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Abstract
Unlike operating companies, mergers between Real Estate Investment Trusts are friendly and acquirers experience positive announcement effects. This study looks beyond stock response and long term performance and find that overconfidence motivates REIT managers for acquisitions. We find that larger, profitable, and less transparent REITs with fewer growth opportunities intend to become acquirers. In addition, top managers intend to buy more shares on their personal accounts prior to the merger announcement and then sell more shares afterward. Our empirical evidence lends support to the hubris hypothesis. 
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I. Introduction

The non-positive and negative stock price performances of bidder firms are well documented in the literature (see Dodd 1980; Jensen and Ruback 1983, Malatesta 1983). Contrary to the result for general industries, Allen and Sirmans (1987) examines mergers between Real Estate Investment Trusts (REITs) and show positive stock returns for acquirers. They suggest that more efficient management may be the main motivation behind the takeover decision. Further studies by Campbell, Ghosh, and Sirmans (2001) and Campbell, Ghosh, Petrova, and Sirmans (2009) indicate that abnormal shareholder returns for REIT acquirers are significantly positive when the target firms are private companies. They also find that most takeovers are friendly transactions, which implies less severe information asymmetry and should result in a smaller negative abnormal return for acquiring firms (see Travlos 1987; Chang 1998). Consequently, they conjecture that external governance mechanisms for REIT industry are not well functioned.


Despite many excellent studies on REIT mergers, we still do not fully understand the motivation behind. There are several reasons for an equity value maximizing firm to undertake an acquisition. First, bidders may try to eliminate inefficient management of the target firms. However, as documented in Campbell, Ghosh, and Sirmans (2001), most REIT mergers are friendly transactions, which indicate that managers of target firms agree with the merger without any fight back. In addition, if inefficiency is the main reason, we should observe better performance after the merger in the long run. However, Campbell, Giambona, and Sirmans (2009) show long-term underperformance for REIT mergers. Consequently, this should not be the reason for REITs to conduct merge. The second reason is that bidding firms could use surplus funds or use up tax surplus through merging with other companies. This explanation neither answer our question, because REITs are tax exempted and required to pay out 95% taxable incomes to shareholders. No surplus funds and tax benefit should be generated through mergers. The third reason is that bidding firms could reduce risk through diversification, which however is neither obtainable because REITs’ underlying assets are restricted to real estate only. Fourth, bidders may try to capture the economy of scale and for growth expansion. The last reason is that bidders are over confident.  


The last two explanations provide more feasible motivations for REIT mergers. Since REITs are restricted to be involved in income producing real estate business only, acquiring real estate assets or companies is the most convenient option to grow. Horizontal mergers should be popular and seem to be legitimate investment decisions. If mergers are for expansion, we then expect REIT acquirers are less vulnerable to overconfidence and should not underperform non-merging REITs in the long run. Nonetheless, Campbell, Giambona, and Sirmans (2009) show long-run underperformance of REIT acquirers. Consequently, we suspect that REIT managers may, similar to managers in industry firms, be over-confident and engage in value-destroying mergers. Especially when acquiring assets or companies is a popular and legitimate solution for growth, it is easier for managers to disguise their hubris and act at the cost of shareholders. 

We expect that if REIT takeovers are mainly for growth purpose, the market should response positively and acquirers should, at least, not underperform non-acquiring REITs in the long run. On the other hand, if REIT managers are overconfident, the opposite results should be observed. 


Hubris hypothesis proposed by Roll (1986) explains the negative abnormal returns of bidders and the increased value for target firms. Following Roll (1986) several empirical evidence, such as Hayward and Hambrick (1997) and Malmendier and Tate (2005), all document the over confidence behavior of managers who engaged in mergers generally based on firms’ past performance rather than on the value creations resulted from the merger.


In order to clarify the motivation, expansion for growth versus hubris, for REIT acquires, we conduct the following tests. First, we examine the announcement effect for bidders of REIT mergers, and then analyze their long term performance. Second, we examine what drives a REIT to become an acquirer, especially whether hubris proxies could explain the merger decision. Finally, we investigate insiders’ trading behavior before and after the merger. If mergers are for expansion, insiders expect the company to grow with positive net present value projects. Insiders should therefore intend to buy more shares before mergers and sell less afterwards. On the other hand, if insiders are overconfident, they assume mergers create value and therefore should buy more shares to show their confidence before mergers. However, they should sell more shares to cut losses after mergers become ineffective and costly. 


Our results show that REIT bidders experience negative stock responses when the targets are public REITs or private companies. However, the announcement effect is significant positive when the targets are assets. Overall, all acquires under performed the market or the industry in the long run. Argument about more efficient management for takeovers is suspicious. We further find that larger, profitable, and less transparent firms with fewer growth opportunities and lower leverage ratio and cash flows intend to become an acquirer. Finally, insiders of bidding REITs purchase more shares before mergers and then sell more afterward, indicating reversed trading behaviors. Overall, our findings support the hypothesis that managers of REITs intend to acquire companies over confidently. 


We first provide literature background about mergers in section II. The data description is in section III and methodologies are analyzed in section IV. Section V shows the empirical results. Finally, we conclude in section VI.
II. Literature review and hypothesis 
Negative returns for bidding firms have been well documented in the literature. The agency problem in Jensen and Meckling (1976) states that managers of acquiring firms are trying to build up their empire through mergers, especially when their compensations are closely tied to the firm size. Furthermore, the free cash flow problem proposed by Jensen (1986) emphasizes that since managers are reluctant to pay out cash to shareholders, they tend to over-invest. Roll (1986) argues that managers of acquiring firms overpaid the targets due to personal egos or the misevaluation of future synergies contributes the negative returns. Travlos (1987) and Myers and Majluf (1984) find that acquiring firms who pay by exchanging stocks signal their shares are overvalued, therefore the market react negatively. In Moller, Schlingemann, and Stulz (2004), they show that managers of large firms are more likely to be entrenched, which explains why they participate in value-destroying projects. McCardle and Viswanathan (1984) and Jovanovic and Braguinsky (2002) state that acquiring firms conduct mergers to keep up with competitors when their internal growth opportunities are exhausted. Those studies try to explain the negative effect upon merger announcement for acquiring firms. In the following, the post-merger performance is also explored. In Agrawal, Jaffe, and Mandelker (1992), they find significant negative 10% performance over the five-year post-merger period. Loughran and Vijh (1997) also documented a negative 25% return during a five-year period following the acquisition.


