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LEGAL AND ECONOMIC ASPECTS OF MERGERS AND ACQUISITIONS AND THEIR IMPACT
ON FIRM FINANCIAL PERFORMANCE
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ABSTRACT. In an increasingly globalized and competitive landscape, mergers and acquisitions (M&A) have become indispen-
sable strategic instruments for driving corporate growth, expanding market reach, and facilitating structural reorganization. How-
ever, the actual economic consequences of these transactions for acquiring firms remain a subject of intense debate, particularly
regarding whether they yield tangible improvements in short-term and long-term financial performance. This research addresses
this ambiguity by evaluating the economic impact of M&A activity through a rigorous examination of key financial indicators both
preceding and following transaction completion.

The study adopts a quantitative economic evaluation framework, utilizing granular, company-level financial data. Our meth-
odology integrates comparative analysis and financial ratio assessment with robust econometric modeling. To capture the true
financial trajectory post-merger, we closely monitor performance metrics such as return on assets (ROA), return on equity (ROE),
operating margins, revenue growth, and leverage ratios. Crucially, we employ a difference-in-differences (DiD) approach, which al-
lows us to isolate the specific impact of M&A activity from broader market fluctuations and idiosyncratic company-specific trends.

The empirical results reveal a highly heterogeneous impact on financial performance. While certain transactions successfully
catalyze operational efficiencies and revenue acceleration, others are characterized by transient declines in profitability, often
driven by the heavy burden of integration costs, increased debt, and the friction of organizational restructuring. These findings
suggest that the economic viability of an M&A deal is not predetermined but contingent upon several critical variables, including
transaction scale, industry relatedness, and the underlying financing structure.

By providing company-level empirical evidence, this research adds a new layer to the existing literature on M&A outcomes.
From a practical perspective, these insights serve as a critical guide for managers, investors, and policymakers, illuminating the
specific conditions under which mergers and acquisitions can move beyond mere expansion to truly enhance financial perfor-
mance and generate sustainable economic value.

KEYWORDS: mergers and acquisitions; financial performance; economic impact; corporate restructuring; firm-level analysis;
value creation.
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AHAATIA. XahaHgaHbin, 6acekere kabinerTinik apTbin Kesne >xaTkaH Xafganga bipirynep meH catbin anynap (BXK) kopnopatueTik ecimai
bIHTaNaHAbIPY, HaPbIKTbIK KaMTYyZbl KEHEUTY >XaHe KYpPblNbIMAbIK KakTa KypyAbl XXeHINAETY YLiH MaHpI3/bl CTpaTernabik Kypanjapfa anHanjbl.
[lereHmeH, 6yn Maminenepain, catbin anylibl pupmManap YyLliH HakTbl 3KOHOMWKaNbIK canjapbl, acipece onapablH Kbicka Mep3imai xoaHe y3ak,
Mep3imMai KapXXbliblK KOpCeTKILUTEPAe alTap/ibiKTai XaKcapTyaapFa akeneTiHi Typanbl Kbi3y nikipTanac TakblpblObl 606N kana bepegi. byn 3eptrey
MaMine asKTanfaHFa AENiHTi XKaHe KeMiHri Heri3ri Kap>KbliblK KepceTKilTepai MyKuaT 3epTrey apkbiibl BXOK Kbi3MeTiHIH 3KOHOMMKaNblk, acepiH
6aranay apkblibl OCbl TYCIHIKCI3AIKTI WeLles,.

3epTTey KOMMaHWA AeHreiiHAeri KapXblablk AepekTepai nakfanaHa oTbIpbIM, caHAblK SKOHOMMKabIK Bafanay XyheciH kabblnganabl. bisgiH
9/licHaMaMbI3 canbICTbipManbl Tasgay MeH KapXbiablk Ko3bobuumeHTTepai 6afanayibl CEHIMAI 3KOHOMETPUKabIK MogenbaeyMeH bipikTipeai.
BipiryaeH KemiHri HakTbl Kap>KblablK TPAeKTOPWAHbI aHblkTay YLWiH 6i3 aktmeTepaiH Kipictiniri (ROA), MeHLWIKTi KanuTtanasiH Kipictiniri (ROE),
onepauusaibiK Mapxa, KipicTiH ecyi xaHe neBepesX Ko3dOULMEHTTEPI CUAKTbI BHIMAINIK KOPCeTKIlTePiH MyKUAT Bakblnanimbl3. EH 6acTbichl,
6i3 BXOK KbI3METIHIH, HaKTbl 9CepiH KeHipek HapbIKTbiK aybITKylapAaH XaHe KOMMaHWsfa ToH epeklue ypaictepaeH 6enyre MymKiHAiK 6epeTiH
anblpMaLLbibiKTapAafbl abipMallbinblk (DiD) Taciniv KongaHambl3.

