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Abstract

This paper aims to test whether a large regional bank merger has anti-competitive effects 

using an event study approach.  Specifically, it tests how the stock prices of competing

banks were affected by news of the Banc One/First Chicago and Fleet 

Financial/BankBoston mergers.  The paper finds no evidence that either merger had a pro 

or anti-competitive effect.  Not only do various pieces of news about the mergers have no 

statistically significant effects on competitors’ stock price returns, the signs of the effects 

vary across competitors and are small in magnitude.  This paper discusses various 

explanations for this pattern.  

I. Introduction

A question of long-standing academic and practical interest is whether mergers have pro 

or anti-competitive effects.  The banking industry was affected by a wave of mergers in 

the 1990s.1 Banking is a large sector of the economy and it is important to understand 

how banking mergers affect bank customers.  Bank mergers could be pro-competitive if 

the merger allows the merging banks to become more efficient and offer more 

competitive products to customers.  On the other hand, the merger could be anti-

competitive if the reduction in the number of competing banks results in increased prices.   

The existing literature on the competitive effects of banking mergers has provided mixed 

results. Cetorelli (2001) notes “theoretical contributions have identified both positive and 
  

1 “New Evidence and Perspectives on Mergers”; Gregor Andrade, Mark Mitchell and Erik Stafford (105-
107)
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negative effects of bank competition” and “results of existing empirical studies…present 

mixed evidence regarding the economic role of bank competition.”  He sites various 

economic theoretical and empirical studies such as Pagano (1993), Guzman (2000) and 

Petersen and Rajan (1995) to describe the various positive and negative effects of 

banking mergers.  

In this paper, I use an event study approach to evaluate the competitive effects of two 

banking mergers. The approach, in the spirit of Chevalier’s (1995) analysis of 

supermarket leveraged buyouts, examines how competitor’s stock prices react around key 

dates of the merger (examples would include announcement date and completion date).  

If competitors show significant abnormal gains when the merger becomes more likely, 

this suggests the merger has anti-competitive effects, as competitors are likely to gain if 

prices increase.  In contrast, if competitors show significant abnormal losses when a 

merger becomes more likely, this suggests the merger has pro-competitive effects, as the 

increase in the level of competition is likely to result in a loss due to downward price 

pressure.   

With banking mergers at their peak, this became an ideal industry to investigate.  In 

addition to the pure volume of mergers that occurred during this time, with banking being 

the fundamental component of any economy, the health of the banking sector serves as an 

indicator of the financial and economic well-being of the country.  
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During the 1980’s and 1990’s, the banking industry was changing due to consolidation 

among banks.  In 1956, the Bank Holding Company Act was passed which prohibited 

one bank from acquiring another bank headquartered in a different state, unless that state 

allowed such acquisitions.  Throughout the following period, especially from 1977 on, 

there was a spree of deregulation in the industry culminating with the Riegle-Neal 

Interstate Banking and Branching Efficiency Act of 1994. This act allowed bank holding 

companies to acquire banks in any state.  The passage of this act marked an important 

shift from smaller regional banks and smaller bank holding companies to the formation of 

national banks and larger bank holding companies.  In the end, this legislation made 

consolidation among banks much simpler. Large institutional banks also began to build 

up their balance sheet by acquiring small commercial banks that had significant deposit 

holdings.  Cetorelli and Strahan (2004) confirm that in the 1970’s only 12 states allowed 

unrestricted statewide branching while between 1970 and 1994, 38 states deregulated 

their policies on branching.2  By the late 1990’s banks had already begun their move 

towards consolidation, but were still highly limited to various regions of the country.  

This allows us to look at a merger within a specific region and observe its effect on the 

competition, which will also be limited to competing in the same region.  While the trend 

was to expand to a national scope, banks in the United States had not reached that point 

by the late 1990’s.  

In order to determine whether a competitive effect truly exists, I will first establish the 

theoretical framework and the results that typical economic theory expects.  Section III 

  
2 “Finance as a Barrier to Entry: Bank Competition and Industry Structure in Local U.S. Markets”; Nicola 
Cetorelli and Philip E. Strahan, p15.  For additional information see Jayaratne and Strahan (1996), 
Kroszner and Strahan (1999) and Stiroh and Strahan (2003)
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will outline how I identified specific mergers to analyze, Section IV will lay out the 

history of the companies involved in the mergers and Section V will go into the empirical 

framework I used to test my hypotheses.   After describing the empirical model, Section 

VI will discuss the sources of data.  In section VII and section VIII, I will explain the 

methodology and results and finally in sections IX and X, I will make concluding 

remarks and suggest further research.

II. Theoretical Framework/Empirical Hypothesis – The Banking Competitive Effect

An important to ask when examining takeover activity is why companies merge in the 

first place.  Several theoretical have already been commonly accepted: “efficiency-related 

reasons that often involve economies of scale or other “synergies”, attempts to create 

market power, perhaps by forming monopolies or oligopolies, market discipline, as in the 

case of the removal of incompetent target management, self-serving attempts by acquirer 

management to “over-expand” and other agency costs, and to take advantages of 

opportunities for diversification, for example, exploiting internal capital markets and 

managing risk for undiversified managers.”3

While these are all reasons why firms may merge, the decision to approve a merger is 

predominantly based on the likely competitive “effects” of a merger and in particular 

whether it is likely to benefit or harm the bank’s potential customers.

  
3 “New Evidence and Perspectives on Mergers”; Gregor Andrade, Mark Mitchell and Erik Stafford; Journal 
of Economic Perspectives; volume 15, number 2 – spring 2001 – (103-120)
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If the merger creates “synergies”, allowing the firms to operate more efficiently, the 

merged firm will be able to reduce prices and win customers from other banks in the 

markets in which it operates.  In this case, the merger will be good news for customers 

but bad news for its competitors. Abnormal negative returns among rivals surrounding 

key merger dates would signify the existence of a pro-competitive effect.  

Alternatively, a merger could cause an anti-competitive effect.  When there are fewer

firms in the market, each firm has a greater ability to raise prices.  Competitors will 

benefit as reduced competition leads to higher profits.  Consumers will be hurt as prices 

are set above the competitive price level.  Consequently, the merger can be viewed as 

having an anti-competitive effect.  In terms of the resulting stock price changes, upon 

learning of a merger (at various points), we would expect that the stock price of rival 

firms would increase.  Rivals would look favorably upon a merger if they knew it would 

provide the opportunity to increase prices and thus profits. 

Of course, an observation of no abnormal returns could have two interpretations.  The 

first is the fairly simple explanation that the merger has no competitive effect.  The

alternative is that the competitive effect exists but the merger was expected, so its effect 

was already incorporated into the competitor’s stock price.  Changes in the expectation of 

returns have already been accounted for in the share price long before the announcement 

or completion of the merger.    
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Our hypothesis then is that as the results of a banking merger, competitors will either 

experience a pro-competitive effect, resulting in abnormal losses in their stock price 

during key events of the merger or experience an anti-competitive effect as the result of a 

merger, experiencing abnormal gains in their stock price.   

