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Abstract

Past studies have shown that overseas mergers and acquisitions, whether de-
veloped or developing countries, are usually affected by natural resources,
strategic resources, market search, institutional quality, business environment
and so on. In addition, American economic and environmental policies often
take the initiative to change, thus affecting the world’s other economies. On
December 2016, global biggest economic policy uncertainty is the election of
USA President Donald Trump. The effects of it to liberalized trade and global
capital flows on the world are spreading. From this, it enlightens the empiri-
cal exploration of this paper: whether usepu (which means the uncertainty of
the economic policy of the US) will affect the behavior of USA cross-border
M & A and how it will affect the influence of cross-border M & A. Based on
panel data from the United States of America for overseas mergers and acqui-
sitions in 22 countries, including China, Britain, Germany and Japan, from
1997 to 2016, it is concluded that: First, every 1% change of the economic
policy uncertainty index of the last period relative to the mean value will
cause the reverse change of the next M & A amount by about 0.7%; For every
1 unit increase in the uncertainty index of home country’s economic policies
in the last period, the number of outbound mergers and acquisitions de-
creased by about 0.5. Second, There is no obvious relationship between the
foreign M & A amount of the home country and epu (which means the eco-
nomic policy uncertainty), epul (which means the uncertainty difference
between the two countries) and epu2 (which means the absolute value of the
uncertainty difference between the two countries). There is an inverse rela-
tionship between the number of mergers and acquisitions and the uncertainty
difference.
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1. Introduction

The United States is the country with the most foreign direct investment stock
in the world and the country with a long history of foreign direct investment.
From the GDP data recorded by the World Bank since 1960, the United States
has always ranked first in the world and maintained an absolute gap with the
second in the world. Such a large economy has always remained attractive to
world capital, while at the same time it has strong financial strength to seek
overseas development. Although the United States is a developed economy, as
the world’s largest foreign investor, the driving and influencing factors of foreign
investment are similar to those of all other economies, mainly expanding over-
seas markets, seeking natural resources, or strategic assets or maintaining mar-
kets. As an innovative country like the United States, it is mainly seeking over-
seas markets, seeking natural resources and reducing costs and increasing prof-
its.

From the development course of the OFDI of the USA, based on technology
and transferable advantages, U.S. investment in developed countries is domi-
nated by M & A, while investment in developing countries is dominated by
greenfield investment. This is due to the increasingly liberal international trad-
ing environment, breaking through market barriers, local production, local sales
as the traditional factors affecting the location of U.S. OFD], its importance is
greatly weakened. It is more important to reduce production and R & D costs,
improve the technical strength of enterprises and the competitiveness of prod-
ucts in order to adapt to the more intense international competition under the
background of economic globalization, access to cheap natural resources, labor,
knowledge, technology, technical talent and other “creative assets” in developing
countries.

From these years on the driving factors of U.S. OFDI (Yang, 2011) summa-
rized as follows: First, multinational corporations are the main driving force of
U.S. OFDI; Second, the international status of the dollar is an important pillar of
U.S. OFDI; Third, the incentive policy of the U.S. government is a strong guar-
antee for the rapid development of U.S. OFDI.

Finally, based on the actual factors of American outward investment and the
influence factors of foreign direct investment in other developed countries, there
are mainly macro-national political, economic, geographical, cultural, institu-
tional and other levels. First, with the continuous development of trade globali-
zation, the economies of various countries are open. Factors such as market size,
income level, and qualified productive labor have a significant impact on the
timing and location of U.S. investors in the region (FragKiskos Filippaios, Ma-
rina Papanastassiou, & Robert Pearce, 2003). Political and macroeconomic sta-
bility, as well as transparent legal provisions on foreign ownership and return of
profits, are important variables for potential investors (Resmini, 2000). (Bevan &
Estrin, 2004) Analysis of FDI flows between EU member States and economies

in transition using data from 1994 to 1998, resulting in specific variables from

DOI: 10.4236/me.2020.1111118

1720 Modern Economy


https://doi.org/10.4236/me.2020.1111118

S. N. Shi

sources and host countries including GDP, imports (from EU-15), investment
risk ratings, physical distance and labour costs. The following year, Joel I
Deichmann (2001) International trade is derived from empirical models, the in-
vestment environment measured by risk ratings is, the host transport infra-
structure and labour costs, the host country’s unemployment rate and the host
country’s market are influencing factors for outward investment, and similar
“location-specific attributes” that determine FDI inflows are labelled, such as
geographical proximity, cultural linkages, economic comparisons and informa-
tion gaps, while exchange rate indices are introduced to measure risk (Janicki &
Wunnava, 2004). Studies have shown that the main determinants of FDI inflows
to Central and Eastern European countries are the size of host economies, host
country risks, host country labour costs and trade openness.

On the impact of economic uncertainty index on the economy in the world
can be summed up as macroeconomic, micro-finance, research shows that the
epu index and economic growth index (GDP, PMI, industrial added value) has a
negative correlation; the difference between the European and American epu
index has a positive correlation with the dollar index and leads the dollar index
for 1 - 2 months; China epu index is positively correlated with the bond market
and negatively correlated with the stock market. Based on data from Japan after
the bubble burst, Xiu-Mei Lin & Qing-Zhao Li (2018) found that economic pol-
icy uncertainty has a significant negative impact on final demand. This verifies
that economic policy uncertainty itself is an important driving force leading to
recession. Experience shows, the negative impact of policy uncertainty shocks on
GDP, investment, consumption, exports and price movements, Causes the real
effective exchange rate to depreciate, prompting stock prices and real estate
prices to fall. The main mechanism by which policy uncertainty is found to af-
fect the macroeconomy is the expected channel (Jin, Zhong, & Wang, 2014).
(Rao, Yue, & Jiang, 2017) also found the impact of China’s economic policy un-
certainty index on corporate investment and investment efficiency, and found
that increased economic policy uncertainty led to a significant decline in corpo-
rate investment, The dynamic influence of economic policy uncertainty on
short-term international capital flow in China is tested (Lin, Li, & Li, 2017).
Based on short-term international capital data between China and the United
States, to study the negative impact of economic policy uncertainty on short-term
international capital, the impact is the biggest under high uncertainty; United
States economic policy uncertainty has a significant positive impact on short-term
international capital, with the greatest impact under moderate uncertainty. Large
spreads between China and the United States do not necessarily attract
short-term international capital inflows, while the expected depreciation of the
renminbi will lead to short-term international capital outflows. Yu-Cheng Jia &
Cheng Zhang (2018) used China’s overseas M & A data, and found that the “in-
verse cycle” characteristics of cross-border M & A of Chinese enterprises, eco-
nomic policy uncertainty and M & A are positively correlated, and are more ob-

