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Anchoring Bias and Cross-Border Acquisition Premia

Abstract

How do prior stock price peaks, as reference points, influence bid premia in cross-border M&A
(CBA) compared to domestic deals? First, in CBA, relative to domestic M&A, offer prices are more
likely to exceed past peaks, reducing deal withdrawal and speeding up completion. Second, peaks
have stronger effect on bid premia in CBA, adding at least 1% on average. This effect is more
pronounced when the bidder or target is from a developed market (outside the US), the bidder is
listed, experienced, or the exchange rate is more volatile. However, this anchoring often leads to
bidder overpayment and value destruction, despite simplifying valuation and negotiation.
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1. Introduction

Firms engaged in cross-border mergers and acquisitions (CBA) can generally benefit from expand-

ing their multinational networks, accessing new markets and industries (increasing diversification),

and improved financial and tax efficiencies. However, CBA introduce a level of complexity that is

beyond what is common in domestic M&A, primarily due to national borders adding several fric-

tions that can impede or facilitate mergers (Baker et al., 2008; Chari et al., 2010; Erel et al., 2012).1

As a result, this level of complexity further imposes, and at the same time is fueled by, additional

assumptions in the valuation process of foreign targets and merger synergies.2 While the underly-

ing motivations for CBA mirror those of domestic M&A, namely, value creation through synergies,

a voluminous literature over the course of several decades examines the factors that lead to lower

bidder gains in CBA compared to domestic deals by explicitly focusing on the determinants of the

higher price (premia) usually offered in CBA (Harris and Ravenscraft, 1991; Barbopoulos et al.,

2018). Perhaps more importantly, CBA requires more intense negotiations and thorough considera-

tion of more factors during the valuation, negotiation, and execution phases compared to domestic

deals, and hence there is potentially more space for psychological factors to play a more crucial role

in the higher price offered to foreign target shareholders.

In this paper, we investigate the differential effect of recent target stock price peaks (reference

points) on the price offered (premia) to targets in CBA vs. domestic M&A.3 Reference points serve

as anchors for decision making and can influence behavior, valuations, or outcomes in various eco-

nomic settings (Kahneman and Tversky, 1979; Shefrin and Statman, 1985; Ljungqvist and Wilhelm,

2005; Hart and Moore, 2008), as well as in M&A (Baker et al., 2012). Typically, the uncertainty over

the target’s standalone valuation and merger synergies creates an opportunity for the offer price

1Despite these frictions, CBA have grown increasingly popular and remain crucial to the evolution of most modern
multinational corporations (MNC). In particular, the global CBA market for corporate control has increased in recent
years to exceed $1.95tn in 2021 from $93.7bn in 1987 (Refinitiv). Similarly, global foreign direct investment (FDI) flows
rebounded sharply in 2021, increasing by 77% to an estimated $1.65tn, compared to $929bn in 2020, exceeding pre-
COVID-19 levels, according to UNCTAD’s Investment Trends Monitor.

2These may include exchange rate volatility, foreign country risk, inflation and interest rate risk, corporate tax in the
target nation, as well as political and market segmentation risk, which must be justified in the negotiation phase, or before
the deal’s completion, and directly impact the price offered to the target shareholders.

3The price a bidding firm offers for a target typically reflects the target’s perceived strategic value, expected synergies,
and control benefits, in addition to the competition among bidders, intense negotiations between the boards and advisors
of both firms, their relative bargaining power, and a wide range of valuation assumptions that shape the final offer price.
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(and its likelihood of acceptance) to be influenced by psychological factors affecting the target com-

pany’s board, as well as the bidder and target shareholders, who must approve the bid price. In

a study of domestic US acquisitions, Baker et al. (2012) demonstrate that offer prices tend to be

biased towards recent target stock price peaks, which simplifies the valuation process while also in-

creasing the likelihood of the bid price being accepted by the target’s shareholders.4 However, the

substantial differences in the valuation, execution, and negotiation phases of domestic and foreign

target M&A are likely to render the differential effect of prior target stock price peaks on offer prices

highly consequential. One possibility is that this effect could be more pronounced in CBA, given

the additional uncertainty and the increased need to streamline the process. Previous evidence

in the literature indicates that CBA are likely to be riskier and therefore psychological influences

on offer prices are possibly even more severe than previously documented in domestic deals (Erel

et al., 2012; Barbopoulos et al., 2018). In contrast, reference points might be less effective in CBA, as

bidders are often more attuned to the expectations of foreign managers and the valuation of target

shares. Yet, another possibility is that, given the limited reliable information possibly available for

foreign targets, bidders may be more reliant on simplifying heuristics in determining the appro-

priate offer price. Which of these opposing effects dominates remains an empirical question with

major implications for the CBA market for corporate control.

To examine these effects, we rely on all (worldwide) M&A transactions meeting standard crite-

ria in the literature (detailed later) from 1990 to 2022 (inclusive), covering targets (bidders) from 48

(82) countries. This leaves us with a comprehensive global dataset of 15,591 deals, of which 3,217

(21%) are CBA. Detailed information on bidder and target countries can be found in the Appendix

Table (A). We begin by investigating the differential effect of prior target stock price peaks on (a)

the decision to pursue CBA vs. domestic M&A, (b) their likelihood of deal withdrawal, and (c) the

speed of deal completion (for the non-withdrawn ones). We then examine whether these stock price

peaks disproportionately influence the acquisition premia in CBA vs. domestic deals, and whether

this influence is reflected in bidders’ gains. Across all tests, we examine the effect of various fac-

4Büsing et al. (2024) show that the peak share prices of targets over the past year similarly influence bid premia in an
international context. However, the magnitude of this effect varies across regions and is generally smaller outside the
US.
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tors that are likely to contribute to (or invalidate) the differential effect of prior target stock price

peaks on these outcomes, given anecdotal evidence suggesting that the bidder and target negoti-

ating power, along with other characteristics of the firm or the deal, are related to these outcomes.

We follow Baker et al. (2012) and measure premia as the log-percentage difference between the offer

price (obtained from Refinitiv) and the stock price 30 calendar days before the announcement of

the deal. Reference point stock prices, in turn, are defined as the highest stock price within the 335

calendar days ending 31 days before the announcement (i.e., over 52 weeks, starting at 365 calendar

days prior to the announcement), expressed as a log-percentage difference from the stock price 30

days prior to the announcement. Hereafter, we define reference point stock prices as the 52-week

high (or peak).5 Unlike previous studies, which broadly examine factors affecting CBA premia,

our analysis focuses explicitly on the differential effect of target (share price) 52-week highs on the

premia offered in CBA vs. domestic deals within a global context. Although the existing literature

has consistently found higher premia in CBA (Harris and Ravenscraft, 1991), our research seeks to

determine whether the target 52-week peaks contribute to this difference. To our knowledge, no

previous study has investigated this effect at this level of granularity.

Our paper is fundamentally different from others that have generally explored how the tar-

get 52-week highs affect premia in M&A in a diverse array of settings. For example, Baker et al.

(2012) analyze how 52-week highs affect several aspects of M&A activity, including the offer prices,

an offer’s probability of completion, and how bidder shareholders react to the offer price being

influenced by the target 52-week peak. Ma et al. (2019) examine whether acquirer 52-week highs af-

fect their announcement period returns and find that acquirers earn higher (lower) announcement

period returns when their pre-announcement stock prices are below (near) their 52-week highs.

Nevertheless, despite prior evidence that primarily focus on domestic M&A decisions, the precise

direction of this relationship, as well as the extent to which bidders rely on the target’s 52-week

high in CBA vs. domestic M&A, has been insufficiently explored. Smith et al. (2019), the only study

5Baker et al. (2012) analyzed various windows (13, 26, 39, 52, 65, and 104-week) over which the effect of reference
points on offer prices is measured and focus on the 52-week high for simplicity. On page 50 of their study they write:
“The reference point stock prices that we focus on are the peak prices that the target has achieved over various horizons,
such as the 13-week high, 26-week high, and so on. The 52-week high price, for example, is routinely reported and
discussed in the financial press and is salient to executives, boards, and investors.” For robustness, we also measure
reference points over various horizons, such as 13-week (3 months), 26-week (6 months) and 104-week (2 years).
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that has attempted to examine the role of target reference points in CBA vs. domestic M&A, has

provided limited evidence. Using a sample of 1,597 completed mergers from 1990 to 2009 (of which

391 are CBA), they document an inverse relationship, suggesting that foreign bidders are less influ-

enced by 52-week highs than domestic bidders.6 Our robustness tests yield results consistent with

Smith et al. (2019) when we replicate their sample selection criteria and control variables. However,

using a larger and more comprehensive dataset, covering 82 bidder and 48 target countries, and

applying standard selection criteria along with an expanded set of controls, we obtain results that

differ from theirs. The divergence likely stems from their exclusion of major markets such as the US

and Canada. By including these and other regions, our analysis captures a broader cross-section of

global M&A behavior, helping to explain the observed differences. Overall, our findings indicate

that reference prices exert a more pronounced influence in cross-border than in domestic M&A.

Hence, our study fills an important gap by investigating how various merger outcomes in CBA and

domestic deals are shaped by the target’s 52-week peaks.

First, we find that in CBA, the probability that the offer price exceeds the target’s 52-week peak

is approximately 12% higher than in domestic M&A. Figure 1 demonstrates this trend, showing

that spikes at the 52-week high are more pronounced, albeit modestly so, in the CBA than in do-

mestic deals (we later explore the influence of this anchoring on various merger outcomes). This

initial evidence suggests that foreign bidders are more likely to anchor on target 52-week highs than

domestic bidders, potentially as a way to navigate the complex and valuation-intensive nature of

CBA. This finding is consistent with the framework proposed by Baker et al. (2012), who originally

documented the role of prior stock price peaks as reference points in domestic US M&A. More-

over, we find that when offer prices surpass the target 52-week high, CBA deals are less likely to be

withdrawn and tend to close more quickly, highlighting the practical relevance of 52-week highs as

reference points in shaping CBA (relative to domestic deals) outcomes.

To formally assess the differential impact of 52-week highs on offer premia in CBA relative

6The sample selection criteria employed by Smith et al. (2019) differ substantially from those used by Baker et al.
(2012) and related studies, which we closely follow. Specifically, Smith et al. (2019) focus exclusively on completed
transactions, hence limiting the examination of deal success probability, and include only deals in which bidders acquire
full ownership of the target’s outstanding shares. Moreover, they exclude US and Canadian target firms, despite these
representing a significant portion of global M&A activity.
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to domestic deals, we employ both univariate and multivariate (regression) tests. Our findings

provide strong evidence that the greater reliance of foreign bidders on target 52-week highs is asso-

ciated with significantly higher premia in CBA compared to domestic M&A. Specifically, our initial

univariate tests reveal that the high-minus-low differential effect of these peaks on the premia is

approximately 3% larger in CBA than in domestic deals (differentials of 22.94% and 19.90%, re-

spectively), suggesting that such reference points can help simplify the inherently more complex

negotiation processes characteristic of CBA. Moreover, our regression analysis indicates that this

effect persists both in direction and magnitude, even after controlling for a wide range of bidder,

target, and deal characteristics, as well as fixed effects for time, bidder country, and target country.

In particular, a simple linear specification suggests that in CBA, offer prices increase by up to 43

basis points for every 10% increase in the target’s 52-week high relative to domestic deals.

While this differential effect is statistically significant, its magnitude is modest (yet, it remains

important to explain our univariate “CBA effect” of 3.18%). However, the true size of the effect can

be ‘obscured’ by extreme outliers in the independent variable (as illustrated in Figure 1) or by the

generally higher premia offered in CBA than in domestic deals. To address these potential issues,

we implement piecewise-linear specifications as outlined by Baker et al. (2012). We find that, for the

overall sample, a 10% increase in the 52-week high corresponds to an approximately 4.56% higher

offer price across the typical range of 52-week peaks. Notably, once the 52-week high reference

price is more than 25% above the stock price 30 days prior to the announcement, the differential

impact on CBA vs. domestic M&A becomes larger: in this range (between 25% and 50%), each

additional 10% increase in the 52-week high leads to an approximate 1% further rise in the offer

price, highlighting the disproportionate anchoring effect at higher peak levels in CBA.7 We further

find that moving from the first to the second piecewise segment, the effect of 52-week highs on offer

prices declines by 66% (coefficient drop from 0.391 in piecewise segment 1 to 0.134 in piecewise

segment 2) in domestic deals but only by 31% (coefficient drop from 0.356 in piecewise segment 1

to 0.244 in piecewise segment 2) in CBA. One possible explanation for this more persistent effect in

CBA is the generally higher premia offered in CBA, which may already exceed the levels implied

7Figure 2 highlights the heightened relevance of 52-week highs in the 25% to 50% range for CBA, compared to domes-
tic deals.
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by the reference points. Yet, it may also be that these higher premia in CBA are not solely driven by

52-week highs but rather reflect additional factors, such as complexity and valuation uncertainty,

that amplify the role of 52-week peaks even when offer prices are well above these anchors.

We further examine the effect of 52-week highs on offer premia across various sub-samples and

consider potential non-psychological alternative explanations. Most importantly, the positive rela-

tionship between the 52-week high and the offer price is more pronounced in deals involving listed

bidders, transactions where both bidders and targets are based outside the US, and deals between

parties located in developed markets. Additionally, we find that the anchor effect is much stronger

in deals announced by frequent bidders, suggesting that bidder experience may amplify the re-

liance on 52-week high as reference points in setting offer prices faster. We also find that the effect

of 52-week highs on premia is more pronounced in larger deals, and similarly for larger target size,

as well as for more profitable targets, whereas this anchor effect is significantly less pronounced for

targets exhibiting larger share price volatility. Lastly, we find that CBA premia rise with increased

exchange rate volatility and, when considering the interaction between exchange rate volatility and

reference points, the highest influence of reference points on premia occurs during periods of high

exchange rate volatility.

To what extent does the influence of reference prices on premia affect how bidders’ sharehold-

ers respond to the announcement of CBA vs. domestic M&A?8 All else being equal, bidders who

rely more on reference points are more likely to overpay for a deal, leading to lower (or larger)

short-term bidder gains (losses). Our findings confirm that bidders’ reliance on 52-week high is

associated with lower short-run bidder gains. This effect is even more pronounced in CBA, where

foreign bidders exhibit a stronger reliance on 52-week highs. Specifically, for every 10% increase in

the portion of the offer premia explained (or instrumented) by the 52-week high, the bidder gains

decrease substantially by 0.66%. Given the strong link between 52-week highs and premia, a pos-

sible interpretation is that bidder shareholders perceive a greater risk of overpayment when the

target’s stock price at the time of the offer remains substantially below the 52-week high. These

8As Baker et al. (2012) highlight, the premia offered in M&A is not a perfect measure of overpayment, as stronger
synergies may justify higher bid premia. However, the 52-week high serves as a strong instrument for isolating the
effects of overpayment in M&A, independent of synergies or bidder misvaluation.
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effects are especially pronounced when both bidders and targets are based in the US, when they are

located in developed countries, when the bidder is frequently engaged in CBA, and when the deal

is settled in cash.

Our paper significantly contributes to the M&A literature in several ways. While prior stud-

ies on reference points in M&A decisions have focused primarily on domestic transactions (Baker

et al., 2012), except for Smith et al. (2019) that analyzes a limited sample of 1,597 completed mergers

with 391 classified as CBA and 1,206 as domestic, research on CBA remains limited. We fill this gap

by investigating how different merger outcomes, such as the likelihood of deal withdrawal, speed

of deal completion, premia, and target and bidder returns, vary between CBA and domestic M&A

concerning target 52-week peaks. Additionally, our research broadens this literature by assessing

how bidder managers with varied M&A experience (frequent bidders) are influenced by recent tar-

get share price peaks in their decisions regarding domestic or foreign target bids, a topic previously

overlooked. We also advance related studies by revealing that exchange rate volatility plays a cru-

cial role in the impact of reference points on the premia offered by foreign bidders. Furthermore,

we explore how various deal and firm-level characteristics, including the geographical location of

bidders and targets, the economic development of their countries, the bidder listing status, and the

deal’s payment method, influence reliance on the 52-week high. These characteristics significantly

affect how bidders anchor to recent price peaks, causing variations in the reference points’ effects

on premia in CBA compared to domestic M&A and ultimately affecting bidder gains.

2. Theoretical Framework

Several branches of the literature help us understand how the 52-week highs of target share price

influence premia, and how this effect varies between CBA and domestic M&A, as well as across

bidder and target geographical locations, levels of economic development, bidder listing status,

method of payment, and the bidder’s experience in bidding for domestic and/or foreign targets.

