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The Art of the (no) Deal
|dentifying the Drivers of Canceled M&A Deals

Globally, almost 54,000 merger and acquisition (“M&A”) deals with a total value of $4.1
trillion were announced in 2017*. While investors generally expect announced deals to
close, not all do. Terminated deals impact capital market participants in various ways.
Predicting deals that are likely to be canceled is of interest to both M&A advisers and equity
investors. Certain drivers influence whether a deal is likely to be canceled:

e Size: The larger the size of the target (acquirer), the more difficult (easier) it is for
the acquirer to finance the deal (Figure 2).

e Deal Proportionality (deal size to acquirer's market cap): Deals with large
proportionality ratios (“mergers of equals”), can be difficult to manage (who leads the
combined entity, board membership constitution, etc.), leading to a higher
cancelation risk for these type of transactions.

e Perceived Price Discount: Shareholders of targets with stock prices well off their
52-week highs often believe their positions are worth more than the offer price, and
existing management usually encourage this point of view.

e CEO Age: Deals where the acquirer CEO is a young male, have a higher risk of
being terminated than deals involving older CEOs, as younger male CEOs can be
less diplomatic, more combative and less willing to concede in negotiations.

e Regulatory Risk: Deals where both the target and acquirer account for a large
share of total industry assets have a higher risk of being terminated (antitrust
concerns) than deals where this is not the case.

e A model comprised of 4 drivers forecasts the rate of M&A cancelations at
twice the level (26%) of the M&A universe (13%).

We also confirm academic findings around excess returns to both targets and acquirers on
deal announcement and canceled dates (Table 3 and Table 4). Targets earn an average
excess return of 7.79% 2 (-3.35%) in the three day window surrounding deal
announcement (cancelation), both statistically significant at the 1% level. The average
excess return to acquirers in this same window is not significant.

1. Introduction

Academic papers document positive abnormal returns to targets of a deal. Dodd (1980)
documented abnormal returns of 4.3% to targets on announcement date. Malmendier et al.
(2016) reached a similar conclusion as Dodd, but also reported higher announcement day
returns for targets when the acquisition was cash versus stock-based.

However, a certain percentage of announced deals fail to close. Figure 1 shows the
breakdown (completed and canceled) of all deals announced between January 2001 and
December 2017, for Russell 3000 targets. Total deals peaked in 2007, prior to the beginning
of the financial crisis, and bottomed out around recessions (2002, 2009). The highest
termination rate was in 2008 (32%).

! Source S&P Global Market Intelligence as at 1/3/2018
2 Excess returns are calculated after controlling for market, value, size and momentum risk factors.
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Figure 1: Deal Announcements — Calendar Year Distribution (Target in Russell 3000)
January 2001 — December 2017
Deal Announcements: Calendar Year Distribution (Target in Russell 3000)
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Source: S&P Global Market Intelligence Quantamental Research. Data as at 01/25/2018

Announced deals fail to close for a variety of reasons:
e Shareholders and/or directors of the target believe the terms of the deal undervalues
the firm and push for a higher offer.
¢ Material changes in company or industry fundamentals can occur subsequent to the
deal’s announcement, such as occurred during the 2008 financial crisis.
e Anti-trust and national security concerns (cross-border deals / foreign ownership).

Cole et al. (2006) reported that targets’ abnormal returns around deal announcements are
not completely reversed at termination, as the announcement of an offer generates new
information regarding the perceived value of the target.

Researchers have documented several characteristics that increase the cancelation risk of
M&A deals. Branch and Wang (2008) reported a positive relationship between the relative
size of the target to the acquirer and deal cancelation risk. Levi et al. (2010) found that
cancelation risk was higher when the acquirer's CEO was young and male.

2. Predicting Deal Cancelation Risk

We estimated the probability of a deal being terminated using logistic regression. Our
universe consists of 2,300 observations, of which 361 were canceled and the remaining
were closed deals. We randomly selected two-thirds of our sample as the in-sample period
and the remaining one-third as out-of-sample. Selected predictors with significant t-stats are
shown in Figure 2 (See Appendix A for list of factors tested). Analyses in the following
sections were conducted with data as at March 2017.
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Figure 2: Predictors with Significant T-Stats: Target in Russell 3000
(January 2001 — March 2017)
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Source: S&P Global Market Intelligence Quantamental Research. Data as at 09/30/2017.

Suffix “tgt” and “acq” indicate target or acquirer characteristics respectively. Green (red) bars indicate that the predictor has a
positive (negative) relationship with deal cancelation risk. For example, deals with high “tgtAcqMktCap” values (ratio of the target’s
market capitalization to that of the acquirer) have a higher probability of being terminated than deals with low tgtAcqMktCap values —
a positive relationship

Figure 2 is dominated by size-related/proportionality factors (tgtAcqMktCap, transactionSize,
logRevenue_Tgt, logTotAssets_Tgt) as well as factors related to pre-deal price momentum
(percievedPriceDiscount, shortTermMom).

Large acquirers are in a better position to close deals due to stronger balance sheets and
easier access to financing than smaller companies. However, the size of the target relative
to the size of the acquirer is also an important metric, as very large acquisitions are difficult
to consummate.

Deals with targets trading well below 52-week highs are at risk of not closing
(perceivedPriceDiscount). Shareholders “anchoring” the value of their stock to the high over
the past year may believe their stock is being acquired too cheaply and not support the deal.

Regulatory risk is another important consideration. The larger our metric of regulatory
risk (assetsTgtAcqToSublind), the higher the cancelation risk, as deals that would result
in significant industry consolidation are likely to face antitrust scrutiny.

We also found the age of the acquirer’s CEO to be an important characteristic, as young
male CEOs may be more combative and less willing to concede in negotiations, compared
to older CEOs®.

