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Abstract

Drawing on the day of the week pattern of mergers and acquisitions, I investigate whether
managers engage in strategic announcement timing, and if so, whether such a decision
pays off. The findings are consistent with managers timing M&A announcements as they
seek to avoid the anticipated unfavorable market reaction. I document that this strategy
is related to higher stock returns when managers attempt to avoid periods of low investor
attention. However, the analysis reveals no evidence of significant gains when the manage-
rial decisive factor is the possibility that the market might interpret the announcement as
bad news. Furthermore, I find that strategic timing and negotiation complexity help explain
the prevalence of merger announcements on Mondays (the Merger Monday phenomenon)
and its flip side, a low percentage of M&A announcements on Friday.
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1 Introduction

Mergers and acquisition have been attracting researchers’ attention for decades. Besides a va-

riety of different motives for acquisitions, the reason why M&As are so intriguing probably

lies in the fact that their announcements do not convey a sharp message about the deal qual-

ity and the prospect of future success. This makes M&As quite susceptible to judgment and

misinterpretation that likely leads to the managerial strategic behavior.

One possible maneuver managers might make is the timing of announcements. To in-

vestigate whether they actually do that and with what objective, I exploit the prevalence of

M&A announcements on Mondays (the Merger Monday phenomenon1) and its less known flip

side, a relatively low percentage of announcements on Fridays.2 I argue that one of the main

factors that contribute to the deal clustering on Monday is the strategic announcement timing it-

self. I rely on the documented pitfalls of Friday and pre-announcement variables that are likely

correlated with the incentive to avoid the Friday drawbacks. The sharp variation in the number

of deals around weekends provides an excellent setting for the investigation of how managers

make decisions as a response to the anticipated investor reaction.

The question of strategic announcement timing has gained substantial attention in fi-

nancial literature. While the topic is extensively studied in the context of corporate earnings,

it is relatively unexplored in the area of mergers and acquisitions. Recent studies suggest that

investor behavioral biases are one of the main reasons why managers engage in the earnings

release timing (see, e.g. DellaVigna and Pollet, 2009; deHaan et al., 2015). The findings are

consistent with managers reporting low earnings during periods of low attention as they attempt

to “hide” bad news. A study with similar results has been conducted for M&A announcements

(Louis and Sun, 2010), but a more recent publication reports evidence against the previous

findings (Michaely et al., 2016). Given that there is no consensus, my study attempts to make

further progress in our understanding of whether and with what objective managers engage

in the strategic timing of the largest corporate events, i.e. mergers and acquisitions. In con-

trast to the previous studies, which correlate various ex-post measures of investor inattention

1The term merger in the Merger Monday phrase is used as a synonym for any M&A deal. For simplicity, I will
use mostly M&A.

2The spread in M&A activity between Monday and Friday is present across the whole sample and increases
over time. In recent years, nearly 30% of deals are announced on Monday and only 10% on Friday.
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and variation in the announcement signal (good vs. bad), I tackle the problem by linking ex-

ante observables and the managers’ propensity to engage in the announcement timing. This

approach enables me to directly investigate how managers respond to the anticipated market

reaction.

The analysis confirms the strategic behavior conjecture. The findings are consistent with

managers timing M&A announcements as they seek to avoid the anticipated unfavorable market

reaction. I document that the decisive factors are investor behavioral biases (i.e. inattention) and

the adverse selection problem (i.e. a concern that the market might interpret announcements

as bad news).3 Both explanatory factors predict a higher propensity that a deal is announced

on Monday instead of Friday. However, I show that the managers’ strategy yields significant

gains only when the objective is to avoid investor inattention. To check whether my results are

robust, I test a number of alternative stories that potentially explain the variation in the number

of announcements around weekends. I identify the complexity of the negotiation process as

an additional factor that explains the deal clustering on Monday. The strategic announcement

timing hypothesis holds under all alternative specifications.

I examine M&A deals in the sample from 1990 to 2016 with a public bidder domiciled

in the U.S. Firstly, I check whether two key implicit assumptions hold: (i) there is a day of the

week M&A pattern with a significantly high (low) percentage of deals announced on Monday

(Friday), and (ii) the company public status (i.e. the market reaction reflected in stock prices)

induces managers to behave strategically. I confirm the validity of both assumptions and show

that there exists a significant weekday announcement pattern in the sample. Monday accounts

for more than 25% of deals while the share of Friday is only about 14%. Furthermore, there

is a striking contrast between the day of the week distribution of public-to-public and private-

to-private deals. While the former exhibits a large difference in the number of deals around

weekends, the latter remains nearly flat across the week.

Next, I examine whether pre-announcement observable variables, which are likely cor-

related with unwanted market reaction, predict higher managers’ propensity to act strategically.

I examine two factors that might induce managers to avoid Friday and announce a deal on

Monday instead: Friday investor inattention (DellaVigna and Pollet, 2009), and concern about

3deHaan et al. (2015) report that in the presence of uncertainty, investors respond negatively to the scheduled
Friday announcements.
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negative market reaction to Friday announcements. The latter is based on the finding that in-

vestors infer that Friday earnings announcements tend to contain negative news (deHaan et al.,

2015). As a measure of anticipated investor attention on Friday, I use the pre-announcement

difference between relative trading volumes4 on Friday and the other weekdays. To quantify

the managers’ concern that the market might interpret Friday announcements as bad news, I

observe their past behavior in similar situations and construct a measure of managerial propen-

sity to avoid announcing good news on Friday.5 As an example of good news, I take earnings

announcements that “beat” the forecast because they signal a clear positive message. The man-

agers’ concern that investors might interpret the scheduling of earnings release for Friday as

a signal of forthcoming bad news is obviously reflected in the managers’ propensity to avoid

scheduling good earnings announcements (those that beat the forecast) for Friday.

I document that both factors predict higher probability that a deal is announced on Mon-

day relative to Friday. To assess potential gains from such strategic decisions, I analyze the

difference in bidder abnormal returns between Monday and Friday while keeping the level of

examined pre-announcement factors constant. I do not find evidence of significant negative

difference, meaning that the managers’ actions are not suboptimal. However, higher abnor-

mal stock returns are observed only when the managerial decision is based on the anticipated

investor inattention.

Finally, to test the robustness of the main results, I examine several alternative explana-

tions of the variation in the number of announcements around weekends. One possible story

says that complex deals are typically finalized over weekends due to their structure that requires

extra work and is related to complicated negotiations. Another explanation is that managers

want to avoid stock price fluctuations caused by information leakage during the negotiation

process. In this case, weekends are a natural choice for the deal closing. Finally, it is also pos-

sible that acquisitions get more media coverage if announced on Mondays. I find support for the

deal complexity explanation, but not for the latter two. However, the strategic announcement

hypothesis holds even when I check for the deal complexity in the analysis.

In conclusion, my evidence is consistent with managers timing their M&A announce-

4Daily trading volume divided by the number of shares outstanding.
5More precisely, the measure is defined as: 1 – (#quarterly EAs that beat the analyst consensus forecast and

are announced on Friday over a 3-year period before the M&A announcement) / (#all quarterly EAs that beat the
analyst consensus forecast and are announced over a 3-year period before the M&A announcement).
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ments in order to anticipate and avoid potential pitfalls, specifically, investor inattention and

the possibility that Friday announcements are interpreted as bad news. The possible benefits of

Monday itself, such as more media coverage, might play only a secondary role, if any at all.

Overall, when dealing with important and complex corporate events (e.g. M&As) that do not

convey a sharp message, besides considering characteristics of the event itself, managers also

actively engage in the anticipation of investor reaction and strategically time announcements

to avoid unfavorable outcomes. This study helps to understand better how companies interact

with market participants and how their maneuvers lead to seemingly surprising phenomena,

like Merger Monday.

The rest of the paper is organized as follows. Section 2 summarizes previous literature

and my contribution. Section 3 develops testable hypotheses. Section 4 introduces data sources

and describes how I construct the sample. Section 5 presents the main analysis and empirical

results. Robustness tests are shown in Section 6. Finally, Section 7 concludes.

2 Literature and contribution

The literature on the M&A market timing could be broadly split in two branches. The first

and more developed branch studies the managers’ decision to acquire another company. It is

focused on deal clustering over rather long periods of time which are labeled as merger waves

and typically span horizons of several years. In contrast, the second branch investigates the

strategic timing of announcements and analyzes much shorter periods. The factors driving

each type of strategic market timing are very different. Merger waves are normally driven by

a break-through in technology, market and economic conditions, and regulatory changes (see

Shleifer and Vishny, 2003; Rhodes-Kropf and Viswanathan, 2004; Harford, 2005; Rhodes-

Kropf et al., 2005; Maksimovic et al., 2013; Ahern and Harford, 2014). On the other hand,

strategic behavior in the context of mergers and acquisitions is not extensively studied. There

is evidence that investor behavioral biases are related to the decision of announcement time

(Louis and Sun, 2010), but also against this relation (Michaely et al., 2016). The deal structure

is mentioned as another factor in (Branch et al., 2001). Thus, the question of M&A strategic

announcement timing and of its driving factors remains relevant. I contribute to this literature

by providing evidence that managers indeed time acquisition announcements. I argue that their
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main objective is to avoid the unfavorable market reaction to announcements, which is a likely

consequence of investor inattention and adverse selection.