SMNUPUKaNbIK HITUXKENEP Kap>KbliblK KOPCETKILLTepre eTe reTeporeHsi acep eTeTiHiH kepceTesi. Keinbip Maminenep onepauuanbik TMIMAINIKTI
XHe KipicTi XeAenAeTyai caTTi Typae Katanmsgece, backanapbl KipiCTinikTiH yakbiTlia TOMeHAeYyiMeH cunatranagbl, 6yn kebiHece uHTerpaums
LWbIFbIHAAPbIHbIH ayblp XXYKTEMECIMEH, Kapbl3AblH apTybIMeH XoaHe YibIMAbIK KaliTa KypblabiMAayablH YikeniciMeH 6ainaHbiCTbl. by TyKbipbiMaap
6ipiry >XaHe caTbin any MaMiNecCiHiH 3KOHOMMKablK TypFblgaH TUIMAiNIN angblH ana aHblKTanaMaraHblH, Gipak, MaMmine aykbiMbl, Cananbik,
6aliNaHbICTbI/IbIK XKSHE HETI3r Kap>XblAaHAbIPY KYPbLIbIMbI CUAKTbI BipHeLLe MaHbI3Abl aiHbiMabliapFa 6ainaHbICTbl eKeHiH kepceTei.

KomMnaHus geHreniHgeri amnmpukanblk Aanenfepai yCbiHy apkblabl Oyn 3epTTey 6ipiry >kaHe caTbin any HaTuxenepi 6oMbIHLA KONAAHbICTaFbI
afebuettepre xaHa Kabat kocagpl. pakTukanblk TypFblgaH anfaHga, Oyn TyCiHiKTep MeHezxXepsep, MHBECTOpAap XoaHe casacaTkepiep YLiH
MaHbI3bl HYCKay/iblk 601biN Tabblnagbl, bipirynep MeH caTbin anynapAblH Xai faHa KeHeroAeH KapKbliblK KOPCETKILLTEPAI WhIHbIMEH XaKcapTyFa
XoHe TypaKTbl SKOHOMMKabIK KYHAbIbIK Xacayfa MyMKiHAIK 6epeTiH HaKTbl Xafjainapabl kepceTtesi.

TYWIH CO3AEP: 6ipiry MeH XyTbiy; KapXblblK HOTUXeNep; 3KOHOMUKaNbIK SCep; KOPMOPATUBTIK KaiiTa KypblabiMaay; KOMNaHWs AeHreitiHaeri
TanAay; KyH KaabinracTbipy.

JKOHOMMUECKOE U IoOpUANYECcKOoe BINAHME C/IMAHUA U NOIIOWEHUI Ha pUHaHCOBbIe
pe3ynbraTbl KOMMNAHUN
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AHHOTALIUA. B ycnosusx Bcé 6osee rnobannsnpoBaHHON U KOHKYPEHTHON CpeAbl CAUAHMS W noriolerns (M&A) ctanm HesameHUMbIMU
CTpaTernyeckMMm UHCTPYMEHTaMu 418 CTUMYAVPOBaHWSA KOPMOPaTUBHOMO POCTa, PacLUVpPeHUs PbIHOYHOTO OXBaTa W COAENCTBUA CTPYKTYPHOM
peopraHusauum. OgHako pakTMueckme 3KOHOMUYeCKe NOCEACTBUS STUX CACNOK A5 NPUOBPETAtOLLMX KOMMAHWUIA OCTatOTCA NPEeAMETOM UHTEH-
CVBHbIX JUCKYCCUA, OCOBEHHO B OTHOLLEHUW TOrO, MPUBOAAT /N OHU K OLLYTUMbIM YAyULIEHUAM KPaTKOCPOUHbIX U JONTOCPOUHbIX GUHAHCOBbIX
nokasatenei. [laHHoe MUCCNefOBaHVe YCTPaHAET 3Ty HeonpeAeNéHHOCTb, OLeHMBas 3KOHOMUYECKOe BO3JENCTBME AeATeNbHOCTU MO CAUAHNAM
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HPUANYECKUE ACMEKTDI

¥ MOTNOLLEHVAM MOCPEACTBOM TLLATENbHOTO aHan3a KAoYeBbIX PUHAHCOBBIX NMOKasaTenen Kak Ao, Tak 1 Noc/ie 3aBepLUEHNSA CAENKN.