3 CEO Age is a binary indicator set to 1 for male CEOs (50 years or less).
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We tested several fundamental metrics (Appendix A), including earnings yield, book
leverage and return on assets as possible drivers of canceled deals, but our results
were inconclusive.

Although our data sample is small, three of the four predictors included in the model have
coefficients that are significant at the 1% level (Table 1)*.

Table 1: Predictor Coefficients (in-sample): Target in Russell 3000
(January 2001-March 2017)

Predictor Coefficient
Perceived Price Discount -2.07***
Log of Revenue - Target 0.29***
Transaction Size 0.37***
CEO Age 0.45*

*** statistically significant at 1% level; ** statistically significant at 5% level; * statistically significant at 10% level.
Source: S&P Global Market Intelligence Quantamental Research. Data as at 09/30/2017.

2.1. Model Performance (Out-of-sample)
We used two methods to measure the performance of the model (out-of-sample data):

1) Binning: We bin all probability values generated by the model and compare the
cancelation hit rate® of each bin (number of deals that were actually terminated divided by
number of deals in the bin) to the cancelation rate of the out-of-sample universe (13%).

The cancelation hit rate of Bin 5 (high risk deals) is 26%, twice the cancelation rate of
the universe (Table 2). Deals in Bin 5 are more likely to be terminated than deals in Bins 1
through 4. Also, deals in Bin 1 usually close, with only 2% of these deals canceled.

Table 2: Cancelation Hit-Rates Based on Out-sample Data
(Target in Russell 3000 Universe): January 2001 — March 2017

Bin Hit Rate

Lowest Predicted Risk (1) | 2%***
2 9%
3 15%
4 14%

Highest Predicted Risk (5) | 26%***

Universe Cancelation Rate 13%

*** statistically significant at 1% level; ** statistically significant at 5% level; * statistically significant at 10% level.
Source: S&P Global Market Intelligence Quantamental Research. Data as at 09/30/2017.

2) Probability cut-off: We calculate the cancelation hit rate for all deals with probability
values greater than a given threshold. For example, we classify all deals with probability

* Three-fifths of the data was for in-sample and two-fifths for out-sample. This approach yields 826 and 552
observation for the in-sample and out-of-sample respectively.

® Cancelation hit rate for a quintile/cohort/universe is the number of deals that were actually canceled in that
quintile/cohort divided by the number of deals in that quintile/cohort.
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values greater than 0.50 as “canceled” and then determine the cancelation hit rate at this
cut-off level. This process can be applied to all probability values between 0 and 1.

The forecasted cancelation hit rate of the model is higher than the universe realized
cancelation rate (13%), and the difference is statistically significant at the 1% level, for model
probability values between 9% and 39% (Figure 3). The difference in hit rate is not
significant at model forecasted probability values larger than 45%, as the model generates
only a few probability values above this cut-off.

Figure 3: Cancelation Hit-Rate Based on Different Cut-off Thresholds
(Target in Russell 3000 Universe): January 2001 — March 2017
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Source: S&P Global Market Intelligence Quantamental Research. Data as at 09/30/2017
The probability cut-off goes from left to right in deceasing order®. For example “>0.58" means that we classify all probability values
greater than 0.58 as “canceled”. We then determine the cancelation hit rate at this cut-off level. The color of each dot indicates the
significance level of the hit rate, with purple dots (“NotSig”) used for hit rates that are not significant.

2.2.Comparing the 4-factor Model to a Benchmark Model
What if we compared our model to one based on the market’s reaction to the announcement
of the deal (a “benchmark” model)?

The benchmark model’ is calculated by:
a) Taking the difference of the target price 1-day after deal announcement and 1-
month before announcement.
b) Calculating the offer spread: offer price minus target price 1-month before
announcement.
c) Dividing (a) by (b). The ratio value is proportional to the market’s confidence in the
deal closing.

® We start at a cut-off point of 0.58 since cut-off values higher than 0.58 did not yield statistically significant hit rates.
” See Appendix C for detailed description.
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The 4-factor model has higher cancelation hit rates than the benchmark model when
both models have hit rates that are significant at the 1% level (p-values are based on
baseline rate of 13%, Figure 4). In addition, the difference in cancelation hit rates
between both models is significant at the 1% level for a subset of probability values (See
Appendix B). Readers using a similar type of benchmark model can improve cancelation
risk prediction by using a model such as the 4-factor model.

Figure 4: Cancelation Hit-Rate Based on Different Cut-off Thresholds
(Target in Russell 3000 Universe): January 2001 — March 2017
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Source: S&P Global Market Intelligence Quantamental Research. Data as at 09/30/2017
Hit rates and significance levels for different cut-off points for the 4-factor model (first panel) and benchmark model (second panel).
For readability reasons, we start at a cut-off point of 0.58. The baseline hit rate used for calculating p-values for both models is 13%.

3. Event Study

We used an event study8 to examine returns to targets and acquirers on announcement and
cancelation dates. For liquidity reasons, we require both targets and acquirers to be
members of the Russell 3000 universe on the announcement date.

All excess or abnormal returns are calculated after controlling for market, value, size and
momentum risk factors. Returns are winsorized to three standard deviations.

3.1. Excess Returns on Announcement Date

Targets typically outperform around deal announcements (Table 3), similar to what has been
documented in the literature. In the pre-announcement window, we report an average
excess return of 0.65% (statistically significant at the 10% level), with a 53% hit rate. The
average excess return to targets two days before and one day after the announcement date

8 An event study is used to measure the immediate impact of an event on the value of a firm. See Appendix D for
methodology used.
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is 7.79% with a hit rate of 84%, both significant at the 1% level. The return magnitude is
much smaller for acquirers, with the only significant return one day after event date (-0.26%).

