A Internet Appendix

I.A Discussion of special and Louisiana gubernatorial elections

There are four special elections during our sample period: California (2003), Utah
(2010), West Virginia (2011), and Wisconsin (2012). These elections include two recall
elections: California (2003) and Wisconsin (2012). We consider the circumstances and
timing of each election and choose to only include the Utah election in our sample.

We choose to include the Utah special election in our sample because there was
ample warning of an impending special election—effectively, the election followed the same
general time line as a regularly-scheduled gubernatorial election. Additionally, the election
was sufficiently early that the pre- and post-election periods are clearly defined. A special
election was held in Utah in 2010 after Governor Jon Huntsman resigned in 2009 to
become the U.S. Ambassador to China.' The special election took place on November 2,
2010. Utah then held its next regularly-scheduled gubernatorial election two years later, in
November, 2012. The next gubernatorial election in that state will be in 2016.

We omit the 2011 West Virginia special gubernatorial election from our sample
because it resulted in two back-to-back elections, in 2011 and 2012. Since we define pre-
and post-election periods on an annual basis, this results in the definition of 2011 as both a
pre-election year and an election year; 2012 is both an election year and a post-election
year. Governor Joseph Manchin III resigned to become a Senator in 2010. A special
election was held in November, 2011, and was followed by the regularly-scheduled
gubernatorial election in 2012. In the robustness section, we also re-estimate our results
omitting all observations from West Virginia in 2011 and 2012. Our results are robust to
omitting both the 2011 and 2012 West Virginia gubernatorial elections.

The special elections in California in 2003 and Wisconsin in 2012 were recall
elections, meaning that the constituents forced an election in which they could replace the
sitting governor earlier than the regularly-scheduled gubernatorial election. One important
reason we use gubernatorial elections as our source of political uncertainty is because they
are pre-scheduled, so firms can observe the timing of the election and plan mergers
accordingly. Because of the uncertainty surrounding the timing of the recall elections, we
omit them from our sample.

In California, a formal recall petition was started on March 25, 2003.? The timing of

!Information from the Utah historic archives, maintained by the Utah Department of Administrative
Services, Division of Archives & Records Service.

2Information from the California Secretary of State web page, Statewide Special Election — FAQs About
Recalls, October 7, 2003.
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the recall election depended on when enough signatures (897,158 were needed to force a
recall election) were collected. If the necessary signature were collected and certified by
September 3, 2003, the election would have been held on October 7, 2003. If the signatures
were collected and certified after September 4, 2003, the election would have been held on
March 2, 2004. Even after enough signatures were collected and verified, and the election
scheduled for October 7th, legal wrangling threatened to postpone the election to March.
On September 15th, a federal appeals court, a three-judge panel of the United States Court
of Appeals for the Ninth Circuit, postponed the election to March over concerns about
punch-card voting machines.” An eleven judge panel then over-turned this ruling on
September 23rd, so the recall election could proceed only two weeks later. Opponents chose
not to appeal the ruling to the U.S. Supreme Court.® However, had opponents appealed, or
threatened to appeal, the timing of the election would have become even more uncertain.
Results of the 2003 California recall election were finalized by mid-November, and the
election resulted in Governor Gray Davis being replaced by Governor Arnold
Schwarzenegger.

The uncertainty of the timing of the 2012 Wisconsin recall election was similar to
that seen in California in 2003. Controversy over the policies of Governor Scott Walker,
elected in Wisconsin in 2010, erupted shortly after he took office and culminated in an
effort to recall him beginning approximately one year after he was elected, in November of
2011. On March 15, 2012, a judge in Wisconsin postponed an election from May 29, 2012
to June 5, 2012 by giving the Government Accountability Board (GAB) additional time to
review and verify recall petition signatures.” Governor Walker won the recall election,

which was held on June 5, 2012, and was subsequently re-elected in 2014.

3“Court Delays Recall Vote in California; Faulty Ballots Cited,” by Dean E. Murphy, September 15, 2003,
The New York Times

44U.S. Appeals Court Puts Recall In California Back on Schedule,” by Dean E. Murphy, September 24,
2003, The New York Times

5“Judge OKs petition review extension, June 5 recall election,” by Dee J. Hall, March 15, 2012, Wisconsin
State Journal
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I.B Alternate identification of firms’ states of headquarters

To identify states of operations, we follow the methods in Garcia and Norli (2012).
For Q1 of each year, we collect 10-K statements for each firm in our sample for which they
are available. Then, we count the number of times each state name (e.g., New York)
appears in the document. We do not include abbreviations (e.g., NY) and a number of
variations on state names that do not necessarily indicate state of operations. For example,
Bank of state name, state name River, University of state name, and state name University
are excluded from these counts.

