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RN mE HARAAFTAXIIEI LA OE  PHARS
BTk TIHAEHE - NYRBMEEUREEBRERAL - WRALARELE
ZHBEBBENIZIRAALATRAWAE - THABEERZENFEERAA
FBROESHE 2 AEAEHB BTIFAE - NR|BFIERE - WBE—8B
RBANGHNTBRHEREUBEREAZEENGRBEAELRRTAHRLAEX
BAEGHRE - FHRERAEZEAYN  WBAIRMEBELAHFAARAEXX
yEE > WREABRKEERKFEEIRLE  EHBEUARERANT X2k T
WA ZBRE > BURAENZHBRBEREAUBLAIBRRZITEREAEL
FEF IR EFREB A ETHE - RER S ZGmET » BRELIZHE
BFHRRERZZBTHE - - BhEEFEIEZTESL BELARBELIHE
BHEANFBEEFZHBBREIRREFZEETHZRE - 5 —F @ WHELS
BEUBERQNGZIATEMNXAAERS  WBAIZIRE - KB AXER
BREIABTLEIAIEHESEES HBELENERBESHARNAZIT AL
WA HABENIRENARAE  BAENI KL A RRUGHBEAER
Bz AMAG DRKBAATHREZHOREBIERNNEZZENRE -

M - DEMBMTR - BELATHE - HEEH - BB ER

T BT EARSEERSERATHE,
R EREERR - AEFLATIE -
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1960 4EfLHHALIRT - BB 3 2 EE HHE (friendly acquisitions) KERZEER
FHfS BEE T DIBSRAY | (exchange-of-stock) A NAGER @ TEFLE FE R (proxy
fight) Bl i 55 i ] £ % (hostile takeover)d{# FHRYFELRER - A » 7 1960 FAL
HHA - 1348 A 3 (corporate raiders)BHIAIREUT FHIBYRIGEFER - Bt &
AERE—BREEENRPELEFEY — RMERELARN—DEREA
B EEIER - BraEkEils BEATEFEEEEEE R E - fEER
R - EAEA TS B R E AT LSRN R IR EUE & SRS LUR R AR BT
B - BEREMNGEER  BEAACEERERREELEFERE -

AN B2 42 A S E7E B /A TR (B HS HE (anti-takeover measures):Z il
SASEER s - BIE (SR T lE BT AIE - [l - REERAEDEASFE
BREEM R - B0 - BEATRBE R ES20 - HERATREEREIRE R
AEETS27 WHE - HERERERES - I SABMEEETTELH
o H A TR A B IR - HALFT AR 2R HE A BRI A (institutional
investors) B K BN EE - TR AE BIRGES T HOE R A — USRS HFIE -
A EEEA ST ENKETE > BEATWEERBESERENME - HIR
AR EREETREEREEA TR TER  EEEARNEEEEARE
& S A A LB R B B AR E S - EEEVHEEAANTERETAT
1 K EEEE T 1968 4£5EE Williams X - EEEEEMEITEEH
H © V) HIE A B H E (tender offer) AT » IR QEEEKBATREES
BRHENER - 240 BEEEEATWEEREENBERE TR
DABS e (8 - st RERS B TEBEEMENISK - BEARNKRRER
EEFESMNINGHENER - S TUBSABRENENEN -

Williams 2 ZE$ S/ TIER FIUMERE © (1)7E 10 HA - BEEAFRAR
HE BT R R EREE D SREECER (2) KBARLANH
H R BEHE & 5KIE: Q) ir BIEA TR E A 20 BT DI R E e
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JRENEDH 20 HERREABIBURBIRR  (OMEBIEAFTIEE 20 HE9ARIK
BRI ] PO SR o IO BT RO o G 9 G T oL R v S B e v ) 4
% - B BRI B NFER RIS A T e B A RSB 8507 O
B H A BB R N L2 N EHIER - 48 Willams H2 251 0 ARAEIEE
ERA TR AR BEREEATIIER S0%HIRHES % - BE
Big BREAEREEEERCBE - IWEREST BEATE SRR
SEEDHT - AL T EL A (A Y B - (white knights)IEHHIHEE - MEBEZE .
N ERI I R BESE I = (A%

KBRS N E BB EEL R E N E RN 5% &
LR SR A B R R RIRERA - HEIT 1970 ERBE - I
S N BARE AR E S (BN RIS - DR RC B T aES - 7
1979 & » MITE 0F] ( —RER LMNOATE) B—FREEFFEEINAR L
Y Chicago Rivet & Machine 7\ B HETTRE! FB% » Chicago Rivet ZRFHFHIZEMN
ESRFIREC R - FREH S ERREIEZ R - ZBSEERAES
FRETERERR - BB EBRTEE 2T - BE 21TA BEFFIEE N
HEEM - FHEEMNIATREERENNBERLETE -