The related theory includes prospect theory and anchoring bias and how recent peaks of targets

affect M&A negotiations and premia via psychological distortions, as well as studies that analyze

the effect of 52-week highs on the same. Relevant studies also refer to the complexity of CBA and
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how that affects M&A activities and outcomes, and how that may affect managers’ reliance on

reference points.

2.1. Factors affecting the distribution of M&A premia

The large size of the CBA market (and the complexities associated with it) has led to the emergence

of a voluminous literature in finance and international business that investigates the factors influ-

encing the price offered in CBA, how this compares to the price offered in domestic M&A, and how

CBA affects the value of the bidding firm (Doukas and Travlos, 1988; Moeller and Schlingemann,

2005; Chari et al., 2010; Danbolt and Maciver, 2012; Erel et al., 2012). The majority of studies show

that foreign targets receive higher premia compared to their domestic counterparts (Harris and

Ravenscraft, 1991; Danbolt, 2004), which is often considered as one of the reasons for the decline

in bidders’ value commonly observed around CBA announcements (Moeller and Schlingemann,

2005).

A bidder often decides on how much to pay for a target firm by determining how much added

value (synergy) the combined entity can bring compared to the target as a standalone company.

Positive synergies can come from increased market power, economies of scale, scope and learning,

or new growth opportunities (Dutz, 1989; Heflebower, 1963; Karim and Mitchell, 2000). In contrast,

negative synergies may be the result of inefficient post-merger integration or the difficulty of coor-

dinating a diversified firm (Sudarsanam, 2010). Therefore, the ambiguity in setting a price tag for

the target opens the opportunity for external factors to affect the valuation process and in effect lead

to mispricing. Rhodes-Kropf and Viswanathan (2004) attribute takeover misevaluation to periods

of over- and undervaluation in the market as a whole. The pioneering agency theory developed

by Jensen and Meckling (1976) suggests that conflict of interest between agents and principals can

negatively affect the outcome of M&A. Shareholders prioritize maximizing their own wealth, while

managers’ objectives can be job security, larger compensation, or power status. Thus, managers

may take on an acquisition that has little or no actual synergies but may increase managers’ utility

at the expense of shareholders’ utility.9

9Kesner et al. (1994) finds that the principal-agent problem not only exists between shareholders (principals) and
managers (agents), but also in the case of deal representatives. They find a misalignment in the objectives of the bidders
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In contrast, Shleifer and Vishny (2003) introduce the market timing theory, which predicts that

misevaluation drives M&A activities. Overvalued firms are likely to become bidders while under-

valued (or less overvalued than bidders) firms are likely to become targets. This theory holds that

agents are rational while principals are not. Dong et al. (2006) find that overvalued bidders tend to

overpay, and firms’ managers tend to time the market. Roll (1986) proposes a theory of managerial

hubris that assumes the opposite of Shleifer and Vishny (2003), which is that principals are rational

while agents are not. As the opportunity to undertake M&A is limited for the average manager,

managerial hubris may lead them to arbitrarily believe their presumptions of takeover value to be

true. Therefore, offer prices may exceed the true economic value of M&A. Similar to Dong et al.

(2006), Roll (1986) also finds that, on average, bidders tend to overpay for their targets. Malmendier

and Tate (2008) expand on the proposition of hubris by specifically pointing to overconfidence as

the driving force associated with overpayment and find that bidders’ managers often overestimate

their ability to yield returns and therefore are prone to make low quality M&A, especially when

they have abundant access to internal financing. For a comprehensive review of this literature, see

Eckbo (2009) and Eckbo et al. (2025).

2.2. The effect of reference points on M&A premia

2.2.1. Prospect theory and anchoring bias

The prospect theory developed by Tversky and Kahneman (1974) argues that decision makers have

the tendency to violate the axioms of expected utility theory.10 They perceive the value of invest-

ment choices as changes in wealth relative to a reference point, which is derived from arbitrary

expectations rather than a relevant frame of reference. Comparison of choices will therefore be

viewed through the lenses of gains/losses from the reference point; and loss aversion, rather than

risk aversion, will drive the comparative process. In particular, losses (values to the left of the ref-

erence point) have more emotional weights than gains (values to the right). This leads to a kink

and the investment banks that represent them, as compensation for the representative, is positively related to deal premia.
10First established by Bernouli (1738) and further developed by Von-Neumann and Morgenstern (1944) and Savage

(1954), the expected utility theory is based on three pillars: (a) choices are made by comparing their utility, which is
the sum of possible outcomes multiplied by their probabilities, (b) the utility function reflects the decision maker’s risk-
aversion attitudes, i.e., it is concave, and (c) an alternative is selected based on the change in utility resulting from adding
the alternative to one’s assets, rather than based on gains or losses. The theory implies that decision makers can correctly
weigh the probability of outcomes and the objectively best alternative will always be chosen.
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in the utility function, as it is concave in the domain of gains and convex in the domain of losses.

People tend to be more risk averse in dealing with winning prospects and risk-seeking in dealing

with losing prospects.

In the framework of prospect theory, individuals often use cognitive shortcuts by selecting an

apparently significant yet potentially questionable value as a starting point. They then make minor

adjustments from this anchor until arriving at what they perceive to be an optimal value. This pro-

cess is referred to as “anchoring bias”, as adjustments are often not sufficiently distant from the an-

chor value. The end result may be emotionally satisfactory, but not necessarily a utility-maximizing

one. Studies have found abundant applications of reference points in negotiation settings. Kahne-

man (1992) states that anchors can induce a sense of fairness that is self-serving. An offer perceived

as unfair may present unnecessary or costly delays in the bargaining process. Evidence can be

found in the consumer and labor markets, as a small number of rules of fairness govern the asym-

metric attitude towards upward and downward changes in price and wage (Kahneman et al., 1986).

In the field of real estate, studies have shown that anchoring bias affect real estate agents and sellers

alike.11

2.2.2. Recent peak prices as the reference points in M&A negotiations

Roll (1986) points out that the target firm’s current market price can represent a reference point in

M&A negotiations. Recent peaks of prices can also represent a likely candidate of reference points.

The challenge in determining reference points is that prices of assets across time have the potential

to anchor investments. However, research on human learning and memory in contexts other than

financial activities suggests that reference points may be set based on average and/or extreme val-

ues. Anderson (1974, 1995) find that people pay attention to general information sets rather than

specific details, and Fredrickson and Kahneman (1993) find that details are only remembered if they

are novel or unusual.

11Northcraft and Neale (1987) find a dependence on asking price in estimating the fair market value of real estates.
More importantly, their results also indicate that experts, rather than amateurs, are more prone to bias and less likely to
admit their bias. Genesove and Mayer (2001) find that sellers tie their determination of the asking price to the original
purchase price. Their study goes further by showing that anchors can be employed to frame the negotiation and induce
the end result. In bust markets, houses may sell at lower than sellers’ asking price, indicating that in negative framing,
negotiators are less likely to concede.
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In M&A research, the target’s objective is to seek the highest possible price, and the highest

point of reference available at hand is the recent peak price. Similar to the case of the real es-

tate market, the target’s management team can employ framing to justify the selling price to their

shareholders. If an offer price is perceived as a gain relative to the recent peak price, the target’s

management can induce their shareholders to accept the deal. As for the bidder, they may point

to the recent peak price to reason with their own investors that if it was possible for the target to

reach that level in the past, then they can repeat that in the future. As reflected in Kahneman (1992),

the target may have a biased judgment of fairness, and the bidder, in appreciation of this, may use

recent peak prices to estimate the minimum offer that the target may consider as fair. The bidder

lacking information needed for target valuation may also refer to recent peak prices to obtain an

estimation of the target.

2.2.3. Empirical studies on the effect of 52-week high prices on M&A premia

Baker et al. (2012) is the first to propose the possible impact of reference points on M&A price

settings. They suggest that the 52-week high price can be the recent peak price used as a reference

point. It is commonly reported in publications and in communications between management and

shareholders.12 Not only do they find a positive relationship between the level of the 52-week

high and the level of offers, but they also find that this is a diminishing marginal effect. The latter

provides support for the kink in the utility function of prospect theory, as further current prices

relative to the targets’ 52-week high have weaker impacts on the determination of offer price.

It is worth mentioning that, other than the 52-week high price, Baker et al. (2012) also examine

peak prices at different points in time. The more recent peak prices are positively correlated with

offer price at varying levels of impact, whereas peak prices further in the past than a year are weakly

correlated or not correlated at all. This finding is consistent with Neale and Bazerman (1992), who

suggest that almost all negotiations take multiple reference points into consideration. Baker et al.

(2012) do not state that the 52-week high price is the most salient reference point, but focus on it

12In a recent article in the Financial Times (on February 9, 2023) regarding Rothchild’s proposed bid to take the firm
private, it is stated that “People close to Concordia [the bidder] point out that the e48 per share offer price is a premium
of 15 per cent compared with Rothschild & Co shares’ all-time high in January 2022.” The recent stock price peak of the
target is an important reference point when target shareholders assess the attractiveness of an offer.
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for simplicity. There have been a few studies subsequent to Baker et al. (2012), and virtually all

exclusively use the 52-week high price. Besides the deal premia question, Baker et al. (2012) also

show the salience of 52-week high price by finding that it has a significant effect on varying aspects

of M&A activities, namely deal success, bidder’s post-announcement returns, and merger waves.

Along similar lines, Ang and Ismail (2015) show that not only the parties involved in deal

negotiation manifest anchoring bias, but also the market in anticipation of the deal. In particular,

they examine the effect of nearness to the 52-week high price on target’s announcement returns

over a 3-day event window. The 52-week high price in this case is considered in proximity to the

initial offer price, as opposed to the target’s current share price as in Baker et al. (2012). The results

show that the market’s response to an M&A announcement is positive when the initial offer is

in excess of the 52-week high. Furthermore, the study also finds that the market’s expectation of

the offer is driven by both rational and irrational channels. It also varies according to economic

conditions and merger waves. Ma et al. (2019) studies the impact of bidders’ reference points on

bidders’ announcement returns. As mentioned earlier, the position of a firm’s share price relative

to its 52-week high price may be indicative of its valuation level. Ma et al. (2019) find that bidders

gain lower abnormal returns when their share prices are overvalued, or in other words, closer to

their 52-week highs. This effect is reported to be stronger for private target deals, due to the added

uncertainty and volatility.

2.3. The complexity of CBA and the premia puzzle

Reflecting the importance of CBA in shaping the typical multinational corporation (MNC), a vo-

luminous literature has emerged in the last few decades investigating the factors influencing the

premia offered in CBA and how it impacts firm value (Harris and Ravenscraft, 1991; Chari et al.,

2010; Danbolt and Maciver, 2012; Erel et al., 2012). The literature suggests that the takeover premia

in CBA is influenced by a diverse range of factors, including (a) managerial incentives, such as man-

agers’ enhanced job security (Amihud and Lev, 1981), (b) national pride of acquiring targets based

in developed countries (Hope et al., 2011), (c) acquiring and target firms’ characteristics, such as

market access Doukas and Travlos (1988), industry affiliation (Denis et al., 2002), accounting qual-

12



ity (Bris and Cabolis, 2008), intangibility of assets (Chari et al., 2010), and previous takeover premia

decisions (Malhotra and Zhu, 2013), (d) deal-specific features (Eckbo, 2009; Eckbo et al., 2025), (e)

international taxation (Huizinga et al., 2012), and finally (f) exchange rate dynamics (Froot and

Stein, 1991; Baker et al., 2008; Erel et al., 2012). As predicted by agency theory, by entering for-

eign markets through M&A, managers can potentially increase their private benefits, including

power, prestige, perks, and the value of their compensation package to the detriment of sharehold-

ers’ wealth. Therefore, if managers are interested in maximizing their own benefits (i.e., the agency

motive), they could be prepared to pay high premia, higher than synergy value, to ensure that they

can acquire targets.

3. Data and Methodology

Our M&A sample (both CBA and domestic M&A) are retrieved from the Refinitiv (previously SDC

Thomson-ONE) database. We keep all M&A announced between January 1st 1991 and December

31st 2022, and apply several sample-selection criteria. First, the target firm is required to be listed

(public) in the equity market of the target firms’ country (all countries are shown in Appendix Table

(A)). In turn, the bidding firm is required to be either a listed firm in the equity market of the bidding

firms’ country, or a private, or a subsidiary firm, the country of which is also shown in Appendix

Table (A). Second, we require the value of the deal, and the market capitalization of the target firm

(and also the bidding firm, if listed) at 30 calendar days prior to the M&A announcement, to exceed

$1 million. Third, the target firm’s share prices must be available from the Datastream database from

365 calendar days prior to the deal’s announcement date to 20 days after, to allow us to calculate the

52-week target share price peaks (reference points) and the target firm’s Cumulative Abnormal Re-

turns (CAR). Fourth, for deals announced by listed bidders, we also require the prices of the bidder

to be available from the Datastream database (over the window from t− 365 calendar days to t− 31

and around the deal’s announcement date) to allow for the calculation of the bidder CAR. Fifth,

we exclude deals classified as: spin off, recapitalization, self tender, exchange offer, repurchase, re-

structuring, leveraged buyout, liquidation, acquisitions by- or of- firms in the government sector,

bankruptcy, going-private, and reverse takeover. We also require the payment method to be avail-
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able, i.e., we exclude deals with the payment method being 100% unknown. Sixth, we require the

bidder to (a) own less than 20% of the target’s shares six months prior to the deal’s announcement,

and (b) seeks to own at least 50% of the target’s shares following the acquisition.13 After applying

these filters to our initial sample, our final sample covers 15,591 M&A, of which 3,217 (21%) are

CBA.

3.1. Measures of premia, reference-points, and announcement-period returns

We follow standard procedures in the literature to measure the premia and the 52-week highs (refer-

ence points). As in Baker et al. (2012), the 52-week high (52wHighi) is computed as the high target

stock price over the 52 weeks (335 calendar) days ending 31 calendar days prior to the announce-

ment date, expressed as the log percentage difference from the target stock price 30 calendar days

prior to the announcement date.14 Following the same source, we calculate the premia (Premiai) as

the log percentage difference between the Price Per Share (PPSi) from the Refinitiv database and

the target stock price 30 calendar days prior to the announcement date. As our main premia mea-

sure exhibits substantial variation, we follow Officer (2003) and exclude deals with premia levels

higher than 200% or lower than 0%.

Our measure of target or bidder announcement period Cumulative Abnormal Returns (CAR) is

calculated as in Brown and Warner (1980, 1985). We estimate CAR as the sum of the daily differences

between the company i’s (target or bidder) actual returns (Ri) and their corresponding expected

returns (E(Ri)) over the event-window (t − m, t + n) around the day of the deal’s announcement

day (t = 0), where m is the number of calendar days prior to the M&A announcement day and n is

the number of calendar days after the M&A announcement day. Actual returns are computed using

the company i’s return-to-index (dividends included) and expected returns are computed based on

the market model that is estimated from t − 365 to t − 31 calendar days prior to the announcement

date (t = 0). We compute the target CAR over 11-days (t − 5, t + 5) and 3-days (t − 1, t + 1)

13The sample includes some deals where pre-bid ownership data was missing. However, all bids were for at least a
50% stake and would thus result in a change in control.

14For robustness purposes, we also calculate the 13-week or 3-month (26-week or 6-month) [104-week or 24-month]
target firm share-price peak as the high target stock price over the 92 (182) [730] calendar days, ending one month or 31
calendar days prior to the announcement date expressed as the log percentage difference from the target stock price 30
calendar days prior to the announcement date.
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windows. For the bidder, the CAR is computed over a 5-day (t − 2, t + 2) window.

3.2. Descriptive statistics

The annual distribution of the sample is presented in Table (1). The overall M&A activity follows

a pro-cyclical pattern, with notable peaks in the late 1990s and in the mid-2000s and significant

declines in the aftermath of the dotcom bubble, the 2008 financial crisis, and the year of Covid-19

outbreak (2020). In our sample, about one in five deals (21%) is CBA, which is equivalent to the

percentages reported in previous studies (Chari et al., 2010; Barbopoulos and Sudarsanam, 2012;

Erel et al., 2012; Barbopoulos et al., 2018). In addition, more than half of the deals in our sample

(54%) are industry-focused. A large proportion of the deals in our sample (57%) are settled in cash,

with the remaining share roughly equally divided between full-stock payments (24%) and mixed

payments (19%). 62% of bidders in our sample are publicly traded firms, and the remaining are

roughly equally divided between private (18%) and subsidiary (20%) firms. It should also be noted

that the largest deals in our sample are around the late 1990s, just before the 2008 financial crisis,

and from 2015 onward (until the end of our sample period in 2022).

