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The Causal Relationship between the Scale of Mergers and Acquisitions
and Economic Growth
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ABSTRACT

The paper employs the method of quantile causality to survey the causal relationship between the scale of
mergers and acquisitions (M&A) and economic growth by the 28-year data of six OECD countries covering the
period of second quarter of 1983 to first quarter of 2010. The study finds that the rate of economic growth
affects M&A activities significantly on some countries, especially on bigger economic entities with more active
M&A activities. And we also found that M&A activities affect the rate of economic growth on part of examined
countries, especially on the condition of smaller economic growth. In addition, we found that there are a variety
of lead-lag relationships between both surveyed variables among examined countries. Therefore, for investors
and officials they should use the method in line with local circumstances if they would use the two variables as
the reference of investment and administration.

Keywords: the scale of mergers and acquisitions, economic growth, quantile causality, OECD countries
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Table 1 Quantile causality test: GDP vs. transaction number of M&A in USA

Ouantile interval Ho:-GDP does not cause TN _ Ho:.TN does not cause GDP _
Lag periods sup Wald test statistics Lag periods sup Wald test statistics
[0.05,0.95] 2 46.419%** 1 16.948***
[0.05, 0.2] 1 12.202%** 1 9.008**
[0.2,0.4] 1 11.264*** 1 0.502
[0.4, 0.6] 1 6.264 1 1.213
[0.6, 0.8] 1 11.178*** 1 3.949
[0.8, 0.95] 2 46.419%** 1 16.948***

Notes: Each interval in the square breaks is quantile interval on which the null hypothesis holds. *, ** and *** denote
significance at 10%, 5% and 1% levels, respectively.

Table 2 Quantile causality test: GDP vs. transaction number of M&A in UK

o Ho: GDP does not cause TN Ho: TN does not cause GDP
Quantile interval - — - —
Lag periods sup Wald test statistics Lag periods sup Wald test statistics

[0.05,0.95] 1 5.158 1 27.183***
[0.05, 0.2] 1 5.321 4 18.550**
[0.2,0.4] 1 0.159 1 10.272**
[0.4, 0.6] 1 0.258 1 3.6761
[0.6, 0.8] 1 2.112 3 14.468**
[0.8, 0.95] 1 4.622 1 1.539

Notes: Each interval in the square breaks is quantile interval on which the null hypothesis holds. *, ** and *** denote
significance at 10%, 5% and 1% levels, respectively.

Table 3 Quantile causality test: GDP vs. transaction number of M&A in Australia

o Ho: GDP does not cause TN Ho: TN does not cause GDP
Quantile interval - — - —
Lag periods sup Wald test statistics Lag periods sup Wald test statistics

[0.05,0.95] 1 5.435 1 1.925
[0.05,0.2] 1 1.273 1 0.482
[0.2,0.4] 1 0.300 1 0.680
[0.4, 0.6] 1 0.845 2 8.663*
[0.6,0.8] 1 0.860 1 0.648
[0.8,0.95] 1 5.483 1 1.676

Notes: Each interval in the square breaks is quantile interval on which the null hypothesis holds. *, ** and *** denote
significance at 10%, 5% and 1% levels, respectively.
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Table 4 Quantile causality test: GDP vs. transaction number of M&A in Germany

Ouantile interval Ho:-GDP does not cause TN _ Ho:.TN does not cause GDP _
Lag periods sup Wald test statistics Lag periods sup Wald test statistics
[0.05,0.95] 3 18.325** 1 5.158
[0.05, 0.2] 1 0.353 1 2.095
[0.2,0.4] 1 0.819 1 2.177
[0.4, 0.6] 1 0.619 1 1.921
[0.6, 0.8] 1 0.162 1 4557
[0.8, 0.95] 3 18.610*** 1 5.158

Notes: Each interval in the square breaks is quantile interval on which the null hypothesis holds. *, ** and *** denote
significance at 10%, 5% and 1% levels, respectively.

Table 5 Quantile causality test: GDP vs. transaction number of M&A in Canada

o Ho: GDP does not cause TN Ho: TN does not cause GDP
Quantile interval - — - —
Lag periods sup Wald test statistics Lag periods sup Wald test statistics

[0.05,0.95] 1 3.733 2 26.503***

[0.05, 0.2] 1 3.733 2 26.503***
[0.2,0.4] 1 0.641 1 1.140
[0.4, 0.6] 1 0.082 1 0.864
[0.6, 0.8] 1 0.612 1 0.388
[0.8, 0.95] 1 0.975 1 0.830

Notes: Each interval in the square breaks is quantile interval on which the null hypothesis holds. *, ** and *** denote
significance at 10%, 5% and 1% levels, respectively.

Table 6 Quantile causality test: GDP vs. transaction number of M&A in Japan

Ouantile interval Ho: GDP does not cause TN Ho: TN does not cause GDP
Lag periods sup Wald test Lag periods sup Wald test

[0.05,0.95] 1 14.725%** 5 27.368***
[0.05, 0.2] 1 2.324 5 28.025***
[0.2,0.4] 1 0.931 1 2.280
[0.4, 0.6] 1 2.832 1 2.199
[0.6, 0.8] 1 6.443* 1 1.594
[0.8,0.95] 1 15.050*** 1 3.859

Notes: Each interval in the square breaks is quantile interval on which the null hypothesis holds. *, ** and *** denote
significance at 10%, 5% and 1% levels, respectively.
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Table 7 Results of quantile causality test in 6 developed countries.

Quantile interval

Ho: GDP does not cause TN

USA UK Australia Germany Canada Japan
[0.05, 0.95] el ** e
[0.05, 0.2] bl
[0.2,0.4] xx*
[0.4,0.6]
[0.6,0.8] ok *
[0.8,0.95] falakel falel Fx
o Ho: TN does not cause GDP
Quantile fnterval USA UK Australia Germany Canada Japan
[0.05, 0.95] Frk Frk falell falakel
[0.05,0.2] ** ** xxx xx*
[0.2,0.4] **
[0.4, 0.6] *
[0.6,0.8] *x
[0.8,0.95] xxx

Notes: Each interval in the square breaks is quantile interval on which the null hypothesis holds. *,** and
*** denote significance at 10%, 5% and 1% levels, respectively.
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