vious in the sample of state-owned enterprises.
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Economic uncertainty in the impact of international trade, Kyle Handley
(2014) found that increased economic policy uncertainty in host countries will
lead to reduced entry of exporting countries and reduced application for tariff
relief. Hong-Duo Liu & He Chen (2016) used the World Export Dynamics Da-
tabase developed by the World Bank, finding that the annual economic policy
uncertainty index of export destination countries is constructed on the basis of
the monthly index of economic policy uncertainty (BBD), and then the impact
of economic policy uncertainty of destination countries on export dynamics of
source countries is examined. The study finds that the economic policy uncer-
tainty of host countries is inversely related to the trade exports of exporting
countries, and the increase of uncertainty in destination countries will lead to

export withdrawal and reduction of exports.

2. Issues

According to the summary of the previous studies, it can be found that the pre-
vious studies on the influencing factors of foreign direct investment in devel-
oped countries mainly focus on economic, cultural, institutional, geographical,
natural resources, science and technology and so on. The economic aspect is
mainly the market and labor cost, and even the exchange rate index is intro-
duced to represent the risk in the influence factors of the previous foreign in-
vestment. The main body of the study is the whole investment, without distin-
guishing between overseas investment and domestic investment, nor the types of
foreign direct investment. Yu-Cheng Jia & Cheng Zhang (2018) introduced the
micro index of economic policy uncertainty to study the relationship between
real enterprises’ overseas mergers and acquisitions. It affects the pre-judgment,
investment enthusiasm and confidence of enterprises through expectation, and
then affects the actual overseas M & A behavior.

At the same time, according to the reality observation, the uncertainty fluctu-
ation of American economic policy since 2016 has an upward trend compared
with the average, which leads to the increasingly difficult to predict the situation
of the international economy and the uncertainty of foreign investment and
trade. This is bound to affect overseas mergers and acquisitions of American
companies and the flow of capital throughout the country. The unpredictable
results of U.S. economic policies will increase domestic economic volatility and
discourage investment enthusiasm and confidence. In view of the unreasonable
economic policy implemented by the United States in recent years, the article
wants to study the impact of economic policy uncertainty on American own
overseas direct investment, to predict the impact of U.S. economic policy fluctu-
ations on the United States itself and on the world. In addition, the overseas M &
A investment in the United States has a long history, complete data, can obtain
more complete information of the host country information and can improve
the accuracy of the data.

Considering the increase of economic policy uncertainty and the suppression

DOI: 10.4236/me.2020.1111118

1722 Modern Economy


https://doi.org/10.4236/me.2020.1111118

S. N. Shi

of investment enthusiasm and expectation of domestic investors, it will syste-
matically reduce investment and reduce the scale of overseas mergers and acqui-
sitions. Therefore, this paper puts forward the following assumptions:

Hypotheses 1, the uncertainty of American economic policy “usepu” have a
negative impact on the scale of American overseas mergers and acquisitions.

Hypotheses 2, there is a negative correlation between the scale of overseas
mergers and acquisitions in the United States and the uncertainty difference
epul the economic policy of the host country.

Hypotheses 3, there is also a negative correlation between the size of overseas
mergers and acquisitions in the United States and the absolute value epu2 of the
uncertainty difference between the two countries.

In this paper, panel regression is used to verify the above three assumptions.

3. Data and Model Building

3.1. Data Sources and Sample Selection

The data comes from the BYD Global M & A Database zephyr, which contains
more comprehensive U.S. data since 1997. This paper selects all the overseas M
& A data from 1997 to 2018, the total number of overseas M & A cases searched
was about 62,000, and the data were processed as follows: First, delete both par-
ties are transactions in the United States; Second, delete the status of the transac-
tion as cancelled or still in the state of announcement; Third, delete other coun-
tries that currently do not publish the economic uncertainty index, only retain
22 of China, Britain, Japan, Germany, France, Chile, Russia M & A countries,
these M & A covered a total of 38,985 M & A events in various industries in the
United States, accounting for more than half of all M & A events since 1997;
Then, delete the time period after 2016 M & A transactions. And then, make the
non-availability cases of M & A cases zero and record them as a M & A transac-
tion. Finally, conservative estimates of the total amount of mergers and acquisi-
tions in the United States of 22 countries that recorded EPU amounted to 2.9
trillion Euros, with about 38,985 acquisitions.

Additionally, in the treatment of other independent variables in the following,
partial vacancy values were also processed in the absence of WGI (global gover-
nance indicators) in 1999 and 2001, in the case of relatively sound data in other
years, and in the case of incomplete data on natural resources exports, to obtain

balanced panel data for robust results.

3.2. Model Building

In the case that other variables are controlled, hypothesis 1, hypothesis 2 and
hypothesis 3 are verified by regression of lusepu (which means the uncertainty
of economic policy in the United States with a lag of one period) to see wheth-
er the uncertainty in the United States has an impact on the scale of overseas
M & A in the United States and the direction of the impact. The model is as
follows:
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Inm, = o, + o, *lusepu;, +a, *Cc;, +a; *ps, +o, *rl, +a, *metal,
+a *fuel, + o, *Intapi, +ag *Ingdp, + o, *ggdp;, + o, * In pgdp,,
+d1+d2+u, +u, +9

The acquirer is always the United States, while the acquirer is a different
country, i mean different M & A countries, ¢ mean different years. The model
also controls individual and temporal effects at the national level to ensure that
the results are robust. The latter are the control variables representing political
system, natural resources, strategic resources, market scale, cultural gap and

geographical gap.

