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Impact of M&A Transaction Characteristics on the Allocation of

Merger Consideration to Goodwill
HUANG Yong, ZHANG Qiwei, ZHANG Yujie

Abstract: With the rise of mergers and acquisitions ( M&A ), goodwill is generated after the completion of
M&A in many enterprises. Goodwill is an asset formed when an enterprise pays more than the fair value of the net as-
sets of the acquired or merged enterprise to obtain more brands, technologies, and market shares during the M&A.
Excessive goodwill may lead to huge goodwill impairment losses in the post-merger goodwill impairment test. This pa-
per constructs a theoretical research model based on the characteristics of enterprise economy and M&A to explore the
impact of M&A transaction characteristics on the allocation of merger consideration to goodwill. We selected 200
M&A events in major asset restructuring from January 1, 2016 to April 1, 2021 to conduct statistical and analytical
models. The findings show that fixed and intangible assets, M&A in the same industry, and M&A premium rate are
positively related to the value of goodwill. In contrast, friendly M&A is negatively related to the goodwill. The find-
ings have important implications for enhancing the effectiveness and fairness of impairment testing, as well as safe-
guarding the truthfulness and transparency of accounting information.

Keywords: goodwill; merger consideration allocation; goodwill impairment; corporate merger and acquisition;

M&A transaction characteristics
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