The paper also adds to the broad literature on bidder returns. I report evidence that,

besides deal and company characteristics, the managers’ strategic moves are another impor-

tant explanatory factor of bidder abnormal returns around M&A announcements. The previous

literature documents that bidder announcement returns are driven by the target public status,

payment method, and bidder and target (deal) size. Private target deals yield positive bidder ab-

normal returns, while acquisitions of public targets yield negative abnormal returns (see Fuller

et al., 2002; Moeller et al., 2004; Betton et al., 2008). Furthermore, Schneider and Spalt (2017)

document a negative (positive) relationship between the deal (bidder) size and the bidder an-

nouncement returns for public target acquisitions. The relationship is opposite in the sample

of private target deals. Stock payment is associated with negative bidder abnormal returns in

the sample of public target deals, and with positive returns when the target is a private firm

(Loughran and Vijh, 1997; Moeller et al., 2007; Betton et al., 2008; Savor and Lu, 2009).

Moreover, my analysis is also a part of the previous research on the weekend effect, also

known as the Monday effect, the day-of-the-week effect or the Monday seasonal. This market

phenomenon refers to the tendency of stocks to exhibit relatively low returns on Mondays com-

pared to those on Fridays. I contribute to the literature by documenting that M&A announce-

ments cluster on Monday and by analyzing the effect on bidder stock returns. Specifically, I

find no significant difference in the event period returns between companies that announce deals

on Monday and those that announce deals on the other days of the week. A study by French

(1980), a seminal article on the subject6, reported that the average return for Monday was sig-

nificantly negative from 1953 through 1977 while positive for the other four days of the week.

Lakonishok and Maberly (1990) find a relative increase in trading activity by individuals on

Mondays who are more likely to sell on Monday rather than to buy. Damodaran (1989) studies

the news weekly cycle and finds that a certain portion of negative Monday returns is explained

by adverse news announced on Friday. Abraham and Ikenberry (1994) find Monday negative

returns are a consequence of returns in prior trading sessions, i.e. Friday’s return. Chang et al.

(1998) suggest that information processing is different on Mondays than on other weekdays.

6French (1980) is not the very first study reporting the existence of the weekend effect. Merrill (1966), Cross
(1973) and Gibbons and Hess (1979) all document the phenomenon, but their studies provide less comprehensive
analysis and discussion of the results.
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However, the information processing asymmetry is limited to macroeconomic news. Chen and

Singal (2003) argue that speculative short sales contribute to the weekend effect as short sell-

ers tend to close their speculative positions on Fridays and reestablish new short positions on

Mondays. However, exploiting an exogenous short-selling prohibition of certain stocks on the

Hong Kong Stock Exchange, Gao et al. (2015) find a strong weekend effect both before and

after the prohibition for stocks that are allowed to be sold short as well as those that are not.7

In the meantime, the Monday effect remains without a firm explanation as researchers have not

reached a consensus yet.

The current literature suggests that the investor limited attention significantly affects

stock prices. Hirshleifer et al. (2009) document that extraneous news distract investors leading

to weaker market reactions to relevant news. They conclude that, apart from the post-earnings

announcement drift, limited attention might be the source of underreaction to a variety of pub-

lic corporate news events documented in the literature. DellaVigna and Pollet (2009) find that

investors are less attentive to earnings announcements on Fridays. Similar conclusions are doc-

umented in Louis and Sun (2010) for mergers announced on Friday. However, Michaely et al.

(2016) argue that the evidence of investor limited attention on Friday disappears when they

check for the selection bias. While individual investors are more likely to suffer limited atten-

tion, evidence suggests that experts, such as analysts (Abarbanell and Bushee, 1997; Teoh and

Wong, 2002), also fail to consider all relevant information. Moreover, Fang et al. (2014) docu-

ment that professional investors are subject to limited attention as well. They find that mutual

funds tend to buy stocks with media coverage more heavily than those without. The research

results suggest that an increase in investor attention induces stronger buy pressure and gener-

ates higher stock prices. Barber and Odean (2007) document attention-driven buying and argue

that individual investors are net buyers of attention-grabbing stocks, e.g., stocks appearing in

the news, and stocks experiencing high abnormal trading volume. Hou et al. (2009) use trad-

ing volume as a proxy for attention and find that price momentum is stronger for high volume

stocks and in up markets. Furthermore, the literature documents the importance of press cov-

erage and shows that investors are more likely to process salient news and ignore non-salient

news (Ho and Michaely, 1988; Klibanoff et al., 1998). Huberman and Regev (2001) provide a

7Recently, there are attempts to link the investors’ mood with Monday effect (Abu Bakar et al., 2014). The
link is based on the psychology studies documenting that mood tends to be lowest on Monday and highest on
Friday and during the weekend. According to these studies, investors are more pessimistic early in the week and
this supposedly explains the negative returns on Monday.
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remarkable example of how enthusiastic public attention induced a permanent increase in share

prices, even though no genuinely new information had been disclosed. Fang and Peress (2009)

find that earnings announcements that are covered in news media generate a stronger price re-

action and a less subsequent drift than those that are not. I add to this literature by showing

that ex-ante measures of investor inattention play an important role in the decision making pro-

cess of both managers and investors. While I do not strictly investigate whether investors are

less attentive on Friday, I argue that the concern about this behavioral bias is one of the major

components of the strategic announcement timing of M&A deals.

3 Institutional background and hypothesis development

3.1 Main hypotheses

The exact motivation for the choice of announcement day is unobservable. To examine whether

managers engage in the strategic M&A announcement timing, I rely on the documented pitfalls

of Friday and pre-announcement variables that are presumably correlated with the incentive to

avoid Friday drawbacks. I formulate the following three main hypotheses to test the announce-

ment timing conjecture.

I start by investigating the day of the week pattern of M&As. Exploiting the findings

in the literature on earnings announcements, I conjecture that managers likely try to avoid the

drawbacks of Friday (e.g. investor inattention). This would lead to a sharp drop in the number

of Friday announcements and a surge of those on Monday. The other days are expected to

exhibit a rather flat number of deals. I formulate the first hypothesis as follows:

Hypothesis 1: M&A announcements are not uniformly distributed across the week. Monday

exhibits the highest and Friday the lowest number of deals.

The literature on earnings announcements reports two pitfalls of Friday: investor inat-

tention and a negative reaction to the scheduled Friday announcements. These factors are very

likely to have an important role in the context of acquisition announcements as well. Investor

inattention on Friday has gained on importance in the recent financial literature. There is evi-
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dence that investors are less attentive on Friday (see e.g., DellaVigna and Pollet, 2009; Louis

and Sun, 2010), but also against it (Michaely et al., 2016). However, for the managers to act

strategically it is enough that there is a positive probability of inattention. The key point is how

they ex-ante perceive the cost of announcing a good deal during periods when low attention is

likely.8 I advocate that managers facing an unfavorable market reaction to a deal by inattentive

investors will try to avoid such an outcome. In other words, they will likely avoid Friday and

postpone their announcements to Monday.9 This constitutes my second hypothesis:

Hypothesis 2 (Investor Inattention): The anticipated investor inattention on Friday predicts

a lower propensity that managers announce M&A deals on this day of the week.

M&A announcements are unquestionably flooded with information asymmetry and

quality uncertainty. As explained in Akerlof (1970), such situations lead to the problem of

adverse selection. I argue that this issue is particularly acute on Fridays when managers might

be tempted to announce “lemon” acquisitions in the attempt to hide them. The evidence that

this a very realistic scenario and poses a real threat to investors can be found in the literature

on earnings announcements. deHaan et al. (2015) document that investors infer that earnings

announcements scheduled for Friday tend to contain adverse news. Authors report significantly

negative returns when the market is notified of a forthcoming Friday announcement. This re-

sult clearly shows that investors are concerned about whether managers are actually trying to

“hide” bad news by releasing them on Friday. Given the information asymmetry about the

deal rationale, this argument is certainly a credible concern also in the context of mergers and

acquisitions. However, it is very unlikely that managers will stay passive and do nothing to

avoid this adverse selection problem. I argue that managers actively engage in the anticipa-

tion of investor reaction and strategically time announcements to avoid potential unfavorable

outcomes. In the aftermath of this recursive reasoning, managers find it advantageous not to

risk that investors misinterpret Friday announcements, thus, they announce deals on Monday

instead.10 This insight generates my third hypothesis:

8I note that ex-post realizations might be different from managers’ ex-ante perceptions of investor inattention.
9Monday is a natural choice as it is the first working day after Friday. I do not see any convincing reason

why managers would wait more (until Tuesday, or later) and risk that the market starts speculating on information
leakage while waiting for the official announcement.