3.3. Variable Definitions

Main explanatory variables:

1) Economic policy uncertainty. Uncertainty is measured by the Economic
Policy Uncertainty Index (epu), from the home and host country perspectives,
respectively. Among them, usepu is the uncertainty of America as a home coun-
try, epu is host country uncertainty. After all, taking into account the causal en-
dogenous problem, Delayed processing of home country uncertainty indices is
lusepu. On that basis, Representation of bilateral uncertainty differences in ab-
solute values of uncertainty differences between home and host countries, into
the analytical framework. Uncertainty indicators data from Baker et al. (2013)
constructed the Economic Policy Uncertainty Index website (Economic Policy
Uncertainty), the data is updated in time on the website. This paper chose the
data from 2000 to 2016. The reason for this index is that EPU concerned about
the degree of change in national economic policies, Representing the magnitude
of the uncertainty factors from the external environment (policy environment)
in the process of institutional transformation, The index focuses only on the ex-
tent of changes in economic policy, does not regulate the merits of the policy,
Both objective and neutral characteristics.

In addition, many research results use this index to measure uncertainty and
explain the effectiveness of the index. By counting the number of articles in the
media (newspapers) with greater influence in countries that deal with “discus-

sion of economic policy uncertainty”, According to the following formula to

calculate the uncertainty index: EPU, =In (100><%J, The EPU,, is the i

country of the m months uncertainty index of economic policy, 2 the number of
articles in accordance with statistical rules, N the total number of articles
counted for the month. For articles that belong to economic policy uncertainty,
according to a series of similar or contain “vague, hesitant, uncertain, suspicious,
uncertain, unconfirmed, vague” or word meaning determination (Baker et al.,
2013), our data are annual. Therefore, the average conversion of EPU raw data
12 €PUiy
m=1 12

has been published so far, the number of sample countries expands gradually,

(in monthly terms) is required: epu; = . As the EPU index website
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until 2018, the sample can be obtained by the number of countries including the
AU, BR, CL, CA, CL, CN, CO, DE, ES, FR, GB, HK, and IN IT, IE, JP, KR, MX,
NL, RU, SE, SG 22 countries, so there are differences in the number of samples
used in specific tests.

Other control variables:

2) The market of the host country. Especially for developed countries with
ownership advantages, the purpose of foreign investment is mainly trade-based
investment. Generally speaking, the greater the market size and market growth
potential of the host country, the more favorable it is for the M & A country to
enter the country to obtain growth benefits to reduce costs and give full play to
the advantages of economies of scale.

Market-specific measures include three variables, GDP, per capita GDP
(PGDP) and GDP growth rates (GGDP); and GDP used to measure the market
size of the host country (Buckley et al., 2007); PGDP used to measure the market
purchasing power of a country’s inhabitants (Bénassy-Quéré et al., 2007); GGDP
used to measure a country’s market potential (Billington, 1999; Zhang & Daly,
2011). The data comes from the World Bank database (World Bank Data), And
GDP, PGDP at the same dollar level as in 2010. Therefore, the indicator is com-
parable in different years worldwide.

3) Mineral resources (metal) and oil and gas resources (fuel) in the host coun-
try’s natural resources. In general, Natural resources are a natural endowment,
the day after tomorrow is not easy to change, but energy demand is a rigid de-
mand. National firms view mergers and acquisitions as complementing domestic
energy supply gaps, Meeting energy needs an important way to ensure national
economic security. Therefore, the richer the host country’s natural resources. M
& A is also more likely to occur. The main motivation of international direct in-
vestment in enterprises summarized in traditional international literature in-
cludes the acquisition of natural resources, This article uses it as a control varia-
ble, the selection of specific indicators is based on Buckley et al. (2007) and
Kolstad & Wiig (2010), The abundance of mineral metals (ORE) and oil and gas
resources (fuel) in a country is measured by the proportion of mineral metals
and oil and gas resources exports to the export of goods in that country.

Since the scarcity of oil and gas resources in the United States changed from a
small number of exporters to a leading country after 2012, in this paper, oil and
gas export fuel and ore exports are metal measured separately. And the data is
derived from the United Nations Conference on Trade and Development data-
base.

4) Host country strategic assets (TAPI). Pak & Park (2005) according to the
research, the ODI of Japan have different motivations to invest in different
countries, and the investment in developed economies such as the United States
and Europe is to acquire knowledge of strategic resources. Similarly, the interna-
tionalization management theory of latecomer enterprises points out that de-
veloping country enterprises regard transnational investment as an important

way to obtain strategic assets as a “springboard” to complete technology catch-up,
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enhance core competitiveness, and enhance the income of operating added value
(Luo & Tung, 2007; Wu & Su, 2014). As the world’s largest economy, the United
States is in the world’s advanced level of technology, but cannot do absolute
technology in all aspects leading any economy in the world. Therefore, in terms
of strategic resources, the number of strategic resources of the host country can
still have an impact on foreign mergers and acquisitions in the United States.

A country’s total annual strategic assets, measured by the total number of pa-
tents filed by local and non-local residents in one year, are calculated in loga-
rithmic form it contains both the level of knowledge and the level of knowledge
conversion to technology. That’s according to the World Bank’s World Devel-
opment Indicator (WDI) database.

5) Institutional quality. The system quality of this paper mainly examines the
political environment of the potential target country, especially the stability, law
and order, and the degree of corruption of the political system closely related to
economic activities. Among them, political stability, law and order show the sta-
bility of a country’s political environment and the predictability of trading rules,
represent the degree to which a country provides a fair and secure environment
for market participants, and measure more the political and economic risks of
investment; while the degree of corruption measures more the transaction costs
of economic activities. Robock (1971) believes that political risks have an im-
portant impact on a country’s business environment. Blonigen (2005) shows that
a good host country rule of law environment can help reduce transaction risk
and the additional costs, and commissions or bribes are caused by corruption
can increase transaction costs, which is an important obstacle to overseas in-
vestment. Wei (2000) believes that corruption has an important impact on the
scale and distribution of investment. Naude & Krugell (2007) view host country
law and order as important determinants of ODI, while corruption is often used
as an important measure of host country business environment.

Therefore, this paper mainly chooses three dimensions: political stability in-
dex PS, corruption control CC and legal system index RL to measure the institu-
tional quality of host country to investigate the impact of these factors on over-
seas M & A in China. The higher the index value of these three dimensions, the
better the quality of the system, and the more attractive the host country is to the
M & A country, then it is speculated that the M & A country is more inclined to
invest many times and invest more funds.

