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2008). From the acquirer’s perspective, the rationales for engaging in M&A activities are diverse 

Although the Board of Directors’ approval is required in financing



organizations to be able to succeed in today’s business environment (Hayward & Hambrick, 1997; 

2016). Although a CEO’s execution skills and general ability quite unsurprisingly have been shown 



acquisitiveness which refers to CEOs’ tendency to pay high or low premiums as well as their 

Lastly, we briefly recap the study’s background, main findings and present the conclusions.
 



Smith’s book called 

to manage the owners’ (i.e. the principals’) investments. Rational agents make decisions that best 

of firms’ top management, who have their own private incentives which may not be in line with 

1987; Jensen, 1986; Harford, 1999). For example, there is empirical evidence for “empire building”, 



ated in top managers’ preferences to finance projects, such as M&A activities, using internally 

the firm’s stock is overvalued in order to take advantage of a temporary mispricing by the financial 

more likely to initiate “low benefit” and even value destroying M&A activities

making process relating to a firm’s financing

is also founded on the idea that behavior is the result of conditioning which stems from interaction with one’s 



6, p. 214) puts it: “Management intentions may be fully consistent with honorable 
of corporate assets, but actions need not always turn out to be right”. Malmendier 



to view others as an extension of one’s self. According to Zhu and Chen (2015), the lit



During the early 1980s and 1990s, Goldberg (1990; 1993) coined the concept of “Big Five Factors” 

(Goldberg, 1990; 1993; De Raad & Mlačić, 2017). That being said, the Big Five personality trait 



(2007). Authors’ own visualization. 

and biases into two groups, namely “bright 
side” and “dark side” traits, and subsequently study both their positive and negative effects. The 

narcissistic individuals are sometimes referred to as “disagreeable extraverts” seeing that they

detect connections between a CEO’s personality and the dynamics of the top management team 



(2009, p. 369), defined conscientiousness as “the propensity to follow socially 

gratification”. Moreover, Judge 

Moreover, Bartley and Roesch (2011) argue that “the persistent, self

rs” (p. 82). This is corroborated by Penley and Tomaka (2002) who show 





on to procedures and policies. This is further supported in “work psychology” studies where the 

uld expect, a CEO’s execution skills and general ability have been shown to 

characteristics predominantly stem from conscientious individuals’ need to collect compelling 

their target firm’s and ultimately destroy more value than other CEOs (Roll, 1986; Hayward and 

consideration would add, as opposed to destroy, value for the firm’s shareholders and 



 



ict regulation standards that in turn restrict the CEO’s 

By using Fama and French’s 12 industry classifications, the industry code 11 (Money, Finance, SIC codes: 6000



ls amounting to less than 5% of the acquirer’s market capitalization were excluded 
since the transaction needs to be significant enough to require the CEO’s active participation; a 

when analyzing an individual’

CEOs at the time of an acquisition, i.e. “co CEOs”, the transaction was excluded from the sa

the acquirer firm CEO summarizes their respective company’s quarterly earnings and answers 

(2018), a CEO’s personality co

of “a 15
moderator assigns questions to the management team.”



unscripted (i.e. it represents improvised spoken language), why a CEO’s personality traits are 

of not only the CEO’s input, but perhaps als



et al.’s 

of ranking models in the context of personality analysis is fitting because of the argument that “by definition, 

ulation is not.” (Mairesse 

’s output, and 

1.001 1.002 … … 6.998 6.9991



’s (2007) algorithm, and that the entire 

dividual’s personality is 

s (e.g. “yes” or “correct”, which CEOs may give to very short questions) that would 
have affected the algorithm’s personality assessment if the sample would have been too small. 



of data as a basis for assessing the CEOs’ pers

individual’s personality in broad and overarching terms, a conscientious individual is also bound 



individuals themselves) and independent observers. The authors also tested the models’ predictive 

showed that their “support vector machine model”

firms’ stock prices in connection with corporate events such as M&A anno

acquirer’s stock price is expected to increase as a result of the transaction and vice versa. 

Generally, the researcher chooses to study the stock market’s reaction over a short or a long time 

horizons are sensitive to the researchers’ cho



run market reactions are “persistent and indicative of future returns” 

consideration of a “run ” period (cf. Schwert, 1996). The consequence of taking a run



subtracting the “normal” benchmark
from the acquirer’s daily closing stock price. To elaborate, Hayward and Hambrick (1997) point 

ing the particular security’s future returns, while a negative abnormal return indicates lower 
investor expectations. The data regarding the acquirer firm’s daily stock price, dividends and stock 

ARit= Rit - E(Rit | Xt)

the “normal return model”, measured through the market model as the market return. 

