 0000544 -0.018887 0.9349

EXCESS_MARKET_RETL. . 1341146 0.0331649 40.434245 o.o000

(L 0000111 0.00076S 0144922 08848
R-=quared 07651132 Mean dependentvar 0.aoor3r
Adjusted R-squared O76417Y S0, dependentwar oa1rrTa
S E. ofregression 0008631  Akaike info criterion -G.BE0924
Sum squared resid 0.037399 Schwarz criterion -6.635828
Lag likelihood 1684.8833 Hannan-Ginn criter. -6.651081
F-=statistic 21759836 Durbin-YWatson stat 1.979735
Froh{F-statistic) o.oooooo0
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e Model 3

Dependent Wariable: EXCESE_STOCK_RETLRM

mMethod: Least Squares
Date: 04110520 Time: 19:29
Sample (adjusted): 2 406

Included obserations: 4045 after adjustments

Yariable Coefficient Std. Error tEtatistic Frob.
C -2 BAE-05 0.000386 -0.068732 09452
EXCESS_MARKET _RETL.. 1.340267 0.033140 40.44304 0.0000
DIy 2 -0.003962 0.003876E -1.022020 0.3073
FH-=gquared 0765591 Mean dependent var 000073y
Adjusted R-squared 0.764657 5.0 dependentvar Q.017774
S.E. of regression 0.008622 Akaike info criterion -h.ERZ259A1
Sum sgquared resid 0.037322  Schawarg criterion -H.637 3645
Log likelihood 1685.398  Hannan-Quinn criter. -6.653118
F-statistic 2197773 Durhin-Watson stat 1.987558
Froh(F-statistic) 0.000000
e Model 4
Dependent Variable: EXCESS_STOCE_RETURHM
Method: Least Squares
Date: 0415520 Time: 18:48
Sample (adjusted): 2 206
Included observations: 505 after adjustments
Yariable Coefiicient Std. Error t-Statistic Frob.
C -9 7BE-05 000033z -0.255709 07983
EXCESS_MARKET_RETURM 1.2652495 0042147 3002493 o.ooan
EXCESS_MARKET RETURMFDUMMY 1 0193647 0067317 28TBE3T 0.0042
R-squared 0768312  Mean dependent war 0.000v3y
Adjusted R-squared 0767992 S0 dependentvar 0017774
S.E. ofregression 0008561 Akaike info criterion -6.6TT232
Sum soquared resid 0036794 Schwarz criterion -B.B521 36
Log likelihood 1689.001  Hannan-Guinn criter. -f.RET 339
F-statistic 8351681  Durbin-Watson stat 1.962437
FrohiF-statistich Q.ooooan
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e Model 5

Dependent Variahle: EXCESE_STOCK_RETURM
mMethod: Least Squares

Date: 0411420 Time: 18:50

Sample (adjusted): 2 506

Included obsemations: 505 after adjustments

Yariable Coefficient Std. Error +Statistic Frob.
- 2.08E-05 0.000541 0.038411 0.9694
EXCESS_MARKET _RETURM 1.265001 0.042180 2898333 0.0000
O Uy _1 -0.000236 0.0007¥&E4  -0.308819 07576
EXCESS_MARKET_RETURMN*DUMMY 1 0184825 N.067486 2.8868459 0.0041
R-squared 07689596 Mean dependentvar 0.0007 37
Adjusted R-soquared 0767573 5.0 dependentwvar 0017774
S.E. ofregression 000858649  Akaike info criterion -G ET3I4R2
Sum squared resid 0.036787  Schwarz criterion -6.640000
Log likelihood 1688.049 Hannan-Gdinn criter. -6.66033T
F-statistic 85598072 Durbin-vWatson stat 1 8962796
Prob{F-statistic) 0.000000
e Model 6
Dependent Variable, EXCESS_STOCK _RETURM
Method: Least Sguares
Date; 0415720 Time: 1914
Sample (adjusted): 2 506
Included observations: 8045 after adjustments
Yariable Coeflicient Std. Error t-Statistic Froh.
C -5.70E-05 n.ooozes  -0.143170 08823
EXCESS_MARKET_RETURM 1.3389712 0.033z207 40.34380 0.0000
EXCESS_MARKET_REETURM*DUMNMY 2 03985649 0.5777TEE 06288445 0.4906
R-squared 0765326 Mean dependent var 0.000737
Adjusted R-squared 0764391 5.0 dependentwvar Q.0177r4
S E. ofregression 0008627 Akaike info criterion -G AE1830
Sum sguared resid 0.037365 Schwarz criterion -G.B3I6T 34
Log likelihood 1685112 Hannan-Quinn criter. -G RAR1H9EA
F-statistic A18.8669  Durhin-vWatson stat 1.87TRA59
FrobiF-statistic) Q.00o0ooo
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e Model 7

