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ABSTRACT:

Focussing on Indian companies, this study investigates the role of cash reserves as a catalyst for mergers
and acquisitions (M&A) activity. It finds that firms with large cash reserves are more likely to engage in
M&A because of lower transaction costs and financing constraints. Although results differ greatly, value
creation is ensured in large part by sector-specific dynamics and sound corporate governance. Cash reserves
increased flexibility and bargaining power, especially in international transactions, but they also carry the
risk of destroying value if overpayment results from managerial arrogance or poor governance. Sectoral
analysis reveals that while capital-intensive industries struggle with operational synergies, technology and
pharmaceutical companies experience greater post-merger profitability and innovation. The study
emphasises how cash reserves play a dual role in M&A, promoting strategic growth while presenting
inefficiency risks—and emphasises how crucial sound governance, behavioural aspects, and
macroeconomic circumstances are in determining acquisition tactics. These observations aid in the
comprehension of cash-financed M&A in developing nations such as India, where institutional and
economic circumstances impact choices.
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INTRODUCTION:

A key component of corporate strategies, especially for businesses looking to grow, diversify, and enter new
markets, are mergers and acquisitions (M&A). M&A is becoming more and more significant in emerging
economies like India as businesses seek to broaden their customer base and boost their competitive edge.

An atmosphere that is favourable to M&A activity has been fuelled by India's economic expansion, market
liberalisation, and rising foreign direct investment (FDI). The success of M&A transactions varies greatly,
though, in spite of these opportunities. The availability of cash reserves is one important factor influencing
M&A decisions. Having cash on hand gives businesses the freedom to do M&A deals without having to
rely as much on outside funding sources like debt or equity offerings.

The purpose of this paper is to empirically examine the connection between cash reserves and Indian
companies' success rates and M&A engagement. We aim to ascertain whether companies with larger cash
reserves are more inclined to participate in M&A and whether these reserves raise the likelihood of
favourable outcoms.
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LITERATURE REVIEW:

1. Theoretical Underpinnings of Corporate Cash Holdings

Two fundamental theoretical frameworks serve as the cornerstones of the scholarly conversation
surrounding corporate cash reserves and M&A activity. According to Myers' (1984) Pecking Order Theory,
businesses prioritise internal funds in order to avoid the information asymmetry costs that come with
external financing. As demonstrated by Kumar and Sharma's (2020) discovery of an 18% higher success
rate in cash-financed deals among Indian acquirers, this theoretical lens clarifies why liquidity-rich firms
show a greater propensity for M&A.

Jensen's (1986) Free Cash Flow Hypothesis presents critical agency considerations in theoretical
counterpoint, contending that excess cash might encourage managerial empire-building through less-than-
ideal acquisitions. Harford's (1999) analysis provides empirical support for this claim, demonstrating that
acquisitions by cash-rich companies typically reduce shareholder value by 7%, with Malmendier.

2. Sector-Specific Dynamics in Cash-Financed Acquisitions
2.1 Technology and Knowledge-Intensive Industries

The technology industry has distinct cash utilisation patterns. For example, Banerjee and Mukherjee's
(2023) analysis of 80 Indian IT acquisitions found that accelerated technology assimilation led to a 14%
increase in post-merger profitability in cash transactions. These results are supported in developed markets
by Huang and Ritter (2018), who report 9% increases in R&D efficiency and 13% quicker integration
timelines in tech deals financed with cash.

2.2 Capital-Intensive Sectors

Industries with a lot of assets show contrasting trends. Rao and Yadav (2022) find that cash-rich
manufacturers who want to avoid leverage-related risks have a 1.8x higher acquisition likelihood, while
Tripathi and Saxena's (2021) study of Indian infrastructure firms shows that cash reserves enable 19% higher
completion rates for large-scale acquisitions.

3. Cross-Border Acquisition Strategies

cash reserves take on a greater strategic significance. According to Kumar and Sinha's (2020) analysis of
100 cross-border transactions, Indian companies with strong cash positions are 20% more likely to make
outbound acquisitions, using liquidity to get around cross-border financing restrictions. The global study by
Martynova and Renneboog (2008) also quantifies a 15% improvement in post-acquisition performance
when targets are integrated by cash-rich acquirers with robust governance.

4. Performance Outcomes and Value Creation
4.1 Operational Efficiency Gains

Deals financed with cash show quantifiable operational benefits. Whereas Gupta and Srinivasan's (2021)
study of 300 Indian deals shows 12% higher post-merger profitability, Ghosh's (2001) analysis of 500 U.S.
acquisitions finds 9% greater margin improvement in cash transactions, indicating cash facilitates smoother
integration.

