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ABSTRACT

With the outbreak of the financial crisis in mid-1997, the Korean government
has removed a majority of M&A-related regulations in order to facilitate M&A
transactions. This was based upon the belief that M&As are one of the most
efficient ways to restructure financially distressed firms compared to other
government-driven restructuring programs. In this paper, we try to empirically
assess the role of M&A in restructuring distressed firms in Korea following the
financial crisis. In doing so, three empirical analyses have been conducted. The
first analysis attempts to identify financial characteristics of the insolvent M&A
targets. The second exercise directly tests the change in performance of insolvent
M&A targets before and after such M&A transactions. The third analysis is a
more general assessment on the role of M&A transactions to determine if being
involved in an M&A transaction (regardless of its motivate) has reduced the
probability of becoming insolvent in the future. Overall, we find some evidence
supporting that M&A activities after the financial crisis have played a positive role
in restructuring financially distressed firms in Korea.
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<H 3 d8HL9 Fo
¥ 4 o
In(ASSET) 719 FARte] AAZ gk
CR O R} H /gl E(interest coverage ratio, ©JAFH-§ A7 A F
019] + o] Au)g)
CUR -5 H]&(current ratio, &ALt + f-55FA)
DAR 3 2)- A} aH)E-(debt-equity ratio, EE-A + A7) AHR)
OIA FAH74 73 0] ¢ E(ordinary income to total assets ratio, “3%F
o]e] + FA}4h
ATR FAFF8] 2 E(total assets turnover ratio, W& W + FAAh
RS AEA D34S YeRHE YuH$524 RankSE 1998 2
an _
Rankezo | TR 71 89 59l ANEALHAL Rank630E 4]
an _
Ran3 170 6~309] AHA L3}, Rank31702 A9 31709 AEAL
an oo
CPERSIE

ol Ao A grhie

AEALGIA} HeiFE EFAZ B AR ] F 474]_r
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(E 4 M8A ig7|of tigt ZRZY FHZEL

FiE: B
(i) (ii)
_ 1247 1%%% -8.716%%*
A28}
e (1.207) (1.353)
0.492%** 0.257%%+
Ln(ASSET) (0.063) (0.074)
0.094 0.089
ICR (0.259) (0.246)
1.284%* 1.130%*
CUR (0.505) (0.524)
0.001 0.0001
DAR (0.066) (0.007)
-0.621%% -0.390
IA
0 (0.256) (0.258)
3.415%%% 2.990%%%
ATR (1.083) (1.120)
1.789%%%
Ranks (0.455)
1.710%%*
Rank630 (0.298)
1.862%%*
Rank3170 (0292)
LR 42 74.78 128.05
[p-value] [0.00] [0.00]
Pseudo R’ 0.0837 0.1433
TEIYS 2,373 2,373
F: FEWSE FoAmel M&A t7IelR 1, okl 09] g Ao, 9% 3
Fuirlas7t £F5o] Gtk () QHS BEQACIM *, w¢ L wer S0 FYA ST}

22k 10%, 5% B 1% FEAM F1FE e,

Hul&)o] =A% &

g
Z BARlge] W2 714S dHTeEAN H B2
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A3 A AS2AM ANY M&ASH= 7|EHoE 1O 44 o
o= AolA olEd M&A AdEol &A1 F719 s o] FoH
o 7= JEH 23]8, HlasF o)Al FEo] v YU
T3 M&A A1ZelA e FFAE)0]l AFH oHRo 2R H By
A F71oAM Aeh7} o] FAHTAL st Aol B H5Y =
Adrgol & Aol

2. M&A Al A% M&A th7199¢] A= A3t

M&A Ad olF 795 ARt AR o
254 04 39 solth. gepd 1 FaAvEelu oo w1t
1 2] %} :LEM oI5 DAY thirel A5
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ealy, Palepu, and Ruback(1992)2 7]&9] A9+ 27 o2
AIHHES HAstdet, 5 o]F9 7IHIAASEE AHEete] A
o w2 9 A FHoperating performance)9] H3lE AHAH o7 A=)
ATE 252 19799FE 1984 A71A] o] Folxl w= HIIHS] A
olF A= 7IHY I AvEEY @QE 0|3l SA43sIHROH,
olfg 7IHA At FAXLE FYsA NPAEHAT= BT 18y
Ravenscraft and Scherer(1987)7} #2413 95719] I/ w4 Aol wp=H
7199 /0] stetete A0 UEhY M&A % 3071
o] AINAEHR} EASHA dethe 28-S Wk SEluaed dig
A2 Bae, Kang, and Kim(2002)9] 77} A&, oL U471

