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This report was generated autonomously by an AI replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and
methods described below. Individual replications may contain mistakes. Treat the numbers as estimates
to be checked, not as a verdict on the original paper. Original article: doi:10.1111/1540-6261.00477.

1 Summary

1.1 The Paper

Fuller, Netter, and Stegemoller (2002) find that bidder shareholders gain when buying private
firms or subsidiaries and lose when buying public firms, and that the public-target loss concen-
trates in stock-financed offers. They study acquirer announcement returns for firms that complete
five or more acquisitions within three years during 1990–2000, using 3,135 bids from SDC and
five-day cumulative abnormal returns (CARs) computed from CRSP daily returns. Because the
same bidder is observed many times, the design compares announcement returns across target
types while holding the bidder roughly fixed.

1.2 Replication Findings

The core finding replicates with the right magnitudes. Acquirer CARs are negative for public
targets (−1.35%, t = −3.19) and positive for private targets (+2.17%, t = 9.39) and subsidiaries
(+2.48%, t = 8.98), against −1.00%, +2.08% and +2.75% in the paper. Across all bids the CAR
is +1.71% against the paper’s +1.77%. The mechanism replicates as well. Within public targets
the loss comes from stock offers (−2.65% versus the paper’s −1.86%), while cash offers are indis-
tinguishable from zero (+0.02% versus +0.34%). Signs agree in 15 of the paper’s 16 cells. The
exception, public targets bought with a cash and stock combination, is insignificant on both sides.
An out-of-sample test over 2001–2011 (N = 1,879) confirms all three target-type signs.
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2 Data

The paper uses the SDC Platinum U.S. M&A Database for deal characteristics and CRSP daily
stock files for acquirer returns. The deal universe here is an SDC Platinum U.S. M&A extract of
258,990 deals spanning 1980–2011, of which 115,807 were announced in 1990–2000. A second,
academically linked SDC extract of 10,076 completed deals spanning 1991–2006 is the only source
available here for SDC’s own target public status, SIC codes and consideration structure, and
it covers 4,565 deals in the sample window. Acquirer PERMNOs come from matching acquirer
CUSIP6 to CRSP msenames at the announcement date. Returns and the value-weighted market
index come from the CRSP daily stock file (crsp.dsf) and the CRSP daily index file (crsp.dsi).

Two gaps in the available SDC fields shape the replication.
Target public status. The broad extract does not carry it, the raw SDC print-report exports do

not carry it, and WRDS offers only teaser SDC libraries, so for the 88% of sample deals outside
the linked extract it is inferred. A target CUSIP6 present in CRSP marks a public target, a dif-
ferent immediate-parent CUSIP marks a subsidiary, and the remainder are private. On the 4,565
deals where SDC’s own field is also observed the rule agrees 95.1% of the time, with public recall
525/551, private 2,319/2,450 and subsidiary 1,461/1,524.

Industry codes. They exist only inside the linked extract, so the paper’s exclusion of utility and
financial parties rests on CRSP siccd at the deal date. That code is available for every acquirer,
since the paper’s condition 4 already requires a CRSP match, and for targets that are themselves
listed, and SDC codes fill in where present. This screen removes 3,587 of 15,742 CRSP-matched
deals, overwhelmingly bank and thrift acquirers. Unlisted private and subsidiary targets outside
the linked extract have no industry code in any available source, so the target side of the condition
binds only where a code exists.

The final in-sample panel contains 3,319 bids by 448 frequent acquirers, against 3,135 bids by
539 acquirers in the paper, and it splits into 525 public, 1,722 private and 1,072 subsidiary targets,
against 456, 2,060 and 619 in the paper. The consideration fields are undisclosed for 949 bids.
Those bids stay in the sample because the paper imposes no payment-disclosure condition and its
payment columns sum exactly to its “all bids” column. They count toward the five-bids-in-three-
years and clustered-bid tests, they enter the “All” column, and they are reported as a separate
group.

3 Methodology

Abnormal returns use a modified market model without beta estimation,

ARi = ri − rm,

where rm is the CRSP value-weighted return. CARs cumulate over the five trading days (−2,+2)
around the SDC announcement date, moving to the next trading day when the announcement falls
on a non-trading day. No estimation period is used, because for frequent acquirers any pre-event
window contains other acquisition announcements.

The sample requires that the target is public, private, or a subsidiary, that the deal value is dis-
closed and at least $1m with more than 50% acquired, that the acquirer trades on NYSE, AMEX or
Nasdaq with CRSP common equity (shrcd 10/11) and five days of returns around the announce-
ment, that neither party is a utility (SIC 4900–4999) or a financial institution (SIC 6000–6999), and
that the acquirer completes five or more bids in some three-year window. Bids within five days
of another bid by the same acquirer are excluded, as are bids whose acquirer trades below $2.
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Payment is grouped as cash (cash, debt, liabilities), stock (common stock with options, warrants
or rights), or combination (mixtures including consideration SDC classifies as “other”).