6) Cultural differences. It is generally believed that, when other conditions are
the same, countries with small economic cultural differences have a stronger in-
centive to cross the transaction than the cultural gap, larger M & A and more
opportunities for multiple M & A transactions. The variables used here to ex-
press cultural gaps take the simplest and rougher way of traditional language re-
presentation. The common language countries in the article mainly regard Eng-
lish as the mother tongue and the main language country as the common lan-
guage country, and let the mute variable d1=0, otherwise d1=0. Data comes
from the CEPH database.
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7) Common border. Countries with common borders have a natural advan-
tage in space cooperation. Countries with common land borders with the United
States here d2 =0, otherwise d2=0. Data comes from the CEPH database.

Table 1 is the basic statistical description of the variables, which covers mer-
gers and acquisitions in 22 countries and 22 host countries from 1997 to 2016. It
can be seen that at the level of national annual M & A, 422 annual M & A trans-
actions occurred in 22 countries in 20 years. Among them, the dependent varia-
ble m is the sum of the M & A amount of the United States to the host country
for one year, and the M & A amount unit (thousands of Euros). N represents the
total number of mergers and acquisitions in a country by the United States in a
year and the sample number of mergers and acquisitions. The variable country is
a stata defined national variable, a total of 22. And time t is the time period that
occurs in each country. The meaning of other explanatory variables is the same
as that of index selection.

First of all, the correlation coefficient of each variable is tested, by testing
Pearson correlation coefficient, the test results are given in Table 2 below. The
results show that the correlation coefficient between political stability, legal or-
der quality and corruption control index is very high, And more than 0.6. The
solution to this situation is to put the institutional quality variables in the basic re-

gression equation to show the influence of each variable. Moreover, the correlation

Table 1. Descriptive statistics for variables.

Variable Number of samples Mean standard deviation Min Max
m 422 6,890,688 4.58E+07 0 9.33E+08
n 422 92.38152 136.1277 0 1538

epu 396 117.3958 54.91126 27 542.77
usepu 413 116.9214 29.83991 67.136 157.977
cc 411 0.9624331 1.024958 -1.13 2.33
ps 411 0.3356934 0.9448036 -2.37 1.78
rl 411 1.012214 0.7906118 —-0.64 2.26
metal 411 7.018968 11.88926 0.259791 65.04734
fuel 411 12.18729 15.69649 0.238153 71.24756
tapi 412 57148.35 138432.1 287 1338503
gdp 413 1.58E+12 1.57E+12 1.24E+11 9.51E+12
ggdp 413 3.170208 3.578611 -9.13249 25.55727
pgdp 413 29336.14 17370.02 699.0688 69,892.31

dl 426 0.2769953 0.4480403 0 1
a2 426 0.0915493 0.2887277 0 1
cntry 426 11.47418 6.372776 1 22
t 426 2006.798 5.622358 1997 2016
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Table 2. Pearson correlation coefficient.

m
1
0.0939*
0.054
0.0927*
0.0669
-0.0138
0.7801
0.0768
0.1218
0.0488
0.3258
0.0846*
0.0882
—-0.0444
0.372
—-0.0472
0.3423
0.0046
0.9262
0.1595*
0.0012
0.0108
0.8282
0.1196*
0.014
0.0076
0.8764
-0.0119

0.8104

1

0.2148*
0
-0.0532
0.2833
0.2119*
0
0.0288
0.5629
0.1691*
0.0006
—0.0842*
0.0899
—-0.0437
0.3794
0.3404*
0
0.2340*
0
-0.025
0.6146
0.3005*
0
0.1353*
0.0054
0.1054*

0.0333

epu

0.2712*
0
-0.004
0.9364
-0.018
0.7224
0.0006
0.9901
—-0.0363
0.4721
-0.0215
0.6702
0.2178*
0
0.0636
0.2063
—-0.2194*
0
0.0822
0.1023
-0.022
0.6621
0.1608*

0.0013

lusepu

-0.0174
0.7253
-0.0209
0.6721
0.0046
0.9262
0.018
0.7154
0.0893*
0.0706
0.0425
0.3887
0.0236
0.6323
-0.2237*
0
—-0.0008
0.9864
-0.0037
0.9404
0.0333

0.5005

[ele}

0.8207*
0
0.9420*
0
0.1267*
0.0101
—0.4057*
0
—-0.1089*
0.0273
0.8407*
0
-0.1517*
0.002
0.3673*
0
—-0.0499
0.3128
—0.1469*

0.0029

ps

0.8453*
0
0.0916*
0.0635
—0.3943*
0
—-0.1633*
0.0009
0.8166*
0
-0.2772*
0
0.3125*
0
—-0.02
0.6861
—-0.1794*

0.0003

rl

0.1406*
0.0043
—0.3402*
0
—0.2466*
0
0.8310*
0
—-0.2104*
0
0.3639*
0
-0.0092
0.8526
—0.2481*

0

specific Pvalue of the next line.

Note: the coarsening part of the same row for each variable is the Pearson correlation coefficient, the next
row is the Pvalue, and the * in the table represents all cases of P < 0.1. Specific significance level can see the

metal fuel gdp pgdp ggdp dl a2 tapi
1
-0.0035 1
0.9434
—0.2226* —0.2349* 1
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Continued
0 0

pgdp —0.1301* —0.2559*  0.0148 1
0.0083 0 0.7643

ggdp 0.0163 -0.0249  -0.0253 -0.2582* 1

0.7413 0.6151 0.6079 0
dl 0.0643 0.0203  —0.1322* 0.3662*  0.0498 1
0.193 0.6813 0.0072 0 0.3129
a2 -0.0678 0.0794 -0.0576  —0.0249 -0.0688 0.1673* 1

0.1699 0.1081 0.2431 0.6139 0.1625 0.0005
tapi  —0.1382* -0.1689* 0.8066* —0.0929* 0.1094* -0.1639* -0.0716 1

0.0051 0.0006 0 0.0597 0.0264 0.0008 0.1469

Note: the coarsening part of the same row for each variable is the Pearson correlation coefficient, the next
row is the Pvalue, and the * in the table represents all cases of P < 0.1. Concrete significance level can see
the specific Pvalue of the next line.