III. Merger Selection Criteria

I chose to examine two mergers which had large effects on the banking industry in their 

region.  The focus on larger mergers was for two main reasons.  First, large mergers 

would have a larger effect on competition just by their size.  I wanted to increase the 

chance of observing a competitive effect and larger banks had more of an opportunity to 

do so.  The second reason for the selection of a large bank is the larger number of 

markets it will compete in.   

After establishing the focus on larger banks, I began to narrow down the number of 

mergers I was considering.  Previous authors have separated the United States into 10 

distinct regions.  I narrowed down the list to two regions based on information about the 

level of competition, level of takeover activity in the area and size of the region.  Of the 

ten regions: New England, Middle Atlantic, East North Central, West North Central, 

Mountain, Pacific, West South Central, East South Central, and South Atlantic4, I 

selected the Central region and the New England region.  

  
4 Dick, Astrid A. “Nationwide Branching and its Impact on Market Structure, Quality and Bank 
Performance” forthcoming in the Journal of Business (April 2003) p10
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Based on the criteria of size and influence, I selected two mergers that played a 

prominent role in the Central and New England regions respectively. They were among 

the largest mergers in their region, but were also among the largest banking mergers in 

the country during their respective years. The target and the acquirer in both regions also 

had among the largest market share position in the region and thus lead me to believe that 

they were major players in multiple states within the same region.  Including several 

states would allow us to control for state specific shocks and capture the regional 

sentiment related to the merger.  Industry periodicals, such as American Banker, also 

realized the power of the four banks involved in the both takeover transactions.5  

The first merger selected was the Banc One/First Chicago NBD merger in 1998 valued at 

$18.6 billion.  As of August 1998, both Banc One and First Chicago were in the top ten 

Mega Banks in terms of assets.6 The merger between the two significantly increased the 

reach of the banks in the Midwest.  In the Banc One/First Chicago case the merger would 

allow the bank to have “the No. 1 deposit share in Illinois, Indiana and Michigan and 

would be No. 2 in Kentucky and Ohio…it would have deposits in 11 states.”7

The second merger I selected was the Fleet Financial/BankBoston merger taking place in 

1999 (merger valued at $12.9 billion).  The two banks were ranked 10 and 13 

respectively in a list complied by American Banker, released in May of 2000.8  As a 

result of the large market share that both Fleet Financial and BankBoston held in the New 

  
5 American Banker
6 American Banker, August 19, 1998, Top US Banking Companies Performance - 1st Half of 1998
7 Banc One to merge with First Chicago; brad Dorfman, April 14, 1998; Reuters News
8 American Banker, May 15, 2000, The Top 50
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England area, there were some significant anti-trust issues. The potential merger and 

anti-trust issues created an enviornment in which each rival was not only sensitive to 

events in the industry, but also aware of the fact they could be a takeover target at any 

moment.9

IV. Background (First Chicago/Bank One and Fleet Financial/BankBoston)

Having selected the mergers and regions in which to evaluate the existence of a pro or 

anti-competitive effect, it is important to understand the background surrounding both the 

Banc One/First Chicago and Fleet Financial/BankBoston mergers.  

In October of 1998, after the mergers completion, reporters acknowledged that the 

combination of Banc One and First Chicago NBD made it “a Midwestern banking 

powerhouse” and a formidable force on a national level by being “the country's second-

largest credit card issuer.”10 In creating a Midwestern market leader, the Banc One/First 

Chicago merger redefined the area and consolidated two of the largest banks in several 

states in the Midwest.  A key point was that the merger did not pose any serious anti-trust 

issues.  

The Fleet Financial/BankBoston merger was a much more interesting story.  The New 

England area had seen a flurry of banking mergers and starting as early as January of 

1998, there were several rumors of many different possible merger combinations and 

  
9 Information on banking mergers gathered from Mergerstat database provided through LexisNexis
10 Chicago Tribune Inside Banking Column, October 16, 1998, Melissa Wahl
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what that would mean for the area.  One journalist reported “one year from now, you're 

not going to see both BankBoston and Fleet in this town.”11 Not only did this create a 

certain inevitability of a merger but the timing of this statement is something to note.  In 

May of 1998, BankBoston and Fleet Financial established contact and were in 

preliminary merger talks, but those fell apart shortly after.  There was considerable 

speculation about several possible mergers and large consolidations in the area but it was 

uncertain who the participants would be.   

V. Empirical Framework/Event Window/Data Decisions 

In the previous parts of this paper, I have established why mergers in the banking sector 

are particularly interesting and why the late 1990’s provides an ideal time to observe 

banking mergers.  I also selected the mergers that emphasize two distinct qualities: size 

and influence.  Both these factors will increase the likelihood of a competitive effect. 

Having succeeded in identifying mergers, the task of analyzing the competitive effect is 

before us.  In this section I will outline the empirical framework that I plan on using to 

evaluate the competitive effect.  I will also evaluate the event windows I have selected 

and comment upon various data decisions.  

In order to evaluate abnormal returns, corporate finance literature has often turned to the 

event study.  Andrade, Mitchell and Stafford (2001) point out that when calculating the 

  
11 Lynnley Browning, Knight Ridder Tribute Business News: The Boston Globe, 5/2/1998, Fleet, 
BankBoston Consider Future After Merger Talks Crumble
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value creation for shareholders in a merger, traditional short-window event studies 

provide the most “statistically reliable evidence”.12 In essence, “event studies examine 

the behavior of firms’ stock prices around corporate events.”13

Khotari and Warner (2005) also outline the key elements of an event study.  They expand 

greatly upon B. Espen Eckbo’s work on the topic and venture to explain why event 

studies have been successful at predicting abnormal returns as well as why the model has 

stayed relatively consistent throughout the years. 14 There have been several significant 

event studies conducted – most notably, Chevalier’s evaluation of the abnormal returns 

due to leveraged buyouts in the supermarket industry.  Much of the research I have 

conducted and the initial idea to conduct an event study evaluating the competitive effect 

in the banking industry stemmed from reading her paper.15  

In an event study, we need to be able to identify certain key events. In our case, we will 

examine events such as the beginning of merger rumors, the merger announcement and 

the merger completion as well as look at the area around this event to find whether there 

were any significant impacts in stock price that occurred.  This area around the key event

or the event window is fundamental to the event study methodology.  Information about 

the actual event helps to determine whether the window is before, after or during the 

event.  In this study, I have created multiple event windows to account for several dates 

  
12 “New Evidence and Perspectives on Mergers”; Gregor Andrade, Mark Mitchell and Erik Stafford; 
Journal of Economic Perspectives; volume 15, number 2 – spring 2001 – (103-120)
13 “Econometrics of Event Studies” – Working Paper; S.P Khotari and Jerold B. Warner
14 “Overview of Event Studies”; article to appear in Handbook of Corporate Finance ed. B. Espen Eckbo 
15 For additional studies, please see the work of Eugene Fama or B. Espen Eckbo.
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that could potentially display a competitive effect. We will return to the discussion of 

event windows later in the section.  