10In the cognition theory and mental modeling, this type of recursive reasoning is also referred to as the second-
order model. “A second-order model is characterized by the recognition that others also hold beliefs about the
desires and beliefs of one’s self, and therefore may act predictively for their own good. The predictions of oneself
by others must be taken into account when predicting those others’ behavior.” – Hedden and Zhang (2002).
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Hypothesis 3 (Adverse Selection): The managers’ concern about the anticipated negative

market reaction to Friday announcements decreases the probability that they announce M&A

deals on this day of the week.

3.2 Additional hypotheses

I also examine several alternative factors that potentially explain the day of the week pattern

of M&A announcements and could invalidate the announcement timing hypothesis: deal com-

plexity, information leakage, and media coverage.

The first story that might explain the M&A deal clustering on Monday attributes this

phenomenon to deal complexity. I identify two channels of how deal complexity contributes

to Merger Monday. Firstly, the overall transaction workload, which is correlated with deal

complexity, increases the likelihood that the deal will be finalized over a weekend. Branch et al.

(2001) propose that mergers involving large transactions may be more likely to be finalized over

a weekend and announced on the following Monday.11 Secondly, complex deals are intuitively

related to costly and complicated negotiation between the transaction parties. Weekends allow

for undisrupted negotiation and provide enough time for the process to get finalized. Branch

et al. (2001) note that even assembling the members of the two firms’ boards of directors along

with their supporting casts (investment bankers, lawyers, accountants, etc.) is not a trivial task

and often requires a weekend as these important people have busy schedules. Based on these

observations, I formulate the following hypothesis:

Hypothesis 4 (Deal Complexity): Complex deals are often finalized over weekends and an-

nounced on Monday.

M&A deals are quite sensitive to information leakage. If unofficial news about the deal

get to the market during negotiation, investors are likely to start speculating on that. Changes

in stock prices might trigger a renegotiation of the deal terms and introduce unwanted delays

in the whole process, or even lead to the deal termination. This is probably the least wanted

scenario before the deal closing. Since information leakage is not easy to prevent, managers

11Moreover, in its dictionary, the Financial Times suggest that one of the Merger Monday determinants is in fact
the workload (“last-minute preparations, public relations planning and other issues”), which is in fact correlated
with deal complexity (and the deal size), see http://lexicon.ft.com/Term?term=merger-Monday.
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likely choose to finalize negotiation over a weekend. This insight generates the following

hypothesis:

Hypothesis 5 (Information Leakage): To minimize the stock price impact of information

leakage during negotiation, managers choose to finalize M&A deals over a weekend.

The third explanation is based on the importance of media. While the spectrum of why

managers crave media coverage is rather wide, there is little doubt that visibility is very impor-

tant for corporations and the actions they take. The financial literature documents that stock

prices do respond significantly to newspaper publications (Ho and Michaely, 1988). Extensive

media coverage generates buying pressure that is driven by both individual (Barber and Odean,

2007) and professional (Fang et al., 2014) investors. These findings suggest that the managers’

decision to announce a deal on Monday is potentially driven by media coverage that is higher

on this day of the week. This conjecture is also cited in Louis and Sun (2010) – “According

to Howard Rubenstein, president of Rubenstein Associates Inc., a New York-based public rela-

tions firm, clients “generally want their transactions well publicized and that’s often easier to

achieve on a Monday””. I formulate the last hypothesis as follows:

Hypothesis 6 (Media Coverage): M&As announced on Monday get more media coverage

than M&As announced on the other weekdays.

4 Data

4.1 Sample selection

I collect M&A deals from the Securities Data Company’s (SDC) database. I download all

announced acquisitions with a U.S. bidder for the period 1990-2016. To construct the main

sample, I keep only bidders that are public companies, and targets that are either a subsidiary, a

public or private company.12 The control sample consists of transactions with a private bidder.

I collect transactions with at least a $1 million deal value, as in Moeller et al. (2004). Following

Bargeron et al. (2008), I exclude deals that are labeled as recapitalizations, repurchases, self-

12Bidders that are labeled as government, investor, joint venture, mutually owned, subsidiary, private, or have
unknown public status are excluded from the sample.
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tenders, or exchange offers. I download stock market data from CRSP and the most recent

annual report from COMPUSTAT that is filed no more than a year before the announcement. To

link SDC to CRSP, I use 6-digit historical CUSIPs. Then, I link CRSP to COMPUSTAT using

PERMNO identifiers. The resulting sample consists of 37,635 deals. I download quarterly

earnings announcement data from I/B/E/S. As a source of news articles I use Factiva.

4.2 Attention measure

In contrast to the previous research that relies on the post-announcement proxies of investor

attention (see DellaVigna and Pollet, 2009; Hirshleifer et al., 2009; Louis and Sun, 2010),

I focus on ex-ante variables that are observable by managers. Specifically, I measure pre-

announcement average relative trading volume on Friday and contrast it with those on the

other days of the week. The day of the week averages are calculated over one year before the

announcement. More formally, the ex-ante Friday inattention measure is defined as following:

FIi =
1
4

T h

∑
d=Mo

(
RV m

i,d

)
−RV m

i,Fr, (1a)

RV m
i,d = mean

(
RVi, j| j∼d

)
, (1b)

RVi,t =
SHTi,t

SHOi,t
, (1c)

where FI stands for Friday inattention, RV is the relative trading volume, m denotes the mean

value, SHT and SHO are the numbers of traded and outstanding shares, respectively, i is the

indicator of a deal, and t and j are the date indicators. The day of the week is denoted by d,

while j ∼ d means that j is chosen to correspond to d. In the other words, I keep only RV on

Mondays when I calculate the Monday mean relative volume (RV m
i,Mo), and so on.

4.3 Friday adverse selection measure

To quantify the managers’ concern that the market might interpret Friday announcements as

bad news, I construct a measure that is equal to one minus the managers’ propensity to an-

nounce good news on Friday. Perfect examples of good news are earnings announcements
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(EAs) that “beat” the analyst consensus forecast because they signal a clear positive message.

The managers’ concern that investors might interpret the scheduling of EAs for Friday as a

signal of forthcoming bad news is obviously reflected in the managers’ propensity to actually

schedule EAs that beat the forecast for Friday. The measure is formally defined as:

FASi = 1−
#QEAFr

i,beat

#QEAi,beat
, (2)

where #QEAFr
i,beat is the number of quarterly EAs over a 3-year period before the M&A an-

nouncement that beat the analyst consensus forecast and are announced on Friday, and #QEAi,beat

is the number of all quarterly EAs over a 3-year period before the M&A announcement that

beat the analyst consensus forecast.

4.4 Deal complexity measures

I use three different measures as a proxy for deal complexity. The first measure is deal size.

Consistent with Grinstein and Hribar (2004), I expect that larger deals are more complex and

thus require more effort. Deal size is correlated with both aspects of deal complexity that I

introduced in Section 3, the overall complexity reflected in higher workload, and complicated

negotiation. The other two measures are the number of target advisors and the target termina-

tion fee dummy. The intuition is that negotiation becomes more complicated if the target hires

more deal advisors. A large number of advisors means more bargain power. It also signals that

the target managers will try hard to negotiate the highest possible price and extract as many

non-monetary benefits as they can. On the other hand, the bidder is expected to opt for the

opposite, that is, to minimize the overall deal price. Given that the negotiation process is final-

ized successfully, the likelihood that the bidder will want to seal the agreement and prevent the

target from walking away from the deal increases with the negotiation complexity and related

costs. As a result, the bidder will likely require the target termination fee clause.

12



4.5 Media coverage measures

To analyze the impact of media coverage on the decision to announce an M&A deal on Mon-

day, I hand collect news articles related to M&A announcements from Factiva, a global news

database and a research tool owned by Dow Jones & Company.13 In order to facilitate the pro-

cedure and due to the large number of deals, I restrict the sample to large deals – those that are

$5 billion or larger in size. The decision to analyze media coverage for large deals is justified

by the fact that large deals exhibit the greatest degree of clustering on Monday.14 Hence, the

media coverage effect, if any, should be observable in this subsample. As a proxy of media

coverage, I use the number of news articles on the announcement day. I also collect the number

of news over the next 7 calendar days (the announcement day included) to capture the effect of

the full business week following the announcement.

