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A L T E R N A T I V E  I N V E S T I N G

Empirical research has revealed a great deal about mergers and acquisitions trends and characteristics over the last century. But on the
issue of why mergers occur, research success has been more limited.

Economic theory has provided many possible reasons for why mergers might occur: efficiency-related reasons that often involve
economies of scale or other “synergies”; attempts to create market power, perhaps by forming monopolies or oligopolies; market discipline,
as in the case of the removal of incompetent target management; self-serving attempts by acquirer management to “overexpand” and
other agency costs; and to take advantage of opportunities for diversification, like by exploiting internal capital markets and managing risk
for undiversified managers.

In this paper, we provide evidence that merger activity in the 1990s, as in previous decades, strongly clusters by industry. Furthermore, we
show that one particular kind of industry shock, deregulation, while important in previous periods, becomes a dominant factor in merger
and acquisition activity after the late 1980s and accounts for nearly half of the merger activity since then. We can say without exaggeration
or hyperbole that in explaining the causes of mergers and acquisitions, the 1990s were the “decade of deregulation.”

1



The information in this paper may contain projections or other forward-looking statements regarding future events, targets, forecasts or expectations regarding the strategies
described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different from that shown
here. The information in this document, including statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be superseded
by subsequent market events or for other reasons. 
 
 

2


	You are now leaving AQR.com
	New Evidence and Perspectives on Mergers