Table 3: Canceled Deals: Excess Returns to Targets & Acquirers on Announcement
Dates (January 2001 — March 2017)

Excess Returns to Targets & Acquirers on Anouncement Date

Target in Russell 3000 Acquirer in Russell 3000
Event Window Average | Hit Rate| Count | Average | Hit Rate | Count
Pre-Announcement Window (t-7,t-2) ]0.65%* 53% 314 ]0.13% 49% 824
2 Days Before to 1 Day After Event
Day (t-2,t+1) 7.79%**| 84%***| 314 |]-0.30% 47%*| 824
Event Day Return (t-1,t0) 3.98%***| 78%***[ 314 [-0.09% 49% 824
1 Day Forward Return (t+0,t+1) 1.33%***| 57%** 314 |-0.26%** 47%*| 824

**x statistically significant at 1% level; ** statistically significant at 5% level; * statistically significant at 10% level.
Source: S&P Global Market Intelligence Quantamental Research. For all exhibits, all returns and indices are unmanaged, statistical composites and their
returns do not include payment of any sales charges or fees an investor would pay to purchase the securities they represent. Such costs would lower
performance. It is not possible to invest directly in an index. Past performance is not a guarantee of future results. Data as at 09/30/2017.

3.2 Excess Returns on Canceled Date

The average excess returns and hit rates to targets are negative and statistically significant
for all short-term return horizons (Table 4). Bid announcement returns over the [t-2, t+1]
window (7.79%) are only partially reversed at termination date (-3.35%). The initial offer by
the acquirer can provide additional information to investors about the value of the target.
This may be reinforced if the target rejects the initial offer (or provides a counter offer) as a
tactic to encourage a higher revised offer or bids from other suitors.

Table 4: Canceled Deals: Excess Returns to Targets & Acquirers on Canceled Dates
(January 2001 — March 2017)
Excess Returns to Targets & Acquirers on Cancelled Date
Target in Russell 3000 Acquirer in Russell 3000

Event Window Average |HitRate| Count | Average | Hit Rate| Count

Pre-Announcement Window (t-7,t-2) | -1.30%*** | 37%***| 257 -0.15%| 49% 793
2 Days Before to 1 Day After Event

Day (t-2,t+1) -3.35%*** | 38%0*** 257 0.15%| 51% 793
Event Day Return (t-1,t0) -1.31%*** | 42%0*** 257 0.02%| 52% 793
1 Day Forward Return (t+0,t+1) -1.30%*** | 41%*** 257 0.04%| 50% 793
1-month Forward Return -1.72%* | 46% 239 0.01%| 47%* 791
3-months Forward Return -2.48%* 44% 235 -0.22%| 46%** 783
6-months Forward Return 0.33% 50% 230 -0.86%)| 47%* 775

*** statistically significant at 1% level; ** statistically significant at 5% level; * statistically significant at 10% level.

Source: S&P Global Market Intelligence Quantamental Research. For all exhibits, all returns and indices are unmanaged, statistical
composites and their returns do not include payment of any sales charges or fees an investor would pay to purchase the securities
they represent. Such costs would lower performance. It is not possible to invest directly in an index. Past performance is not a
guarantee of future results. Data as at 09/30/2017.

For targets, results over the long-term return horizon indicate that most of the price impact
occurs around cancelation date, as the average excess returns over the 1-3 month window
is only significant at the 10% level. Acquirers do not benefit from terminated deals as the
excess returns to bidders around and subsequent to termination date are not significant.
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4. Data

This research leverages S&P Global Transactions M&A package and S&P Global
Professionals package. The M&A Transactions package provides detailed data for merger
and acquisition transactions. Coverage is global and includes specifics such as deal status,
features, advisers, conditions, buyer, seller, target information as well as complete
consideration history and amounts. Data is available for the U.S from 1998 and for Australia,
Europe, the Middle East and Africa from 2001. Coverage for both Asia and Latin America
starts in 2006.

The Professionals package profiles professionals with current and prior company/board
affiliations. Data includes biographies, job functions, titles, education, and dates of birth. This
was the source of the title, age and company for CEOs used in our analysis.

5. Conclusion

Predicting deals that are likely to be canceled is of interest to both M&A advisers and equity
investors. Our research shows that factors that increase the probability of deal cancelation
include size, deal proportionality, perceived price discount, CEO age and regulatory risk.

The hit rate for a group of deals classified as “high termination risk” by our 4-factor model is
26%, twice the hit-rate of random chance. The 4-factor model also has higher cancelation
hit rates than a market-based benchmark model, with the difference in hit rate between both
models statistically significant at the 1% level (for a subset of probability cut-off values).

Our event study confirms the return pattern to both targets and acquirers documented by
academia. The short term impact to targets following deal cancelation is negative (-3.35%),
although the long-term impact is muted. Equity investors should consider this price impact
and the probability of the deal going through, if they currently hold, or plan on adding a stock
that has been targeted for acquisition to their portfolio.
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Appendix A (List of Factors Tested)

Candidate Predictor Mnemonic Type

Year on Year Sales Growth yoyGrwSales Fundamental

Return on Assets (Net Income / Total Assets) ROA Fundamental

Earnings Yield (Earnings per Share / Stock Price) earnYield Fundamental

Book Leverage (Assets / Equity) bookLev Fundamental

Log of Total Assets logTotalAssets Size

Log of Market Cap logMarketCap Size

Log of Revenue logRevenue Size

Target's Market Cap / Acquirer's Market Cap tgtAcqgMktCap Deal Proportionality
Transaction Size (Announced Deal Size / Market Cap of Acquirer) transactionSize Deal Proportionality
Perceived Price Discount priceTo52WHigh Technical / Price Trend
12-month Price Momentum priceMOM Technical / Price Trend
2-month Price Change shortTermMom Technical / Price Trend
Target & Acquirer in same sector (Binary Indicator) tgtAcgSect Regulatory Risk
Target & Acquirer in same sub-industry (Binary Indicator) tgtAcqSubind Regulatory Risk

