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A boom in company takeovers has been 
gathering pace for a number of years. 
But the party may have only have just 
begun. The conditions are perfect for 
a further surge in M&A activity: many 
companies are flush with cash, private 
equity “dry powder” is close to a record 
high (money raised but not yet invested) 
and borrowing costs are historically low.

But who is doing the buying? And what 
does the data tell us about how these 
deals affect the performance of the  
buyers and the bought?
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Our research on the US stock market has found that it has been 
public companies, not private equity, behind most of the activity, 
jarring with the wider media narrative. However, we also found 
that private equity is in position to play a bigger role in future. 
Understanding this takeover trend is going to become  
ever more important.

Our research found that:

 Ȃ 38% of companies that were listed on the US stock  
market at the end of 2010 had de-listed before the decade  
was out. 23% were bought by another public company,  
9% by a private entity, and 6% de-listed for another reason  
(such as bankruptcy or a breach of stock exchange rules). 

 Ȃ Stock market investors retained an ongoing share in the 
prospects of most of these companies, only as part of another 
public company, not on a stand-alone basis. “De-equitisation” 
has not been as severe as previously thought.

 Ȃ The need for buyers to offer a takeover premium drove 76% of 
targets to outperform their industry group in the 12-months 
before being bought. Median outperformance was 19%.

 Ȃ A majority (57%) of public acquirors went on to underperform 
their industry group after buying another public company. 
Median three-year underperformance was 6%. But those 
that outperformed did so handsomely (median 23%).  
That temptation is one reason why M&A is so popular 
among executives.

 Ȃ Better outcomes have been associated with smaller,  
bolt-on deals, larger, better-resourced buyers, and  
more experienced buyers of public companies. 

 Ȃ Most companies to be bought were relatively small,  
and their outperformance made little dent in broad market 
returns. Only more active stock pickers, and predominantly 
those investing in smaller companies, would have been  
able to take advantage of the takeover boom Ȃ perhaps  
one reason, among many, why active small cap managers 
have a better track record then their large cap equivalents.
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Where have all the public companies gone?

There were 2,590 companies spread across the large, mid and 
small-cap sectors of the US stock market at the end of 2010 
(MSCI USA Investible Market Index). Over the next ten years, 
977 of them (38%) de-listed. Against a backdrop of soaring 
US stock prices, many investors have been unaware of this 
significant development in the corporate sector. But, for the 
companies involved, its impact has been dramatic.

This finding is consistent with previous work we have  
carried out, which showed that there has been a more than  
two-decade long decline in the number of public companies  
in the US, and many other parts of the world. At the end  
of 2020, the number of US public companies had fallen  
to roughly half its 1996-peak (3,633 vs 7,325).

A collapse in appetite from private companies to join the public 
market has been one driver of this. There have been an average 
of 129 initial public offerings (IPOs) per year in the 20 years  
to 2020. In the previous 20 years there was an average of 400. 
Both the increased cost and hassle of a public listing, and the 
increased availability and appeal of private equity and debt, 
have played a role here. 

Our new research into the de-listing side of the coin finds that 
a powerful force has been behind it: mergers and acquisitions 
(M&A). The consequences of this M&A-effect are profound, 
for the performance of the companies being bought, the 
companies doing the buying, and society at large. And, if 
anything, the scene is set for M&A to be just as influential,  
if not more so, over the next 10 years.  

The M&A influence
Of the 977 companies that delisted during the 2011Ȃ2020 
period, 84% (822) did so because they were bought by or 
merged with another company (Figure 1). Over three quarters 
of these were small cap stocks (not unexpected given that  
small caps made up over three quarters of companies in the  
US stock market at the end of 2010). Companies in the IT and  
health care sectors have been the most popular acquisition  
targets (Figure 2).

Importantly, the vast majority were bought by another  
public company (Figure 1). All told, 60% of the companies  
that delisted did not exit the stock market when they delisted.  
They continued to remain part of it, only as part of another 
public company, not on a stand-alone basis. 

Once you understand this, the concern that stock market 
investors have been losing out by the market capturing  
a smaller part of the overall corporate universe is not  
as dramatic as you might first think. 

