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Abstract:

Purpose: This research aims to examine the impact of stock mispricing on
the financial performance of the acquiring firms during the period of the
announcement, and three years after the acquisition.
Design/methodology/approach: The research used the event study to
measure the financial performance of the acquiring firms. The research
sample consisted of 49 acquisitions made by 31 firms listed on the
Egyptian Stock Exchange during the period 2010-2019. To test the
hypotheses of the study, the Stucture Equation Modeling was used.
Findings: The results of the research concluded that acquisitions driven by
stock mispricing have no significant impact on acquires’ abnormal returns
during the announcement period. While, acquisitions driven by stock
mispricing have a positive and significant impact on acquires’ abnormal
returns during three years after the acquisition.

Keywords: Stock Mispricing, Acquisitions, and Financial performance.
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