' Chapter/13

Mergers &/Acqguisitions
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1) euphemisms (Z2Wiik) : aggressive accounting, accounting
gimmick,
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2) hyperbole (%5K) : stratospheric stock price (/LB
stratosphere[fl i /= . KABHIRFEZ, UETREEZ, B
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rhyme (#f%J) : shopped—dropped; urge to merge.
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Definition of M&A

Although they are often/uttered in the 'same
breath and used as though they'were
synonymous, the terms "merger™and
"acquisition" are different things in their
strict sense.
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Acqguisition

When a company takes over another one and
clearly becomes the new owner;, the purchase
IS called an acquisition (also called takeover
or buyout). From a legal point of view, the
target company ceases to exist and the buyer
"swallows" the business.
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Merger

In the pure sense of the term, a merger
happens when'two firms; often about the
same size, agree to go forward as a new
single company rather than remain
separately owned and operated. This kind of
action 1s more precisely referred to as a
"merger of equals.” Both companies' stocks
are surrendered, and new company stock Is
issued in its place CGHrix&31) .
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Mergerin Name

In practice, however, actualmergers of equals
are very rare. Often, one company will buy
another and, as part of the deal's terms, simply
allow the acquired firm to proclaim that the
action iIs a merger, even'if it's technically an
acquisition. Being bought out often carries
negative connotations. By using the term
"merger," dealmakers and top managers try to
make the takeover more palatable to the target

company. (W &)
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Hostile Takeover

All acquisitionsiinvolve one firm purchasing
ahother—there i1s no exchanging of stock or
consolidating as a new company.
Acquisitions can be congenial, with all
narties feeling satisfied with the deal (may
e named merger). Acquisitions can also
necome hostile—that is, when the target
company does not want to be purchased.
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Horizontal merger

Two companies that are/n direct
competition in the same product lines and
markets. Horizontal integration often raises
antitrust concerns, as the combined firm
will have a larger market share than either
firm did before merging.
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Vertical merger

Merging with a‘company at a different stage
In'the production process, for instance, a car
maker merging with a car retailer or a parts
supplier. Unlike horizontal integration, it Is
likely to raise antitrust concerns only if one of
the companies already enjoys some monopoly
power, which the deal might allow it to extend
Into a new market.
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Reverse Merger

A special type of acquisition'worth mentioning
is called reverse merger (Jz [M3E3f, Eiw

il

N

)LJ:I_

7) , adeal that enables a private

company to get publicly-listed in a relatively
short time. A reverse merger occurs when a
private company that has strong prospects and

IS eager to raise financing buys a publicly-listed
shell company (“F5¢/yH]) , usually one with
no business and limited assets.
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The private company reverse merges Into
the public company, and together they
become an entirely new public corporation
with tradable shares.
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Benefits of M&A

Synergy (B FIEHO

Staff reductions
Economies of scale
Acquiring new technology
Improved market reach

Better industry visibility
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Why-some M&As Fail
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light up-the 1990’s
Ao light upAH QA XA =1

a. to become light: brighten <her face lit up>

b: tlluminate <rockets ~ up the sky>

c: animate, brighten <a smile lit up her face>
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take on water
X — 4 TR ATE AT 2 PR
a. [ HK. Tes (RO /MRCK 57
bl [ KZEESF] MK,
L. Al 2 pR T, A PR 55

i) : the Japanese economy started to take on water.

The Unsinkable Texas Economy Takes on Water.
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a new breedof growth-driven
CEOQOs
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to view dealmaking as the cornerstone and
basis for maintaining heady growth rates
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b7 it o R 3 (deal/for deal’s sake)
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aggressive
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Aggressive accountingiZE i 425 7h
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quality of earnings
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gimmick

I NIIDUR L A6

A'device employed to cheat, deceive, or trick, especially a
mechanism for the secret and dishonest control of gambling

apparatus.
accounting gimmicks MK A6, JE R

G Misaasr s




merger integration
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thrown a monkey
wrench into a deal
machine

monkey wrench: n. JEZIRF
<3 > IR R 3R

He threw a monkey wrench into our plans.
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Fallout

0. KRR R R R

a secondary and often lingering effect, result, or set of
conseqguences

#1l7]: have to take a position and accept the political
fallout.
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a chilling.effect.on the urge to
merge

urge: #13)), #E.
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Medco_pharmacy benefits unit

1. 28y it DR 55 < BRIV 348

Pharmacy benefits unit /iIs company’s unit (a
subsidiary for Instance) that administers the
prescription drug or device portion of health
Insurance plans on behalf of plan sponsors, such as
self-insured employers, insurance companies, and
health maintenance organizations, and the engages
In or directs the practice of pharmacy.
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Spin off

1L/ ToaElMeL, FE S IRy

Form of corporate divestiture that results in a
business unit or division/becoming an independent
company.

cf. shed unprofitable acquisitions =2 $5 A i K 1)
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aggressive acquisitions
accounting
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conventent currency
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In an unpredictable socio-economic environment the value of
diamonds as a currency of convenience is undisputed. Small,
easy to conceal and incredibly durable, the commodity can be
exchanged throughout the world for cash. In the clandestine
world of arms and illegal drug sale it presents a method of
payment that is almost impossible to trace.

G Msagasr s




In other sectors too, the euro is gradually becoming the
currency of convenience as companiestkeen to maintain a
competitive advantage increasingly quote, invoice, account
and bank In euros.




old-historical growth

A PR 2K, R EAT internal growth, old
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deal
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THE /END
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