Dependentvariable: EXCESS_STOCK_RETURMN

Method: Least Squares
Diate: 04011 5020 Time: 1816
Sample (adjusted): 2 506

Included ohservations: 504 after adjustments

Yariable Coeflicient Std. Error t-Statistic Frob.
[ -2.B1E-04 0.000386 -0.067542 094852
EXCESS_MARKET _RETLIRM 1.3395649 0.033217 40.327645 0.o00o0

DLy _2 -0.003461 0.004091 -0.846014 0.39749
EXCESS_MARKET _RETURKNTDUMMY 2 0.234934 0609436 0.385494 0.7ooo0
R-squared 0.769660 Mean dependent var 0.00073ay
Adjusted R-squared 0.7642487 S.D. dependent var 0017774
S.E. of regression 0.008630  Akaike info criterion -6.659297
Sum squared resid 0.037311  Schwarz criterion -G.6258345
Lag likelihood 1685473  Hannan-Quinn criter. -G.E46173
F-statistic 5456408 Durhin-wWatson stat 1.984154
Frokb{F-statistic) 0.000000

APPENDIX F: Images of CAPM Results for Denizbank

e Model 1
Dependentariable; EXCESS_STOCK _RETURM
Method: Least Squares
Date: 0410720 Time: 13:48
Sample (adjusted): 2 404
Included ohservations: 504 after adjustments

YWariahle Coefficient Std. Errar t-Statistic Frak.

i 0.0024a80 n.o001884 1.359311 01747
EXCESS_MARKET _RETL . 0.2538780 01460684 1.7717497 0.0770
R-squared 0.0062145 Mean dependentvar 0.002394
Adjusted R-sgquared 0.004235 5.0 dependentwar 0.042324
S.E. ofregression 0.042235 Akaike info criterion -3.487142
Sum squared resid 0.8954845 Schwarz criterion -3.470396
Log likelinood B80.¥624  Hannan-GQuinn criter. -3.4804749
F-=statistic 3139266 Durbin-watson stat 1.6637HEZ
Frob{F-statistic) 0077035
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e Model 2

Dependent Variahle: EXCESS_STOCK_RETURRM

Method: Least Squares
Date: 0410720 Time: 19:14
Sample (adjusted): 2 5045

Included observations: 504 after adjustments

WVariable Coefficient Std. Error T Statistic Frob.
C Q.o0z2yoy 0.002663 1.016560 0.3099
EXCESS_MARKET _RETL... 02582645 0146344 1.7647124 o.ovez
DIty _1 -0.0002594 0.0037yo0  -0.073084 09374
F-squared 0.006227  Mean dependent var 0.002394
Adjusted R-sguared 0002260 5.0 dependentvar 0042325
S.E. of regression 0.042277  Akaike info criterion -3.4831496
Sum sgquared resid 0.895474  Schwarz criterion -3.4458062
Log likelihood A80. Y654 Hannan-Gluinn criter. -3.473337
F-statistic 1.869574  Dwrhin-Watson stat 1. 663607
FrobiF-statistic) 0.2091566
e Model 3
Cependent Wariable: EXCESS_STOCK_RETURM
mMethod: Least Squares
Date: 041120 Time: 1926
Sample (adjusted): 2 504
Included obhsemations: 504 after adjustments
Wariable Coefficient Std. Errar t-Statistic Frab.
C 0003219 n.o01a8v4 1.7175449 0.0265
EXCESS_MARKET_RETL.. 0.2912680 0144844 20108481 0.0449
Dbty 2 -0.064236 0013825 -3.412203 o.oooy
R-squared 0.028785% Mean dependent var 00023494
Adjusted R-squared 0.024908 S.0. dependentvar 0042325
S5.E. of regression 0.041794 Akaike info criterion -3.80614548
Sum squared resid 0875147  Schwars criterion -3.4831023
Log likelihood 886.5518 Hannan-Gdinn criter. -3.496299
F-statistic 7424477 Durhin-wWatson stat 1676483
Frabi{F-statistic) 0.000664
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e Model 4