In Figure [A.1, we replace the SDC-identified state of headquarters with the
most-commonly-appearing state from our 10-K analysis. For comparison, the first panel
shows our results without this replacement (also in Figure 2). Approximately 50% of the
time, the most-commonly-appearing state in the 10-Ks is the state of headquarters. For
some states, there is a tie in which state appears most frequently. To identify a state of
operations, we use three different ways to break the tie: first state name alphabetically, last
state name alphabetically, and a random draw of state name. These results appear in the
other three panels of Figure [A.1.

Results in Figure [A.1 show that, if we link firms to states of operations as identified
in 10-Ks instead of SDC states of headquarters, our results strengthen. Generally, results
examining target counts remain fairly similar to the results in Figure 2. However, we see a
greater increase in acquirer counts pre-election and a more pronounced decline in acquirer
counts around elections.

In Figure [A.7, we limit our analysis to public firms, as we only have 10-Ks for
public firms. We continue to see that replacing SDC-identified states of headquarters with
10-K-identified states of operation strengthens pre-election results. Acquirer counts around
elections are slightly lower with states of operations. However, the results are fairly similar
to those we obtain in the first panel using SDC data. We interpret these results with
caution, however, as limiting our sample to public acquirers only does cause this sample to

differ from that we examine in our paper.
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I.C Auxiliary tables and figures

List of tables and figures:

e Figure [A.1 — re-estimation of main results using 10-K state count for firm location
identification.

e Figure [A.2 — re-estimation of main results in monthly data.

e Figure [A.3 — re-estimation of main results in only-acquirer-election or
only-target-election subsamples.

e Figure [A.4 — re-estimation of main results using election closeness to measure
uncertainty.

e Figure [A.5 — re-estimation of main results with public and private acquirers and
targets.

e Figure [A.6 — re-estimation of main results including additional state-level
macroeconomic controls.

e Figure [A.7 — re-estimation of results using 10K state count for firm location
identification for public firms only.

e Table [A.1 — state-level acquirer and target counts.

e Table [A.2 — same-state and cross-state estimation results.

e Table TA.3 — re-estimation of main results in only-target-election subsample.

e Table [A.4 — re-estimation of main results in only-acquirer-election subsample.

e Table [A.5 — effect of political uncertainty on state-quarter aggregate deal value.

e Table [A.6 — re-estimation of aggregate value results for small and large acquirers.

e Table [A.7 — re-estimation of main results for small and large deals.

e Table [A.8 — re-estimation of main results for small and large deal size relative to
acquirer size.

e Table TA.9 — re-estimation of main results for small and large acquirer size.

e Table [A.10 — re-estimation of main results for rated and unrated acquirers.

e Table IA.11 — re-estimation of main results for serial and non-serial acquirers.

e Table TA.12 — re-estimation of main results for deals paid in all cash or all stock.

e Table [A.13 — re-estimation of main results for public and private targets and
acquirers.

e Table TA.14 — auxiliary summary statistics for deals withour missing payment type
data.

e Table [A.15 — re-estimation of main results for 1990 to 2016 data.

e Table TA.16 — results from regressions for payment type variables.

e Table TA.17 — regressions for percentage of deal paid for in equity for serial and
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non-serial acquirers around elections.
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Figure IA.3: Re-estimation of main results in only-acquirer-election or only-target-election subsamples.
Plot of discrete effects (i.e., the difference in acquisitions from the baseline level predicted by the hurdle model) calculated
using estimates from state-quarter acquisition observations in which the acquirer faces an election but the chosen target
does not (top plot) and in which the chosen target faces an election but the acquirer does not (bottom plot). Coefficient
estimates for the top plot are presented in Table [A.3, and estimates for bottom plot are presented in Table 1A .4.