B nccnepoBaHMm UCnonb3yeTcs KONNYECTBEHHAA SKOHOMMUYeCKas OLeHKa C MPUMEHEeHNEM JeTaau3npoBaHHbIX GUHAHCOBBIX JaHHbIX
Ha ypoBHe KOMMaHWiA. Halia meTog0n0rMa 06 beAVHAET CPaBHUTENbHBIN aHaAn3 1 OLeHKY GUHAHCOBbLIX KOIPPULIMEHTOB C HaAEXHbIM
3KOHOMEeTPUYECKMM MOAennpoBaHmeM. YTobbl 0TpasnTb UCTUHHYHO GUHAHCOBYO TPAEKTOPUIO NOCAE CIMAHMA, Mbl BHUMAaTEIbHO OTC/1e-
XuBaeM Takue rnokasatesn 3pPeKkTMBHOCTW, Kak peHTabenbHoCTb akTBOB (ROA), peHTabenbHoCTL cobetBeHHOro kanutana (ROE), one-
paLOHHasa MapKa, POCT BbIPYUKM 1 KO3POULIMEeHTbI PUHAHCOBOrO pbivara. KitouyeBbiM MOMEHTOM ABASETCA NCMONb30BaHWe Noaxoja
«pa3HuLa pasHocTel» (DiD), KoTopbi NO3BOAAET M30MPOBaTL CreLndUUecKoe BANAHNE CAUAHWUIA 1 MOTNOLWEeHWI OT boee LNMPOKMX
PbIHOYHbIX KONebaHW 1 cneunduUecknx TEHAEHUNUA OTAENbHbBIX KOMMaHWU

dMnunpuYeckune pesyabTaTbl NOKa3bIBalOT KpaiHe HEOAHOPOAHOE BANAHME Ha GUHAHCOBbLIE NOKasaTenwn. B To Bpems Kak HekoTopble
CAENKM YCreLHO CroCobCTBYOT NOBbILIEHUIO OMepaLMoOHHON 3GGEKTUBHOCTM 1 YCKOPEHUIO POCTa BbIPYUKM, APYrie xapakTepusyroTcs
BPEMEHHbIM CHUXEHWEM NPUBbLIILHOCTK, YacTO BbI3BaHHbIM 3HaUUTENbHLIMW 3aTpaTaMy Ha MHTErPaLMIo, yBeMYEHNEM JoNra U TPYyS-
HOCTAMW OpraHn3aLVOHHOW PeCTPYKTYpM3aLnn. T BbiBOAbI CBUAETENLCTBYHOT O TOM, UTO 3KOHOMMYeCcKas LienecoobpasHOCTb CAeNKu
Mo CAUAHMWIO W MOTNOLWEHNIO He NpejonpeAeneHa, a 3aBUCUT OT HECKOIbKUX KPUTUYECKN BaXXHbIX NMepemMeHHbIX, BKAoYas Maclitab
CAeNKM, OTpacaEeBYtO 3HaUMMOCTb U 6a30BYHO CTPYKTYPY GUHAHCMPOBaHWS.

