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ABSTRACT

The purpose of this paper is to analyze the motives and consequences of mergers
and acquisitions from an angle of managerial horizon. Taking CEO age or CEO tenure as
the proxy for managerial horizon may be problematic, since CEOs have heterogeneous
career lengths. I formalize and test some hypothesis by using CEO age and CEO tenure
to measure managerial horizon, the results are as follows:

The acquiring firms controlled by long-horizon mangers have higher abnormal
returns around announcements, higher likelihood of using equity as the payment mode,
and better post-merger stock performance, than the bidders controlled by short-horizon
managers. Beside, Managers of long horizon emphasize more on firms’ long-term value;
they tend to use their overvalued equity to acquire target firms in order to preserve some
of the temporary overvaluation for long-run shareholders. In contrast, short-horizon
managers have greater concerns on firms’ short-term value; they prefer using cash to
pay for the mergers, for the purpose of hiding the information about firms’ fundamental
value. The acquiring firms controlled by herding mangers have lower abnormal returns
at acquisition announcements and better stock performance in the long run. Our conclusion

about CEO ownership is aligned with existed literature.
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