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The Impact of Reverse Merger on Credit Ratings -

The Moderating Effects of CEO Relational Networks

Abstract

Advisor : Dr. Lin, Hsiu-Feng
Graduate Student Name : Hsia, Chia-Yu
Graduate Student NO. : G04437010

Reverse Merger is a type of mergers and acquisitions, and it is a strategic
activity for growth momentum.-We-focus on-hew-rating agencies evaluate firms’
activity of reverse merger activity. Chief executive officer (CEO) plays a key role in
mergers and acquisitions decision-making; we then explore' whether and how the
CEO’s network of relations as a  moderator affect association between reverse
merger activity and.credit ratings.

This study uses the Taiwan listed cabinet company from year 2001 to 2014,
and adopts the Ordered Logit regression model to-analyze the change of the credit
rating between pre- and. post-reverse rmerger, and moderating effects of CEO’s
network of relations.

The empirical results show that the reverse merger can improve the credit
rating relative to the other types of merger and acquisition. We also find that more
better rating from merger and acquisition when CEO has strong networks of
external directors, specially, the probability of credit rating of normal M&A activity
increases with the stronger CEO’s network of relations. Although the reverse
acquisition of CEO’s network of relations can enhance the evaluation and condition
of credit rating, the benefit is limited to network. We have no evidences on the CEO
high-density network can effectively increase the credit rating, and can enhance
increasing probability of rating.

Key words: Merger, Reverse merger, Credit ratings, networks of relations
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CEONW & 5 & HEFE tE W E TRt e
0.00-1 ¥ 0.0991 *** 0.0130 7.62 0.1539 **x* 0.0177  8.71
-E o 0.2282 ***  (0.0586 3.89 0.0585 *** 0.0232 2.52
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0.02° 0.1435 *** 0.0417 3.44 -0.0941 *** 0.0183 -5.14
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CEONW & * 5 £ ° Bt & WA iy ot @
0.00 0.0174 * 0.0116 1.49 -0.0034 * 0.0021 -1.60
0.02¢ 0.0209 ** 0.0102 2.04 -0.0032 ** 0.0019 -1.68
0.04 0.0250 ** 0.0148 1.69 -0.0031 ** 0.0018 -1.66
0.06 0.0299 0.0252 1.19 -0.0029 * 0.0018 -1.61
0.08 0.0355 0.0401 0.88 -0.0028 * 0.0018 -1.53
0.10 0.0419 0.0594 0.71 -0.0026 * 0.0018 -1.46
0.12 0.0494 0.0835 0.59 -0.0025 * 0.0018 -1.39
0.14 0.0580 0.1129 0.51 -0.0023 * 0.0017 -1.34
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CEONW & Wi E Tl e a2 wEF Ot E
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0.16 0.0164 0.0405 0:40 -0.0064 * 0.0039 -1.62
0.23 0.0295 0.1007 0.29 -0.0050 * 0.0036 -1.38
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