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	“Sometimes the best investments are the ones that you don’t make” (Trump & McIver, 2004). This is a famous quote from the 45th president of the United States of America, Donald Trump. He is not only the incumbent president of the United States of America, but he also is a well-established businessman, even more so Trump was a businessman and investor well before his presidency. You are able to say that he has knowledge about investing and other business-related questions. The quote of him refers to the question of whether or not it is wise to invest in a new project or business line. Investing is possible in numerous ways, take for example stock market trading or investing in real estate. But the way of investing which has importance in this paper are so called, strategic transactions. With strategic transactions you could for example think about mergers, acquisitions, divestitures or equity and venture investments. Strategic transactions are seen as unique compared to other commercial contracts or agreements, “Strategic Transactions are dramatic events for companies and often represent either the end to a company as an independent business, or at least a dramatic change in its management, ownership, or fate” (Frankel & Forman, 2017). These strategic transactions have evolved from rare events in the early seventies of the past century, to something which is a common business practice nowadays (Frankel & Forman, 2017). 								Nowadays more and more of the large listed firms have an active and ongoing acquisition department, resulting in more acquisition activities. The general idea behind this is to make growth possible for the large listed firms. These large firms are mostly the acquiring party in case of a Merger and/or Acquisition, further mentioned as M&A. M&As are essentially about one firm acquiring another firm. The counterparty on the other side of M&As are mostly relatively small firms, which consider being acquired as a possible option, or a so-called endgame, because they mostly cease to exist after an M&A (Frankel & Forman, 2017). So, M&A’s have shown increasingly numbers and importance over the last decades according to Frankel & Forman (2017), but what are the results of all these M&As? i.e. what are the outcomes of M&A activity, are M&As a value creator or more a destroyer of value. Research on M&As and its outcomes has a long tradition, a common strategy used to study M&A activity and its outcomes is to use an event study. An event study is basically about investigating the effect of a specific event (Brown & Warner, 1985).  But there are different events which has been used as the basis of M&A research over the past years, where two different events are seen as most important. First, the announcement of an M&A. Second, the actual completion of an M&A. The focus in this research will lay on the first event, but the how and why will be explained in detail in the remainder of this research. So, events regarding M&As have been researched a lot the past decades, but the outcomes of these studies are not able to provide one really clear outcome, moreover, the outcomes are quite contradicting. A good example of the contradiction is the paper of Lubatkin (1983), within this paper itself there is doubted about the real benefits and outcomes of M&As. On the one hand there is stated that it is possible that M&As do not provide real benefits and positive outcomes for the acquiring firm and on the other hand there is stated that M&As could provide real benefits and positive outcomes. Whether or not M&As will lead to positive outcomes depends heavily on the situation according to Lubatkin (1983). Taking a further look at past research there is evidence found of positive outcomes of M&A activity, for example the paper of Healy et al. (1992), where the authors found improvements in corporate performance as a result of M&A activity. But there are also negative outcomes known, for example: Agrawal, Jaffe & Mandelker (1992) state the following in their paper: some researchers conclude that acquiring firms experience significant negative abnormal returns in the first few years after a merger. But these negative abnormal returns are not significantly different from that of control firms within the same industry (Agrawal Jaffe & Mandelker,1992). Something that became quite clear is that the past research within the M&A field could not conclude whether the outcomes of M&As are positive or negative for the acquiring firms. 								The contradicting results of previous research regarding the outcome of M&As for acquiring firms, provides the opportunity for further research, with possible goals like trying to provide more insights from different angles. Most of the past research was conducted more generally, with using multiple kind of firms or industries. Except from the intensively researched banking sector, there are not a lot of industries with extensive research on M&A activity and the outcomes of these activities. So, to add some new insights to the existing literature, within this research there will be focused on a specific industry, which is logically not the heavily researched banking industry. A way of making sure that this research contributes something new, is by focusing on a relative new industry which was not the subject of previous research. This brings us to the information technology services industry, or also called technology services. This industry is chosen since it became of greater importance over the last decades and it is now a well-developed, but still relatively young industry. Because the technology service industry is still a growing industry, there are a lot of relative smaller companies and startups in this industry. These smaller startup companies are interesting takeover targets for the relatively few large companies in the industry, this indicates that M&A could play an important role in the technology service industry. The technology services industry entails electronic data processing services, providing information technology trough for example software or hardware (Mulligan & Gordon, 2002). i.e.,  technology services are professional services, specifically designed to facilitate the use of technology by enterprises and end users. Technology services provide solutions by combining the processes and functions of software, hardware, networks, telecommunications, and electronics (Demirkan et Al., 2008). Connecting the previous findings of increasing M&A importance, contradicting research outcomes regarding acquirer results, and the information technology service industry with high research potential, eventually lead to the following research question: 
“What are the effects of Merger and Acquisition announcements on the results of acquiring firms in the short run, specifically within the technology service industry?
	For this research there is chosen to focus on the acquiring firms only and thus leave out the target firms, mainly because existing research overall provides evidence of positive abnormal returns and positive outcomes for the target firms, thus the research is not contradicting on this idea. This gives us a reason to not focus on the target firms, since the existing research, provides a general rule regarding target firms and M&A results. i.e., the contradicting results of the past research mainly were regarding acquiring firms these companies. Another thing that played a role is that acquiring firms will often continue to exist as a publicly traded company. Mostly the target firms will cease to exist, so it is more difficult to investigate the benefits for these firms (Frankel & Forman, 2017). Investigating target firms will be specifically hard after M&A completion, and in the long run, although this is not a problem in this research, since the focus is on the short run.  The research question stated above will be divided into some sub questions with their own hypotheses, which can be found in the literature and hypotheses section. In the end the goal of this paper is to get an insight in the short run benefits and results of M&As announcement for the acquiring firms within the technology service industry. This goal will be achieved by conducting a standard event study and compute an abnormal return model (Brown & Warner, 1985). In the remainder of this paper first some literature about M&As in general will be handled, to make clear how and why they exist, including an explanation of measurements of performances, which eventually resulted in three hypotheses. Thereafter the data and methodology used will be explained, which will eventually lead to the results section of this paper, from which a conclusion will be drawn. In the end the limitations and recommendations for future research will be discussed.
[bookmark: _Toc44922977][bookmark: _Toc37323272][bookmark: _Hlk42436309]2 Literature review
	This section consists of a thorough discussion of previous literature which eventually is used to form hypotheses which will be tested in the remainder of the paper. The literature section is structured in the following manner. First, as a starting point an introduction to the concept of M&A is provided, including a short and simplified definition of the concept M&A. Following is a paragraph where in general, mostly managerial, motives for conducting M&A activity are discussed, based on a study of Trautwein (1990). Followed by some more firm based motives for conducting M&A activity. Thereafter, the possible effects and results of conducting M&A activity will be handled, this paragraph is divided into three subparts; Effects of M&A activity in general, Effects of the M&A announcements more specifically, and a specific section aimed towards Abnormal Returns. The fourth section is a more general literature section, in this section is an introduction to the information technology service industry is provided and also firm size is introduced. Fifth, and last, is a concluding part where everything is brought together eventually resulting in the hypotheses which will be tested during the remainder of the research.
[bookmark: _Toc44922978]2.1 Introduction to the concept of M&A
	Prior research suggests that strategic transactions, including M&As, have grown of importance, and increased in number over the last decades (Frankel & Forman, 2017). This growing importance of M&As is also mentioned by Ma, Pagan and Chu (2009), they quote that the volume of M&As, particularly in developed markets, greatly expended over the past quarter century (Ma, Pagan & Chu, 2009). Within this paper the authors discuss a once U.S. business phenomenon, called M&As, becoming more commonly used by firms throughout the whole world, in order to achieve their goals regarding strategic growth, this development is also found and described in almost the same way in the paper of Gaughan (Ma, Pagan and Chu, 2009; Gaughan, 2005). Thus, that M&As have grown in numbers and importance in the last decades is something that is for sure, but this development did not happen in a straight line, the growth came in waves (Dobbs, Goedhart & Suonio, 2007). They state that the number of M&As indeed did increase over the past decade, but they saw a wave pattern in this growth. What they mean with waves, is that they found peaks followed by a slight decrease, but in general the number of M&As was rising during the research sample. In the end, there is enough evidence of the growing importance of M&A activity all around the globe during the past decades. But what does the concept of M&A eventually entail, that is something which will be made clear in the following short paragraph.	 “M&A, deals, buyouts, LBOs, MBO’s, private equity, venture capital, corporate development, and a myriad of other terms are used to describe large transactions that fundamentally change the nature or course and control, of a company” (Frankel & Forman, 2017). While there could be mentioned a lot of differences between the types of deals listed by Frankel & Forman (2017), in the end they are all seen as strategic transactions. In general, all of these strategic transactions involve a change and/or shift in the control of a company, which mostly is paired with a change and/or shift in strategic direction. So, the main idea of strategic transactions in general, is to fundamentally change the nature, course or control of a company for various reasons, which will be discussed shortly hereafter. More specific about M&As, Mergers and Acquisitions, simply said this is all about combining two or more firms into one company. The difference between a merger and an acquisition is as follows; with a merger two or more companies decide to work together under one, mostly new, name from now on. A relatively well-known example of a merger is the merger of Air France and KLM, into the new firm, Air France KLM (Melkonian et al, 2011). With an acquisition it is slightly different, there it is the case that one firm actually buys another firm, think for example of the acquisition of YouTube done by Google in 2006. Within this research, no differentiation is made between mergers and acquisitions, since both of generally are about two or more firms combining into one firm, this idea is applying to both mergers and acquisitions. Now we know that M&As became of greater importance over the past decades, and what they basically mean, we are able to look at possible motives for why M&As do occur, i.e. why do firms engage in M&A activity.
[bookmark: _Toc44922979]2.2 Motives for M&A activity
	Previous research has provided us with different reasons for M&A activity. A good starting point for discussing these reasons and motives is the study of Trautwein (1990). Within this research seven possible motives for firms to engage in M&A activity are mentioned and further explained, namely: Efficiency theory, Monopoly theory, Raider Theory, Valuation Theory, Empire-building theory, Process theory, and Disturbance theory. These seven theories can be divided into three groups, with all their own plausibility. The theories as provided by Trautwein can be seen as mostly managerial reasons for engaging in M&A activity. Thereafter some more firm-based motives will be discussed, these motives are more based on the concept of synergies. 						The first, and most plausible, group mentioned by Trautwein consists of the Valuation theory, Empire-Building theory and Process theory.  The “Valuation theory” argues that M&A’s are planned and executed by managers who have better information about the target’s value than the stock market has. Which mean that these managers can make better valuations of potential target firms, compared to the market, and thus in the end are possible to benefit from undervalued firms (Trautwein, 1990). The main idea of “Empire-Building theory” is simple, M&As are planned and executed by managers who think about maximizing their own utility instead of maximizing the shareholders’ value (Trautwein, 1990). The “Process theory” suggests that M&A activity is driven by the strategic decision process of a firm, this strategic decision process is assumed to be fully rational. But this seems quite impossible in reality, think for example about agency problems or irrational actors, or maybe political factors influence the decision process of a firm. Thus although Trautwein suggests the process theory to be part of the most plausible group, I personally disagree that the process theory is really plausible, due to the fact that fully rational actors are not thinkable in reality (Monroe & Maher, 1995). So, these three theories are seen as the most plausible motives to conduct M&A activity, at least by Trautwein. (1990). 		The second group, which is less, but still very plausible, includes the Efficiency theory and the Monopoly theory. The “Efficiency theory” explains M&A activity based on the concept of efficiency, an M&A could lead to a more efficient way of working, and in the end create a combined outcome which is greater than the sum of the separate outcomes without M&A activity, this is sometimes referred to as synergies in the M&A sector (Trautwein, 1990). Three types of synergies are mentioned by Trautwein, namely financial synergies, operational synergies, and managerial synergies, but in the end they all entail the same, namely a higher combined outcome. The “Monopoly theory” is about achieving market power by conducting M&A activity, this could be achieved either by a horizontal M&A, within the same industry, or by a vertical M&A, within the supply chain (Trautwein, 1990). More monopolistic firms are less dependent on other firms and the market, the bigger the firms are, the more power they have. 													The third and last group mentioned by Trautwein consists of the Raider theory and the Disturbance theory, which are seen as the least plausible or even implausible reasons for conducting M&A activity. The “Raider theory” is about a person which causes wealth transfers from the stockholders of the company he/she bids for, but this is seen as an impossible motive due to multiple reasons. For example, the wealth transfer hypothesis, which is the basis of the raider theory, is often seen as an illogic hypothesis.  Last up is the “Disturbance theory” which suggests that M&A (waves) are caused by economic disturbances, because they change expectations of individuals, but this theory is also found implausible by Trautwein (1990). Since Trautwein believes that M&As should always be implemented from inside the firm, economic disturbances from outside the firms are thus seen as an implausible reason for conducting M&A activity.					 	These three groups of motives for M&A activity provided by Trautwein in 1990, can be seen as more general motives to engage in M&A activity, mostly based on manager decisions and reasons for M&A activity.  Nguyen et al. (2012), provide their own two subgroups for M&A motives, these are based on the concept of synergies, which could be seen as more firm-based motives. A synergy is the concept that the combined value and performance of two or more firms will be higher compared to the separate, individual values and performance of the firms (Nguyen et al, 2002). Within their paper they make a distinction between two kind of synergies which could be seen as a motive for conducting M&A activity, namely the value-increasing synergies and on the other hand the non-value-increasing group. As the names suggest, the one group is completely about increasing the value of a firm with the help of synergies, and the other group does not focus on increasing the value of the firm when making use and exploiting synergies (Nguyen et al., 2012). When we try to connect these two groups with the motives of Trautwein discussed before, we could say that for example the valuation theory and the efficiency theory can be placed in the value-increasing group, because these motives are more about gaining value with the use of the same resources. Motives which could be placed in the non-value-increasing synergies are for example the empire-building theory and the monopoly theory, where it is more about enlarging the firm as a whole and gaining more market power, instead of gaining specifically in value. The existence of these synergies in general is confirmed by the paper of Healy et al. (1992). Within this paper the influence of M&A activity on firms’ performance is investigated. The authors conclude that merged firms show significant improvements in their asset productivity, compared to the industry they operate in, which in the end mostly led to higher operating cash flow returns. This is attributed to the fact that firms are able to use their resources in a more efficient way when producing their outputs, which again is in line with the efficiency theory of Trautwein (1990). 					Regarding synergies there is often made a distinction between different types of synergies which could play a role in the decision whether or not to conduct in M&A activity. Nyguyen et al. (2012) made the distinction based on value-increasing and non-value-increasing synergies. Looking at other researches, there are different distinctions in synergies found, but they basically all made the same differentiation as in the paper of Chatterjee (1986). Within this paper there are three groups of synergies mentioned, namely: Financial synergies, Operating synergies and Collusive synergies. These synergies are all based on benefits with respect to different kind of resources in operating a firm. Financial synergies come arise from benefits regarding the cost of capital, for example it becomes less expensive to use outside financing for the newly, combined firm. Operating synergies arise from benefits regarding the production of goods and services, so the operations themselves, for example the production process is more efficiently in the combined firm. And the collusive synergies are seen as price related benefits (Chatterjee, 1986) . These are the three main kind of synergies found in previous research. In a more general sense, most of the reasons for conducting M&A activity are thus based on synergies of all kinds. Other reasons to engage in M&A activity could be, growth, competition, domination or tax purposes, but synergies are seen as most important (Chatterjee, 1986). Since we now know why M&A could occur,  the focus can now move towards what the possible effects and outcomes could be for firms which engage in M&A activity.  
[bookmark: _Toc44922980]2.3 Effects of M&A activity 
	In the section before the main motives and reasons for conducting in M&A activity have been provided and explained, these motives are all motives which are pre-M&A, so the motives are from before the M&A actually taking place, which logically makes sense. Regarding the effects and results of M&A activity it lays somewhat different. In general, there are two main and important moments during M&A activities, which could affect the firms concerned with the M&As. These two moments in time are seen as events within the field of M&A, the first event being the announcement date of an M&A and second event is the actual completion and implementation of the M&A deal (Frankel & Forman, 2017). For this research in particular, there will be focused on the announcement of an M&A  and the effects of this event on the firms involved in the M&A, since this is seen as the event which could possibly lead to the most impact on the firms (Halpern, 1983). The main reason Halpern addresses is that the announcement of M&A activity is the first real public event regarding an M&A, and thus would lead to the biggest shock, when the deal is completed, it is not really a surprise anymore and the M&A is more or less already taken into account by the market and firms (Halpern, 1983). In the upcoming section first some general examples and outcomes will be discussed, followed by examples more aimed towards the effect of announcing an M&A and at last a paragraph with the focus on abnormal returns, due to M&A announcements. The main focus in this section 2.3 will be towards the acquiring firms since these firms are the main subjects of the research.  
[bookmark: _Toc44922981]2.3.1 Effects of M&A in general
