TABLE OF CONTENTS

Preamble: Why Should You Read This Book?

Chapter 1: Appetizer: The Good, the Bad, and the Ugly
1.1 The Good: Google Snaps YouTube and Enters the Video-Sharing Space
1.2 The Bad: Teva Buys Actavis and Loses Its Footing
1.3 The Ugly: Hewlett-Packard Picks up Autonomy and Almost Loses Its Own
1.4 Preliminary Lessons
1.5 Finally, a Word of Caution

Chapter 1: Test Your Knowledge

Chapter 1: Solutions and Suggested Responses

Chapter 2: The Ever-Changing Nature of M&As (1): Deal Characteristics
2.1 Conglomerates Rise from the Ashes
2.2 Buyers Are Becoming Desperate
2.3 Internal Development Becomes a Less Attractive Substitute for Acquisitions
2.4 The Acquisition Premium — Up, Up, and Away
2.5 The Use of Debt in Acquisitions Decreases
Chapter 2: Test Your Knowledge
Chapter 2: Solutions and Suggested Responses

Chapter 3: The Ever-Changing Nature of M&As (2): Markets and Merger Sizes

3.1 The Growing Volume of M&A Deals

3.2 Technology Is Flourishing in Acquisitions, Too

3.3 M&A Goes Global

3.4 The Close Relation Between M&A and Investors’ Sentiment

3.5 Buyers and Targets Get Moderately Larger

3.6 Resolving The M&A Failure Conundrum: Why the High and Increasing Failure Rate?
Chapter 3: Test Your Knowledge
Chapter 3: Solutions and Suggested Responses

Chapter 4: Internal Development: The Alternative to Acquisitions
4.1 Regenerating Growth Without Acquisitions
4.2 Refreshing Weary Business Models
4.3 So, What Does It All Mean?
4.4 The Trade-Offs
4.5 Internal Development and Acquisitions Are Substitutes
4.6 The Measured Benefits of Internal Development vs. Acquisitions
4.7 Lessons for Managers, Directors, and Investors
Chapter 4: Test Your Knowledge
Chapter 4: Solutions and Suggested Responses

Chapter 5: The Folly of the Conglomerate Acquisitions
5.1 A Conglomerate Acquisition: Intel-Mobileye

17
17
19
20
21
22
25
27

29
30
30
32
32
34

37
39

M
41
44
45
46
46
47
50
53
55

57
57

i * Table of Contents



5.2 The Alleged Benefits of Conglomerates
5.3 And the Fundamental Shortcomings of the Conglomerates Are...
5.4 But Wait: What About the Claimed Efficiencies?
5.5 So, How Surprised We Were ...
5.6 Finally, Beware the Selfish CEO
Chapter 5: Test Your Knowledge
Chapter 5: Solutions and Suggested Responses

Chapter 6: Are There “Best Times” to Acquire Businesses (1)?: External Opportunities
6.1 Stay Away from Hot Capital Markets
6.2 Don’t Succumb to Peer Pressure to Acquire
6.3 Don’t Buy During Economic Recessions
6.4 Don’t Buy When Your Stock Is Overvalued
6.5 So, When Should You Acquire a Business?
Chapter 6: Test Your Knowledge
Chapter 6: Solutions and Suggested Responses

Chapter 7: Are There “Best Times” to Acquire Businesses (2)?: Internal Opportunities
7.1 Avoid High Acquisition Premia
7.2 Successful Reorganizations Don’t Necessarily Call for Acquisitions
7.3 Acquisitions Work Best for Successful Buyers
7.4 CEOs Shouldn’t Initiate Their Tenure by Buying Companies
7.5 A Brief Statistical Note (Don’t Skip)
7.6 Finally, When Should You Acquire a Business?
Chapter 7: Test Your Knowledge
Chapter 7: Solutions and Suggested Responses

Chapter 8: Integration — The Achilles’ Heel of M&A
8.1 When the Going Gets Tough, Everyone Leaves
8.2 Sprint—Nextel: A Bungled Integration
8.3 An Integration Risk Profile

Chapter 8: Test Your Knowledge

Chapter 8: Solutions and Suggested Responses

Chapter 9: Accounting Matters
9.1 The Accounting for Acquisitions
9.2 The Accounting for Intangible Assets
9.3 How Useful Are the Post-acquisition Reports to Investors?
9.4 Goodwill
9.5 Determining Organic Growth
9.6 In-Process R&D
9.7 What Does All This Mean?
Chapter 9: Test Your Knowledge
Chapter 9: Solutions and Suggested Responses

58
60
60
62
63
65
67

69
69
71
74
75
77
79
81

83
83
85
86
88
89
90
93
95

97
97
98
99
109
M

113
113
116
116
117
118
119
120
123
125

ii « Table of Contents



Chapter 10: Killer Acquisitions
10.1 Visa Is Out to Kill Plaid
10.2 How Frequent Are Killer Acquisitions?
10.3 Implications
Chapter 10: Test Your Knowledge
Chapter 10: Solutions and Suggested Responses

Chapter 11: Holding onto Losers

11.1 Failed Acquisitions Are Kept for Too Long

11.2 Delayed Goodwill Write-Off

11.3 Postponing the Inevitable

11.4 Why Procrastinate with Failed Targets?

11.5 And Now, to Our Proof

11.6 How to Overcome the Adverse Effects of Sunk Costs and Loss Disclosure?
Chapter 11: Test Your Knowledge
Chapter 11: Solutions and Suggested Responses

Chapter 12: Means of Acquisition Payment: Cash, Stocks, or Mix?: Does It Matter?
12.1 Various Interesting Trends
12.2 But What Determines the Means of Payment?

Chapter 12: Test Your Knowledge

Chapter 12: Solutions and Suggested Responses

Chapter 13: But What If Executives Are Irrational or Self-centered?
13.1 Have You Heard About “Agency Costs”?
13.2 Unethical Behavior: Buying with Inflated Shares — A Pact with the Devil
13.3 Overconfident Executives: Too Much of a Good Thing

Chapter 13: Test Your Knowledge

Chapter 13: Solutions and Suggested Responses

Chapter 14: The Human Element: Acquisitions, Executives, and Employees
14.1 Acquisitions’ Effects On CEO Tenure and Compensation
14.2 Employees: Turnover and Efficiency

Chapter 14: Test Your Knowledge

Chapter 14: Solutions and Suggested Responses

Chapter 15: Do It Yourself: Predict an Acquisition’s Outcome
15.1 A Synopsis of Our Scorecard
15.2 Building the Scorecard
15.3 Do Our Scores Really Indicate Acquisition Success?
15.4 From 43 to a 10-Factor Scorecard
15.5 The Actual Performance of the 10-Factor Scorecard
15.6 Scorecard Demonstrations
15.7 Customization of the Scorecard by Industry

Chapter 15: Test Your Knowledge

Chapter 15: Solutions and Suggested Responses

127
127
129
130
131
133

135
135
136
136
137
139
140
143
145

147
147
149
153
155

157
158
161
162
167
169

171
171
177
183
185

187
187
188
190
192
193
195
197
201
203

iii = Table of Contents



Epilogue: How to Spring the M&A Failure Trap
Appendix: Our Research Methodology
Glossary

Index

Final Exam Copy

205

210

220

222

223

iv ¢ Table of Contents