Different from the result for general industry, Allen and Sirmans (1987) studies mergers between REITs and find significant positive abnormal returns for acquirers. Campbell, Ghosh, and Sirmans (2001) takes further step and finds that those positive stock responses are only associated with those mergers with private firms as targets and with cash-financed transactions. Negative returns are still observed for acquiring public traded firms by stock exchange. They attribute these findings to the information leakage and managements’ over-optimism. Campbell, Ghosh, Petrova, and Sirmans (2006) also finds similar results using data from 1997 to 2006. For the long term performance, Campbell, Giambona, and Sirmans (2009) finds that all REITs acquirers underperform during five year after merger announcement. Ghosh and Sirmans (2003) shows that most REIT mergers are not hostile and refers this phenomenon to the poor external monitoring mechanisms. Eichholtz and Kok (2008) argues that external monitoring mechanisms functioned just as other industries because only poorly managed REITs will become targets. 


In addition to post merger analysis, very few studies examine the ex-ante behavior of bidders. Seyhun (1990) examines the trading patterns of top corporate managers in bidding firms around merger announcements and finds a small increase in insiders’ stock purchase and decreases in insiders’ stock sales for those managers’ personal accounts prior to the merger announcements. He concludes that extreme hubris is not the overriding motivation for corporate takeovers.

From previous studies, we learn that bidding firms always encountered negative market reactions upon merger announcements and underperformed afterwards in the long run. However, what drives a firm to become an acquirer relative to their competitors remains inconclusive. We intend to examine the motivations behind REIT mergers from the following perspectives. In order to compare with previous studies, we first examine the announcement effect and long run performance for REIT acquirers. Secondly, we examine what drives a REIT to takeovers by applying Probit model to detect all REITs, including both acquiring and non-acquiring firms. Different from previous studies which examine acquiring firms only, we include all potential bidders in the sample. Under hubris hypothesis, we expect that larger, less transparent, and more profitable REIT managers intend to acquire companies or assets. However, if bidder managers undertake corporate acquisitions in an attempt to growth, then we should observe REITs with less growth opportunities intend to acquire. 

Finally, we analyze the trading patterns of top corporate managers in bidder firms around the announcement of takeover to examine managerial intentions. If managers are overconfident about the takeover activity, they are expected to purchase more shares and sell fewer shares relative to the industry and to their trading records before the merge. Same predictions are expected if managers merge for growth. However, on the other hand, if bidder managers are overoptimistic, they are expected to purchase fewer shares and sell more shares after mergers. Nonetheless, managers should sell fewer shares if better performance through expansion is on the way.
III. Data


We collect REIT mergers and acquisitions announcements during January 1st, 1983 to December 31st, 2007 from Securities Data Corporation (SDC) U.S. Merger and Acquisition database. The acquirer must be publicly traded U.S. REITs and the merger transaction must be completed. All samples must have stock return data from CRSP. We apply CRSP Ziman database to collect all REIT samples and Compustat to gather financial ratios. IBES provides information about financial analysts’ reports. The information on insider transaction is available from the U.S. Insiders Data of Thomson Reuters. 
Initially, we have 5,046 merger events, though the number reduced to 1,887 after screening. Table 1 describes the sample distribution from 1983 to 2007. The reason for the sample period to stop in year 2007 is because we need sufficient data to calculate the long run performance after mergers. Panel A of Table 1 shows that most takeover activities occurred in two periods, from 1996 to 1999 and 2005 to 2006. In addition, most targets are private firms or assets, only 139 events are related to publicly traded REITs. 
[Insert Table 1 Here]

Each year, we sort all REITs into nine deciles by size and market-to-book ratio. Within the same deciles, we create a control group which includes REITs not conducting any takeovers. Because we need financial characteristics and analysts’ reports to employ the probit analysis for both sample firms and control firms, the sample size in panel B is different that that in panel A. There are 1,597 observations which include 393 acquiring REITs and 1,204 non-acquiring REITs.  

[Insert Table 2 Here]

Table 2 shows that on average, for all REITs, the market value is 1,210 million, Tobin’s Q ratio is 1.17, leverage ratio is 1.89, profitability (return on assets) is 0.03, and cash flow defined as EBITDA over book value of assets is 0.07. There are about 19.46 analysts’ reports for each REIT in each year. We further test the difference in those ratios between sample group and control group and report the result in Table 3.

 [Insert Table 3 Here]

Table 3 shows that on average acquirers are larger, with higher Tobin’s Q, with lower leverage ratio, less transparent, more profitable, and lower cash flows than non-acquirers. It indicates that larger and profitable REITs with more growth opportunities and asymmetric information intend to become acquirers. Rigorous probit model is applied to examine factors driving mergers in the following. 
IV. Methodology
IV.1 Announcement effect and long term performance

We use an event-study methodology to analyze the stock price reaction of announcing firms. We estimate the market model for each sample firm using the equally weighted and value weighted CRSP market index over the 180-trading-day period (-190, -10).
Following Campbell, Ghosh, and Sirmans (2001), the long term performance is estimated by the following buy-and-hold abnormal return (BHAR) calculation:
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where 
RiT is the buy-and-hold return for acquiring firm i over T month(s), E(RiT) is the expected buy-and-hold return for acquiring firm i over T month(s) proxy by the return from the reference portfolio, and T is the number of month after the merger announcement. 


We follow Lyon et al. (1999) to form the reference portfolio
. We sort all REITs into nine deciles according to size and market-to-book ratio in the year before the merge, and then treat all non-acquirers in the same deciles with the event firm as the reference portfolio.    
The expected buy-and-hold return is defined as the arithmetic average of the compounded monthly returns of each firm in the reference portfolio:
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where
rjt is the returns for firm j in the reference portfolio and p1i is the number of firms in the reference portfolio in the announcing month 1, which stays the same after the announcement. 

The following t-statistic is used to test whether abnormal returns equal zero:
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 is the standard deviation for those BHARs within T month(s), and n is the total number of events. 
IV.2 Ex-ante analysis by Profit model


In order to examine the ex-ante merger decision, we include all REITs in the probit model to examine what drives a REIT becoming an acquirer. Our model differs from previous studies in that we include both acquirers and non-acquires because we are concerned with explaining the decision to merge, not just the ex-pose stock reactions. The probability of being an acquirer is linked to a set of explanatory variables as follows:
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where y equals to 1 if firm i is an acquirer in a merger event in year t (at least once in year t), and 0 otherwise. [image: image7.wmf]F

is the cumulative distribution function of the standard normal distribution, SIZE is firm size, GROWTH is Tobin’s Q, LVG is the leverage ratio defined as the long term debt over equity, PROF is the return on asset defined as the net income over total assets, TRANS is the annual summation of all analysts’ reports for each REIT, and CF is earnings before interests, taxes, depreciations, and amortizations over book value of assets. We define HQ*HL as a dummy variable that equals to 1 when the company have both Tobin’s Q and leverage ratio higher than the median, and 0 otherwise. 
IV.3 Insider trading activity

The last step is to test whether insiders of acquiring firms change their trading propensities due to the merger events. Insiders include chairman, CEO, CFO, senior vice president, and etc. which are level 1, level 2, and level 3 defined by Thomson Reuters.  We apply an approximate randomization procedure following the Seyhun (1990) to compare acquirers’ normal trading patterns with competitors at the same time and with themselves over time.

