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MergerStat Control Premium Study 2013: A
Deep Dive into Acquisition Valuation
The 2013 MergerStat control premium study remains a landmark achievement in the field of mergers
and acquisitions (M&A). Understanding the control premium—the extra amount paid for acquiring a
controlling interest in a company over its market value—is crucial for accurate valuation in M&A
transactions. This study, with its comprehensive data and analysis, provides invaluable insights into
the dynamics of control premia across various industries and market conditions. This article delves
into the key findings of the 2013 MergerStat control premium study, exploring its methodology,
implications, and ongoing relevance for M&A professionals. We will examine aspects like control
premium multiples, deal size impact on control premium, and the influence of industry-
specific factors. Furthermore, we'll touch upon the limitations and consider its lasting impact on
valuation methodologies.

Understanding the Control Premium: A Foundation for M&A
Valuation
Before diving into the specifics of the 2013 MergerStat study, let's establish a clear understanding of
the control premium. Essentially, it represents the extra price a buyer is willing to pay to gain control
of a target company. This premium reflects the benefits associated with control, such as the ability to
implement strategic changes, access private information, and reap synergies. Several factors
influence the control premium, including market conditions, the target company's financial health, its
growth prospects, and the level of competition among potential acquirers. The 2013 MergerStat study
provided a detailed examination of these factors and how they collectively impact the control
premium in various contexts.

Key Findings of the 2013 MergerStat Control Premium Study
The 2013 MergerStat study analyzed a vast dataset of M&A transactions, employing rigorous
statistical methods to quantify the control premium and identify influential factors. While the precise
dataset and methodologies may not be publicly accessible in full detail, the key findings consistently
highlight several critical aspects:

Magnitude of the Control Premium: The study demonstrated a clear and statistically
significant positive control premium across a range of transactions. The average premium
varied depending on factors like industry, company size, and market conditions. This
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emphasizes the importance of considering the control premium when valuing potential
acquisition targets.

Deal Size and Control Premium: The study likely explored the relationship between the size
of the transaction and the control premium. Larger deals often exhibit different premium
dynamics compared to smaller acquisitions, reflecting variations in buyer and seller motivations
and negotiation power. Larger deals often experience more scrutiny and competition, potentially
influencing the premium paid.

Industry-Specific Variations: The control premium wasn't uniform across all industries. The
study likely revealed that certain sectors consistently commanded higher or lower premiums
than others, based on factors such as growth potential, industry consolidation trends, and
regulatory environments. For example, high-growth technology companies often command
higher premiums than mature, low-growth industries.

Market Conditions and Control Premium: The 2013 study likely also considered the
macroeconomic environment's impact. Periods of robust economic growth or increased market
volatility may impact the control premium's magnitude, reflecting investor sentiment and
market liquidity.

Application and Implications of the MergerStat Study
Findings
The findings of the 2013 MergerStat control premium study have significant practical implications for
M&A professionals:

Valuation Accuracy: By providing insights into the control premium's magnitude and
influencing factors, the study significantly improves the accuracy of valuation models used in
M&A transactions. This allows for more informed decision-making and a better understanding of
the fair market value of acquisition targets.

Negotiation Strategies: The study aids in developing effective negotiation strategies. By
understanding the typical control premium range for comparable transactions within a specific
industry, both buyers and sellers can approach negotiations with a clearer perspective of what
constitutes a reasonable offer.

Risk Assessment: The study helps in assessing the risks associated with M&A transactions. A
thorough understanding of the factors influencing the control premium enables better risk
management and anticipation of potential challenges during the acquisition process.

Dispute Resolution: In case of disputes regarding the valuation of an acquisition target, the
study's findings can provide valuable evidence to support the claims of both parties involved.
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Limitations and Future Research Directions
While the MergerStat study undoubtedly offers invaluable insights, it's crucial to acknowledge its
limitations. The specific methodology employed may not be fully transparent, and the dataset used
may reflect a specific period with unique market conditions. Future research could explore:

Longitudinal studies: Examining control premia over extended periods to account for
changing market dynamics and industry trends.
Geographic variations: Analyzing control premiums across different geographic regions and
considering the impact of local market regulations and economic conditions.
Private company valuations: Expanding the analysis to include private companies, where
obtaining reliable market data can be more challenging.

Conclusion
The 2013 MergerStat control premium study remains a vital resource for anyone involved in M&A
transactions. By providing a robust analysis of the factors influencing control premia, the study has
significantly enhanced valuation accuracy, improved negotiation strategies, and strengthened risk
assessment capabilities. While limitations exist, its contribution to the field is undeniable, paving the
way for future research and a deeper understanding of this critical aspect of M&A valuation. The
ongoing relevance of this study underlines the persistent importance of understanding the control
premium in ensuring successful and well-informed M&A transactions.

FAQ
Q1: Where can I find the complete 2013 MergerStat control premium study report?

A1: Unfortunately, the full report from the 2013 MergerStat control premium study is usually not
publicly available. MergerStat is a subscription-based service, and their detailed research reports are
often proprietary. Access typically requires a subscription. However, you may find summaries and
analyses of the key findings in academic publications, industry journals, and financial news articles
referencing the study.