Table (1) also reports the annual distributions of the premia for all deals, as well as CBA and

domestic M&A separately. First, the premia offered to foreign targets is more than 3% higher com-

pared to domestic M&A (37.3% vs. 34.1%). The annual distribution shows that in 28 of 33 years

in our sample (85% of all), the yearly average premia offered to foreign targets exceed the corre-

sponding domestic targets. It is worth noting that the highest premia were offered around the late

1990s, before the 2008 financial crisis, and toward the end of our sample period, especially during

the Covid-19 outbreak year (2020). Figure (3) further shows that the time series average of the dif-

ference between PPSi (from Refinitiv) and 52wHighi is higher in CBA than in domestic M&A in

76% of the years (25 out of 33 years in our sample).

Table (3) presents our summary statistics for our main variables. Panel A presents summary

statistics for our main dependent and continuous independent variables. We find that the average

premia (Premiai) in our sample of all M&A is 34.74%, which is comparable to Baker et al. (2012).

The domestic M&A premia average 34.08%, while the CBA equivalent is 37.26%, with the differ-
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ence between the two (-3.18%) statistically significant at the 1% level. The premia offered in CBA

exhibit a higher variation, as depicted by the standard deviation of 25.97, compared to the equiva-

lent of 25.52 for the premia offered in domestic M&A. Similarly, the median of the premia offered in

CBA is 31.65%, significantly higher than that offered in domestic M&A of 28.77%. The differences

observed in the right-most column of Table (3) are predominantly statistically significant at the 1%

level. These findings emphasize the notably higher target CAR in CBA compared to domestic M&A,

along with larger target and bidder market capitalization, deal size, and relative deal size in CBA

vs. domestic M&A. Finally, Panel B reports the distribution of the premia by the bidding firm’s

industry. We find the highest premia offered in deals announced by bidders in the healthcare sector

(41.55%). In contrast, M&A announced by bidders in the real estate sector are associated with the

lowest offered premia (23.58%). These results are consistent across both CBA and domestic M&A.

4. Results and Discussion

We first assess whether the target firm’s domicile influences the likelihood of the offer price sur-

passing the 52-week high and, in turn, how this impacts the probability of deal withdrawal and

the speed of deal completion. Next, we conduct univariate and multivariate tests to examine the

effect of 52-week highs on the premia and target CAR. We later present the results of our piecewise

regression analysis to determine the ‘true’ size of the effect, which may be obscured by significant

outliers in the independent variable. We conclude this section by evaluating bidder gains.

4.1. Determinants of higher offer price relative to 52-week high and M&A outcomes

To understand the influence of target share price peaks (reference points) on the premia offered in

CBA vs. domestic deals, we examine and contrast their determinants. Before conducting formal

regression tests to unpack these relations, we plot the density of offer price vs. 52-week high, as

well as the time series difference between the offer price and 52-week high. Figure 1 shows that the

spikes at 52-week highs are marginally more pronounced in CBA than in domestic M&A, suggest-

ing a moderately stronger reliance of foreign bidders on 52-week high compared to domestic target

bidders. In turn, Figure 3 plots the annual differences between the offer price and the 52-week
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highs. The difference originating from CBA appears to be greater than the domestic equivalent.

The formal regression results are reported in Table (4). First, we find that in CBA the likelihood

of the offer price exceeding the 52-week high is approximately 12% higher than in domestic M&A

(Columns 1 and 2). Second, we find that in CBA, listed bidders are significantly more likely to rely

on the target 52-week high (Column 3). This suggests that the factors influencing the premia offered

in CBA by listed bidders extend beyond well-known factors such as financial flexibility, competitive

pressures, market expectations, and hubris, to also include the psychological impact of reference

points. We further show that the offer price exceeding the 52-week high significantly reduces the

likelihood of deal withdrawal (Columns 4-6), and this effect is more pronounced when the bidder

is a listed firm. Finally, we show that the time required to complete a deal is inversely related to

the offer price exceeding the 52-week high. Specifically, in CBA, when the offer price is below the

52-week high (O f f eri ≤ 52wHighi), the time to completion is longer. In contrast, when the offer

price exceeds the 52-week high (O f f eri > 52wHighi), the completion time is significantly reduced.

The above results provide strong indication of the likelihood that, and the effect of, the offer price

exceeding the 52-week high are different in domestic and CBA, giving an early suggestion that the

merger premia and the stock market reaction may similarly be affected differently.

4.2. How does the target 52-week high affect premia?

In this section, we formally examine the influence of target 52-week peaks (52wHighi) on the dis-

tribution of premia offered in CBA vs. domestic M&A, using both univariate and multivariate

approaches. First, we conduct a univariate analysis by categorizing deals based on the level of the

52-week high, the bidder’s listing status, the method of payment, and the deal’s industrial diversi-

fication. We then enhance this analysis using a multivariate framework, which enables us to control

for potential confounding effects from key variables that are known to affect M&A premia.

4.2.1. Univariate tests

Table (5) presents our results from the univariate analysis of Premiai. Consistent with previous

studies (Harris and Ravenscraft, 1991; Moeller and Schlingemann, 2005; Barbopoulos et al., 2012),
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our initial tests indicate that the average premia is significantly higher in CBA than in domestic

M&A (Panel A), with a mean ‘CBA effect’ of 3.18% (significant at the 1% level). Is this higher

premia for foreign targets driven by a particular type of bidder or deal characteristic? To explore

this, we segment our sample based on four firm- and deal-specific characteristics and repeat the

univariate tests. In Panel B, we divide the sample into three equal groups based on the target’s

52-week high. Across all categories (low, medium, and high), premia in foreign-target deals remain

significantly higher than in domestic deals, by 2.15%, 2.36%, and 5.19%, respectively. Notably, the

‘CBA effect’ is twice as large in the high group compared to the remaining two, highlighting the

disproportional influence of reference points in shaping premia in CBA vs. domestic deals in the

high group. Additionally, the differential effect between the low and high 52-week high groups is

over 3% greater in CBA than in domestic M&A (19.90% vs. 22.94%).

We further demonstrate that foreign targets receive significantly higher premia when acquired

by listed rather than private or subsidiary bidders (Panel C). Specifically, listed bidders offer 4.35%

higher premia for foreign targets compared to domestic ones, a difference that is significant at the

1% level. This finding aligns with our earlier discussion in Section 4.1, where we showed that

the likelihood of the offer price exceeding the 52-week high is significantly greater in CBA deals

announced by listed bidders. In Panel D, we find that bidders in stock-settled deals offer higher

premia (in absolute terms) for both domestic and foreign targets compared to deals settled in cash

or mixed-payment. Moreover, even within stock-settled M&A, premia remain higher in CBA than

in domestic deals. Lastly, both focused and diversifying deals are associated with higher premia in

CBA compared to domestic M&A (Panel E). These results align with the broader literature, which

consistently reports similar findings for the influence of firm and bid characteristics on bid premia

(for a comprehensive review, see (Eckbo, 2009)).

4.2.2. Evidence from multivariate analysis

We estimate the following regression:

Premiai = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + ε i (1)
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where Premiai is our primary measure of premia, defined in Section (3.1). 52wHighi is the target

firm’s share price 52-week high and CBAi is a cross-border acquisition indicator, both defined in

Appendix Table (B). The control variables, Xi, capture various deal- and firm-specific characteristics,

including bidder listing status, method of payment, and whether the deal is diversifying. We also

account for whether the bidder operates in the financial sector or whether it is a high technology

firm, target firm share price volatility, equity value relative to sales or cash flows, and the number

of financial advisors involved on both sides. We control for the level of the World Uncertainty

Index and exchange rate volatility. Different fixed effects are also used across different regression

specifications to control for distinct sources of unobserved heterogeneity. Time fixed effects are used

to capture common temporal shocks, such as macroeconomic or policy changes, that influence all

firms simultaneously. In addition, we include bidder and target country fixed effects to account for

unobserved heterogeneity across countries. Combining them allows testing the robustness of our

findings under varying identification assumptions.

Table (6) presents our results. Consistent with previous literature, we find that target firms in

CBA receive significantly higher premia (nearly 4% more) than in domestic M&A, as indicated by

the highly significant β̂1 coefficient in Column (1). This result remains robust even after controlling

for firm and deal characteristics (Column 10). Column (2) provides the first multivariate evidence

that the 52-week high is positively associated with higher premia. The coefficient β̂2 is 0.204 and

significant at the 1% level, suggesting that a 10% increase in the 52-week high corresponds to an

approximate 2% rise in premia. While this finding applies to both CBA and domestic M&A, it

aligns with prior research on US domestic M&A (Baker et al., 2012).

Column (3) jointly examines the effects of CBA and the 52-week high, while Column (4) in-

troduces their interaction. The results show that in CBA, a 10% increase in the 52-week high con-

tributes approximately 0.27% more to the premia than in domestic deals (and 0.43% in Column 8).

This is consistent with our univariate results, which indicate: (a) a stronger differential effect of

CBA deals in the high 52-week high segment and (b) higher HML 52-week high premia in CBA

than in domestic deals. The significant interaction between CBA and the 52-week high remains ro-

bust across various controls and fixed effects (Columns 5-9) and holds under alternative definitions
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of reference points and premia.

Lastly, Internet Appendices I and II offer additional support for our main findings by present-

ing an analysis of target CAR. The results from this analysis are closely aligned with our baseline

results, reinforcing the robustness of our conclusions. Likewise, the findings reported in Internet

Appendices III, IV, and V provide further validation by examining the impact of reference points

over alternative time horizons (3 months, 6 months, and 2 years) demonstrating the consistency of

our results across different temporal benchmarks.

4.2.3. Evidence from piecewise linear regressions

The simple linear specification (1) is likely to contaminate the ‘true’ size of the 52-week high effect

due to potentially large outliers in the independent variable, even when the 52wHighi is winsorized

at 1% and 99%. To address this, we partition the 52wHighi into three segments and estimate piece-

wise linear regressions. Specifically, we estimate the following piecewise linear regression:

Premiai = α + β1CBAi +
4

∑
j=2

β jPWj,i +
7

∑
j=5

β j

(
CBAi × PWj,i

)
+

k

∑
j=8

β jXj,i + ε i (2)

where Premiai is our primary measure of premia, defined in Section (3.1). Following Baker et al.

(2012), the piecewise segment PW1,i is min(52wHighi, 25) (capturing deals where the share price is

within 25% below the 52wHighi), the piecewise segment PW2,i is max(0, min(52wHighi − 25, 50)),

and the piecewise segment PW3,i is max(52wHighi − 75, 0). The control variables, Xj,i, include sev-

eral deal and firm characteristics, as in the multivariate analysis in Section 4.2.2. Time fixed effects

are also employed to account for common temporal shocks that affect all firms simultaneously.

Table (7) presents our results. Column (1) shows that while the effect of the 52-week high on

premia remains highly significant, its magnitude diminishes as we move further from the 52-week

high. Specifically, the coefficient decreases from 0.456 for prices within 25% below the 52-week

high to 0.215 in the 25%-50% segment and further to 0.114 for prices more than 75% below the

52-week high. This suggests that as the current price moves further from the 52-week high, the

perceived marginal loss diminishes, aligning with the S-shaped value function of prospect theory.

In Column (2), we introduce the CBA indicator, which confirms that foreign targets receive 3.654%
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higher premia. The piecewise coefficients remain similar to those in Column (1), reinforcing the

robustness of the findings. Column (3) incorporates interaction terms between PWj, i and the CBA

indicator. Notably, our results indicate that the 52-week high has a significantly greater impact on

premia in CBA than in domestic acquisitions, particularly in the 25%-50% region. This differs from

the findings for the first region (below 25%), as reported in Column (1) and in Baker et al. (2012). For

both small and large reference prices (Piecewise1,i and Piecewise3,i), the interaction effect between

CBA and the 52-week high is insignificant. This suggests that investors and boards rely more on

reference points when negotiating CBA premia. Finally, the significant effect of reference prices

in the 25%-50% range on CBA premia remains robust to various controls and time fixed effects

(Column 4). The results also hold under alternative definitions of reference points and premia,

reinforcing their reliability.

To further examine how the 52-week high affects premia across different reference price seg-

ments, we run separate regressions for domestic (Columns 5-6) and CBA (Columns 7-8) deals. In

Column (5), we show that for domestic M&A, the piecewise coefficients decrease from 0.469 for

reference prices below 25% of the 52-week high to 0.193 (a 59% drop) in the 25%-50% segment and

further to 0.118 (a 39% drop) for prices above 75%. Column (6) confirms a similar pattern after in-

cluding additional controls and time fixed effects. Notably, for CBA deals, Column (7) shows that

the piecewise coefficients decrease from 0.427 for reference prices below 25% of the 52-week high to

0.301 (only a 30% drop) in the 25%-50% segment, then further to 0.092 (a 69% drop) for prices above

75%. Column (8) confirms this evidence after we include several control factors and time fixed

effects. This suggests a key difference in the role of 52-week high on the bid premia in domestic

vs. CBA. In domestic M&A, the most significant drop occurs between segments 1 and 2, whereas

in CBA, it occurs between segments 2 and 3. Figure (3) visually highlights this pattern, making

the differences particularly evident. Again, this suggests that investors and boards rely more on

reference points when negotiating CBA premia rather than premia for domestic M&A.
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4.2.4. What is the role of firm and deal characteristics?

We next examine whether the differential effect of the 52-week high on premia in CBA vs. domestic

M&A varies based on the geographical location of the merging firms, the economic development

level of the bidder and target countries, the bidder’s M&A experience, the method of payment, and

the bidder’s listing status. Specifically, we estimate equation (1) across 21 different sub-samples,

in addition to the full sample (Row 1), with results presented in Table (8). Control variables are in-

cluded to account for various deal and firm characteristics, consistent with the multivariate analysis

presented in Section (4.2.2). Time fixed effects are included to capture common temporal shocks.

Row (1) replicates the results from Column (5) of Table (6), confirming the positive differential ef-

fect of the 52-week high on premia for foreign vs. domestic targets. The next four rows reveal that

this effect is primarily driven by deals where both the bidder and target are located outside the

US. Notably, in Rows (2) and (4), where we analyze US bidder and US target deals separately, the

coefficient β̂3 is statistically insignificant. This may be due to intense competition in the US market,

regardless of the bidding firm’s domicile, which could diminish the distinguishable (and positive)

reference point effect between CBA and domestic M&A. In contrast, Rows (3) and (5) show that

the overall effect of the 52-week high on premia is primarily influenced by deals where the bidder

and/or the target are located outside the US.15

Next, we estimate regressions based on the economic development level of the bidder and

target countries. Following Chari et al. (2010), we classify countries as developed (DM) or emerging

(EM) using the World Bank Economic Development Indicators. Our results, presented in Rows (6)

and (8), indicate that the differential effect of the 52-week high on premia for foreign vs. domestic

targets is more pronounced when both bidders and targets are based in developed markets rather

than emerging ones. In contrast, Rows (7) and (9) show an insignificant or even the opposite effect

(marginally significant) for emerging markets. This suggests that when bidders and targets operate

outside the US but within a developed market, investors and boards place greater emphasis on the

52-week high when bidding for foreign vs. domestic targets.

15Notably, the coefficients β̂3 in Rows (3) and (5) are significantly larger in magnitude, compared to the same coefficient
in Row (1) (0.0530 and 0.0431 in Rows (3) and (5) respectively, compared to 0.0314 in Row (1)).
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Next we ask the following question: to what extent does a bidder’s experience in acquiring

targets (domestic or foreign) account for the positive differential effect of reference point on CBA

vs. domestic target premia? We expect experienced bidders to be more reliant on simplifying as-

sumptions as a starting point when deciding on the offer price. With less acquisition experience or

a first-time acquirer, particularly in CBA where the valuation risks can be severe, may expend more

time and effort in considering and negotiating offer terms, consistent with Barbopoulos et al. (2018).

In contrast, a frequent acquirer may learn from experience what offer price relative to recent past

target company share price may be required to obtain support from the target company board and

to persuade target shareholders to accept the offer, and may use the 52-week high as a simplifying

heuristic to speed up the negotiations. To test this, we build indicator variables that account for

the M&A experience of the bidding firm overall, only in domestic deals and only in CBA in the

three-year period prior to the date of the bid announcement.16

Results in Row (10) show that the interaction effect between 52wHighi and the CBA indicator

among frequent bidders, captured by the coefficient β̂3, is positive (0.0719) and highly significant.