For each acquirer, we randomly select one non-acquiring firm from the reference portfolio and record its insider trading volume. We then calculate the mean trading volume for all matching firms. This procedure is repeated for 1,000 times and then we apply those 1,000 mean trading volume numbers to form the distribution for purchased, sold, and net buying propensity. The 50th percentile of the distribution serves as the expected trading volume for each trading behavior from the competitors. For each trading propensity, we estimate distributions for five different intervals from 12 months before and 6 months after the merger announcement, i.e. (-12, 6), (-6, 0), (-6, -3), (-3, 0), and (0, 3).

In addition to cross-sectional comparisons during merge period, we also examine how insiders of acquiring firms change their trading activities before and after the merge relative to their competitors. We estimate the change in the trading pattern during and before the merger period, and then compare it with that of competitors. The merger period lasts from 12 months prior to and 6 months after the announcement, i.e. (-12, 6), and the non-merge period lasts from 36 months to 12 months before the announcement. 
V. Empirical Results

VI.1 Announcement effect and long-term performance

For the announcement effect, in addition to examining the response of all acquirers, we further analyze specific acquirers by different targets that are classified by three characteristics. First, targets are either public traded REITs or private firms. Second, targets are either in the same conglomerate or not with the acquirers. Third, targets are either companies or assets. 


The announcement effect is reported in Table 4 where panel A shows the cumulative abnormal returns (CARs) for the full sample portfolio, and panel B and panel C report the result when the targets are public traded firms and private companies. 

[Insert Table 4 Here]


We observe positive, though small, and significant announcement effect for the full sample portfolio. However the response becomes significantly negative when targets are public traded firms and significantly positive when targets are private companies. Improved management efficiency conjectured by Allen and Sirmans (1987) does not provide the rational for public to public mergers, though it explains the public to private mergers better. We also observe that the negative coefficients in panel B are well larger, almost 6 times, than those in panel C, which indicates that managers may be capable of managing private assets or companies, though the efficiency improvement is well smaller than the incapability of managing public targets.  

We further examine whether the acquirers and the targets belong to the same conglomerate
 for public-to-public and public-to-private transactions. The results are reported in Table 5 (the public-to-public portfolio) and Table 6 (the public-to-private portfolio).

[Insert Table 5 Here]


In Table 5, we observe that negative and significant response observed in panel B of Table 4 is resulted from the mergers where targets and acquirers are not in the same conglomerate. The merger within the conglomerate indicates the restructuring without destroying values. 

[Insert Table 6 Here]


For the public to private mergers, Table 6 shows similar results that positive and significant effects are only associated with the transactions outside the conglomerate. From Table 5 and Table 6, we find that the market is efficient to distinguish between related and unrelated party mergers.

The results for long-term performances are reported in Table 7. We observe that all acquirers perform poorly after the merge (see panel A), especially for public to private transactions (see panel B). However, no positive or negative long run performance is observed for public to public transactions. We conjecture that because the market fully reflected the negative expectation upon the merger announcement, no further reactions are detected afterwards. Similar results are observed in page C for acquiring private companies. For private assets as the target, the market overestimates the synergy upon transaction announcement and then corrects its expectations in the long run.   
[Insert Table 7 Here]

Combining the results from the announcement return and the long-term performance, we conclude that bidding REITs intend to takeover targets for hubris instead of for growth. The market should response positively upon merger announcement and acquirers should outperform their counterparties if the merger is for growth and creates synergies. However, we show that acquirers either experience negative stock returns in the first place or underperform their competitors after takeovers. 
VI.2 Results for Ex-ante Probit Models 


Different from previous studies which examine the determinants of CARs upon merger event and leave out potential acquirers, we investigate the probability of companies to become acquires by examining all REITs through probit model analysis. We expect that overconfident managers intend to conduct mergers when the company is more profitable and less transparent. 


Model 1 of Table 8 shows that larger and less transparent REITs with higher leverage and profitability ratios and lower cash flows intend to merge with others. Similar results are observed in model 2, though the coefficients of profitability and cash flow become insignificant. 
 [Insert Table 8 Here]
[Insert Table 9 Here]


We further apply random effect probit model to control for unobservable firm specific characteristics and winsorized
 the data to eliminate the influence of outliers. Similar results with Table 8 are observed in Table 9. 

The significant positive coefficients for both the size and the profitability are in line with the hubris hypothesis which implies that managers of larger firms are more entrenched and are more likely to participate in mergers, and the hypothesis also suggests that managers of firms with better prior performance are more likely to engage in mergers. The negative coefficients for the transparency are also consistent with the hubris hypothesis, which suggest that managers in low-transparent firms are more likely to be affected by hubris problems and hence participate in mergers. 
VI.3 Insider Trading Propensity



In addition to examining the market response and the probability of becoming an acquirer, we further analyze the trading behavior of managers about their own companies’ shares. We expect that if managers over estimate the synergy from mergers, they should purchase more shares in advance and then sell fewer shares after the event relative to their counterparties.  


Table 10 presents the mean trading volume for purchase and sale by insiders of acquirers and non-acquires in each time interval. 
[Insert Table 10 Here]


We observe that on average insiders of each bidding firm purchase more shares than those of non-acquirers by around 10,900 shares and sell fewer share by around 4,400 shares in the first interval (-12, 6), i.e. from 12 months prior to and 6 months after the merge. Specifically, we show the trading behavior prior to the merger by the second, third, and fourth intervals. Those intervals show that insiders of acquires purchase well larger than their counterparties, especially during 6 months to 3 months before the event. On the other hand, the average selling shares are lower at the same time. However, the situation is reversed after the merger. The fifth interval shows that insiders of acquirers only purchase 15,274 shares relative to 61,440 shares traded by those of non-acquirers after the merger. At the same time, insiders of acquirers sold 25,975 shares which are well larger than 7,791 shares sold by their counterparties. 

The statistics in Table 10 support our conjecture about hubris hypothesis. The evidence shows that insiders are optimistic about the takeovers and are willing to invest more wealth on their own companies’ stock before the merger announcement. However, they realized that they are over-optimistic about the decision afterward and then start withdrawing their personal capitals. 