	The starting point of this section is the paper of Healy et al. (1992), within this paper the authors investigate whether or not corporate performance improved after M&A activity was conducted. They did this by examining post-acquisition operating performance of the merged firms, from their 50 firms great sample based on U.S. industrial firms, between 1979 and 1983. The authors used pre-tax operating cash flows as their measure of improvement. In the end the conclusion was drawn that firms within the sample indeed showed improvement in corporate performance. The main explanation the authors assigned to this effect was the fact that the combined firms started working in a more efficient way, compared to before the M&A. This effect they named operating synergies; this could be connected to the concepts mentioned earlier by Chatterjee (1986). These operating synergies came forth out of the fact that the production was conducted in a more efficient way after the M&As were completed, compared to the period before the M&As. This is in accordance with motive of the efficiency theory from Trautwein (1990). These operating synergies are seen as the major source of value creation within M&A activity by Houston & Ryngaert (1994). Since the papers of Healy et al. (1992) and Houston & Ryngaert (1994) are relatively old papers nowadays, and these papers are based on more industrial society, it is thinkable and arguable that operating synergies are not the major source of value creation anymore these days. But operating synergies are fore sure still relevant nowadays, although maybe to a lesser extent, due to the changes in society away from an industrial society, towards a more service-based society.  		 									“Positive or even negative operational synergies are often cited as a prime motivation for decisions that change the scope of the firm”(Leland, 2007). Leland (2007), thus confirms the point made by Healy et al. (1992) and Houston & Ryngaert (1994), but at the same time questions if the operating synergies are still ‘the big thing’, since the world has changed over the past decades. Within its paper, Leland  (2007), investigates the existence of purely financial synergies. Financial synergies can be positive, and thus favoring M&As, but could also be negative, and thus favoring separation i.e. are against M&As. Leland concluded that financial synergies indeed became more important over the last years, and they plausibly exceeded the importance of operational synergies, but that is seen as industry dependent. In general synergies are seen as, mostly positive, reasons for and outcomes of M&A activity at the same time. But outcomes of M&As are not only about the firm and its operations, it also has influence on the stock value and thus the stockholders.							This effect on stock value is previously researched in the paper of Andrade et al. (2001). The authors investigate the effect of M&As on stock value. They use a sample from different industries, spread over three centuries, for their event study. Their main finding is given in one quote, namely:“ mergers create value for stockholders of the combined firms, with the majority of the gains accruing to the stockholders of the target ” (Andrade et al., 2001). This statement made by the authors suggests that M&As could provide positive outcomes for stockholders of the combined companies. With the majority of the gains accruing to the target firms’ stockholders, thus the target firm’s stockholder is better off compared to the acquiring firms’ stockholders. So, the authors suggest that the outcomes for stockholders of the acquiring firm are less positive as for the target firms’ shareholders. Thus, outcomes for acquiring firms are expected to be less positive relative to target firms’ outcomes. Some previous literature even states that outcomes for acquiring firms could end up being negative to some extend(Agrawal, Jaffe & Mandelker, 1992). Until now only positive outcomes were considered and discussed, but it seems plausible and likely that not every M&A has a positive outcome, something which is focused on in the following part.							Agrawal, Jaffe & Mandelker (1992), research the post-merger period, and found that within their sample  more than half of the M&As fail in the end, and thus not lead to the wanted results. The authors provide three possible reasons for M&As to fail. First thing mentioned is integration risk; this regards the problem that in practice the integration of two firms is a lot tougher than in theory on the forehand. i.e. there were unexpected factors which played a role in practice, which were not expected before implementing the M&A. The second reason is mentioned overpayment; the acquirer simply valued the target higher than it was worth in reality, i.e. the acquirer overvalued the target, and thus overpaid in the end. Which eventually resulted in lower or even negative outcomes, which were not expected on the forehand.  The third reason for M&A failure, the authors call culture clash, which regards the fact that the two corporate cultures are so dissimilar that in the end it is rather impossible to combine both firms. So, there are three main reasons for M&As to fail according to Agrawal, Jaffe & Mandelker (1992). These reasons for M&As to fail, were the basis of a lot of failed M&As in the past. The ideas of Agrawal, Jaffe & Mandelker (1992), came back in lots of subsequent literature. For example, the paper of Han, Suk & Sung (1998), where the effect of overpayment in M&As is investigated, using the earnings-price ratio and book-to-market ratio. The authors concluded that the returns of acquirers are negative during the M&A period, mainly due to overpayment of the bidder firms. The authors found that this overpayment mainly was caused by overconfidence and overestimation from the acquirer firm. These cases of overpayment could also be due to the fact that acquiring firms often times pay premiums to the target firms, which is an amount above the real value of the target, to compensate the target firms (Agrawal & Jaffe, 1999). But when these premiums are higher as expected or budgeted, this could quickly result in overpayment.  Meyer & Altenborg (2007), investigated the failed M&A between two Nordic telecom companies, Telia of Sweden and Telenor of Norway. They tried to find out why this M&A, although the large number of positive sings on the forehand, ultimately failed. Concluded was that this merger failed due to the fact of great differences in corporate governance, which eventually resulted in integration problems between the two firms. (Meyer & Altenborg, 2007). So, to summarize, in the end there has been conducted a lot of research regarding the outcomes of M&As in general, some outcomes were seen as positive, while others were seen as negative. This exact point is why the M&A literature could be seen as a contradicting research field, since there is not a clear good or bad within this field. Following now is, a look at effects of the M&A announcements in particular, to find out if this contradiction is also present there.
[bookmark: _Toc44922982]2.3.2 Effect of M&A announcements
	The starting point of this section is the paper of Franks, Harris & Titman (1991). Within this paper the authors investigate the postmerger share-price performance of acquiring firms, in which they differentiate between the period after the M&A announcement and the period after the M&A completion, which could again be connected with the two main events discussed by Frankel & Forman (2017).  The paper of Franks, Harris & Titman (1991) on the one hand states that one of the benefits of M&As could be a substantial wealth gain at the time of the M&A announcement, but on the other hand the authors state that the positive post-announcement period reflects optimistic estimations of the future, estimations which are hardly ever realized. In other words, M&A announcements could lead to overoptimistic estimations of the future, which after the M&A completion, turn out to be unrealistic, and eventually lead to negative outcomes. Franks, Harris & Titman (1991) found evidence of this wrongfully optimism in several studies, which overall report an average abnormal return of -5.5% in the first year after an M&A actually takes place (Frank, Harris & Titman, 1991). Such negative returns are seen as “unsettling because they are inconsistent with market efficiency and suggest that changes in stock price during takeovers overestimate the future gains from merger” (Ruback & Jensen, 1983, p.20). In other words, the expected future gains from M&As could be highly overvalued and in the end turn out not to be true. 										Most of the times there is made a distinction between the effect for the acquiring firm and the target firm, regarding the outcomes of M&A announcements, similarly in the paper of Agrawal & Jaffe (1999). They state that almost previous researches report large and positive average abnormal returns regarding the target firms in the M&A process, around the date that the M&A is announced, which is not a surprise, since a lot of premiums are involved in the takeover process (Agrawal & Jaffe, 1999). These premiums could thus lead to positive outcomes for the target firms, but at the same time lead to overpayment by the acquiring firms, as stated before. Agrawal & Jaffe (1999) are very clear about the effect of an M&A announcement for the target firms, but they are not sure about the effect of an announcement for acquiring firms. On the one hand they found previous literature which showed very small, but significantly, positive abnormal returns for the acquiring firms around the M&A announcement. But on the other hand, they found previous literature which suggest abnormal returns to be zero or even negative abnormal returns for acquiring firms (Agrawal & Jaffe, 1999). In the end we could say that Agrawal & Jaffe (1999) thus found a lot of contradicting results regarding the effects of M&A announcements on the acquiring firms. 								The contradiction found in the paper of Agrawal & Jaffe (1999) is also mentioned in the paper of Capron & Pistre (2002). Capron & Pistre (2002) state that most of the previous studies conclude that on average acquirer shareholders break even, so abnormal returns are zero on average. Which suggest that there are some positive and some negative abnormal returns, which balance out towards an abnormal return of zero (Capron & Pistre, 2002). These findings are thus in line with the contradicting outcome of the Agrawal & Jaffe study from 1999. Capron & Pistre (2002) refer to a ‘well-known review article’ from Roll, written in 1986. The main finding in this study of Roll is that the null hypothesis, there are zero abnormal returns to acquirers, may not be rejected i.e. abnormal returns do not significantly differ from zero. Even though there have been conducted a lot of researches regarding the abnormal returns, the null hypothesis should be maintained, since all the results are too contradicting to draw another conclusion on abnormal returns. 									Most of the previous research about the effect of M&A announcements on the acquiring firms, was based on the concept of abnormal returns, a concept which was used a few times above. Most of the times the concept of abnormal returns was used in combination with an event study.  But why is this and what do abnormal returns precisely entail? That something which should be clear for the remainder of the research.  According to Jacobsen (1988) abnormal returns describe the unusual profits, or as the name states, abnormal returns. The main idea is that the performance, and thus returns, are different from the expected or anticipated returns. These anticipated returns are mostly based on an asset pricing model, which uses a long run historical average or multiple valuations (Jacobsen, 1988), an example which could be thought of is the CAPM model. The specific model used and how the abnormal returns are retrieved within this research, will be explained in further detail in the methodology section hereafter. Abnormal returns are seen as essential in determining a portfolio’s risk adjusted performance, when this performance is compared to either the overall market or industry or to a benchmark index (Capron & Pistre, 2002). Abnormal returns are able to uncover whether a firm performs in a different way as expected, which is quite useful regarding M&As, since with M&As we want to find out what the effect of an M&A is, compared to a normal situation without an M&A (Capron & Pistre, 2002; Yang, Qu & Kim, 2009). The usage of abnormal returns in the field of M&A is reaffirmed by Faccio, McConnel & Stolin (2006), in their study they use abnormal returns to find out if there are differences in returns for two groups of acquirers, one group with listed targets and one with non-listed targets. But the idea of abnormal returns is what matters here, namely finding out if firms perform different from a situation which is expected and seen as normal (Faccio, McConnel & Stolin, 2006). Another way of using abnormal returns, is by summing up all the abnormal returns for a specific period, leading to the cumulative abnormal returns, CARs, for this specific period. The CARs are usually taken over a small window in time, think about 10 to 15 days. These CARs are used in order to investigate the impact of a particular event within these 10 to 15 days, on the returns of a company(Ma, Pagan & Chu, 2009). So, in the end most of the event studies on effect of M&A announcements uses (cumulative) abnormal returns to find out if the firms perform different than expected. This is seen as a trustworthy manner of conducting research on the effects of  M&A announcements, which is why this is also used in this research.
[bookmark: _Toc44922983]2.4 Other relevant literature 
	In this section some additional relevant literature is discussed regarding the information technology service industry and the effect of firm size in M&A performance, if there is any. First up an explanation of the information technology service industry, or ITS industry. The ITS industry mostly focusses on electronic data processing services, providing information technology through either hardware or software (Mulligan & Gordon, 2002). Think for example of firms from which create software for certain mobile phone apps, to firms who supply hardware for personal communication. Something which is of importance with the ITS industry,  is that this industry is relatively new, compared to for example the banking industry or a manufacturing industry, but nonetheless it is important and indispensable industry throughout the whole world nowadays (Wu, 2007). This point of Wu (2007), is important when we look at a quote from the paper of Ma, Pagan & Chu (2009), because these authors state that most of the M&As take place in developed industries, which are relevant and have high potential these days. Combining the findings of Wu (2007) and Ma, Pagan & Chu (2009) thus shows that the ITS industry could potentially provide us with a great amount of M&A deals, since it is seen as an industry with high potential and good growth opportunities, but at the same it is seen as a well-developed industry, even though it is still a relatively young industry. M&As in the ITS industry are taking place all around the world, but not all of them will be publicly known and come with a lot of information, simple due to the fact that most target firms are small, private, non-listed firms (Wu, 2007).  Something other worth mentioning is that firms within service industries are better able to create value by acquisitions within the same industry and outside their home country, so most of the M&As in the ITS industry should be horizontal M&As (Zhu, Xia & Makino, 2015). Within this research this is not something which is focused upon, but for future research this could be something worth investigating the different types of M&As in the ITS industry.  							Firm size is an important concept in the M&A sector for several reasons and in several ways. Think for example about the fact that large size firms will mostly focus on acquiring small size firms (Frankel & Forman, 2017). In the M&A sector it is seen as quite normal that the acquiring firm is substantially bigger in size compared to the target firm, there are not a lot of cases where acquirer and target are comparable in size, and the target being bigger in size is almost not thinkable. So, you could conclude that the bigger the firms are in size, the smaller the chance of being acquired by other firms (Gorton, Kahl & Rosen, 2006). The larger a firm is in size, the greater the chance that this firm will conduct M&A activity, in order to maintain its size in the foreseeable future (Akben-Selcuk & Altiok-Yilmaz, 2011). So, firm size does play a role in the plausibility of an M&A to happen, and it could also be a reason for acquiring firms to engage in M&A activity. But what role could firm size play in the success and outcome of M&A activity if it does play a role at least. The main thing to take into account is the deal size of M&A activity, relative to a firms’ size. When a deal for example is relatively small compared to the acquiring firms’ size, the M&A will not influence the (abnormal) returns to a great extent, independent of its success (Gorton, Kahl & Rosen, 2006), since the deal size is relatively small compared to the firm, its influence will be small. This is the other way around for large deal size compared to a firms’ size, so the larger the deal size compared to firm size, the larger the possible influence on the acquiring firms’ returns (Gorton, Kahl & Rosen, 2006). So, based on previous literature we conclude the firm size could definitely play a role in the M&A process and its outcomes, this is why firm size is taken into account in our model as a control variable. 
[bookmark: _Toc44922984]2.5 Concluding and forming hypotheses 
In this part a conclusion is drawn from the literature covered above, with some key takeaways being mentioned, which eventually will lead to the formulation of hypotheses. These hypotheses will be tested in the remainder of this research. Based on previous literature, we are able to conclude that M&As became more important over the past decades, even more so they are still very relevant these days, and thus worth investigating. Several motives for conducting M&A activity were discussed and connected with examples from past researches. Based on previous literature we were able to conclude that the outcomes and results of M&A activity for an acquiring firm could be either positive, negative or equal to zero in the short run, thus we were not able to come up with a general rule regarding M&A outcomes, since the previous literature is thus contradicting. While focusing more on the effect of announcing M&A activity, we found that abnormal returns play a major role in assessing the effects of these announcements. Resulting in the fact that within this research will lay on the use of (cumulative) abnormal returns to find out if M&A announcement in the ITS industry have an effect on the performance of acquiring firms. Furthermore, there is found that firm size could play different roles in the M&A process, and it thus could be a useable variable in our model. So, the focus with forming the hypotheses will lay on the cumulative abnormal returns and the abnormal returns per day, to find out if M&A announcements result in any effects for our sample group.	With the null hypotheses of Roll (1986) in our head, the main hypothesis of this research is structured in the following manner: 
Hypothesis 1: The cumulative abnormal returns for the event window are equal to zero, and thus there is no effect of M&A announcements in the short run.	
	This null hypothesis is held to be truth, unless the outcomes of the research show that the cumulative abnormal returns significantly differ from zero, then the null hypotheses should be rejected, and the alternative hypotheses should be accepted. This alternative hypothesis is logically that the cumulative abnormal returns are not equal to zero in the short run, so the CARs could be positive or negative for the acquiring firms in the ITS industry. Which indicates that there is an effect of the M&A announcements on the returns, and thus performance of the acquiring firms in the sample. From this first hypothesis, another hypothesis could be derived which is based on the abnormal returns, instead of the cumulative abnormal returns, and this hypothesis is thus almost the same, namely: 
Hypothesis 2: The abnormal returns during the event window are equal to zero, independent of the day in the event window, there is no effect of the M&A announcements in the short run.		
	This separation between the cumulative abnormal returns and the abnormal returns is made to be able to investigate the effect of time within the event window to a greater extent, the reason for this will be clarified a bit further in methodology section below. This hypothesis logically leads to an assumption which can be made if the hypothesis 2 can be rejected, due to significant results found in the models and regressions used. When hypothesis 2 should be rejected, this implies that the abnormal returns during the event window are not equal to zero, independent of the day in the event window. And thus, in the end the abnormal returns should be positive or negative. The third and last hypothesis which is tested in this research is about the firm size, and its effect on the (abnormal) returns of a firm. Based on prior research the following null hypothesis regarding firm size is formed: 		
Hypothesis 3: The firm size of the acquiring firm does not have an effect on the amount of the abnormal returns of a firm. 										
When there is found significant evidence that the firm size has an effect on the (cumulative) abnormal returns, the null hypotheses should be rejected. Eventually resulting in the acceptation of the alternative hypothesis that the size of an acquiring firm has an influence on the amount of (cumulative) abnormal returns which came forth from the announcement of M&A activity. How these three hypotheses will be tested is made clear in the following section.
[bookmark: _Toc44922985]3 Methodology and Data
	This section provides an explanation for the use of an event study in this research, this is done by discussing how an event study approach should be conducted and discussing the pros and cons of using an event study approach. This section includes the explanation of the event study parameters used in this research. Thereafter the data collection process will be discussed in detail, which entails discussing the selection criteria used and providing insight in where the data came from. When the data collection is handled, there will be focused on the model which is used to generate the abnormal and cumulative abnormal returns from the data.  This all is done to make clear how the research objectives of this research will be achieved. With the announcement of an M&A, a considerable amount of information is revealed, regarding the acquirer firms, the target firms, the potential transactions etcetera., all this information can be used to assess the stock market reaction on the announcement of M&As. That is in the end what the objectives of this research are all about, namely:
· Determine if the announcement of an M&A results in abnormal returns for acquiring firms, at least in our subsample.
· Find if there is a relationship between possible abnormal returns and the firm size of acquiring firms within our subsample. 
The methodology and data section of this research will be concluded by providing insight in the main variables used within this research, with the help of the summarize statistics of these variables. Thereafter, there is shown how these variables are connected with each other, with the use of a correlation table.
[bookmark: _Toc44922986]3.1 Event study approach  
[bookmark: _Hlk44597626]	An event study is a widely used and respected method to investigate the effects of M&A activity, for example on, stock price behavior (Brown & Warner, 1985). The fact that an event study is suitable for investigating an M&A effect is confirmed by Woolridge and Snow (1990), they found that event studies are consistent and valid for attempting to quantify any corporate event, including M&As. According to Brown & Warner (1985), an event study, especially where abnormal returns are used to evaluate an event, can be divided into three main steps. The first step is defining the sample group you want to investigate, this includes retrieving and collecting the right data for this group, mostly from a financial database. The second step of conducting an event study is selecting a good and suitable benchmark model, in order to determine abnormal returns in stocks. This benchmark could be based on either the overall market or industry or on an index, like for example the S&P 500 or MSCI world index (Brown & Warner, 1985; Capron & Pistre, 2002). The third step is the actual calculation and analyzation of the abnormal returns, this is seen as the most important step, since here the actual analysis of the event takes place (Brown & Warner, 1985). The first two steps are seen as preparation steps, with the third step being the actual analysis step. These three steps will be used and followed in the remainder of this methodology and data section, more specifically the first step can be found under the header “data collection”, and the second and third step can be found under the header “the OLS market model”.	When using an event study in combination with abnormal returns, in general two separate periods in time are used, these are so called: windows. First, you have the estimation window and thereafter the event window. The estimation window is used to calculate the normal, expected returns for a firm, in a situation without an event taking place. It is important for the estimation window to be chosen in such a way, that this window and its returns are not affected by the event (Brown & Warner, 1985). The event window, as the name suggests, is the period in which the actual event takes place, which could be any, mostly corporate, event. In this research the event is the announcement of M&A activity by the acquiring firm. As discussed before there is chosen specifically for the announcement of M&A activity as the event in this study, since the first public announcement is seen as the event which could lead to the biggest impact, and is thus seen as the most appropriate event in researching the effect of M&As on firms and the market (Halpern, 1983). i.e. it is expected that the announcement M&A could produce and show the biggest impact on firms and the market. Previous research found that in a general sense the abnormal returns are found at first some days before the actual event, this could possibly be due to the leakage of information. This leaked information could be used to conduct insider trading activity, which is the trading of stock based on nonpublic information(Panayides & Gong, 2002). But, unless the market does fully anticipate an event, which is often not the case in reality, there is still room for further abnormal returns to arise during a specific event window (Panayides & Gong, 2002). 		Thus, in general the estimation window should be used to predict normal performance for the stock, where the event window should be used to find the abnormal returns, based on the estimation window. Within this particular event study research, the estimation window and event window will look the following. First the estimation window, for this window is chosen to use a 30-day period before the event actually taking place. The period is from 40 until 10 days prior to the event, so with the event being t = 0, the estimation window will be from t = -40, until t = -10, (-40,-10). This period is chosen since it is seen as long enough to predict normal performance, and it is separated enough from the event window to make sure that the event does not influence the estimation window (Panayides & Gong, 2002). The event window is a window of 11 days, from t = -5 until t = 5, so the period (-5, 5). This is chosen based on the paper from Panayides & Gong (2002), since they suggest using an eleven-day window around the event, to fully capture the effect of the event. The figure below provides an illustration of the event study approach used in this research: 

