Does Share Buyback Deter Takeover Attempts?

H1: Share repurchasing reduces the ex post probability of a firm becoming a takeover target.

H?2: Share repurchasing reduces the ex post probability of becoming a takeover target for firms
with high ex ante takeover probability.

H3: Firms with a higher ex ante takeover probability pay a higher average price to buy back their
shares.

Despite the numerous theoretical models, there has been no direct evidence on the takeover deterring
effect of share repurchasing. | study whether share repurchase helps reduce the ex post takeover bids on
a large sample from 1984 to 2011. The results show that for firims with high ex ante takeover
probability, buying back shares indeed reduces their ex post takeover bids. The results are robust to
different sample periods and different measures of share repurchase. | also find that firms with higher ex
ante takeover probability tend to pay a higher price to buy back their shares. The empirical evidence

presented here provides a missing piece in testing of takeover deterrence hypothesis.
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