We further test the significance of each trading behavior by comparing with counterparties at the same time intervals. In addition, we use the trading volume during three years to one year before the merger as the benchmark to examine the change in trading behavior around merger event and compare the change with the control group. Table 11 reports the result for full time periods, prior to merger, and after merger periods. The trading share numbers for the control firms are shown in the parentheses. 
[Insert Table 11 Here]


On the cross-sectional comparison part, for the full time period, the difference of net trading volume (the summation of purchase and sale) between acquirers and non-acquires is not significant. However, the differences become significant when the comparison is time specific. We observe that the purchase volume by acquirers is significantly larger than that of non-acquirers prior to the merger, i.e. in the second, third, and fourth intervals, but not after the merge. For the selling volume, the difference is significantly only after the merger. Overall, the evidence shows that compared with counterparties during the same period, insiders of acquirers are quite confident about the merger decision and they then invest more shares in their own companies’ shares before the merger. Unfortunately, synergy creations are not as large as expected. Consequently, insiders withdraw capitals.


On the time series comparison part, we observe no significant difference for the full time period. However the findings are quite different before and after the merge. The result for interval 2 shows that insiders of acquirers purchase 22,807 more shares than what they did three years to one year before the merger, nonetheless, insiders of non-acquires purchase 3,591 fewer shares, and the difference between these two groups is significant. Similar result is observed in interval 3, though not in interval 4. Interval 5 indicates that purchase volume is significant lower than the benchmark period by 27,652 shares which is well lower than the counterparty at 2,664 shares. 


For the selling volume, we observe that insiders of acquirers sell fewer shares no matter it is before and after the merger and the comparison with the control group is not significant. However, the net trading provides further information. Overall, before the merger, insiders of acquirers intend to buy shares and the comparison with the control group is significant in interval 2 and interval 3. After the merge, insiders of acquirers intend to buy fewer shares than before and than their counterparties. 
VI. Conclusions

Different from previous studies, most acquirers of REIT mergers experience positive stock returns when the targets are private companies or assets. However, in the long run those acquirers underperform their counterparties. The literature also document that most REIT mergers are friendly transactions. 

We examine the motivation of REIT acquirers beyond friendly merger observations. We conjecture that there are two legitimate reasons for REITs to takeovers, which could be either due to companies’ intension for growth or to managers’ overconfidence. We first examine the combined effect of announcement response and long term performance for acquirers. The result show significant negative stock returns and non-positive long term performance for acquirers when they merge public companies. However, significant positive stock returns and significant negative long term performance are observed when the targets are private companies or assets. Together, the evidence supports the hubris hypothesis that managers overestimate synergy created through the merger. The market realized the merger is a value destroying event immediately when the targets are public traded since they are more transparent and easier to evaluate. On the other hand, the investor in the beginning thought managers are capable of managing private firms or assets which are less transparent, nonetheless, they perceive managers’ overconfidence in the long run. 

Our second step is to examine what drive a REIT to become an acquire by applying the Probit model on acquiring and non-acquiring REITs. The evidence shows that larger, more profitable, and less transparent REITs intend to takeovers. The hubris hypothesis is again justified because managers of larger and profitable REITs usually are more confident on expansion, especially when there are fewer analysts’ reports in the market. 

Finally, in addition to the market reactions, we attempt to gain insights into managerial intentions by analyzing the trading behavior of insiders of acquirers. Comparing with competitors at the same time period, insiders of acquirers are optimistic about the merger transaction and purchase more shares of their own companies before the announcement. However, those insiders sell more shares after the merge. Similar results are observed when we test the difference between acquirers’ current and prior trading behaviors with that of non-acquirers. Before the merger announcement, acquirers buy more and sell fewer shares. However, they buy fewer shares after the merge. The insiders’ trading behavior also supports the hubris hypothesis that we observe net purchasing in the beginning and net selling afterwards. 

Overall, our evidence supports the hubris hypothesis. The bidder managers undertake takeover activity based on their personal ego instead of on stockholder’s wealth enhancement.  
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	Table 1

Distribution of the Merger Events from 1983 to2007

	This table presents the distribution of the merger events from 1983 to 2007. The public-to-public is the observation when acquirer and target are both publicly traded companies. The public-to-private is the observation when acquirer is publicly traded company and target is privately held company. 

	Year
	Total Obs.
	Public-to-Public
	Public-to-Private

	1983
	        6
	       1
	        5

	1984
	        2
	       1
	        1

	1985
	        1
	       1
	        0

	1986
	        3
	       0
	        3

	1987
	        1
	       0
	        1

	1988
	        8
	       1
	        7

	1989
	        8
	       2
	        6

	1990
	        7
	       0
	        7

	1991
	       10
	       1
	        9

	1992
	       15
	       3
	       12

	1993
	       20
	       0
	       20

	1994
	       71
	       6
	       65

	1995
	       68
	       9
	       59

	1996
	      148
	      24
	      124

	1997
	      331
	      19
	      312

	1998
	      383
	      18
	      365

	1999
	      120
	      11
	      109

	2000
	       44
	       7
	       37

	2001
	       34
	       5
	       29

	2002
	       66
	       4
	       62

	2003
	       74
	       4
	       70

	2004
	       78
	       7
	       71

	2005
	      148
	       7
	      141

	2006
	      171
	       6
	      165

	2007
	       70
	       2
	       68

	Total
	     1,887
	     139
	     1,748


	Table 2
Distribution of Acquirers and Non-acquirers from 1983 to 2007

	Each year, we sort all REITs into nine deciles by size and market-to-book ratio. Within the same deciles, we create a control group which includes REITs not conducting any takeovers. Those non-acquirers become our matching firms. 

	Year
	Total Obs.
	Non-Acquirers
	Acquirers

	1983
	15
	14
	1

	1984
	25
	23
	2

	1985
	22
	22
	0

	1986
	26
	24
	2

	1987
	30
	30
	0

	1988
	41
	39
	2

	1989
	42
	40
	2

	1990
	34
	31
	3

	1991
	35
	33
	2

	1992
	34
	30
	4

	1993
	34
	31
	3

	1994
	38
	34
	4

	1995
	69
	51
	18

	1996
	50
	32
	18

	1997
	21
	15
	6

	1998
	51
	25
	26

	1999
	67
	50
	17

	2000
	72
	62
	10

	2001
	71
	61
	10

	2002
	96
	75
	21

	2003
	118
	86
	32

	2004
	130
	94
	36

	2005
	160
	100
	60

	2006
	164
	93
	71

	2007
	152
	109
	43

	Total
	1,597
	1,204
	393


	Table 3
Summary Statistics

	Variable Y is the dummy variable equals to 1 if a firm acquires others in a given year and 0 otherwise. MV (market value) is calculated by multiplying the market price and the outstanding shares. Tobin’s Q ratio is the market value of equity and the book value of debt divided by the book value of assets. LVG (leverage ratio) is the long-term debt over total equity. PROF (return on assets) is the net income over total assets. TRANS (transparency) is the summation of all analysts’ reports for each REIT in each year. CF (cash flow ratio) is calculated by dividing the earnings before interests, taxes, depreciations, and amortizations (EBITDA) with the book value of assets. The HQ*HL is a dummy variable that equals to 1 when the observation have both Tobin’s Q ratio and leverage ratio higher than the median, and 0 otherwise. All data are obtained at the end of year t-1 and year t is the year in which the acquirer announces mergers. N indicates the number of observations.