Figure I
Estimation window and Event window
This figure provides an illustration of how the estimation window and event window are structured over time. The figure shows that the estimation window consists of 30 days and the event window entails 11 days. With the announcement of the M&A being at t=0.
[image: ]
So, the three basic steps of an event study are now known and explained to some extent. These steps will be followed hereafter to produce a suitable model. Furthermore, is clarified how the actual windows in this study look like, so, now we look at the data collection process and the data itself. This will be done in the following section, based on several criteria.  
[bookmark: _Toc44922987]3.2 Data collection
	The selection of a sample group and the search for the relevant and key data for this group is seen as the first step of an event study ( Brown & Warner, 1985), logically this was the starting point for this event study. For selecting a sample group and reaching the research goals, it is important to have clear and applicable selection criteria. The criteria for selecting the sample group used within this research are the following: Firstly, the industry was of importance, so the sample consists only of deals from the ITS industry. Secondly, it was of importance that the firms were publicly listed, to be able to find and use the most information as possible. Furthermore, only completed M&As were included within the sample, so no other strategic transactions or incomplete, not yet finished M&As were included, this to be able to exclude the effect of M&A rumors, which in the end did not result into a completed M&A deal. The fourth and last criteria is that the M&As were announced and completed between the time window from the 1st of January until the December 31 of 2019, so a 10-year period is used. So, in the end the sample consisted of completed M&A deals, between two listed firms, with the acquirer being active in the ITS industry within the 10-year period. All the information was retrieved from the FactSet database, eventually resulting in a sample group consisting of 305 M&A deals meeting the criteria. The most important information retrieved from the FactSet database, were daily stock returns, M&A announcement dates and the firm size of the acquiring company at the moment of the announcement. After correcting for missing information, the sample group was brought from 305 deals to 249 deals. Some further correcting was needed for duplicates and deals with multiple acquirers or targets, eventually resulting in a sample group of 199 M&A deals, with 181 acquiring firms. From these deals and firms, the daily stock returns, the announcement date and the firm size at the announcement date are known. But to be able to achieve the research goal, the abnormal returns are needed, the exact manner in which they are calculated can be found in the following section.
[bookmark: _Toc44922988]3.3 The OLS market model
	The actual daily stock returns are known since they are retrieved from the FactSet database. To be able to test for the existence of abnormal returns, next to the actual daily stock returns, we also need the normal, expected returns for the firms during the estimation and event windows. These expected returns for the firms could be calculated by an equilibrium model, such as the CAPM, capital asset pricing model. The normal rates of return can be forecasted based on the model, or an index can be used as a benchmark, the latter one is chosen within this research. This is the second step as described by Brown & Warner (1985).  To find the normal expected rates, the MSCI world index is used, this index is chosen since the sample consists of firms from around the globe, and thus a world index is the best choice in this case. For calculating the normal returns and in the end also the abnormal returns, the paper of Brown & Warner (1985), is taken as a starting point. They suggest using an estimation window to eventually calculate the beta value of a stock, which they call the slope coefficient. This beta value is found by regressing the MSCI index return to the stock returns retrieved from FactSet (Brown & Warner, 1985). This beta is not only the coefficient of the slope, but it also measures the stock volatility compared to the market (Panayides & Gong, 2002). 								So, the first step now is to predict the normal performance of the firms during the event period. As said before, to predict this a regression is done using the company returns j and the index returns m. The slope coefficient is the beta value,  , and the y-intercept is given in the form of alpha,  . The estimated return on stock j in the event period is calculated as follows, under the assumption of a constant beta: 
(1) 
Where ,  stands for the expected return at time , and  are parameters of the regression as stated before, and the daily return for the index is found as  at time t. To now come to the abnormal returns of the stock, the difference between the actual return on a stock i and the expected return  should be found. So, the abnormal return can be found with the following equation:
(2) 
Where   stands for the abnormal returns of a stock, and  stands for the actual return of a stock.  The actual return of a stock is found in the database of FactSet, so this is a given number per company per day. But if this were not the case, the actual return of a stock i at time t, could be calculated as follows:
(3) 
Since equation (1),   , can be simplified to , the abnormal returns can be seen as the following, simple equation: 
(4) 
[bookmark: _Hlk41382280]Where eit simply stands for the difference between market return and normal expected return of the firms.  With the Abnormal Returns found, the Cumulative Abnormal Returns, CAR’s can also be found, given the fact that this is the sum of the abnormal returns in a given time period, the event window, this leads to the following CAR equation:
(5) 
So, now we calculated the (Cumulative) Abnormal Returns from the data retrieved from FactSet, we are able to discuss the main OLS regression which is used within this research. The variables which are of importance are of course the cumulative abnormal returns as the dependent variable. We use date is an independent variable, which is a time variable, to find out the effect of time on the cumulative abnormal returns in our model. As a control variable we use firm size of the acquiring firms at the time of the M&A announcement. These are the main and most important variables in our simple OLS regression, which is the basis of our research. Within the research some findings are expected, which we can build upon with further regression analyses. But the basic OLS regression of this research will look as follows: 