Yes, some companies have delisted after being bought  
by private equity or private companies, but these have been 
in the minority Ȃ although as we argue later, there is a real 
possibility this could play a bigger role in future. Even fewer 
have delisted voluntarily or because they have breached stock 
market rules (e.g. on minimum size or trading volumes). M&A 
by other public companies has been the dominant influence.
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Figure 1: Most companies that delisted were bought by another public company

Number of 
companies % of companies

% of delisted 
companies

% of acquired 
companies

Constituents of MSCI USA IMI 31 December 2010 2,590

Still listed 1,613 62%

Delisted 977 38%

Acquired 822 32% 84%

By public company 590 23% 60% 72%

By private entity 232 9% 24% 28%

Delisted for other reason 155 6% 16%

Analysis based on companies that were constituents of MSCI USA IMI on 31 December 2010. Data to 31 December 2020.  
Source: Refinitiv Datastream, Schroders

Figure 2: Most acquired companies were small caps, with the IT and healthcare sectors most popular
Number of acquired companies in each size bucket      Number of acquired companies in each sector

Analysis based on companies that were constituents of MSCI USA IMI on 31 December 2010 and that were acquired over the following decade. Classification based on 
whether stock was a member of MSCI USA or large, mid or small cap index 12 months prior to delisting. Data to 31 December 2020. Source: Refinitiv Datastream, Schroders 
* no longer member of MSCI USA IMI index on acquisition, but median market capitalisation $147 million, so typically very small companies
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company
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Still listed:
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Our research confirms what you might expect – most M&A has 
involved a transfer of value from buyer to target shareholders. 
Most companies that were bought outperformed their peers 
and most that did the buying underperformed theirs. But there 
are some interesting nuances. 

Bid activity boosts performance  
of acquired companies
76% of acquired companies outperformed their industry group 
(as defined by GICS) in the 12 months before being bought  
(a period which would typically capture the bid announcement 
and hence any impact of the bid on the target’s share price). 
The median level of outperformance was 19% (mean 31%).  
Even bottom quartile performing acquisition targets managed  
to outperform (Figure 3).

This outperformance shouldn’t be a surprise. It reflects  
the “takeover premium” that buyers typically have to offer.  
There is value in gaining control of a company. It enables  
a buyer to hire and fire directors, influence a company’s 
strategy, set dividends, and perform many other valuable 
functions. There is a price to gaining this control, and the bidder 
will usually have to offer a healthy premium over the prevailing 
share price to convince existing shareholders to sell to them.

But most acquirors go on to underperform…
72% of the acquirors of US public companies have been  
other public companies (Figure 1), overwhelmingly US ones  
(see Appendix 1 for a regional breakdown). Being public 
companies, it is relatively straightforward to assess how  
they (both US and non-US public acquirors) performed  
post-acquisition. 

Consistent with findings in academic research, we found that 
most companies underperform their peers after completing  
an acquisition (Figure 4). The median company underperformed 
its industry group by 3% in the year after. And poor performance 
continued for at least the next two years. 

That still means that a large proportion of acquirors (41Ȃ43%) 
went on to outperform. And the median level of outperformance 
among that group is 14% one-year post-acquisition, rising  
to 23% over three years. Although most struggle, successful 
M&A can be highly value-additive, one reason why  
it is so popular among executives.

How has M&A impacted share  
price performance?

Figure 3: Companies that were bought significantly 
outperformed their peers in the run up to being acquired
Performance vs industry group in the run up to de-listing:

12m before 9m before 6m before

75th percentile 44% 41% 38%

Mean 31% 28% 23%

Mean 19% 20% 16%

25th percentile 1% 3% 1%

% outperformed 76% 78% 77%

Past performance is not a guide to the future and may  
not be repeated

Analysis based on companies that were constituents of MSCI USA IMI on 31 
December 2010. Data to 31 December 2020. Industry group defined by GICS. 
Source: Refinitiv Datastream, Schroders

1 year 2 years 3 years

75th percentile 11% 15% 20%

Mean -2% -5% -8%

Median -3% -6% -6%

25th percentile -18% -33% -39%

% underperformed 57% 59% 58%

Past performance is not a guide to the future and may  
not be repeated

Analysis based on public companies who acquired public companies that were 
constituents of MSCI USA IMI on 31 December 2010. Comparator reflects acquiror’s 
industry group and country of listing. Deals which took place more recently than the 
stated time horizons, or where the acquiror de-listed before that time horizon had 
elapsed are not included. Including delisted acquirors makes negligible difference  
to the results. Source: Refinitiv Datastream, Schroders. Post-acquisition performance 
data to 30 September 2021.