coefficient between variable PGDP and system quality is also higher than 0.6 and
between GDP and tapi is also higher than 0.6. Here, the regression will take
InPGDP and InGDP to reduce the collinearity. In addition to the serious colli-
near relationship between the variables mentioned above, there is no obvious se-

rious collinearity problem between other variables

4. Analysis of Results

Before the results are displayed, the regression model is tested for the model se-
lection of fixed effect and immediate effect, and the fixed effect model is selected
by Hausman test results. The specific inspection results are in the attached table.
Table 3 shows the basic regression results based on the data of the unbalanced
panel 1998-2016. First of all, the article wants to study the impact of uncertainty
of American economic policy on M & A. Considering the lag effect of economic
policy uncertainty on M & A. Therefore, Lusepu, a lagging phase of economic
policy uncertainty in the United States, is adopted as an independent variable,
and it can be used as tool variable to prevent endogenous influence to accurately
study the influence of American policy uncertainty on M & A. it can be seen
from the regression results of the basic regression equation in the case of politi-
cal system and other control variables that the quality of the legal order is added
separately in the case of corruption control, political stability and legal order.
The impact of the uncertainty of US economic policy on its own overseas mer-
gers and acquisitions is significantly negative at 5% level. Because past studies
have shown that economic policy uncertainty is inversely related to a country’s
economic growth rate, the greater the uncertainty of a country’s economic poli-
cy, the greater the negative impact on the economy. Then, when the overall en-
vironment is relatively negative, individual enterprises will also be affected.

Therefore, the overall amount of M & A is a decreasing trend. Then, the symbols
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Table 3. Regression results of the basic model.

Inm
(Y @ ©) 4
lusepu -0.00638* —0.00611* -0.00613* -0.00617*
(-2.48) (-2.31) (-2.32) (-2.26)
metal 0.00962 0.0217 0.0176 0.0229
-0.57 -1.25 -1.09 -1.36
fuel 0.0426* 0.0451** 0.0499** 0.0469**
-2.69 -2.85 -3.69 -3.48
Intapi 0.186 -0.0519 -0.0177 —0.089
-0.33 (-0.10) (=0.04) (-0.18)
Ingdp 5.797* 2.468% 2.401** 2.603*
(-2.67) (-2.8) (-2.97) (-2.81)
ggdp 0.0333 0.0275 0.0292 0.0261
(-1.28) (-1.06) (-1.09) (=0.97)
Inpgdp —4.335
(-1.60)
cc —-0.386
(=0.56)
ps -0.367
(-1.30)
rl -0.484
(-0.68)
dl 0 0 0 0
() ) O )
a 0 0 0 0
) ©) 0] )
cons —104.4** -53.13* —-51.88* —56.41*
(-2.84) (-2.68) (-2.83) (-2.70)
country yes yes yes yes
t yes yes yes yes
N 393 393 393 393
R? 0.1719 0.1662 0.1676 0.1668
F value 22.63 22.81 25.42 32.92
P 0.0000 0.0000 0.0000 0.0000

tstatistics in parentheses; *represent p < 0.05, **represent p < 0.01, ***represent p < 0.001.

of other control variables are also consistent with expectations. The larger the

market size is, the more favorable it is for American foreign M & A. The richer
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the host country’s oil and gas resources, the more mergers and acquisitions the
United States will make. Then the influence factors of host country’s system are
not significant in this case. In addition, due to the number of samples, the com-
mon boundary and common language mute variables have serious collinear
problems in the regression equation and are not reported.

The result is that for every unit of the U.S. economic policy uncertainty index
that goes up, the amount of foreign M & A falls by about 0.6%. If the last uncer-
tainty index LUSEPU a standard deviation, the amount of foreign M & A will
change by 18% in the next period: equivalent, the uncertainty index will change
by 0.7% relative to the average, and the average amount of foreign M & A will
change by 0.7%, which has a great impact on American overseas M & A. For
every percentage increase in the proportion of oil and gas exports from the host
country, the amount of mergers and acquisitions by the United States on average
increases by about 4.6 percentage points. For every percentage increase in the
host country’s GDP, the amount of foreign mergers and acquisitions in the
United States rose by about 2.6 percentage points. It can be understood that the
uncertainty of economic policy in the United States has a similar impact on the
amount of mergers and acquisitions per 1% change in the mean value and the
change of 0.27% GDP. So it can be predicted that the uncertainty of economic
policy is very important to the real economy.

Table 4, Table 5 are also based on the data regression results of the non-
equilibrium panel 1998-2016, mainly for the hypothesis 2 and 3. Hypothesis 2 is
to test whether the difference and absolute value of the uncertainty of economic
policy between the United States and the host country have an impact on the M
& A from the United States to the host country. Other control variables, like
those in the basic regression model, are the difference between the main inde-
pendent variables and the uncertainty of the two countries. Based on the results
of the external data of 22 countries, the difference of economic policy uncertain-
ty index between the United States and the host country has less and less signifi-
cant impact on the amount of foreign mergers and acquisitions in the United
States. Then the market size of other control variables and the influence of oil
and gas resources in natural resources on American overseas mergers and acqui-
sitions are smaller and smaller than the size of the basic regression significantly

positive in the same direction as expected. Other results are similar to Table 3.

5. Robustness Test

5.1. Change the Dependent Variable into the Number of
Acquisitions

Dependent variables are replaced by the number of mergers and acquisitions by

the United States to range of 0 to 1538. Other explanatory variables have the

same meaning as explained above. The Hausmann test of model selection was

also carried out before the double fixed effect was selected. The results are as

follows:
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Table 4. Other regression results.