Where we thus have the cumulative abnormal returns as the dependent variable, date as an independent time variable from the 1st of January 2010 until the end of December 2019, and firm size is used as a control variable, which is given in thousands of dollars. And of course, the Error term is taken into account. 
During further research with the dataset there is made use of alternative versions of the cumulative abnormal returns, where there is made a distinction between the cumulative abnormal returns within the event window, before the announcement is made, and after the announcement is made. Also, the difference between these two versions of the CAR is taken, to find out if there was a difference between the two subperiods. One further variable used in the analysis, was the Abnormal Return variable, since with the use of this variable there could be more research done on the effect of time within the event window,  if we used the CAR variable here, this would be a redundant variable, since a specific time aspect was already taken into account within this CAR variable. But the exact meaning of each of the variables used in the model can be found in Appendix I. Now we take a short look at the summary statistics, which can be found in table I below:
Table I
Summary statistics
This table provides a short summary for the main variables used in the analysis. The first column shows the variable name, the definition of these names can be found in appendix I. The second column shows the number of observations for the variable. The third column shows the value of the mean for the specific variables. Followed by the fourth column showing the standard deviation. The fifth and sixth column respectively show the minimum and maximum values for the variables. 	
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	Count
	Mean
	Deviation
	Minimum
	Maximum