This suggests that the influence of reference points on CBA premia is largely driven by frequent

bidders, who are more likely to exhibit the psychological distortions discussed earlier. The remain-

ing results in Rows (11 to 22) of Table (8) indicate that the positive differential effect of reference

points on CBA vs. domestic M&A premia is not driven by a particular method of payment but

rather by non-mixed payments (Raw 16). In addition, Rows (17) and (21) show that listed bid-

ders or non-private -listed and subsidiary- bidders are more likely to rely on reference points when

determining premia in CBA compared to domestic M&A. This finding aligns with our key result,

established earlier in the paper: listed bidders are more inclined to structure offers around the 52-

week high, leading to a higher likelihood of deal completion at a faster pace. Consequently, these

bidders tend to place greater emphasis on the 52-week high when negotiating bid premia. Lastly,

results presented in Row (23) are the outcome from replicating the main finding of Smith et al.

(2019), adhering to their sample selection criteria as partly discussed in our footnote 6. As in this

study, we include the same fixed effects (year and target country) and cluster standard errors in

16The analysis in this section is based on deals by listed bidders, for which we can obtain information on prior acqui-
sition experience. Results are consistent using a five-year period for capturing prior acquisition experience.

23



the same frequency (month). Consistent with Smith et al. (2019), we find an inverse relationship

(coefficient of -0.019, yet statistical insignificant), suggesting that foreign bidders are less dependent

on 52-week highs compared to domestic bidders.

Additional robustness tests provide further evidence of the differential effect of the 52-week

high on the premia offered in CBA vs. domestic M&A. Specifically, we divide the sample into either

two equal segments (each comprising 50% of the sample) or three equal segments (each comprising

33.3% of the sample) to construct an indicator variable (HighIndex). This variable is defined such

that HighIndex = x > 50% for the two-segment partition, or HighIndex = x > 66.7% for the

three-segment partition. Here, x represents key characteristics of the deal or merging firms, such as

deal value, the target or bidder market capitalization (measured 30 calendar days prior to the M&A

announcement), deal relative size, target firm volatility, inverse price, target firm sales or cash flows,

and the World Uncertainty Index. We estimate the following regression model:

Premiai = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+ β4

(
CBAi × 52wHighi × HighIndexi

)
+ β5HighIndexi +

k

∑
j=6

β jXj,i + ε i (3)

where Premiai is our primary measure of acquisition premia, as defined in Section (3.1). CBAi is

a cross-border acquisition indicator, and 52wHighi represents the target firm’s 52-week high share

price, with both variables defined in Appendix Table (B). The indicator variable HighIndexi, defined

above, captures firm- or deal-level characteristics used to segment the sample. The control variables

Xj,i include a range of deal and firm characteristics, consistent with the multivariate analysis in

Section 4.2.2. Time fixed effects are also included to capture common temporal shocks, such as

macroeconomic or policy changes, that influence all firms in a given period. Our results are reported

in Table (9), Panels A and B for two and three segment splits, respectively.

We find that the positive differential effect of the 52-week high on premia is more pronounced

in larger deals (Column 1), in transactions involving larger target firms (Column 2), and in deals

with more profitable targets, based on their cash flow (Column 7). We argue that this pattern may

stem from the increased complexity of valuing larger targets, which often leads to greater valua-

tion disagreement between the boards and a stronger need to gain shareholder approval. In such
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settings, bidders may lean more heavily on salient reference points, such as the 52-week high, to

streamline the valuation process and facilitate deal closure. In contrast, when target shares exhibit

higher levels of volatility, bidders appear less inclined to rely more heavily on reference points in

CBA (relative to domestic deals). This may reflect a lack of trust in volatile price signals and the

expectation that target shareholders are unlikely to demand adherence to reference points such as

the 52-week high when forming their price expectations.

Overall, our robustness tests provide strong supporting evidence that several deal- and firm-

level characteristics influence the extent to which bidders rely on the 52-week high, leading to vari-

ation in the differential effect of reference points on premia offered to CBA vs. domestic M&A.

Ultimately, both bidder and target boards, as well as the target shareholders who ultimately ap-

prove the deal, appear to adjust their strategies and expectations in response to these underlying

deal and firm features.

4.3. The role of exchange rate volatility

A substantial body of literature indicates that foreign bidders gain a purchasing advantage when

their home currency is stronger compared to that of the host country (Froot and Stein, 1991; Baker

et al., 2008; Erel et al., 2012). These studies suggest that heightened exchange rate volatility typically

results in fewer CBA, largely due to increased valuation risk. Currency fluctuations introduce an

extra layer of valuation uncertainty for bidders, which, alongside the greater valuation uncertainty

of foreign assets vs. domestic ones, may elevate the importance of reference points for bidders.

Similarly, target firms may leverage reference prices as negotiation anchors. Exchange rate volatility

can reduce the bidder’s ability to negotiate for a lower price, leading targets to demand higher

premia. As a result, we expect that, during periods of high exchange rate volatility, reference points

will play a more significant role in determining CBA (compared to domestic deals) premia. Our

findings from this analysis are presented in Table 10. We have used different fixed effects across

different regression specifications to control for distinct sources of unobserved heterogeneity. Time

fixed effects are included to capture common temporal shocks. In addition, we include bidder and

target country fixed effects to account for unobserved heterogeneity across countries.
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We find that premia rise with exchange rate volatility (Column 1). Furthermore, when con-

sidering the interaction of exchange rate volatility levels with reference points, we observe that

the highest CBA premia (relative to domestic ones) occur under conditions of high exchange rate

volatility (Columns 5-11). It is noteworthy that the interaction between low or medium exchange

rate volatility and reference points remains statistically insignificant (Columns 3 and 4). Addition-

ally, across Columns (5)-(11), the coefficient β̂4 is statistically significant, highlighting the relative

importance of high exchange rate volatility (ERV).

5. Bidders’ announcement returns

So far, our results demonstrate a strong relationship between the 52-week high and the premia,

which is more pronounced in CBA than in domestic M&A. This raises an important question: how

do bidders’ shareholders respond to management’s decision to pay higher prices—exceeding the

52-week high—in CBA compared to domestic M&A? Put differently, how do bidder shareholders

react to the announcement of premia offered in CBA vs. domestic M&A, particularly the portion

of the offer influenced by the target’s 52-week high? To address this, we estimate the following

regression:

BCARi = α + β1Premiai + β2CBAi + β3

(
Premiai × CBAi

)
+

k

∑
j=4

β jXj,i + ε i (4)

where BCARi represents the cumulative abnormal returns (CAR) for listed bidders over a five-day

window from t − 2 to t + 2, with t = 0 marking the deal announcement day, as defined in Section

(3.1). Premiai is our primary measure of premia, defined in Section (3.1), while CBAi is an indica-

tor for cross-border acquisitions, defined in Appendix Table (B). The control variables, Xi, account

for various deal- and firm-specific characteristics, including the method of payment and whether

the deal is diversifying. We also control for whether the bidder operates in the financial sector or

whether it is a high technology firm, target firm share price volatility, equity value relative to sales

or cash flows, and the number of financial advisors involved on both sides. Additionally, we have

used different fixed effects across different regression specifications to control for distinct sources of

unobserved heterogeneity. Time fixed effects are employed to account for common temporal shocks

that affect all firms simultaneously. In addition, we include bidder country fixed effects to account
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for unobserved heterogeneity in bidder country. Our results are reported in Table (11).

Column (1) shows that bidders’ shareholders react more negatively as premia increase. Specifi-

cally, a 10% rise in premia is associated with a 0.14% decrease in the bidder’s announcement returns.

While this effect is relatively small and not necessarily indicative of overpayment, the more com-

pelling aspect of our analysis is how shareholders respond to the portion of premia influenced by

the 52-week high. To investigate this, we instrument premia using the 52-week high and run instru-

mental variable (IV) regressions to assess how bidders react to the component of premia driven by

this reference point (52-week high). Column (2) reveals that shareholders react five times more neg-

atively compared to the OLS regression in Column (1): a 10% increase in the instrumented premia

leads to a 0.71% lower bidder announcement returns. This effect is substantial relative to the uncon-

ditional mean announcement effect of -0.53% (with a median of -0.46% and a standard deviation of

7.50%, shown in Table 3). These findings suggest that, from the market’s perspective, the 52-week

high serves as a signal of potential overpayment rather than synergies, reinforcing concerns that

managers may be influenced by psychological huristics when setting bid prices.

In Column (3), we introduce the foreign target acquisition effect and find that bidders expe-

rience significant losses from CBA deals compared to domestic M&A. The coefficient (coefficient

β̂2 = −0.50%, significant at the 10% level), aligning with findings from prior studies (Harris and

Ravenscraft, 1991; Danbolt, 2004; Moeller and Schlingemann, 2005; Barbopoulos et al., 2018). Col-

umn (6) extends this analysis by incorporating an interaction term between the CBA dummy and

the instrumented premia, allowing us to assess whether the negative market reaction intensifies

when higher premia (instrumented by the 52-week high) are paid in CBA deals. The significant (at

5% level) negative coefficient of -0.0451 shows that it does. Notably, this result is consistent with

our main findings: from the analysis of determinants of offer price exceeding the 52-week high,

where listed bidders emerged as key drivers, to this section, which shows that such bidders suffer

significant losses due to potential overpayment.
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5.1. Robustness tests on the role of 52-week high on bidder returns

Next, we investigate the relationship between the instrument used in the bidder CAR analysis, the

52-week high, and bidder announcement returns. To do so, we estimate the following regression:

BCARi = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + ε i (5)

where BCARi is the cumulative abnormal returns (CAR) for listed bidders over a five-day window

from t − 2 to t + 2, with t = 0 marking the deal announcement day, as defined in Section (3.1). CBAi

is an indicator for cross-border acquisitions, while 52wHighi denotes the target firm’s 52-week high,

both defined in Appendix Table (B). The control variables, Xi, account for various deal- and firm-

specific characteristics, including the method of payment and whether the deal is diversifying. We

also control for whether the bidder operates in the financial sector or whether it is a high technology

firm, target firm share price volatility, equity value relative to sales or cash flows, and the number of

financial advisors involved on both sides. Additionally, we incorporate time fixed effects to capture

common temporal shocks, such as macroeconomic or policy changes, that influence all firms in a

given period. Our results are reported in Table (12).

We examine this relationship across multiple sub-samples, categorized by the geographical lo-

cation of the merging firms, the economic development level of the bidder and target countries,

the bidder’s acquisition experience, and the method of payment. Specifically, we estimate equation

(5) across 15 sub-samples, in addition to the full sample (Row 1), with results presented in Table

(12). Row (1) confirms a negative relationship between the bidder CAR and the interaction between

CBA and the instrumented premia (shown in Column (6) of Table 11). Specifically, the coefficient

β̂3 = −0.0127 (significant at the 5% level) suggests that foreign bidders experience greater losses

when they rely on the 52-week high, compared to their domestic counterparts. Interestingly, we

observe a negative differential effect of the 52-week high on bidder CAR in CBA vs. domestic M&A

deals involving US bidders or targets (Rows 2 and 4). When we contrast these findings with those

reported in Table 8 and discussed in Section (4.2.4), a consistent pattern emerges: deals associated

with higher premia that is driven by heavy reliance on reference points (our instrument) tend to

result in greater value losses for the bidding firm’s shareholders. A similar pattern is observed in
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deals involving both bidders and targets from developed markets (Rows 6 and 8), as well as in

transactions announced by frequent bidders (Row 10). Lastly, our findings indicate that foreign

bidders in cash-settled deals (Row 11), as well as those in non-stock-settled deals (Row 14), experi-

ence increased losses as the 52-week high (reference point) rises. Overall, bidders that rely heavily

on reference points (52-week high) when designing their offer premia tend to experience significant

losses, likely driven by overpayment.

6. Conclusion

Using a global dataset of cross-border mergers and acquisitions (CBA) and domestic M&A, we

examine whether acquisition premia in CBA are more strongly influenced by recent stock price

peaks of target firms (reference points) than in domestic M&A. We argue that the boards of merging

firms, particularly in CBA deals, rely more heavily on these recent peaks to simplify the inherently

complex process of valuing and negotiating with foreign targets. While cognitively efficient, this

reliance often results in overpayment and subsequent value destruction for bidding firms.

Our results demonstrate that the well-established finding that foreign targets receive higher

premia (Harris and Ravenscraft, 1991) is driven in part by anchoring to recent share price peaks.

This indicates that both the boards of acquiring firms and, importantly, the target shareholders

who ultimately approve the deal incorporate recent stock price highs into their decision making.

Consistent with the predictions of prospect theory (Tversky and Kahneman, 1974; Kahneman and

Tversky, 1979), decision makers tend to evaluate investment outcomes as gains or losses relative to

a reference point that is often derived from arbitrary or psychologically salient benchmarks rather

than objective valuations. Moreover, we find that shareholders of bidding firms are significantly

more disappointed when management relies heavily on historical reference points, such as the 52-

week high, in the context of CBA. This reliance results in considerably larger bidder losses at the

deal announcement in CBA compared to domestic M&A, highlighting the market’s concern over

potential overpayment and value destruction.

We also investigate whether the above heuristic is further related to several deal and merging

firms’ features, such as the geographical location of bidders and targets, the economic development
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of the country where bidders and targets are based, the experience of bidders in making deals of

foreign or domestic targets, the listing status of the bidder, the deal’s method of payment, and the

exchange rate volatility. We find strong supporting evidence that several deal- and firm-level char-

acteristics influence the extent to which bidders rely on the 52-week high, leading to variation in

the differential effect of reference points on premia offered to CBA vs. domestic M&A, ultimately

impacting bidder gains. These findings are robust to the inclusion of various controls and fixed

effects, and remains qualitatively similar to alternative ways of defining reference points and pre-

mia. Overall, our findings suggest that merging firms’ boards, especially those engaged in CBA,

rely on reference points or anchors to simplify the complex tasks of valuation of, and negotiation

with, foreign targets.
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Figure 1: Offer price density
This figure presents histograms of the difference between the offer price (obtained from Refinitiv) and the target’s 52-
week high price (the high stock price over the 335 calendar days ending 31 days prior to the announcement date),
both expressed as a log percentage difference from the target’s stock price 30 calendar days prior to the announcement
date. Panel (a) represents the histogram of All M&A, (b) Domestic M&A only, and (c) CBA only.
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Figure 2: Piecewise-regression coefficients

This figure plots the piecewise-regression coefficients β̂2, β̂3, and β̂4 obtained from estimating the following regression:

Premiai = α + β1CBAi +
4

∑
j=2

β jPWj,i +
7

∑
j=5

β j

(
CBAi × PWj,i

)
+

k

∑
j=8

β jXj,i + εi

The orange line corresponds to coefficients obtained from estimating the above regression in a domestic M&A sam-
ple (DOM) while the gray line corresponds to to coefficients obtained from estimating the same regression in a for-
eign M&A sample (CBA). β(2) is the coefficient β̂2 of PW1,j in the above regression, β(3) is the coefficient β̂3 of PW2,j,
and β(4) is the coefficient β̂4 of PW5,j in the same regression. All coefficient estimates are presented in Table (7), in
Columns (6 and 8) for domestic M&A and CBA, respectively.
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Figure 3: Yearly average differences between the offer prices and the target’s 52-week highs

This figure plots yearly average-differences between the offer price (Price Per Share or PPS from Refinitiv) and the 52-
week high of target shares (52wHighi), both expressed as a log percentage difference from the target’s stock price 30
calendar days prior to the announcement date.
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Table 1: Annual distribution of sample

This table presents the annual distribution of our sample. All represents all M&A deals; Dom. represents domestic
deals where both the bidder and target firms are based in the same country; CBA represents deals where the bidder
and target firms are based in different countries; Focused represents deals in which the bidder and the target are in
the same industry, that is, they share the same two-digit SIC code; Cash represents deals settled fully in cash; Stock
corresponds to deals settled fully in stock; Private (Listed) represents deals of private (listed) bidders; Deal Value is
the deal’s transaction value (in $m); Premia All is the offer price from Refinitiv expressed as a log percentage differ-
ence from the target stock price 30 trading days prior to the announcement date; similarly Premia Dom. (Premia CBA)
refers to premia offered in domestic (CBA) deals. All variables are defined in the Appendix Table (B).