After the establishment of the event windows, it is important to think about which 

economic model to use to explain and identify potentially abnormal returns.  There are 

several alternatives and in his paper, MacKinlay (1997) goes into detail about these 

methods.  Two models have become common in recent years. The first model 

incorporates the Capital Asset Pricing Model (CAPM) and the second model simply uses

a market model or returns based on the market return.  There are other models used, but 

the CAPM and market model are by far the most successful in identifying abnormal 

returns surrounding a corporate event.  

An important element to note is that I do not concentrate on the returns of the companies 

involved in the merger but rather focus on the stock price of competitors in the region.  

While these would prove to be interesting, an evaluation of the stock price of the merged 

firms would detract from our primary hypothesis of whether mergers have a pro or anti-

competitive effect.  Additionally, when evaluating the change in the stock price of the 

merged firms, a number of other factors such as purchase method and premium paid play 

a role.    

In attempting to establish a pattern of abnormal returns, market efficiency is a 

fundamental assumption, regardless of the model used.  At the center of the market 
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efficiency assumption is the proposition that given new information a security’s stock 

price will adjust fairly quickly.  

If we were to use CAPM, we would need to make additional economic assumptions

about market performance and involve the risk-free rate of return as well as the market 

return for all possible securities.  In the market model, our regression would be based 

upon an index return.  Previous research confirms the difficulty in using the CAPM 

approach and highlights that recent “deviations from the CAPM have been discovered, 

implying that the validity of the restrictions imposed by CAPM on the market model is 

questionable.” 16

For these reasons I have chosen to use the market model with dummy variables inserted 

for the various events that I would like to monitor.  

Rit = •i +•iRmt + •Dit1 + •Dit2 +… +•it (1.1)

Where:

Rit = return on the company

Rmt = return on the market/index

Dit1 = dummy variable indicating the event window

In order to calculate the actual returns, I used the formula:

Rit = (Pt – Pt-1)/Pt  (1.2)

  
16 “Event Studies in Economics and Finance”; A. Craig MacKinlay; Journal of Economic Literature; Vol. 
35; No. 1 (March 1997) (13-19), p19  See Fama and French (1996) for an additional discussion of these 
deviations
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Where:

i = company or the market

Pt = stock price at time t

D t-1 = stock price at time t-1

For each event in the study there will be an additional dummy variable included in the 

market model.  This model will be used to find whether there are abnormal returns during 

each of the specified windows for each merger, for each competitor in the region.  In the 

model we are using, we calculate the return of the company based on the return of the 

market.  By inserting dummy variables for the specified event windows, I am testing to 

see whether there is any gain or loss over and above the predicted normal returns.  This 

would create the abnormal gain or loss we are looking for. 

If we find evidence of significant abnormal returns, then we have reason to believe that a 

competitive effect may exist.  One additional benefit of using the market model is that 

industry and macroeconomic shocks will be controlled for.  This is a result of basing the 

returns of the individual rivals and M&A participants on the market so any universal 

market swings will not influence the data.  

Having examined the model being used to evaluate the abnormal returns, I shall return to 

the discussion of the event window.  One method of selecting an event window is to base 

it off of the market efficiency assumption.  In his evaluation of event studies MacKinlay 
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(1996) explains that stock prices and the expected change in the stock price should adjust 

quickly following any announcement of information. In a merger announcement, the 

stock price should adjust to the information at the latest by merger completion.  Two 

typical event windows are the traditional short window of three days (a day before/after 

the event and the day of the event) and the longer event window (several days prior to the 

event and several days after). 17 It is important to understand that the returns calculated 

are based on the expectation of stock market participants and that the specific event 

windows help us judge what the effect of a particular event is.   

In establishing the events and the event windows for the two mergers, I was careful to

incorporate all of these factors as well as looking at the particulars that may have 

influenced the competitive effect.  For both mergers I created three sets of event 

windows; A, B, C.  Set C falls in with the short event window prescription.  Set A pushes 

in front of the event date while Set B pushes slightly behind the window.  This is done in 

order to monitor for market inefficiencies.  Set A and Set B are also longer to allow for 

shocks to occur.18  See Tables 1.1 and 1.2 in the appendix for exact event windows.  This 

also serves as a robustness check to make sure that I had not missed out on any 

significant returns.  The three key events that happened in both mergers were the merger 

announcement, the merger competition and the date that the merger was approved by 

bank regulators.  Specific to the Bank One/First Chicago merger was the start of merger 

  
17 “New Evidence and Perspectives on Mergers”; Gregor Andrade, Mark Mitchell and Erik Stafford; 
Journal of Economic Perspectives; volume 15, number 2 – spring 2001 – p109
18 Alterations on the event windows from the initial model were based of research surrounding the 
availability of information in the market and general market sentiment.  Source: Factiva
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rumors.  Rumors about the merger reached a peak on September 25, 1997.19 More 

interestingly, specific to the Fleet Financial/BankBoston merger were the attempted 

merger in the year before (May 2, 1998) and the approval of divestitures in order to fulfill

anti-trust regulations (September 3, 1999). Because BankBoston and Fleet Financial 

would own a disproportionate share of the market if they were to merge, anti-trust 

regulators demanded that the two firms divest over 350 branches before merger 

completion.  This divestiture could have caused a significant rival response and further 

prove or disprove the hypotheses that there is a pro-competitive effect at work here.  A 

key to understanding the impact of the divestitures is to understand what type and how 

large of a divestiture was expected in relation to the actual divestiture that was 

completed.  

VI. Data

In order to establish an area that would serve as my “region” I looked towards using 

metropolitan statistical areas.  By using these areas, I would be able to collect data on 

several regions that are actually in competition with each other.  Jackson (1992) discusses 

the use of MSA’s in research for the banking industry.  Courts have established that the 

local market for the banking sector is the MSA or its county.20 With this definition of a 

competitive area, Jackson looked at whether this serves as an “adequate measure of 

  
19 Information gathered from a Factiva news run of the Bank One/First Chicago merger 
20 Decision United States v. Connecticut National Bank (1973 418 U.S.) for product definition challenge 
and United States v. Central State Bank , U.S. Court of Appeals, Sixth Circuit 1987 for a challenge of the 
local geographic market definition. From Jackson (1992).
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regional banking competition.” 21 After evaluating various accountings he found that an 

MSA can hold for general short term accounts (such as money market deposit accounts) 

as opposed to long term accounts (traditionally six-month certificate of deposits) which 

are part of a more national market.  