Election in Acquirer State Only

T
1
0.5 1
1
1
l
0.0 L
[}
[}
[}
[}
l
- 1
3 I
= 1
L 1
-1.04 1
1
1
1
1
1
1
]
1
]
}
-2.01 i
[}
-6 -5 -4 -3 -2 -1 0 1 2 3 4
Quarter
Election in Target State Only
:
0.54 1
1
1
1
0.0 1 + | : | 1 1
1 VI R
[}
[}
l
— 1
8 I
i |
-1.04 1
1
1
+ 1
1
+ + i
[}
-2.01 1
[}
-6 -5 -4 -3 -2 -1 0 1 2 3 4

Quarter

66



19616 + Jainboy

1auend
- z- €- - G- 9-

F0S0-

FrG¢0-

)

S)

o
10313

G20

r0so

suonoa|g aso|D

“IOMAWIRI} (J(] 9Y) UI JUSWILAI} SB PIASN ST d[RLIBA SSOUISO[D UOIYII[ AIeulq ® pue A[uo

STUOIeAT9SqO TBAA-UO0T109][0 0% pajruul] st ofdures a1} 1ety) 1dedxa ‘7 a[qe], Jo uorpded a1} UT PALIISAP JBY) O} [BIIJUSPI ST UOIJBMIIISS ST ], "S[9Ad] 19818} pue Ia1inboe [oAd[-99€)S
A1199renb woay seyewnyse Suisn pajenoOed S109[0 913IISIP JO 0] *AJUIERIISDUN DINSEIW O} SSOUISO[D UOI109[o SUulsn SI[NSaJ UTeW JO UOIFeW}sa-9Y :§° Y] 2inS1ig

67



JLuend JLuend

v € ¢ T 0 T- - € ¥- & 9 v € ¢ T 0 TI- - € ¥- & 9
_ "
+ - 050~ " - 050~
+ |
1 1
1 + FSZ0- 1 G2 0-
1 ]
LT | :
[ L 1 looo F L 000 F
| ﬂ + Q ! Q
| I
" Lsz0 " Lsz0
[} [}
| |
| L 050 _ 050
I I
1 1
ngw._. 9leAlld hm.__DUo< 9leAlld
Jarend Janend
v € ¢ T 0 T- - € ¥- & 9 v € ¢ T 0 T- - € ¥- & 9
" "
" -05'0- : L os0-
| |
1 1
1 FGZ0- 1 G2 0-
1 1
% _ m ! m
[ [ + Looo =F L 000 &
I
_ Lsz°0 " Lsz°0
[} [}
| |
[ 050 [ 050
I I
1 1
1961e] 2lgnd Jainbay 21gnd

¢1°V1 o[qe], ul pejuasaid are sjord a1} I0J sejewnise Jualdgeo)) *(sjord woljoq) syedre) pue srermboe ajearrd pue
(sgo1d do3) s1081ey pue sieanboe oiqnd 10J suoljealssqo j93Ie) pue Iaamboe 1ojrenb-oje)s wolj seyewryse Sulsn paje[noed ([opowr o[piny a1 Aq podipaid [oAd] ouIPsEq
91} WOIJ SUOTYISINDO®R Ul 80UBIBYIP 8T} ‘*8°T) S108]j6 812I08IP Jo 10[J ‘s198.ae) pue sieainboe ajearrd pue oijqnd yim synssl urew Jo UoIjeUINS9-27 Q" V] 2InS1g

68



196reL + Jalinbay

JLuend
Hl

_—— e —————————-—O)

- 050~

FGC0-

o

S]

IS
10943

FSC0

r0S0

S|03U0D BNIXT Yim suonisinbay ||y

‘€10z YSnoyy) eyep o} a[dures Ino S| Sa[qelIeA

9s91[} Jo uoisnpu] ‘juswioidwoun A[19renb sjels pue Jr) 9)els [enuue ul 93URYD :PIPNIOUI 8I8 S[OIIUOD [RUOINIPPe om} jey) 1deoxd ‘z o[qe], Jo uorded oy} Ul paqLIOsep
1R} 09 [ed1USPL ST UOIJRUWIIISd O], "S[oAQ] j081r) pue IoImboe [0Ad[-01BIS A19jIenb wolj sejew)se uisn paje[noed ([ppouwl o[piny oY) Aq poldrpald [9A9] sUI[eseq 91} WOIJ
Suo1}ISINbOR UT 82USIBYIP Y] '9°1) §108]J8 819I0SIP JO 10[d S[OJIJUOD DTWOUOISOIIBW [9AS[-9)8)S [RUOIJIPPR SUIPN|oUl S3INSAI UTBU JO UOIJRII}Sa-9Y :9° V] 2In3Lg