Deal Premia Premia Premia
Year All Dom. CBA Focused Cash Stock Private Listed Value All Dom. CBA

1990 58 50 8 30 29 11 12 35 990 39.8 39.0 45.3
1991 153 138 15 80 49 65 16 122 353 43.2 43.0 44.5
1992 126 114 12 59 43 62 16 92 268 39.4 38.8 44.9
1993 159 143 16 78 65 55 21 119 404 40.2 40.6 36.4
1994 265 239 26 102 107 117 33 222 412 34.8 34.6 36.6
1995 390 352 38 164 155 148 39 299 666 34.7 34.7 34.3
1996 411 370 41 176 139 166 47 322 639 34.6 34.1 39.4
1997 567 491 76 254 181 229 60 446 769 32.5 31.8 36.6
1998 704 603 101 324 297 255 100 530 1,358 36.2 36.2 36.2
1999 937 761 176 484 456 276 147 656 1,309 37.7 36.8 41.8
2000 796 639 157 437 392 236 151 551 1,388 37.1 35.8 42.7
2001 550 453 97 272 255 156 79 401 732 41.1 41.5 39.1
2002 400 338 62 211 218 96 80 257 549 36.5 36.9 34.7
2003 462 390 72 259 254 108 117 271 736 34.4 33.8 37.9
2004 408 342 66 200 202 105 59 294 1,563 28.4 28.2 29.5
2005 527 431 96 287 310 106 97 343 1,589 28.2 27.9 29.5
2006 725 562 163 424 470 125 153 411 1,934 26.7 25.5 30.8
2007 771 558 213 434 498 126 150 429 2,307 29.8 29.6 30.4
2008 520 387 133 287 375 77 101 288 1,331 39.2 37.5 44.1
2009 451 357 94 248 253 130 91 274 975 46.5 45.1 51.8
2010 556 420 136 306 374 99 104 322 952 38.4 37.5 41.1
2011 481 372 109 286 319 80 79 234 1,129 33.4 32.8 35.3
2012 488 378 110 274 344 79 110 249 845 35.2 34.2 38.5
2013 403 316 87 210 271 61 86 216 1,080 33.9 33.9 34.1
2014 430 319 111 231 252 91 78 267 2,491 30.7 30.6 30.9
2015 512 371 141 280 302 93 80 318 3,145 31.5 29.6 36.6
2016 501 359 142 301 349 84 97 271 2,164 35.8 35.2 37.4
2017 475 343 132 276 324 83 94 251 2,375 29.2 28.0 32.2
2018 468 359 109 275 292 91 74 262 2,100 29.9 28.3 35.4
2019 475 333 142 281 311 92 77 243 2,450 33.2 31.5 37.1
2020 413 319 94 256 277 87 88 197 1,828 41.0 40.0 44.3
2021 553 417 136 343 370 98 107 267 2,082 32.9 31.8 36.3
2022 456 350 106 313 324 76 101 215 2,009 39.4 38.0 43.9

Total 15,591 12,374 3,217 8,442 8,857 3,763 2,744 9,674 - - - -
% - 79% 21% 54% 57% 24% 18% 62% - - - -

Average - - - - - - - - 1,361 34.7 34.1 37.3
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Table 5: Univariate tests on the impact of target domicile and reference points on premia

This table reports univariate results on the impact of CBA vs. domestic target M&As on Premiai for all deals (Panel
A), and for deals sorted by the target firm’s reference point (Panel B), the bidder listing status (Panel C), the deal’s
method of payment (Panel D), and the deal’s industry diversification (Panel E). The Premiai is the offer price from
Refinitiv expressed as the log percentage difference from the target stock price 30 calendar days prior to the deal’s an-
nouncement date. All represents all M&A deals; Domestic represents deals where both the acquirer and target firms
are based in the same country; CBA represents deals where the acquirer and target firms are based in different coun-
tries. Diff. presents the difference between the premia offered in CBA vs. Domestic target M&A. All variables are
defined in Appendix Table (B). t-statistics are presented in parentheses. ***, **, and * denote statistical significance at
the 1%, 5%, and 10% levels, respectively.

All Domestic CBA Domestic vs CBA

Panel A: All M&A
All Mean 34.73*** 34.08*** 37.26*** 3.18***

t-stat (169.13) (148.55) (81.39) (6.27)
N 15,591 12,374 3,217

Panel B: All M&A by Reference Point (Tertiles)
Low Mean 25.54*** 25.09*** 27.25*** 2.15***

t-stat (103.12) (91.76) (47.39) (3.54)
N 5,335 4,225 1,110

Medium Mean 33.43*** 32.95*** 35.32*** 2.36***
t-stat (112.4) (97.97) (55.84) (3.31)
N 5,318 4,233 1,085

High Mean 46.07*** 44.99*** 50.19*** 5.19***
t-stat (102.66) (89.41) (51.16) (4.71)
N 4,938 3,916 1,022

High vs Low Mean 20.53*** 19.90*** 22.94***
t-stat (40.84) (35.44) (20.56)

Panel C: All M&A by Acquirer Listing Status
Private Mean 32.48*** 32.24*** 33.57*** 1.32

t-stat (65.97) (59.38) (28.72) (1.04)
N 2,744 2,244 500

Listed Mean 35.50*** 34.61*** 38.96*** 4.35***
t-stat (133.51) (116.01) (67.11) (6.67)
N 9,674 7,681 1,993

Subsidiary Mean 34.33*** 34.10*** 35.12*** 1.02
t-stat (81.44) (72.81) (36.94) (1.02)
N 3,173 2,449 724

Panel D: All M&A by Method of Payment
Cash Mean 34.72*** 33.97*** 36.84*** 2.87***

t-stat (132.16) (112.47) (69.72) (4.81)
N 8,857 6,538 2,319

Stock Mean 35.04*** 34.45*** 40.00*** 5.55***
t-stat (75.89) (70.95) (27.36) (3.71)
N 3,763 3,364 399

Mixed Mean 34.38*** 33.85*** 36.99*** 3.13***
t-stat (75.74) (68.54) (32.41) (2.58)
N 2,971 2,472 499

Panel E: All M&A by Industry Diversification
Focused Mean 34.64*** 33.98*** 37.03*** 3.05***

t-stat (123.63) (108.32) (59.89) (4.49)
N 8,442 6,616 1,826

Diversified Mean 34.84*** 34.19*** 37.55*** 3.36***
t-stat (115.43) (101.64) (55.25) (4.43)
N 7,149 5,758 1,391
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Table 6: The impact of target domicile and target reference points on premia

This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target reference
points, their product, and several other control variables, on premia. We estimate the following regression:

Premiai = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + εi

where Premiai is the offer price from Refinitiv expressed as the log percentage difference from the target stock price 30
calendar days prior to the deal’s announcement date, CBAi is a dummy variable that is assigned the value of one for
deals in which the bidder and target are based in different countries and the value of zero otherwise (both the bidder
and target are based in the same country), and 52wHighi is the high stock price over the window from t− 365 to t− 31
calendar days prior to the deal’s announcement date expressed as a log percentage difference from the target stock
price 30 calendar days prior to the deal’s announcement date. The control variables (Xj,i) across Columns (5)-(10)
include: Tar. Volatilityi, Inv. Pricei, Cashi, Stocki, Listedi, Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi,
Financial Buyeri, HiTech Buyeri, EV2CFi, EV2Salesi, WUIi, and the Exchange Rate Volatilityi (ERVi). All variables are
defined in Appendix Table (B). All continuous variables have been winsorized at the 1st and 99th percentiles. Time FE,
Bidder Country FE, and Target Country FE indicate year, bidder country, and target country fixed effects, respectively.
NObs indicates the number of observations. Adj. R2 is the adjusted R2 value. We report heteroskedasticity-robust
standard errors (in parentheses), which are clustered at the bidding-firm level. The asterisks *, **, and *** indicate sig-
nificance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

CBAi 3.592*** 3.574*** 2.582*** 0.853 1.607** 2.267*** 1.116 2.241*** 1.960**
(0.844) (0.951) (0.825) (0.702) (0.708) (0.706) (0.795) (0.632) (0.807)

52wHighi 0.204*** 0.204*** 0.198*** 0.150*** 0.139*** 0.134*** 0.137*** 0.131***
(0.00630) (0.00619) (0.00734) (0.0127) (0.0128) (0.0139) (0.0132) (0.0154)

CBAi × 52wHighi 0.0268** 0.0314** 0.0332** 0.0271** 0.0427*** 0.0321**
(0.0118) (0.0143) (0.0150) (0.0136) (0.0146) (0.0152)

Tar. Volatilityi 4.976*** 4.510*** 3.950*** 3.655*** 2.914*** 8.577***
(0.764) (0.664) (0.615) (0.817) (0.698) (0.660)

Inv. Pricei 1.477*** 2.825*** 3.529*** 3.036*** 3.800*** 2.276***
(0.146) (0.147) (0.222) (0.149) (0.251) (0.136)

Cashi -0.316 -0.464 -0.374 -0.147 0.0568 -0.716
(0.746) (0.687) (0.661) (0.617) (0.620) (0.926)

Stocki -4.477*** -3.624*** -3.575*** -3.948*** -3.800*** -4.000***
(0.566) (0.585) (0.569) (0.594) (0.587) (0.577)

Listedi 0.417 -0.286 -0.320 -0.210 -0.0264 0.836
(0.504) (0.436) (0.403) (0.469) (0.490) (0.566)

Privatei -2.330*** -2.838*** -2.827*** -2.373*** -2.295*** -2.030***
(0.270) (0.254) (0.252) (0.238) (0.279) (0.278)

Diversifiedi -0.207 -0.504 -0.665 -0.605 -0.765 -0.683
(0.421) (0.473) (0.465) (0.511) (0.504) (0.416)

Hostilei -0.489 0.977 1.485 0.451 0.923 -0.123
(0.997) (1.020) (0.986) (1.163) (1.173) (1.020)

Tenderi -0.231 1.387*** 1.667*** 1.288*** 1.645*** -0.408
(0.372) (0.520) (0.646) (0.443) (0.502) (0.386)

#TrgFAi 1.904*** 0.953* 1.079** 1.056** 0.999* 2.102***
(0.484) (0.495) (0.494) (0.537) (0.529) (0.504)

#BidFAi -0.355 0.135 0.548 0.807 1.322* -0.166
(0.644) (0.629) (0.605) (0.699) (0.718) (0.594)

Financial Buyeri -2.169*** -1.788*** -1.669*** -2.016*** -1.858*** -2.269***
(0.416) (0.379) (0.367) (0.432) (0.407) (0.427)

HiTech Buyeri 1.763*** 0.622 0.760 1.015 1.049 2.710***
(0.617) (0.616) (0.636) (0.635) (0.677) (0.635)

EV2CFi 1.951*** 1.896*** 1.902*** 1.962*** 1.993*** 1.749***
(0.237) (0.215) (0.215) (0.232) (0.224) (0.231)

EV2Salesi 1.004*** 1.187*** 1.317*** 1.299*** 1.390*** 0.805***
(0.262) (0.211) (0.224) (0.222) (0.267) (0.278)

WUIi -1.772*** -1.172** -1.224** -1.699** -1.868*** -0.937
(0.636) (0.512) (0.528) (0.674) (0.656) (0.649)

ERVi 2.390*** 3.137*** 2.162*** 2.900** 2.122*** 2.223***
(0.645) (1.021) (0.611) (1.315) (0.652) (0.727)

Time FE Yes Yes Yes Yes Yes No No Yes Yes No
Bidder Country FE No No No No No Yes No Yes No No
Target Country FE No No No No No No Yes No Yes No

Adj. R2 0.034 0.136 0.139 0.140 0.180 0.195 0.196 0.269 0.266 0.133
F-Stat 18.1*** 1050.0*** 769.9*** 512.6*** 129.8*** 163.9*** 162.1*** 135.8*** 132.3*** 82.5***
NObs 15,591 15,591 15,591 15,591 15,591 15,591 15,591 15,591 15,591 15,591
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Table 7: The impact of target domicile and target reference points on premia
Piecewise regression tests

This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target reference points, their
product, and several other control variables, on premia. We run piecewise (PW) linear regressions:

Premiai = α + β1CBAi +
4

∑
j=2

β jPWj,i +
7

∑
j=5

β j

(
CBAi × PWj,i

)
+

k

∑
j=8

β jXj,i + εi

where Premiai is the offer price from Refinitiv expressed as the log percentage difference from the target stock price 30
calendar days prior to the deal’s announcement date, and CBAi is a dummy variable that is assigned the value of one for
deals in which the bidder and target are based in different countries and the value of zero otherwise (both the bidder and
target are based in the same country). The first piecewise segment, PW1,i, is the min(52wHighi, 25), the second piecewise
segment, PW2,i, is the max(0, min(52wHighi − 25, 50)), and the third piecewise segment, PW3,i, is the max(52wHighi − 75, 0).
52wHighi is the high stock price over the window from t − 365 to t − 31 calendar days prior to the deal’s announcement
date expressed as a log percentage difference from the target stock price 30 calendar days prior to the deal’s announcement
date. The control variables (Xj,i) across Columns (4), (6) and (8) include: Tar. Volatilityi, Inv. Pricei, Cashi, Stocki, Listedi,
Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri, HiTech Buyeri, EV2CFi, EV2Salesi, WUIi, and
the Exchange Rate Volatilityi (ERVi). All variables are defined in Appendix Table (B). All continuous variables have been
winsorized at the 1st and 99th percentiles. Time FE indicate year fixed effects. NObs indicates the number of observations.
Adj. R2 is the adjusted R2 value. We report heteroskedasticity-robust standard errors (in parentheses), which are clustered at
the bidding-firm level. The asterisks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8)

All M&A Only Dom. M&A Only CBA

CBAi 3.654*** 2.917*** 1.140*
(0.934) (0.640) (0.635)

PW1,i 0.456*** 0.458*** 0.464*** 0.386*** 0.469*** 0.391*** 0.427*** 0.356***
(0.0189) (0.0188) (0.0243) (0.0306) (0.0240) (0.0332) (0.0419) (0.0383)

PW2,i 0.215*** 0.214*** 0.193*** 0.134*** 0.193*** 0.134*** 0.301*** 0.244***
(0.0141) (0.0141) (0.0161) (0.0213) (0.0160) (0.0236) (0.0299) (0.0316)

PW3,i 0.114*** 0.114*** 0.119*** 0.0992*** 0.118*** 0.0986*** 0.0923*** 0.0757***
(0.0121) (0.0119) (0.0129) (0.0127) (0.0129) (0.0130) (0.0247) (0.0236)

CBAi × PW1,i -0.0272 -0.0147
(0.0582) (0.0534)

CBAi × PW2,i 0.106*** 0.107***
(0.0338) (0.0361)

CBAi × PW3,i -0.0252 -0.0231
(0.0256) (0.0253)

Tar. Volatilityi 4.573*** 4.653*** 4.030***
(0.770) (1.098) (1.063)

Inv. Pricei 1.391*** 1.349*** 1.707***
(0.148) (0.184) (0.234)

Cashi -0.381 -0.597 -0.153
(0.770) (0.814) (1.214)

Stocki -4.563*** -4.515*** -4.145**
(0.564) (0.658) (1.743)

Listedi 0.394 -0.746 3.659***
(0.528) (0.638) (0.781)

Privatei -2.383*** -2.698*** -1.817***
(0.263) (0.251) (0.468)
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Table 7 (continued)

(1) (2) (3) (4) (5) (6) (7) (8)

All M&A Only Dom. M&A Only CBA

Diversifiedi -0.144 -0.0570 -0.559
(0.433) (0.501) (0.821)

Hostilei -0.845 -0.627 -1.217
(0.950) (1.125) (1.643)

Tenderi -0.281 -0.440 0.552
(0.374) (0.408) (1.011)

#TrgFAi 1.976*** 2.151*** 0.820
(0.489) (0.663) (1.144)

#BidFAi -0.350 -0.977* 2.072
(0.642) (0.578) (1.389)

Financial Buyeri -1.942*** -1.776*** -2.909***
(0.456) (0.568) (0.886)

HiTech Buyeri 1.676*** 2.080*** 0.252
(0.625) (0.791) (1.437)

EV2CFi 1.970*** 1.904*** 1.998***
(0.232) (0.258) (0.491)

EV2Salesi 1.049*** 1.197*** 0.477
(0.262) (0.268) (0.399)

WUIi -1.914*** -2.015*** -1.487
(0.629) (0.697) (1.474)