Sum of Target & Acquirer Market Cap Divided by Sector Market Cap mktCapTgtAcqToSect Regulatory Risk

Sum of Target & Acquirer Market Cap Divided by Sub-Industry Market Cap  [mktCapTgtAcqToSubind Regulatory Risk

Sum of Target & Acquirer Total Asset Divided by Sector Total Asset assetsTgtAcqToSect Regulatory Risk

Sum of Target & Acquirer Total Asset Divided by Sub-Industry Total Asset  [assetsTgtAcqToSubind Regulatory Risk

Both Acquirer & Target in Highly Regulated Industry (Binary Indicator) regintensity_both Regulatory Risk
Acquirer in Highly Regulated Industry (Binary Indicator) regintensity_acq Regulatory Risk
Target in Highly Regulated Industry (Binary Indicator) regintensity_tgt Regulatory Risk

30-Day Bid Premium (Based on Target's Price 30 days Prior to Event Date)

bidPremium30Days

Deal Characteristics

7-Day Bid Premium (Based on Target's Price 7 Days Prior to Event Date)

bidPremium7Days

Deal Characteristics

Trading Premium (Offer Price - Trading Price 1-Day After Announcement /
Trading Price 1-Day After Announcement)

tradePremium

Deal Characteristics

All Stock Deal (Binary Indicator for all Stock Deal) allStock Deal Characteristics
All Cash Deal (Binary Indicator for all Cash Deal) allCash Deal Characteristics
Percentage Cash percentCash Deal Characteristics
Deal Approach (solicited vs unsolicited) dealAppr Deal Characteristics
Deal Attitude (hostile vs friendly) dealAtt Deal Characteristics
CEO Age - Binary Indicator (Male CEOs less than 50 years old) CEOage Executive Characteristic
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Appendix B

The figure below shows the p-values of the 4-factor model's cancelation hit rate, using the
hit-rate of the benchmark model as the baseline for calculating p-values. The y-axis is the
difference in cancelation hit rate between the 4-factor and benchmark model (positive values
indicate 4-factor model has a higher cancelation hit rate).

Difference between 4-factor and benchmark model cancelation hit rates
(Target in Russell 3000 Universe): January 2001 — March 2017
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Mathematically, the values of the benchmark model are derived as follows:
Benchmark model cancelation probability = 1 — implied market closing probability
Where,

Implied market closing probability = Portion of offer spread realized / Offer spread

Portion of offer spread realized = target’s stock price 1 day after announcement — target’s
stock price 1-month prior to announcement

Offer spread = offer price — target’s stock price 1-month prior to announcement
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The following steps describe the process:

1.

Calculate the offer spread as the difference between the offer price and the target's
stock price 1-month prior to deal announcement.

Calculate the portion of the offer spread realized as the target’s price 1 day after
deal announcement minus the target's stock price 1-month prior to deal
announcement.

Divide step 1 by step 2

If either step 1 or step 2 yields a negative value, the benchmark probability score for
that deal is 0. There is a high probability of the deal not closing since either the offer
price is below the stock’s price 1-month ago (step 1) or the target’s stock price 1 day
after deal announcement is below its trading price 1-month ago (step 2).

If step 4 yields a value larger than 1, cap it at 1. A value larger than 1 indicates that
the stock is trading above its offer price.

To make the probability values in step similar in direction to the model, transform the
score in step 5 by taking the difference between 1 and the output of step 5.

Appendix D (Event Study)

Since the intent is to examine price action around announcement and cancelation dates, we
applied the following filters to remove the impact of confounding events®:

Exclude observations where the canceled date of a transaction lies between the
announced and closed date of another successful bid.

For ex-post returns (returns after the canceled date), exclude a target if the target is
the subject of another bid during the return calculation window.

® Our results are qualitatively similar if we do not apply both filters.
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The Art of the (no) Deal: Identifying Which M&A Deals are Unlikely to Close

Our Recent Research

January 2018:; U.S Stock Selection Model Performance Review

Starting with the U.S. Election in November 2016, the S&P 500 Index has registered 14
consecutive months of positive returns. Only once has the S&P 500 had a longer run of

positive returns since 1959. Coincident with strong equity returns, U.S. stocks began to trade
on the basis of their own idiosyncratic factors, as opposed to sector or common factor risk.

All 4 of our U.S strategy models returned positive long-only returns in 2017. This report
reviews the performance of all 4 models during the year.

September 2017: Natural Language Processing - Part I: Primer

Given the growing interest in NLP among investors, we are publishing this primer to
demystify many aspects of NLP and provide three illustrations, with accompanying Python
code, of how NLP can be used to quantify the sentiment of earnings calls. The paper is laid
out into four sections:

e What is NLP: We demystify common NLP terms and provide an overview of
general steps in NLP.

e Why is NLP Important: Forty zettabytes (10721 bytes) of data are projected to be
on the internet by 2020, out of which more than eighty percent of the data are
unstructured in nature, requiring NLP to process and understand

e How can NLP help me: We derive insights from earnings call transcripts measuring
industry-level trends or language complexity.

e Where do | start: Code for each use is enclosed, enabling users to replicate the
sentiment analysis

July 2017: Natural Language Processing Literature Survey

In client conversations, Natural Language Processing (NLP) and the analysis of unstructured
data is a topic of regular conversation. S&P Global Market Intelligence offers several
unstructured datasets garnering market attention. The first is earnings call transcripts, with
unique speaker id’s to identify who is speaking on the call. The second data set is the text
content in the 10-K. In advance of a publication of Quantamental primer on NLP next month
which will take readers through the process of handling unstructured data and generating
sentiment scores, we offer this literature survey. What follows are ten papers that the team
has identified as being of particular interest to investors on this topic.