4.6 Sample characteristics

Table 1 presents summary statistics. All dollar amounts are expressed as CPI-adjusted Decem-

ber 2016 U.S. dollars. Continuous variables are winsorized at the 0.25th and 99.75th percentile

in order to eliminate the effect of outliers.15

The sample has the average deal size of $450 million while the median is only $60

million. However, these values are not surprising as acquisitions of small firms are in general

much more frequent than acquisitions of large corporations. The bidder size follows the same

pattern – the average bidder has a market capitalization of $10 billion, that is about twelve times

more than the median bidder market cap of $0.82 billion. The deal relative size, calculated as

the deal size over bidder market capitalization, is on average 0.38. Bidders are profitable firms

with the annual ROA (return on assets defined as EBITDA over total assets) of 8.6% and the

market-to-book ratio of 3.5. In my sample, more than 21% of target firms are publicly listed

13Apart from its extensive coverage (nearly 33,000 sources as of 2018), Factiva is a convenient tool since it
provides a number of advanced search commands and field tags to refine and target results. For example, one can
search for a specific phrase that appears in the predefined number of words at the beginning (or at the end) of the
article, or for two phrases that are separated by no more than a predefined number of words, etc. It also supports
wildcards, which are a very useful feature.

14I confirm this statement in unreported tests.
15All the results hold when the sample is winsorized at the 1st and 99th percentile. I use the symmetric 0.25%

level to minimize modification of data.
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companies, 47% are privately held firms and about 31% are subsidiaries. As a payment method,

bidders use only cash in 29% of acquisitions. The attitude of the target management is friendly

in 97% of deals while 3% of them employ a defensive tactic. The average target hires one firm

to act as a financial or legal advisor. A total of 11% of targets are liable to pay a termination fee

to the bidder if they decide to withdraw from the acquisition agreement. About 18% of deals

are cross-border acquisitions, while less than 2% of deals have more than one bidder.

On average, Monday and Friday bidders are nearly identical in size. However, Monday

bidders are more profitable (about 1%) and acquire about $300 million bigger targets. They

use the target termination fee provision more often and their targets hire more advisors. Also,

Monday bidders face competition and defense tactics more frequently, but they complete their

acquisitions more often than companies that announce deals on Friday.

I measure bidder announcement returns as CAR(-1,1), the 3-day cumulative abnormal

returns for the bidder firm using the Carhart four-factor model, around the announcement.

Model parameters are estimated over days [-280, -31].16 I find that the sample has a positive

3-day bidder cumulative abnormal return of 1.1% on average (0.33% median CAR).17 The

average bidder CAR is not significantly different between Monday and Friday subsamples.

The ex-ante measure of Friday investor inattention (FI) is significantly higher for deals

announced on Monday than for those announced on Friday. The same pattern is observed for

the measure of adverse selection problem (FAS). These two findings are both consistent with

the announcement timing hypothesis. In other words, managers facing a higher probability of

unfavorable outcomes are more likely to act strategically. As a result, we observe the afore-

mentioned pattern in FI and FAS variables.

The overall sample summary statistics are consistent with the values reported in the

previous literature (see Moeller et al., 2004; Schneider and Spalt, 2017).

[Table 1 ABOUT HERE]
16I use the same interval to estimate the benchmark returns as Schneider and Spalt (2017). They use the market

model instead of the Carhart four-factor model. I confirm that findings are not affected by the choice of the model.
17Consistent with the literature (e.g. Moeller et al., 2004; Schneider and Spalt, 2017) bidder CAR(-1,1) is

negative for public target deals (−0.98%) and positive for non-public target deals: 2.09% when the target is a
private firm and 2.34% when the target is a subsidiary.
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5 Empirical results

5.1 Day of the week pattern

I start the analysis by checking the expected outcomes of the M&A announcement timing. If

managers really make strategic decisions about announcement time and if there is a common

factor that affects most of them, I would expect to observe a clear pattern in the M&A distri-

bution. I argue that the important aspects that managers care about are investor inattention and

possible misinterpretations of deal quality, which is followed by an adverse market reaction.

Literature documents that both of these factors are related to Friday. Therefore, the number

of M&As is expected to exhibit a spike on Monday, stay relatively stable over the following

three days of the week, and sharply drop on Friday. This is precisely what I find when I plot

the M&A deal frequency by the day of the week (Figure 1a). The Monday deal percentage

(about 25%) indeed exceeds the percentage on Friday (about 14%), while the other days of the

week stay close to 20%. Importantly, the trend is becoming stronger over time. In recent years,

nearly 30% of deals are announced on Monday and only 10% on Friday, see Figure 2.

[Figure 1 ABOUT HERE]

Another expected pattern is related to the type of companies that are likely to act strate-

gically. Intuitively, private bidders do not have any reason to act in such a way if a target is

also private. Neither of the transaction parties can be directly affected by the stock market

reaction.18 On the other hand, public companies acquiring public targets are the category that

is most likely to take actions that maximize stock price. Figure 1b confirms the previous con-

jecture. Public-to-public transactions exhibit a strong deal clustering on Monday and a low

percentage of deals on Friday. In contrast, the distribution of private-to-private deals remains

nearly flat across the week.

[Figure 2 ABOUT HERE]

Table 2 presents detailed information on the day of week distribution of acquisition

18I recognize that there still could exist indirect channels, such as the link between media coverage and cost of
debt.
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announcements. It also reports the results of the chi-square goodness-of-fit tests for the deal

percentage against the uniform distribution across the week. The results are consistent with

the graphical evidence. The test rejects the null hypothesis that M&A deals are uniformly

distributed across the week in the full sample as well as in the public-to-public subsample.

This confirms the validity of the first hypothesis. However, the uniform distribution of deal

announcements could not be rejected in the control subsample of private-to-private acquisitions.

Moreover, the unreported chi-square test of independence performed on a set that combines the

full sample and the control sample confirms that the announcement day and the bidder public

status are not independent. Additionally, the chi-square goodness-of-fit test rejects the null

hypothesis that the day of the week distributions of deals with a public bidder and of those with

a private bidder are equal. In conclusion, it is likely that managers carefully analyze market

reaction and take actions to maximize the announcement outcome. The following sections

analyze this conjecture more formally.

[Table 2 ABOUT HERE]

5.2 Investor inattention

To test the Investor Inattention Hypothesis, I model the bidder propensity to announce a deal

on Friday (Monday) using logistic regression. The hypothesis states that investor inattention

(FI) induces managers to avoid Friday, which then increases their propensity to announce a

deal on Monday. The results are reported in Table 3. In the first two specifications (with

and without control variables), I explicitly model the probability of Friday announcements in

the full sample. The FI coefficients are significant and negative. This means that the ex-ante

measure of investor inattention on Friday predicts a lower propensity that investors announce

a deal on Friday. To illustrate the effect, an increase of one standard deviation in investor

inattention translates to a 4.1% decrease in the odds of announcing a deal on Friday relative to

the other days of the week (Regression 2).19

In the following two specifications, I focus on the subsample of Monday and Friday

announcements and analyze the choice between these two days. The regressions reveal that an
19The value is calculated as e−0.207×0.20− 1 = −4.06%. The decrease is equivalent to a 49% probability of

announcing a deal on Friday.
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increase in FI predicts a higher probability that managers choose Monday instead of Friday. An

increase of one standard deviation in investor inattention causes a 5.7% increase in the odds of

announcing a deal on Monday relative to Friday (Regression 4).

[Table 3 ABOUT HERE]

The analysis confirms that managers indeed consider investor attention when making a

decision about the M&A announcement date. The ex-ante measure of investor inattention on

Friday predicts both a lower probability that managers announce a deal on Friday and a higher

probability that they do it on Monday.

5.3 Adverse selection

The Adverse Selection Hypothesis postulates that the managers’ concern about the anticipated

negative market reaction to Friday announcements decreases the probability that they will an-

nounce M&A deals on this day of the week. To test this, I construct a measure of the managers’

concern (FAS) that is based on their propensity to avoid announcing good news on Friday (see

Equation (2)).

To test the hypothesis, I conduct a similar analysis as in the previous section, but I take

FAS as the main explanatory variable instead of FI. The logistic regression results are presented

in Table 4. The FAS variable is significant in all regressions. It predicts a lower probability that

managers announce a deal on Friday relative to the other days of the week. The effect is

also economically significant. An increase of one standard deviation in the managers’ concern

about adverse selection on Friday predicts a 5.8% decrease in the odds of announcing a deal

on Friday relative to the other days of the week (Regression 2).20 Also, FAS predicts a higher

probability that managers choose Monday instead of Friday (Regression 3 and 4). To quantify

it, an increase of one standard deviation of FAS predicts an increase of 7.5% in the odds of

announcing a deal on Monday instead of Friday (Regression 4).