	Variables
	N
	Mean
	S.D.
	Maximum 
	Minimum

	Y
	   1,597 
	0.25
	0.00
	0.43
	0.00

	MV (mil.)
	   1,597 
	1,210.61
	497.69
	2,089.02
	0.95

	Tobin’s Q
	   1,597 
	1.17
	1.09
	0.39
	0.08

	LVG
	   1,597 
	1.89
	1.04
	10.26
	-289.44

	HQ*HL
	   1,597 
	0.39
	0.00
	0.49
	0.00

	PROF
	   1,597 
	0.03
	0.03
	0.08
	-1.57

	TRANS
	   1,597 
	19.46
	11.00
	26.33
	1.00

	CF
	   1,597 
	0.07
	0.07
	0.07
	-1.54


	Table 4
Characteristic Comparison between Acquirers and Non-acquirers

	The variable definitions are the same as in Table 3. The sample consists a panel of 1,597 observations from 1983 to 2007. For the comparisons between these two portfolios, we report the mean difference, the p-value assuming unequal variance, and the p-value for the nonparametric Wilcoxon z-statistic.

	
	Non-Acquirers

(y = 0)
	Acquirers

(y = 1)
	Test of mean

difference
	Test of median 

difference

	Variables
	Mean
	Median
	N
	 Mean
	Median
	N
	Mean

difference
	p-value
	p-value

	MV (mil.)
	1,043.67 
	394.70 
	1,204
	1,722.07 
	887.83 
	393 
	678.40 
	0.00 
	***
	0.00 
	***

	Tobin’s Q
	1.16 
	1.07 
	1,204
	1.21 
	1.15 
	393 
	0.06 
	0.00 
	***
	0.00 
	***

	LVG
	1.99 
	1.01 
	1,204
	1.58 
	1.14 
	393 
	-0.41 
	0.28 
	
	0.00 
	***

	HQ*HL
	0.35 
	0.00 
	1,204 
	0.51 
	1.00 
	393 
	0.16 
	0.00 
	***
	0.00 
	***

	PROF
	0.03 
	0.03 
	1,204
	0.03 
	0.03 
	393 
	0.01 
	0.04 
	**
	0.78 
	

	TRANS
	21.70 
	12.00 
	1,204
	12.60 
	8.00 
	393 
	-9.10 
	0.00 
	***
	0.00 
	***

	CF
	0.07 
	0.07 
	1,204
	0.06 
	0.06 
	393 
	-0.01 
	0.02 
	**
	0.00 
	***

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 4

The Cumulative Abnormal Returns (CARs) for Acquirers Around the Merger Announcements

	This table reports the cumulative abnormal returns (CARs) in percentage for 1,887 acquiring REITs. We apply the standard event study methodology that mainly follows Campbell et al. (2001). We use the market model to estimate the parameters for each acquiring firm. The estimation period is from day -190 to day -10. Moreover, for the market index, we use the CRSP NYSE/AMEX/NASDAQ value-weighted index, and the CRSP NYSE/AMEX/NASDAQ equal-weighted index. We separate these events into three categories, the all-sample portfolio, the public-to-public portfolio, and the public-to-private portfolio. For each portfolio, we calculated the CARs for 4 different event windows, 5-day (day -2 to +2), 3-day (day -1 to +1), 2-day (day 0 to day +1), and 1-day (day 0). For each event window, we calculate the abnormal returns for each observation on each day during the event window, and the CARs is the sum of the abnormal returns during the event window. 
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To test the significance of these CARs, we report the t-statistics. In panel A, B, and C, we report the results for the all-sample portfolio, the public-to-public portfolio, and the public-to-private portfolio respectively and both the results using value- and equal-weighted market index are reported for each event window.

	Panel A
	All-sample portfolio

	
	Value-Weighted
	
	Equal-Weighted

	
	
	N=1,887
	
	
	N=1,887

	
	CARs
	t-value
	
	CARs
	t-value

	5-DAY(-2,2)
	0.20%
	*
	1.85
	
	0.22%
	**
	2.08

	3-DAY(-1,1)
	0.12%
	
	1.3
	
	0.14%
	
	1.53

	2-DAY(0,1)
	0.17%
	**
	2.19
	
	0.19%
	**
	2.4

	1-DAY(0)
	0.07%
	　
	1.24
	　
	0.07%
	　
	1.3

	Panel B
	Public-to-Public portfolio

	　

　
	　
	N=139
	
	
	N=139

	
	CARs
	t-value
	
	CARs
	t-value

	5-DAY(-2,2)
	-1.40%
	***
	-2.56
	
	-1.30%
	**
	-2.41

	3-DAY(-1,1)
	-1.20%
	***
	-2.58
	
	-1.20%
	***
	-2.53

	2-DAY(0,1)
	-1.10%
	***
	-2.63
	
	-1.10%
	***
	-2.62

	1-DAY(0)
	-0.60%
	*
	-1.81
	
	-0.60%
	*
	-1.83

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 4 (continued)

	Panel C
	Public-to-Private portfolio

	　
	　
	N= 1,748
	　
	
	N= 1,748

	　
	CARs
	t-value
	
	CARs
	t-value

	5-DAY(-2,2)
	0.32%
	***
	3.04
	
	0.34%
	***
	3.22

	3-DAY(-1,1)
	0.22%
	***
	2.54
	
	0.24%
	***
	2.75

	2-DAY(0,1)
	0.27%
	***
	3.54
	
	0.29%
	***
	3.75

	1-DAY(0)
	0.13%
	**
	2.35
	　
	0.13%
	**
	2.43

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 5

The Cumulative Abnormal Returns (CARs) for Acquirers Around the Merger Announcements for the Public-to-Public Portfolio

	The results for CARs in percentage for the public-to-public portfolio are reported in this table. We further separate the public-to-public portfolio into two groups by whether these acquirers and targets belong to same conglomerate, that is to say, if the acquirer and the target have same parent company or their parent company belong to same company, they are classified into same conglomerate group. The results for same conglomerate portfolio are reported in panel A, and the results for different conglomerate portfolio are reported in panel B. For each portfolio, the CARs for 4 different event windows are reported, 5-day (day -2 to +2), 3-day (day -1 to +1), 2-day (day 0 to day +1), and 1-day (day 0), and for each event window the results using value- and equal- weighted indices are reported.