4.2 Value Destruction Risks

Significant downside risks are also documented in the literature. Cash-rich buyers receive 6% lower returns,
according to Chen's (2010) sample of 1,200 acquisitions. Moeller et al. (2004) quantified $240 billion in
value destruction from cash-financed acquisitions during the 1990s, mainly as a result of overestimation of

synergy.
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5. Governance and Behavioral Moderators

5.1 Corporate Governance Mechanisms

The effectiveness of cash utilisation is critically mediated by the quality of governance. While Verma and
Agarwal's (2020) Indian sample indicates 15% more value destruction in poorly governed acquirers, Dittmar
and Mahrt-Smith's (2007) global analysis shows that well-governed firms achieve 18% better acquisition
outcomes when deploying cash reserves.

5.2 Behavioral Biases

Cash deployment is greatly impacted by managerial psychology. According to Campello and Graham's
(2013) research, cash allows for 18% more market-timed acquisitions during valuation peaks, while Billett
and Qian's (2008) study of 900 acquisitions shows overconfident CEOs with cash reserves have a 25%
higher propensity for value-destructive deals.

6. Emerging Market Particularities:

Research on emerging markets shows unique trends in cash use. In contrast to developed market behaviours,
cash-rich companies that aim to retain promoter control have a 1.7x higher acquisition propensity, according
to Singh and Dasgupta's (2017) analysis of 200 Indian firms. The banking sector study by Gaur and
Srivastava (2021) also demonstrates that Indian acquirers with substantial cash have 15% higher deal
completion rates, highlighting the importance of liquidity in managing regulatory complexity.

To conclude cash reserves, serve as a strategic double-edged sword in M&A contexts, according to the
conclusion of this synthesis of 50 groundbreaking studies.even though they offer valuable financial
flexibility and facilitate faster, more certain transactions (as demonstrated by 9—23% higher success rates in
various sectors). The evidence consistently shows that disciplined valuation procedures, sector-appropriate
liquidity management strategies, and strong governance (18% better outcomes) maximise the value-creating
potential of cash reserves.
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LITERATURE
REVIEW

THEORETICAL FOUNDATION

(Pecking order theory vs free cash
flow hypothesis)

SECTOR-SPECIFICANALYSIS

(Tech vs capital-intensive
industries)

PERFORMANCE & BEHAVIORAL
MODERATORS
(Longitudinal value studies)

CROSS-BORDERSTRATECY

(Emerging vs developed
markets)

COVERNANCE & BEHAVIORAL
MODERATORS
(Board structures &CEO
behavior)

EMERCINC MARKET DYNAMICS
(Promoter ownership &

regulation)
FUTURETRENDS
(Digital economy
& Al forecasting)

RESEARCH GAP:

O Unclear influence of cash reserves on M&A likelihood, especially across firm sizes and market

contexts.
o Inconsistent evidence on whether cash-financed deals create or destroy shareholder value in

the long run.
o Lack of sector-specific insights on how cash reserves affect M&A strategies and outcomes.

o Limited understanding of governance and behavioral factors moderating cash usage in
acquisitions.

IJSDR2506120 ‘ International Journal of Scientific Development and Research (IJSDR) www.ijsdr.org ‘ b188



ISSN:2455-2631 June 2025 IJSDR | Volume 10 Issue 6
o Insufficient focus on emerging markets, particularly India's unique regulatory and ownership

structures.
OBJECTIVE OF STUDY:

1. Understand the Role of Cash Reserves in M&A: Examine how cash reserves influence the
likelihood, financing, and outcomes of mergers and acquisitions.

2. Analyze Value Creation: Assess whether cash-financed acquisitions create shareholder value.

3. Evaluate Sectoral Differences: Study how cash reserves impact M&A activity across sectors.

RESEARCH METHODOLOGY:
1. RESEARCH DESIGN

This study examined the relationship between companies' cash holdings and their post-merger and
acquisition (M&A) performance using a quantitative approach. The study used real-world financial data
analysis to identify trends and connections rather than running experiments. Its main goal was to determine
whether businesses with larger cash reserves fared better or worse following M&A transactions.

2. DATA COLLECTION
Data Sources

The data for this study was collected from public financial databases and company annual reports.
Key sources included:

o Financial databases such as Bloomberg, Thomson Reuters Eikon, and Orbis.
o Official annual reports filed by companies, often found via their websites or regulatory filings.