Figure 4: M&A is a drag on performance for most acquirors
Acquiror performance vs industry group in 1Ȃ3 years  
after acquisition:
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What types of takeovers are associated  
with better performance?

1. Small bolt-on deals are better than large 
transformational deals
Companies which bought companies which were small  
relative to themselves fared much better than those which 
went bigger (Figure 5). This likely reflects the greater challenges 
in integrating a larger deal Ȃ it takes up more management 
time and can be more disruptive to corporate culture  
at both organisations. 

The average company in the first quartile of acquirors, based 
on the size of the target relative to the size of the acquiror, 
outperformed its industry group in the one to three years  
after acquisition. This covers acquisitions which were less  
than 9% of the acquiror’s size. 

In contrast, all larger acquisitions have been associated with 
underperformance. Interestingly, there is not a dramatic 
difference in underperformance depending on whether  
an acquisition was medium-sized or very large.

Results are less positive for the median acquiror in the first 
quartile than the mean. But the same broad conclusion holds 
that companies performed better, on average, in the aftermath 
of smaller acquisitions. 

Figure 5: Companies making small acquisitions have outperformed but others have underperformed
Performance of acquiror relative to industry group in the 1–3 years after acquisition
Average acquiror in each quartile Median acquiror in each quartile

Past performance is not a guide to the future and may not be repeated

Analysis based on public companies who acquired public companies that were constituents of MSCI USA IMI on 31 December 2010. Comparator reflects acquiror’s 
industry group and country of listing. Deals which took place more recently than the stated time horizons, or where the acquiror de-listed before that time horizon had 
elapsed are not included. Including delisted acquirors makes negligible difference to the results. Source: Refinitiv Datastream, Schroders. Post-acquisition performance 
data to 30 September 2021.
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Figure 7: Most individual acquirors underperformed but 
collectively they outperformed 
Performance of US public acquirors relative to MSCI USA IMI  
in the 1Ȃ3 years after acquisition

2. Larger acquirers have better track records  
than small ones
This overlaps with the previous point but is subtly different 
and reflects a different dynamic. In practical terms, small 
companies are more likely to come under operational strain 
due to their more limited resources, regardless of the size  
of an acquisition (Figure 6). 

This can be contrasted with the previous point which  
is that companies are less likely to be distracted or encounter 
disruption to their operations when integrating a target that  
is small relative to themselves (Figure 5). 

An interesting side-effect of bigger companies doing better 
is that, even though a majority of acquirors underperformed 
post-acquisition, in aggregate (on a market-capitalisation 
weighted basis) they roughly matched the market. Figure 7 
shows this dichotomy for US acquirors (which represent 79%  
of all public acquirors). Performance here is shown relative 
to the MSCI USA IMI, not the industry groups benchmarked 
against earlier (Figure 7).

Figure 6: Larger companies have performed better than smaller ones post-acquisition
Performance of acquiror relative to industry group in the 1Ȃ3 years after acquisition

Average acquiror in each quartile Median acquiror in each quartile

Past performance is not a guide to the future and may not be repeated

Analysis based on public companies who acquired public companies that were constituents of MSCI USA IMI on 31 December 2010. Comparator reflects acquiror’s 
industry group and country of listing. Deals which took place more recently than the stated time horizons, or where the acquiror de-listed before that time horizon had 
elapsed are not included. Including delisted acquirors makes negligible difference to the results. Source: Refinitiv Datastream, Schroders. Post-acquisition performance 
data to 30 September 2021.