Cependent Variable: EXCESS_STOCK_RETURM
mMethod: Least Squares

Date: 04118720 Time: 18:42

Sample (adjusted): 2 4045

Included ohsemations: 504 after adjustments

Yariahle Zoeflicient Std. Error Statistic Frob.
C 0.002524 0.001886 1.338286 n.1e14
EXCESS_MARKET _RETURM 0.378151 0.244770 1.544428 012320
EXCESE_MARKET _RETURMN*DUMMY_1  -0.185471 0305076  -0.6079452 N.5435
R-squared 0006947  Mean dependent var 0002394
Adjusted R-zquared 0002923 5.0, dependentvar 0042325
S.E. of regression 0042262  Akaike info criterion -3.483921
Sum sguared resid 0.894825  Schwarz criterion -3.44087ar
Log likelihood 8809482  Hannan-Guinn criter. -3.474062
F-statistic 1.752465  Durhin-Watson stat 1.663562
Frob(F-statistic) 0174407
e Model 5
DependentVariable: EXCESS_STOCEK_RETURM
Method: Least Squares
Cate: 041520 Time: 18:43
Sample (adjusted); 2 505
Included observations:; 504 after adjustments
Yariahle Coefficient Std. Error t-Statistic Froh.
C D.002714 D.0026645 1.018704 0.208a
EXCESS_MARKET_RETURM 0.a7e82a1 D.2445014 1.54374a7 01233
DI _1 -0.000383 Q.ooarra -01015951 n.a1a2
EXCESS_MARKET_RETURMN*DUMNMY 1 -0.136669 02066058  -0.610818 05416
R-zguared 0006963  Mean dependent var 0.0023494
Adjusted R-squared Q0010 2.0, dependent var 0042325
S.E. ofregression 0042304  Akaike info criterion -3.4799T74
Sum soguared resid 0894807  Schwarz criterion -3 44R461
Log likelihood B80.9534  Hannan-Guinn criter. -3 46R828
F-statistic 11658440  Durbin-Watson stat 1.663368
ProbiF-statistic) 0220814
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e Model 6

Cependent Wariable: EXCESE_STOCK _RETURM
mMethod: Least Squares

Date: 0411 5/20 Time: 19:10

Sample (adjusted): 2 2045

Included observations: 504 after adjustments

Yariable Coefficient Std. Error tStatistic Froh.
C 0.002578 n.001888 1.365411 01727
EXCESE_MARKET_RETURM 0.2627455 0147793 1.777860 0.0760
EXCESS_MARKET _RETURMN*DUMMY_2 -0187914 1.024286  -0.183458 0.8545
R-squared 0.006231 Mean dependent var 0.002394
Adjusted R-squared 0002314 5.0 dependent var 0042325
S.E. ofregression 0.042276  Akaike info criterion -3.483251
Sum squared resid 0.89542%  Schwarz criterion -3.498117
Log likelihood 3807793  Hannan-Quinn criter. -3.4733542
F-statistic 1.683440 Durhin-YWatsan stat 1.B62885
Frok(F-statistic) 0.206293
e Model 7
Dependent Variable: EXCESS_STOCK_RETLURM
Method: Least Squares
Date: 041420 Time: 19:11
Sample (adjusted); 2 505
Ihcluded observations: 504 after adjustments
Yariahle Coeflicient Std. Error +Statistic Frob.
C 0.0032200 n.o0o01a8r3 1.708870 0.0ae
EXCESS_MARKET _RETURRM 0.265507 0.145995 1.818547 0.06596
Dby 2 -0.07T5662 0020648 -2.664424 n.0003
EXCESS_MARKET_RETURM*DUMMY_2 1490386 1110644 1.34182M1 n1a02
R-squared 0.032271  Mean dependent var 0002394
Adjusted R-zguared 0.026464 5.D. dependent var 0.0423245
S.E. ofregression 0041761 Akaike info criterion -3.804784
Sum sguared resid 0872006 Schwarz criterion -3.472272
Log likelihood aa7r.4ayy¥  Hannan-Guinn criter. -3 48265349
F-statistic 5.557813  Durbin-YWatson stat 1.66848149
ProbiF-statistic) 0.000831
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APPENDIX G: Images of CAPM Results for Dogtas