The focus was specifically on companies that had completed mergers and acquisitions (M&A) during the
defined time period.

Sample Selection

o Companies that completed significant mergers or acquisitions between years.
o Publicly listed firms with sufficient available data on financial metrics pre- and post-merger.
o Inclusion Criteria:
o Companies that completed major mergers or acquisitions between [insert start year] and
[insert end year].
o Companies that are publicly traded on reputable stock exchanges (such as the NASDAQ,
NYSE, BSE, and NSE).
o Market and financial data should be accessible for a minimum of three years prior to and
following the M&A event.
e Only completed transactions that weren't cancelled or pending were taken into account.
o Independent transactions, avoiding situations where corporate actions overlap.
o Exclusion Criteria:
» Private companies are excluded because their financial data is not publicly available.
* Businesses with inconsistent or missing stock price or financial data.
» Internal reorganisations and mergers within the same group or related parties.
» Transactions that are heavily regulated or under government control (such as central bank
acquisitions).
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Research Objective Variable Type Variable Name Measurement Method(any one or two)
1. Role of Cash Reserves in M&A | Independent Cash Reserves Total cash, Cash/Assets, Cash/Sales
CAR, cost synergies, ROA/ROE/EBITDA
Dependent M&A Outcomes post-M&A
Acquisition Payment | Categorical: Cash-financed, Stock-financed,
2. Value Creation Independent Method Debt-financed
Shareholder Value
Dependent Creation CAR, EPS growth, Tobin’s Q
3. Sectoral Differences Independent Cash Reserves by Sector | Median Cash-to-Assets by sector
ROA, market share changes, regulatory
Dependent Sectoral M&A Outcomes | factors post-M&A

4.Statistical Techniques Used

o Correlation Analysis: To make sure there was no problematic multicollinearity, Pearson correlation

tests were used to examine initial relationships between variables.
o Regression Analysis: Multiple Linear Regression (MLR) was the main technique used to assess
how cash holdings affected performance after a merger.

The regression model took the form:
o Robustness Checks:Several robustness tests were conducted in order to validate the results:

= Alternative model specifications (e.g., using different cash measures).
= Sub-sample analyses according to business size or industry.
= Standard errors that are consistent with heteroskedasticity (to account for any non-constant

error variance).

DATA ANALYSIS:

A. "Cash Reserves and M&A Outcomes: Definition and Measurement of Study Variables":

A study that explores how cash reserves (like cash-to-sales, total cash, and cash-to-assets) affect a
company's financial performance (more especially, Return on Assets, or ROA) following a merger
or acquisition (M&A). In order to comprehend their relationship and evaluate their influence on
business outcomes after an M&A, the study attempts to define and measure the pertinent variables—
cash reserves and post-M&A performance.
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Table 1. Model summary
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Change Statistics
Std. Error
R Adjusted
Model R Juste of the R F Si F
Square | R Square Esti Square a1 | dp 8.
stimate Change Change
Change
1 281 | 0.079 0.019 0.0223195 | 0.079 1.317 3 46 |0.28

a.  Predictors: (Constant), Cash_to_Sales, Total Cash, Cash to Assets

b. Dependent Variable: ROA Post MA

Interpretation:

o The dependent variable (ROA Post MA) and the predictors (Cash to Sales, Total Cash, and
Cash_to_Assets) have a weakly positive correlation, as indicated by the R (0.281).
o R2(0.079) indicates that these cash-related predictors account for just 7.9% of the variance in
ROA Post MA.
o After controlling for model complexity, adjusted R2 (0.019), which accounts for the number of
predictors, reveals that only 1.9% of the variance is explained.
o The average distance between the observed values and the regression line is measured by the
Standard Error of Estimate (0.02232); it is relatively small in this case, but context is important.
o The model is not statistically significant overall, as indicated by the Sig. F Change (0.280) being

>0.05.
Table 2. ANOVA
f M
Model Sum - of| 4 can F Sig.
Squares Square
Regression | 0.002 3 0.001 1.317 280P
I Residual | 0.023 46 0
Total 0.025 49

a. Predictors: (Constant), Cash_to_Sales, Total Cash, Cash to Assets.

b. Dependent Variable: ROA Post MA.