[Table 4 ABOUT HERE]
20The value is calculated as e−0.313×0.19− 1 = −5.77%. The decrease is equivalent to 48.5% probability of

announcing a deal on Friday.
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In sum, I find evidence that the Adverse Selection Hypothesis holds. That is, managers

are indeed concerned about the negative market reaction to Friday announcements. When they

make a decision about when to announce an M&A deal, besides other factors, they also take

into account how investors might interpret such a choice.

5.4 Returns to announcement timing

Given the evidence that managers time M&A announcements to avoid the pitfalls of Friday, a

natural question is whether their strategic maneuvers actually pay off, or at least do not cause

stock price losses. To assess potential gains from such strategic decisions, I analyze the dif-

ference in the bidder abnormal returns between Monday and Friday while keeping the level of

the examined pre-announcement explanatory variables (FI and FAS) constant. Simply put, I

regress bidder cumulative abnormal returns on FI and FAS variables and their interaction terms

with the Monday dummy. This method enables me to effectively keep the variable level con-

stant while looking at the return that is a result of Monday itself. If managers are successful in

the M&A announcement timing, we should observe a positive (or at least non-negative) impact

on stock prices for the given level of FI or FAS. The results of the analysis are presented in

Table 5.

[Table 5 ABOUT HERE]

The first regression shows that bidder stock returns are not different between Monday

and Friday on average. However, this is not surprising because not all Monday announcements

are strategically timed. To estimate the effect of announcement timing (i.e. shift from Friday

to Monday), I look at the interaction between Monday and the incentive to engage in timing.

Firstly, I interact the Monday dummy with the measure of ex-ante investor inattention on Friday

(Regression 2). Then I look at the Monday interaction with the measure of managers’ concern

about the market adverse reaction to Friday announcements (Regression 3). Finally, I include

both interactions in the same regression.

Regression 2 reveals that the stock price effect of announcement timing is positive and

significant. Furthermore, it depends on the level of investor inattention, that is, the larger
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the potential inattention, the higher the benefits of announcement timing. This is an intuitive

result. Specifically, managers that observe FI at the level of the 99th percentile of the overall

distribution gain 1.16% by announcing a deal on Monday instead of Friday (Regression 2).21

The gain is 0.54% for FI at the 95th percentile, 0.12% at the 75th percentile and 0.02% at the

mean FI. I find no evidence of significant gains when the decisive factor to time announcements

is the possibility that the market might interpret the announcement as bad news, see Regression

3. Importantly, such a decision does not lead to negative stock returns either. The overall results

remain qualitatively unchanged when I include both announcement timing variables (and their

interactions with the Monday dummy) in the same regression.

6 Robustness tests

I document that M&A announcement timing explains a variation in the number of deals around

weekends. Nevertheless, there are several alternative factors that might explain the surge of

M&A announcements on Monday and a symmetric decrease in the deal count on Friday: deal

complexity, information leakage, and media coverage.

The Deal Complexity Hypothesis says that complex deals are typically finalized over

a weekend and announced on Monday because of extra workload and/or complicated nego-

tiation. To test it, I conduct a series of logistic regressions in which I model the managers’

propensity to announce a deal on Monday. All three measures have positive and statistically

significant coefficients when controlling for bidder and deal characteristics (year and industry

fixed effects included), see Table 6. The effect is economically significant too. An increase of

one standard deviation in deal size is related to a 17.8% increase in the odds of announcing a

deal on Monday, calculated at the average deal size (Regression 2).22 Similarly, an increase

of one standard deviation in the number of target advisors is related to a 13% increase in the

odds of announcing a deal on Monday (Regression 4). Regression 6 shows that the Monday

announcement odds for deals with the target termination fee are 44.8% higher than the odds

21It is calculated as 2.108×0.549, where the second number is the FI 99th percentile.
22The value is calculated as e0.099×ln( 2111.4+498.6

498.6 )− 1 = 17.8%, that is equivalent to the probability of Monday
announcement of 54.1%. Alternatively, a 100% increase in deals size is related to a 7.1% [= e0.099×ln(2)− 1]
increase in the odds of announcing a deal on Monday, regardless of the value that deal size is held at.
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for deals without it – a strong effect indeed.23 The deal complexity measures remain both

statistically and economically significant even when I use all three of them in the same regres-

sion (specification 7). The coefficients decrease substantially. However, such a sharp decrease

was expected because these three variables are correlated (e.g., correlation of deal size and the

number of target advisors is about 60%).

[Table 6 ABOUT HERE]

Next, I check whether the complexity argument could invalidate the announcement tim-

ing conjecture. I combine the analyses from Table 3 and Table 4 with the complexity expla-

nation. The results are shown in Table 7. Both ex-ante variables that explain the managers’

strategic behavior (FI and FAS) remain significant in all specifications. Friday inattention (FI)

and the managers’ concern about the adverse market reaction to Friday announcements (FAS)

predict a lower probability that deals are announced on Friday after controlling for either of

the complexity measures (Regressions 1-6). Also, FI and FAS a predict higher probability

that managers choose Monday instead of Friday in the subsample of Monday and Friday an-

nouncements regardless of deal complexity (Regressions 6-12). In sum, even though I find that

complex deals are indeed finalized over weekends and announced on Monday, this explanations

does not reject the announcement timing hypothesis.

[Table 7 ABOUT HERE]

Another explanation is that managers want to avoid stock price fluctuations caused by

information leakage during the negotiation process. In this case, weekends are a natural choice

for the deal closing. I use two variables as proxies for the sensitivity to information leakage: a

dummy variable equal to one for bidders with high stock price volatility and a dummy equal to

one when the target operates in the high-tech industry.24

The logistic regression results are presented in Table 8. I do not find evidence that

information sensitivity proxies predict a higher probability of Monday M&A announcements.

23The calculation with the standard deviation instead of the binary change (No→Yes) in target termination fee
yields 12.2%.

24I define high-tech industries as drugs (SIC codes 2833-2836), research and development services (8731-8734),
programming (7371-7379), computers (3570-3577), or electronics (3600-3674), as in Baginski et al. (2004).
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On the contrary, bidders that experienced a higher volatility of their stock price are more likely

to announce deals on Friday and less likely to do it on Monday (Regression 1 and 3). This

finding is inconsistent with the Information Leakage Hypothesis. However, it is consistent with

the conjecture that bidders with highly volatile shares actually prefer low attention periods to

avoid high swings in stock prices. On the other hand, bidders that announce acquisitions of

high-tech targets seem to avoid both Friday and Monday (Regression 2 and 4).

[Table 8 ABOUT HERE]

As expected, FI and FAS remain statistically significant predictors of lower probability

that managers announce deals on Friday even after controlling for high-volatility bidders and

high-tech targets (see Regressions 1-4, Table 9). Furthermore, FI and FAS predict a higher

probability that managers choose Monday instead of Friday in the subsample of Monday and

Friday announcements even in the presence of the additional two control variables (Regressions

5-8).

[Table 9 ABOUT HERE]

Additionally, in the unreported analysis I investigate whether media coverage of M&As

is higher on Monday. Getting more space on the media might induce managers to favor this

day of the week for deal announcements. I measure media coverage by the number of news

articles. The analysis reveals no evidence that Monday offers any benefit.

Finally, I check whether the managerial optimistic (pessimistic) perception of a deal is

correlated with Monday (Friday) announcements. The announcement timing conjecture pre-

dicts that managers that are optimistic about a deal are likely to avoid Friday pitfalls and an-

nounce it on the following Monday, while we should observe the opposite for less optimistic

ones. In the unreported analysis I model the deal completion probability using the Monday and

Friday dummies as the main explanatory variables. I also include the standard set of controls in

the regressions. I find that the Monday (Friday) dummy indeed predicts a higher (lower) com-

pletion probability in the full sample. Also, Monday deals are more likely to get completed

than those announced on Friday. This analysis confirms the conjecture that the managers’ per-

ception of deal quality determines their strategic decisions. In the other words, managers that
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are more optimistic about their deals avoid Friday pitfalls, while those less optimistic actually

do the opposite – they try to exploit the Friday inattention.

7 Conclusion

In this paper, I have investigated whether managers time acquisition announcements, what

drives such behavior, and whether their strategic moves pay off. To test this conjecture I ex-

ploited a sharp variation in the number of deals around weekends – an unusually high number

of deals on Monday (also known as Merger Monday) and a relatively low percentage of an-

nouncements on Fridays. I have found evidence consistent with managers timing their M&A

announcements in order to anticipate and avoid potential pitfalls, specifically, investor inat-

tention and the possibility that Friday announcements are interpreted as bad news. I have

also documented significant gains when managers attempted to avoid Friday investor attention.