RFFE N R E MR N E— A HBES T8 SN E SR
RENEERERAERZ MR R ZE © THE 1987 4 » M ikl So i IS i B i s I )
HIEEE L HEMESE « FrAR » ENEE LR MR 221 5L i T #2418 #E | (control shares)
EER THEATIRE N 200 IGRE | EEAHE  EIRE A T
HIRHE o WF 0 35 e R BETE 2 B FERA {2 % B (disinterested shareholders)if;
HERTEERT - TATEE " IR IREE | 28 THELRITHAER - FEATIRER
B DI ARZRGA L - ZEERR FRSEEHRE S 5 H1E 8
BERARALE 50 HABMRRAE LIREZIEHRER S HIRTT AR - €]
FEHNMNEERELTEEBAERG 8 TEERBHIEERE T HESMW
1T8) - RGN R ELAEI N —8% > BRI ELN ( KER AR BRI B8 A M
i) BkEE T —EHEUEE -
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SEIEH N 2R B (R E A TR SRR B B 5N R AR EE A K RIRER]
s SEREE T IRHIS M AR (golden parachutes).Z (£ - BB HRAIAET
£ H > DRSS S o BREREEAE EICRERIGHRE
HE - B BN RN ERSEN - Wit > A58 SRR T AT H A
MR - {2+ 2 IBM SEMATKRT Lotusl00%HIRE K - BLIREEREE
Lotus & - !

=~ DEMBEIREIHN

Hzh b GO E - KORA T RERTH BERARINFESN - #
LS EE R R A BN EEAR ? 5—HH  BEARAKEREERE
T A O A E T AN EEEEH S A TR E - SORE HAMHEE
M 2 R 0 MR T AR ENEFHERERE -

(—) HBENZPE

RIS AR TS S - ANETEAETHRTEEEAT | RS
Bk TTREEE - NEEER R EE R A - K EATSEE
o N R4 EIEE (B {E - EBITDA - EPS » LR ERASRES T RNHEIE -
TAETANTHMELR - i@ TR AAETERE  AREFELAEE
s . EHEC % BEATAEE—REEWEILLER  MEREEEELH
HBEES Y —84  Hit - BB ST E - BT ES
FeEIE A AERE - 5 - NS EEATEERRS DKCE - TIEE R
A B IR I EETES T B E R B A AR RREETTIIME -

1. Jb’rﬁﬁ:&ﬁﬁ% ;% (discounted cash flow, DCF method)
EATHEEFRANERECEZCTE  FEMEREER @ EfSRSR

! E%Z}'% E. F. Brigham & J. F. Houston, Fundamentals of Financial Management, Chapter 21, ninth
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BREFHEE (HESHAR) -

(1) #4E B4 72 % (pro forma cash flow statements) : |
7E DCF ¥ T » BRSO H R REREEAERHBTETREE
W) TAE - TERRRY B 754 B (financial mergen)Z 356 » RIR A TEMIR "R358
B4 LB ZIERSHESNEEARNEABEHRE  €EEHfE
(operating mergen)Z B MF AT S ENES » FEEARKREHETEZ
L3St i

THRE A A7 UKHAT) BERKTSE B A7 (HEAT) MHEN
2 BRELEURSENHSRESER 100RERR  FrE (HHEEIE
2 TSR B D R - BT B ARZ BEILRE 50% - EH i -
A ATUTHERS 50% 2 EEILEAE © BRMRERA A ZBHRREE 40% -

HEAEBAAZAGRLRER

2003 2004 2005 2006 2007
S E5REE |105.0 126.0 151.0 174.0 191.0
HERA |75.0 89.0 106.0 122.0 132.0
i (100 12.0 13.0 15.0 16.0
FEZR 8.0 8.0 9.0 9.0 10.0
EBIT 12.0 17.0 23.0 28.0 33.0
| EZH (8.0 9.0 10.0 11.0 11.0
EBT 4.0 8.0 13.0 17.0 22.0
B 5 #ill.6 3.2 5.2 6.8 8.8

(40%)