	Panel A
	Same Conglomerate

	
	Value-Weighted
	
	Equal-Weighted

	
	
	N= 23
	
	
	N= 23

	
	CARs
	t-value
	
	CARs
	t-value

	5-DAY(-2,2)
	0.63%
	
	0.59
	
	0.79%
	
	0.76

	3-DAY(-1,1)
	0.60%
	
	0.68
	
	0.72%
	
	0.82

	2-DAY(0,1)
	0.16%
	
	0.21
	
	0.22%
	
	0.3

	1-DAY(0)
	0.42%
	　
	0.61
	　
	0.48%
	　
	0.7

	Panel B
	Different Conglomerate

	
	
	N= 116
	
	
	N= 116

	
	CARs
	t-value
	
	CARs
	t-value

	5-DAY(-2,2)
	-1.80%
	***
	-2.93
	
	-1.70%
	***
	-2.83

	3-DAY(-1,1)
	-1.60%
	***
	-2.96
	
	-1.60%
	***
	-2.96

	2-DAY(0,1)
	-1.40%
	***
	-2.83
	
	-1.30%
	***
	-2.85

	1-DAY(0)
	-0.90%
	**
	-2.12
	　
	-0.90%
	**
	-2.15

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 6

The Cumulative Abnormal Returns (CARs) for Acquirers Around the Merger Announcements for the Public-to-Private Portfolio

	This table reports the CARs in percentage for the public-to-private portfolio. We separate the portfolio into two different subsets. One is that the purpose of these events are classified as merger
and acquisitions (the Acquire Company portfolio, AC), the other is that the purpose of these events are to acquire assets from others (Acquire Assets Portfolio, AA). After separating these events
into these subsets, we further separate them into two different portfolios by whether these acquirers and targets belong to same conglomerate, if the acquirer and the target have same parent
company or their parent company are belong to same company, they are classified into same conglomerate group. For each portfolio, the CARs for 4 different event windows are reported, 5-day
(day -2 to +2), 3-day (day -1 to +1), 2-day (day 0 to day +1), and 1-day (day 0), and for each event window the results using value- and equal- weighted indices are reported.

	Panel A
	Acquire Company (AC) portfolio

	
	All Acquirer
	
	Same Conglomerate
	
	Different Conglomerate

	
	Value-Weighted
	
	Equal-Weighted
	
	Value-Weighted
	
	Equal-Weighted
	
	Value-Weighted
	
	Equal-Weighted

	
	
	N= 195
	
	
	N= 195
	
	
	N= 34
	
	
	N= 34
	
	
	N= 161
	
	
	N= 161

	
	CARs
	
	t-value
	
	CARs
	
	t-value
	
	CARs
	
	t-value
	
	CARs
	
	t-value
	
	CARs
	
	t-value
	
	CARs
	
	t-value

	5-DAY(-2,2)
	-0.01%
	
	0.00
	
	0.09%
	
	0.19
	
	1.47%
	
	0.81
	
	1.36%
	
	0.75
	
	-0.30%
	
	-0.8
	
	-0.20%
	
	-0.5

	3-DAY(-1,1)
	0.20%
	
	0.56
	
	0.27%
	
	0.78
	
	1.11%
	
	0.77
	
	1.01%
	
	0.69
	
	0.00%
	
	0.01
	
	0.12%
	
	0.39

	2-DAY(0,1)
	0.38%
	
	1.33
	
	0.45%
	
	1.54
	
	1.29%
	
	1.06
	
	1.28%
	
	1.03
	
	0.19%
	
	0.8
	
	0.27%
	
	1.14

	1-DAY(0)
	0.19%
	
	0.74
	
	0.22%
	
	0.87
	
	1.34%
	
	1.09
	
	1.35%
	
	1.09
	
	-0.06%
	
	-0.4
	
	-0.02%
	
	-0.1

	Panel B
	Acquire Assets (AA) portfolio

	
	All Acquirer
	
	Same Conglomerate
	
	Different Conglomerate

	
	
	N=  1,553
	
	
	N=  1553
	
	
	N= 46
	
	
	N= 46
	
	
	N=1,507
	
	
	N=1507

	
	CARs
	t-value
	
	CARs
	t-value
	
	CARs
	t-value
	
	CARs
	t-value
	
	CARs
	t-value
	
	CARs
	t-value

	5-DAY(-2,2)
	0.37%
	***
	3.47
	
	0.37%
	***
	3.56
	
	0.22%
	
	0.42
	
	0.06%
	
	0.11
	
	0.37%
	***
	3.45
	
	0.38%
	***
	3.58

	3-DAY(-1,1)
	0.23%
	***
	2.56
	
	0.24%
	***
	2.69
	
	0.59%
	
	1.26
	
	0.48%
	
	1.02
	
	0.21%
	**
	2.39
	
	0.23%
	***
	2.56

	2-DAY(0,1)
	0.26%
	***
	3.29
	
	0.27%
	***
	3.42
	
	0.60%
	
	1.58
	
	0.54%
	
	1.39
	
	0.25%
	***
	3.09
	
	0.26%
	***
	3.25

	1-DAY(0)
	0.12%
	**
	2.3
	
	0.12%
	**
	2.31
	
	0.39%
	*
	1.63
	
	0.33%
	
	1.41
	
	0.11%
	**
	2.09
	
	0.11%
	**
	2.14

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 7

The Long-term Performance (BHARs) for Acquirers after Merger

	This table reports the results for the long-term buy-and-hold returns in percentage. Panel A reports the results for all-sample portfolio, panel B reports the results for the public-to-public and the public-to-private portfolio, and panel C reports the acquire company (AC) portfolio and the acquire assets (AA)portfolio. To calculate the BHARs for the acquirers for all portfolios, we followed the method in Lyon et al. (1999). To construct the reference portfolio to proxy for the normal buy-and-hold returns for each acquiring samples, we first sort those REIT firms into 9 deciles by size and market-to-book ratio, and then all reference portfolio and the acquiring firms are matched within these deciles. The BHARs are calculated as follows:
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We report the results for each portfolio from 1 month after to 60 month after the merger announcements, and we also report the t-statistics 