e Model 1

Dependent Yariable: EXCESS_STOCK_RETURM

mMethod: Least Squares
Date: 04110020 Time: 19:05
Sample (adjusted); 2 504

Included ohservations: 503 after adjustments

YWariahle Coefficient Std. Errar - Statistic Frah.
C 0001602 0.001082 1.481051 01392
EXCESS_MARKET_RETLU... 0.4108945 0071223 87704816 0.oo0o
R-squared 0.062323 Mean dependentwvar nooazz
Adjusted R-squared 0.060451 S.0. dependentwvar 0025016
S.E. of regression 0.024249  Akaike info criterion -4 5984953
Sum sgquared resid 0.294584 Schwarz criterion -4.880172
Log likelinood 11488134  Hannan-Guinn criter. -4 880370
F-statistic 33289886 Duourhin-watson stat 2115472
FrobiF-statistic) Q.oaoooo
e Model 2
Dependent Yariahle: EXCESS_STOCK,_RETLIRM
Method: Least Squares
Date: 041120 Time: 1918
Sample (adjustedy: 2 504
Included ohservations: 503 after adjustments
Wariahle Coefficient Std. Errar t-Statistic Froh.
C 0.002031 0001527 1.230468 0.1840
EXCESS_MARKET _RETU... 0410616 0.071290 a.759830 0.0000
DI b1 -0.000863 0002164 -0.398511 06904
R-squared N.062620 WMean dependent var n.o01a22
Adjusted R-squared 00588871 5.0 dependentwvar 0025016
5.E. of regression 0.0242689 Akaike info criterion -4.593295
Sum squared resid 0.294480 Schwarz criterion -4 4683122
Log likelihood 11488.214 Hannan-2inn criter. -4 583420
F-statistic 1670088 Duourhin-VYatson stat 21168111
FrobiF-statistic) Q.aooooo
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e Model 3

Dependent Wariahle: EXCESS_STOCE_RETURM

mMethod: Least Sguares
Date: 04110720 Time: 19:31
Sample (adjusted): 2 204

Included obsemations: 503 after adjustments

Wariakle Coefficient Etd. Error tStatistic Froh.
C 0.0017498 0.0010845 1.657448 0.0981
EXCESS_MARKET_RETU... 0411441 0.071062 5.789903 g.00o0
Dbty 2 -0.019710 0010874 -1.812486 0.0705
R-sguared 0.068444 Mean dependentvar 0001322
Adjusted R-squared 0064718 5.0. dependent war 0.025016
5.E. of regression 0.024193  Akaike info criterion -4 99527
Sum squared resid 0.292661 Schwarz criterion -4.4574354
Log likelihood 1159.781 Hannan-Gdinn criter. -4 589651
F-statistic 18.36811  Durbin-Watsaon stat 21270410
FrohiF-statistic) 0.000000
e Model 4
Dependent variahle: EXCESS_STOCK_RETURMN
mMethod: Least Squares
Cate: 04415720 Time: 18:52
Sample (adjusted): 2 504
Included ohservations: 403 ater adjustments
Yariahle Coefiicient Std. Error t-Statistic Frob.
” 0.001561 0001076 1.44394545 01477
EXCESS_MARKET_RETURM 0597637 0102987 5.803026 0.oooo
EXCESS_MARKET_RETURMTDUMMY_1  -0.354202 0141839 -2.497212 0.01z2a
R-squared 0073873 Mean dependent var 0001822
Adjusted R-squared 0070169 S.D. dependentvar 0025016
S.E. of regression 0024123  Akaike info criterion -4 BO53T2
Sum sgquared resid 0290955  Schwatz criterian -4.580200
Log likelihood 1161.251  Hannan-Guinn criter. -4 A95447
F-statistic 1994147 Durbin-Watson stat 2127087
Prob{F-statistic) 0.o0ooon
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e Model 5