Inm
e8] () (3) 4
epul -0.00039 -0.00017 -0.00013 3.08E-06
(-0.24) (-0.10) (-0.07) 0
metal 0.00669 0.0209 0.0185 0.0215
(-0.37) (~1.13) (~1.02) (-1.2)
fuel 0.0361 0.0391* 0.0425* 0.0405*
(-2.02) (-2.19) (-2.49) (-2.53)
Intapi 0.372 0.0637 0.0837 0.032
(~0.59) (-0.12) (-0.16) (~0.06)
Ingdp 6.104** 2.234% 2.208* 2.382*
(-3.32) (-2.51) (-2.63) (-2.53)
ggdp 0.0565* 0.0459 0.0465 0.0454
(-2.24) (-1.87) (-1.85) (~1.81)
Inpgdp -5.025
cc (-2.00) -0.281
ps (-0.42) -0.196
(-0.66)
rl -0.421
(-0.61)
dl 0 0 0 0
) ) () )
a2 0 0 0 0
) ) ) O
cons —108.5** —48.58% —48.28* —52.24*
(~3.50) (-2.44) (~2.56) (-2.45)
country yes yes yes yes
t yes yes yes yes
N 378 378 378 378
R? 0.1431 0.1346 0.1346 0.1353
F value 27.13 23.96 31.28 30.82
P 0.0000 0.0000 0.0000 0.0000
t statistics in parentheses; *represent p < 0.05, **represent p < 0.01, ***represent p < 0.001.
Table 5. Other regression results.
Inm
(€Y) (2) (3) 4
epu2 -0.00186 -0.0014 -0.00132 -0.0014
(-0.76) (-0.57) (~0.56) (~0.62)
metal 0.00425 0.0199 0.0174 0.0207
(-0.22) (-1.08) (-0.98) (-1.18)
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Continued
fuel 0.0356 0.0387* 0.0425* 0.0405%
(-1.96) (-2.12) (-2.48) (-2.51)
Intapi 0.373 0.0537 0.0759 0.0223
(=0.6) (-0.1) (-0.15) (=0.04)
Ingdp 6.413** 2.306* 2.272* 2.448*
(-3.14) (=2.5) (-2.61) (-2.52)
ggdp 0.0550* 0.0445 0.0453 0.0442
(-2.22) (~1.82) (~1.8) (-1.76)
Inpgdp —5.282
(-2.00)
cc -0.316
ps (-0.45) 0207
rl (=0.70) 0,445
(~0.62)
dl 0 0 0 0
O ) ) )
a2 0 0 0 0
) O ) )
cons —114.4** —-50.39* —49.91* —53.89*
(-3.25) (-2.41) (-2.51) (-2.42)
country yes yes yes yes
t yes yes yes yes
N 378 378 378 378
R? 0.1447 0.1355 0.1354 0.1363
F value 26.81 26.07 334 22.39
P 0.0000 0.0000 0.0000 0.0000

t statistics in parentheses; *represent p < 0.05, **represent p < 0.01, ***represent p < 0.001.

N, =0, + o *lusepu, + o, *CC, + oLy *PS, + o, * 1l + o * metal,
+ o xfuel, + o, *Intapi, + oy *Ingdp;, + a4 *ggdp, + o, * In pgdp;,
++d1+d2+u;, +u, +5

From the results in Table 6, it can be seen that there is a negative correlation
between the number of mergers and acquisitions in the host country and the
economic uncertainty index of the United States itself at a significant level of 5%,
indicating that under other conditions, the United States’ own economic uncer-
tainty index dropped 0.5 times per unit. It shows that the adverse effects of the
uncertainty of American economic policy on the economy spread to the beha-

vior of overseas investment, the enterprises as a whole reduce the economic
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Table 6. Robustness test regression results—Indicators to replace.

) @ 3 4)
lusepu —-0.486* -0.481* -0.488* -0.476*
(-2.37) (-2.29) (-2.29) (-2.29)
metal 1.488 1.844 1.559 1.751
(-0.61) (=0.75) (=0.65) (=0.73)
fuel 1.804 1.573 1.895 1.947
(-1.46) (-1.22) (-1.5) (-1.46)
Intapi -0.167 -5.83 —6.45 -5.008
(=0.01) (-0.28) (-0.28) (=0.23)
Ingdp 214.9 136.0%* 134.2%* 135.1%*
(-1.42) (-3.04) (-2.92) (-2.83)
ggdp 1.401 1.495 1.345 1.215
(-1.86) (-1.9) (-1.72) (-1.79)
Inpgdp -101.4
(=0.56)
cc —42.73
(-1.19)
ps -27.96
(~1.40)
rl 7.572
(-0.22)
dl 0 0 0 0
) ) ) O
a 0 0 0 0
) 0] 0 0]
cons —4807.8 —3544.4** —3522.4** —3581.9**
(-1.91) (-3.43) (-3.33) (-3.24)
country yes yes yes yes
t yes yes yes yes
N 406 406 406 406
R? 0.1373 0.141 0.1432 0.1363
F value 6.64 7.07 7.39 7.43
P 0.0003 0.0002 0.0002 0.0002

t statistics in parentheses; *represent p < 0.05, **represent p < 0.01, ***represent p < 0.001.

investment activities, and the frequency of foreign investment M & A activities is

also reduced. For each percentage increase in the GDP of the host country, the
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impact on the number of overseas mergers and acquisitions in the host country
is significantly increased. It shows that the search for market size is an important
motive for overseas M & A for the United States. Overall, the four regression
equations in Table 6 confirm that the uncertainty index of the United States has
a negative effect on the amount and number of overseas mergers and acquisi-
tions.

In addition, a supplementary test of Table 7 was performed, let the number

Table 7. Robustness test regression results—Indicators to replace.

n
(€] (2) (3 4 (5 (6) (7) 8 9 (10 (€3)) (12)
epul/epu2/epu3  0.0369 0.0299 0.0321 0.0449 -0.268* -0.257* -0.255* -0.283* 0.123 0.112 0.125 0.137
(-0.28) (-0.22) (-0.25) (-0.32) (-2.68) (-2.49) (-2.60) (-2.57) (-0.68) (-0.59) (-0.69) (-0.71)
metal 1.304 1.64 1.401 1.564 1.623 1.996 1.783 1.91 1.39 1.67 1.443 1.593
(-0.58) (-0.71)  (-0.61) (-0.7) (-0.8) (-0.93) (-0.84) (-0.95) (-0.58) (-0.69) (-0.6) (-0.67)
fuel 1.221 0.957 1.278 1.337 1.368 1.151 1.438 1.535 1.244 0.98 1.283 1.344
(-0.97)  (-0.72) (-0.98) (-0.98) (-1.2) (-0.94) (-1.2)  (-1.23) (-0.95) (-0.71) (-0.95)  (—0.95)
Intapi 2.76 -3.328 -3.746  -1.034  5.551 -1.322 -1.73 1.933 1.336 -3.58 —4.02 -1.601
(-0.12) (-0.17)  (-0.17) (-0.05) (-0.27) (-0.08) (-0.09) (-0.11) (-0.06) (-0.19) (-0.20) (-0.08)
Ingdp 193.5 122.1* 120.2* 116.2* 190.4 106.4** 105.0* 95.67* 178.8 121.0** 118.7* 115.7*
(-1.44) (-2.64) (-2.52) (-2.2) (-1.51) (-2.92) (-2.74) (-2.46) (-1.36) (-3.01) (-2.82) (-2.6)
ggdp 2.947* 2.942* 2.783* 2.728%  3.117* 3.068* 2.916* 2.797* 2.869* 2.910* 2.765* 2.669*
(-2.49)  (-2.45) (-2.44) (-2.5) (=2.67) (-2.41) (-2.42) (=2.37) (-237) (-2.28) (-2.28) (-2.31)
Inpgdp —-91.83 —-108.2 -74.12
(-0.55) (~0.67) (~0.45)
cc -42.07 -37.49 -39.9
(-1.21) (-1.14) (-1.11)
ps -23.17 -20.04 -22.89
(-1.23) (-1.13) (-1.26)
rl 15.18 29.79 15.19
(-0.37) (-0.79) (-0.39)
country yes yes yes yes yes yes yes yes yes yes yes yes
t yes yes yes yes yes yes yes yes yes yes yes yes
cons —4396.6 —3241.5%* —3218.2%* -3160.6* —4175.7 —2831.4** —2821.3** -2636.1** —4154.8 —3209.3** —-3175.9** —-3140.9**
(-1.99) (-2.99) (-2.88) (-2.55) (-2.06) (-3.31) (-3.16) (-2.87) (-1.93) (-3.42) (-3.24) (-3.00)
N 389 389 389 389 389 389 389 389 389 389 389 389
R? 0.0962 0.0999 0.1 0.0958 0.1127  0.1152 0.115 0.1135  0.0977  0.1013 0.1018 0.0977
F Value 9.07 9.62 10.96 9.87 9.41 9.76 10.26 9.36 10.16 10.39 11.93 10.72
P 0 0 0 0 0 0 0 0 0 0 0 0