	Panel A. All-Sample Portfolio

	Month
	N
	BHARt
	t

	1
	1,041
	-0.30%
	-1.77
	*

	2
	1,041
	-0.73%
	-3.31
	***

	3
	1,041
	-0.57%
	-2.2
	**

	4
	1,041
	-0.62%
	-2.12
	**

	5
	1,041
	-0.63%
	-1.91
	*

	6
	1,041
	-0.59%
	-1.58
	

	12
	1,040
	-0.54%
	-1.02
	

	24
	1,038
	-0.22%
	-0.26
	

	36
	981
	-0.98%
	-0.89
	

	48
	855
	-3.94%
	-2.68
	***

	60
	758
	-4.41%
	-2.23
	**

	Panel B. Public-to-public portfolio and Public-to-private portfolio

	Month
	N
	Public-to-public
	t
	
	N
	Public-to-Private
	t

	1
	88
	-0.20%
	-0.3
	
	953
	-0.31%
	-1.76
	*

	2
	88
	-0.50%
	-0.54
	
	953
	-0.75%
	-3.33
	***

	3
	88
	-0.51%
	-0.51
	
	953
	-0.57%
	-2.15
	**

	4
	88
	-0.38%
	-0.35
	
	953
	-0.64%
	-2.12
	**

	5
	88
	-0.29%
	-0.22
	
	953
	-0.66%
	-1.94
	**

	6
	88
	0.21%
	0.16
	
	953
	-0.66%
	-1.71
	*

	12
	88
	0.52%
	0.26
	
	952
	-0.64%
	-1.16
	

	24
	88
	2.82%
	0.88
	
	950
	-0.50%
	-0.58
	

	36
	86
	4.45%
	1.1
	
	895
	-1.50%
	-1.31
	

	48
	80
	1.85%
	0.37
	
	775
	-4.54%
	-2.95
	***

	60
	74
	5.84%
	0.96
	
	684
	-5.52%
	-2.64
	***


	Table 7 (continued)

	Panel C. Acquire Company (AC) and Acquire Asset (AA) portfolio

	Month
	N
	AC portfolio
	t
	N
	AA portfolio
	t

	1
	213
	-0.57%
	-1.26
	
	828
	-0.23%
	-1.28
	

	2
	213
	-0.81%
	-1.39
	
	828
	-0.70%
	-3.04
	***

	3
	213
	-0.72%
	-1.1
	
	828
	-0.53%
	-1.91
	*

	4
	213
	-1.65%
	-2.23
	**
	828
	-0.36%
	-1.13
	

	5
	213
	-1.87%
	-2.21
	**
	828
	-0.31%
	-0.88
	

	6
	213
	-1.63%
	-1.85
	*
	828
	-0.32%
	-0.78
	

	12
	213
	-1.26%
	-1.05
	
	827
	-0.35%
	-0.59
	

	24
	211
	-1.30%
	-0.63
	
	827
	0.06%
	0.07
	

	36
	200
	-2.65%
	-0.93
	
	781
	-0.55%
	-0.47
	

	48
	185
	-5.06%
	-1.47
	
	670
	-3.63%
	-2.25
	**

	60
	170
	-2.39%
	-0.48
	　
	588
	-5.00%
	-2.36
	**

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 8

The Determinants for Firms to Become Acquirers 

– the Ex-Ante Probit Analysis

	In this table, we report the results for the ex-ante probit analysis. The model that we use is as follow
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where 
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 is the cumulative distribution function of the standard normal distribution. Variables are as defined in Table 2. We exercise the probit regression with and without year dummies in model 1 and 2. To test for the explanatory power for both models, we report the percentage correct-predicted index for the all-sample group, the acquirer group (y=1), and the non-acquirer group (y=0). The percentage correct-predicted index is calculated as follow: first, we use the model to predict the value for y and then dividing the number of observations that have the same value for y for the predicted and the actual value with the total number of observations. The coefficients for each variable are reported, and the t-statistics are reported in parentheses.

	Parameter
	Model 1
	Model 2

	Intercept
	-2.16 
	***
	-2.12 
	***

	
	(-10.19) 
	
	(-3.87) 
	

	SIZE
	0.30 
	***
	0.26 
	***

	
	(9.89) 
	
	(6.65) 
	

	GROWTH
	-0.03 
	
	-0.06 
	

	
	(-0.28) 
	
	(-0.47) 
	

	LVG
	2.64 
	**
	2.34 
	*

	
	(2.27) 
	
	(1.84) 
	

	HQ*HL
	0.00 
	
	0.00 
	

	
	(-0.73) 
	
	(-0.77) 
	

	PROF
	0.16 
	**
	0.10 
	

	
	(1.97) 
	
	(1.11) 
	

	TRANS
	-0.02 
	***
	-0.02 
	***

	
	(-7.33) 
	
	(-7.00) 
	

	CF
	-3.63 
	***
	-2.22 
	

	
	(-2.90) 
	　
	(-1.42) 
	　

	Year Dummies
	No
	Yes

	All (Obs.)
	1,597
	1,597

	Y = 0 (Obs.)
	1,204
	1,204

	Y = 1 (Obs.)
	393
	393

	% Correct Predicted

	All
	75.20%
	76.46%

	Y = 0
	96.10%
	95.10%

	Y = 1
	11.20%
	19.34%

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 9
The Determinants for Firms to Become Acquirers 

· Using Winsorized data, Random Effect Probit Model

	This table presents the results for three robustness tests. Model 1 and 2 are results for the random effect probit model, and model 3 and 4 are results for random effect model with winsorized data. For each test, results for both the models with and without year dummies are reported; i.e. model 1 and model 3 are models without year dummies. The coefficients for each variable are reported, and the t-statistics are reported in parentheses, and for the random effect and winsorized and random effect model we reported the log likelihood ratio to test the explanatory power.

	
	Random effect
	Winsorized and Random effect

	　
	Model 1
	Model 2
	Model 3
	Model 4

	Intercept
	-2.68 
	***
	-2.65 
	***
	-2.61 
	***
	-2.65 
	***

	
	(-7.75) 
	
	(-3.61) 
	
	(-7.09) 
	
	(-3.57) 
	

	SIZE
	0.35 
	***
	0.29 
	***
	0.35 
	***
	0.29 
	***

	
	(6.93) 
	
	(4.13) 
	
	(6.78) 
	
	(4.14) 
	

	GROWTH
	0.00 
	
	-0.17 
	
	0.09 
	
	-0.26 
	

	
	(0.02) 
	
	(-0.69) 
	
	(0.62) 
	
	(-1.02) 
	

	LVG
	0.00 
	
	0.00 
	
	-0.04 
	**
	-0.06 
	**

	
	(-0.63) 
	
	(-0.71) 
	
	(-1.99) 
	
	(-2.31) 
	

	HQ*HL
	0.08 
	
	0.02 
	
	0.09 
	
	0.05 
	

	
	(0.72) 
	
	(0.15) 
	
	(0.83) 
	
	(0.37) 
	

	PROF
	5.58 
	***
	5.43 
	***
	3.38 
	*
	4.18 
	*

	
	(3.19) 
	
	(2.81) 
	
	(1.61) 
	
	(1.83) 
	

	TRANS
	-0.02 
	***
	-0.02 
	***
	-0.02 
	***
	-0.02 
	***

	
	(-4.99) 
	
	(-4.27) 
	
	(-5.03) 
	
	(-4.39) 
	

	CF
	-6.38 
	***
	-4.46 
	*
	-6.53 
	***
	-2.84 
	

	
	(-3.28) 
	　
	(-1.70) 
	　
	(-2.62) 
	　
	(-0.99) 
	　

	Year Dummies
	No
	Yes
	No
	Yes

	All (Obs.)
	1,597
	1,597
	1,597
	1,597

	Y = 0 (Obs.)
	1,204
	1,204
	1,204
	1,204

	Y = 1 (Obs.)
	393
	393
	393
	393

	Log Likelihood Ratio

	
	-710.80 
	-672.06
	-709.14
	-670.56

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


	Table 10
Insiders' Trading Around Merger Announcements

	This table presents the trading activities of insiders around merger announcements. The first 4 intervals are the time period prior to the merger announcement, and the last 3 interval is the time period after. We calculate the average purchase and average sold volume for both acquirers group and the non-acquirers group for each time intervals and the standard deviation are reported in parentheses. The data for the trading volume are collected from the Insider Datafeed of Thomson Reuters, and the interval (-12,6) represents the time interval from 12 month before to 6 month after the merger announcement.