19) Healy, Palepu, and Ruback(1992)S 3+=3}2}
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o] FAAAA Y HAY FAolEES EA8IAT o] dFe ¢
AHADE|ALY] AdFFEo| EE Be tiil, AuFFe 22 A
Fate] g2 AGAE] 7HXE ZALOEZN M&A Aol A%
AHAL S E Atolo] A9 El'd & YKtunneling effect) 7} SR 3Hch=
= ASAHCE dFAth

249 FH B M&A A o]F R e M&A W
Aol At AAHQER Q] 22 Frlsto 2R, M&A7} BA7)Y

st

N

o) F2zA glo} M ATS FYAREAT WFeAA S
Aoty mebx 7)o A9 AFEAS M&A thA7Idelvt 23S ot
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199813 200137149 EABTHE H) Ak =, 7QATe] AlHo]
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Aolt}, Fol 7 HlolER W 4 A= M&A A7 olFe] wTE
A 2de] Basime, BAol e AEEAANE MEA Ade BI)E
sz s)asolol & Aolth

EA-o|| A= Healy, Palepu, and Ruback(1992)0lA4 <] AZE2A] vt
wet Al 7HA] AFHFE 7|9 LARE ARSI Al 7] Wge
A (e}

F A4 240] @1 E(0IA; Ordinary Income to Total Asset), "Z <} 74/ d0] <]
E(0IS; Ordinary Income to Sales Ratio), 18] 3. FAF;:F3] 2 -&(STA; Sales
to Total Asset Ratio) 5-°]th2D) o] HEEL EALHA IS 4 3

20) Healy, Palepu, and Ruback(1992)l14 M&AI ]38 A4S M&A A ©|%F 537}
A9 ARE o|83tel +AHNG Teht Axdz FAE AIAHELE MLA
Al o]F 22k Aol 7 ZoM 1 o]Fdle HA Fol=e EES B

21) EFAFA240] 9 E(01A)S ROA(return on assets)H]&o|Ztis Bele Ao g FApAk
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7d9-(Panel BS] A-)olwt A a7 BAHSZ Fo B Uz
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S g} 5gHo= 01%6}04 FP94E SHEVHE FEHoE Yyl AR
g & § Jon, o= T ¥t g3 Zo] A#E itk OIA = OIS x
STA. W& H 7370l g(OIS)S 7]‘”«1 &S Yehle AR2
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<H 5> M8A 72 A= mQle
Tests(FA7|H2 &E?)

719l gt

H310| CHSt Mean—difference

719 B OIA oIS STA
Panel A
M&A A 1A & Hii(a) -0.007 -0.01 -0.064
M&A A 13 & FH(b) 0.051 0.077 0.122
Bt ZHb—a) 0.058 0.087 -0.058
Hial ASE A tvalue 1.44 1.91% -0.97
A 7NAF 48 48 48
Panel B
M&A A 2d A H(c) -0.061 -0.074 -0.074
M&A A# 23 3 Hi#(d) -0.007 0.076 -0.023
HiFxHd—c) 0.053 0.151 0.051
Bt AEFS A3 tvalue 2.48% 2.07%* 3.06%**
R e 34 34 34
Panel C
M&A A 1d A Hid(e) -0.008 -0.028 -0.067
M&A A 23 T FH(f) -0.0003 0.087 -0.012
Hd 2K f—e) 0.077 0.115 0.055
Bzt 2SS A% tvalue 2.13%% 2.30%* 2.40%*
I e 35 35 35
T EE 7194859 HES Altstr] ol dol AtdHdghs Aste AAtsia
o} t-valueol] TA]E *, *x Gl xxx Zo WA} 02k AFIHEES 4 10%, 5%,
9 1% F2N 714EE eJvla
o= /A a=rt wv)sie, 53] STA Wg9] Afolle 2318 437}
otslEl Ao 2 Yepgth olgfst A= M&A Aol 93t 719 A
NAET7E g 71ge] FA71990 Ag-oll B} o F o] Yeldtar
g 4 S Aotk
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(E 6> M8A e T m|Ql47[9f it Hajof Chet Mean—difference
Tests (847142 &4<?)