In addition to using MSA’s as the base unit of regional competition, I used the Federal 

Depository Insurance Company’s (FDIC) Summary of Deposits to find information on 

the deposits of each bank in an MSA.  Stock price data came from DataStream.  I used 

the NYSE index as a base for the calculation of market returns.  Additionally, I collected 

the DataStream financial index to control for financial market fluctuations but found that 

the results were not significantly different.  MSA’s were used to identify competitors.  

It is important to note that for the market return, I used the NYSE index.  Many of the 

competitors were smaller banks which mean that using an index such as the Dow Jones 

Industrials Average or the S&P 500 would not suffice.  

VII. Methodology

At the center of my analysis is the identification of significant rivals or competitors in 

each market.  The methodology by which I did this is similar for both regions and I will 

review it here.  The end goal was to establish a list of competitors for both Banc 

One/First Chicago and Fleet Financial/BankBoston.  

  
21 “Is the Market Well Defined in Bank Merger and Acquisition Analysis?”; William E. Jackson III; The 
Review of Economics and Statistics; Vol 74; No. 4 (Nov. 1992) 655-661
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First I used the FDIC’s Summary of Deposits to gather data on where each of the target 

and acquiring banks held deposits in the year of their mergers.  After compiling the 

information and creating a table of common counties in which they competed, I used the 

FDIC’s listing of counties included in MSA’s to create a list of MSA’s that each bank 

played a significant role in.  From there, using the FDIC’s data, I was able to gather 

regional information on various bank holding companies that held deposits in the MSA’s 

of significance.

In order to determine who would be considered a competitor, the bank needed to satisfy 

at least one of two conditions.  The first was that the market share in the MSA’s had to be 

above 1%.  This would allow the bank to be significant enough to be affected by the 

merger. If the bank did not fulfill this first condition, then they had to complete in at least 

two or more MSA’s with the merging banks.  This would ensure that they not only had a 

presence in similar markets but operated at a fairly competitive level.  The one exception 

to the rule was the inclusion of Comerica in the Banc One/First Chicago data and this was 

primarily a result of news at the time that stated Comerica would be significantly 

impacted because of the Banc One/First Chicago merger.22  

The difficulty here was in determining whether smaller banks that are only limited to one 

MSA should be considered, or larger banks competing in several MSA’s should take 

precedence.  In the end, a combination of both was used.  If a bank possessed a large part

of the market share but only competed in one MSA, it could be included based on the fact 

that a merger of two of the largest banks in the area would have some impact on its 
  

22 Factiva NewsSource
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performance.  This impact would in turn affect its stock price to a certain extent.  Tables 

2.1 and 2.2 review the list of competitors with their market share and MSA participation 

numbers.  

The data for Chicago was much more straightforward than for the information in Boston.  

In Chicago, the two clear competitors in terms of similar MSA’s and the market share 

were Fifth Third and Amcore.  If we look solely at market share, Monroe is a sizeable 

competitor, although it is present in only one MSA.

While the establishment of the competitors was clear, the difficulty in the Boston sample 

was finding share price data.  Boston and its surrounding areas were going through a 

major consolidation in the banking sector.  When I looked to find stock price data over 

the three year period that I needed, I would often times find that either two competitors

would have merged by the end of the data set or the banks in the Boston region would 

have been bought by banks outside the Boston region. For example, Peoples Heritage 

Financial Group, which was a significant competitor to Fleet Financial and BankBoston, 

bought BankNorth in 2000 and then changed its name to BankNorth.  Another example 

would be New England Community Bancshare, who was bought out by Webster in 

December of 1999.  The merged entities, I have found do not affect the data, but only 

point to volatility of the banking sector in the late 1990’s.  What this means is that some 

bank data is lost.  For example, Seacoast Financial Services Corporation is dropped for 

the “Failed merger” event and this is because it was not a public company at that point.  

Similarly, Connecticut Bankshares was dropped from the study because public stock 
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price data was not available until late 2000, after all of the events in my study had 

occurred.  Stock price charts for both Chicago and Boston are located in Charts 1.1 and 

2.1 in the appendix.  

VIII. Results

In our theoretical model, we established two hypotheses: that negative abnormal returns 

would indicate a pro-competitive effect and positive abnormal returns would indicate an 

anti-competitive effect.  In fact, what we find is that there is little evidence of either 

hypothesis.   

To touch upon it briefly, we used a market model in order to evaluate the abnormal 

returns surrounding key events during a merger.  By assigning each event a dummy 

variable, we can try and predict the over or under performance based on the expected

returns that banks in the area would have to face.  When looking at the data, the values of 

significance are the coefficients and t-values assigned to each event.  Additionally it is 

interesting to look at the coefficient on the market return.  When looking at these figures, 

we see that they are in line with other event studies done.  For more information see 

Fama (1969) who found that traditional •-values range from -0.10 to 1.95.

The results of the Chicago merger regressions are in Tables 3.1-3.3.  The merging firms 

along with the competitors are listed along the side of the table.  Each of the dependent 

variables in the regression; the NYSE index, the four events: rumors date, announcement 
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date, approval date and completion date and the constant are listed along the top.  I 

created three set of event windows in order to compare these, the coefficient values and t-

values are listed under each event window set.  The coefficient value on the NYSE is the 

beta value for the stock, how sensitive the stock is to movements in the market.  The 

interesting analysis begins when we look at the particular events.  In order to analyze the 

abnormal returns surrounding the peak of rumors during the Banc One/First Chicago 

merger we look at the table under that event.  The value of Dit1 or the dummy variable for 

the peak of rumors is assigned a one if it is during the window and a zero if it is not.  The 

coefficient on the dummy variable then is the additional gain or loss on the return of the 

stock.  If these additional gains or losses are significantly different from what is expected, 

then we have an abnormal gain/loss which will show either an anti- or pro-competitive 

effect respectively.  As we can see, none of the values in this first event are significant 

with the largest t-value being 1.49 for Amcore in the time surrounding the rumors.  A 

similar analysis can be done on each event; for example, in the event window 

surrounding the announcement of the merger, the coefficient value for Amcore in event 

window set C is 0.005539 or an additional .5539% return on the stock.  If we look at the 

t-value, we will see that t=0.51 or that the additional return is only significant at the 61% 

level which is highly insignificant.  A similar evaluation can be done for each event, for 

both the Chicago merger and the Boston merger.  The results for the Banc One/First 

Chicago merger are in tables 3.1-3.3 and the results for the Fleet Financial/BankBoston 

merger are in tables 4.1-4.4.   
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The results of the regression indicated that there were no significant abnormal returns 

either positive or negative, with the notable exception of BankBoston, one of the merging 

firms, experiencing positive abnormal returns at the 1% level in the period just before the 

announcement date.  