June 2017: Research Brief: Four Important Things to Know About Banks in a Rising
Rate Environment

With the Fed signaling further rate hikes ahead, bank investors may want to know which
investment strategies have worked best in a rising rate environment historically. This paper
leverages our empirical work on the SNL Bank fundamental data to aid investors in selecting
bank stocks as rates rise.

April 2017: Banking on Alpha: Uncovering Investing Signals Using SNL Bank Data

This study leverages S&P Global Market Intelligence’s SNL Financial data to answer three
guestions of importance to bank investors: 1. Which widely-used investment strategies have
historically been profitable? 2. Which lesser-known strategies deserve wider attention? 3.
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https://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-NLP-Primer-170906.pdf?mkt_tok=eyJpIjoiTURnNE9UazVOVE5oWXpGaSIsInQiOiJaOUFoeVUxYjkzbkFEXC9Ed01JdDMzNHhDcXZvbzNnRitZYm5DS1wvUkpYR3J4bEt2S0FsXC9jdnRNNTU3SmxCSzJEaHhNQXhyRVAxMmhldzY2bHp2UXJyR1E3NCtkMHZFRGhiM3U5QUJiSTZ6d1JUdlBTRmduUWFzZmlqY09xSUdvaCJ9
http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-NLPLitSurvey-170725.pdf?mkt_tok=eyJpIjoiWlRoa016WmlZVEZpT1RRMyIsInQiOiJ2bklHRUptZFwvMFlDQ3duK3c3VGRPbklqMEpZM3dJVlhEb29GWng0bnlHRVFMbWVBdUlLV1VUQ2R4dW4xaExIYlRkRkVvbXBNT0tHRmFyRHY5V0R1a3VxZUNybkRzYjd5eXNPVzh0bVFLOEhhTndTTzJOY2JrTm5LY2NIWFlwXC9qIn0%3D
http://204.8.132.180/documents/our-thinking/research-reports/MI-Research-BanksRisingRateEnviro-170629.pdf
http://204.8.132.180/documents/our-thinking/research-reports/MI-Research-BanksRisingRateEnviro-170629.pdf
https://marketintelligence.spglobal.com/documents/our-thinking/research-reports/Banking%20on%20Alpha.pdf

The Art of the (no) Deal: Identifying Which M&A Deals are Unlikely to Close

How do these strategies perform across varying macro environments: rising vs. falling
interest rates and above- vs. below-average financial stress?

March 2017: Capital Market Implications of Spinoffs

Spinoff activities have picked up in recent years. In 2015, more than $250 billion worth of
spinoff transactions were closed globally - the highest level in the last 20 years. This report
analyzes the short- and long-term performance of spun-off entities and their parent
companies in the U.S. and international markets. We also examine a related but distinct
corporate restructuring activity — equity carve-outs, which separate a subsidiary through a
public offering.

January 2017: U.S. Stock Selection Model Performance Review 2016

November 2016: Electrify Stock Returns in U.S. Utilities

October 2016: A Leaque of their Own: Batting for Returns in the REIT Industry - Part 2

September 2016: A League of their Own: Batting for Returns in the REIT Industry -
Part 1

August 2016: Mergers & Acqguisitions: The Good, the Bad and the Ugly (and how to
tell them apart)

July 2016: Preparing for a Slide in Qil Prices -- History May Be Your Guide

June 2016: Social Media and Stock Returns: Is There Value in Cyberspace?

April 2016: An IQ Test for the “Smart Money” — Is the Reputation of Institutional
Investors Warranted?

March 2016: Stock-Level Liguidity — Alpha or Risk? - Stocks with Rising Liquidity
Qutperform Globally

February 2016: U.S. Stock Selection Model Performance Review - The most effective
investment strategies in 2015

January 2016: What Does Earnings Guidance Tell Us? — Listen When Management
Announces Good News