	　
	Acquirers (Sample)
	Non-Acquirers (Control)

	Intervals
	N
	Avg. Purchased
	Avg. Sold
	N
	Avg. Purchased
	Avg. Sold

	
	1
	(-12,6)
	187
	47,125.99
	-22,527.30
	172
	36,177.73
	-26,939.63

	
	
	
	
	(1,829,856.40)
	(-352,252.21)
	
	(1,679,968.33)
	(-376,513.02)

	
	2
	(-6,0)
	177
	65,734.11
	-22,586.04
	163
	16,824.05
	-37,316.93

	
	
	
	
	(2,306,359.49)
	(-366,060.07)
	
	(250,860.04)
	(-452,180.08)

	
	3
	(-6,-3)
	170
	88,065.46
	-24,830.70
	158
	17,845.45
	-32,493.83

	
	
	
	
	(3,064,913.63)
	(-298,038.79)
	
	(237,771.29)
	(-414,932.24)

	
	4
	(-3,0)
	174
	42,434.97
	-20,699.44
	150
	15,683.90
	-42,701.46

	
	
	
	
	(1,033,377.85)
	(-414,701.50)
	
	(264,716.97)
	(-490,415.95)

	
	5
	(0,3)
	176
	15,274.69
	-25,975.14
	153
	61,440.36
	-7,791.63

	
	
	
	
	(144,182.65)
	(-361,669.46)
	
	(2,733,483.03)
	(-55,456.69)


	Table 11
Insiders’ Trading Propensity Around Merger Announcements

	This table reports the insider trading around merger announcements. The insider trading data are from Insider Datafeed of Thomson Reuters, and the merger samples are from 1983 to 2007. To estimate the trading propensity for insiders, we apply an approximate randomization procedure following Seyhun (1990). We estimate the normal trading pattern with two different benchmarks, the cross-sectional and the time-series control samples. We sort all the REITs into 9 deciles with size and market-to-book ratio, and for each sample we randomly select one non-acquiring firm that is classified in same deciles as benchmark, and then we repeat the step for 1000 times for each observations. For the cross-sectional control sample, we compare the difference in trading patterns between the acquiring firms and the non-acquiring firms, and for the time-series control sample, we compare the differences in trading activities of acquiring firms during the merger period and the non-merger period with those of non-acquiring firms. For example, the average purchase volume in the cross-sectional control sample are the average trading volume for the acquiring firms, and the expected purchase volume for non-acquirers in parentheses are the 50th percentile of the 1000 mean share purchased of non-acquiring firms obtained from the random procedure. The average purchase volume for the time-series control sample are the difference between the average purchase volume during the interval and the average purchase volume from three years to one year prior to the merger announcement, and the expected purchase volume in the parentheses are the 50th percentile of the mean difference in purchased volume of non-acquiring firms from the random procedure. For each time interval, we report the results for the purchase, sells, and NET buying propensity, the sum of the purchase and sells. For the time interval, the numbers represents the month prior and after the merger announcement. i.e. -12 represents 12 month prior to the merger announcement.

	
	
	Cross-sectional Comparison 
	Time-series Comparison

	　
	　
	Purchase
	Sells
	NET
	Purchase
	Sells
	NET

	Total
	 Interval 1(-12,6)
	47,125.99 
	　
	-22,527.30 
	*
	24,598.69 
	　
	4,199.00 
	　
	9,150.20
	13,349.20 
	　

	
	
	[12,707.10]
	　
	[-9,392.42]
	　
	[3,272.36]
	　
	[64.33]
	　
	[8,724.47]
	[9,059.34]
	　

	Prior
	Interval 2(-6,0)
	65,734.11 
	***
	-22,586.04 
	*
	43,148.07 
	***
	22,807.12 
	***
	9,091.46
	31,898.58
	**

	
	
	[9,327.82]
	
	[-10,363.61]
	
	[-2,67.51]
	
	[-3,591.43]
	
	[7,879.55]
	[5,218.22]
	

	
	 Interval 3(-6,-3)
	88,065.46 
	***
	-24,830.70 
	*
	63,234.76 
	***
	45,138.47 
	***
	6,846.80
	51,985.27
	***

	
	
	[9,276.56]
	
	[-8,404.36]
	
	[931.15]
	
	[-3,642.69]
	
	[9,019.37]
	[6,583.36]
	

	
	 Interval 4(-3,0)
	42,434.97 
	**
	-20,699.44 
	
	21,735.53 
	*
	-492.02 
	
	10,978.06
	10,486.04
	

	
	
	[8,961.05]
	　
	[-10,212.23]
	　
	[-1,067.47]
	　
	[-3,958.19]
	　
	[7,212.13]
	[3,466.31]
	　

	After
	Interval 5(0,3)
	15,274.69 
	
	-25,975.14 
	***
	-10,700.46 
	***
	-27,652.30 
	**
	5,702.36
	-21,949.94
	*

	
	
	[10,255.23]
	
	[-6,664.90]
	
	[3,780.85]
	
	[-2,664.02]
	
	[11,938.44]
	[9,985.21]
	

	***, **, and * indicate significance at the 1%, 5%, and 10% level, respectively.


* Corresponding author: Telephone: +(886) 23366-4979; Fax: +(886) 22362-7203; E-mail:    


 chiulinglu@management.ntu.edu.tw. Lu acknowledges financial support from the National Science Council of Taiwan (NSC95-2416-H-004-059-MY3).





� We also use the method employed by Ikenberry, Lakonishok and Vermaelen (1995) to form the pseudo-portfolios to compute the empirical p value for BHARs, and the results are similar.


� To distinguish whether the acquirers and the targets belong to the same conglomerate, we check whether the acquirers and the targets have the same parent company by company name and CUSIPS numbers.


� We use 1% and 99% as upper and lower bounds when trimming the distribution for each variable.
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