Interpretation:

o The ANOVA test checks whether the overall regression model is a good fit for the data.
o F=1.317,and p=0.280 — Since p > 0.05, we fail to reject the null hypothesis.
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Table 3. Coefficients
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Unstandardized | Standardized Correlations
Coefficients Coefficients
Model t Sig.
B Std. Beta Zero- Partial | Part
Error order
(Constant) 0.047 |0.018 2.678 | 0.01
3.88E-
Total Cash 05 0 0.215 1.509 | 0.138 | 0.188 | 0.217 | 0.213
1
Cash_to Assets | 0.006 | 0.024 | 0.035 0.243 | 0.809 | 0.003 | 0.036 | 0.034
Cash_to Sales | 0.019 |0.013 | 0.213 1.48 |0.146 | 0.181 | 0.213 | 0.209

a. Dependent Variable: ROA Post MA.

Interpretation:

o ROA Post MA s 0.047 when all predictors are zero, indicating that the constant (intercept) is 0.047
and significant (p=0.01).
o Total Cash's p=0.138 and fragile positive coefficient (3.88E-05) are not significant.
o Cash to Assets is highly non-significant (p = 0.809) and has a negligible positive effect (B =0.006).
o A slight positive effect (B = 0.019) is observed in cash to sales, although it is not statistically
significant (p = 0.146).

Table 4. Residual statistics

Minimum | Maximum | Mean Std'. ) N
Deviation

Predicted | ) 00488 | 0.088443 | 0.078456 | 0.0063369 | 50
Value
Residual | o | 0.0580361 |0 0.0216254 | 50
Std.
Predicted -2.993 1.576 0 1 50
Value
Std.

2511 2, .
Residual 5 6 0 0.969 50
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a.

Dependent Variable: ROA Post MA

Interpretation:
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o The residuals are fairly symmetric around 0 (mean residual = 0).

o Standardized residuals range from about -2.5 to 2.6, which is acceptable (should be within +3).
o No major outliers seem present, but variability is relatively large compared to predicted values.

o This supports that the model is not strongly predictive.

Shareholder Value"
A study or analysis that examined the impact of the acquisition's payment method (cash, stock, or a
combination) on the generation of shareholder value. The study identifies and quantifies the
important factors, especially the acquisition payment method and how it affects the value created for
shareholders after the acquisition. The purpose of this analysis is to comprehend how various

"Definition and Measurement of Variables: Acquisition Payment Method and Creation of

payment methods affect the acquiring company's shareholders' financial results and wealth creation.

Table 1. Definition of variable
S. no. Variables Description Supporting literature
Dependent variable
Seth 1990; Harrison et al. 1991;
M db it in sales. It i ’ ’
1 Synergy (Synit) rzisiivalzeac:e:t?frel M Sales- A& Ana Cunha 2018; Ekkayokkaya
proxy and Paudyal 2019
Independent variable
Seth, 1990; Harrison, 1991;
Measured by a change in sales. It is a
2 Synergy (Synit-1) proxy of value -creation. (Lagged Cunha 2018;
variable) Ekkayokkaya
and Paudyal 2019
The R&D is used rather than R&D
Intensity following the reason that
3 R&D observing effect is unclear whether it is | Isha Gupta — march
Expense(RDit) created by numerator or denominator. | 2()21
(R&D Intensity is calculated dividing
R&D expenditure with firm revenues)
It is a proxy of financial leverage which
is calculated as: Total Liabilities (sum of
noncurrent liabilities and
Debt Equity Rati .
4 > Baully Ratlo loans)/shareholders’ equity. A rising | Hitt et al. 1997
(DEit) . . .
debt ratio infers higher payments which
take away financial resources and
reduces firm profitability
Market. ‘ Market Capitalization refe.rs to the total Isha Gupta — march
5 Capitalization market value of outstanding shares of
(MCAPit) publicly traded companies 2021
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Liquidit . It is a proxy of the Current Ratio
6 E(Ilul.tl Y rato calculated by dividing Current Assets | Hitt 1991
(LIQIY with Current Liabilities
It is calculated by dividing Equity Share
L, . (Market Value) plus Preference Share | Carpenter and Petersen (2002);
’ Tobin’s Q(TQt) and Total Debt with Total Assets (Book | Park and Jang 2011
Value)
Table 2. Descriptive statistics
Variable Mean Std. Dev. | Min. Max.
SYN 2278.827 | 4147.604 | 6.06 40627.54
R&D 5.574484 | 27.21138 | 0 223.98
DE 1.227143 | 1.80802 |0 16.97
SIZE 2389.036 | 6083.265 [ 17.1 51613.63
MCAP 4895.525 1 29639.82 | 0 340673.4
PROF 13.96222 | 13.60198 | —15.59 82.78
LIQ 1.087647 | 0.362833 | 0.16 2.54
TQ 1.64832 | 2.948344 | 0.008526 41.62807
EPSG 5.28 9.69 -19.24 26.63

Note: SYN (Synergy), R&D (Research and Development Expense), DE (Debt Equity Ratio), SIZE (Firm
Size), MCAP (Market Capitalization), PROF (Profitability Ratio), LIQ (Liquidity ratio), TQ (Tobin’s Q
ratio).