However, there was no similar effect when the decisive factor was the possibility that the mar-

ket might interpret the announcement as bad news. I also tested a number of alternative factors

that could explain the day of the week pattern of M&A announcements (deal complexity, infor-

mation leakage, and media coverage). Even though I have found that some of them hold (deal

complexity), the announcement timing hypothesis could not be invalidated.

Overall, the results of this study show that information asymmetry and uncertainty about

deal quality are important concerns in the context of mergers and acquisitions. Managers do

take action to address these issues and avoid misinterpretation of deal qualities. Specifically,

when making a decision about the announcement time they take into account investor behav-

ioral biases (e.g. inattention) and the severity of the adverse selection problem.
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Table 1: Summary statistics

This table reports the summary statistics for the variables used in the analysis. The sample consists of acquisitions between
January 1990 and December 2016 with a bidder that is a U.S. public company and a target that is either a subsidiary, a
public or private company. I require that deal and bidder data is available in SDC, CRSP and COMPUSTAT. I collect
transactions with at least a $1 million deal value and are not labeled as recapitalizations, repurchases, self-tenders, or
exchange offers. All dollar amounts are expressed as CPI-adjusted December 2016 U.S. dollars. Continuous variables are
winsorized at the 0.25th and 99.75th percentile. CAR is the bidder cumulative abnormal return estimated using the Carhart
four factor model over days -280 to -31 and CAV is the bidder cumulative abnormal trading volume. Cash indicates that
the acquisition is financed with cash only. Competition, Completed and Cross-border are dummies indicating multiple
bidders, completed acquisitions and foreign acquisitions, respectively. Deal size is the total value of the transaction as
reported by SDC. Defense indicates that the target employs a defensive tactic to countervail a takeover attempt. FI is the
pre-announcement proxy of Friday inattention. FAS is the pre-announcement proxy of the adverse selection problem.
High volatility indicates bidders with above average stock price volatility, while High-tech indicates targets operating in
the high-tech industries. Friendly is a dummy equal to one if the attitude of the target management is friendly. Market cap
is the bidder firm market capitalization at the last fiscal year end before the acquisition announcement. Market-to-book
is the bidder firm market to book ratio at the last fiscal year end before the acquisition announcement. Private and Public
indicate a target that is a private or publicly traded firm, respectively. Relative size is the deal value to bidder market
capitalization ratio. ROA is the bidder firm return on assets from the last fiscal year before the acquisition announcement.
Same industry indicates that the bidder and the target are in the same 2-digit SIC industry. Subsidiary indicates a target
that is a subsidiary. Target advisors is the number of firms acting as a financial or legal advisor to the target. Target term.
fee indicates that the target is liable to pay a termination fee to the acquirer. Tender offer indicates a deal that is structured
as a tender offer. The detailed description of the variables is provided in Table A.1.

Monday & Friday Monday Friday
Mean Median St. Dev. Mean St. Dev. Mean Mean Diff.

CAR(-1,1) [%] 1.10 0.33 8.73 1.07 8.52 1.06 1.10 -0.038

Cash 0.29 0 0.46 0.30 0.46 0.31 0.28 0.023∗∗∗

Competition 0.016 0 0.13 0.020 0.14 0.023 0.016 0.0069∗∗∗

Completed 0.89 1 0.32 0.89 0.31 0.90 0.88 0.021∗∗∗

Cross-border 0.18 0 0.39 0.18 0.38 0.17 0.19 -0.013∗∗

Deal size [$ m] 498.6 60.0 2111.4 588.3 2393.0 696.5 399.4 297.1∗∗∗

Defense 0.028 0 0.17 0.032 0.18 0.034 0.028 0.0065∗∗

FI 0.0084 0.0073 0.20 0.0075 0.19 0.010 0.0023 0.0081∗∗

FAS 0.92 1 0.19 0.92 0.19 0.92 0.90 0.019∗∗∗

Friendly 0.97 1 0.17 0.97 0.18 0.97 0.96 0.011∗∗∗

High volatility 0.50 0 0.50 0.50 0.50 0.50 0.51 -0.016∗

High-tech 0.26 0 0.44 0.25 0.43 0.26 0.23 0.032∗∗∗

Market cap [$ m] 10007.7 823.4 35715.9 10287.2 35711.3 10284.1 10292.6 -8.50

Market-to-book 3.51 2.28 7.56 3.46 7.43 3.57 3.26 0.31∗∗

Private 0.47 0 0.50 0.46 0.50 0.46 0.46 -0.0031

Public 0.21 0 0.41 0.22 0.42 0.23 0.22 0.011

Relative size 0.38 0.089 1.06 0.39 1.04 0.40 0.37 0.030∗

ROA [%] 8.64 10.9 17.4 9.04 17.2 9.40 8.41 0.99∗∗∗

Same industry 0.40 0 0.49 0.40 0.49 0.39 0.40 -0.015∗

Subsidiary 0.31 0 0.46 0.32 0.47 0.31 0.32 -0.0077

Target advisors 0.93 0 1.31 0.98 1.36 1.08 0.81 0.27∗∗∗

Target term. fee 0.11 0 0.31 0.12 0.32 0.13 0.085 0.049∗∗∗

Tender offer 0.033 0 0.18 0.038 0.19 0.042 0.030 0.012∗∗∗

Observations 37635 14821 9426 5395 14821
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
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Table 2: M&A distribution by the day of the week

This table reports the frequency (Count) and percentage (Observed [%]) of M&A announcements by the day of the
week. It also reports the results of the chi-square goodness-of-fit test for the deal percentage against the uniform
distribution. The percentage is calculated as the weekday number of M&As relative to the total number of deals
announced. The table reports statistics for the full sample and public-to-public versus private-to-private deals.
Public-to-public deals are a subsample of the full sample, while private-to-private deals are extracted from the
control sample. The full sample consists of acquisitions announced between January 1990 and December 2016
with a U.S. bidder that is a publicly traded company and a target that is either a subsidiary, a public or private
company. The control sample contains deals with private U.S. bidders only.

Full sample Pub. bidder & Pub. target Priv. bidder & Priv. target

Expected [%] Count Observed [%] Count Observed [%] Count Observed [%]

Monday 20 9,426 25.1 2,609 27.0 1,254 20.5

Tuesday 20 7,876 20.9 1,915 19.8 1,240 20.3

Wednesday 20 7,515 20.0 1,882 19.5 1,265 20.7

Thursday 20 7,423 19.7 1,861 19.2 1,193 19.5

Friday 20 5,395 14.3 1,410 14.6 1,156 18.9

Observations 37,635 9,677 6,108

χ
2 1,100.6 373.4 6.9

p-value 0.000 0.000 0.141
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Table 3: Friday investor inattention and Friday/Monday M&A announcements

The table reports the results of logistic regressions that estimate the propensity for bidders to announce a deal on
Friday and Monday. The first two regressions estimate the propensity of Friday announcements in the full sample,
while the latter two model the likelihood that managers announce deals on Monday instead of Friday. The main
explanatory variable is the ex-ante measure of investor inattention. The detailed description of the variables is
provided in Table A.1. The sample consists of acquisitions between January 1990 and December 2016 with a
bidder that is a U.S. public company and a target that is either a subsidiary, a public or private company. The
main explanatory variable (FI) and the continuous control variables (deal size, the bidder market cap, market-to-
book ratio, and ROA) are winsorized at the 0.25th and 99.75th percentile. The standard errors are clustered by the
announcement year and are robust to heteroskedasticity.

All weekdays Monday vs. Friday

(1) (2) (3) (4)
Friday Friday Monday Monday

FI -0.213∗∗ -0.207∗∗ 0.313∗∗∗ 0.294∗∗∗

(0.084) (0.085) (0.097) (0.098)

ln(Deal size) -0.084∗∗∗ 0.145∗∗∗

(0.012) (0.014)

ln(Market cap) 0.029∗∗∗ -0.037∗∗∗

(0.010) (0.011)

Market-to-book -0.004∗∗ 0.004∗

(0.002) (0.002)

ROA [%] -0.000 0.002∗

(0.001) (0.001)

Cash -0.019 0.052
(0.034) (0.042)

Public 0.029 -0.076
(0.034) (0.054)

Competition 0.025 0.189
(0.138) (0.200)

Cross-border 0.045 -0.122∗∗

(0.048) (0.058)

Defense -0.037 0.207
(0.129) (0.147)

Friendly -0.247∗∗∗ 0.353∗∗∗

(0.073) (0.098)

Same industry 0.005 -0.016
(0.036) (0.042)

Tender offer -0.076 0.191
(0.077) (0.136)

Constant -0.831∗∗ -0.581 -0.347 -0.723
(0.330) (0.356) (0.436) (0.452)

Year FE Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes

Pseudo R2 0.01 0.01 0.01 0.03
Observations 37624 37462 14813 14756
Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
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Table 4: Concern about Friday adverse selection and Friday/Monday M&A announce-
ments

The table reports the results of logistic regressions that estimate the propensity for bidders to announce a deal on
Friday and Monday. The first two regressions estimate the propensity of Friday announcements in the full sample,
while the latter two model the likelihood that managers announce deals on Monday instead of Friday. The main
explanatory variable is the ex-ante measure of the anticipated adverse selection problem (FAS), i.e. the managers’
concern that investors might misinterpret the deal quality. The detailed description of the variables is provided in
Table A.1. The sample consists of acquisitions between January 1990 and December 2016 with a bidder that is a
U.S. public company and a target that is either a subsidiary, a public or private company. The main explanatory
variable (FAS) and the continuous control variables (deal size, the bidder market cap, market-to-book ratio, and
ROA) are winsorized at the 0.25th and 99.75th percentile. The standard errors are clustered by the announcement
year and are robust to heteroskedasticity.

