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Constructing Pricing Model of Japanese Corporate Acquisitions Based on
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Levels of offer premiums are different between the three types of
acquisition, strategic, financial, and MBOs. For strategic acquisitions of the middle range of offer
premiums, target shareholding is positively related with offer premiums, and toehold shareholding

and negotiated share are negatively related wiht offer premiums.

Mechanisms of offer premiums are different between their ranges. Especially, the relations of stock
market misvaluation of target firms and offer premium are different between the offer premium
ranges.
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Bundo, H (2017),“ Relationship between Tender Offer Premiums and Valuations of
the Target Firm,” 21 , 119-140

This study’s three main findings are as follows: First, the estimated capitalized value of
shareholder's equity determined by using the residual income model, based on the
forecasted net income of the ongoing fiscal year deflated by the value of market
capitalization of the target firm, has a significantly positive relationship with the offer
premiums for both the positive and negative offer premium sub-sample.

Second, for premium offers, the book value of shareholder’s equity deflated by the
market capitalization of the target firms has the most influence on, and is significantly
positively related to, the offer premiums. Additionally, either the estimated capitalized



value of shareholder’s equity deflated by market capitalization or the estimated
capitalization of the residual income deflated by market capitalization has the second-
most important influence on, and is significantly positively related to, the offer premiums.

Third, for discount offers, the book value of shareholder’s equity deflated by the market
capitalization of the target firms has the most influence on, and is significantly positively
related to, the offer premiums. This is consistent with the results for the positive offer
premium sub-sample. At the same time, the explanatory power of the book value of
shareholder’s equity deflated by market capitalization is higher than for the positive

offer premium.

2 Bundo, H (2018),“ Relationship between Tender Offer Premium and Target Firm
Misvaluation,” 65 1 161 182

The main findings of this study are as follows. First, the offer premium has a positive
and statistically significant relationship with the misvaluation variable based on all
listed corporations for the TSE1 sub-sample. On the other hand, there is no significant
relationship between the offer premium and the two versions of the misvaluation
variable.

Second, the risk-free rate of return has a negative and statistically significant
relationship with the offer premium for the TSE1 sub-group, and market capitalization
value, and price-to-book value are negatively and significantly related to the offer
premium for sub-groups of both TSE1 and NonTSEL1.

These findings imply that the acquirer carefully identifies the indexes regarding the
valuation of a target firm and the conditions of the capital market before deciding the
offer price to achieve an adequate balance between eliciting shareholders’ tendering and

restraining acquisition costs.

3 Bundo, H (2019),“ Offer Premiums and Other Features of Tender Offers in Japan,
Using Samples from 2002 to 2013,” 3 ,1-34

The main results are the features of acquisition objectives. For strategic acquisitions,
the middle range of offer premiums reflects the relatively small target shareholding and
larger toehold shareholding, both of which decreases offer premiums, and reflects the
small negotiated share, which increase offer premiums.

For financial acquisitions, the offer premium is smaller than for strategic acquisitions
and Management Buy-outs (MBOSs). Target shareholding ratio is smaller than for MBOs.
Toehold shareholding ratio and negotiated share ratio are the smallest. Rate of lower-
limit setting is more than for strategic acquisitions and less than for MBOs. Rate of
upper-limit setting is more than for MBOs. Rate of business connection is smaller than
for strategic acquisitions.

As for MBO, both offer premium and target shareholding are the largest. Toehold
shareholding ratio is larger than for financial acquisitions. Negotiated share ratio is
larger than for strategic acquisitions. Rate of lower-limit setting is the most, and rate of

upper-limit setting is the least. Rate of business connections is the least.

4 Bundo, H (2020),“ Offer Premiums and Other Features of Tender Offers in Japan,
Using Samples from 2002 to 2013,” 5 ,1-27

The most important finding is that results for the entire sample often do not represent

the conditions within each subsample. The second important finding is that the business



relationship between the acquirer and the target firm, especially those that involve
interactions between their core businesses prior to the tender offer, elevates the premium

offered, but only in the “Discount” subsample.

5 Bundo, H (2021),“ Offer Premiums and Other Features of Tender Offers in Japan,
Using Samples from 2002 to 2013,” 7 ,1-25

First, in the high premium subsample, the target firm’s market misvaluation using the
shareholder’s cost of capital, based on the separated samples of listed corporations of the
TSE1 (Tokyo Stock Exchange first section market) or NonTSEL, positively affects the
offer premium. This relationship was determined by mean difference tests and multi
regression analysis after controlling for the target firm’s size. Second, in the normal
premium subsample, market misvaluation of the target firm, using the shareholder’s
cost of capital based both on entire universe of all the corporaions listed in the Japanese
stock markets and on the separated samples of listed corporations of the TSE1 or
NonTSE1, negatively affects offer premium. Mean and median difference tests show this
relationship. The subgroups of the samples of listed corporations of the TSE1 and

NonTSEL1 are supported by regression analysis after controlling for the target firm’s size.

6 Bundo, H (2023),“ Offer Premiums and Other Features of Tender Offers in Japan,
Using Samples from 2002 to 2013,” 10,11 ,1-38

Two major implications are that most results of the full sample reflect the
relationships between offer premium and each relevant variable, which are not
universally but unevenly found in the sample, and that there exist the combination
effects of target firm momentum and TOPIX momentum, which are not able to be

induced by the analysis of separate momentum and whose directions are not uniform.
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