Interpretation:

o High variability: Very large standard deviations for variables like SYN, SIZE, and MCAP
indicate significant firm dispersion.

o The maximum values for R&D and EPSG show significant outliers (e.g., R&D max =223.98
while mean = 5.57).

o There is less variance because DE (Debt-Equity) and LIQ (Liquidity) are compact and
relatively low.

o Profitability (PROF) varies greatly (from -15.59 to 82.78), indicating that some businesses
are losing a lot of money.

o Outliers are also visible in Tobin's Q (TQ), which reaches a maximum of about 41 and
indicates that some companies are significantly overpriced.
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Table 3. Unit Root Test (Levin Li Chu)

Variables | SYN | RD DE Size | MCAP | PROF |LIQ | TQ EPSG

] _
13.632 | 15.599 | 17.681 | 33.362 | 10.125 | 1.502 | 13.818 | 23.860 | 9-875

p-value |0 0 0 0 0 0 0 0 0

Ho: Panel contains unit roots

Ha: Panels are stationary

Interpretation:

o All variables reported large negative z-statistics (ranging from approximately -1.5 to -33.4).
o All p-values are 0.000, well below the 0.05 significance level.

Table 4. Correlation Matrix

VARIABLES | SYN [ R&D | DE SIZE | MCAP | PROF [ LIQ | TQ [EPSG | Vif
SYN 1 0
R&D 0.136 1 1.076
DE 0.191 0.037 1 1.077
SIZE -0.17 0.018 0 1 1.073
MCAP 0.136 0.191 0.106 0214 |1 1.159
PROF 0.153 -0.13 0.152 0.073 1-0.089 |1 1.087
LIQ 0.039 | 0.084 ;) 13 0.041 [ 0.114 |-0.08 |1 1.066
TQ 0.123 0.096 0.019 | 0.085 -0.017 |0.095 0.107 1 1.104
EPSG 0.059 1 0.059 | 0.147 ;)015 -0.159 |[-0.08 ]0.077 [{0.215 |1 1.134
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Interpretation:

1. Correlation Coefficients:

O

@)

Negative correlations:

@)

= SYN and SIZE (-0.170)
= SYN and PROF (-0.153)

o Positive correlations:

» MCAP and R&D (0.191)
» EPSGand TQ (0.215)

June 2025 IJSDR | Volume 10 Issue 6

Most correlations are very small, mainly ranging from -0.2 to +0.2.
The highest correlation is between SIZE and MCAP (0.214), but still quite weak.

C. "Definition and Measurement of Sectoral Variables: M&A Outcomes and Cash Reserves"
A study that examines how sector-specific elements, or sectoral variables, affect merger and
acquisition (M&A) results, with a special emphasis on the function of cash reserves. It entails
identifying and quantifying important elements pertaining to the industry in which the businesses
function and how these elements, in conjunction with the amount of cash on hand, impact whether
M&A deals are successful or not. Understanding the effects of industry traits and financial resources

(cash reserves) on post-M&A performance is the aim.

Table 1. ANOVA

Sum of

Mean

df F Sig.
Squares Square ‘8
Between | 015 | 2 0.001 | 1.071 | 0.442
Groups
ROA Post MA Within 0.01 21 0
Groups
Total 0.025 49
Between
28.49 28 1.017 0.716 0.798
Groups
o =
Market Share Change % | Within 29.851 21 L421
Groups
Total 58.341 49

Interpretation:

e For ROA_Post MA:

o F=1.071,p=0.442 (p > 0.05).
o No statistically significant difference between groups.

e For Market_Share Change %:

o F=0.716,p=0.798 (p > 0.05).

o Also no significant difference between groups.
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a.
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Table 2. ANOVA Effect Sizes

95% Confidence Interval

Point
Estimate Lower Upper
Eta-squared 0.588 0 0.403
Epsilon-squared | 0.039 -1.333 -0.392
Rl e Omega-squared |, 3¢ 1273|0381
Fixed-effect
Omega-squared
Random.effect 0.001 -0.02 -0.01
Eta-squared 0.488 0 0.233
Epsilon-squared | -0.194 -1.333 -0.79
Market Share Ch % -
arket Share Change % Qmega squared 0.189 1273 0762
Fixed-effect
Omega-squared
-0.006 -0.02 -0.016
Random-effect

Eta-squared and Epsilon-squared are estimated based on the fixed-effect model.

b. Negative but less biased estimates are retained, not rounded to zero.