	CAR_w
	8313
	0.4245341
	9.149156
	-34.06371
	29.67562

	CAR_before
	995
	-0.2843003
	4.692039
	-42.67483
	12.80807

	CAR_after
	1194
	-0.5619469
	5.819738
	-51.20979
	18.46489

	diff_CAR
	1194
	0.2776466
	5.326992
	-15.88983
	16.3172

	AR_w
	8313
	-0.0461762
	2.012835
	-8.534966
	8.125223

	date
	726748
	20088.5
	1054.242
	18263
	21914

	firm_size_w
	646584
	24973.12
	56801.89
	-2.564546
	243767.4

	N
	726748
	
	
	
	



All the variables shown are the winsorized variables and are thus corrected for outliers, except for the time variable, date. The underscore w’s point out that the variables which needed adjustment for outliers, are corrected using the winsorize command. Keeping the outliers in the model would have given a skewed and unreliable outcome of our models. The standard deviation is in line with the minimum and maximum values of all variables, which indicates that the outliers are deleted correctly. The main  dependent variable here is the CAR_w, the cumulative abnormal returns, which are normally distributed from -34 until 29. These cumulative abnormal returns are taken from the estimation and event window, which brings us to the number of observations, namely 41 for every M&A deal within the sample. With a mean of 0.4245, you could say that this is relatively close to zero, the same goes for the other (cumulative) abnormal returns, so they are all distributed around zero. When we compare the cumulative abnormal returns within the event window, before and after the event, we see that both of them have a negative mean, but after the announcement event this effect is larger compared to before the event. The AR_w variable is simply the separated form, which is not summed up, of the cumulative abnormal returns. Which leaves us with the date, as a time variable of ten years in total and firm size as a control variable for the size of the acquiring firm. 								When we take a look at the correlation table, table II below, between the three main variables in our model, being CAR, date and firm size. We can see that there is low correlation between all the variables, which suggest that they are not influencing each other over time. The main problems regarding the data, for example missing values, duplicates or outliers are thus dealt with in our dataset and model. This enables us to focus on the estimation results without worrying about problems with the dataset.
Table II
Correlation matrix
This table shows the correlation between the dependent variable, being CAR_w. The independent variable, being date. And the control variable being firm_size_w.
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	CAR_w
	
	1.000
	
	
	
	

	 
	
	
	
	
	
	

	date
	
	0.0150
	
	1.000
	
	

	 
	
	
	
	
	
	

	firm_size_w
	
	-0.0096
	
	0.1169
	
	1.000


	                              	
[bookmark: _Toc44922989]4 Results
	In this section the results are exhibited. As discussed in the methodology section, at first a simple OLS regression will be conducted to find out whether or not there are signs of a significant effect. For the whole dataset, as well as for the separate regressions, a Breusch-Pagan test and a White-test was conducted, to check for the presence of heteroskedasticity. In all tests was found that there was heteroskedasticity present in the models. In order to overcome this heteroskedasticity, the robust standard errors were used for all the regressions in our research, which are also known as the Eicker-Huber-White robust standard errors (Imbens & Kolesar, 2016). This results section consists of two parts, first the regressions and estimation results will be discussed and connected with previously stated hypotheses. Thereafter the findings from these regressions will be connected to the existing literature, to find out whether the findings are consistent with the existing literature or that some new findings could be added to the existing literature. 
[bookmark: _Toc44922990]4.1 Estimation results 
	In this paragraph the regressions will be discussed and analyzed. The first set of regressions are the ones with the cumulative abnormal returns as the dependent variable, and the date and firm size as independent variables, which has been discussed in the methodology section. These particular regressions can all be found in table III below. The four regressions found in table III were used to test whether hypothesis 1 holds or should be rejected. Furthermore, there is also taken a look at hypothesis 3 within this table III. At first the cumulative abnormal returns of the estimation window and event window were regressed against the independent variable date and the control variable firm size; this outcome can be found in specification 1. This was done to get a general idea about the effects the variables had on each other, as a basis for further regressions. The second specification shows the regression of the cumulative abnormal returns for only the event day within the event windows, again against date and firm size, this so we were able to investigate the effect of the event day alone on the cumulative abnormal returns. A dummy variable was used to make sure only the event day was taken into account. Thirdly, a regression of the cumulative abnormal returns within the estimation window was conducted, thus from days -40 untill -10, against the same independent and control variables as before. The last and fourth specification is a regression of the cumulative abnormal returns of only the event window, thus days -5 untill +5, against the variables date and firm size. The last two regressions are conducted to see if there is any difference regarding the cumulative abnormal returns in the estimation and event window, respectively. For each regression the Beta estimates, thus the coefficient, as well as the significance levels are reported. The latter one can be found between the brackets.  	When looking at the results in table III below, the first thing we notice is that the coefficients are all very small, this holds for every regression. This implicates that the variables date and firm size do not have a large effect on the dependent variable, which is the cumulative abnormal returns in all cases. The effect of date on cumulative abnormal returns is slightly positive, but this is almost negligible, since these effects are so small. The same goes for the effect of firm size on the cumulative abnormal returns, the only difference is that this effect is slightly negative instead of positive. These small coefficients are reinforced by the r-squared value from all the models being very low. Which implicates that the independent variables have a very small influence on the dependent variable. The most remarkable and important finding within this output table is that the results for the first three regressions are all seen as insignificant, since the p-values between the brackets are all above 0.05, and thus indicate insignificancy.  So, for specification 1, 2 and 3, respectively being the regressions on estimation window and event window, the event day itself , and estimation window alone, the results show no significant outcomes, this means that hypothesis 1 will hold in these cases, so cumulative abnormal returns are equal to zero and are not affected by date and firm size, and thus M&A announcement. This is different for specification 4, where the focus is on the cumulative abnormal returns within the event window, from day -5 untill day +5, with day 0 being the event day. This regression shows significant results for both the influence of date and firm size on the cumulative abnormal returns within the event window. Since both their p values, 0.046 and 0.000 respectively are both below the 0.05 value. The effect of firm size is even highly significant. This outcome thus suggests that within the event window the cumulative abnormal returns, are indeed influenced by the date and firm size, leading to the fact that the cumulative abnormal returns are not equal to zero within this event window. Based on which we could conclude that the M&A announcement event has an effect on the cumulative abnormal returns in our sample. And eventually will lead to the rejection of hypothesis 1. To make sure that this hypothesis should be rejected, some other regressions were conducted to further investigate the finding, as a sort of robustness checks.  Regarding hypothesis 3, in specification 1, 2 and 3, no evidence was found which should lead to the rejection of hypothesis 3. Specification 4 however showed very significant evidence that firm size does influence the cumulative abnormal returns, thus it may be the case that hypothesis 3 should be rejected, this will be looked upon in more detail with further regressions.	
Table III
Cumulative abnormal return regressions
The table displays four different OLS regressions, all with a specific version of the cumulative abnormal returns as the dependent variable. For all the regressions the coefficients and p-values are provided, as well as the number of observations, N, and the (adjusted) R-squared. Specification (1) entails the regression for the whole period, including estimation and event window. Specification (2) focusses only on the event day specifically.  Within specification (3) there is taken a look at the estimation window only. Specification (4) entails the regression for the event window only.  P-Values in parentheses: * p < 0.05, ** p < 0.01, *** p < 0.001.
	 