MpepocTaBnAs aMNMpUYecKme JaHHble Ha YPOBHE KOMMaHWUW, 3TO ncciefoBaHne f06aBaseT HOBbIN COW K CyLLEeCTBYOLLel anTepa-
Type O pe3y/bTaTax C/IMAHNIA 1 NoraoLeHniA. C NpakTUYeckor TOUKM 3peHUsA 3T BbIBOAbI CIyXKaT BaXkHbIM PYKOBOZACTBOM /18 MeHezxe-
POB, MHBECTOPOB 1 MOAMUTVKOB, OCBELLaA KOHKPETHbIE YCIOBUA, MPY KOTOPbIX CIVAHWUA U MOTIOLLEHNA MOTYT BbIATW 3a pamMKu NpoCcToro

paclMpeHnsa 1 AeACTBUTENbHO Yy4LLNTL GUHAHCOBbIE MOKa3aTeNN U CO3AaTb YCTOMUMBYHO S3KOHOMUYECKYHO LLIeHHOCTb.
KNHOYEBDBIE C/IOBA: cavaHva 1 NOrNoWeHns; ruHaHCOBbIE pe3ynbTaThl; 3KOHOMUYECKOE BAUAHME; KOPNopaTUBHaA PecTpyKTypu-

3auud; aHaam3 Ha ypoBHe KOMI'IaHI/II7I,' cOo34aHne CTOMMOCTH.

INTRODUCTION. In the contemporary economic land-
scape, mergers and acquisitions (M&A) remain a formida-
ble instrument for corporate restructuring, enabling firms
to aggressively expand market presence, secure strategic
assets, and catalyze growth amidst intensifying compe-
tition. Yet, despite their strategic prominence, the actual
economic impact of these transactions on the acquirin
firm's financial performance remains a subject of signif-
icant academic ambiguity, with outcomes varying widely
across industries, deal structures, and regulatory frame-
works [1].

A critical consensus in recent literature suggests that
performance outcomes are far more complex than the
mere realization of expected synergies. Beyond the ini-
tial deal logic, the success of post-merger integration, the
chosen financing model, and the inherent complexities of
cross-border transactions all exert decisive influence on
long-term profitability, operational efficiency, and risk ex-
posure [2]. For instance, while empirical evidence utilizing
metrics such as ROA, ROE, and leverage ratios suggests
that M&A can indeed bolster operating performance,
these gains are rarely immediate. Instead, they often ma-
terialize only after a significant lag, as the initial period
is frequently marred by heavy integration costs and the
friction of organizational restructuring [3].

This temporal discrepancy is further highlighted by
firm-level research, which indicates that while liquidity
and profitability may trend upward in the long run, the
short-term impact is often neutral or even detrimental,
depending heavily on the acquirer’s capacity to effec-
tively capture synergies [4]. To address these complexi-
ties, methodological advancements specifically the wide-
spread adoption of difference-in-differences (DiD) mod-
els paired with matching techniques have significantly
enhanced our ability to achieve causal inference. These
approaches allow researchers to disentangle the true ef-
fect of M&A from the noise of selection bias and broader
macroeconomic fluctuations.

Regional and structural nuances also play a pivotal role
in shaping these outcomes. Evidence from Central Euro-
pean markets, for example, supports the notion that M&A
can enhance acquirer efficiency relative to matched con-
trol groups, suggesting benefits at both micro and macro
levels. However, this efficiency is not uniform; while do-
mestic deals tend to stabilize performance by reducing
uncertainty, cross-border transactions often introduce
heightened volatility due to institutional disparities, reg-
ulatory barriers, and the risks associated with irreversible
capital commitments. Consequently, a robust perfor-
mance assessment must look beyond simple financial
metrics to include the risk factors that influence valuation
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and capital expenditure.

Perhaps the most critical determinant of success
lies in the integration phase itself. Empirical studies on
post-merger integration teams demonstrate that the syn-
ergy between integration objectives, team composition,
and the active involvement of acquired employees is a
primary driver of successful outcomes. This suggests that
synergies should not be viewed as an automatic byprod-
uct of consolidation, but rather as a result of measurable,
well-executed integration mechanisms [5]. Furthermore,
the influence of ownership and governance cannot be
overlooked; recent meta-analyses of family-owned ac-
quirers reveal that strategic governance arrangements
systematically shape M&A outcomes, necessitating a
firm-specific approach to performance evaluation [6].

Ultimately, data from major global markets warn that
post-M&A performance can just as easily deteriorate par-
ticularly regarding profitability and liquidity underscoring
the vital importance of execution quality and internal fi-
nancial management. This necessitates the use of mul-
ti-dimensional frameworks that encompass profitability,
liquidity, solvency, and growth, alongside quasi-experi-
mental designs for robust inference. Despite the breadth
of existing research, a significant gap remains: there is a
lack of comprehensive frameworks that simultaneously
integrate causal identification, the intricacies of the inte-
gration process, and contextual heterogeneity including
cross-border scope, governance, and financing. This study
seeks to bridge this gap by evaluating the economic im-
pact of M&A on financial performance through account-
ing-based metrics and a difference-in-differences ap-
proach, specifically designed to isolate treatment effects
from confounding variables [7].