69



196 + J1a1nboy

Jauend JLuend
v € ¢ T 0 T- 2 & ¥ S 9 v € ¢ T 0 T- 2 & ¥ G 9
i A ; -G.0-
m - 05°0- m -05°0-
" LTAS " - S0~
B LN
1 Q " Q
+ * ! 4 * -52°0 + * | * -62°0
| |
" -05°0 i -05°0
" -G/°0 " ~G.0
(311 wopuey) WNoD 30T yum adejday (311 1s€7) UN0D 0T Yum aoe|day
Jauend JLuend
v € ¢ T 0 T- 2 & ¥ S 9 v € ¢ T 0 T- 2 & ¥ G 9
i A ; - G.0-
m -05°0- m -05°0-
" LTA " - S0~
AR L R SR
1 P 1 P
+ * ! ﬂ * Lszo + * " * * + Lszo
| |
" - 050 " -050
" -G/°0 " ~G.0

(311 1s414) WNOD 0T Yum adejday

Juswaoe|doy ON

sy o1qnd A[uo sapnpur ardures ay [, ‘s1olrenbpeay Jo $9je)S JO PRIISUL ('] UOI}IAG Ul PAqLIdSdp se uoryerado Jo sajels ur Surwi) uoridafd
07 payul] are suLy jey) 3dedoxe ‘z o[qe], Jo uoilded oy} Ul poqLIISdP JeY) 0F [edIJUSPL ST UOIIRUIISS o], 'S[oAd] 108Ie) pue Ialmboe [oad[-01els A[191renb wrol] sejyeurr)se
SuIsn pajeINO[es §199J9 93919SIP JO 10[d A[uo sway o1 gqnd J0J UOIJedyIIUDPI UOIFedO] ULIY JO] JUNOod dje)s QT Sulsn s)nsad Jo uoljew}so-ay :2° VI 2indrg

70



‘89591 sojduresqns ut paddoip oae 1ey) AIIAII0R Y29\ UL 9OURLIRA MO[ [}IM S9IRIG,

G89°9¢  ¢89°9¢ [e307,
0. 0% LSUTWOLNy  6LF 0.5 LINOSSTI\
i1} cog UWISUOOSIAN  FFI 65T 1ddrssIssIy
0€T iz LRIUISIIA 480A\  $C9 169 RJOSOUULIN
&d) 169 uojBUIYSLAy  LL9 68 weSIYIIN
€96 106 [IUTCRTG N V(<3 N 2] sjyesnyOesse|y
9 34 Juowep 69 ¢89 puefLrepy
8Z¢ 29¢ el 86 79 LUTRTN
881¢  €zee Sexa], e 8% BURISINOT
186 965 098SOUUR],  g0g et Aounyuoy]
9 1€ LoNR( Imos 67 81 sesuey]
eLe 88T rUI[OIR) YINOS  (ZT erT LJeMOT
98 €6 LPURS] 9POYY 9GS Gy euRIPU]
L2 9FFIT BIURA[ASUWD]  GFFT  FEST stout[[[
08¢ il uo8e1) 68 ol LOUep]
66€ 80¢ PWOURPO gL 0g Jremep|
786 eITI oy 911 T€TT vI31001)
67 0g Jejoe YHON  €0FC  GLIG ®PLIO[ ]
708 02L eurore) yuoN (g €9% LDIRMRII(]
02z 99¢¢ YIOK MON  GF9 0¥8 INOTIUU0))
9¢T 18 LOOIXOIN MON gIOT 6507 OpeI0[0))
1621 96€1 Kostof MoON 1829 9¢%9 RTUIOJTR)
¢0g erI armysdwe] MoN  §FI 65T SesueR Iy
€% 98¢ epRAAN g9 [ 14$ RUOZITY
8¢l 06T Jes[seIqaN v i Jesery
8 8¢ LBUBIUOIN 667 88¢ Jeureqery
syodre)  siaammboe syodre)  siaammboe

reloq, relog, 271e1g e1og, [e1o], 21019

“110g-150d ®yep 3UNY -0T PUC 110 O} 6861 WOIJ SUOIIRII0D (GT(g) IsAbIUN[T pue IopoOY YIm
pojuswi8ne ‘winurye[J DS SI9910Y UOSWOY ], WOIJ ale vjep siojrenbpesy] Jo oje)g "wnuipe[J O((S SIOMoY UOSWOY ], WOoIj oIe eyep 1W3IN 9107
07 986T WO} S[eap ¢RY‘9¢ Jo ordures e 10} 99els 1od s181e) pue s1dImMboe Jo IPQUINU Y], "SjUNod 198I1e) pue Jaamboe [9Ad[-21v)Q I°VI 2[qBL