Past performance is not a guide to the future and may  
not be repeated

Market-cap weight is based on an acquiror’s weight in MSCI USA IMI the day 
after the acquisition closes. Analysis based on public companies who acquired 
public companies that were constituents of MSCI USA IMI on 31 December 2010. 
Deals which took place more recently than the stated time horizons, or where the 
acquiror de-listed before that time horizon had elapsed are not included. Including 
delisted acquirors makes negligible difference to the results. Source: Refinitiv 
Datastream, Schroders. Post-acquisition performance data to 30 September 2021.
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3. Serial-acquirors appear to do better than  
one-time acquirors
There is also some tentative evidence that one-time acquirors 
performed worse post-acquisition than those who bought 
more (Figure 8). In particular, those that bought more than  
two companies fared best, although the number of acquisitions 
captured by this category is too small to draw firm conclusions 
(68 acquisitions spread across 19 acquirors, with 35 of these 
accounted for by only eight acquirors). 

The most active acquirors have been Oracle, Broadcom,  
and Microchip Technology, each with five over the decade.  
They were followed by Thermo Fisher Scientific, Merck, 
Danaher, IBM and Berkshire Hathaway, who each bought four. 

Intuitively, there is some logic to this result. A company that  
is less experienced in buying and integrating companies  
is more likely to struggle with some aspect of this. In contrast, 
more experienced acquirors may have a learned skillset,  
and more established processes and systems in place,  
to manage the process effectively. 

This result would appear to contradict the popular,  
and critical, narrative that serial acquirors are “empire building”.  
However, further work would be needed to say this with  
more confidence. 

Past performance is not a guide to the future and may not be repeated

Analysis based on public companies who acquired public companies that were constituents of MSCI USA IMI on 31 December 2010. Comparator reflects acquiror’s 
industry group and country of listing. Deals which took place more recently than the stated time horizons, or where the acquiror de-listed before that time horizon had 
elapsed are not included. Including delisted acquirors makes negligible difference to the results. Source: Refinitiv Datastream, Schroders. Post-acquisition performance 
data to 30 September 2021.

Figure 8: Tentative evidence that serial acquirors deliver better outcomes than one-time acquirors
Performance of acquiror relative to industry group in the 1Ȃ3 years after acquisition

Average acquiror in each quartile Median acquiror in each quartile
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Although takeover premiums boosted the share prices of target 
companies, in aggregate and perhaps surprisingly, this had 
little impact on broader stock market returns. This is because 
most were relatively small companies. The median target  
made up just 0.01% of the MSCI USA IMI index 12 months 
before being bought. And even within the small cap market,  
the largest company to be bought was only 0.25% of the 
market. The median was 0.04%. It doesn’t really matter how 
good their individual performance was. Their small weights 
mean their impact at the overall market level was small  
(Figure 9 Ȃ more details on the characteristics of companies  
that were acquired can be found in Appendix 1).

We can approximate each stock’s impact by multiplying its 
benchmark outperformance by its weight in that benchmark 
12 months prior to being acquired. Their collective impact 
can then be approximated as the sum of all these weighted 
outperformance figures. For example, even though 623  
small cap stocks were acquired, and the median level  
of outperformance of the MSCI US small cap index was 21%, 
collectively, their outperformance amounted to only 8.0%  

Nuanced investment implications 

Figure 9: Although they outperformed strongly, acquired companies had little impact on the market overall
Performance impact of all companies that were acquired in the 12-months before being acquired

Number of 
companies

Proportion 
outperformed 

benchmark

Median 
outperf of 

benchmark

Median weight 
12-months 

prior to 
acquisition

Aggregate  
outperf. (weighted  

by market cap) 

10yr 
benchmark 

perf

Total 822

MSCI USA IMI 742 78% 20% 0.01% 2.7% 266%

MSCI USA (large/mid) 119 82% 19% 0.05% 1.8% 275%

MSCI USA Large cap 37 89% 20% 0.16% 1.2% 282%

MSCI USA Mid cap 82 80% 19% 0.26% 4.8% 234%

MSCI USA Small cap 623 77% 21% 0.04% 8.0% 215%

No longer index 
member

80 n/a n/a n/a n/a n/a

Past performance is not a guide to the future and may not be repeated

Analysis based on companies that were constituents of MSCI USA IMI on 31 December 2010. Data to 31 December 2020. Source: Refinitiv Datastream, Schroders. 

once their small weights were taken into account (Figure 9).  
This pales into insignificance when compared with the  
215% that the MSCI USA Small cap index returned over  
the same period. 

It is similar for mid and large caps, and the market overall. 
In all cases, acquired companies had little impact on the 
performance of their respective benchmarks in the run  
up to being bought. 