There are several models that estimate the “normal return” 

viewed as superior since it excludes “the portion of the return that is related to variation in the market’s return” (p. 



1500®, and the firm’s st i.e. α
β σεi

2

that represents “normal performance” (MacKinlay

“normal performance”. The estimation window is set at 150 days and ends prior to the 30

measuring “normal performance” with an extended estimation period (cf. Malmendier & Tate, 

Rit= αi+βiRmt+εit
E(εit=0) var(εit) =σεi

2

, the α , β σεi
2

the ε is the disturbance term.



CARi(t 2,t 3) = ARit

t 3

t = t 2

, 2004; 2005). Hence, α is 
set to zero and β to one, meaning that no estimation period is needed in this case. However, 

premium is measured by subtracting the target’s 4

their view of the target’s value when replacing the incumbent 
target’s inefficiencies (Fama, 1980), as well as the acquirer’s own perception of its ability to realize 

While premiums are interesting from the acquiring firm’s perspective, they can also be considered 

The initial bid price in this case, is the very first bid offer in a M&A deal’s transactional process. Hence, at the time 



Pi=
1
n

Pi

-1

t = -20

Pi

BPi=
(Bi - Pi)

Pi

ratio in which the market value of the acquiring firm’s stock offered 

week average of the target’s daily 

premium based on the target’s average stock price over a period longer than one month prior to 

effects (Eckbo, 2009). Further, the target’s stock price one day prior the announced transactions 

We do this adjustment by dividing the acquirer’s 
dance with Fama and French’s 

Eckbo and Langohr (1989) use the acquirer’s stock price on the last trading da
since a firm’s management can only know the transactional value of a stock

for the bid premium’s year and industry dist

captures an industry’s central tendencies without letting outliers influence and distort the adjustments. See Table 5 



initiated after the first ten weeks of a CEO’s tenure 

re the CEO’s eagerness and willingness to acquire firms regardless 

DF = M&Afcy

n

i=1

and French’s 12 industry classifications is an alternative industry classification based on two



compensation as a result of an increase in firm size in line with the theory of “empire building” 

variables for the CEOs’ educational 

Tobin’s Q

2007) help to explain transactional outcomes such as acquirer’s 



CARi = α0 + β1Conscientiousnessi + βiX'i + εi

BPi = α0 + β1Conscientiousnessi + βiX'i + εi

ln (DFit) = α0 + β1Conscientiousnessit + βitX'it + εit





, representing firms’ financial characteristics. Th
control variables employed in the probit regression include Leverage, Tobin’s Q, firm size as 

This variable is commonly referred to as the “Inverse Mills ratio” in past research (Li & Prabhala, 2007). 



Tobin’s Q



everage, Tobin’s Q and book



“bad model problems” and argues that all models used to estimate expected re



based on interview extracts and then compare the responses to the algorithm’s output. Lastly, the 

2019). That way, aspects of an individual’s personali

 



(cf. O’Brien, 2007). Moreover, we chose to control for the other four Big Five traits to minimize 



Tobin’s Q



to the acquirer’s industry as determined by Fama and French 12 industry classifications. The industry code 11 (Money, Finance







Gillmert & Persson (2019) 40 

Table 6. Regression results for CEO conscientiousness and short-run CAR 
In this table, four different OLS regression models with three-day CAR specified as the dependent variable are presented. In the first model, acquirer 
(A) firm and deal-specific control variables are utilized to test the effects of having no personality traits included in the model at all. In the second 
model, the personality traits are included, but still without any target-specific control variables except for target status. In the third model, which is 
regarded as the main regression model, target (T) firm-specific variables are included (except for target status). Lastly, in the fourth model, all 
personality traits apart from conscientiousness are excluded in order to test the model when only including the personality trait of interest. All 
control variables are presented in detail in subsection 3.5.3 Control variables alongside their definitions which can be found in Appendix 1 and are 
adjusted for year and industry were applicable. The industry-adjusted control variables are measured as ratios, meaning that the firm-specific variables 
are divided by the industry mean. Robust standard errors are in parentheses. Significance tested using t-statistics. *, **, and *** denote significance 
at the 10%, 5%, and 1% level respectively. 
Variable (1) (2) (3) (4) 

Conscientiousness 0.002 
(0.004) 

0.014** 
(0.006) 

0.006* 
(0.003) 

Agreeableness -0.009* 
(0.005) 

-0.020** 
(0.010) 

Emotional stability 0.004 
(0.004) 

0.000 
(0.007) 

Extraversion 0.004 
(0.003) 