71



900 «ET°0— ¥0°0 ¥00— €€0 010 900 .8T°0— ¥00 S00— 8¢'0 ¥I'0— 7O X YALAV UVAX

900 T1°0— ¥0'0  €0°0— 1€0 600— 900 «xCC'0— F00 L00— 8¢'0 010— €0 X YAILAV UVHA
90'0 O0T0— ¥0'0 €0°0— 0€'0 «69°0— 90'0  4xx6€°0— ¥0'0 4eI'0— L20 ¥00— 2O X YALAV UVAX
900 «9T°0— ¥#00 ¥00— 0¢'0 ¥I0— 90'0  «xxL€0— ¥00 «el'0— 920 92°0— 10 X YALAV YVHA
90°0  «xI€°0— ¥00 «600— ¥€'0 000 G600  «0OF0— ¥00 s€T°0— 620 €20 7O X NOILOITA
900 «x8¢0— ¥0°0 «800— 1€0 0v'0— G0°0 80— TOO0 «CT'0— LCO LEO— €0 X NOILOATH
900 TT°0— ¥0'0 €0°0— 1€0 ¥#€0— 900  «¥IT°0— ¥0'0 ¥00— L850 vI0— ¢d x NOILDATH
900 00 ¥0'0 ¢00 ¢€'0 €00~ 900 «6T°0— 700 900— L0 ¢c0— 10 X NOLLDATH
90°0  «xxIC°0 ¥0'0 900 1€°0 ¢€0— 90°0  «x1€°0 ¥0'0 4600 L2’0 T¢0— PO X AYOJdd YVHAA
90'0  «8T°0 ¥0'0  S0°0 1€°0 8€0 90°0  «x6T°0 ¥0'0 900 8¢'0 1¢0 €0 X dYoddd ¥VHA
90'0  60°0— ¥0'0 €0°0— 1€°0 0€0 90°'0 700 ¥0'0 100 9¢'0 600 ¢h X TIOAAd UVHA
S0P 2IDIS-SSOL) " ]PUDJ
L0°'0 ¥0°0— 400 TO0— 120 8T'0— L0°'0 ¥0°0— 400 TO0— 120 8T°0— YO X YALAV VAKX
L0°0  G0°0 00 ¥0°0 1¢'0  L0°0 L0°0 600 00 ¥0°0 1¢'0  L0°0 €0 X YAILAV YVAX
L0°'0 €0°0— 00 100 160 S¢0— L0°'0 €0°0— 200 100 160 S¢'0— 2O X 4AIAV 9VAX
900 T1T°0— L00 T11T°0— 160 ¢00— 900 T1T°0— L00 TI1T°0— 160 ¢00— 10 X YALAV UVHA
900 T1°0— 00 01°0— 0c’0 600— 900 T1°0— 00 01°0— 0c'0 600— 7O X NOILDATH
90°0 «GT°0— 400 0T0— 0c'0 ¢€0— 90°0 «GT°0— 400 0T0— 0c0 G€0— €0 X NOILLOATA
90'0 G0°0— 00 €0°0— 0c'0 LT0— 90'0 G0°0— 00 €0°0— 0c'0 LT0— ¢0 X NOILDATH
L0°0 ¥0°0 00 ¥0°0 1¢'0 ¢00 L0°0 ¥0°0 200 %00 1¢'0 ¢00 10 X NOILDATH
L00 600 L00 110 0c0 ¢Io— 00 600 L00 110 0c0 ¢I'o— 7O X TIOJIdd UVHA
900 ¢1°0 L00 ¢10 0c'0 000— 900 ¢1°0 L00 ¢10 0c’0 000— €0 X HYOJdd UVHA
900 00 00 ¥0°0 0c'0 ¢c¢0 900 00 00 v0°0 0c'0 ¢c¢0 ¢h X TgOddd UVHA
§]DIP 29DIS-9WDS Y ]UDJ
S  olewnse  {S§  OJRWNSO S O)RUIIISO S  olewm)seo  {S§  OJRWNSO S O)RUIIISO
(e (1) (on) () ® () 9 (9 ¥ (€ @ (1)
1990 93I0SI(J [opow Junoy) [opow 0107 1990 93I0SI(J [opow Junoy) [opow 0107
syo8Ie], s1eImboy :rea do(g