	(1)
	(2)
	(3)
	(4)

	 
	CAR_w
	CAR_w
	CAR_w
	CAR_w

	
	
	
	
	

	date
	0.000110
	0.000296
	0.0000450
	0.000299*

	
	(0.252)
	(0.554)
	(0.704)
	(0.046)

	
	
	
	
	

	firm_size_w
	-0.00000163
	-0.00000612
	-0.0000000102
	-0.00000617***

	
	(0.104)
	(0.293)
	(0.993)
	(0.000)

	
	
	
	
	

	_constant
	-1.634
	-5.916
	-0.139
	-5.958*

	 
	(0.396)
	(0.559)
	(0.953)
	(0.049)

	N
	8016
	192
	5907
	2109

	R-squared
	0.000
	0.004
	0.000
	0.004

	Adjusted R-squared
	0.000
	-0.007
	-0.000
	0.003

	p-values in parentheses
	
	
	
	

	* p<0.05, ** p<0.01, *** p<0.001
	
	
	
	



Within the following table, table IV, basically the same regressions were conducted as in table III. The only difference being that in this case the abnormal returns were used as the main dependent variable, instead of the cumulative abnormal returns. The use of the abnormal returns enables us to investigate the effect of time and events in more detail within the event window. Hence the use of cumulative abnormal returns will results in a redundant variable, since the time variable, event_window_days, is already taken into account within CARs. So, in table IV, the first specification is the regression of abnormal returns against date and firm size, for the estimation and event window. Specification 2 is the regression with only using the abnormal returns on the event day as dependent variable. And specification 3 and 4 are the regressions with the use of abnormal returns in the estimation window and the event window, respectively. Based on table III, we expect that specification 4 will show significant results in table IV as well. Within table IV, hypothesis 2 is tested, which is almost the same as hypothesis 1, but just focused on abnormal returns instead of cumulative abnormal returns. 
Table IV
Abnormal return regressions
The table displays four different OLS regressions, all with a specific version of the abnormal returns as the dependent variable. For all the regressions the coefficients and p-values are provided, as well as the number of observations, N, and the (adjusted) R-squared. Specification (1) entails the regression for the whole period, including estimation and event window. Specification (2) focusses only on the event day specifically.  Within specification (3) there is taken a look at the estimation window only. Specification (4) entails the regression for the event window only. P-Values in parentheses: * p < 0.05, ** p < 0.01, *** p < 0.001
	 
	(1)
	(2)
	(3)
	(4)

	 
	AR_w
	AR_w
	AR_w
	AR_w

	
	
	
	
	

	date
	0.00000980
	0.000157
	0.00000605
	0.0000205

	
	(0.621)
	(0.414)
	(0.789)
	(0.616)

	
	
	
	
	

	firm_size_w
	0.0000000505
	-0.00000227
	0.000000194
	-0.000000349

	
	(0.836)
	(0.161)
	(0.474)
	(0.509)

	
	
	
	
	

	_constant
	-0.204
	-2.809
	-0.124
	-0.433

	 
	(0.607)
	(0.470)
	(0.783)
	(0.600)

	N
	8016
	192
	5907
	2109

	R-squared
	0.000
	0.007
	0.000
	0.000

	Adjusted R-squared
	-0.000
	-0.004
	-0.000
	-0.001



	Looking at table IV, and comparing the findings with table III, we see that the coefficients became even smaller. For example the first coefficient from the first regression changed from 0.000110 to 0.00000980. This suggest an even smaller effect for the abnormal returns compared to the cumulative abnormal returns, which is nothing strange, since the cumulative abnormal returns are simply the sum of the abnormal returns, thus this change was expected. The values of R-squared are again very low, suggesting a low influence of the independent variable on the dependent variable. For the first three regressions, the results are still not significant, suggesting that hypothesis 2 should be maintained and may not be rejected, and thus the event has no significant influence on the abnormal returns. But the most important change took place regarding the fourth regression, where the abnormal returns of the event window were regressed against date and firm size. In table III, this regression for CARs showed significant results, hence the p-values were below 0.05. But with this alternative regression, based on the abnormal returns, the significant results within the event window disappeared. Which could be considered as a quite strange finding, since the regression did not change a lot, even though another dependent variable was used. This suggest that hypothesis 2 should be maintained, the same goes for hypothesis 3, since no significant influence of firm size on abnormal returns were found. The finding that cumulative abnormal returns in the event window significantly differ from zero and the abnormal returns do not, required further investigating, within the event window itself. 				With comparing the results in tables III and IV,  some contradicting results were found regarding the event window specific regressions. This provides a reason to further look into the event window and the effect of the time variable, and thereby announcement dates, on the abnormal returns within this event window. These regressions are conducted by looking at the effect of the time-variable event_window_days on the abnormal returns. The variable event_window_days consists of the 11 days within the event window, which is the basis for specification 1 in table V, this can be seen as a control regression, since it shows the effect for the whole event window. Specification 2 in table V focusses on each specific day within the event window, except for the event day itself, being at t=0.  Specification 2 is of greater importance, since this provides more detailed information on the separated event days, instead of the whole event window. This is done to find out if there is a difference in effect between the days in the event window, i.e. to see if the event has a real influence on the abnormal returns.		When looking at the output of the first specification in table V. We see that R-squared is still low at 0.000, suggesting that the event window days do not explain the abnormal returns. We can also see that the coefficient is slightly negative, being at -0.0127, this suggest that during the event window the abnormal returns are slightly negative. When comparing the output of table III and IV, with table V, we see that the coefficients became relatively less small, but are still not that high, which still suggest no real big influences of the event on abnormal returns, at least not in specification 1. The second specification is a lot more interesting, since this looks at the day by day effect during the event window. When looking at the coefficients around the event day, so from -2 until +2, we see a spike in the coefficients around the event day. This does suggest that the announcement of an M&A certainly has an effect on the abnormal returns of the acquiring firms. But these results are, in line with almost all of the other findings, not significant given the high p-values between the brackets. Thus, although the coefficients suggest that the announcement of an M&A has an effect on the, due to the insignificance of the results, hypothesis 2 may not be rejected and thus should be maintained. 				Untill now, the only real evidence we found which suggests an effect of M&A announcements on the abnormal returns or cumulative abnormal returns was found in table V. But since these findings were not significant at any level, so far, we cannot assume that M&A announcements have an effect on the abnormal returns of the acquiring firms. The only significant results were found in table I, by regressing the CARs against the independent variables, within the event window only. But these significant findings were connected with very small coefficients Since we thus found some effect within the event window, we conducted one more regression which was focused on looking at effects within the event window, making a distinction between cumulative abnormal returns before the announcement was made and cumulative abnormal returns after the announcement was made. This was done by making use of the variables CAR_before, for the returns before the announcement, and CAR_after for the returns after the announcement was made. Furthermore, we used the difference between these two sub samples to see if this difference was significant or not, which is the variable diff_CAR. All these estimation results can be found in table VI.  Within table VI the first specification is the same regression as which can be found in table III under specification II, where we regressed the cumulative abnormal returns for the event dates against the date and firm size. Specification 2 in table IV is the regression where the cumulative abnormal returns from within the event window, but before the announcement, were regressed against date and firm size. Thus, these were days -5 until -1. The third specification shows the regression of the days after the announcement, but still within the event window, thus days +1 until +5. The fourth and last regression was based on the difference between the cumulative abnormal returns before and after the announcement to find out if there was a significant difference between these two values. These regressions were al ran to again test hypotheses 1 and to some extent also hypothesis 3. 			