0.005 
(0.005) 

Openness to experience 0.003 
(0.004) 

-0.001 
(0.006) 

CEO Age 0.000 
(0.000) 

0.001 
(0.000) 

0.001 
(0.001) 

0.001 
(0.001) 

CEO Male 0.007 
(0.009) 

0.005 
(0.010) 

-0.014 
(0.028) 

-0.017 
(0.026) 

CEO Duality -0.005 
(0.004) 

-0.005 
(0.004) 

-0.008 
(0.008) 

-0.007 
(0.008) 

CEO Experience 0.004 
(0.005) 

0.001 
(0.006) 

0.007 
(0.011) 

0.010 
(0.011) 

CEO MBA -0.006 
(0.004) 

-0.009** 
(0.004) 

0.005 
(0.009) 

0.001 
(0.009) 

CEO PhD -0.028 
(0.017) 

-0.031 
(0.022) 

-0.049 
(0.070) 

-0.050 
(0.068) 

CEO GradHonors 0.004 
(0.006) 

0.003 
(0.006) 

0.004 
(0.015) 

0.002 
(0.015) 

A: Resource Availability -0.003 
(0.002) 

-0.003 
(0.002) 

-0.002 
(0.003) 

-0.002 
(0.003) 

A: Normalized Cash flow 0.067** 
(0.031) 

0.042 
(0.033) 

-0.008 
(0.061) 

-0.006 
(0.064) 

A: Tobin’s Q -0.010** 
(0.004) 

-0.018*** 
(0.005) 

-0.013 
(0.009) 

-0.013 
(0.009) 

A: Firm size, sales -0.006*** 
(0.002) 

-0.008*** 
(0.002) 

-0.012*** 
(0.003) 

-0.011*** 
(0.003) 

A: Book-to-market -0.001 
(0.003) 

-0.003 
(0.004) 

-0.005 
(0.011) 

-0.006 
(0.011) 

A: Profitability  -0.000 
(0.001) 

0.000 
(0.001) 

-0.000 
(0.002) 

0.000 
(0.002) 

A: Free float 0.003 
(0.026) 

0.010 
(0.028) 

-0.088 
(0.059) 

-0.103* 
(0.057) 

T: Book-to-market 0.004 
(0.004) 

0.004 
(0.004) 

T: Profitability -0.000 
(0.000) 

-0.000 
(0.000) 

T: Status -0.014** 
(0.006) 

-0.018*** 
(0.006) 

All cash -0.011* 
(0.006) 

-0.011* 
(0.006) 

0.011 
(0.011) 

0.010 
(0.011) 

Deal size -0.008 
(0.009) 

-0.010 
(0.010) 

-0.019 
(0.015) 

-0.018 
(0.015) 

Product synergies, 4p -0.001 
(0.007) 

0.007 
(0.007) 

0.018* 
(0.010) 

0.016* 
(0.010) 

Product synergies, 3p -0.005 
(0.006) 

-0.001 
(0.006) 

0.018* 
(0.010) 

0.014 
(0.010) 

Competing bid 0.018 
(0.011) 

0.018 
(0.011) 

0.019 
(0.014) 

0.022 
(0.015) 

Tender 0.011 
(0.008) 

0.010 
(0.008) 

-0.003 
(0.009) 

-0.002 
(0.009) 

Hostile 0.040 
(0.026) 

0.045 
(0.029) 

0.042 
(0.034) 

0.040 
(0.037) 

Cross-Border 0.006 
(0.005) 

0.002 
(0.005) 

-0.013 
(0.009) 

-0.012 
(0.009) 

Correction for firm sample 
selection bias 

-0.422** 
(0.164) 

-0.618*** 
(0.183) 

-0.550** 
(0.272) 

-0.576** 
(0.263) 

Correction for CEO self-
selection bias 

-0.017 
(0.013) 

-0.041 
(0.029) 

-0.037 
(0.028) 

Constant 0.100** 
(0.045) 

0.187*** 
(0.067) 

0.391*** 
(0.142) 

0.349** 
(0.136) 

Observations 1,349 1,190 305 305 
R-squared 0.034 0.059 0.170 0.148 
Adjusted R-squared 0.017 0.035 0.076 0.065 