MBI F 2.4 4.8 7.8 10.2 13.2
n : Hr&(8.0 8.0 9.0 9.0 10.0
EH

HemE 104 12.8 16.8 19.2 23.2

edition.
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W B R0 4.0 7.0 9.0 12.0
Eimfk & '
e

o KA 150.2
BIS A N6.4 8.8 9.8 10.2 161.4
B @5
.HAER  RABAARAEZER WEATRBARREMEARNEHE

et

2. MR AN LGB —ERR RPZAMARLMEB ATQMAER  HkE B
AABABBREFAIREART

3. A (AREMBREZRA) Hlie B AAALZNARAAEARGTRABERTA
AARAENRL  RERAASHBHEE A 2ARARIEAZA - CLRYRE
RECHBRARAREMEEGAREZIR LI :

A dm (S48): £k B B AAR 2007 £RAEF L 0%2BEAE 20 ZBERE
B 18.2% #2007 £ B 248 2 845 & | Vi, = ($23.2 - $12.0)(1 + 0.1)/(0.182 — 0.10) =
$150.2; )

5. 87 A XAZFRARE  BRFRLAREAAHBEEN A AAXALRLAE &
ARLARETARSRT ARAZRE  BEAXARRARATZFERAE -
1F b5 o TR S P P BB 4 B T o B MR e ¢ ()M

NEBEEAEFRAEEEARICEAE  RIEABRHBLINE 57 (2)

HEBEEEEEERE > QOUNRKEEEATR  HEAFTBKEHRKE -

HEERTHEEDMEEFRENRE - BAKBARREBEA R ZAE -

T EHERBRKBATCBRERER - VALK EAREECH

BEERKFER - FAt - DCF LB EHE 2R ERTE(equity residual method) -

(2) ¥ 3, % (discount rate) :
HEEREHEEREFEATEMHBIEBRN BEATKRENESR - 84E
HEZARTERELZG AT ERKAERITIRAR - 751t » £ CAPM(E
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FEEEER) ST BEARZERRAC) - BRERRESZHIEE
10% » TS EBRM(.1)E 5% » EEATNHEIZ TS ER (LA #S)
163 HIBAH ( BEAH ) CEEKRAS

r,=r,+ B(r,~r)=10% + 1.63(5%) = 18.2%

LR HEA R AERSRERITRER - A7 EHAE 2002 4£
< 1E1E - |
Vi = $6.4/1.182 + $8.8/(1.182)° + $9.8/(1.182)° + $10.2/(1.182)" +
161.4/(1.182)°= $92.8 ‘

15 B RN AR EE$92.8)2 B B iR A vl ST < EEm L RH BeiE
EARIMAECEE - BRIFEEMBRER RN E SRR - SREEEEER
eRELFAEEEHEA R RS ER -

2. W 35 4% #k (market multiple method) : \

TS EBERE - MBEESRZPN - ZK2EeR - EBITDA ( 2T - 1
B ~ FTERT AR < BER ) - 18 - IREEMESGRSRECER - Eif DCF
ERENREERAREREC S AT EEZEREME © mraEBERIERT
EEEATFENEEFEC  SENEBRIETERE - —BmE - ERME
RESHEES  AXRAHFPEESEN  SEVTESRABEMSERL
o BLUHSEERRAEEVEHES  EEEHEHRARTN 2 ELAE
25 f5EE 3 FLULE R ERTTREEHES  AXFRHFFEEE
R > BBENTTBRABETSEE TR - fIIEHREREFN 2 & TEE 15
EEE1FZELUT -

BT REMEAENAERARSEFESFELE - f£0L 0 B LN B
INETE 2003 EEGIIREEEZSM2.6  IEBESFEEEBRERE » 2007 £7E
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(EHTIE T EER$49.8 - B - (1% B A RIRAHTIIRHEEEZS46.2 » 10
B L B ARFBHRNEZ, B—RATSERKRE B AR &
% EMAEE R A BI7E 2002 42 TS EBIAE 2 15 » AHKIBHSSEE — T
B IR TSR (EAPIS 245 - B AR HSEMEES6.2 x 2
=$02.4 - B > £ LMPITH - BUARL (ERBESRER) B T
ST DU E R R AT A TS EARILR 12 5 » (SR B AFRKN
R ERIEST.5 0 B B AR TS EERSS7.5 x 12 =$90 - 2

