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Abstract

M&A of China’s capital market has become an important part of the economic
activity in China since the 1990s, and “Baoyan Storm” in 1993 formally opened the
curtain of M&A of China’s capital market. Since then, M&A has gradually become an
important way for enterprises to seek external growth and scale expansion, promoting
the rapid development of China’s capital market.

In order to make up for the deficiency of listed companies’ structural defects,
M&A'’s professionalization and high risk require the participation of investment banks,
accounting firms and other intermediary agencies. Among all the agencies, accounting
firms, providing service to the both parties of M&A, participate in the whole process
of the transaction. So considering its professional quality and institutional constraints,
accounting firms can play an important role in the M&A deals. However, most of the
relevant literatures at home and abroad discussed auditors’ influence on M&A from a
single party, and few literatures discussed the problem of shared auditors’ influence
on M&A. Therefore, this paper has a certain theoretical and practical significance, as
it focuses on whether the both parties in M&A share the same auditors.

This paper takes China’s A-share listed companies’ M&A events between 2011
and 2015 as samples for empirical research, and tests shared auditors’ influence on
M&A’s completion rate, efficiency and long-term stock performance. The results
show that when both parties share the same auditors, accounting firms’ interests are
more likely to reach an agreement, and the target company’s auditors are more willing
to cooperate with acquirer’s due diligence work and help both parties complete M&A
deal successfully. The results also show that when both parties share the same auditors,
accounting firms are more likely to form a conspiracy with both parties, i.e.
accounting firms will be willing to reduce audit quality in order to whitewash

financial data, and this will lead to adverse impacts on long-term stock performance.
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