 



coefficient for acquirer Tobin’s Q is significant at the 5% level in the first model and at the 1% 
level in the second model. Tobin’s Q is said to represent an indicator of whether the business is 
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Table 7. Regression results for CEO conscientiousness and acquisitiveness 
In this table, four different OLS regression models are presented together with three different negative binomial regression models. The OLS 
regressions specify M&A bid premium as the dependent variable while the negative binomial regressions specify M&A deal frequency. In the first 
model (1), acquirer (A) CEO, firm and deal-specific control variables are utilized to test the impact on the dependent variable without including any 
personality traits in the model at all. In the second model (2), the personality traits are included, but still without any target-specific control variables. 
In the third model (3), which is the main regression model, target (T) firm-specific variables are included as well. In the fourth model (4), the other 
traits apart from conscientiousness are excluded in order to test the model when only including the personality trait of interest. In the fifth model 
(5), acquirer (A) CEO and firm-specific control variables are utilized to test the effects of having no personality traits in the model at all. In the sixth 
model (6), the personality traits are included, but with no target or deal specific control variables. Lastly, in the seventh model (7), the other traits 
apart from conscientiousness are excluded in order to test the model when only including the personality trait of interest. Note that in the deal 
frequency variable, only one CEO observation per fiscal year is used and that the CEO-specific variables used are measured at the first transaction 
during each fiscal year. All control variables are presented in subsection 3.5.3 Control variables alongside their definitions in Appendix 1 and are 
adjusted for year and industry effects were applicable. Robust standard errors are in parentheses. Significance tested using a t-statistic in the bid 
premium models and a z-statistic in the deal frequency models.  *, **, and *** denote significance at the 10%, 5%, and 1% level respectively. 
 

M&A bid premium  M&A deal frequency 
Variables (1) (2) (3) (4) (5) (6) (7) 

Conscientiousness -0.124 
(0.077) 

-0.155** 
(0.077) 

-0.098* 
(0.055) 

0.027 
(0.033) 

0.027 
(0.023) 

Agreeableness -0.022 
(0.121) 

0.006 
(0.124) 

-0.023 
(0.047) 

Emotional stability 0.099 
(0.100) 

0.110 
(0.099) 

-0.003 
(0.035) 

Extraversion 0.024 
(0.086) 

0.007 
(0.075) 

0.012 
(0.027) 

Openness to experience 0.084 
(0.069) 

0.106 
(0.069) 

0.015 
(0.039) 

CEO Age -0.011 
(0.007) 

-0.013 
(0.008) 

-0.012 
(0.008) 

-0.012 
(0.008) 

-0.001 
(0.003) 

0.002 
(0.004) 

0.002 
(0.004) 

CEO Male 0.189 
(0.161) 

0.182 
(0.200) 

0.230 
(0.210) 

0.265 
(0.183) 

0.113 
(0.090) 

0.076 
(0.092) 

0.074 
(0.092) 

CEO Duality 0.012 
(0.106) 

0.015 
(0.104) 

-0.008 
(0.099) 

-0.017 
(0.099) 

0.013 
(0.040) 

0.032 
(0.042) 

0.032 
(0.042) 

CEO Experience -0.016 
(0.096) 

0.037 
(0.102) 

0.138 
(0.100) 

0.076 
(0.094) 

0.148*** 
(0.045) 

0.147*** 
(0.047) 

0.148*** 
(0.047) 

CEO PhD -0.360* 
(0.188) 

-0.467* 
(0.249) 

-0.491** 
(0.248) 

-0.419* 
(0.226) 

0.258* 
(0.152) 

-0.248 
(0.170) 

-0.233 
(0.164) 

A: Resource availability 0.013 
(0.045) 

0.021 
(0.049) 

0.003 
(0.045) 

-0.001 
(0.047) 

-0.038* 
(0.022) 

-0.056*** 
(0.020) 

-0.057*** 
(0.020) 

A: Normalized cash flow 2.363*** 
(0.811) 

2.496*** 
(0.906) 

2.567*** 
(0.948) 

2.476*** 
(0.923) 

-0.172 
(0.272) 

-0.268 
(0.313) 

-0.267 
(0.313) 

A: Firm size -0.060* 
(0.032) 

-0.085** 
(0.039) 

-0.058 
(0.036) 

-0.056 
(0.034) 

0.138*** 
(0.017) 

0.142*** 
(0.019) 

0.143*** 
(0.018) 

A: Book-to-market -0.025 
(0.083) 

0.031 
(0.087) 

-0.042 
(0.100) 

-0.039 
(0.101) 

0.074** 
(0.029) 

0.045 
(0.031) 

0.051 
(0.031) 

A: Tobin’s Q -0.101 
(0.072) 

-0.076 
(0.087) 

-0.053 
(0.094) 

-0.060 
(0.089) 

0.069** 
(0.034) 

0.067 
(0.042) 

0.068 
(0.042) 

A: Profitability -0.002 
(0.013) 

0.001 
(0.016) 

0.001 
(0.018) 