Dependent Variable: EXCESS_STOCK _RETLRM
mMethod: Least Squares

Cate: 04115520 Time: 18:53

Sample (adjusted): 2 504

Included abservations: 503 after adjustments

Variahle Coefficient Std. Error tStatistic Froh.
- n.001294 0.001520 1.246408 02132
EXCESE_MARKET _RETURM N.596505 0103144 a.783216 0.0000
Dbty _1 -0.000671 00021585  -0.311238 0.7557
EXCESS_MARKET _RETURM*DUMMY 1 -0.352616 0142059 -2.4821831 0.01324
F-squared 0.0740583 Mean dependent var n.oo1azz2
Adjusted R-squared 0068436 5.0 dependentwar 0.025016
S.E ofregression 0.0241445 Akaike info criterion -4 601590
Sum sguared resid 0.290898 Schwarz criterion -4 563027
Log likelihood 1161.300  Hanhan-Gluing criter. -4 588423
F-statistic 13.20259  Durhin-Watson stat 2127351
FProb(F-statistic) 0.000000
e Model 6
DependentVariahle: EXCESS_STOCK_RETURM
mMethod: Least Sguares
Cate: 04419520 Time: 1918
Sample (adjusted): 2 504
Included ohservations: 503 atter adjustments
Yariahle Coefiicient Std. Error tetatistic Prob.
Z 0.001604 n.oo1083 1.482240 n.1384
EXCESS_MARKET_RETURM 0412103 0.071410 a.770a74 n.o0ooo
EXCESS_MARKET _RETURN*DUMMY_2 -0.32T161 1.223004 -0D.267506 n.reg2
R-squared 0.062457 Mean dependent var noo1gzz
Adjusted R-zsquared 0.058707 5.0 dependentvar n.0z2a016
S.E. ofregression 0024271 Akaike info criterion -4 893120
Sum squared resid 0.294541  Schware criterion -4 567943
Log likelihood 11898170 Hannan-Qinn criter, -4.583245
F-statistic 16.654356 Durhin-wWatson stat 21165837
FProb(F-statistic) 0.000000
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e Model 7:

Dependent variahle: EXCESS_STOCK_RETURM

method: Least Squares
Date: 0414820 Time: 19:149
Sample {adjusted): 2 504

Included obhsenations: 503 after adjustments

Yariahle Coefficient Std. Error t-Statistic Frab.
[ 0.001748 0001086 1. 655681 00434
E<CESS_MARKET_RETURR 0411664 0071243 87TTa21 0.0000
DLWy _2 -0.019640 0010962 -1.791631 00738
EXCESS_MARKEET_RETURM*DUMMY_2 -0.06R212 1.228971 -0.053876 049571
R-zquared 0.062449 Mean dependentwar 0001822
Adjusted R-squared 0.062348 S.D. dependentwar 0025016
S5.E. of regression 0024218 Akaike info criterion -4 955456
Sum sguared resid 0292659  Schwarz criterion -4 861993
Log likelihood 11529.782  Hannan-2uinn criter. -4 5823849
F-=tatistic 1222196 Durhin-Watzon stat 2127388
ProbiF-statistic) 0.o0oooo
APPENDIX H: Images of CAPM Results for Hiirriyet
e Model 1
Dependent variable: EXCESS_STOCK_RETURM
Method: Least Squares
Date: 041 020 Time: 19:08
Sample (adjusted): 2 5045
Included observations: 404 after adjustments
Yariahle Coefficient Std. Error - Statistic FProh.
[ 0.000z263 0.0014490 D17E274 02601
EXCESS_MARKET_RETL. . ne2y023 01213493 T.B36E51RH o.oooo
R-zgquared 0104078 Mean dependent var 0.000136
Adjusted R-squared 0102293 5.0 dependentwvar 0.03524949
S.E. of regression 0.033445  Akaike info criterion -3.953891
Sum sguared resid 0.561509 Schwares criterion -3.9371345
Log likelihood 4938 38048 Hannan-Cuainn criter. -3.947318
F-=statistic 8. 31637 Durhin-WYatson stat 1.94849498
Froh(F-statistic) n.ooooon
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e Model 2