December 2015: Equity Market Pulse — Quarterly Equity Market Insights Issue 6

November 2015: Late to File - The Costs of Delayed 10-Q and 10-K Company Filings

October 2015: Global Country Allocation Strateqgies

September 2015: Equity Market Pulse — Quarterly Equity Market Insights Issue 5
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http://images.info.standardandpoors.com/Web/StandardandPoors/%7Bdef26d23-0981-4502-8ce8-08aac8c9c2be%7D_SP_Global_Market_Intelligence_-_MandA_-_08_2016.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7Bdef26d23-0981-4502-8ce8-08aac8c9c2be%7D_SP_Global_Market_Intelligence_-_MandA_-_08_2016.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7B85f507f9-c383-40de-a3e8-457628bfe645%7D_SP_Global_Market_Intelligence_-_Oil_Brief_-_07_2016.pdf?utm_medium=Email&utm_source=Eloqua
http://www.spcapitaliq.com/documents/our-thinking/research/SP-Global-Market-Intelligence-Social-Media-Review-June-2016.pdf
http://www.spcapitaliq.com/documents/our-thinking/research/SP%20Global%20Market%20Intelligence%20-%20An%20IQ%20Test%20for%20the%20Smart%20Money%20-%20April%202016%20-%20New.pdf
http://www.spcapitaliq.com/documents/our-thinking/research/SP%20Global%20Market%20Intelligence%20-%20An%20IQ%20Test%20for%20the%20Smart%20Money%20-%20April%202016%20-%20New.pdf
http://app.info.standardandpoors.com/e/er?utm_medium=Email&utm_source=Eloqua&s=795&lid=98975&elqTrackId=C162E1B294B2B6219632283AF8787169&elq=e7073d4a807148eba93d6c9043929523&elqaid=101106&elqat=1
http://app.info.standardandpoors.com/e/er?utm_medium=Email&utm_source=Eloqua&s=795&lid=98975&elqTrackId=C162E1B294B2B6219632283AF8787169&elq=e7073d4a807148eba93d6c9043929523&elqaid=101106&elqat=1
http://images.info.standardandpoors.com/Web/StandardandPoors/%7Bd8d99d49-6814-435f-b64a-91c4eaa784bf%7D_SP_Capital_IQ_Quantamental_Research_-_2015_Model_Review_-_Feb_2016.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7Bd8d99d49-6814-435f-b64a-91c4eaa784bf%7D_SP_Capital_IQ_Quantamental_Research_-_2015_Model_Review_-_Feb_2016.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7B70b7e578-f2d4-4083-8e2b-2745ad77e150%7D_SP_Capital_IQ_Quantamental_Research_-_Guidance_-_Jan_2016.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7B70b7e578-f2d4-4083-8e2b-2745ad77e150%7D_SP_Capital_IQ_Quantamental_Research_-_Guidance_-_Jan_2016.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7B49bf40df-c397-4afb-aec9-89a5551c4f30%7D_SP_Capital_IQ_Equity_Market_Pulse_4Q2015_Issue6_Dec15.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7B68b46faf-0ea5-425e-baae-83469a741d62%7D_SP_Capital_IQ_Quantamental_Research_-_Late_Filers_-_11_2015.pdf?utm_medium=Email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7B7cfc390e-618b-47db-a12d-3067aaa78ff9%7D_SP_Capital_IQ_Quantamental_Research_-_Global_Country_Allocation_Strategies_-_October2015.pdf?utm_campaign=AMER_SPCIQ_Research_15OCT_IM_QRAssetAllocInternal_Email&utm_medium=email&utm_source=Eloqua
http://images.info.standardandpoors.com/Web/StandardandPoors/%7Bd901fbf8-44a5-4fbb-8e89-af631ac3b95c%7D_SP_Capital_IQ_Equity_Market_Pulse_3Q2015_Issue5_0915.pdf?utm_campaign=AMER_SPCIQ_Content_15SEP_IM_EMPQ3_Internal&utm_medium=email&utm_source=Eloqua

The Art of the (no) Deal: Identifying Which M&A Deals are Unlikely to Close

September 2015: Research Brief: Building Smart Beta Portfolios

September 2015: Research Brief — Airline Industry Factors

August 2015: Point-In-Time vs. Lagged Fundamentals — This time i(t')s different?

August 2015: Introducing S&P Capital 1Q Stock Selection Model for the Japanese
Market

July 2015: Research Brief — Liquidity Fragility

June 2015: Equity Market Pulse — Quarterly Equity Market Insights Issue 4

May 2015: Investing in a World with Increasing Investor Activism

April 2015: Drilling for Alpha in the Oil and Gas Industry — Insights from Industry
Specific Data & Company Financials

March 2015: Equity Market Pulse — Quarterly Equity Market Insights Issue 3

February 2015: U.S. Stock Selection Model Performance Review - The most effective
investment strategies in 2014

January 2015: Research Brief: Global Pension Plans - Are Fully Funded Plans a Relic
of the Past?

January 2015: Profitability: Growth-Like Strategy, Value-Like Returns - Profiting from
Companies with Large Economic Moats

November 2014: Equity Market Pulse — Quarterly Equity Market Insights Issue 2

October 2014: Lenders Lead, Owners Follow - The Relationship between Credit
Indicators and Equity Returns

August 2014: Equity Market Pulse — Quarterly Equity Market Insights Issue 1

July 2014: Factor Insight: Reducing the Downside of a Trend Following Strateqy

May 2014: Introducing S&P Capital 1Q's Fundamental China A-Share Equity Risk
Model

April 2014: Riding the Coattails of Activist Investors Yields Short and Long Term
Outperformance

March 2014: Insights from Academic Literature: Corporate Character, Trading
Insights, & New Data Sources
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http://images.info.standardandpoors.com/Web/StandardandPoors/%7B7754bce2-d2b3-4754-894b-e411141b9b1c%7D_SP_Capital_IQ_Quantamental_Research_-_Lenders_Lead_-_October_2014.pdf
http://images.info.standardandpoors.com/Web/StandardandPoors/%7B7754bce2-d2b3-4754-894b-e411141b9b1c%7D_SP_Capital_IQ_Quantamental_Research_-_Lenders_Lead_-_October_2014.pdf
http://images.info.standardandpoors.com/Web/StandardandPoors/%7Bf41ef220-446c-4528-afda-58b8fff64282%7D_S_P_Capital_IQ_Equity_Market_Pulse_Issue_1_Q32014.pdf
http://img.en25.com/Web/StandardandPoors/S%26P%20Capital%20IQ%20Capital%20IQ_Alpha%20Momentum_July%202014_3826.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research_China%20Risk%20Model_May%202014.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research_China%20Risk%20Model_May%202014.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research_Activism%20II_April%202014_3805.pdf
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The Art of the (no) Deal: Identifying Which M&A Deals are Unlikely to Close

February 2014: Obtaining an Edge in Emerging Markets

February 2014: U.S Stock Selection Model Performance Review

January 2014: Buying Outperformance: Do share repurchase announcements lead to
higher returns?