In reviewing the Chicago data and our four main events: beginning of rumors, 

announcement, bank regulator approval and completion, the only banks that showed even 

some sign of abnormal returns were Amcore, National City and First Chicago NBD with 

First Chicago showing significance at the 11% level while National City and Amcore 

were well above the 20% significance level.   

In regards to the announcement date, Bank of Montreal (Harris Bank) and First Financial

showed the most significance.  Of note was the fact that most of the data surrounding the 

merger announcement set B was negative.  Mainly negative returns are consistent with a 

very weak pro-competitive effect.  While most of the values are not statistically 

significant, at least there is some value to the directionality of the data. 

There is also no discernable direction to the returns around the approval of the merger by 

bank regulators and the completion data.  Old National shows negative abnormal returns 

around both the approval of the merger and positive abnormal returns at the 10% level 

surrounding the completion of the merger.  This suggests that there is some level of 

competitive effect for this individual bank.  Old National mainly competes in 

Bloomington, IN with close to 13% of the market share.  The only other bank that shows 
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somewhat of a substantial return is First Financial, but interestingly enough, the reaction

is in the opposite direction.  

With Chicago, I would have expected a more significant return and some indication of 

abnormal returns but as the data shows, these isolated returns do not substantiate an 

argument that there is a significant competitive effect going on here.  What is interesting 

here is that banks that were expected to experience the largest competitive effect, 

Amcore, Fifth Third and Monroe, experienced very little consistency in the direction of 

the effects. 

In general, the Boston data has much more negative directionality than the Chicago data, 

but not nearly enough to warrant pooling the variables and trying to examine their joint 

significance.  If we were to do that, then we would run the risk of canceling out various 

returns which would prove to be unhelpful. (While in some cases the number of negative 

returns significantly outweighed the positive returns, evaluating the sum would create a 

no effect.)  

In the Boston data, there are two additional significant events that could increase the 

likelihood of statistically significant data: the previous merger attempt and the approval 

of divestitures by bank regulators.    

Surrounding the announcement of the merger there were significant abnormal returns 

surrounding BankBoston, the merging firm.  Around the failed merger talks Mellon 
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Financial experienced a loss greater than the rest of its competitors (-0.0216 or -2.16% 

with a t-value of t = -1.88).  Some positive abnormal returns surrounding State Street

were also seen surrounding the announcement date but were not statistically significant 

with a t-value of t = 1.53 which was significant at the 10% level.  

With none of the competitor values showing any statistical significance we can look at 

the directionality of the event window returns.  The Boston data shows a more negative 

return and this increases during the period for the event “approval by the bank 

regulators”. Surrounding this event, in all three event window sets we see a total of 32

negative or loss values and only 16 positive values.  While there were no statistically 

significant abnormal returns, the direction of the coefficient estimators could indicate that 

the approval of the merger following the divestitures of the Fleet Financial and 

BankBoston assets was approved, they were steps away from merger completion and this 

created a negative reaction among competitors.  

While I was not able to prove that there is a statistically significant pro-competitive effect 

in regional bank mergers, the results of my data analysis did show a more negative return 

than positive return during key events.  

IX. Conclusion

The central finding in this paper is that there are no significant abnormal returns to rival 

firms before, during or after important events in a regional bank merger.  For mergers,
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particularly the Banc One/First Chicago merger and the Fleet Financial/BankBoston 

merger, my results do not support the idea of either pro- or anti- competitive effects.  Of 

course, this could be either because the events were not news to the rival firms so that its 

effects were already incorporated into the competitor’s stock price.  The alternative 

explanation for the lack of abnormal returns among competing firms is that there was

actually no competitive effect.  

While the event study showed that there were no significant abnormal returns, I did find 

some directional consistency.  In particular in the Fleet Financial/BankBoston merger, 

competitors typically had negative returns around significant events like the approval of 

the merger by bank regulators.  

One thing to keep in mind is that I only examined two of the large banking mergers 

during the late 1990’s.  While there were no competitive effects found in these two cases, 

a further evaluation of other mergers of the time could confirm the findings in this paper 

or establish these findings as a particular anomaly in the banking literature. Results in the 

banking literature tend to be mixed, especially in relation to the competitive effect, so my 

results are not surprising. 

One area I avoided was the returns to the actual merging entities.  I did find some 

significant effects for the merged firms themselves in addition to the competitive effects.  

However, these are difficult to interpret because a wide-range of factors that could 

influence the returns to the target and the acquirer.  Presumed overvaluation and 
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undervaluation before announcement of mergers and payment terms for a merger as these 

can effect what kind of abnormal return we will observe. 23

The research here is significant in that while we would expect either a pro or anti-

competitive effect, we found no effect during a crucial merger period.  The level of 

competitiveness in a market has relevance in areas including consumer behavior, 

industrial economics and the traditional corporate finance empirical research.    

X. Further Research

In this paper, I have evaluated the competitive effect of regional bank mergers to a point 

that involves shareholders and a market reaction to the increased level of competition.  

My research has been limited to the use of stock price data as a proxy for the perception 

of competition and abnormal returns as the manifestation of these perceived threats. In 

the end, I have found that there are no significant abnormal returns to justify a conclusion 

that there is a competitive effect in regional areas in which banks merge.  When thinking 

about these results further, several questions do arise.  For instance, if there are no 

significant abnormal returns, are there any significant changes in any area to the 

competitors in the region?  

  
23 “Do Long-term Shareholders Benefit from corporate acquisitions?”; Tim Loughran; Anand M. Vijh; The 
Journal of Finance; Vol 52; No. 5; Dec 1997; 1765-1790)
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Further research and testing could be done to evaluate the changes in quality as a result of 

a merger.  While this topic of whether a merger increases quality has been breached in 

several academic papers, little has been done to evaluate the question empirically.
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Appendix

Table 1.1 Chicago Event Windows

A B C
Chicago Description Actual Date Slightly Before Event Slightly After Event Typical Three Day Event Window

Event 1 Rumors of Merger 9/25/1997 7/9/97 - 9/25/97 9/25/97 - 10/10/97 9/24/97 - 9/26/97
Event 2 Announcement Date 4/13/1998 1/15/98 - 4/13/98 4/13/98 - 5/8/98 4/10/98 - 4/14/98
Event 3 Bank Regulator Approval 9/14/1998 8/10/98 - 9/14/98 9/14/98 - 9/21/98 9/11/98 - 9/15/98
Event 4 Completion Date 10/1/1998 8/10/98 - 10/1/98 10/1/98 - 10/9/98 9/30/98 - 10/2/98

Event Event Window Set

Table 1.2 Boston Event Windows

A B C
Boston Description Actual Date Slightly Before Event Slightly After Event Typical Three Day Event Window