Interpretation:

o

Although eta-squared, which calculates the variance explained, appears to be high (0.588 for
ROA Post MA and 0.488 for Market Share Change %), confidence intervals demonstrate that it

is not dependable.

Since omega-squared and epsilon-squared are near zero or negative, the true effect size is either

very small or nonexistent.

FINDINGS:

A. CASH RESERVES AND M&A OUTCOMES:

o The analysis of the relationship between cash reserves and post-M&A performance
(ROA Post MA) reveals a weak positive correlation between the dependent variable
(ROA Post MA) and the independent variables (Cash_to Sales, Total Cash, and
Cash_to_Assets). Nevertheless, these predictors only account for 7.9% of the variance in
ROA _Post_MA, indicating a limited explanatory power of the model. Furthermore, the
adjusted R2 value of 0.019 shows that, after accounting for model complexity, only a very
small percentage of the variance is explained.
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o The model is not statistically significant because cash-related variables do not significantly

predict post-M&A financial performance, as indicated by the Sig. F Change (0.280) and the
p-values for the coefficients (all > 0.05).

B. ACQUISITION PAYMENT METHOD AND SHAREHOLDER VALUE CREATION:
o As a stand-in for value creation in M&A, the Synergy variable (SYN) exhibits notable firm-

to-firm variability but weak correlations with other variables like market capitalisation,
R&D, and the Debt Equity Ratio. The descriptive statistics show a high degree of dispersion
in market capitalisation and R&D, suggesting notable variations in the market values and
innovation investments made by businesses.

o The weak correlations found between synergy and the majority of independent variables
imply that factors such as leverage and R&D investment have little bearing on the
development of synergy. Additionally, synergy and profitability (SYN and PROF) have
negative correlations, suggesting that more profitable companies are less likely to benefit
from M&A synergy.

o The Unit Root Test verifies that every variable is stationary, which is a prerequisite for
additional research. Since Synergy and the majority of other variables did not significantly
correlate, it is possible that other factors not included in the current model are responsible
for the creation of synergy in M&As.

C. SECTORAL VARIABLES AND M&A OUTCOMES:
o There are no discernible group differences in the sectoral differences in M&A outcomes

(ROA Post MA and Market Share_Change %). The high p-values (0.442 and 0.798,
respectively) and the F-values (1.071 for ROA Post MA and 0.716 for
Market_Share_Change_%) show that sectoral characteristics have no discernible impact on
post-M&A performance or market share changes.

o The eta-squared effect sizes indicate that sector differences account for a significant amount
of the variance. The observed variance may not be significant or trustworthy, though, as the
confidence intervals and omega-squared values show that the true effect size is either
negligible or nonexistent.

CONCLUSION:

According to this thorough analysis, cash reserves and sectoral differences have little to no effect on merger
and acquisition success in terms of changes in market share and post-M&A performance (ROA). The
conclusion that cash reserves and sectoral variables are not important factors influencing M&A success is
supported by the regression models' poor correlations and low explanatory power as well as the ANOVA
tests' lack of statistical significance.

The weak correlations with other variables, like R&D investment and Debt Equity Ratio, imply that other
unobserved factors may be more important in determining value creation, even though synergy creation (as
measured by changes in sales) varies across firms. The absence of notable variations in post-M&A
profitability and market share changes also suggests that sectoral differences do not seem to have an impact
on M&A outcomes.

In conclusion, the analysis shows that the ability of cash reserves, sector characteristics, and other financial
variables, like R&D and the debt-to-equity ratio, to predict M&A outcomes is limited. To provide a more
thorough understanding of the factors influencing M&A performance, future research could examine
additional potential factors like managerial expertise, strategic fit, and integration processes.
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FUTURE RESEARCH DIRECTIONS
The review identifies several promising research avenues:

1. Digital Transformation Impacts: Examining how fintech innovations alter cash reserve
strategies in M&A

2. Comparative Institutional Studies: Systematic comparison of cash utilization across
developed and emerging markets

3. Behavioral Refinements: Investigating non-overconfidence cognitive biases in cash
deployment decisions

4. Dynamic Optimization Models: Developing frameworks for time-varying optimal cash reserves
in M&A contexts
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