DependentVariahle: EXCESS_STOCK _RETURM

Methaod: Least Squares
Date: 04 Q20 Time: 18:21
Sample (adjusted):; 2 5045

Included observations: 504 after adjustments

Wariahle Coeflicient Std. Errar t-Statistic Froh.
C 0.0012845 0.00z110 0.608Y7FT 05429
EXCESS_MARKET_RETLU... 0920762 n.121302 T.54894501 0.000o0
Dby -0.002046 0.002980 -0.684270 0.44941
R-squared 0104914  Mean dependent var 0.000136
Adjusted R-squared 0101341 5.0 dependentwvar 00352499
S.E. of regression 0.033462  Akaike info criterion -3.9508457
Sum sguared resid 0560984 Schwatz criterion -3.92AT27
Log likelitiood 998.6159 Hannan-Quinn criter. -3.940897
F-=statistic 29 36141  Durhin-WWatzaon stat 1.95806494
FrobiF-statistic) Q.000000
e Model 3
Dependent Wariable: EXCESS_STOCK_RETLURM
Method: Least Squares
Date: 0410520 Time: 19:33
Sample (adjusted): 2 4045
Included abserations: 504 after adjustments
Wariable Coefficient Std. Errar t-Statistic Frab.
C -0.000120 0.001489 -0.080301 0.9260
EXCESS_MARKET_RETL... 0.943008 0120868 T.801980 0.000o0
L] 0.028743 0.014967 2588659 0.0099
F-squared 01154903  Mean dependent var 0.000136
Adjusted R-squared 0112374 5.0 dependent var 0.035299
5.E. of regression 0.033256 Akaike info criterion -3.89632049
Sum squared resid 05540897  Schwarz criterion -3.89380745
Log likelihood 1001.729  Hannan-Gdinn criter, -3.89533450
F-statistic 32.834991  Durbhin-wWatson stat 1971786
Frobi{F-statistic) a.ooooan

100



e Model 4

Dependent variahle: EXCESS_STOCK_RETURM
mMethod: Least Squares

Cate: 04415720 Time: 18:58

Sample (adjusted); 2 505

Included ohservations: 404 after adjustments

Yariable Coeflicient Std. Errar t-Statistic Prob.
C -B.09E-0% noo1483  -0.041064 08673
EXCESS_MARKET_RETURM 1.409094 0.205638 6.852288 0.o000
EXCESS_MARKET_RETURMN*DLUMMY 1 -0.735788 0254321 -2.893144 0.0040
R-squared 0118800 hean dependentwar 0.000136
Adjusted R-sguared 0115282 5.0, dependent var 0.03524949
S.E. of regression 0.033202 Akaike info criterion -3 9BR492
Sum squared resid 0.552282 Schwarz criterion -3.9413a7
Log likelihood 1002.856 Hannan-GQinn criter. -3.956R32
F-statistic 3377142 Durbin-vatson stat 1.8951003
FrobiF-statistic) n.000ooo
e Model 5
Dependent variahle: EXCESS_STOCK_RETURM
Method: Least Squares
Date: 04115720 Time: 18:59
Sample (adjusted): 2 504
Included ohservations: 504 atter adjustments
Yariable Coeflicient Std. Error FStatistic Frob.
C n.oooaoy 0.002099 0432110 0.6653
EXCESS_MARKET_RETLURM 1401771 0206063 B a02641 0.0000
DIy 1 -0.001936 0002968 -0.622091 0.5146
EXCESS_MARKET_RETURMN*DUMMY 1 -0.T733653 0254488  -2.882853 0.0041
F-squared 0119549  mean dependent var 0.000136
Adjusted R-squared 0114266 5.0, dependent war 0.0352949
S.E of regression 0033221  Akaike info criterion -3.963374
Sum squared resid 0.8591812  Schwarz criterion -3.8929861
Log likelihood 1002770  Hannan-Qwinn criter. -3.950228
F-statistic 2263019  Durbin-vwatson stat 1.952467
FrobiF-statistic) n.000ooo
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e Model 6

