pp.91-116

On the Dynamic Relationships with Sructural Breaks
among US'sM & A and M acroeconomic Fundamentals

*

Chien-Chung Nieh

Abstract:

(endogenous structural break)

We found from the previous literature that the five
macroeconomic fundamentals - GDP, stock price, interest,
inflation, and the unemployment rate - are potentially correlated
with the number of merger and acquisitions (M&A). We thus
employ various time series methodologies to investigate the
dynamic relationship among US’'s M&A and these five variables
with the consideration of structural breaks. The overall finding
first shows that, whatever an existing of the structural break, there
exist long-run equilibrium relationship among M&A and
macroeconomic variables considered. Moreover, pairs of M&A and
stock price and M&A and inflation are significantly interacted.
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From the impulse response analysis, with the exception of M&A
itself, the shock of inflation shows relatively higher impact on
M&A. On the other hand, the shock of M&A shows a positive
effect on the GDP and a negative effect on the unemployment rate.
Among the forecast error variances, the inflation well explains the
variance of the M&A; whereas, M&A shows strong power in
explaining the variance of the unemployment rate. Since the price
level is the key factor affecting the trend of M&A, we should
suggest policy makers to focus on the price stability in means of
control the movement of M&A.
Keywords: M&A, Macroeconomic Fundamentals, Time Series, structural
break
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4.27%

9)

22.03%)

1 91.28 0.00 4.33 0.12 4.27 0.00
4 75.35 3.32 2.87 0.10 1581 2.55
7 71.15 4.32 1.87 0.13 20.10 243
10 69.16 4.97 141 0.19 22.03 2.24
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