ERVi 2.473*** 2.201***
(0.659) (0.693)

Time FE Yes Yes Yes Yes Yes Yes Yes Yes
F-Stat 668.7 652.4 374 152.1 378.9 147.6 206.8 43.26
Adj. R2 0.146 0.149 0.150 0.187 0.142 0.180 0.178 0.218
NObs 15,591 15,591 15,591 15,591 12,374 12,374 3,217 3,217
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Table 9: Further robustness tests on the impact of target reference points on premia

This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target 52-week
highs, high index dummy, their product, and several other control variables, on premia. We estimate the following
regression:

Premiai = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+ β4

(
CBAi × 52wHighi × HighIndexi

)
+ β5HighIndexi +

k

∑
j=6

β jXj,i + εi

where Premiai is the offer price from Refinitiv expressed as the log percentage difference from the target stock price 30
calendar days prior to the deal’s announcement date, CBAi is a dummy variable that is assigned the value of one for
deals in which the bidder and target are based in different countries and the value of zero otherwise (both the bidder
and target are based in the same country), and 52wHighi is the high stock price over the window from t− 365 to t− 31
calendar days prior to the deal’s announcement date expressed as a log percentage difference from the target stock
price 30 calendar days prior to the deal’s announcement date. We partition the sample into two (Panel A) or three
(Panel B) segments based on a constructed indicator variable (HighIndex), defined as HighIndexi = 1 if Indexi > 50%
for two segments or HighIndexi = 1 if Indexi > 66.7% for three segments. Indexi is key characteristics of the deal or
merging firms: deal value, the target or bidder market capitalization (measured 30 calendar days prior to the M&A
announcement), real relative size, target firm volatility, inverse price, target firm sales or cash flows, and the World
Uncertainty Index. The control variables across all Columns include: Tar. Volatilityi, Inv. Pricei, Cashi, Stocki, Listedi,
Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri, HiTech Buyeri, EV2CFi, EV2Salesi, WUIi,
and the Exchange Rate Volatilityi (ERVi). All variables are defined in Appendix Table (B). All continuous variables
have been winsorized at the 1st and 99th percentiles. NObs indicates the number of observations. Adj. R2 is the
adjusted R2 value. We report heteroskedasticity-robust standard errors (in parentheses), which are clustered at the
bidding-firm level. The asterisks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Panel A: 2 segments (HighIndexi = 1 if Indexi > 50% in sample)

Indexi: DV TMV BMV RS Trg Vol Inv. Prc CF Sales WUI

CBAi 0.482 1.098 1.691** 1.712** 0.187 0.902 0.847 0.834 0.862
(0.751) (0.801) (0.829) (0.826) (0.696) (0.727) (0.707) (0.680) (0.719)

52wHighi 0.149*** 0.150*** 0.135*** 0.135*** 0.148*** 0.150*** 0.150*** 0.150*** 0.150***
(0.0126) (0.0124) (0.0103) (0.0103) (0.0124) (0.0126) (0.0128) (0.0128) (0.0125)

CBAi × 52wHighi 0.0173 0.0220 0.0480* 0.0304 0.0973*** 0.0259 0.0165 0.0128 0.0235
(0.0182) (0.0178) (0.0253) (0.0229) (0.0232) (0.0249) (0.0150) (0.0156) (0.0179)

CBAi × 52wHighi × HighIndexi 0.0499** 0.0270 -0.0130 0.0331 -0.0678*** 0.00608 0.0319* 0.0407** 0.0133
(0.0245) (0.0257) (0.0296) (0.0301) (0.0193) (0.0224) (0.0188) (0.0193) (0.0258)

HighIndexi 0.746* -5.067*** 2.224*** -1.941*** 1.058 -0.233 0.267 -1.532*** 0.529
(0.445) (0.520) (0.569) (0.605) (0.663) (1.025) (0.457) (0.528) (0.690)

Time FE Yes Yes Yes Yes Yes Yes Yes Yes Yes
Controls Yes Yes Yes Yes Yes Yes Yes Yes Yes
Adj. R2 0.181 0.186 0.191 0.191 0.181 0.180 0.180 0.181 0.180

F-Stat 120.9*** 131.8*** 49.0*** 49.4*** 130.4*** 119.1*** 119.4*** 120.2*** 118.3***
NObs 15,591 15,591 9,370 9,370 15,591 15,591 15,591 15,591 15,591

Panel B: 3 segments (HighIndexi = 1 if Indexi > 66.7% in sample)

Index: DV TMV BMV RS Trg Vol Inv. Prc CF Sales WUI

CBAi 0.540 1.017 1.550* 1.848** -0.0205 1.094 0.738 0.750 0.871
(0.677) (0.693) (0.824) (0.824) (0.657) (0.784) (0.680) (0.692) (0.702)

52wHighi 0.149*** 0.150*** 0.134*** 0.135*** 0.145*** 0.151*** 0.150*** 0.150*** 0.150***
(0.0128) (0.0126) (0.0103) (0.0103) (0.0123) (0.0123) (0.0128) (0.0128) (0.0126)

CBAi × 52wHighi 0.0237 0.0248* 0.0487** 0.0400* 0.0930*** 0.0112 0.0199 0.0197 0.0232
(0.0153) (0.0151) (0.0237) (0.0217) (0.0211) (0.0179) (0.0141) (0.0156) (0.0177)

CBAi × 52wHighi × HighIndexi 0.0584*** 0.0354* -0.0155 0.00667 -0.0698*** 0.0276 0.0498** 0.0456** 0.0196
(0.0201) (0.0214) (0.0297) (0.0348) (0.0177) (0.0241) (0.0216) (0.0189) (0.0174)

HighIndexi -0.511 -4.189*** 2.571*** -0.834 2.339*** -2.057*** -0.739 -2.440*** 0.796
(0.713) (0.934) (0.568) (0.663) (0.770) (0.688) (0.614) (0.518) (0.604)

Time FE Yes Yes Yes Yes Yes Yes Yes Yes Yes
Controls Yes Yes Yes Yes Yes Yes Yes Yes Yes
Adj. R2 0.181 0.184 0.191 0.190 0.181 0.181 0.180 0.181 0.180

F-Stat 122.1*** 132.0*** 48.7*** 48.6*** 126.0*** 118.6*** 119.7*** 120.3*** 119.8***
NObs 15,591 15,591 9,370 9,370 15,591 15,591 15,591 15,591 15,591
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Table 10: The impact of exchange rate volatility and target reference points on premia

This table reports OLS regression estimates of the impact of exchange rate volatility dummies (the control group,
where ERVi = 0, represent domestic M&A), the target 52-week high, the product of each of the dummies with the
52-week high, and several other control variables, on premia. We estimate the following regression:

Premiai = α + β1LowERVi + β2Midium + β3HighERVi + β452wHighi + β5

(
LowERVi × 52wHighi

)
+ β6

(
MediumERVi × 52wHighi

)
+ β7

(
HighERVi × 52wHighi

)
+

k

∑
j=8

β jXj,i + εi

where Premiai is the offer price from Refinitiv expressed as the log percentage difference from the target stock price
30 calendar days prior to the deal’s announcement date, LowERVi (MediumERVi) [HighERVi] is a dummy variable
that is assigned the value of one for the lower one-third (medium one-third) [high one-third] of the sample ranked by
ERVi, and 52wHighi is the high stock price over the window from t − 365 to t − 31 calendar days prior to the deal’s
announcement date expressed as a log percentage difference from the target stock price 30 calendar days prior to the
deal’s announcement date. The control variables across all Columns include: Tar. Volatilityi, Inv. Pricei, Cashi, Stocki,
Listedi, Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri, HiTech Buyeri, EV2CFi, EV2Salesi,
and the WUIi. All variables are defined in Appendix Table (B). All continuous variables have been winsorized at the
1st and 99th percentiles. Time FE, Bidder Country FE, and Target Country FE indicate year, bidder country, and target
country fixed effects, respectively. NObs indicates the number of observations. Adj. R2 is the adjusted R2 value. We
report heteroskedasticity-robust standard errors (in parentheses), which are clustered at the bidding-firm level. The
asterisks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Low ERVi 2.777*** 2.997** 2.467*** 2.857*** 1.083 1.576* 3.245*** 1.110 3.454***
(0.966) (1.196) (0.868) (0.916) (0.793) (0.831) (0.875) (0.920) (0.870)

Midium ERVi 3.855*** 3.869*** 2.637*** 2.988*** 1.600** 1.588* 2.483*** 1.619* 2.357***
(0.786) (0.814) (0.799) (0.831) (0.813) (0.921) (0.795) (0.937) (0.848)

High ERVi 4.841*** 4.319*** 2.203* 2.630** 0.744 2.813** 2.167* 1.585 2.305**
(1.375) (1.342) (1.156) (1.207) (1.081) (1.322) (1.139) (1.630) (1.085)

52wHighi 0.204*** 0.205*** 0.203*** 0.201*** 0.199*** 0.150*** 0.139*** 0.133*** 0.137*** 0.131***
(0.00584) (0.00633) (0.00620) (0.00640) (0.00736) (0.0126) (0.0126) (0.0138) (0.0130) (0.0158)

Low ERVi × 52wHighi -0.00226 0.00361 0.00978 0.0169 0.00718 0.0347 0.00175
(0.0242) (0.0250) (0.0271) (0.0283) (0.0256) (0.0260) (0.0257)

Medium ERVi × 52wHighi 0.0203 0.0248 0.0266 0.0347* 0.0223 0.0315 0.0294
(0.0215) (0.0221) (0.0215) (0.0208) (0.0206) (0.0231) (0.0217)

High ERVi × 52wHighi 0.0399** 0.0411** 0.0494** 0.0417* 0.0431** 0.0640*** 0.0464**
(0.0202) (0.0206) (0.0212) (0.0224) (0.0198) (0.0216) (0.0217)

Controls No No No No No No Yes Yes Yes Yes Yes
Time Effects Yes Yes Yes Yes Yes Yes Yes No No Yes Yes

Bidder Country FE No No No No No No No Yes No Yes No
Target Country FE No No No No No No No No Yes No Yes

Adj. R2 0.034 0.140 0.137 0.138 0.138 0.140 0.181 0.195 0.197 0.267 0.268
F-Stat 8.599 386.6 481.4 456.6 486.2 221.5 111.3 140.4 138.4 117.3 115.1

NObs. 15,371 15,371 15,371 15,371 15,371 15,371 15,371 15,371 15,371 15,371 15,371
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Table 11: The impact of premia on bidder gains

This table presents OLS regressions of the bidder cumulative abnormal returns (BCARi) on the premia, instrumented
premia (based on the reference points) and other controls (Xi). as follows,

BCARi = α + β1Premiai + β2CBAi + β3

(
Premiai × CBAi

)
+

k

∑
j=4

β jXj,i + εi

where BCARi is the bidding firm’s cumulative abnormal returns over the window (t − 2, t + 2) (5 days) (see Section
3.1 for calculation details), Premiai is the offer price from Refinitiv expressed as a log percentage difference from the
target stock price 30 calendar days prior to the announcement date. Premiai in Columns 2, 4 and 6 is the P̂remiai, the
instrumented premia. CBAi is a dummy variable indicator that is assigned the value of one for CBA, and zero other-
wise (domestic M&A). In the first stage, we use the reference points as an instrument, in addition to all controls that
appear in Columns 1-6. Control variables include the deal relative size, the target volatility, the target inverse price,
stock dummy, cash dummy, diversified deals dummy, hostile dummy, tender offer dummy, the log of the number of
target and bidder financial advisors, financial and hitech buyer dummies, the ratio of the target equity value to cash
flow, the level of the World Uncertainty Index (WUI), and the exchange rate volatility. All variables are defined in Ap-
pendix Table (B). Bidder Country FE and Time FE indicate bidder country and time fixed effects, respectively. Adj. R2

is the adjusted R2 value. We report heteroskedasticity-robust standard errors (in parentheses), which are clustered at
the year and bidding-firm level. ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

(1) (2) (3) (4) (5) (6)

OLS IV OLS IV OLS IV

BCARi

Premiai -0.0137*** -0.0711*** -0.0133** -0.0639*** -0.0143** -0.0615***
(0.00502) (0.0192) (0.00501) (0.0235) (0.00642) (0.0213)

CBAi -0.499* -0.427* -0.234 1.383*
(0.301) (0.248) (0.493) (0.751)

Premiai × CBAi 0.00197 -0.0451**
(0.0113) (0.0208)

Relative Sizei 0.296*** 0.301*** 0.314*** 0.245*** 0.251*** 0.319***
(0.0790) (0.0780) (0.0896) (0.0820) (0.0913) (0.0838)

Tar. Volatilityi 0.170 0.685** 0.162 0.678* 0.238 0.679**
(0.255) (0.320) (0.103) (0.389) (0.314) (0.328)

Inv. Pricei 0.140 0.233** 0.259** 0.337*** 0.251*** 0.391***
(0.103) (0.105) (0.122) (0.104) (0.0797) (0.0919)

Stocki -0.0775 -0.233 -0.380 -0.552* -0.487 -0.524
(0.306) (0.307) (0.264) (0.306) (0.352) (0.355)

Cashi 2.768*** 2.691*** 2.651*** 2.764*** 2.849*** 2.619***
(0.257) (0.258) (0.249) (0.303) (0.299) (0.238)

Diversifiedi 0.150 0.108 0.357 0.360 0.386 0.347
(0.255) (0.256) (0.311) (0.229) (0.234) (0.219)

Hostilei -1.147** -0.961** -1.048*** -0.988* -1.188** -0.844
(0.468) (0.467) (0.232) (0.513) (0.558) (0.515)

Tenderi 0.814*** 0.959*** 0.798 1.006*** 0.842*** 0.975***
(0.262) (0.268) (0.500) (0.353) (0.265) (0.293)

#TrgFAi -1.163*** -1.030*** -0.607* -0.483 -0.557 -0.432
(0.384) (0.386) (0.311) (0.451) (0.465) (0.404)

#BidFAi -1.164*** -1.339*** -1.157*** -1.298*** -1.161*** -1.287***
(0.310) (0.317) (0.323) (0.303) (0.371) (0.356)

Financial Buyeri 0.590* 0.595* 0.544** 0.442 0.496* 0.536*
(0.324) (0.324) (0.241) (0.308) (0.288) (0.274)

HiTech Buyeri -0.644** -0.442 -0.722** -0.517 -0.648* -0.592*
(0.276) (0.297) (0.299) (0.335) (0.327) (0.309)

EV2CFi -0.476*** -0.456*** -0.433** -0.521*** -0.523*** -0.412***
(0.159) (0.159) (0.178) (0.167) (0.148) (0.138)

WUIi 0.752** 1.091*** 0.466** 0.847* 0.494 0.832*
(0.314) (0.323) (0.203) (0.435) (0.475) (0.419)

ERVi -0.419 -0.240 0.0510 -0.311 -1.800*** -1.538***
(0.298) (0.300) (0.576) (0.682) (0.346) (0.458)

Constant -4.368 -3.679 -1.774 -1.698 -1.740 -1.691
(2.854) (2.805) (2.335) (4.143) (4.436) (3.740)

Bidder Country FE No No Yes Yes Yes Yes
Time FE No No No Yes Yes No
Adj. R2 0.038 0.039 0.057 0.242 0.243 0.059

F-Stat 13.21*** 14.85*** 45.57*** 10.20*** 12.20*** 22.01***
NObs. 8,748 8,748 8,748 8,748 8,748 8,748
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Appendix (Main)

A. Countries of Bidders and Targets
This table presents the country, and numbers of deals per country, for both bidders and targets in our final sample.