Dependent Variahle: EXCESE_STOCK _RETURM
Method: Least Sguares

Date: 0415720 Time: 19:23

Sample {(adjusted): 2 505

Included observations: 504 after adjustments

Yariahle Coeflicient Std. Error t-Statistic Prob.
Z T.6EE-04 0.001491 nos1417 0.9550
EXCESS_MARKET_RETURM 0.942013 0121455 T.756072 0.0000
EXCESS_MARKET_RETURM*DUMNMY 2 -2 861293 1701872 -1.740021 n.0825
R-zquared 0109459  Mean dependent var 0.000136
Adjusted R-squared 01054904 5.0 dependentvar 0.0352948
S.E. ofregressian 0.033377  Akaike info criterion -3.9554413
Sum sguared resid 04588136 Schwarz criterion -3.930813
Log likelihood 995989858 Hannan-2uinn criter. -3.946083
F-statistic 3078980 Durbin-vwatzon stat 1.949139
FrobiF-statistic) 0.000000
e Model 7
DependentWariable: EXCESS_STOCK_RETURM
mMethod: Least Squares
Cate; 04115720 Time: 19:24
Sample {adjusted): 2 405
Included abservations: 504 after adjustments
Yariahle Coeflicient Std. Error t-Statistic Frob.
C -0.000120 0001490  -0.080277 0.9360
EXCESS_MARKET _RETURM 0.941917 0121132 T.7T5a78 0.0000
Dbty 2 0041612 0021698 1917751 0.0557
EXCESS_MARKET _RETURMN*DUMMY 2 0449283 2458407 0182744 02551
R-squared 01155862 Mean dependent var 0.000136
Adjusted R-squared 0110658 5.0 dependentwvar 0.035299
5.E. of regression 0.033238 Akaike info criterion -3.89593013
Sum sguared resid 0.854060 Schawarz criterion -3.8257445
Log likelihood 1001.746  Hannhan-Cluinn criter. -3.H46162
F-statistic 2186217  Durbin-Yatson stat 1.974043
Probi(F-statistic) 0.000000
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APPENDIX I: Images of CAPM Results for Ulusoy

e Model 1

Dependent Variable: EXCESS_STOCK_RETLURM

mMethod: Least Squares
Cate: 0410520 Time: 18:07
Sample (adjusted): 2 500

Included ohsemations: 489 after adjustments

Yariahle Coefficient Std. Error t-Statistic Froh.

Z 0.0021490 0.000867 2264286 0.0z240
EXCESS_MARKET_RETU.. 0293262 0071460 4103837 0.aoo0
R-squared 0.032¥76  Mean dependent var n.o00z0ry
Adjusted R-squared 0.030830 5.0 dependentwvar 00219349
S.E. of regression 0021598  Akaike info criterion -4.82844549
Sum squared resid 0231831  Schwarz criterion -4 811474
Log likelihood 1206.701 Hannan-Qdinn criter. -4.821833
F-statistic 16.24148  Durbin-YWatson stat 2038678
FrobiF-statistic) o.o00aay

e Model 2
Dependent Wariable: EXCESS_STOCK_RETURRK
Method: Least Squares
Date: 04110720 Time: 19:149
Sample (adjusted): 2 500
Included ohservations: 499 after adjustments
Yariahle Coefficient Std. Errar t-Statistic Frohb.

C 0.002061 0.0013649 1.4052349 013249

EXCESS_MARKET _RETL. . 0292873 0.0715490 40904963 0.0001
DLy _1 0.0002a49 0.001937 0133754 0.8937

F-squared 0.022811 Mean dependent var n.aozoyy
Adjusted R-squared 0.023811 5.0 dependentwvar 0.02149349
S.E. ofregression 0.021619 Akaike info criterion -4 824487
Sum squared resid 0.231823 Schwarz criterion -4. 799161
Log likelihood 1206.710  Hannan-2dinn criter, -4.814454%8
F-statistic 2.413045  Durhin-wWatson stat 2.023804
Frob(F-statistic) 0.000248%5