All weekdays Monday vs. Friday

(1) (2) (3) (4)
Friday Friday Monday Monday

FAS -0.301∗∗∗ -0.313∗∗∗ 0.358∗∗∗ 0.382∗∗∗

(0.084) (0.086) (0.078) (0.080)

ln(Deal size) -0.084∗∗∗ 0.149∗∗∗

(0.011) (0.015)

ln(Market cap) 0.043∗∗∗ -0.052∗∗∗

(0.012) (0.013)

Market-to-book -0.006∗∗ 0.005
(0.003) (0.003)

ROA [%] 0.002 0.000
(0.002) (0.002)

Cash 0.002 0.014
(0.036) (0.042)

Public 0.034 -0.069
(0.034) (0.056)

Competition 0.074 0.170
(0.144) (0.202)

Cross-border 0.056 -0.116∗∗

(0.045) (0.057)

Defense -0.039 0.211
(0.129) (0.155)

Friendly -0.246∗∗∗ 0.350∗∗∗

(0.074) (0.096)

Same industry -0.031 0.000
(0.048) (0.055)

Tender offer -0.078 0.157
(0.074) (0.123)

Constant -0.514 -0.337 -0.723 -1.040∗

(0.439) (0.456) (0.576) (0.588)

Year FE Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes

Pseudo R2 0.01 0.01 0.01 0.03
Observations 31021 30976 12213 12194
Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01 29



Table 5: Announcement timing returns

This table reports the OLS regression results for the bidder 3-day event period abnormal stock returns (CAR).
It is calculated using the Carhart four-factor model with the parameters estimated over days [-280, -31]. The
main explanatory variables are the ex-ante measure of investor inattention (FI) and the ex-ante measure of the
anticipated adverse selection problem (FAS), i.e. the managers’ concern that investors might misinterpret the deal
quality. The detailed description of the variables is provided in Table A.1. The sample consists of acquisitions
between January 1990 and December 2016 with a bidder that is a U.S. public company and a target that is either a
subsidiary, a public or private company. The main explanatory variables (FI and FAS) and the continuous control
variables (deal size, the bidder market cap, market-to-book ratio, and ROA) are winsorized at the 0.25th and 99.75th

percentile. The standard errors are clustered by the announcement year and are robust to heteroskedasticity.

(1) (2) (3) (4)
CAR(-1,1) [%] CAR(-1,1) [%] CAR(-1,1) [%] CAR(-1,1) [%]

Monday -0.033 -0.056 -0.565 -0.539
(0.164) (0.167) (0.696) (0.698)

FI -0.190 -0.629
(0.502) (0.468)

Monday × FI 2.108∗∗∗ 1.651∗∗

(0.696) (0.791)

FAS -0.219 -0.195
(0.706) (0.707)

Monday × FAS 0.503 0.461
(0.722) (0.727)

Constant 2.897 2.907 0.567 0.570
(2.274) (2.260) (2.795) (2.794)

Controls Yes Yes Yes Yes

Year FE Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes

Observations 14764 14764 12199 12199
Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
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Table 6: Deal complexity

This table reports the results of logistic regressions that estimate the propensity for the bidder to announce an
acquisition on Monday. The main explanatory variables, which are proxies for deal complexity, are deal size, the
number of target advisors and the indicator equal to one when the target is liable to pay a termination fee to the
acquirer. The detailed description of the variables is provided in Table A.1. The sample consists of acquisitions
between January 1990 and December 2016 with a bidder that is a U.S. public company and a target that is either
a subsidiary, a public or private company. The main explanatory variables and the continuous control variables
(the bidder market cap, market-to-book ratio, and ROA) are winsorized at the 0.25th and 99.75th percentile. The
standard errors are clustered by the announcement year and are robust to heteroskedasticity.

(1) (2) (3) (4)
Monday Monday Monday Monday

ln(Deal size) 0.099∗∗∗ 0.081∗∗∗

(0.012) (0.014)

Target advisors 0.093∗∗∗ 0.025∗

(0.012) (0.013)

Target term. fee 0.370∗∗∗ 0.259∗∗∗

(0.050) (0.054)

Constant -1.534∗∗∗ -1.451∗∗∗ -1.439∗∗∗ -1.413∗∗∗

(0.331) (0.317) (0.316) (0.319)

Controls Yes Yes Yes Yes

Year FE Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes

Observations 37459 37459 37459 37459
Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
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Table 7: Deal complexity and announcement timing

The table reports the results of logistic regressions that estimate the propensity for bidders to announce a deal on Friday and Monday when controlling for deal complexity.
The first six regressions estimate the propensity of Friday announcements in the full sample, while the latter six model the likelihood that managers announce deals on Monday
instead of Friday. The main explanatory variables are the ex-ante measure of investor inattention (FI) and the ex-ante measure of the anticipated adverse selection problem
(FAS), i.e. the managers’ concern that investors might misinterpret the deal quality. The regressions also include deal complexity measures: deal size, the number of target
advisors and the indicator equal to one when the target is liable to pay a termination fee to the acquirer. The detailed description of the variables is provided in Table A.1. The
sample consists of acquisitions between January 1990 and December 2016 with a bidder that is a U.S. public company and a target that is either a subsidiary, a public or private
company. The main explanatory variables and the continuous control variables (the bidder market cap, market-to-book ratio, and ROA) are winsorized at the 0.25th and 99.75th

percentile. The standard errors are clustered by the announcement year and are robust to heteroskedasticity.

All weekdays Monday vs. Friday

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)
Friday Friday Friday Friday Friday Friday Monday Monday Monday Monday Monday Monday

FI -0.207∗∗ -0.210∗∗ -0.214∗∗ 0.294∗∗∗ 0.298∗∗∗ 0.293∗∗∗

(0.085) (0.084) (0.085) (0.098) (0.097) (0.096)

FAS -0.313∗∗∗ -0.311∗∗∗ -0.304∗∗∗ 0.382∗∗∗ 0.366∗∗∗ 0.353∗∗∗

(0.086) (0.084) (0.083) (0.080) (0.080) (0.079)

ln(Deal size) -0.084∗∗∗ -0.084∗∗∗ 0.145∗∗∗ 0.149∗∗∗

(0.012) (0.011) (0.014) (0.015)

Target advisors -0.085∗∗∗ -0.089∗∗∗ 0.145∗∗∗ 0.148∗∗∗

(0.016) (0.016) (0.017) (0.017)

Target term. fee -0.292∗∗∗ -0.329∗∗∗ 0.511∗∗∗ 0.545∗∗∗

(0.079) (0.081) (0.080) (0.083)

Constant -0.581 -0.650∗ -0.630∗ -0.337 -0.433 -0.411 -0.723 -0.618 -0.656 -1.040∗ -0.894 -0.929∗

(0.356) (0.353) (0.358) (0.456) (0.450) (0.452) (0.452) (0.429) (0.423) (0.588) (0.558) (0.550)

Controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Pseudo R2 0.01 0.01 0.01 0.01 0.01 0.01 0.03 0.02 0.02 0.03 0.02 0.02
Observations 37462 37462 37462 30976 30976 30976 14756 14756 14756 12194 12194 12194
Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
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Table 8: Information leakage

This table reports the results of logistic regressions that estimate the propensity for the bidder to announce an
acquisition on Monday and Friday. The main explanatory variables, which are proxies for the sensitivity to
information leakage, are the indicator of bidders with above average stock price volatility and the indicator of
targets that operate in the high-tech industries. The detailed description of the variables is provided in Table A.1.
The sample consists of acquisitions between January 1990 and December 2016 with a bidder that is a U.S. public
company and a target that is either a subsidiary, a public or private company. The main explanatory variables and
the continuous control variables (deal size, the bidder market cap, market-to-book ratio, and ROA) are winsorized
at the 0.25th and 99.75th percentile. The standard errors are clustered by the announcement year and are robust to
heteroskedasticity.