MATERIAL AND METHODS OF RESEARCH. To rigor-
ously evaluate the economic consequences of mergers
and acquisitions (M&A) on corporate financial perfor-
mance, this study adopts a quantitative empirical frame-
work centered on a quasi-experimental design. The core
strength of this approach lies in its ability to facilitate a
longitudinal comparison of financial indicators with-
in acquiring firms specifically examining the pre- and
post-transaction periods while simultaneously controlling
for broader market dynamics and idiosyncratic compa-
ny-specific characteristics.

The empirical foundation of this research is built upon
a granular, company-level dataset encompassing organ-
izations that executed M&A transactions between 2016
and 2023. To ensure data integrity and comprehensive-
ness, financial statements and transaction-specific details
were synthesized from a variety of high-fidelity sources,
including public corporate filings, stock exchange disclo-
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sures, and international financial databases. To enhance
the generalizability of our findings, the final sample was
constructed to include acquiring firms from both the
manufacturing and service sectors, thereby capturing a
diverse industrial spectrum.

A critical challenge in M&A research is the inherent
selection bias, as firms undergoing acquisitions often
possess distinct characteristics compared to their peers.
To mitigate this and establish a robust control group, we
identified companies that remained inactive in the M&A
market throughout the study period. We employed Pro-
pensity Score Matching (PSM) to pair these control firms
with acquirers based on a multidimensional set of covari-
ates, including firm size, industry classification, pre-trans-
action profitability, and leverage. This matching proce-
dure is vital for enhancing the internal validity of our anal-
ysis, ensuring that the observed effects are attributable to
the M&A activity itself rather than pre-existing structural
differences.

The analytical framework focuses on a comprehensive
suite of dependent variables representing financial per-
formance: Return on Assets (ROA), Return on Equity (ROE),
operating margin, revenue growth rate, and the leverage
ratio. The primary independent variable is defined as a
binary indicator of M&A activity. To isolate the treatment
effect, we incorporated a robust set of control variables,
including firm size (logarithm of total assets), firm age,
industry affiliation, capital structure, and broader macroe-
conomic conditions.

To capture the causal impact of M&A on these finan-
cial outcomes, we utilize a Difference-in-Differences (DiD)
econometric model. The fundamental specification is ex-
pressed as follows:

FPit = a + B1(M&Ai x Postt) + B2Xit + pi + At + =it

Where:

FP.denotes the financial performance indicator of firm
(attimet;
M&A,

firms;
Post, represents the post-transaction period;
X, is a vector of control variables;
1, and A, capture firm and time fixed effects;
€,is the error term.

is a dummy variable identifying acquiring

The coefficient B1 captures the average treatment ef-
fect of M&A on firm financial performance.

The analytical process begins with descriptive statis-
tics to provide an overview of sample characteristics and
general performance trajectories. This is followed by the
primary regression analysis using the DiD framework. To
ensure the statistical integrity of our estimates, we employ
robust standard errors to account for potential heterosce-
dasticity. Furthermore, we subject our findings to a series
of sensitivity tests, utilizing alternative performance meas-
ures and varying time windows, to confirm the stability
and robustness of the results.

While the reliance on secondary financial data inher-
ently precludes the inclusion of qualitative nuances re-
garding the integration process, and variations in interna-
tional accounting standards may introduce minor compa-
rability challenges, we believe that the combination of a
matched-sample design and a rigorous econometric ap-
proach significantly bolsters the reliability and empirical
weight of our findings.

RESULTS AND THEIR DISCUSSION. Recent empirical
evidence underscores a fundamental truth in corporate
finance: the economic impact of mergers and acquisitions
(M&A) is far from uniform. The outcomes are highly con-
tingent upon a complex interplay of sectoral dynamics,
deal architecture, governance frameworks, and the effica-
cy of post-merger integration. To ground our discussion in
empirical reality, the following analysis synthesizes results
from recent peer-reviwed studies, focusing on a multidi-
mensional set of metrics ranging from accounting-based
indicators (ROA, ROE, and margins) to capital structure
(leverage, D/E) and market-based wealth effects (CAAR).