0.004 
(0.017) 

0.008** 
(0.004) 

0.003 
(0.005) 

0.003 
(0.005) 

A: Free float -1.097 
(0.853) 

-1.136 
(0.937) 

-1.028 
(0.883) 

-0.854 
(0.821) 

-0.243 
(0.238) 

-0.261 
(0.247) 

-0.285 
(0.243) 

T: Book-to-market 0.176** 
(0.083) 

0.176** 
(0.087) 

T: Profitability -0.003 
(0.002) 

-0.004 
(0.002) 

All equity -0.241** 
(0.117) 

-0.252** 
(0.126) 

-0.328** 
(0.128) 

-0.352*** 
(0.134) 

Deal size -0.256*** 
(0.081) 

-0.295*** 
(0.088) 

-0.237*** 
(0.083) 

-0.206** 
(0.081) 

Product synergies, 4p -0.062 
(0.126) 

-0.025 
(0.126) 

-0.022 
(0.124) 

-0.021 
(0.126) 

Product synergies, 3p -0.094 
(0.118) 

-0.121 
(0.132) 

-0.101 
(0.130) 

-0.071 
(0.128) 

Competing Bid 0.066 
(0.316) 

-0.000 
(0.296) 

0.025 
(0.308) 

0.025 
(0.307) 

Tender 0.023 
(0.095) 

0.027 
(0.112) 

0.013 
(0.114) 

0.030 
(0.110) 

Hostile -0.494 
(0.363) 

-0.539 
(0.423) 

-0.680 
(0.481) 

-0.698 
(0.466) 

Correction for firm sample 
selection bias 

5.545** 
(2.744) 

5.940* 
(3.029) 

5.553* 
(2.969) 

5.343* 
(2.829) 

-3.658*** 
(1.282) 

-3.624** 
(1.423) 

-3.692*** 
(1.412) 

Correction for CEO self-
selection bias 

-0.250 
(0.501) 

-0.097 
(0.477) 

-0.150 
(0.482) 

0.358** 
(0.151) 

0.359** 
(0.148) 

lnalpha -3.556*** 
(0.659) 

-3.450*** 
(0.612) 

-3.449*** 
(0.611) 

Constant 2.656** 
(1.241) 

3.566 
(2.568) 

2.427 
(2.431) 

3.007 
(2.463) 

0.057 
(0.382) 

-1.393** 
(0.652) 

-1.380** 
(0.609) 

Observations 339 309 300 300 1,363 1,203 1,203 
R-squared 0.099 0.128 0.172 0.160 
Adjusted R-squared 0.042 0.048 0.086 0.087 
Pseudo R-squared 0.036 0.040 0.040 



explained particularly well by conscientious CEOs’ ability to inhibit self

market or Tobin’s Q in any 
not draw any conclusions regarding acquirers’ 



transaction puts greater demands on the acquirer’s ability to integrate the target into its own 

to realize the synergies paid for, and a large target’s organizational structure is inherently more 

market, Tobin’s Q and profitability are positive and significant at the 5% in the fifth model 





psychological aspects and a dependent variable of the researcher’s choice. By looking into how the 

structure is chosen. With this in mind it becomes clear that a CEO’s personality (as opposed to 

t between personality psychology, top executives’ decision

to investigate how CEOs’ personality traits affect long term post



In addition, M&A research have so far usually tended to only focus on the acquiring firm’s CEO 

to consider in every transaction, not least the target firm’s CEO. By using the same research 

personality traits, so called “d side” traits or dispositions, are said to spur counter 
productiveness since they disrupt relationships and distort one’s judgement, for instance when 



flict between the acquiring firm’s shareholders and CEO. However, during later 

assumption of human irrationality influencing a CEO’s decision

n a CEO’s personality traits, firm performance and transactional 
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Acquirer: Tobin’s Q

Announced deal value divided by acquirer’s market capitalization (FY 



(Cont’d)

* Data was available back to the year 1996 and used when applicable. M&A transactions above five percent of acquirer’s market

e the firms’ SIC codes is categorized according to Fama and French’s 12 

ed by taking the target revenue over acquirer’s revenue (FY prior to the transaction). Due to data limitations 

****** Based on Hayward & Hambrick’s (1997) 4

 



“Let me add a little bit to that just so we're really clear. I don't care if our commodity x86 business goes to 0. We don't m

Sun acquisition's overall profit margins. Next question?”

“Yeah. Great. Thanks for asking the question. I probably should have 

for business development for possible M&A consolidation opportunities.”
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This table presents the acquirer firm’s stock market reactions, measured as the cumulative average abnormal return. The marke

 