BN AR T A MR TG B AR 2 S A SRR R -
EBITDA - B4 85 HEATEE - BT EAAERNTE © EEEKHBEY
HEME Y SR RSO BB ¢ BT B A E IR
Y RER LR BT S ERSEE - P ESITEEHZHE -
S AR SIS - EREENES - B AfTEREEEEA T
B SRR S - G BEFIA - IRTRBIS - — RIS REE
ANFIRIERERE A - SR ST R R BT BB - B I
BB PE RS - S A RN R R s TR (B R K 5
FH o BT SRR RTA - SRR SRR - B A R
AR R S A 5 B T PSR FEE (DU el - EIREAs92.8 |
BT 5 R - BEAT RS E N EER SRR BEA T BRI THE (B
AR - BIREES62.5 AT - IR FEAH ) -

3. P9 4% 8 % 3k (internal rate of return, IRR method)

ERERE R R e — BB S L BB ESNEITHEE TERZEHBCT
B & > NI R EIE N — EEA R ER SR B RS ARBREARRK
FEHR &R 2 RENFEE » Al TR
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C = CF/(1+IRR) + CF/(1+IRR)* + + ¢ = + CF/(1+IRR)"

A C=EHEA RS EREEA (P FRERIT - NG
ATHIRESEHE R BFESKERA)
CF(t=1,2, --- \T) = [t FLHAIREHE
IRR =AETERM =R

(R TEENR | AR RR > FRESHA - BIZRINEEA
Al TR R A A SRR - AR E AT - B FE
87 TR RS - FES IO E01T B - 76 L3k A AR GEE B AT ZH1F -

& B /A A E 2003 H£2 2007 FE 2 HIABEME S 71236.4, $8.8, $9.8, $10.2
AR $161.4 » IO B A F S (RIS SR A2 992.8 » BRIt - LTI
2 PIERIEE (IRR)E 18.2% - BEk A AT FIAHEEL Be R (T TEK
NI E AR 12.8% Bl TREREIIERE 0 A AF TEEHHE, B
A PR TBAS 2R - EREEN B ARCHSRREE SR
ARETEET - BRI AT B A FI SR BRI - FIRF - B B3R IRR 2
FMEARAA © RGHSEEAR Y ENRAHERA - EHEATZM
F B SR A R A B AT - SRR 2 (BRI R e Ak M
B FRRIH I 2 TR ME RO © (R - BN AR 2 TR MR AU -

4. B 4 32 & s Ak (real cost of investment method) -

B WBARSBE-HEARRER "HEARFEREZ RS
& o IRAELABREER B EEAR MR BEATN T BB R EER
FEHBER R ERFAAN MR TREAT KR - BEARZHRELRERK
BAFRRCEERENAFENE  HEREELSABER CHEMA TR
BefE - DAant TEMERE ) BIEEEARREIFENEE - EREL FET
s -
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£ LaiffEg B AR BIT  REkHHHERT B /\—Jhﬁ$175(§{%’ﬂ:)2ﬂ%ﬁﬁﬂ
g o EIRTESCS  EFTENELRREAE 103k » KIEHE - B
ANBEERS T RE LD —EE ARG HET)BR  BE RO R EERS125(8
B IT)FE DR E R ISR S RIS TR T R - (R IRE R ER A DS 2E
e EERE R R B U ZERA AR TR - ISk ESS 515
T BHUE N 2.5 TERK - ILEER A ATRRTF EA—RA SIS B A F
[ 0.25 & » B¢ A AFIREES B A& —REIERHE$6.25/(1+0. 25)=$5 LL A
REIBIREE B /\_]Hx%ﬁZZtHQ TEBRERA ) EFSS 0 ER B ARER
HES6.25 RAHT —‘Iﬁﬁﬁ-%ﬁﬁl;z{#ﬁ%% e

(D)EBEATZTHA

REEARZIENS @ BEATRNBREFEEZCHEERERERC
(ETH{E - TRENE R T R LA BTSN B B g - 72 Bk B ARBEES
B2 BIF - 2002 HFEE B AFRERTHER.2S  ERITENUETEREA
10(E &) » % B AFZBHERS6.25 x I0(EEE = $62.5(FHHET)  EHE
EE B AFREATEEREZ A ATHRECER - RE A AFNHERNS625(H
EOLLE RS B ATIRERERES A AR HE - Tl LA RFRRE
WIS - B B ARMHERS - A ATRRRNERIMERIES K -
¥ B AFMHERIE - B AFRRMES (ME) BiNE % B SRR
BRI RS - IR REBEEZ RGN T B BRARRRATEEZ S
EEH$62.5 HEDEKEATHBBEARTE AR (PIARTSABE
thZ M EE-REEE LR ES92.8 HEL) LM BERKERIRERT
SEERF - Cb ¢ EAERER - BHARHREE N REEEE
CREFREHRIBE -

