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WFEER R OB (9532) © In our recent research, we found the following empirical
evidence based on a comparative analysis of corporate law and accounting rules
between the Anglo-Saxon Western world and Japan. In regards to mergers and
acquisitions, the pursuit to restructure the cross-share holdings within group firms
enhances the corporate value during a recession, such as the one in Japan from
1995-2005. Additionally, the M&A’s share exchange scheme requires the approval from
the target firm's management and/or parent company, which leads to a more successful
M&A. Thirdly, M&A’s can be categorized according to the financial attributes of the
acquiring firm as either a value stock (high book-to-market ratio) or a growth stock
(low book-to-market ratio). If an acquiring firm is a value stock with a high
book-to-market ratio, it is generally more successful after the M&A. In regards to
stock options, the allowance of stock options is still effective in appreciating the firm’s
share value even after the introduction of compulsory expensing in profit and loss
statements following the accounting regulations of 2004. Lastly, the announcement of
a share buyback plan acts as a signal to investors that a firm’s share price is
under-valued.
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