Panel A: Bidder country & # of deals Panel B: Target country & # of deals

Argentina 3 Kazakhstan 1 Australia 906 Taiwan 124
Australia 694 Lebanon 1 Austria 15 Thailand 45
Austria 16 Liechtenstein 1 Belgium 46 Tunisia 4
Bahamas 3 Luxembourg 63 Bermuda 36 Turkey 15
Bahrain 3 Malaysia 151 Brazil 42 UK 1,854
Belgium 59 Malta 2 Canada 1,415 USA 7,680
Bermuda 76 Marshall Is 1 Chile 13 Vietnam 15
Botswana 1 Mauritius 6 China 146
Brazil 51 Mexico 20 Colombia 9
British Virgin 28 Mongolia 1 Cyprus 5
Bulgaria 2 Neth Antilles 2 Denmark 72
Canada 1,249 Netherlands 230 Egypt 11
Cayman Islands 41 New Zealand 40 Finland 63
Chile 9 Nigeria 2 France 273
China 202 Norway 89 Germany 74
Colombia 8 Papua N Guinea 4 Greece 34
Croatia 1 Poland 34 Hong Kong 245
Cyprus 23 Portugal 13 India 109
Czech Republic 2 Puerto Rico 2 Indonesia 17
Dem Rep Congo 1 Qatar 5 Ireland-Rep 73
Denmark 70 Romania 1 Isle of Man 14
Egypt 7 Russian Fed 23 Israel 68
Estonia 2 Saudi Arabia 2 Italy 112
Faroe Islands 1 Seychelles 4 Japan 618
Finland 56 Singapore 191 Luxembourg 15
France 371 Slovenia 5 Malaysia 176
Germany 193 South Africa 144 Mexico 6
Ghana 5 South Korea 101 Netherlands 147
Gibraltar 4 Spain 98 New Zealand 57
Greece 23 Sri Lanka 22 Norway 111
Honduras 1 Sweden 233 Poland 53
Hong Kong 287 Switzerland 113 Portugal 14
Iceland 8 Taiwan 124 Russian Fed 15
India 111 Tanzania 1 Singapore 193
Indonesia 15 Thailand 38 Slovenia 9
Ireland-Rep 78 Tunisia 2 South Africa 134
Isle of Man 13 Turkey 14 South Korea 90
Israel 47 UK 1,678 Spain 90
Italy 123 USA 7,501 Sri Lanka 25
Japan 689 UAE 18 Sweden 252
Jersey 20 Vietnam 14 Switzerland 51

Total: 15,591 Total: 15,591
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B. Variable Definitions
The table presents variable definitions, including the source of each variable or the source of information needed to com-
pute each variable.

Variable Definition Source

Panel A: Dependent and key independent variables

Premiai The offer price from Refinitiv (PPSi) expressed as a log percentage
difference from the target stock price 30 calendar days prior to the
announcement date.

Refinitiv

PPSi The price (offer price) per share. Refinitiv
52wHighi The high target stock price over the year (365 calendar days) ending

31 calendar days prior to the announcement date expressed as a log
percentage difference from the target stock price 30 calendar days
prior to the announcement date.

Refinitiv

BCARi(t − m, t + n) The bidding firm’s Cumulative Abnormal Returns (CAR) over the
windows t − m, t + n, where m is the number of trading days prior
to the M&A announcement day and n is the number of trading days
after the M&A announcement day. See Section (3.1) for calculation
details.

Refinitiv

Piecewise1,i or PW1,i The min(52wHighi, 25) Refinitiv
Piecewise2,i or PW2,i The max(0, min(52wHighi − 25, 50)) Refinitiv
Piecewise3,i or PW3,i The max(52wHighi − 75, 0) Refinitiv
TCARi(t − m, t + n) The target firm’s Cumulative Abnormal Returns (CAR) over the

windows t − m, t + n, where m is the number of trading days prior
to the M&A announcement day and n is the number of trading days
after the M&A announcement day. See Section (3.1) for calculation
details.

Refinitiv

Panel B: Other variables

All All M&As (both domestic and foreign target ones). Refinitiv
DOMi Dummy equal to one if both the bidding and the target firms are

based in the same country, and zero otherwise.
Refinitiv

CBAi Dummy equal to one if the bidding and the target firms are based
in different countries, and zero otherwise.

Refinitiv

Hostilei Dummy equal to one if the deal’s attitude is hostile, and zero other-
wise.

Refinitiv

Tender Offeri Dummy equal to one if the deal is classified as tender offer, and zero
otherwise.

Refinitiv

Diversifiedi Dummy equal to one if the bidder and target are in different indus-
tries, i.e., they do not share the same first two-digit SIC code, and
zero otherwise (=Focusedi).

Refinitiv

Bid. (or Trg.) in DMi Dummy equal to one if the bidding (or the target) firm is based in a
developed market, and zero otherwise.

IMF

Bid. (or Trg.) in EMi Dummy equal to one if the bidding (or the target) firm is based in
an emerging market, and zero otherwise.

IMF

Freq. DOMi Dummy equal to one if the bidder of domestic targets is a serial
domestic one (has announced more than 3 domestic deals in the
past three years, as in Fuller et al. (2002)), and zero otherwise.

Refinitiv

Freq. CBAi Dummy equal to one if the bidder of foreign targets is a serial CBA
one (has announced more than 3 cross-border deals in the past three
years, as in Fuller et al. (2002)), and zero otherwise.

Refinitiv

Freq. M&Ai Dummy equal to one if the bidder is a serial one (has announced
more than 3 deals in the past three years, as in Fuller et al. (2002)),
and zero otherwise.

Refinitiv

Continued
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Variable Definitions (Continued)

Variable Definition Source

Panel B: Other variables

Privatei Dummy variable equal to one if the target firm is a private firm, and
zero otherwise.

Refinitiv

Listedi Dummy variable equal to one if the target firm is a listed or publicly
traded firm, and zero otherwise.

Refinitiv

Subsidiaryi Dummy variable equal to one if the target firm is a subsidiary firm,
and zero otherwise.

Refinitiv

Cashi Dummy variable equal to one if the deal is settled fully in cash, and
zero otherwise.

Refinitiv

Stocki Dummy variable equal to one if the deal is settled fully in stock, and
zero otherwise.

Refinitiv

Mixedi Dummy variable equal to one if the deal is settled in a combination
of cash and stock, and zero otherwise.

Refinitiv

Financial Buyeri Dummy variable equal to one if the bidding firm is a financial firm,
and zero otherwise.

Refinitiv

Target MVi The target firm’s market capitalization in million US dollars at 30
calendar days (4 weeks) prior to the M&A announcement day.

Refinitiv

Target Volatilityi The volatility of target firm’s stock return from 365 to 31 calendar
days prior to the M&A announcement day.

Refinitiv

#TrgFAi The natural logarithm of the target financial advisors in the deal. Refinitiv
#BidFAi The natural logarithm of the bidder financial advisors in the deal. Refinitiv
HiTech Buyeri Dummy variable equal to one if the bidding firm is a high technol-

ogy firm, and zero otherwise
Refinitiv

EV2CFi The ratio of the equity value to cash-flows. Refinitiv
EV2Salesi The ratio of the equity value to sales. Refinitiv
WUIi The world uncertainty index. Ahir et al. (2022)
Inv. Pricei The measure of a firm’s “cheapness” defined as the log of the ratio

1 over the target firm’s share price at 30 calendar days prior to the
M&A announcement day.

Baker et al. (2012)

ERVi The standard deviation of the bilateral exchange rate between the
bidder and target firms’ currencies over the year (365 calendar days)
ending 31 calendar days prior to the announcement date.

WRDS (Compustat
Global, Ex. Rates)
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I. Multivariate analysis of target CAR (Robustness tests)
This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target reference points,
the product of CBA and reference points, and several other control variables (depending on specification), on the target
firm’s cumulative abnormal returns (TCARi). We estimate the following regression:

TCARi = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + εi

where TCARi is the target firm’s cumulative abnormal returns over the window (t − 1, t + 1) (3 days) (see Section 3.1 for
calculation details). CBAi is a dummy variable indicator that is assigned the value of one for CBA, and zero otherwise
(domestic M&A) and 52wHighi is the high stock price over the year (365 calendar days) ending 31 calendar days prior to
the announcement date expressed as a log percentage difference from the target stock price 30 calendar days prior to the
announcement date. The control variables (Xj,i) across Columns (5)-(10) include: Tar. Volatilityi, Inv. Pricei, Cashi, Stocki,
Listedi, Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri, HiTech Buyeri, EV2CFi, EV2Salesi,
WUIi, and the ERVi. All variables are defined in Appendix Table (B). All continuous variables have been winsorized at
the 1st and 99th percentiles. Time FE, Bidder Country FE, and Target Country FE indicate year, bidder country, and tar-
get country fixed effects, respectively. NObs indicates the number of observations. Adj. R2 is the adjusted R2 value. We
report heteroskedasticity-robust standard errors (in parentheses), which are clustered at the bidding-firm level. The aster-
isks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

CBAi 3.698*** 3.637*** 1.505** -1.151* 0.240 0.507 -0.409 0.120 1.187**
(0.540) (0.521) (0.647) (0.662) (0.711) (0.669) (0.762) (0.713) (0.546)

52wHighi 0.125*** 0.125*** 0.112*** 0.0883*** 0.0823*** 0.0780*** 0.0814*** 0.0766***
(0.00710) (0.00708) (0.00778) (0.00853) (0.00830) (0.00826) (0.00897) (0.00884)

CBAi × 52wHighi 0.0571*** 0.0625*** 0.0629*** 0.0523*** 0.0642*** 0.0539***
(0.0173) (0.0170) (0.0168) (0.0167) (0.0178) (0.0177)

Tar. Volatilityi 5.219*** 2.965*** 2.011*** 2.558*** 1.287** 8.139***
(0.494) (0.485) (0.492) (0.548) (0.562) (0.473)

Inv. Pricei 0.113 1.768*** 2.417*** 1.735*** 2.407*** 0.603***
(0.145) (0.177) (0.199) (0.190) (0.219) (0.144)

Cashi 4.629*** 5.475*** 5.407*** 4.943*** 5.043*** 4.256***
(0.573) (0.564) (0.560) (0.595) (0.590) (0.577)

Stocki -6.357*** -5.099*** -4.986*** -4.918*** -4.920*** -6.059***
(0.564) (0.561) (0.562) (0.596) (0.597) (0.566)

Listedi -0.413 -1.283* -1.638** -1.023 -1.052 -0.0986
(0.666) (0.666) (0.658) (0.704) (0.687) (0.676)

Privatei -5.224*** -5.881*** -6.000*** -5.126*** -5.237*** -5.153***
(0.706) (0.704) (0.696) (0.747) (0.736) (0.717)

Diversifiedi -0.000866 -0.507 -0.784* -0.557 -0.911** -0.309
(0.438) (0.436) (0.434) (0.456) (0.454) (0.442)

Hostilei -1.220 -1.145 -0.636 -0.613 -0.145 -0.932
(1.013) (1.032) (1.011) (1.101) (1.080) (1.020)

Tenderi 1.729*** 2.634*** 2.965*** 3.634*** 4.191*** 1.761***
(0.487) (0.500) (0.504) (0.551) (0.564) (0.494)

#TrgFAi 4.640*** 3.362*** 3.445*** 3.576*** 3.434*** 4.752***
(0.604) (0.606) (0.611) (0.653) (0.662) (0.608)

#BidFAi -1.410*** -0.305 0.00527 -1.001* -0.533 -1.149**
(0.496) (0.492) (0.487) (0.532) (0.528) (0.503)

Financial Buyeri -1.576*** -1.732*** -1.561*** -1.713*** -1.699*** -1.392***
(0.491) (0.487) (0.484) (0.519) (0.513) (0.496)

HiTech Buyeri 0.999 -0.129 0.302 0.157 0.476 1.545**
(0.714) (0.715) (0.715) (0.752) (0.741) (0.718)

EV2CFi 1.417*** 1.305*** 1.354*** 1.314*** 1.288*** 1.230***
(0.269) (0.263) (0.262) (0.282) (0.275) (0.273)

EV2Salesi -0.0402 0.110 0.138 0.0987 0.118 -0.152
(0.188) (0.191) (0.192) (0.205) (0.204) (0.191)

WUIi 1.133 4.050*** 3.986*** 0.603 0.863 1.575*
(0.825) (0.440) (0.440) (0.865) (0.860) (0.830)

ERVi 2.183** 5.950*** 2.168** 9.477*** 1.104 2.073*
(0.955) (1.149) (0.908) (1.617) (0.866) (1.083)

Time FE Yes Yes Yes Yes Yes No No Yes Yes No
Bidder Country FE No No No No No Yes No Yes No No
Target Country FE No No No No No No Yes No Yes No

Adj. R2 0.032 0.071 0.075 0.077 0.128 0.156 0.158 0.227 0.222 0.105
F-Stat 46.88 309.8 176.7 117.7 55.32 69.11 68.40 54.46 52.53 55.73
NObs 14,268 14,268 14,268 14,268 14,267 14,267 14,267 14,267 14,267 14,267
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II. Multivariate analysis of target CAR (Robustness tests)
This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target reference points,
the product of CBA and reference points, and several other control variables (depending on specification), on the target
firm’s cumulative abnormal returns (TCARi). We estimate the following regression:

TCARi = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + εi

where TCARi is the target firm’s cumulative abnormal returns over the window (t − 5, t + 5) (11 days) (see Section 3.1
for calculation details). CBAi is a dummy variable indicator that is assigned the value of one for CBA, and zero otherwise
(domestic M&A) and 52wHighi is the high stock price over the year (365 calendar days) ending 31 calendar days prior to
the announcement date expressed as a log percentage difference from the target stock price 30 calendar days prior to the
announcement date. The control variables (Xj,i) across Columns (5)-(10) include: Tar. Volatilityi, Inv. Pricei, Cashi, Stocki,
Listedi, Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri, HiTech Buyeri, EV2CFi, EV2Salesi,
WUIi, and the ERVi. All variables are defined in Appendix Table (B). All continuous variables have been winsorized at
the 1st and 99th percentiles. Time FE, Bidder Country FE, and Target Country FE indicate year, bidder country, and tar-
get country fixed effects, respectively. NObs indicates the number of observations. Adj. R2 is the adjusted R2 value. We
report heteroskedasticity-robust standard errors (in parentheses), which are clustered at the bidding-firm level. The aster-
isks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

CBAi 4.008*** 3.935*** 2.230*** -0.842 0.635 1.282* -0.0356 0.880 1.104*
(0.573) (0.551) (0.685) (0.697) (0.745) (0.709) (0.800) (0.759) (0.575)

52wHighi 0.151*** 0.151*** 0.141*** 0.109*** 0.105*** 0.101*** 0.102*** 0.0984***
(0.00754) (0.00753) (0.00828) (0.00912) (0.00896) (0.00895) (0.00958) (0.00948)

CBAi × 52wHighi 0.0456** 0.0521*** 0.0514*** 0.0425** 0.0578*** 0.0466**
(0.0186) (0.0182) (0.0180) (0.0180) (0.0191) (0.0191)

Tar. Volatilityi 6.206*** 4.259*** 3.207*** 3.690*** 2.221*** 9.670***
(0.534) (0.528) (0.538) (0.589) (0.609) (0.509)

Inv. Pricei 0.286* 1.893*** 2.518*** 1.911*** 2.582*** 0.858***
(0.160) (0.194) (0.223) (0.207) (0.241) (0.159)

Cashi 4.918*** 5.468*** 5.478*** 5.045*** 5.291*** 4.500***
(0.605) (0.599) (0.595) (0.630) (0.624) (0.613)

Stocki -7.183*** -6.234*** -6.103*** -6.007*** -6.010*** -6.816***
(0.606) (0.605) (0.607) (0.638) (0.641) (0.611)

Listedi -0.363 -1.189* -1.538** -1.201 -1.013 0.0130
(0.695) (0.702) (0.694) (0.737) (0.724) (0.706)

Privatei -5.793*** -6.459*** -6.600*** -5.920*** -6.091*** -5.703***
(0.755) (0.756) (0.749) (0.796) (0.783) (0.766)

Diversifiedi -0.276 -0.653 -0.938** -0.777 -1.116** -0.644
(0.466) (0.465) (0.463) (0.485) (0.483) (0.472)

Hostilei -1.398 -0.991 -0.493 -0.122 0.193 -1.047
(1.042) (1.051) (1.036) (1.149) (1.124) (1.050)

Tenderi 2.969*** 3.809*** 4.321*** 4.700*** 5.306*** 2.991***
(0.517) (0.527) (0.532) (0.581) (0.594) (0.527)

#TrgFAi 3.962*** 2.758*** 2.826*** 2.977*** 2.820*** 4.099***
(0.653) (0.658) (0.665) (0.706) (0.720) (0.657)

#BidFAi -0.359 0.531 0.867* 0.0434 0.463 -0.0334
(0.526) (0.525) (0.520) (0.564) (0.559) (0.534)

Financial Buyeri -1.682*** -1.752*** -1.596*** -1.843*** -1.763*** -1.497***
(0.524) (0.523) (0.522) (0.554) (0.551) (0.530)

HiTech Buyeri 1.164 0.00958 0.505 0.353 0.725 1.815**
(0.751) (0.756) (0.755) (0.796) (0.784) (0.759)