PEEEHAT  ARGE - BERT (ERER)  H145-1T6-
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= P HELEE

PEEARHEREEEATAC N TEAERSE - IBARZKRE - I
BAFCEEEFEIEE XN TRENIEERS - HEGBRERZE - VG
AR ERERE - QUBAFEBEATRRIEREE - OBELH
SR B SRR BE R FTRESE S 2 AR » UK (WO B v REE 2 1Y AR
Bk RN R ERIERE -

N TFEHBEAFRRZAREAGgEHRREANERER  FEHES
BB HRCENE 50% 2 WA TR ISR - BB ERR RS © EE TR (Tl
XF - BEARRREFIHELFACBEARRER - TEFERFIER
BECZHEE - T HHEGBEESE S0NHE N () AEERE > KAk
B4 EANGRERRE - [k - BIEE T AR d sk, BT > /AT
HIE R IR & < R BARR -

FEEMBERAET - AR ERRMEANER - MERAARRERE
"AERERAAE B - H  BEEEATRREEBIBEATCRE - BR
h AT B SR OB AR - EiE - SHERARRRERAE " AHRERON
2 BT DSE A RIN U SRA HE - thBR S8 T BRI E
RIS o ATUERIE - ERCEA T ERNEED - T ARBIROAE0 B
RES  AEHL  HEFPBZEER "HRERER, -

£ 1986 FEBHMBEEEEN AT - EREMMOHBES - R —
FATILVERIRAEENERE T ERARNEE - AER AR A DAERHER
HEY > P eEENEEEE - EMEESHATNRE (HERMEREIL
BENTNRE) - [hE - BEAFTRRABSHR EEEREEREAHE
o EAGREANRE - RKEEA RERER E NS B EARNEERRE
EFIAEHIABEREAN > AIBEARACHBFERRERNEHR (R
AFIRENIREEARNEESEEE - WRAFREGH TEEL  UE
EAFETNASR) - T EREREY - BREENEELDITE @ &
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BANT e -

EEBHEHEBEAARBHERT I ERZEN  BEGCEOGEYE
AR A EE RN E R A AR 8T - Wi TRARARZEEK
EREEEE ML ERNES - AFANNERN - REEFSLALE
TYBREE TET - FEMTRHEG T B EARMEER BRI -
WEREADA BB E  ELER T ST A R B ERRE SR
MFEEZF R A SERL - * o |

B o Yy E&X

BT SHARMNE THEAFIEHE—EFEERYHEE- %
ZEETAATN—FZFTAEEEES 0/ NIAT - EXRAFFEEER
— B HUARER A FTREE LA BRI AL - HE T —mEENEER
o AR LHAREERNERG - REM - ESEREHER EERE T L
5EEE o ERMEHEATMNEERERIEE BIF - WEARHLATREERIIE
EATTERE A HBRIBAL - FELE (e S TR Qe P AT
&t > FlaBEATWEEERNFBEEEEELSE ERHERT @ BEE
e ATRERRSE 1Y A ET R e 2 i B B BR A /88534 - U211 » International Holding
NE)WEE Walker Products A HEIREF > 4 EEHEATRKEANHEZ - 1R
Walker Products fA AR~ = HAMN » £ 24 n]Er#ES1 T E 0 Bl International
Holding 37 B2 (-} f&{8{#E$63 7 International Holding I ZE 10 Ef% - SinksK
ZAEEAE 3 EIRIIRE o BE4R Walker /2T #EH A 5 International Holding &
TR R AL 0 RIS R A G ERIIFRE TR B & A FE
BCH EE - &% ﬁﬂ%ﬁf?/&ﬁ]@f@}\ﬂ@ﬁﬁjﬂﬁﬁ (BRI ANEERHERE

‘R
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T IEARWRGHEBEAFREEHERER] " IrEiFha - ERt
HEA ] EASHE R AE R A S R — R A (BInEFER) -
TEMAGHARMHEBF ZH A FNEMES © & " IERFmHE  HUR
BRERZEEBERIER - |