October 2013: Informative Insider Trading - The Hidden Profits in Corporate Insider
Filings

September 2013: Beggar Thy Neighbor — Research Brief: Exploring Pension Plans

August 2013: Introducing S&P Capital 1Q Global Stock Selection Models for
Developed Markets: The Foundations of Qutperformance

July 2013: Inspirational Papers on Innovative Topics: Asset Allocation, Insider
Trading & Event Studies

June 2013: Supply Chain Interactions Part 2: Companies — Connected Company
Returns Examined as Event Signals

June 2013: Behind the Asset Growth Anomaly — Over-promising but Under-delivering

April 2013: Complicated Firms Made Easy - Using Industry Pure-Plays to Forecast
Conglomerate Returns.

March 2013: Risk Models That Work When You Need Them - Short Term Risk Model
Enhancements

March 2013: Follow the Smart Money - Riding the Coattails of Activist Investors

February 2013: Stock Selection Model Performance Review: Assessing the Drivers of
Performance in 2012

January 2013: Research Brief: Exploiting the January Effect Examining Variations in
Trend Following Strategies

December 2012: Do CEO and CFO Departures Matter? - The Signal Content of CEO
and CFO Turnover

November 2012: 11 Industries, 70 Alpha Signals -The Value of Industry-Specific
Metrics

October 2012: Introducing S&P Capital 1Q's Fundamental Canada Equity Risk Models

September 2012: Factor Insight: Earnings Announcement Return —Is A Return Based
Surprise Superior to an Earnings Based Surprise?
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http://img.en25.com/Web/StandardandPoors/Complicated%20Firms%20Paper_4767.pdf
http://img.en25.com/Web/StandardandPoors/Complicated%20Firms%20Paper_4767.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research_Short%20Term%20Risk%20Model%20Enhancements_Mar%202013_5773.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research_Short%20Term%20Risk%20Model%20Enhancements_Mar%202013_5773.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Activism%20-%20March%202013_3433.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Model%20Review%202012%20-%20January%202013_2771.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Model%20Review%202012%20-%20January%202013_2771.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20Brief_January%20Effect_January%202013_6092.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20Brief_January%20Effect_January%202013_6092.pdf
http://img.en25.com/Web/StandardandPoors/SP_Capital_IQ_Quant_Research_-_CEO_CFO_-_Dec_2012_1143.pdf
http://img.en25.com/Web/StandardandPoors/SP_Capital_IQ_Quant_Research_-_CEO_CFO_-_Dec_2012_1143.pdf
http://img.en25.com/Web/StandardandPoors/SP_Capital_IQ_Quant_Research_Industy-Specific_Factors_Nov_2012_2440.pdf
http://img.en25.com/Web/StandardandPoors/SP_Capital_IQ_Quant_Research_Industy-Specific_Factors_Nov_2012_2440.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Canada%20Risk%20Model%20-%20October%202012_9527.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Earnings%20Announcement%20Return%20-%20September%202012_2735.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Earnings%20Announcement%20Return%20-%20September%202012_2735.pdf
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August 2012: Supply Chain Interactions Part 1: Industries Profiting from Lead-Lag
Industry Relationships

July 2012: Releasing S&P Capital IQ’s Regional and Updated Global & US Equity Risk
Models

June 2012: Riding Industry Momentum — Enhancing the Residual Reversal Factor

May 2012: The Oil & Gas Industry - Drilling for Alpha Using Global Point-in-Time
Industry Data

May 2012: Case Study: S&P Capital IQ — The Platform for Investment Decisions

March 2012: Exploring Alpha from the Securities Lending Market — New Alpha
Stemming from Improved Data

January 2012: S&P Capital 1Q Stock Selection Model Review — Understanding the
Drivers of Performance in 2011

January 2012: Intelligent Estimates — A Superior Model of Earnings Surprise

December 2011: Factor Insight — Residual Reversal

November 2011: Research Brief: Return Correlation and Dispersion — All or Nothing
October 2011: The Banking Industry

September 2011: Methods in Dynamic Weighting

September 2011: Research Brief: Return Correlation and Dispersion

July 2011: Research Brief - A Topical Digest of Investment Strategy Insights

June 2011: A Retail Industry Strateqy: Does Industry Specific Data tell a different
story?

May 2011: Introducing S&P Capital IQ’s Global Fundamental Equity Risk Models

May 2011: Topical Papers That Caught Our Interest

April 2011: Can Dividend Policy Changes Yield Alpha?

April 2011: CQA Spring 2011 Conference Notes

March 2011: How Much Alphais in Preliminary Data?