t statistics in parentheses; *represent p < 0.05, **represent p < 0.01, ***represent p < 0.001.
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of mergers and acquisitions regress the host country uncertainty index (1) to (4),
the difference between the United States and the host country uncertainty index
(5) to (8), and the absolute value of the difference (9) to (12), respectively. The
result is not exactly the same as the amount of the merger, Only (5) to (8), the
effect of the uncertainty difference between the two countries on the number of
mergers and acquisitions in the United States is significantly negative at a signif-
icant level of 5%, that is, the greater the difference between the United States and
the host country, then the number of American mergers and acquisitions in the
host country will decrease, this shows that companies tend to go to countries
with greater economic policy uncertainty than the United States for overseas
mergers and acquisitions. This shows that the greater the uncertainty of the host
country’s economic policy, the more attractive the United States to carry out
overseas mergers and acquisitions. The results of other (1) to (4) and (9) to (12)
are the same as the results of the merger amount, and it shows that the absolute
value of uncertainty and the uncertainty of home country have no effect on M &
A in the United States.

5.2. Replace Unbalanced Panel with Balanced Panel

In the overall data from 1997 to 2016, due to the discontinuity of some coun-
tries” indicators of some years, the balance panel from 2003 to 2016 was used to
conduct a regression to test the impact of the uncertainty of the US’s own eco-
nomic index on the amount and number of M & A.

As can be seen from Table 8, America’s own economic policy uncertainty has
a negative impact on the amount and number of overseas acquisitions in the
United States, And the effect was significant at 5%, After balancing the panel,
The impact of economic policy uncertainty index on M & A has increased, The
underlying regression was a 1 unit increase in the economic policy uncertainty
index, M & A fell 0.6%, Now here is a drop of 0.7% with a small increase. It
shows that overseas mergers and acquisitions are more sensitive to economic
policy uncertainty. The impact of oil and gas resource fuel and market size GDP
on M & A amount has not changed much. In the same way, the impact on the
number of mergers and acquisitions is similar. The impact of the previous unit
on the number of mergers and acquisitions was 0.5 to 0.6 here. It shows that
American overseas mergers and acquisitions are more sensitive to their own un-

certainty index.

5.3. Regression of the Balance Panel Data from 2008 to 2016
after the Financial Crisis

Because of the subprime mortgage crisis in the United States in 2008, the data
after this point should be returned separately to test the robustness of the im-
pact. From the regression results: the impact of the United States’ own index on
its own overseas mergers and acquisitions is no longer significant. However, the

control variables appear new significant variables, the results show that the M &
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Table 8. Robustness test regression results—Data to replace.

Inm
1) (2) (3) (4) (5) (6) (7) (®)
lusepu -0.00761* -0.00738* -0.00735* —0.00741* -0.598* -0.591* -0.597* ~0.590*
(-2.21) (-2.12) (-2.11) (-2.10) (-2.70) (-2.64) (-2.70) (-2.70)
metal 0.00544 0.0125 0.0118 0.0111 0.915 1.136 1.039 1.024
(-0.23) (-0.52) (-0.51) (-0.52) (-0.5) (-0.6) (-0.54) (-0.53)
fuel 0.0461** 0.0446** 0.0468* 0.0480** 0.73 0.624 0.846 0.807
(-3.04) (-2.93) (-2.52) (-3.07) (-1.37) (-1.11) (-1.2) (-1.24)
Intapi -0.939 -1.085 -1.102 -1.106 -8.231 -11.87 -13.17 -11.87
(-1.20) (-1.73) (-1.74) (-1.73) (-0.58) (-0.75) (-0.75) (-0.66)
Ingdp 4.349 2.229% 2.242% 2.261 152.2 92.78** 95.72* 89.32%
(-2.02) (-2.25) (-2.17) (-1.92) (-1.17) (-2.85) (-2.68) (-2.48)
ggdp 0.0226 0.0192 0.0162 0.0165 1.459 1.419 1314 1.24
(-0.64) (-0.57) (~0.48) (-0.5) (-1.72) (-1.55) (~1.46) (-1.51)
Inpgdp -2.763 -76.72
(-0.83) (-0.48)
cc -0.452 -20.49
(-0.75) (-0.54)
ps 0.128 -6.875
(-0.3) (=0.17)
rl 0.0135 12.77
(-0.02) (-0.23)
dl 0 0 0 0 0 0 0 0
) ) (O] ) (O] ) ) )
@ 0 0 0 0 0 0 0 0
) ) ) ) () ) ) )
cons -69.07 -36.29 -36.96 -37.43 -3204.6 —2274.9* -2362.6* -2213.1*
(-2.04) (~1.64) (-1.59) (-1.41) (-1.53) (-2.74) (~2.66) (-2.54)
country yes yes yes yes yes yes yes yes
t yes yes yes yes yes yes yes yes
N 305 305 305 305 308 308 308 308
R? 0.0957 0.0952 0.0933 0.093 0.0628 0.0623 0.0628 0.062
F value 21.69 22.37 22.63 26.05 2.67 2.84 2.83 2.89
P 0.0000 0.0000 0.0000 0.0000 0.0109 0.03 0.0305 0.0281

t statistics in parentheses; *represent p < 0.05, **represent p < 0.01, ***represent p < 0.001.