71947 OIA oIS STA
Panel A
M&A A 1'd A Hd(A) 0.001 0.037 -0.039
M&A A 194 & B (B) 0.050 0.057 -0.091
BB —A) 0.049 0.020 -0.052
Hiat AEFS H3 tvalue 2.84%%x 0.77 -1.89%
I e 215 215 215
Panel B
M&A A 2d A H(C) -0.0001 0.033 -0.055
M&A A 23 & FD) -0.031 0.07 -0.069
HHd2HD —C) 0.031 0.374 -0.014
HEzt 2SS A3 tvalue 2.61%%* 1.89%** 0.7
I e 133 133 133
Panel C
M&A A 1d A HH(E) 0.001 0.039 -0.05
M&A A 2@ 3 HFIH(F) 0.074 0.079 -0.117
HHF2KF —E) 0.073 0.04 -0.067
Bzt ASS 93 t-value 2.92%%% 1.54 -1.81%
i R 145 145 145

T RE QAR HaEgks Alter) olxef s iis Axtate] Allteta
o} tvalueo] FAIE *, #* xxx 5.0 FPA7) 02k AFIMEE 42 10%, 5% 2
1% A 712Hs 9wt

e
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= N

A3} PG MEA Aol thte] mek ¢
: %l,q th%]. _j__‘,% A B C I:U
2 8fo], M&A 7P EA M&A 7

o
247140 2 FBL BFeue e

r—u
)

r = 1 o

L)



ZHS7| ol FA7|Y FE=Hol 2A0IM el MBAS| &g 203

& = M&A A ©]F ]
5710l @i}ﬂﬂ obist 7oz 90g 2
F A=) ARE AR FrhE £ gle Ao Hel
AN ATz Hrie] miuA she Aot

SAM G ATEA WAL VY] SR dnrFoR
AHEE I PE AT FUsH, A WAl 2] AR PTE

3ttt 2, Al NE g 2o 2413

A71A Y (- )2 XS RTIA R 2A)2
Z_1& t—17] 7199 54L& Yeille AFHTEH, M&A HHW
A

7k 2o} Aek2 J19de) FHL ekl ATHFES A

oI E el At mhr bR 2719 44719 2 Birgkel BA
Hog foid Fo|2 Mol WSS AU /Y PSR
3} BAS J12e) BN F2 AHEE ARNSES TFAR
(%7 ilx)

2ASARA) Aok <E o 2ol Yk AR Aok
Seluets ddoR @ R SR ol xe) BAATHFES 2I[2000)
S} 2A) thEA] Yk BE WSS T B (ii)dA 29, 719
o) 288 et BEEECILS 2UACSL /19 TEIE
Ehie g o) FRAGTLY FHAFE BF (09 F58 714
3 gom EAHOEE folsiTh ot o} +o40] 51 £EAR)
Z19YEE BaskE TPe Aol Y-S AR EF, 7191e) 2R

23) 719e] HAJRI} M&AS] AR E FFS Z 5 OB T M&A UH|E 0|9} 2+
o] XFATIE AL AR o] WA/dE A (endogeneity problem)E HAAIZ
F Ak 7 E M&A BEle] 17]9] ARE Fogto gy o3 EAE UF
XJE Zol|aA} a4tk
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RS AEA D34S YeRHE YuH$524 RankSE 1998 2
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Rank630 AR 71E 39 59 AEALIAL Rank6302 7]
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Rank3170 6~309) LA LI AL Rank31702 491 31~709] AEAL
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A Ve
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CH 8 J|HF4o et 2R 2Y FHEN
0] (i) (iii)
. 12,585k L0.645%+ -1.248%
(0.731) (0.255) (0.812)
- * - -
R 0.003 0.002 0.003
(0.002) (0.002) (0.002)
-0.191 -0.488* -0.546*
MNA (0.268) (0.288) (0.316)
L0.005%** 20.001 -0.001
CAB (0.001) (0.001) (0.001)
L0.065%+* 20.055%#
CFL (0.004) (0.004)
L0.019%#* 20.015%¥
STL (0.001) (0.001)
0.013%#*
BAR (0.001)
0.001
IEB
(0.001)
0.0002
OAT (0.0004)
20309 0.039 0.106
Ranks (0.273) (0.292) (0.295)
0.610%*+ 0.388+* 0.439*#*
Rank
ank630 (0.142) (0.162) (0.171)
0.736+*+ 0.443%%+ 0.424%*
Rank3170 (0.148) (0.170) (0.180)
LR 47 316.907 1,595.38 1,494.55
[p-value] [0.00] [0.00] [0.00]
Pseudo R 0.058 0.2944 0.3133
EEIYF 22,499 8,607 7,947
F: FEWSE RAV 49 19 48, S0 B9 09 @2 Ade, A=
AL Eauo] Stk () ke EEAACI % 9 e 2747}
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