Only more active stock pickers, and predominantly those 
investing in smaller companies, would have been able to take 
advantage Ȃ perhaps one reason, among many, why active 
small cap managers have a better track record then their large 
cap equivalents. 

On the acquiror side, investors should not reject M&A out  
of hand as being value-destructive. But they should be more 
wary of smaller, more inexperienced buyers who go down this 
route. And blockbuster deals should come with a clear health 
warning. As with most investing, selectivity is key.
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Wider consequences

Companies buy or merge with other companies for many  
reasons. These including increasing market share (by buying  
up a competitor), expanding into a new region, market or sector, 
acquiring ownership of a technology which they want exclusive 
rights to, or more mundane financial reasons such as business 
synergies (when you combine two businesses you can usually 
reduce costs by consolidating many central functions e.g. you 
only need one finance department). It can be a sign of a healthy, 
dynamic, re-invigorating, corporate sector. 

In many cases it can also give the acquiror greater power over its 
competition. And, in recent decades, there have been signs that 
competition has weakened across the US economy. Over the 
past three decades, the average number of US M&A deals per 
year across public and private markets increased from around 
5,600 to more than 10,000. The acquisitions of public companies 
analysed in this paper are only the tip of the iceberg. They are 
swamped by acquisitions of private companies. 

Lax antitrust enforcement (Figure 10) has facilitated this wave  
of market consolidation, as regulatory authorities have challenged 
fewer deals on anticompetitive grounds than in the past. This has 
paved the way for companies to consolidate their market shares.

More than 75% of US industries have become more concentrated, 
as a handful of firms increasingly dominate their respective 
industries in terms of sales, profits and equity returns. There is 
growing concern that it is indirectly harming consumers and 
worsening income inequality. An executive order issued by the 
Biden administration in July 2021 made this very point, stating:

“Over the last several decades, as industries have consolidated, 
competition has weakened in too many markets, denying 
Americans the benefits of an open economy and widening racial, 
income, and wealth inequality. Federal government inaction  
has contributed to these problems”

While it is unclear what will arise from this Executive Order,  
or if it will even pass through Congress, it highlights how far  
up concerns have got. The consequences of M&A are clearly  
not restricted to stock price performance. For more on 
this topics, please see The rise of US superstar firms and its 
implications for investors.

Figure 10: US authorities have taken a more relaxed view of industry concentration
Department of Justice antitrust investigations initiated

Data to 2019. Source: US Department of Justice, Schroders
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Public companies are sitting on near-record amounts  
of cash (in both nominal and real terms), private equity  
has a dry powder war-chest to spend (money raised but  
not yet invested), and borrowing costs are historically  
cheap. The ingredients are in place for an M&A boom  
which could blow what occurred in the 2011Ȃ2020  
period out of the water (Figure 11).

One important development is that private equity is likely  
to play a more prominent role in the current decade than  
in the last. Average private equity fund sizes and, consequently, 
deal sizes, have been on the increase. A record 54% of money 
raised by US private equity funds in the first half of 2021  
was raised by mega-funds, those with assets of over  

Looking to the future: the outlook for M&A

Borrowing costs close to record lows
Yield to worst, %

Global private equity dry powder war-chest
$ billions

* Cash and equivalents (cash) are classified under current assets on the  
balance sheet, and represent the readily available discretionary liquid assets  
of a company. Cash is measured for the S&P Industrials (Old), which consist  
of the S&P 500 minus Financials, Real Estate (which used to be part of Financials), 
Utilities and Transportation (which is now a subgroup of the GICS Industrials 
sector), since these issues maintain high cash reserves as part of their  
normal operating process. Data on cash balances is to 30 June 2021 (latest figure 
is provisional), private equity dry powder is to 31 December 2020, bond yields are 
to 30 September 2021. Source: Standard & Poor’s for cash balances, PitchBook 
for dry powder, Refinitiv for bond yields.

Figure 12: Private equity is willing and able to write  
bigger cheques

Figure 11: The ingredients for an era-defining boom in M&A
Near-record aggregate cash balances at S&P 500 companies*
$ billions
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$5 billion. A decade ago, this proportion stood at only 9%.  
This trend towards increasingly large funds is occurring  
in North America, Europe and Asia (Figure 12).