Event 1 Rumors of Merger and Failed Merger Talks 5/1/1998 4/14/98- 5/9/98 4/24/98 - 5/11/98 4/30/98 - 5/4/98
Event 2 Announcement Date 3/14/1999 2/3/99 - 3/14/99 3/14/99 - 4/6/99 3/12/99 - 3/15/99 
Event 3 Divestiture Approval Date 9/3/1999 9/1/99 - 9/6/99 9/1/99 - 9/14/99 9/2/99 - 9/4/99
Event 4 Bank Regulator Approval 9/7/1999 9/7/99 - 9/15/99 9/7/99 - 9/14/99 9/6/99 - 9/8/99
Event 5 Completion Date 10/1/1999 10/1/99 - 10/8/99 10/1/99 - 10/18/99 9/30/99 - 10/4/99

Event Window SetEvent

Source: MergerStat, Factiva and Rhoades (2000)
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Table 2.1 Chicago Competitor Evaluations

Chicago Competitor Number Average Market Share
National 1 1.41%
Monroe 1 15.74%
Fifth Third 3 9.84%
First Financial 1 1.49%
CNB 5 2.14%
Bank of Montreal 1 3.28%
Old National 2 6.81%
Amcore 3 10.12%

MSA

Table 2.2 Boston Competitor Evaluations

Boston Competitor Number Average Market Share
BankNorth 10 9.46%
Westbank 1 4.03%
Washington 2 1.96%
CCBT 1 19.19%
Hudson United 2 4.09%
Peoples Heritage 6 11.35%
Peoples Bancshare 2 1.08%
Granite 2 3.74%
New England 2 1.30%
Mellon 2 2.11%
RBS 7 15.00%
UST 1 3.97%
Sea Coast 3 5.12%
State Street 1 12.14%
Key Corp 4 4.04%
Chittenden 3 2.04%

MSA

Source: FDIC Summary of Deposits for June 1998 (Chicago Data) and June 1999 (For Boston Data)
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Table 3.1 Chicago Regression Data

Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t
Bank One 1.41449 22.68 1.41513 22.78 1.41543 22.52 0.00212 0.98 0.00132 0.30 -0.00162 -0.45
First Chicago 1.06347 19.12 1.06165 19.10 1.04474 18.68 0.00312 1.61 ^ 0.00088 0.22 0.00052 0.16
Citigroup 1.84688 23.02 1.86812 23.27 1.88487 23.26 -0.00074 -0.26 0.00206 0.36 -0.00005 -0.01
National 1.11182 21.23 1.11003 21.29 1.10016 20.87 0.00186 1.02 -0.00238 -0.64 0.00185 0.62
Comerica 1.17644 24.17 1.18103 24.30 1.17468 23.94 -0.00005 -0.03 -0.00042 -0.12 0.00190 0.68
Monroe -0.00717 -0.06 -0.00107 -0.01 0.00164 0.01 -0.00044 -0.11 -0.00077 -0.10 -0.00086 -0.14
Fifth Third 1.09538 18.64 1.09253 18.80 1.07958 18.31 -0.00020 -0.10 -0.00148 -0.35 0.00201 0.60
First Financial 0.20598 2.63 0.20183 2.59 0.20557 2.61 -0.00113 -0.42 0.00005 0.01 -0.00035 -0.08
CNB 0.04502 0.37 0.04072 0.33 0.04730 0.38 0.00019 0.04 0.00537 0.61 0.00096 0.14
Born 0.95266 13.68 0.97327 13.95 0.94676 13.49 0.00039 0.16 -0.00303 -0.61 0.00356 0.89
Old National 0.21430 4.35 0.20683 4.19 0.21684 4.36 -0.00044 -0.26 -0.00161 -0.45 -0.00017 -0.06
Amcore 0.60301 7.86 0.59838 7.82 0.60320 7.84 0.00342 1.28 0.00289 0.53 0.00649 1.49 ^

Market Rumors of Merger - 9/25/97
Set C Set ASet A Set B Set B Set C

Note:
° indicates significance at the 5% level
* indicates significance at the 10% level
^ indicates significance at the 20% level
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Table 3.2 Chicago Regression Data

Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t
Bank One 0.00205 0.98 -0.00422 -1.22 -0.00770 -0.87 0.00513 0.99 0.00621 0.99 0.00598 0.67
First Chicago 0.00225 1.21 -0.00299 -0.96 0.00709 0.90 0.00609 1.32 ^ 0.00633 1.13 0.01308 1.65 * 
Citigroup 0.00022 0.08 -0.00554 -1.23 -0.00498 -0.44 -0.00412 -0.62 -0.00942 -1.17 -0.00463 -0.40
National 0.00212 1.21 -0.00493 -1.69 * 0.00385 0.52 0.00469 1.08 0.00396 0.75 0.01418 1.90 * 
Comerica 0.00021 0.13 -0.00271 -1.00 0.00398 0.58 0.00490 1.21 -0.00008 -0.02 0.00577 0.83
Monroe -0.00027 -0.07 0.00298 0.48 0.00643 0.41 -0.00337 -0.36 0.00271 0.24 -0.00084 -0.05
Fifth Third -0.00161 -0.82 -0.00653 -2.01 ° 0.00264 0.32 0.00233 0.48 0.01160 1.98 ° 0.01740 2.09 °
First Financial -0.00169 -0.65 0.00146 0.34 0.01510 1.37 ^ -0.00400 -0.62 0.00421 0.54 -0.00524 -0.47
CNB -0.00053 -0.13 -0.00137 -0.20 0.00331 0.19 0.00001 0.00 0.00550 0.45 -0.00201 -0.11
Born 0.00380 1.64 ^ -0.00188 -0.48 0.01713 1.74 * 0.00909 1.57 ^ -0.00743 -1.06 0.00804 0.81
Old National -0.00044 -0.27 -0.00056 -0.20 0.00162 0.23 -0.00885 -2.17 ° 0.00419 0.84 -0.00010 -0.01
Amcore 0.00091 0.35 -0.00204 -0.48 0.00554 0.51 -0.00355 -0.56 -0.00443 -0.57 0.01094 1.01

Bank Regulator Approval Date - 9/14/98Announcement Date - 4/13/98
Set A Set B Set B Set CSet C Set A

Note:
° indicates significance at the 5% level
* indicates significance at the 10% level
^ indicates significance at the 20% level
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Table 3.3 Chicago Regression Data

Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t
Bank One -0.00219 -0.51 0.00556 0.96 0.00719 0.81 -0.00104 -1.30 ^ -0.00049 -0.70 -0.00044 -0.65
First Chicago -0.00417 -1.09 -0.00348 -0.67 -0.01476 -1.87 * -0.00102 -1.43 ^ -0.00035 -0.55 -0.00045 -0.74
Citigroup -0.00553 -1.00 0.00378 0.50 0.02099 1.83 * 0.00043 0.41 -0.00004 -0.04 -0.00034 -0.38
National 0.00085 0.24 0.00953 1.95 * 0.01148 1.54 ^ -0.00064 -0.95 0.00019 0.32 -0.00011 -0.19
Comerica -0.00534 -1.59 ^ 0.00008 0.02 -0.00150 -0.22 0.00056 0.89 0.00053 0.97 0.00031 0.57
Monroe 0.00037 0.05 0.00204 0.20 0.00574 0.36 0.00121 0.84 0.00083 0.66 0.00095 0.77
Fifth Third -0.00105 -0.26 0.00641 1.18 0.00486 0.58 0.00120 1.59 ^ 0.00109 1.67 0.00082 1.28
First Financial -0.00100 -0.18 -0.01495 -2.05 ° -0.01537 -1.38 ^ 0.00125 1.24 0.00075 0.86 0.00070 0.81
CNB -0.00111 -0.13 -0.00483 -0.42 -0.00057 -0.03 0.00134 0.85 0.00115 0.84 0.00118 0.87
Born -0.00979 -2.03 ° 0.00699 1.07 -0.01598 -1.61 ^ -0.00040 -0.45 -0.00006 -0.08 -0.00036 -0.47
Old National 0.00874 2.57 ° 0.00074 0.16 0.01448 2.06 ° 0.00064 1.01 0.00076 1.36 ^ 0.00066 1.22
Amcore 0.00206 0.39 -0.00696 -0.97 0.01844 1.70 * -0.00030 -0.31 0.00032 0.37 -0.00028 -0.33

Set BSet A
ConstantCompletion Date - 10/1/98
Set B Set CSet C Set A

Note:
° indicates significance at the 5% level
* indicates significance at the 10% level
^ indicates significance at the 20% level
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Table 4.1 Boston Regression Data

Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t
Bank Boston 0.93738 16.29 0.93784 16.24 0.93492 16.15 -0.00485 -1.22 -0.00352 -0.70 0.00308 0.31
Fleet 1.54897 24.22 1.54976 24.34 1.55155 24.36 -0.00331 -0.75 -0.00205 -0.37 -0.00767 -0.70
Bank North 0.90447 12.97 0.90353 12.97 0.90565 12.98 -0.00047 -0.10 -0.00413 -0.68 -0.00583 -0.48
West Bank 0.13722 1.58 0.13657 1.58 0.14109 1.63 0.00223 0.37 -0.00001 0.00 -0.01162 -0.78
Washington 0.34506 3.97 0.35173 4.05 0.34945 4.02 0.00078 0.13 -0.00124 -0.16 -0.00126 -0.08
CCBT 0.33874 4.33 0.34166 4.38 0.34458 4.40 -0.00142 -0.26 -0.00435 -0.64 0.00306 0.23
Hudson 1.02582 13.58 1.02324 13.55 1.02979 13.62 -0.00229 -0.44 -0.00513 -0.78 -0.01718 -1.32 ^
Peoherit 1.20089 16.25 1.20026 16.26 1.20186 16.26 -0.00142 -0.28 -0.00438 -0.68 -0.01088 -0.85
Peo Bank Share 0.44436 5.58 0.44059 5.54 0.44018 5.52 0.00330 0.60 -0.00106 -0.15 0.00454 0.33
Granite 0.54210 8.26 0.54147 8.26 0.53389 8.14 0.00184 0.41 0.00152 0.27 0.01696 1.50 ^
New England 0.37230 6.52 0.37603 6.59 0.37531 6.56 -0.00421 -1.06 -0.00275 -0.56 0.00201 0.20
Mellon 1.48590 22.23 1.48424 22.23 1.48925 22.33 0.00106 0.23 -0.00334 -0.58 -0.02161 -1.88 *
RBS 0.62044 7.13 0.62270 7.16 0.62591 7.18 -0.00144 -0.24 0.00635 0.84 0.01378 0.92
UST 0.67510 10.54 0.67305 10.52 0.67433 10.54 -0.00237 -0.54 -0.00283 -0.51 -0.00718 -0.65
Sea Coast 0.47887 6.31 0.47542 6.28 0.47776 6.30 (dropped) (dropped) (dropped)
State Street 1.52002 22.00 1.51836 21.99 1.52167 21.98 -0.00283 -0.59 -0.00593 -0.99 -0.00266 -0.22
Key Corp 1.45355 22.83 1.45431 22.90 1.45880 22.92 -0.00064 -0.14 -0.00209 -0.38 -0.00738 -0.67
Chitt 0.63113 9.83 0.63068 9.83 0.63080 9.81 0.00046 0.10 0.00074 0.13 -0.00337 -0.30

Market Rumors of Merger and Failed Merger Talks - 5/1/98
Set C Set ASet A Set B Set B Set C

Note:
° indicates significance at the 5% level
* indicates significance at the 10% level
^ indicates significance at the 20% level



38

Table 4.2 Boston Regression Data

Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t
Bank Boston 0.00955 2.89 ° -0.00512 -1.21 0.01038 0.85 -0.00726 -0.84 -0.00762 -0.88 -0.00847 -0.69
Fleet -0.00042 -0.12 -0.01059 -2.27 ° -0.03164 -2.36 ° -0.00974 -1.02 -0.00996 -1.05 -0.01019 -0.76
Bank North -0.00066 -0.17 -0.00080 -0.16 0.00708 0.48 0.01135 1.09 0.01128 1.08 0.00301 0.20
West Bank -0.00135 -0.27 -0.00721 -1.14 0.00670 0.37 -0.00590 -0.46 -0.00601 -0.46 -0.00624 -0.34
Washington -0.00038 -0.08 -0.00357 -0.56 0.00287 0.16 -0.00924 -0.71 -0.00937 -0.72 -0.01581 -0.86
CCBT -0.00281 -0.63 -0.00489 -0.86 -0.00282 -0.17 -0.00305 -0.26 -0.00316 -0.27 0.00089 0.05
Hudson 0.00039 0.09 -0.00299 -0.54 -0.00556 -0.35 -0.00216 -0.19 -0.00220 -0.19 -0.00637 -0.40
Peoherit 0.00145 0.34 -0.00291 -0.54 -0.00320 -0.21 0.00061 0.06 0.00046 0.04 0.00367 0.24
Peo Bank Share -0.00038 -0.08 -0.00481 -0.83 0.00847 0.50 -0.00409 -0.34 -0.00428 -0.36 -0.00022 -0.01
Granite -0.00332 -0.88 0.00460 0.96 0.00857 0.62 -0.00796 -0.81 -0.00776 -0.79 -0.00001 0.00
New England -0.00078 -0.24 -0.00276 -0.66 0.00350 0.29 0.00766 0.90 0.00766 0.90 0.00453 0.38
Mellon 0.00034 0.09 -0.00113 -0.23 0.00938 0.67 0.00264 0.26 0.00252 0.25 0.00141 0.10
RBS 0.00193 0.39 0.00202 0.32 -0.00713 -0.39 -0.01093 -0.84 -0.01092 -0.84 -0.01634 -0.89
UST -0.00226 -0.61 -0.00180 -0.38 0.02203 1.63 * -0.00460 -0.48 -0.00450 -0.47 -0.00703 -0.52
Sea Coast -0.00230 -0.65 -0.00384 -0.86 0.00460 0.36 0.00087 0.09 0.00090 0.10 0.00759 0.59
State Street 0.00605 1.53 * -0.00210 -0.42 -0.00646 -0.44 0.00235 0.23 0.00203 0.20 0.00672 0.46
Key Corp 0.00190 0.52 -0.00613 -1.32 ^ -0.00445 -0.33 0.00544 0.57 0.00518 0.55 0.01175 0.87
Chitt -0.00161 -0.44 0.00087 0.19 0.00307 0.23 0.00417 0.43 0.00432 0.45 0.00042 0.03