Table V
Separate event window day regressions on abnormal returns
The table displays two regressions with the abnormal returns as the dependent variable. For all the regressions the coefficients and p-values are provided, as well as the number of observations, N, and the (adjusted) R-squared.  Specification (1) shows the results of the regression of the complete event window against the abnormal returns. Specification (2) shows ten separate regressions for each day in the event window, except the actual event day, t=0. These regressions are conducted to find out if the effect on abnormal returns differ within the event window. P-Values in parentheses: * p < 0.05, ** p < 0.01, *** p < 0.001
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	(0.0341)
	

	
	
	

	_Ievent_window_day-5
	
	0.218
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	(0.186)

	
	
	

	_Ievent_window_day1
	
	0.167
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	0.0301
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	-0.0135

	
	
	(0.950)

	
	
	

	_Ievent_window_day5
	
	-0.00181

	
	
	(0.992)

	
	
	

	_constant
	-0.0769
	-0.153

	 
	(0.081)
	(0.254) 

	N
	2189
	2189

	R-squared
	0.000
	0.003

	Adjusted R-squared
	-0.000
	-0.001



Table VI
Cumulative abnormal returns regression within event window
The table displays four different OLS regressions, all with a specific version of the cumulative abnormal returns as the dependent variable, all of them being within the event window. For all the regressions the coefficients and p-values are provided, as well as the number of observations, N, and the (adjusted) R-squared. Specification (1) entails the regression for the whole eventwindow, against the cumulative abnormal returns. Specification (2) differentiates by focusing only on the days before the announcement. Where specification (3) focusses on the days after the announcement. The last specification (4) shows the regression based on the difference between (2) and (3).  P-Values in parentheses: * p < 0.05, ** p < 0.01, *** p < 0.001
	 
	(1)
	(2)
	(3)
	(4)

	 
	CAR_w
	CAR_before
	CAR_after
	diff_CAR

	
	
	
	
	

	date
	0.000296
	-0.0000977
	0.000325
	-0.000423

	
	(0.554)
	(0.689)
	(0.191)
	(0.239)

	
	
	
	
	

	firm_size_w
	-0.00000612
	0.00000102
	-0.00000516
	0.000000613

	
	(0.293)
	(0.782)
	(0.191)
	(0.239)

	
	
	
	
	

	_constant
	-5.916
	1.838
	-6.633
	8.468

	 
	(0.559)
	(0.713)
	(0.347)
	(0.303)

	N
	192
	192
	192
	192

	R-squared
	0.004
	0.001
	0.009
	0.010

	Adjusted R-squared
	-0.007
	-0.010
	-0.002
	0.000



All the regressions again show really small coefficients, which is in line with the rest of the results found. This also holds for the values for R-squared. Suggesting small, neglectable links between the dependent and independent variables. None of the outcomes in table VI are seen as significant, since all the p-values, which are the values between the brackets, are above 0.05. Thus, these outcomes suggest that neither for the cumulative abnormal returns before the announcement, nor for the cumulative abnormal returns after the announcement the effect of the announcement is significant. This results in the fact that also the difference between these two small sub periods is not significant. So, again we can conclude that the hypotheses tested will hold, so hypothesis 1 and 3. In the end we need to assume that cumulative abnormal returns are equal to zero, for all the sub periods, and thus that the announcement of the M&A does not have any effect on the returns of the acquiring firms.			After conducting several different regressions to check from different perspectives, we only found one regression which showed significant results. But since this was one of the first regressions and the regressions thereafter were used to check if this outcome holds, which it did not, we may assume that this significant outcome is a distorted image of reality. In the end, nearly all of the regressions showed non-significant results, suggesting that there was no real effect of the announcement of M&A activity on the returns of the acquiring firms, since the cumulative abnormal returns did not really change around the event day. There is made use of a graph, figure II, , to show the absence of any real effect. Within this figure II, the cumulative abnormal returns are plotted for each of the eleven days in the event window. As can be seen, the variance in this plot does not really change over the whole event period, which suggest that the cumulative abnormal returns neither change during the event window. In other words, the announcement of M&A activity does not show any influence on the cumulative abnormal returns, since around t=0, the variance within the plot does not differ from the other days in the event window.
[bookmark: _Hlk44852195]Figure II
Cumulative abnormal returns
This graph shows a plot of the cumulative abnormal returns with respect to each singular day in the event window, so from day -5 untill day 5. 
[image: ]
[bookmark: _Toc44922991]	4.2 Connection estimation results and hypotheses
Within this section the hypotheses as formed in the literature section, will be connected with the results found above. This is done to find out which hypothesis will hold, and which hypothesis should be rejected. We will logically start with the hypothesis 1, which was:  The cumulative abnormal returns for the event window are equal to zero, and thus there is no effect of M&A announcements in the short run. This hypothesis was tested within two estimation tables above, namely table III and table VI. Within table III the hypothesis was tested in a more general sense, based on larger sub periods, being the estimation window and the event window. Within this table III is found that for the event window as described before, the results are significant, which entails that based on this finding, hypothesis 1 should be rejected. And the alternative hypotheses should be accepted, being that CARs are not equal to zero, and thus there is an significant effect from M&A announcement on the returns of acquiring firms. But for this finding to hold, some additional robustness checks were conducted, focused more specifically on the event window. Table VI includes these more specific estimation results focused on the event window itself, to find out where the significant results in table III came from, and if they even hold. With making a distinction within the event window based on using the event day as a separator, thus dividing the event window into pre-event and post-event subperiods. For both periods no significant estimation results were found. This suggest that hypothesis 1 should be assumed as the truth and thus should not be rejected. Since the findings in table III and table VI did not show results which were perfectly in line, figure II was used to draw a conclusion. Within this graph was found that over the event window the cumulative abnormal returns did not show any remarkable variance, suggesting that the CARs do not differ over the event period, they are all distributed around zero. In the end, even though one estimation showed significant results, we conclude that hypothesis 1 should not be rejected and thus should be assumed as the truth. This thus implies that cumulative abnormal returns within our event window are equal to zero, and there is no significant effect on acquiring firms results coming from the announcement of M&A  activity. This conclusion is reinforced with the findings regarding hypothesis 2.												Hypothesis 2 was stated in the following manner: The abnormal returns during the event window are equal to zero, independent of the day in the event window, there is no effect of the M&A announcements in the short run. This hypothesis is quite similar to the first one, with  the only difference  being that this one as focused on the abnormal returns instead of the cumulative abnormal returns. Hypothesis 2 is tested with use of the estimation tables IV and V, which were handled before. Table IV was comparable with table III used to test hypothesis 1, in which the only significant result thus far was found. Table IV remarkable enough, does not show any significant effects, not even within the event window (specification 4), where table III with the cumulative abnormal returns did. This was found strange and in need of further investigation. Table IV thus suggests that hypothesis 2 should be maintained, since none of the estimation results were significant. Within table V there was taken a further look at the event window with respect to the abnormal returns. Within this estimation table V was found that the abnormal returns around the event date seem to be increasing, but this finding was not significant. In the end, based on findings in table IV and table V, we were able to conclude that hypothesis 2 should be maintained. Resulting in the conclusion that the abnormal returns during the event window are equal to zero, and that the returns are thus not influences by the announcement of M&A activity by the acquiring firms in our sample.							The third and last hypothesis was one which was more focused on the control variable of the firm size, to find out if firm size does play a role in the amount of (cumulative) abnormal returns. Hypothesis 3 was stated as follows: The firm size of the acquiring firm does not have an effect on the amount of the abnormal returns of a firm. This hypothesis was basically tested in every estimation table, except for table V, where the focus was on the influence of event window days only. But irrespective of the one significant finding in table III, none of the other estimations showed any significant relation between firm size and abnormal returns, nor between firm size and cumulative abnormal returns. This absence of significant results suggests that hypothesis 3 may not be rejected and thus should be considered as true. Thus, the firm size of the acquiring firm does not have an effect on the (cumulative) abnormal returns of a firm, at least not in our sample and chosen periods. But this could be also due to the fact that there are no (cumulative) abnormal returns found in our sample.				In the end, all three hypotheses as stated in the literature section should be maintained and thus not be rejected. It is hard to say if this was expected or not before the analysis were conducted, due to the fact that the previous literature showed contradicting results regarding the existence of (cumulative) abnormal returns as a result of M&A announcements. Personally, I did expect the M&A announcement to influence the abnormal returns on the fore hand. But due to the contradicting previous literature, it does not come as a complete surprise that there is no relation found between abnormal returns and M&A announcements.									
[bookmark: _Toc44922992]4.3 Comparing the results with existing literature
	This paragraph tries to connect the main estimation results from our event study with the existing literature on M&A deals and cumulative abnormal returns. The main finding from the regressions in our event study is the following: there seems to be no influence of the event on the cumulative abnormal returns in the given event window. In other words, the cumulative abnormal returns do not significantly differ from zero for our sample group in the ITS industry, during the given event window. Furthermore, the size of the acquiring firm does also seem to have no effect on the height and existence of cumulative abnormal returns, but this could be due to the fact that the cumulative abnormal returns are equal to zero in the first place. Based on which all hypotheses were assumed to be true and thus were not rejected.										The first paper of relevance is “The Hubris Hypotheses of Corporate Takeovers”, from Roll (1986). Within this paper there is investigated what the effect is of M&As and their announcements on the stock values of the target and acquiring firms. Only the latter results are interesting with respect to our research, Roll (1986) found that the effects of M&A in general could lead to small positive abnormal returns for acquiring firms, but that these abnormal returns are mostly corrected back to zero due to the hubris of acquiring firms. This hubris in most cases resulted in overpayment by the acquiring firm, which in the end neglected the slightly positive abnormal returns and drove them back towards zero. For M&A announcements Roll came to similar conclusions, namely that abnormal returns could be slightly positive for acquiring firms after an M&A announcement was made. But it is likely that these abnormal returns will also be corrected back to zero for several reasons, with the most obvious being that the market corrects for the announcement of an M&A, even before an M&A is made. This could be due to the leakage of insider information to the public, i.e. the announcement of M&A activity does not come as a real surprise anymore (Roll, 1986).  In the end the conclusion of Roll is thus that the null hypothesis of cumulative abnormal returns being equal to zero, after M&A announcement, and M&A completion, should hold and can not be rejected. 									The conclusion of Roll (1986)  is strengthened by the research of Chhetri & Baral (2018). Within this particular event study, the effect of M&A announcements on firm’s abnormal returns were investigated. The authors made a distinction between the effect for acquiring and target firms. The main finding of this research is that the abnormal returns did not change over the event period, at least for the acquiring firms, which is very relevant. This was the result of  looking at and comparing the abnormal returns before the announcement was made and after the announcement was made. The authors found no significant difference regarding the two different outcomes. This method is in line with the regressions conducted in table VI above. Where I tried to find out if there was any significant difference between preannouncement and post announcement days. The estimation results in table VI are line with the findings of Chhetri & Baral (2018), namely that there is no significant difference in abnormal returns between these two sub periods. This enables us to conclude, based on both regressions, that there is no significant influence of the M&A announcement on acquiring firms abnormal returns during the specific event windows. 												“A phenomenon observed in studies of U.S. acquisitions is that acquirers achieve zero or negative average announcement period cumulative abnormal returns (CARs) when acquiring listed targets and positive average CARs when acquiring unlisted targets” (Faccio, McConnel & Stolin, 2006). This quote is based on several earlier event studies which were conducted in the M&A field. The most important point is that there is made a difference in whether or not the target firms are listed companies or not. In the sample group used in this research, only deals between listed acquiring and listed target firms were taken into account. Thus, the outcome, that cumulative abnormal returns do not significantly differ from zero in our sample, is not that big of a surprise after all. Since this could have been an expected outcome according to the research of Faccio, McConnel & Stolin. This quote at the same time provides a suggestion for further research, which includes non-listed target firms to find out if this results in different outcomes within the ITS industry.						But as discussed before, in previous research there is evidence found for the existence of cumulative abnormal returns for the acquiring firm as a result of M&A announcements. Take for example the research of Agrawal & Jeffe (1999), where the authors again confirm that the abnormal returns for target companies are very high and significant. But in contrast to the results of our estimations, these authors state that they indeed found significant positive cumulative abnormal for acquiring firms, although these positive cumulative abnormal returns are substantially smaller compared to the target firms, they are still positive cumulative abnormal returns. This finding is contradicting to our hypotheses, and the hypothesis of Roll (1986). The existence of cumulative abnormal returns for acquiring firms during the announcement period is confirmed during the study of Barney (1988). The study of Barney found positive cumulative abnormal returns for acquiring firms during M&A activity and the announcement period. But, not in the whole research sample this CARs were found. Barney claimed that it depends on a lot of factors whether or not there are positive cumulative abnormal returns for acquiring firms after an M&A announcement is made. For example, from which industry the target is operating could be relevant, or the size of the target firm could also play a role. So, Barney (1988) concluded that cumulative abnormal returns could be present, but this is highly dependent from the situation the acquiring firm is in.									So, in the end, there is evidence found against the existence of cumulative abnormal returns for acquiring firms during the announcement period, like so in this research. But in the past, there is also evidence found that they could be positive CARs for the acquiring firm during the announcement period. It seems to be highly dependent on the situation whether or not M&A announcements result in cumulative abnormal returns for acquiring firms. A lot of determinants play a role here, the industries of acquirer and target, is the target a listed firm or not, the size of acquirer and target etcetera. Thus overall, cumulative abnormal returns for acquiring firms, are quite a vague research subject, with not a clear outcome or conclusion, all the evidence seems to be and stay quite contradicting, mainly due to the fact the so much determinants could play a role in potential cumulative abnormal returns. 