"100°0>d,.s ‘10°0>d,, ‘G0°0>d, :0Ie s[oas] ddUROYIUSIG
"SoXopUI ) JH oUl[eseq pue XA o3 Jo senfea potiod o131 Jo UIUUIS0( pPUR ‘S}00J0 POXY Jeok ‘So[eLIeA POXIJ 91e)s ‘S1090 PoXy Jojrenb ‘uoroerojul
Ioyrenb pue 1eak uOTI9[P [R1IUSPISAId B S[OIIUOD Se dPN[OUL dA\ T 9[qe], ur pajrodor sogerose ojdures o) 07 o[qeredurod A[1091Ip o1e puUR ‘SoferoAr
odures 107} e pEY SO[qRLIBA [0IJU0D M ‘SID)IenD-1eod UOII9[R-UOU 0] dAIJR[DI ‘SIojrenb-1eaf worjoofe ur £)1A190€ 10818) 10 Io1nboe pojorpeid
odeIoAR o1[) S pPoe[NIed oIe pajlodal s10o)e 93010sI(] ‘Pojusseld aIe UOII9[e oY) I9)je sivlrenb Inoj pue ‘(pjoq ur) jo Ielrenb o1yl ‘010joq sivjrenb
9 I0] sojewWI)SH ‘(S[qelIeA ® )M pojeldosse s ‘ojdurexs 10j ‘Iojrenb-oje)s 1od siolmboe Jo IoqUINU IoMO[ B SUROU JUSIDIJ0D 0AIIR30U ) [opowt
JUNOD ® $OJRIISO 98R)S PUOIDS oY) PuR ‘(A)ATIOR 2RI OU Jo A)[Iqeqoid 10)eold © YiIm PoJeIdosse ST o[qRLIBA © SUROWI JUSIJO0D 0AIIR30U B) 0I0Z
ey} 19)edI18 9¢ 0} SuoneAIdsqo jo Aysuodoid o) $9)ewIIso 93RIS 1SIY YT, "[opow d[pIny 9y} JO S98rI)s Y0 I10J Paussold oIe SIUSIIPI0)) MOI
£q peloqe] uorjoeisqul Iojrenb o) yjym ‘1oyrenb ojeridoidde oyy pue YAILAYV YUVHA 10 ‘NOLLOATH ‘HY0Add YVHA Ueom)eq UOI}ORIDIUIL
ue pue YALAV UVHA 10 ‘NOLLOATH ‘@YOAHd UVHA UO S91ewIIsd PoUuIquIOd dle SIUSIIPe0)) “Iolrenb-aje)s yoes ur (g 03 L sUWN]0D)
s1081e) pue (9 01 T SUWN[0D) SIdIMDbOR Jo Ioquuinu oY) aIe Se[qelIes juapuadop oYJ, '9jrIs-dUIRS oIk Lgg T] PUR 9)R)S-SSOID oI GH9‘gg ‘odures
o} UI S[eop gL8'FE oYl JO ‘suomsmboe (g [pued) 9)e)s-ssold pue (Y [ourJ) ojejs-oures Ioj saje)s ¢¢ WoIj 910g 0 986T WOIJ SUOIJRAIISO
VRN Iorrenb-ore)s 6GO‘F Jo ordwes oY) J10J [9pOW O[PINY B WOIJ SoJeWI)sH ‘SP[NSad UOIJBUWI)SD 91B)S-SSOID PUER djeIS-dWRS g VI 2Bl

72



Table IA.3: Re-estimation of main results in only-target-election subsample. Estimates from
a hurdle model for the sample of 4,059 state-quarter M&A observations from 1986 to 2016 from 33
states for which there is not an election in the state of headquarters of the acquirer. The dependent
variables are the number of acquirers (columns 1 to 6) and targets (columns 7 to 12) in each state-
quarter. Coefficients are combined estimates on YEAR _BEFORE, ELECTION, or YEAR_AFTER
and an interaction between YEAR BEFORE, ELECTION, or YEAR _AFTER and the appropriate
quarter, with the quarter interaction labeled by row. Coeflicients are presented for both stages of
the hurdle model. The first stage estimates the propensity of observations to be greater than zero (a
negative coefficient means a variable is associated with a greater probability of no M&A activity), and
the second stage estimates a count model (a negative coefficient means a lower number of acquirers per
state-quarter, for example, is associated with a variable). Estimates for 6 quarters before, the quarter of
(in bold), and four quarters after the election are presented. Discrete effects reported are calculated as
the average predicted acquirer activity in election year-quarters, relative to non-election year-quarters,
with control variables held at their sample averages, and are directly comparable to the sample averages
reported in Table 1. We include as controls a presidential election year and quarter interaction, quarter
fixed effects, state fixed variables, year fixed effects, and beginning of the period values of the VIX and
baseline EPU indexes. Significance levels are: *p<0.05; **p<0.01; ***p<0.001.