Key differences from the paper. (1) Target public status is inferred for most deals, which
introduces classification noise, visible as more subsidiary and fewer private targets than the paper
reports. (2) The cash, stock and combination cells rest on the 71% of bids whose consideration
fields are populated. (3) The utility and financial screen is complete on the acquirer side but
partial on the target side. (4) The paper does not state its SIC ranges.
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4 Results

4.1 Table III Panel A: CARs by Target Type and Payment Method

Table 1: Five-Day CARs for Frequent Acquirers, 1990–2000

Replication Paper

Category CAR t N CAR N

All targets
All 1.71% 10.36 3,319 1.77% 3,135
Cash 1.89% 7.10 906 1.78% 1,530
Stock 1.15% 3.24 1,041 1.25% 763
Combo 2.53% 5.18 423 2.20% 842
Undisclosed 1.79% 6.78 949 — —

Public targets
All −1.35% −3.19 525 −1.00% 456
Cash 0.02% 0.02 139 0.34% 146
Stock −2.65% −4.50 313 −1.86% 218
Combo 1.21% 0.86 54 −1.10% 92
Undisclosed 2.77% 3.55 19 — —

Private targets
All 2.17% 9.39 1,722 2.08% 2,060
Cash 2.50% 6.02 375 1.62% 920
Stock 2.44% 5.48 615 2.43% 506
Combo 1.82% 2.88 252 2.48% 634
Undisclosed 1.75% 4.56 480 — —

Subsidiary targets
All 2.48% 8.98 1,072 2.75% 619
Cash 1.98% 4.85 392 2.56% 464
Stock 4.63% 3.65 113 3.23% 39
Combo 4.68% 5.18 117 3.33% 116
Undisclosed 1.80% 4.75 450 — —

Notes: Replication estimates use ARi = ri − rm with the CRSP value-weighted index, cumulated over the
(−2,+2) window, and t-statistics test a zero mean CAR. Paper columns are values printed in Table III,
Panel A of Fuller, Netter and Stegemoller (2002) and are not replication output. The paper reports no cell
t-statistics, marking significance as a 1%, b 5%, c 10%. “Undisclosed” holds bids whose SDC consideration
fields are missing. The paper’s extract classified every bid, so it has no counterpart column. Undisclosed
bids are part of the “All” payment row on the replication side.

The main finding replicates across target types. Public-target acquisitions produce significantly
negative CARs (−1.35%, t = −3.19) driven by stock offers (−2.65%, t = −4.50, against the paper’s
−1.86%), with cash offers flat (+0.02%). Private-target acquisitions earn positive CARs (+2.17%,
t = 9.39) under every disclosed payment method, as in the paper, and subsidiary acquisitions earn
the largest returns (+2.48%, t = 8.98). The three headline cells sit within 0.35 percentage points of
the published values, and the all-bids cell within 0.06.
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Where the replication departs from the paper it does so in the composition of the cells rather
than in the pattern of returns. The inferred target-status rule places more bids in the subsidiary
column and fewer in the private column than the paper’s SDC field does, and the undisclosed-
consideration bids thin every payment column. The one sign disagreement, public targets ac-
quired with a cash and stock combination (+1.21% against the paper’s −1.10%), rests on 54 bids
and is insignificant in both.

4.2 Out-of-Sample Test (2001–2011)

The out-of-sample window runs from 2001-01-01 to 2011-10-11, where the SDC M&A extract ends,
and uses the identical pipeline and specification. It contains 1,879 bids by 218 frequent acquirers.

Table 2: Out-of-Sample CARs, 2001–2011

Category CAR t N

All bids 0.89% 5.07 1,879
Public targets −0.84% −1.89 306

Cash 0.40% 0.99 196
Stock −4.86% −3.23 58

Private targets 1.39% 5.57 979
Cash 1.07% 3.44 524
Stock 1.86% 1.86 74

Subsidiary targets 0.95% 3.31 594

All three target-type signs hold, and so does the paper’s mechanism. The public-target loss
remains a stock-offer phenomenon (−4.86%, t = −3.23) while public cash offers are flat. Private
targets remain positive and significant (+1.39%, t = 5.57), and subsidiaries stay positive (+0.95%,
t = 3.31) at roughly a third of their 1990s magnitude. The overall public-target cell is significant
at 10% rather than the paper’s 5%. The ordering of acquirer returns across target types therefore
survives a decade beyond the paper’s sample, with attenuated magnitudes consistent with the
general post-1990s decline in acquirer announcement returns.
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