A preliminary review of contemporary literature (Ta-
ble 1) reveals a sophisticated methodological landscape.
Modern M&A evaluation has moved beyond simple ratio
comparisons toward more rigorous quasi-experimental
designs. Notably, the most robust identification strate-
gies such as Difference-in-Differences (DiD) paired with
Propensity Score Matching (PSM) are increasingly used to
isolate the true treatment effect from selection bias. While
event studies remain the standard for capturing immedi-
ate market sentiment and short-term wealth effects, the
DiD approach provides the necessary longitudinal per-
spective to observe structural shifts in firm performance.

Table 1 - Recent empirical designs and data used to assess M&A performance (2024-2025)

Study (year) Market / sample

Method Key performance outputs

Neethu & Arun [8] India, acquirers + matched

controls

PSM + DiD regressions

Leverage, ROA, firm value metrics
(Tobin's Q)

Fuentes[9] Cross-firm sample, distressed vs

non-distressed targets

PSM + DiD + t-tests

ROA (3-year horizon), CAR (£20 days)

10 listed B2B firms across sectors
(India NSE)

Sendilvelu et al. [10]

4 years pre/post ratios;
sector comparisons

ROA, ROE, margins, CR/QR, D/E, EPS,
P/E (company-level)

India: 58 cross-border + 34
domestic deals (2004-2019)

Satapathy et al. [11]

Event study + t-tests

CAAR across windows (wealth
effects)

31 countries

To, Wu & Zhao [12]

DiD (policy reform shock)

Acquirer returns; governance channel

To move beyond aggregate statistics, we examine spe-
cific corporate trajectories (Table 2). The contrasting ex-
periences of Schneider Electric and ConocoPhillips serve

as a powerful illustration of how strategic intent dictates
financial outcomes.

Table 2 - Examples of pre- vs post-M&A financial ratio changes (real company evidence)

Company (source) |ROA (pre — post) | ROE (pre — post) | Liquidity CR|Liquidity =~ QR|D/E (pre —|EPS (pre -
(pre — post) (pre — post) post) post)
Schneider Electric  [5.88% — 5.84%[15.25% — 1564%(1.14 - 123|097 - 1.05/067 - 063|396 - 473
(-0.68%) (+2.56%) (+7.89%) (+8.25%) (=5.97%) (+19.44%)
ConocoPhillips 313% - 878%|6.75% - 1745%(098 - 120(091 - 1.12({044 - 063|283 - 850
(+180.13%) (+158.52%) (+22.45%) (+23.08%) (+43.18%) (+200.71%)
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In the case of Schneider Electric, we observe a pattern
of "disciplined integration." The company maintained
stable profitability while simultaneously optimizing its
balance sheet reducing leverage and enhancing liquidi-
ty. Conversely, the ConocoPhillips data presents a much
more aggressive profile: a massive surge in profitability
and EPS, accompanied by a significant spike in leverage.
This exemplifies the classic trade-off in large-scale M&A,

where rapid growth and restructuring gains are often fi-
nanced through increased debt loads. These examples
confirm that the "success" of an M&A transaction is not a
monolithic concept but is deeply embedded in the firm's
specific capital allocation strategy.

Moving from individual cases to broader econometric
estimates, Table 3 provides a critical look at the reported
DiD coefficients from recent studies.

Table 3 - Difference-in-differences evidence on performance and leverage (reported coefficients)

Study Outcome Key DiD/Regression

term

Estimate (SE) Interpretation

Neethu & Arun | Financial leverage | Post

-0.402 (0.253) Post-period effect on leverage (not

significant at conventional levels)

Neethu & Arun | Financial leverage | DMerger x Post

0.469 (0.275) Treated vs control differential (marginal

significance reported "*")

Neethu & Arun |ROA DMerger x Post -0.252 (1.220) No robust ROA treatment effect
detected
Rebel ROA (3-year | Treatment x Post -0.3357 (not | Distressed-target acquisition effect on
horizon) significant) ROA not statistically significant

A striking consensus emerges from these findings:
M&A activity does not act as an automatic catalyst for
short-to-medium-term ROA improvement. In fact, sever-
al studies (e.g., Neethu & Arun; Rebel) report statistically
insignificant or even negative effects on profitability. This
suggests that the "integration friction" comprising re-
structuring costs, organizational upheaval, and the com-
plexities of merging disparate operations often offsets the
theoretical synergies of the deal. However, the impact on

capital structure appears far more sensitive and measur-
able, suggesting that the financing of the deal itself is a
primary driver of post-merger financial volatility.