February 2011: Industry Insights — Biotechnology: FDA Approval Catalyst Strategy

January 2011: US Stock Selection Models Introduction
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http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Supply%20Chain%20-%20August%202012_2984.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Supply%20Chain%20-%20August%202012_2984.pdf
http://img.en25.com/Web/StandardandPoors/SPCapital%20IQ%20Quant%20Research%20-%20Regional%20and%20Updated%20Risk%20Models%20-%20July%202012_5265.pdf
http://img.en25.com/Web/StandardandPoors/SPCapital%20IQ%20Quant%20Research%20-%20Regional%20and%20Updated%20Risk%20Models%20-%20July%202012_5265.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Riding%20Industry%20Momentum.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20The%20Oil%20and%20Gas%20Industry%20-%20May%202012.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20The%20Oil%20and%20Gas%20Industry%20-%20May%202012.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Case%20Study-Apple%201000%20May%202012%20PDF.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Alpha%20in%20the%20Securities%20Lending%20Market_March%2013%202012.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Alpha%20in%20the%20Securities%20Lending%20Market_March%2013%202012.pdf
http://img.en25.com/Web/CapitalIQ/SP%20Capital%20IQ%20Quant%20Research%20-%20Model%20Review%202011%20-%20January%202012.pdf
http://img.en25.com/Web/CapitalIQ/SP%20Capital%20IQ%20Quant%20Research%20-%20Model%20Review%202011%20-%20January%202012.pdf
http://img.en25.com/Web/CapitalIQ/SP%20Capital%20IQ%20Quant%20Research%20-%20Intelligent%20Estimates%20-%20Jan%202012_1744.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20Residual%20Reversal%20Strategies%20-%20November%202011.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20Brief%20-%20All%20or%20Nothing%20-%20November%202011.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20The%20Bank%20Industry%20-%20October%202011.pdf
http://img.en25.com/Web/CapitalIQ/Capital%20IQ%20Quant%20Research%20Methods%20in%20Dynamic%20Weighting%202011-09-21.pdf
http://img.en25.com/Web/CapitalIQ/Capital%20IQ%20Quant%20Research_Return%20Dispersion%20Correlation_September%202011.pdf
http://img.en25.com/Web/CapitalIQ/Capital%20IQ%20Quantitative%20Research%20-%20Research%20Briefs%20-%20July%202011.pdf
http://capitaliqinc.com/brochures/ciq_quantresearch_retailindustry_june11.pdf
http://capitaliqinc.com/brochures/ciq_quantresearch_retailindustry_june11.pdf
http://capitaliqinc.com/brochures/ciq_globalequityriskmodel_0511b.pdf
http://capitaliqinc.com/brochures/ciq_quantresearch_topicalpapers_spring2011_2.pdf
http://www.capitaliqinc.com/brochures/CIQ%20Quant%20Research-Dividend%20Policy%20Change-April%202011.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20CQA%20Spring%20Conference%20Notes%20-%20April%202011.pdf
https://www.capitaliq.com/media/100974-Capital%20IQ%20Quant%20Research-March2011.pdf
http://www.capitaliqinc.com/brochures/capitaliqquant_february2011_biotechstrategy.pdf
https://www.capitaliq.com/media/52121-capital%20iq%20quant%20research%20quant%20research%20us%20model%20introduction_jan%202011.pdf
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January 2011; Variations on Minimum Variance

January 2011: Interesting and Influential Papers We Read in 2010

November 2010: Is your Bank Under Stress? Introducing our Dynamic Bank Model

October 2010: Getting the Most from Point-in-Time Data

October 2010: Another Brick in the Wall: The Historic Failure of Price Momentum

July 2010: Introducing S&P Capital IQ’s Fundamental US Equity Risk Model
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https://www.capitaliq.com/media/100971-Capital%20IQ%20Quant%20Research-January2011_MinVariancePortfolios.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20Interesting%20%26%20Influential%20Papers%20of%202010%20-%20January%202011_5357.pdf
file://///vault/groups/SystematIQ/Articles%20and%20Papers/CIQ%20Quant%20Research%20Articles/Papers/2010%20Research/CIQ%20Quant%20Research%20-%20Dynamic%20Bank%20Model%20-%20Nov%202010.pdf
file://///vault/groups/SystematIQ/Articles%20and%20Papers/CIQ%20Quant%20Research%20Articles/Papers/2010%20Research/CIQ%20Quant%20Research%20-%20Using%20PIT%20Data%20-%202010.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20Price%20Momentums%20Failure%20-%20October%202010_8034.pdf
https://www.capitaliq.com/media/52127-capital%20iq%20quant%20research%20introducing%20our%20equity%20risk%20models_july%202010.pdf
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Copyright © 2018 by S&P Global Market Intelligence, a division of S&P Global Inc. All rights
reserved.

These materials have been prepared solely for information purposes based upon information
generally available to the public and from sources believed to be reliable. No content
(including index data, ratings, credit-related analyses and data, research, model, software or
other application or output therefrom) or any part thereof (Content) may be modified, reverse
engineered, reproduced or distributed in any form by any means, or stored in a database or
retrieval system, without the prior written permission of S&P Global Market Intelligence or its
affiliates (collectively, S&P Global). The Content shall not be used for any unlawful or
unauthorized purposes. S&P Global and any third-party providers, (collectively S&P Global
Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Global Parties are not responsible for any errors or omissions, regardless of
the cause, for the results obtained from the use of the Content. THE CONTENT IS
PROVIDED ON “AS IS’ BASIS. S&P GLOBAL PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE
CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL
OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall
S&P Global Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or
losses (including, without limitation, lost income or lost profits and opportunity costs or
losses caused by negligence) in connection with any use of the Content even if advised of
the possibility of such damages.

S&P Global Market Intelligence’s opinions, quotes and credit-related and other analyses are
statements of opinion as of the date they are expressed and not statements of
fact or recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P Global Market
Intelligence may provide index data. Direct investment in an index is not possible. Exposure
to an asset class represented by an index is available through investable instruments based
on that index. S&P Global Market Intelligence assumes no obligation to update the Content
following publication in any form or format. The Content should not be relied on and is not a
substitute for the skill, judgment and experience of the user, its management, employees,
advisors and/or clients when making investment and other business decisions. S&P Global
Market Intelligence does not act as a fiduciary or an investment advisor except where
registered as such. S&P Global keeps certain activities of its divisions separate from each
other in order to preserve the independence and objectivity of their respective activities. As a
result, certain divisions of S&P Global may have information that is not available to other
S&P Global divisions. S&P Global has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical
process.
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S&P Global may receive compensation for its ratings and certain analyses, normally from
issuers or underwriters of securities or from obligors. S&P Global reserves the right to
disseminate its opinions and analyses. S&P Global's public ratings and analyses are made
available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be
distributed through other means, including via S&P Global publications and third-party
redistributors.  Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.
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