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Abstract

(M&A)

involve wholesale transfer of capital assets.

Mergers and  Acquisitions
However, the resale price of capital is usually
lower than its purchase price because of the
"lemons" problem and asset specificity.
Accordingly, this project will treat M&A as
irreversible investments and will classify
M&A into three types: horizontal M&A,
vertical M&A, and diversification M&A.
This then the

determinants for each type M&A. This article

article investigates

discovers that M&A activities are more likely

to happen if (i) uncertainty is smaller; (ii)

orperating synergies are more significant; (iii)
mergers strengthen market power; and (iv)
the costs to later expand capacity are higher.
In addition, takeover premiums are irrelevant

to M&A incentives.
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