This results in a gravitational pull towards larger deals,  
as this is the most efficient way for these very large funds  
to deploy capital. Public companies are likely to be more  
easily digestible and on their radar than in the past.

The strongest argument against a boom in M&A lies in tighter 
regulation. However, it is more likely that antitrust red flags 
would be raised for larger transactions attempted by larger 
companies, or for industry consolidation plays. But it is unlikely 
that this would dramatically alter the M&A environment in the 
vast majority of cases, especially when considered alongside  
the highly supportive backdrop for deal-financing. 

Mega-funds are those with assets of more than $5 billion. 2021 figure is as of  
30 June 2021. Source: Pitchbook
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Conclusion

M&A has swallowed up almost 40% of the companies 
that were listed on the US stock market in 2010. But this 
is not as troubling an outcome as might first be thought. 
It can be one sign of a healthy and dynamic  
corporate sector. 

In addition, most of these companies have not left the 
public realm. The majority have been bought by other 
public companies. Stock market investors have retained 
a stake in their ongoing prospects.

Despite its reputation, private equity has only been  
a bit-part player in the buying of public companies.  
But, given the increasing weight that ever-larger private 
equity funds now punch, and the amount of dry powder 
the industry wields, it is likely to play a more prominent 
role in the years to come.

In performance terms, M&A has been value-additive for 
most companies being bought. However, the relatively 
small size of companies being bought means that only 
active stock pickers in the small cap space are likely  
to have felt much impact in performance terms. 

On the other side of the coin, M&A has been  
value destructive for most acquirors but a sizable 
proportion have gone on to do very well. Larger,  
and more experienced serial-acquirors have better 
track records, as do those buying easier-to-digest,  
relatively small, companies.

High cash balances, private equity dry powder,  
and cheap borrowing costs mean that there will  
be no shortage of potential buyers of companies  
in the coming years. The scene is set for M&A to play 
an even bigger role than it did over the past decade. 
Investors can benefit from this, but adding value from 
this insight is only really a plausible outcome for  
actively managed strategies, particularly those 
investing in small companies.
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Appendix 1: Additional characteristics  
of targets and acquirors
Figure 13: Most acquisition targets were small caps, and even the small caps were small
Which indices were companies members of 12-months prior to M&A driven delisting?

Number of companies Average weight in index Median weight in index Max weight in index

Total 822

MSCI USA IMI 742 0.02% 0.01% 0.31%

MSCI USA (large/mid) 119 0.08% 0.05% 0.35%

MSCI USA Large cap 37 0.18% 0.16% 0.41%

MSCI USA Mid cap 82 0.28% 0.26% 0.57%

MSCI USA Small cap 623 0.05% 0.04% 0.25%

No longer index member 80 n/a n/a n/a

Past performance is not a guide to the future and may not be repeated

Analysis based on companies that were constituents of MSCI USA IMI on 31 December 2010. Data to 31 December 2020. Source: Refinitiv Datastream, Schroders

Figure 14: US public companies have been the biggest buyers of US public companies

Number of acquirors

US-listed 469

Europe ex UK-listed 49

Canada-listed 22

Japan-listed 19

UK-listed 17

Emerging Asia-listed 7

Other listed 7

Private entity 232

Total 822

Past performance is not a guide to the future and may not be repeated

Analysis based on public acquirors of companies that were constituents of MSCI USA IMI on 31 December 2010. Data to 31 December 2020.  
Source: Refinitiv Datastream, Schroders. 

Figure 15: The median target has been around a quarter of the size of the company buying it
Size distribution 12-months before de-listing, full market capitalisation ($m)

Target Acquiror Target as proportion of acquiror (where both public companies)

75th percentile 4,224 33,875 47%

Mean 4,482 32,204 34%

Median 1,601 10,822 26%

25th percentile 630 3,025 9%

Past performance is not a guide to the future and may not be repeated

Analysis based on companies that were constituents of MSCI USA IMI on 31 December 2010. Source: Refinitiv Datastream, Schroders. Note that the entries in the third column 
are not simply equal to the first column divided by the second column for a number of reasons, including that there are 822 public targets but only 590 public acquirors. 
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