103



e Model 3

Dependent Yariahle: EXCESS _STOCK _RETURM

mMethod: Least Squares
Date: 041 0020 Time: 19:32
Sample fadjusted): 2 200

Included obhservations: 499 after adjustments

Yariahle Coefficient Std. Error FEtatistic Froh.
o Q0022849 g.ooogrz 235409612 0.0189
EXCESS_MARKET _RETL.. 0.2919:21 0.071464 4 0844563 0.0o001
Oy 2 -0.00449249 0.009704 102272 0.30649
R-squared 0.034811 Wean dependent var a.ooz077
Adjusted R-sguared 0.030919 5.0 dependent var 0.0219349
S.E. of regressian 0.0215497 Akaike info criterion -4 826558
Sum sguared resid 0.231343 Schwarz criterion -4.801231
Log likelihood 1207.226 Hannan-GQuinn criter. -4 8166149
F-statistic 28.944502  Durbin-Watson stat 20427450
Froh(F-statistic) 0.000143
e Model 4
Dependent Wariable: EXCESS_STOCK_RETURM
Method: Least Squares
Diate: 0415720 Time: 18:45
Sample (adjusted): 2 500
Included obserations: 499 after adjustments
Yariable Coefficient Std. Error t-Statistic Frah.
C 0002328 0.000955 2436736 ooiaz
EXCESS_MARKET_RETURM 0.533067 0.096078 a.600324 0.aoann
EXCESS_MARKET _RETURMTDUMMY_1 -0.531288 0141872 -3.752783 o.oooz
R-squared 0.059481 Mean dependent var o.o0zory
Adjusted R-squared 0054688 5.0 dependent var 00219349
S E. of regression 0021319  Akaike info criterion -4 852449
Sum squared resid 0.225430  Schwarz criterion -4.827123
Log likelihood 1213.686 Hannan-Guinn criter. -4 842510
F-statistic 1868410 Durbin-Watson stat 2.0355870
Froh(F-statistic) 0.ooooan
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e Model 5

Cependent Yariable: EXCESS_STOCK_RETURRN
mMethod: Least Squares

Date: 04115520 Time: 18:96

Sample {adjusted): 2 200

Included ohservations: 4949 after adjustments

Yariable Coefficient Std. Error t-Statistic Froh.
C 0.002290 0.001353 1.692778 0.0911
EXCESS_MARKET _RETURM 0537885 0.096221 f.586591 0.0000
DUk _1 T.B9E-05 0001913 0.040214 09679
EXCESS_MARKET _RETURNTDUMMY 1 -0.531144 0141760 -3.746770 n.0002
R-squared 0059484 Mean dependentwvar 0002077
Adjusted R-squared 0.053784 S.0D dependentwvar 0.021939
S.E. of regression 0.021340 Akaike info criterion -4.848444
Sum squared resid 0225430 Schwarz criterion -4 814676
Log likelihood 1213.687 Hannhan-Gluinn criter. -4 835183
F-statistic 10435356  Durbin-Yatson stat 2035997
Prob(F-statistic) n.000001
e Model 6
Dependent Wariable: EXCESS_STOCK_RETURM
mMethod: Least Squares
Date: 0418520 Time: 19:20
Sample (adjusted): 2 500
Included abservations: 4499 after adjustments
Wariahle Coefficient Std. Etrar t-Statistic Frah.
C 0.0022559 0.000967 2336197 0.0199
EXCESS_MARKET _RETURM 0.288451 0071428 4038336 0.0o001
EXCESS_MARKET _RETURMN*DUNMMY_2 2. 469037 1.595283 1.547711 01223
R-squared 0.037424 Mean dependent var 0.002077
Adjusted R-squared 0.033543 5.0 dependentwar 0021939
S.E. of regression 0.02156Y Akaike info criterion -4 8292649
Sum sguared resid 0230717 Schwarz criterion -4 8034943
Log likelihood 1207 803 Hannan-Gluinn criter. -4 819330
F-statistic 9 642087 Duorbin-Watson stat 2048625
Prob(F-statistic) n.ooooye
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e Model 7

DependentVariahle: EXCESE_STOCK_RETURRM
Method: Least Squares

Date: 04115520 Time: 19:21

Sample (adjusted): 2 200

Included obsemvations: 499 after adjustments

Variahle Coefficient Std. Error FEtatistic Frob.

[ 0.002288 0000972 2384777 0.0189
EXCESS_MARKET_RETURM 0.288507 00714492 40354509 0.o0o01
DUMMY_2 -0.003705 0010983 -0.337154 0.7361
EXCESS_MARKET_RETURN*DUMMY_2 21830585 1.808023 1207423 02278
R-squared 00376458 Mean dependentvar 0002077
Adjusted R-squared 0031813 S0 dependentwvar 0021434
S E. of regression 00214587  Akaike info criterion -4 825490
Sum sguared resid 0.230664 Schwarz criterion -4 TH1T22
Log likelihood 1207 860  Hannan-Guinn criter. -4 812239
F-statistic B.454463 Durhin-Watson stat 2.0428749

Froh(F-statistic) 0.oooz7z
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