Divestiture Approval Date - 9/3/99Announcement Date - 3/14/99
Set A Set B Set B Set CSet C Set A

Note:
° indicates significance at the 5% level
* indicates significance at the 10% level
^ indicates significance at the 20% level
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Table 4.3 Boston Regression Data

Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t Coefficient t
Bank Boston -0.00558 -0.86 -0.00196 -0.18 -0.01095 -1.10 -0.00506 -0.72 0.00168 0.34 0.00939 0.94
Fleet -0.00491 -0.68 0.00034 0.03 -0.01456 -1.33 ^ 0.00385 0.49 0.00097 0.18 0.01033 0.94
Bank North 0.00437 0.55 -0.01198 -0.89 -0.00630 -0.52 0.00208 0.24 0.00236 0.39 0.00311 0.26
West Bank -0.00213 -0.22 0.01069 0.64 -0.01115 -0.75 -0.00276 -0.26 -0.00187 -0.25 -0.01270 -0.85
Washington 0.00193 0.20 0.00950 0.57 0.00407 0.27 0.01453 1.37 ^ 0.00866 1.15 0.00306 0.20
CCBT -0.00374 -0.42 -0.00186 -0.12 0.00198 0.15 0.00992 1.04 0.00153 0.23 -0.01060 -0.79
Hudson -0.01192 -1.39 ^ -0.00535 -0.37 -0.00498 -0.38 -0.00904 -0.98 -0.00412 -0.63 0.00838 0.64
Peoherit 0.00474 0.57 0.00019 0.01 -0.00579 -0.45 0.00103 0.11 0.00258 0.40 0.00179 0.14
Peo Bank Share 0.00683 0.76 0.00655 0.43 0.00499 0.36 -0.00298 -0.31 -0.00016 -0.02 -0.00732 -0.53
Granite -0.00322 -0.43 0.00507 0.40 0.00163 0.14 -0.00090 -0.11 -0.00095 -0.17 0.00489 0.43
New England -0.00529 -0.82 -0.01408 -1.28 -0.00955 -0.97 0.00733 1.05 0.00303 0.61 0.00510 0.52
Mellon -0.00332 -0.44 -0.00757 -0.59 -0.00628 -0.55 -0.00233 -0.28 -0.00100 -0.17 0.00800 0.70
RBS -0.01589 -1.61 ^ -0.00314 -0.19 -0.00082 -0.05 0.00108 0.10 -0.00735 -0.97 -0.00956 -0.64
UST 0.00394 0.54 0.00780 0.63 0.00210 0.19 -0.00315 -0.40 0.00170 0.31 -0.00429 -0.39
Sea Coast -0.00661 -0.95 -0.01032 -0.88 -0.00848 -0.81 -0.00430 -0.57 -0.00062 -0.12 -0.00421 -0.40
State Street -0.00679 -0.87 -0.01113 -0.84 -0.01059 -0.89 -0.00428 -0.51 -0.00416 -0.69 0.00201 0.17
Key Corp -0.00754 -1.05 -0.01474 -1.20 -0.01152 -1.05 0.00155 0.20 -0.00089 -0.16 -0.00315 -0.29
Chitt -0.00078 -0.11 -0.00663 -0.54 -0.00142 -0.13 -0.00268 -0.34 0.00365 0.65 0.00280 0.25

Set BSet A
Completion Date - 10/1/99Bank Regulator Approval Date - 9/7/99

Set B Set CSet C Set A

Note:
° indicates significance at the 5% level
* indicates significance at the 10% level
^ indicates significance at the 20% level



40

Table 4.4 Boston Regression Data

Coefficient t Coefficient t Coefficient t
Bank Boston -0.00036 -0.56 -0.00001 -0.01 -0.00027 -0.43
Fleet -0.00011 -0.16 0.00010 0.14 -0.00012 -0.17
Bank North -0.00067 -0.86 -0.00060 -0.78 -0.00058 -0.77
West Bank -0.00047 -0.49 -0.00036 -0.37 -0.00040 -0.43
Washington -0.00053 -0.55 -0.00044 -0.46 -0.00044 -0.47
CCBT 0.00019 0.22 0.00029 0.33 0.00011 0.13
Hudson -0.00045 -0.53 -0.00040 -0.48 -0.00059 -0.73
Peoherit -0.00039 -0.47 -0.00023 -0.29 -0.00026 -0.33
Peo Bank Share -0.00062 -0.70 -0.00040 -0.46 -0.00056 -0.66
Granite -0.00023 -0.31 -0.00043 -0.59 -0.00049 -0.69
New England 0.00020 0.31 0.00018 0.28 0.00010 0.17
Mellon 0.00037 0.50 0.00050 0.67 0.00043 0.59
RBS 0.00129 1.34 ^ 0.00127 1.33 ^ 0.00118 1.26
UST 0.00027 0.38 0.00018 0.25 0.00012 0.17
Sea Coast 0.00055 0.68 0.00054 0.67 0.00033 0.42
State Street 0.00067 0.87 0.00100 1.31 ^ 0.00078 1.05
Key Corp -0.00058 -0.81 -0.00033 -0.46 -0.00049 -0.71
Chitt -0.00016 -0.23 -0.00031 -0.43 -0.00022 -0.32

Set A Set B
Constant

Set C

Note:
° indicates significance at the 5% level
* indicates significance at the 10% level
^ indicates significance at the 20% level
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Chart 1.1 Chicago Stock Prices from 1/1/1997 – 1/1/1999(rebased to 100)
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Chart 2.1 Boston Stock Prices from 1/1/1998 – 1/1/2001 (rebased to 100)
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