

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
				
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Information Production by Investment Banks: Evidence from Fairness Opinions

	
    
        
            
            







    
    










    
    
    
    











			
                    AFA 2008 New Orleans Meetings Paper
 
                    Journal of Law and Economics, Forthcoming
 
        

    
	

	
	
		
		
			58 Pages
		
		

		Posted: 17 Mar 2007
		
			Last revised: 15 May 2012
		
		
	

	
		
			
			




	See all articles by Matthew D. CainMatthew D. Cain
Berkeley Center for Law and Business
David J. Denis
University of Pittsburgh


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: May 1, 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We analyze a direct product of the investment banking process: target firm valuations disclosed in the fairness opinions of negotiated mergers. On average, acquirer advisors exhibit positive valuation errors that are significantly greater than those of target advisors. Top-tier advisors produce more accurate valuations than lower-tier advisors, but we find no relation between valuation accuracy and the contingency structure of advisory fees. The stock price reactions to merger announcements and to the public disclosure of target-sought fairness opinions are positively related to the difference between target firm valuations contained in the fairness opinion and the merger offer price. We conclude that investment banks produce information not previously available to market participants through the rendering of target-side fairness opinions. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: fairness opinions, investment banks, contingent fees, mergers, valuation

	
	

	
    

    
	

	
	
		JEL Classification: G24, G34

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Cain,  Matthew D. and Denis,  David J., Information Production by Investment Banks: Evidence from Fairness Opinions (May 1, 2012). AFA 2008 New Orleans Meetings Paper, Journal of Law and Economics, Forthcoming,  Available at SSRN: https://ssrn.com/abstract=971069 or http://dx.doi.org/10.2139/ssrn.971069 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Matthew D. Cain (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Berkeley Center for Law and Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Berkeley Center for Law and Business  ( email )

			

			
			
				
				
				
					215 Boalt Hall
Berkeley, CA  94720-7200
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						David J. Denis

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Pittsburgh  ( email )

			

			
			
				
				
				
					Katz Graduate School of Business
Pittsburgh, PA  15260
United States
412-648-1708 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      886

			

		
		
		
			Abstract Views

			    4,273

		

		
		 
		
			Rank

			   49,988

		

		
	


	
		
            
            	       14 Citations
		

	

	
		
			
				       19 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    American Finance Association Meetings (AFA)

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                American Finance Association Meetings (AFA)

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,238

                                    

                                    
                                        PAPERS

                                            1,056

                                    

                                

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Accounting, Corporate Governance, Law & Institutions eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Accounting, Corporate Governance, Law & Institutions eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,780

                                    

                                    
                                        PAPERS

                                           11,788

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Vernon J. Richardson at University of Arkansas at Fayetteville

                                    

                                
                            

                        

                    

                
	
                    Corporate Law: Corporate & Financial Law: Interdisciplinary Approaches eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Law: Corporate & Financial Law: Interdisciplinary Approaches eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,744

                                    

                                    
                                        PAPERS

                                            5,380

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        James A. Fanto at Brooklyn Law School and Co-Director of the Center for the Study of Business Law & Regulation

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Market for Corporate Control: The Scientific Evidence

                        
                            By
                                
                                
                                    
                                    Richard S. Ruback
                                     and 
                                
                                    
                                    Michael C. Jensen
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        New Evidence and Perspectives on Mergers

                        
                            By
                                
                                
                                    
                                    Gregor Andrade, 
                                    
                                
                                    
                                    Mark L. Mitchell, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Do Managerial Objectives Drive Bad Acquisitions?

                        
                            By
                                
                                
                                    
                                    Randall Morck, 
                                    
                                
                                    
                                    Andrei Shleifer, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Stock Market Driven Acquisitions

                            
                                By
                                    
                                    
                                        
                                        Andrei Shleifer
                                         and 
                                    
                                        
                                        Robert W. Vishny
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Stock Market Driven Acquisitions

                            
                                By
                                    
                                    
                                        
                                        Andrei Shleifer
                                         and 
                                    
                                        
                                        Robert W. Vishny
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Poison or Placebo?  Evidence on the Deterrent and Wealth Effects of Modern Antitakeover Measures

                            
                                By
                                    
                                    
                                        
                                        Robert Comment
                                         and 
                                    
                                        
                                        G. William Schwert
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Corporate Performance Improve after Mergers?

                            
                                By
                                    
                                    
                                        
                                        Paul M. Healy, 
                                        
                                    
                                        
                                        Krishna Palepu, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Corporate Cash Reserves and Acquisitions

                            
                                By
                                    
                                    
                                        
                                        Jarrad Harford
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Managerial Performance, Tobin's Q, and the Gains from Successful Tender Offers

                            
                                By
                                    
                                    
                                        
                                        Larry H.p. Lang, 
                                        
                                    
                                        
                                        Ralph A. Walkling, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.098 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