A amount and the strategic resources of the host country show a reverse rela-

tionship, which is not completely consistent with the facts. Therefore, the results
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are checked and found after excluding the sample data. A large number of sam-
ple size is missing, resulting in the original linear irrelevant indicators also be-
come relevant. There is a serious collinearity between Intapi and Ingdp here. So
the symbol is wrong. But there is the fact that uncertainty about U.S. economic
policy has no longer had a significant impact on U.S. overseas acquisitions. The
explanation is as follows: First, the economic crisis has affected the economy of
the United States itself and the whole economy, at this time the United States is
in the low valley of cyclical economic fluctuations, the capital market of the
United States has been seriously hit, at this time the capital is lacking. Therefore, in
the system, the total amount of foreign mergers and acquisitions will be affected
and will absorb the impact of economic policy uncertainty. Second, because the
amount of panel data is not large, it is easy to lose the sample information by ba-
lancing twice, which leads to the result that it is easy not to be significant.

Table 9 also shows that the impact of economic uncertainty on the number of

mergers and acquisitions in the United States can still be partially significant.

Table 9. Robustness test regression results—Data to replace.

lusepu

metal

fuel

Intapi

Ingdp

ggdp

Inpgdp

cc

ps

rl

Inm n
(€] (2) (3 4 (5) (6) (7) ®)

—0.00514 —0.00528 —0.00527 —0.00504 —0.736** —0.630* —0.637* —0.612*
(-1.18) (-1.29) (-1.30) (-1.10) (-3.22) (-2.74) (—2.80) (-2.79)
0.127 0.13 0.132 0.122 4.351 4.529 4.7 3.595
(-1.71) (-1.72) (-1.69) (-1.7) (~1.49) (-1.18) (-1.2) (~0.84)
0.0301 0.0316 0.0331 0.0303 1.739 0.766 1.126 0.722
(-0.72) (-0.77) (-0.83) (-0.73) (-1.75) (-0.75) (-0.92) (-0.7)
—2.320%* —2.270%* —2.334%¢% —2.291%* -9.389 -22.93 -33.77 -28.35
(-3.45) (-3.34) (-3.94) (-3.50) (-0.63) (-0.87) (-0.99) (-1.06)
3.693 4.548%* 4.719%* 4.398% 939.1* 141.2% 170.9 131.2
(-0.62) (-3.26) (-3.41) (-2.65) (-2.62) (-2.25) (-2.02) (-1.83)
-0.016 -0.0148 -0.0173 —0.0141 1.869 1.138 0.762 1.138
(-0.37) (-0.36) (-0.41) (-0.33) (-1.44) (-0.96) (-0.58) (-0.87)

1.107 —989.0%

(-0.15) (-2.39)

—0.189 —41.03
(-0.18) (-0.80)
-0.398 -55.5
(-0.54) (-0.72)
0.32 28.71
(-0.28) (-0.33)
0 0 0 0 0 0 0 0
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Continued
a2 0 0 0 0 0 0 0 0
() ) ) ) ) ) ) )
cons -77.5 -90.40* —94.63% —86.49% —15863.4* -3515.3* —4260. 9 —3247.7
(-0.81) (-2.62) (-2.74) (-2.13) (-2.72) (-2.12) (-1.96) (-1.76)
country yes yes yes yes yes yes yes yes
t yes yes yes yes yes yes yes yes
N 195 195 195 195 198 198 198 198
R? 0.1465 0.1466 0.1481 0.1469 0.158 0.1154 0.1241 0.1121
F value 19.91 23.85 15.41 15.64 2.49 1.92 2.52 1.92
P 0.0000 0.0000 0.0000 0.0000 0.0499 0.1177 0.0478 0.1165

t statistics in parentheses; *represent p < 0.05, **represent p < 0.01, ***represent p < 0.001.

The results show that at the significant level of 5%, the economic policy un-
certainty index rises by 1 unit, and the number of overseas mergers and acquisi-
tions drops 0.6 times. This shows that even after the economic crisis, the activity
of foreign M & A is still based on the uncertainty of domestic economic policy.
The more uncertain the domestic economic policies are, the more conservative
enterprises are and the less willing they are to make transnational investments,

which will reduce overseas M & A activities.

6. Conclusions and Implications

According to the regression results of American M & A data from 1997-2016,
there is a negative relationship between American overseas M & A and its own
economic policy uncertainty index. It shows that the uncertainty of economic
policy in the United States will dampen the enthusiasm of investment and re-
strain the expansion of enterprises. And from the overall regression results, un-
der other unchanged conditions, for every 1% change in the uncertainty of eco-
nomic policies in the United States relative to the mean, the amount of overseas
mergers and acquisitions in the United States changes by 0.7%, which is equiva-
lent to the impact of 0.27% change in the GDP of host countries. The number of
foreign mergers and acquisitions in the United States is also negatively affected
by the uncertainty of its own economic policies. The degree of influence is that
for every 1 unit change in the previous index, the number of mergers and acqui-
sitions in the host country also decreases by about 0.5 times. The relationship
between American overseas M & A and host country uncertainty (epu) and the
difference (epul) of economic policy uncertainty between the two countries is
not significant.

Compared with objective geographical and natural factors, scientific and
technological factors brought by long-term human capital accumulation, as well
as macro-economic growth and other market factors, the stability of economic

policies is more easily controlled by a country’s government. Therefore, main-
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taining the stability of economic policies is of positive significance for overseas
M & A. Therefore, based on the real situation, the United States should continue
to maintain normal economic activities with the other economies of the world,
while the ruling party of the United States should maintain policy continuity and
predictability, and should implement more robust economic policies, to main-
tain the information and enthusiasm of domestic investors to promote U.S. for-
eign investment activities to promote sustained economic development. In addi-
tion, there are some limitations in this paper. For example, the number of sam-
ple countries of M & A is not large enough, and qualified scholars can further
expand the number of sample countries of M & A, which can not only improve
the accuracy of data, but also further verify the correctness of the research results

of the article.
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