Dep. var: Acquirers
Zero model Count model Discrete effect
1 2 3 (5) (6)
estimate SE estimate SE estimate SE
YEAR_ BEFORE x Q2 0.43 0.29 —0.03 0.03 —0.02 0.06
YEAR_ BEFORE x Q3 0.58 0.31 0.01 0.03 0.12*  0.06
YEAR_ BEFORE x Q4 0.13 0.30 0.02 0.03 0.08 0.07
ELECTION x Q1 —0.92***  0.25 —0.69"** 0.06 —1.71*** 0.08
ELECTION x Q2 —1.23*** 0.24 —-0.65"** 0.06 —1.74*** 0.08
ELECTION x Q3 —1.46™* 0.24 -0.73"** 0.06 —1.90*** 0.09
ELECTION x Q4 —0.92***  0.25 -0.73"** 0.06 —1.76*** 0.07
YEAR AFTER x Q1 —-0.28 0.28 —0.13*** 0.04 —0.38*** 0.07
YEAR_AFTER x Q2 —0.04 0.28 —0.08* 0.04 —0.22** 0.07
YEAR_AFTER x Q3 —0.03 0.29 —0.06 0.04 —0.15*  0.07
YEAR_AFTER x Q4 —-0.22 0.29 —0.05 0.04 —0.18* 0.08
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Table IA.4: Re-estimation of main results in only-acquirer-election subsample. Estimates
from a hurdle model for the sample of 4,059 state-quarter M&A observations from 1986 to 2016 from
33 states for which there is not an election in the state of headquarters of the target. The dependent
variables are the number of acquirers (columns 1 to 6) and targets (columns 7 to 12) in each state-
quarter. Coefficients are combined estimates on YEAR _BEFORE, ELECTION, or YEAR_AFTER
and an interaction between YEAR BEFORE, ELECTION, or YEAR _AFTER and the appropriate
quarter, with the quarter interaction labeled by row. Coeflicients are presented for both stages of
the hurdle model. The first stage estimates the propensity of observations to be greater than zero (a
negative coefficient means a variable is associated with a greater probability of no M&A activity), and
the second stage estimates a count model (a negative coefficient means a lower number of acquirers per
state-quarter, for example, is associated with a variable). Estimates for 6 quarters before, the quarter
of (in bold), and four quarters after the election are presented. Discrete effects reported are calculated
as the average predicted target activity in election year-quarters, relative to non-election year-quarters,
with control variables held at their sample averages, and are directly comparable to the sample averages
reported in Table 1. We include as controls a presidential election year and quarter interaction, quarter
fixed effects, state fixed variables, year fixed effects, and beginning of the period values of the VIX and
baseline EPU indexes. Significance levels are: *p<0.05; **p<0.01; ***p<0.001.

Dep. var: Targets
Zero model Count model Discrete effect

® @ 3 ¢ (5) (6

estimate SE estimate SE estimate SE

YEAR_ BEFORE x Q2 0.59 0.32 —0.04 0.03 —0.05 0.05
YEAR_ BEFORE x Q3 0.47 0.34 0.01 0.03 0.08 0.05
YEAR_ BEFORE x Q4 —-0.59 0.31 0.01 0.03 —0.05 0.08
ELECTION x Q1 —-1.33"** 0.26 —-0.48** 0.06 —1.40"* 0.08
ELECTION x Q2 -1.62*** 0.26 -0.60"** 0.06 —-1.67*** 0.08
ELECTION x Q3 —1.43*** 0.26 —-0.63*** 0.06 -—-1.67*** 0.07
ELECTION x Q4 —1.27** 0.27 -0.62*"* 0.06 -—-1.62*** 0.07
YEAR AFTER x Q1 —-0.37 031 —-0.05 0.04 —-0.17"" 0.07
YEAR AFTER x Q2 —-0.42 0.31 —-0.00 0.04 —-0.06 0.07
YEAR AFTER x Q3 —-0.70* 0.31 0.00 0.04 -0.11  0.08
YEAR AFTER x Q4 0.26 0.37 —-0.03 0.04 —-0.07 0.06
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Table IA.5: Effect of political uncertainty on state-quarter aggregate deal value. Estimates
from a heterogeneous tobit model for the full sample of 6,150 state-quarter M&A observations from
1986 to 2016. The dependent variables are the natural logarithm of one plus the dollars spent by
acquirers (columns 1 and 2) and on targets (columns 3 and 4) in each state-quarter. Coeflicients are
combined estimates on YEAR BEFORE, ELECTION, or YEAR AFTER and an interaction between
YEAR_ BEFORE, ELECTION, or YEAR AFTER and the appropriate quarter, with the quarter
interaction labeled by row. Estimates for 6 quarters before, the quarter of (in bold), and four quarters
after the election are presented. Discrete effects reported are calculated as the average predicted natural
logarithim of one plus dollar value of acquisitions by acquirer or target dollar election year-quarters,
relative to non-election year-quarters, with control variables held at their sample averages. We include
as controls a presidential election year and quarter interaction, quarter fixed effects, state fixed variables,
year fixed effects, and beginning of the period values of the VIX and baseline EPU indexes. Significance
levels are: *p<0.05; **p<0.01; ***p<0.001.