[bookmark: _Toc44922993]5 Conclusion
	 This research has set out to add to the literature regarding the effect of M&A announcement on returns for acquiring firms. Specifically in the information technology service industry. Previous literature found evidence both in favor and against the existence of cumulative abnormal returns in different industries, countries and time areas.  These contradicting outcomes were mainly due to different determinants used by individual researches. Even though most researches focused on cumulative abnormal returns, there are a lot of factors possibly affecting the cumulative abnormal returns, resulting in contradicting outcomes over time. 							The effect of M&A announcements on acquiring firms within the ITS industry was measured by analyzing cumulative abnormal returns. For an effect to be present, the cumulative abnormal returns should significantly differ from zero during the event window, which is situated around the announcement period. Multiple OLS regressions utilizing numerous variable sets and timeframes were used in order to gauge the effect of an M&A announcement on stock returns.	
	This research finds, for this particular sample group within the ITS industry, that cumulative abnormal returns did not significantly differ from zero around the announcement of an M&A deal.  The finding that CARs are equal to zero during the event window is in line with some earlier studies (Roll, 1986; Chhetri & Baral, 2018; Faccio, McConnel & Stolin, 2006). However, some studies did find evidence for the cumulative abnormal returns to significantly differ from zero, so there is found evidence for an effect of M&A announcement on returns for the acquiring firms (Agrawal & Jeffe, 1999; Barney 1988). When taking a look at the research question again which was formulated as follows: “What are the effects of Merger and Acquisition announcements on the results of acquiring firms in the short run, specifically within the technology service industry?. This research concludes that there are no significant effects of Merger and Acquisition announcements on the returns of the acquiring firms in our sample. 	In the end, our finding of the absence of cumulative abnormal returns is thus in line with existing literature. Nonetheless, it also conflicts with some previous findings as well.. This brings us back to the starting point of this research, the contradiction in existing literature. Past research was mostly conducted based on the cumulative abnormal returns, based on different countries, industries, time frames. The fact that a lot of different factors are included in the sample groups, is expected to be the main reason for the contradicting results between all the past event studies. For our sample in the ITS industry there is no evidence found for the cumulative abnormal returns to be different from zero, but it could thus be the case that with another sample, these CARs could be found to be different from zero. Since M&As are quite complex events and with complex processes, including a lot of different determinants, it is quite hard to form one general conclusion, which is applicable to all researches and samples, at least regarding the acquiring firms. 
[bookmark: _Toc44922994]6 Discussion 
	This research has set out to contribute to existing research field around M&A announcements, this research field is seen as contradicting and thus there is always room for further research. There was chosen to use an event study-based approach in combination with cumulative abnormal returns to find out if M&A announcements had any effect on acquiring firms. This approach was based on several previous studies and was seen as a good and suitable way of doing research, but of course is also has its limitations.												The first limitation of this research is the relatively small number of determinants taken into account. M&As are seen as quite complex processes with a lot of determinants playing a role in whether or not these M&As turn out to be successful. It could be said that there are missing variables or that there is missing data within this research. Within this research most of the determinants and variables were assumed to be constant or fixed. The choice to use fixed determinants was made on the forehand, but afterwards it could be considered wise to have made some more distinctions within the dataset. For example, there is no distinction made between the types of M&As in the sample, so no distinction between for example horizontal or vertical mergers. Zhu, Xia & Makino, (2015), stated that the type of M&A deal could influence the outcome of the deal and the effects of the M&A announcement. Another difference was found regarding the target firms, deals with non-listed target firms, on general, showed more positive results and returns for acquiring firms, compared to deals with listed target firms. Since this research only considered listed target firms, this was something which could not be researched. In the end the main point which I want to make here, is that the data set may be not complete enough after all, even though it was thought to be complete before the analysis. A recommendation for further research thus should be to make sure to include more determinants and variables in the data set, to be able to conduct more and deeper research with the data set. 						A second limitation could be the method used in this research. Although an event study with the use of cumulative abnormal returns to find out if any effects exist is a decent way of conducting your research, is only sheds light on the situation from one side. In other words, the method used in this research is good and decent, but it may be the case that another approach resulted in different results and outcomes. So, for future research it might be wise to use different methods, or at least measurements for the effect of M&A announcement. You could for example measure the performance of the acquiring firms with the use of earnings before taxes, instead of returns. So, check whether earnings might change around the announcement of an M&A deal, to see if this announcement has any effect on the performance of the acquiring firms. 									Despite the limitations mentioned above, this research could be seen as a good starting point for research regarding M&A announcements in the information technology service industry. To my knowledge there was not much research conducting within this industry in the past, and thus this research could be seen as a good foundation for further research. It is a fact that this research is not complete to form a generalizable conclusion for the whole industry. But this research could be seen as a good starting point, with room for a lot of different approaches for future research. To overcome potential limitations in future research, or the prevent them in general, there are some suggestions I have for conducting future research. Firstly it is important to make sure that the data set is as complete and extensive as possible, to be able to conduct complete and generalizable estimations, although this could be considered quite difficult due to the amount of determinants playing a role in these kind of M&A deals. Secondly, I would suggest making use of more than one approach in future research, or at least an approach which differs from the event study with cumulative abnormal returns. This is suggested to get a more complete insight in the effects of M&A announcements on acquiring firms.  
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Appendix I
Variable description table
This table provides every variable name used in the model, in the foreground, but also in the background, with a matching description and definition.
	Variable Name
	Variable Description
	Definition

	stock_return
	Stock Return
	Daily percentage stock return per firm for period 1-1-10 untill 12-31-19

	index_return
	Index Return
	Daily percentage MSCI index return for period 1-1-10 untill 12-31-19

	firm_size
	Firm Size
	Firm size based on enterprise value in thousands of US Dollars

	announced_date
	Announced Date
	Date on which the M&A is announced and thus becomes publicly known. 

	date
	Date
	Time variable from 1-1-10 untill 12-31-19

	estimationwindow
	Estimation Window Dummy
	Dummy is 1 if variable date is in estimation window, otherwise the dummy has a value of 0

	eventwindow
	Event Window Dummy
	Dummy is 1 if variable date is in event window, otherwise the dummy has a value of 0 

	event_window_days
	Event Window Day
	Days within the event window from -5 untill +5

	AR
	Abnormal Returns
	Abnormal returns based on actual stock return and expected normal stock return

	CAR
	Cumulative Abnormal Returns
	Sum of the abnormal returns

	AR_w
	Abnormal Returns Winsorized
	Abnormal returns, but corrected for outliers

	CAR_w
	Cumulative Abnormal Returns Winsorized
	Cumulative abnormal returns corrected for outliers

	CAR_before
	Cumulative Abnormal Returns Before
	Cumulative abnormal returns corrected for outliers, in event window, before the announcement. So days -5 untill -1.

	CAR_after
	Cumulative Abnormal Returns After
	Cumulative abnormal returns corrected for outliers, in event window, after the announcement. So days 5 untill 1.

	diff_CAR
	Cumulative Abnormal Returns Difference 
	Difference between CAR before and CAR after. 
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