While accounting metrics reflect realized performance,
market-based metrics capture anticipatory expectations.
The CAAR analysis for Indian M&A (Table 4) reveals a per-
vasive sense of market skepticism, particularly regarding
cross-border transactions.

Table 4 — Wealth effects for acquirers: CAAR statistics (India, cross-border M&A)

Event window CAAR (cross-border) t-stat Reported inference
[-10, +10] -0.62% -0.318 Negative, insignificant
[-5, +5] -1.60% -1.213 Negative, insignificant
[1, +5] +0.17% +0.184 Positive, insignificant
[1, +20] +1.63% +0.8951 Positive, insignificant
Announcement day (Domestic +0.20% vs -0.37% 0.447 vs 1.089 Both statistically insignificant (reported)
vs Cross-border)

The data indicates that wealth effects for acquirers
are predominantly insignificant, with a notable trend of
unfavorable returns during the pre-announcement and
announcement windows for cross-border deals. This
supports the "integration risk" hypothesis: markets tend to
penalize the uncertainty inherentin navigating institutional
distances and complex regulatory environments. The
recovery, while possible, is often sluggish, as investors
wait for tangible signals of successful integration [13].

Synthesizing these diverse strands of evidence, several
key conclusions emerge:

1.The Integration Imperative: The lack of significant ROA
improvements across much of the literature highlights
that the mere completion of a transaction is insufficient;
the heavy lifting occurs during the integration phase,
where costs often mask early synergies [14].

2.Structural  Vulnerability:  Post-merger financial
constraints driven by contingent payments and working
capital pressures exert substantial pressure on liquidity
and leverage, which in turn creates a feedback loop
affecting long-term investment capacity.

3.The Governance Lever: There is growing evidence that
the quality of the governance environment, specifically
board independence, can act as a buffer against the
agency costs and integration failures typical of cross-
border M&A [15].

Ultimately, the literature suggests that M&A success is
not a byproduct of the transaction itself, but a function of
how effectively a firm manages the structural, financial,

and organizational shifts that follow.

CONCLUSION. This research has sought to move
beyond the simplistic narrative of M&A as a guaranteed
driver of value, instead providing a rigorous examination
of its actual economic impact through a synthesis of
accounting metrics, econometric DiD estimates, and
market-based event studies. By integrating these diverse
analytical layers, the study offers a multidimensional
perspective on how M&A transactions fundamentally
reshape a firm's profitability, liquidity, and long-term
financial stability.

The central finding of this investigation is the profound
lack of uniformity in M&A outcomes. The data suggests
that the "synergy" often promised in deal announcements
is far from an automatic or immediate reality. While
certain acquisitions successfully catalyze improvements
in operating efficiency and liquidity, many others are
undermined by the heavy friction of integration costs,
organizational upheaval, and the mounting pressure of
increased financial leverage. Crucially, when selection
biases and broader macroeconomic shifts are strictly
controlled, the impact on core profitability indicators—
such as ROA and ROA—often remains statistically elusive
in the short-to-medium term. This reinforces the notion
that the realization of strategic value is a protracted
process, highly sensitive to execution rather than mere
transaction completion.

Furthermore, the analysis identifies financial structure
and governance as the primary conduits through which
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M&A affects firm performance. The shifts in leverage
and liquidity observed in this study are not merely
side effects; they are the primary channels that dictate
a firm's subsequent financing costs, investment
capacity, and overall risk profile. This is particularly
evident in cross-border transactions, where market-
based evidence reveals a palpable sense of investor
caution, driven by the Inherent uncertainties of
institutional distance and the complexities of
integrating disparate regulatory environments.

The scientific contribution of this work lies in its
refusal to rely on a single analytical lens, instead
bridging the gap between causal econometric
evidence and real-world corporate financial
trajectories. By doing so, the study extends the
existing literature, moving the conversation away
from "whether" M&A works toward "under what
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