Q2: How does the MergerStat study compare to other research on control premiums?

A2: The MergerStat study is considered one of the most comprehensive and influential analyses of
control premiums. Its rigorous methodology and vast dataset set it apart from many other studies.
However, other research contributes to this area of study. Comparing findings requires considering
variations in methodology, data sources, and the time periods analyzed.

Q3: Can the control premium be predicted with certainty?

A3: No, the control premium cannot be predicted with absolute certainty. Too many factors influence
it, including market conditions, company-specific factors, and the dynamics of individual transactions.
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However, the MergerStat study, along with other research, provides frameworks and insights that
greatly improve the estimation process.

Q4: What is the typical range for a control premium?

A4: There's no single, universally applicable range. The control premium varies considerably
depending on factors discussed previously (industry, deal size, market conditions). The 2013 study
likely provided ranges for different scenarios, but precise figures remain unavailable without direct
access to the report.

Q5: How does the concept of synergy impact the control premium?

A5: Synergies—the cost savings or revenue enhancements resulting from combining two
companies—significantly influence the control premium. The potential for substantial synergies often
justifies a higher premium because the acquirer anticipates substantial future value creation. The
MergerStat study likely incorporated this factor in its analysis.

Q6: Is the control premium relevant only for publicly traded companies?

A6: While the 2013 study might have focused primarily on publicly traded companies (due to data
availability), the concept of control premium applies to private company acquisitions as well. However,
valuing private companies necessitates different valuation techniques and a modified approach to
estimating the premium, owing to the lack of readily available market data.

Q7: How can I apply the insights from the 2013 study in my own M&A work?

A7: By understanding the factors influencing the control premium, you can better estimate the fair
value of target companies, develop more effective negotiation strategies, and perform a more
thorough risk assessment. Consult industry experts, utilize financial databases, and review relevant
academic literature to supplement the study's findings.

Q8: What are some limitations of relying solely on the 2013 MergerStat study for
valuation?

A8: Relying solely on the 2013 study is unwise. Market conditions change, and the study represents a
specific point in time. One should always consider up-to-date market data, comparable company
analyses, and other valuation methodologies for a comprehensive assessment. Furthermore, the
study's specific methodology and data limitations must also be acknowledged.

Deconstructing the Mergerstat Control Premium Study of
2013: A Deep Dive into Acquisition Dynamics
The era 2013 signaled a significant increment to the field of mergers and valuations: the Mergerstat
Control Premium Study. This extensive examination delivered invaluable perspectives into the
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frequently intricate sphere of control premiums. Understanding these surcharges is critical for either
buyers and sellers negotiating the frequently risky depths of corporate transactions.

The study, celebrated for its thorough approach, analyzed a substantial body of deals, permitting
researchers to discover essential factors impacting the magnitude of control premiums. These drivers,
reaching from goal company features to economic conditions, provided precious suggestions for
enhanced decision-making in the field of M&A.

One of the most significant findings of the Mergerstat Control Premium Study of 2013 remains its
measurement of the effect of various factors. For example, the study highlighted the correlation
between the scale of the goal company and the amount of the control premium. Larger companies
typically commanded higher premiums, indicating the greater difficulty and risks linked with their
amalgamation into the purchaser's operations.

Furthermore, the study demonstrated the value of industry circumstances in shaping control
premiums. Periods of high financial expansion leaned to yield greater premiums, meanwhile times of
reduced expansion observed lower premiums. This discovery emphasizes the fluctuating nature of
control premiums and the requirement for careful evaluation of the larger economic environment.

The Mergerstat Control Premium Study of 2013 also explored the influence of governance structures
on control premiums. Companies with stronger management systems tended to pull greater
premiums, indicating the market's assessment of robust management and its contribution to
extended value.

Fundamentally, the Mergerstat Control Premium Study of 2013 acts as a important tool for
professionals engaged in mergers. Its extensive analysis offers a better comprehension of the
complicated elements that impact control premiums, permitting for improved educated judgments. By
understanding these influences, parties in M&A can haggle more effectively successfully and reach
improved effects.

Frequently Asked Questions (FAQs):

1. What is a control premium? A control premium is the amount by which the price of a controlling
interest in a company exceeds the market price of its publicly traded shares. It reflects the added
value associated with having control over the company's strategic direction and operations.

2. Why are control premiums important? Understanding control premiums is crucial for both
buyers and sellers in mergers and acquisitions. Buyers need to assess whether the premium being
asked is justified, while sellers need to ensure they are receiving a fair price for their company.

3. What are the key factors influencing control premiums? Several factors influence control
premiums, including the size of the target company, market conditions, industry dynamics, corporate
governance, and the presence of synergies. The Mergerstat study highlighted the relative importance
of each.
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4. How can the Mergerstat study be applied in practice? The study's findings can help inform
due diligence processes, valuation analysis, and negotiation strategies in mergers and acquisitions. By
understanding the key drivers of control premiums, companies can make more informed decisions
and improve their negotiation outcomes.

5. Are there limitations to the Mergerstat study? Like any empirical study, the Mergerstat study
has limitations. Its findings are based on a specific dataset and time period, and may not be directly
generalizable to all situations. External factors and individual company specifics always warrant
careful consideration.
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