EV2CFi 1.610*** 1.430*** 1.461*** 1.433*** 1.425*** 1.386***
(0.302) (0.299) (0.300) (0.319) (0.315) (0.307)

EV2Salesi -0.0908 0.176 0.224 0.187 0.225 -0.227
(0.202) (0.204) (0.206) (0.221) (0.221) (0.207)

WUIi 1.267 3.571*** 3.478*** 0.678 0.832 1.807**
(0.878) (0.472) (0.472) (0.926) (0.919) (0.887)

ERVi 1.921* 4.051*** 1.938* 5.830*** 0.993 1.767
(1.025) (1.181) (1.018) (1.594) (0.967) (1.152)

Time FE Yes Yes Yes Yes Yes No No Yes Yes No
Bidder Country FE No No No No No Yes No Yes No No
Target Country FE No No No No No No Yes No Yes No

Adj. R2 0.036 0.086 0.090 0.090 0.148 0.168 0.167 0.241 0.232 0.122
F-Stat 48.88 399.9 221.4 148.5 66.77 80.23 80.79 64.54 64.41 65.93
NObs 14,268 14,268 14,268 14,268 14,267 14,267 14,267 14,267 14,267 14,267
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III. The impact of target domicile and target reference points (3 months) on premia
This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target reference points,
the product of CBA and reference points, and several other control variables (depending on specification), on premia. We
estimate the following regression:

Premiai = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + εi

where Premiai is the offer price from Refinitiv expressed as the log percentage difference from the target stock price 30
calendar days prior to the deal’s announcement date, CBAi is a dummy variable that is assigned the value of one for deals
in which the bidder and target are based in different countries and the value of zero otherwise (both the bidder and target
are based in the same country), and 52wHighi is the high stock price over the window from t − 92 (3 months) to t − 31
calendar days prior to the deal’s announcement date expressed as a log percentage difference from the target stock price
30 calendar days prior to the deal’s announcement date. The control variables (Xj,i) across Columns (5)-(10) include: Tar.
Volatilityi, Inv. Pricei, Cashi, Stocki, Listedi, Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri,
HiTech Buyeri, EV2CFi, EV2Salesi, WUIi, and the ERVi. All variables are defined in Appendix Table (B). All continuous
variables have been winsorized at the 1st and 99th percentiles. Time FE, Bidder Country FE, and Target Country FE indi-
cate year, bidder country, and target country fixed effects, respectively. NObs indicates the number of observations. Adj.
R2 is the adjusted R2 value. We report heteroskedasticity-robust standard errors (in parentheses), which are clustered at
the bidding-firm level. The asterisks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9)

CBAi 3.592*** 3.783*** 2.634*** 0.869 1.641** 2.299*** 1.029 2.509***
(0.844) (0.951) (0.736) (0.640) (0.677) (0.669) (0.786) (0.698)

52wHighi 0.592*** 0.593*** 0.575*** 0.432*** 0.410*** 0.395*** 0.398*** 0.384***
(0.0160) (0.0159) (0.0182) (0.0241) (0.0242) (0.0259) (0.0241) (0.0275)

CBAi × 52wHighi 0.0906* 0.103** 0.102** 0.0874** 0.146*** 0.0875*
(0.0477) (0.0480) (0.0518) (0.0445) (0.0479) (0.0450)

Tar. Volatilityi 5.323*** 4.971*** 4.351*** 3.897*** 3.105***
(0.662) (0.565) (0.529) (0.729) (0.618)

Inv. Pricei 1.688*** 3.048*** 3.790*** 3.280*** 4.116***
(0.130) (0.142) (0.178) (0.158) (0.204)

Cashi -0.0242 -0.296 -0.189 0.0377 0.250
(0.791) (0.724) (0.687) (0.658) (0.674)

Stocki -4.307*** -3.385*** -3.346*** -3.789*** -3.665***
(0.572) (0.571) (0.564) (0.585) (0.585)

Listedi 0.665 0.0406 0.0253 -0.00945 0.194
(0.552) (0.470) (0.427) (0.516) (0.531)

Privatei -2.296*** -2.717*** -2.686*** -2.284*** -2.198***
(0.244) (0.224) (0.227) (0.230) (0.257)

Diversifiedi -0.345 -0.633 -0.782* -0.745 -0.859*
(0.408) (0.448) (0.435) (0.482) (0.473)

Hostilei -0.397 1.239 1.702* 0.619 1.068
(1.017) (1.043) (1.011) (1.149) (1.183)

Tenderi -0.0541 1.696*** 1.879*** 1.461*** 1.771***
(0.390) (0.588) (0.703) (0.490) (0.548)

#TrgFAi 2.213*** 1.114** 1.239** 1.271** 1.236**
(0.477) (0.485) (0.488) (0.522) (0.526)

#BidFAi -0.130 0.298 0.686 0.998 1.531**
(0.624) (0.614) (0.598) (0.693) (0.735)

Financial Buyeri -1.978*** -1.611*** -1.521*** -1.873*** -1.711***
(0.511) (0.445) (0.413) (0.497) (0.461)

HiTech Buyeri 2.234*** 1.026* 1.131* 1.453** 1.402**
(0.610) (0.610) (0.627) (0.619) (0.661)

EV2CFi 1.812*** 1.740*** 1.756*** 1.818*** 1.887***
(0.236) (0.212) (0.213) (0.226) (0.220)

EV2Salesi 0.924*** 1.120*** 1.265*** 1.227*** 1.331***
(0.265) (0.211) (0.226) (0.233) (0.278)

WUIi -0.798 -0.523 -0.597 -0.890 -1.037
(0.634) (0.543) (0.565) (0.669) (0.654)

ERVi 2.665*** 4.179*** 2.462*** 4.760*** 2.292**
(0.940) (1.005) (0.889) (1.609) (0.910)

Time FE Yes Yes Yes Yes Yes No No Yes Yes
Bidder Country FE No No No No No Yes No Yes No
Target Country FE No No No No No No Yes No Yes

Adj. R2 0.034 0.133 0.137 0.137 0.182 0.198 0.199 0.272 0.269
F-Stat 18.12 1376 695.8 459.8 124.7 161.4 154.5 134.2 128.8
NObs 15,591 15,578 15,578 15,578 15,578 15,578 15,578 15,578 15,578
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IV. The impact of target domicile and target reference points (6 months) on premia
This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target reference points,
the product of CBA and reference points, and several other control variables (depending on specification), on premia. We
estimate the following regression:

Premiai = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + εi

where Premiai is the offer price from Refinitiv expressed as the log percentage difference from the target stock price 30
calendar days prior to the deal’s announcement date, CBAi is a dummy variable that is assigned the value of one for deals
in which the bidder and target are based in different countries and the value of zero otherwise (both the bidder and target
are based in the same country), and 52wHighi is the high stock price over the window from t − 182 (6 months) to t − 31
calendar days prior to the deal’s announcement date expressed as a log percentage difference from the target stock price
30 calendar days prior to the deal’s announcement date. The control variables (Xj,i) across Columns (5)-(10) include: Tar.
Volatilityi, Inv. Pricei, Cashi, Stocki, Listedi, Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri,
HiTech Buyeri, EV2CFi, EV2Salesi, WUIi, and the ERVi. All variables are defined in Appendix Table (B). All continuous
variables have been winsorized at the 1st and 99th percentiles. Time FE, Bidder Country FE, and Target Country FE indi-
cate year, bidder country, and target country fixed effects, respectively. NObs indicates the number of observations. Adj.
R2 is the adjusted R2 value. We report heteroskedasticity-robust standard errors (in parentheses), which are clustered at
the bidding-firm level. The asterisks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9)

CBAi 3.592*** 3.889*** 2.900*** 1.090** 1.865*** 2.553*** 1.184 2.744***
(0.844) (0.944) (0.655) (0.548) (0.597) (0.569) (0.722) (0.565)

52wHighi 0.346*** 0.347*** 0.338*** 0.258*** 0.242*** 0.233*** 0.238*** 0.227***
(0.0113) (0.0110) (0.0142) (0.0230) (0.0234) (0.0248) (0.0231) (0.0251)

CBAi × 52wHighi 0.0458* 0.0543* 0.0551* 0.0429 0.0815*** 0.0430
(0.0253) (0.0322) (0.0328) (0.0298) (0.0277) (0.0314)

Tar. Volatilityi 5.100*** 4.735*** 4.146*** 3.696*** 2.985***
(0.736) (0.632) (0.582) (0.784) (0.651)

Inv. Pricei 1.566*** 2.924*** 3.652*** 3.142*** 3.948***
(0.134) (0.141) (0.200) (0.149) (0.227)

Cashi -0.153 -0.373 -0.284 -0.00404 0.154
(0.801) (0.722) (0.697) (0.656) (0.667)

Stocki -4.572*** -3.709*** -3.648*** -4.059*** -3.889***
(0.566) (0.591) (0.575) (0.600) (0.589)

Listedi 0.466 -0.177 -0.222 -0.172 0.0223
(0.544) (0.463) (0.423) (0.508) (0.533)

Privatei -2.351*** -2.781*** -2.784*** -2.383*** -2.286***
(0.268) (0.246) (0.246) (0.240) (0.275)

Diversifiedi -0.200 -0.473 -0.646 -0.594 -0.762
(0.405) (0.456) (0.446) (0.490) (0.477)

Hostilei -0.643 0.920 1.418 0.386 0.871
(0.986) (1.017) (0.990) (1.150) (1.141)

Tenderi -0.177 1.487*** 1.755*** 1.224*** 1.646***
(0.373) (0.526) (0.651) (0.458) (0.516)

#TrgFAi 2.005*** 1.052** 1.170** 1.197** 1.133**
(0.479) (0.494) (0.492) (0.540) (0.527)

#BidFAi -0.199 0.250 0.660 0.961 1.457**
(0.621) (0.608) (0.584) (0.679) (0.709)

Financial Buyeri -2.052*** -1.672*** -1.556*** -1.925*** -1.761***
(0.449) (0.407) (0.385) (0.458) (0.436)

HiTech Buyeri 1.955*** 0.800 0.908 1.242** 1.192*
(0.610) (0.612) (0.633) (0.622) (0.664)

EV2CFi 1.905*** 1.839*** 1.851*** 1.917*** 1.964***
(0.239) (0.215) (0.216) (0.227) (0.222)

EV2Salesi 0.944*** 1.137*** 1.268*** 1.264*** 1.349***
(0.252) (0.203) (0.215) (0.213) (0.257)

WUIi -1.594** -0.909* -0.966* -1.583** -1.705***
(0.632) (0.512) (0.536) (0.670) (0.655)

ERVi 3.072*** 3.908*** 2.787*** 3.957** 2.722***
(0.937) (1.149) (0.860) (1.674) (0.880)

Time FE Yes Yes Yes Yes Yes No No Yes Yes
Bidder Country FE No No No No No Yes No Yes No
Target Country FE No No No No No No Yes No Yes

Adj. R2 0.034 0.137 0.141 0.141 0.183 0.198 0.198 0.273 0.269
F-Stat 18.12 933.4 794.1 530.3 133.5 168.3 165.8 141 136.2
NObs 15,591 15,591 15,591 15,591 15,591 15,591 15,591 15,591 15,591
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V. The impact of target domicile and target reference points (2 years) on premia
This table reports OLS regression estimates of the impact of foreign deals (the CBA indicator), the target reference points,
the product of CBA and reference points, and several other control variables (depending on specification), on premia. We
estimate the following regression:

Premiai = α + β1CBAi + β252wHighi + β3

(
CBAi × 52wHighi

)
+

k

∑
j=4

β jXj,i + εi

where Premiai is the offer price from Refinitiv expressed as the log percentage difference from the target stock price 30
calendar days prior to the deal’s announcement date, CBAi is a dummy variable that is assigned the value of one for deals
in which the bidder and target are based in different countries and the value of zero otherwise (both the bidder and tar-
get are based in the same country), and 52wHighi is the high stock price over the window from t − 730 (2 years) to t − 31
calendar days prior to the deal’s announcement date expressed as a log percentage difference from the target stock price
30 calendar days prior to the deal’s announcement date. The control variables (Xj,i) across Columns (5)-(10) include: Tar.
Volatilityi, Inv. Pricei, Cashi, Stocki, Listedi, Privatei, Diversifiedi, Hostilei, Tenderi, #TrgFAi, #BidFAi, Financial Buyeri,
HiTech Buyeri, EV2CFi, EV2Salesi, WUIi, and the ERVi. All variables are defined in Appendix Table (B). All continuous
variables have been winsorized at the 1st and 99th percentiles. Time FE, Bidder Country FE, and Target Country FE indi-
cate year, bidder country, and target country fixed effects, respectively. NObs indicates the number of observations. Adj.
R2 is the adjusted R2 value. We report heteroskedasticity-robust standard errors (in parentheses), which are clustered at
the bidding-firm level. The asterisks *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

(1) (2) (3) (4) (5) (6) (7) (8) (9)

CBAi 3.592*** 3.548*** 2.467*** 0.836 1.657** 2.234*** 1.130 2.220***
(0.844) (0.968) (0.759) (0.647) (0.676) (0.668) (0.736) (0.605)

52wHighi 0.216*** 0.215*** 0.209*** 0.159*** 0.148*** 0.142*** 0.146*** 0.139***
(0.00645) (0.00631) (0.00782) (0.0136) (0.0136) (0.0149) (0.0143) (0.0166)

CBAi × 52wHighi 0.0293* 0.0342** 0.0358** 0.0301** 0.0456*** 0.0346**
(0.0150) (0.0159) (0.0168) (0.0149) (0.0164) (0.0166)

Tar. Volatilityi 4.872*** 4.425*** 3.860*** 3.556*** 2.812***
(0.775) (0.674) (0.628) (0.830) (0.717)

Inv. Pricei 1.455*** 2.800*** 3.499*** 3.007*** 3.766***
(0.145) (0.146) (0.218) (0.149) (0.249)

Cashi -0.305 -0.457 -0.361 -0.144 0.0690
(0.757) (0.696) (0.667) (0.625) (0.626)

Stocki -4.525*** -3.696*** -3.621*** -4.013*** -3.839***
(0.565) (0.589) (0.573) (0.596) (0.589)

Listedi 0.445 -0.265 -0.294 -0.195 -0.00710
(0.511) (0.444) (0.408) (0.474) (0.498)

Privatei -2.323*** -2.834*** -2.826*** -2.365*** -2.288***
(0.269) (0.255) (0.254) (0.238) (0.279)

Diversifiedi -0.211 -0.497 -0.666 -0.607 -0.773
(0.421) (0.470) (0.463) (0.509) (0.503)

Hostilei -0.538 0.923 1.425 0.413 0.881
(0.994) (1.020) (0.985) (1.152) (1.164)

Tenderi -0.259 1.347** 1.642** 1.244*** 1.625***
(0.376) (0.532) (0.660) (0.448) (0.510)

#TrgFAi 1.885*** 0.957* 1.067** 1.040* 0.975*
(0.488) (0.491) (0.493) (0.531) (0.529)

#BidFAi -0.351 0.145 0.555 0.804 1.318*
(0.644) (0.631) (0.608) (0.700) (0.720)

Financial Buyeri -2.162*** -1.783*** -1.662*** -2.010*** -1.858***
(0.426) (0.387) (0.372) (0.442) (0.417)

HiTech Buyeri 1.738*** 0.611 0.747 1.003 1.029
(0.616) (0.615) (0.634) (0.634) (0.677)

EV2CFi 1.947*** 1.892*** 1.899*** 1.960*** 1.991***
(0.237) (0.215) (0.215) (0.232) (0.224)

EV2Salesi 1.017*** 1.202*** 1.324*** 1.312*** 1.398***
(0.261) (0.212) (0.223) (0.224) (0.266)

WUIi -1.807*** -1.204** -1.237** -1.730** -1.891***
(0.633) (0.504) (0.515) (0.672) (0.655)

ERVi 2.700*** 3.495*** 2.421*** 3.336** 2.498***
(0.868) (1.130) (0.805) (1.689) (0.824)

Time FE Yes Yes Yes Yes Yes No No Yes Yes
Bidder Country FE No No No No No Yes No Yes No
Target Country FE No No No No No No Yes No Yes

Adj. R2 0.034 0.138 0.141 0.142 0.181 0.196 0.197 0.270 0.267
F-Stat 18.1*** 1118.0*** 826.6*** 552.8*** 134.6*** 168.1*** 166.7*** 138.9*** 135.9***
NObs 15,591 15,591 15,591 15,591 15,591 15,591 15,591 15,591 15,591
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