(1) (2) (3) (4)
Monday Monday Friday Friday

High volatility -0.050∗ 0.068∗

(0.029) (0.037)

High-tech -0.080∗∗ -0.125∗∗

(0.036) (0.056)

Constant -1.540∗∗∗ -1.541∗∗∗ -0.573 -0.589∗

(0.333) (0.330) (0.355) (0.354)

Controls Yes Yes Yes Yes

Year FE Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes

Pseudo R2 0.01 0.01 0.01 0.01
Observations 37459 37459 37462 37462
Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
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Table 9: Information leakage and announcement timing

The table reports results of logistic regressions that estimate the propensity for bidders to announce a deal on
Friday and Monday when controlling for information leakage. The first four regressions estimate the propensity
of Friday announcements in the full sample, while the latter four model the likelihood that managers announce
deals on Monday instead of Friday. The main explanatory variables are the ex-ante measure of investor inattention
(FI) and the ex-ante measure of the anticipated adverse selection problem (FAS), i.e. the managers’ concern that
investors might misinterpret the deal quality. The regressions also include measures of sensitivity to information
leakage: the indicator of bidders with above average stock price volatility and the indicator of targets that operate
in the high-tech industries. The detailed description of the variables is provided in Table A.1. The sample consists
of acquisitions between January 1990 and December 2016 with a bidder that is a U.S. public company and a target
that is either a subsidiary, a public or private company. The main explanatory variables and the continuous control
variables (deal size, the bidder market cap, market-to-book ratio, and ROA) are winsorized at the 0.25th and 99.75th

percentile. The standard errors are clustered by the announcement year and are robust to heteroskedasticity.

All weekdays Monday vs. Friday

(1) (2) (3) (4) (5) (6) (7) (8)
Friday Friday Friday Friday Monday Monday Monday Monday

FI -0.211∗∗ -0.208∗∗ 0.302∗∗∗ 0.292∗∗∗

(0.085) (0.085) (0.098) (0.098)

FAS -0.314∗∗∗ -0.306∗∗∗ 0.386∗∗∗ 0.378∗∗∗

(0.086) (0.085) (0.081) (0.080)

High volatility 0.070∗ 0.061 -0.101∗∗ -0.095∗

(0.037) (0.040) (0.051) (0.054)

High-tech -0.125∗∗ -0.164∗∗∗ 0.061 0.098
(0.056) (0.055) (0.064) (0.061)

Constant -0.575 -0.592∗ -0.338 -0.360 -0.737 -0.718 -1.050∗ -1.027∗

(0.356) (0.355) (0.459) (0.454) (0.456) (0.451) (0.595) (0.587)

Controls Yes Yes Yes Yes Yes Yes Yes Yes

Year FE Yes Yes Yes Yes Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes Yes Yes Yes Yes

Observations 37462 37462 30976 30976 14756 14756 12194 12194
Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
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Figure 1: M&A distribution by the day of the week

This figure plots the percentage of M&A announcements by the day of the week. The percentage is calculated as
the weekday number of M&As relative to the total number of deals announced. The figure plots the percentage for
the full sample (Figure 1a) and public-to-public versus private-to-private deals (Figure 1b). Public-to-public deals
are a subsample of the full sample, while private-to-private deals are extracted from the control sample. The full
sample consists of acquisitions announced between January 1990 and December 2016 with a U.S. bidder that is a
publicly traded company and a target that is either a subsidiary, a public or private company. The control sample
contains only deals with a private U.S. bidder.
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Figure 2: Day-of-week M&A distribution over time

This figure plots the percentage of M&A announcements on Mondays and Fridays over time. Other days of the
week are plotted only when exceed the percentage on Monday in the same year. The percentage is calculated as the
weekday number of M&As relative to the total number of deals announced. The sample consists of acquisitions
announced between January 1990 and December 2016 with a U.S. bidder that is a publicly traded company and a
target that is either a subsidiary, a public or private company.
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Appendix

A Variable definitions

Table A.1: Variable definitions and sources

This table defines variables used in the analysis. They are obtained directly from or constructed using
Compustat, CRSP, I/B/E/S and SDC.

Variable Definition Source

CAR(-1,1) Cumulative abnormal returns (in %) for the bidder firm from day -1 to day
1 calculated using the Carhart four-factor model. Model parameters are esti-
mated over days [-280, -31].

CRSP

Cash 1 for deals financed with cash only. SDC

Competition 1 when there is more than one bidder. SDC

Completed 1 for completed acquisitions. SDC

Cross-border 1 when the bidder and the target are not from the same country. SDC

Deal size Total value of the transaction (millions of US $). SDC

Defense 1 if the target employs a defensive tactic to countervail a takeover attempt. SDC

FAS Pre-announcement proxy of the severity of adverse selection, i.e. the man-
agers’ concern that the market might interpret Friday announcements as bad
news. It is defined as one minus the ratio of the number of quarterly EAs
over a 3-year period before the M&A announcement that beat the analyst
consensus forecast and are announced on Friday and the number of all quar-
terly EAs over a 3-year period before the M&A announcement that beat the
analyst consensus forecast.

I/B/E/S

FI Pre-announcement proxy of investor inattention on Friday. It is measured as
a difference between the day of the week average relative trading volumes
on Monday to Tuesday and the average relative trading volume on Friday.
The day of the week average relative trading volumes are calculated over a
one-year period before the announcement.

CRSP

Friday 1 when the acquisition is announced on Friday. SDC

Friendly 1 if attitude of the target management is friendly. SDC

High volatility 1 if the bidder stock price volatility is above the average. CRSP

High-tech 1 when the target operates in the following industries: drugs (SIC codes
2833-2836), research and development services (8731-8734), programming
(7371-7379), computers (3570-3577), and electronics (3600-3674), as in Ba-
ginski et al. (2004).

SDC

Market cap Bidder market capitalization [=Share price (PRCC F) × Number of shares
outstanding (CSHO)] at the last fiscal year end before the acquisition an-
nouncement, in millions of US $.

Compustat

Market-to-book Ratio of the bidder market capitalization to its book value of equity [=To-
tal shareholders’ equity (SEQ) + Deferred taxes and investment tax credits
(TXDITC) - Preferred stock liquidating value (PSTKL)] at the last fiscal year
end before the acquisition announcement.

Compustat

Monday 1 when the acquisition is announced on Monday. SDC
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Table A.1 – continued from previous page

Variable Definition Source

Private 1 when the target is a private company. SDC

Public 1 when the target is a publicly listed company. SDC

Relative size Ratio of the deal size to the bidder market capitalization at the last fiscal year
end before the acquisition announcement.

Compustat,
SDC

ROA Bidder firm return on assets [EBITDA / Book value of assets (AT)] at the last
fiscal year end before the acquisition announcement, expressed in %.

Compustat

Same industry 1 when the bidder and the target are in the same 2-digit SIC industry. SDC

Subsidiary 1 when the target is a subsidiary. SDC

Target advisors Number of firms acting as a financial or legal advisor to the target. SDC

Target term. fee 1 if the target is liable to pay a termination fee to the acquirer. SDC

Tender offer 1 when the deal is structured as a tender offer. SDC
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B News download

I use the Factiva database to download data on media coverage. I collect news in English with the region set to the
United States, and I filter out identical duplicates. To rule out concerns about the potential impact of the search
method, I collect news following two different procedures. Firstly, I require that the article contains both the exact
name of the bidder and the exact name of the target, as provided by the SDC database.25 Interestingly, SDC often
abbreviates certain words in the long company names. For example, it uses svcs instead of services, expl instead of
exploration, intl instead of international, and so on. When conducting the search, I manually replace these kinds
of abbreviations with the full words. I call this procedure the standard search. In the alternative procedure, I repeat
the search subtracting suffixes indicating the company type from company names, but at the same time I require
that both the bidder name and the target name appear in the first 100 words of the article.26 The subtracted suffixes
are Inc., Corp., Co., LLC, LC and Ltd.. This procedure addresses two possible issues: firstly, journalists might
omit suffixes from company names, and secondly, if the transaction parties are not mentioned at the beginning of
an article, then it is likely that the article itself does not talk about the M&A deal at all. I refer to this procedure as
the no-suffix search. The analysis results are not affected by the choice of download procedure.

25This is fairly simple to perform in Factiva using double quotes together with the and operator, e.g. “ABC
Inc.” and “XYZ Corp.”.

26This is fairly simple to perform in Factiva using double quotes together with the and and /F100/ operators,
e.g. (“ABC” and “XYZ”)/F100/.
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