E-HRREGIEARREABENAR EMARBRHFA S —KATER &
K HEEA AR HE A B L HHBR AL R ARREREERLH
FHEEHBER - BE SR A\ AT RE R SR I 30 g Bl SR HE R I TE (B
= MRBEEAFFRAEREREERE - MitfTsEgEi g - 5—J5m
B RE BN [ NAEREA > TR RE K 7% % 1(golden
parachutes) ; " [E¥& 4 | RIGEETERMERS - HEQAFRKEARTE
HEERSRREIET - 40 E Allied A F]HHE Bendix /2 FIHF  Bendix 2F]
HIZERE Bill Agee BECLHFT —HERER WHHAAFREET 4 5&ET -
BECRERNSERR  BUEEEHRE " TREZENA 4 (poison pill) : 4T -
—FAEREIESEE 1 TEL - ARSI L TR A gulER L A T il
8 THETT NSRRI ELREELHE  FrLL &R A B H B -
5Et 10 :

4t - EHBEMR AR R ERETIG ZBHBRIES WRIR
FRRAFEEMZ EZRERK (BECESE AR - £EL > BEh
ARETT » ZEPIEEREEE - HEREENITEKERA - DR ASRZE
BE) - GHERPMEHRZEREET A EHHEERCH MR ERRR
FIRYRRE » E R AR Re S AR EARYAT -

3 #5257 P. A. Gaughan, Mergers, Acquisitions, and Corporate Restructurings, Chapter 10, second
edition.
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N+

o

P A RIS S - W E AR % A2 SME T R a I - ITRES
BB - TBEEGE « DA DR E I RRA - TR RS
mEEERREE B EEEAT ARSI ERETRE (NEEWK
A) - TBEBEIERTESEA TEOE R Y - SEOSBEIERTS
P - PUERERANR R - W — A I PO R R N R SN
A AR E R AT S VR~ BT IR § HIMEERIR ¢ AR
BT PSRN A A A S A Bl B e B A A H -
ST 2 TR R RS - 08 RO T By B A R AL
WA RIS EEA TR E AR RN - AR LBEE A B A
7 BIASER E A E AR S B - TEUEIS R DB IR 5 AR T
ATRZRE  BEEARYFRERESIEA R EE RS RATE R
5 » [EISIEEAFTERHE - (K BEARZIIEMNES - BEATNRERATEEE
2 WA S T RS B TR DB T A B W B -
S A TETME S B A RIENE S o BIEA T RS E O R
v HEEE IR S S ETREE (FI  RESFEEHCRE - 15
B S RS - GRS - B - AEEENEE YA TR
FOSTEAR  CT - (RS SRR - IRTHIORTRS )

S REA TR R EA T A TRERRNEES - KEAF
TS A El Y B EEERE R T B EERS - HEASNEEY
B ()EHBRATZEARE QKA DREEATRRNHERER - (3)
EE A A I RS B I AR S B 2 IR RIA » LAR (MBS AR TRl
R RS B A E R IR -

ERIBE L CHEESE | ()EEATERANGERRSE  (2)
HEA RS E BRI - (3)E A AEE A SHEMTUERE - LR@S
BEBMR AR LT R -
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5% LR

HEF ~ AREE - B/ATAF  (RBERIT) > UK ERER -
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Valuation Analysis and Bidding Structure
of International Merger & Acquisition

Jeng-Bau Lin

Abstract

For an acquiring firm, four methods can commonly be used to value its target
firm; that is, the discounted cash flows, the market multiple, the internal rate of
return and the real cost of investment methods. The discounted cash flows method
requires the postmerger expected future cash flows and the discounted rate of the
target firm. Based on subjective judgments, the market multiple method is used
through the stock price of the target firm divided by the component selected in
terms of actual needs, but the reasonable multiple depends on the market conditions.
The internal rate of return method is the one that makes the purchase price equal to
the present value of the target firm calculated by the expected future cash flows
discounted in terms of an appropriate discounted rate. The real cost of investment
method comes from the fact that, the acquiring firm is seeing a tremendous retained
earnings the target firm has kept, and presumes lower price acquisitions of the target
firm so that it can acquire the target firm at a very low real cost of investment by
distributing stock dividends to its shareholders after acquisition. For a target firm,
the bottom line of asking price by the target firm is the total market value of its
outstanding shares. Actually, the final striking price of the target firm is dependent
of the negotiating ability between the two parties involved and the various
prevailing market factors. On the other hand, the payment instrument pattern of
tender offer by the acquiring firm covers cash, stocks, debt securities or some
combination. The content of bidding structure affects the postmerger corporate
capital structure, the tax treatment of the acquiring firm’s and the target firm’s
stockholders, the relevant benefits obtained by the target firm’s stockholders
through acquisition, and the possible regulation of antitrust laws and corporate laws
the acquiring firm encounters.

Key words: Valuation of Corporate Mergers, Market Value of Target Firm,

Bidding Structure, Postmerger Control



