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Corporate Multinationality and Acquirer Returns

{£4& : Henry Agyei - Boapeah | Samuel Fosu | Collins G. Ntim
kA iE]: 2018598 7H

DOI: https://doi.org/10.1111/abac.12145

D5 : 576-599

HE:

We demonstrate that when the variables comprising a firm's investment oppor-
tunity set depend on their past values then the present value of the cash flows
the firm expects to earn will be stated in terms of the levels and the momentum
of the affected variables. It is also shown that the market value of a firm's equity
is comprised of the present value of the cash flows it expects to earn from oper-
ating under its existing investment opportunity set plus the value of the real
options the firm possesses to modify or even completely change its existing
investment opportunity set. Our empirical analysis, based on both Chinese and
US data, shows that earnings momentum and the adaptation and growth
options typically available to firms all appear to have a significant impact on

equity prices.
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