Dep. var: Acquirers Targets
Discrete effect Discrete effect
1 (@ (3) (@)
estimate SE estimate SE
YEAR_BEFORE x Q2 0.01 0.14 —0.09 0.12
YEAR_BEFORE x Q3 0.01 0.14 0.03 0.13
YEAR_BEFORE x Q4 —0.00 0.14 0.07 0.13
ELECTION x Q1 —0.07 0.15 —0.08 0.13
ELECTION x Q2 —0.11 0.14 —0.20 0.13
ELECTION x Q3 —0.18 0.14 —-0.23 0.13
ELECTION x Q4 —-0.03 0.14 —-0.13 0.13
YEAR _AFTER x Q1 —0.20 0.16 —-0.19 0.14
YEAR _AFTER x Q2 —0.01 0.15 —0.12 0.15
YEAR AFTER x Q3 0.03 0.15 0.01 0.14
YEAR_AFTER x Q4 —0.07 0.15 —-0.22 0.14
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Table IA.6: Re-estimation of aggregate value results for small and large acquirers. Esti-
mates from a heterogeneous tobit model for the full sample of 4,059 state-quarter M&A observations
from 1986 to 2016 from 33 states for small acquirers (Panel A) and large acquirers (Panel B), in
which small and large are determined by comparing the acquirer’s asset value to the sample median.
The dependent variables are one plus the natural logarithm of dollars spent by acquirers (columns 1
and 2) and on targets (columns 3 and 4) in each state-quarter. Coefficients are combined estimates
on YEAR BEFORE, ELECTION, or YEAR AFTER and an interaction between YEAR BEFORE,
ELECTION, or YEAR_AFTER and the appropriate quarter, with the quarter interaction labeled by
row. Estimates for 6 quarters before, the quarter of (in bold), and four quarters after the election are
presented. Discrete effects reported are calculated as the average predicted natural logarithim of one plus
dollar value of acquisitions by acquirer or target dollar election year-quarters, relative to non-election
year-quarters, with control variables held at their sample averages. We include as controls a presidential
election year and quarter interaction, quarter fixed effects, state fixed variables, year fixed effects, and
beginning of the period values of the VIX and baseline EPU indexes. Significance levels are: *p<0.05;
*p<0.01; ***p<0.001.

Dep. var: Acquirers Targets

Discrete effect Discrete effect
1 @ 3 @
estimate  SE estimate  SE

Panel A. Deals by large acquirers
YEAR_BEFORE x Q2 0.12 0.26 —-0.10 0.23
YEAR_BEFORE x Q3 0.04 0.27 —0.08 0.24
YEAR_ BEFORE x Q4 —0.02 0.27 —0.11 0.24
ELECTION x Q1 —0.27 0.29 —-0.27 0.24
ELECTION x Q2 —0.55*  0.27 —-0.32  0.23
ELECTION x Q3 —0.56* 0.27 —-043 0.24
ELECTION x Q4 —0.45 0.28 —-0.30 0.24
YEAR AFTER x Q1 —0.45 0.27 —0.38 0.26
YEAR _AFTER x Q2 —0.17 0.28 —-0.14 0.25
YEAR AFTER x Q3 0.01 0.29 —0.10 0.25
YEAR_AFTER x Q4 —-0.11 0.28 —-0.26 0.24

Panel B. Deals by small acquirers
YEAR_BEFORE x Q2 0.04 0.2 0.15 0.17
YEAR_ BEFORE x Q3 0.1 0.18 0.32 0.16
YEAR_BEFORE x Q4 0.19 0.19 0.28 0.16
ELECTION x Q1 0.04 0.2 —-0.02 0.17
ELECTION x Q2 —-0.01 0.18 —-0.13 0.16
ELECTION x Q3 —0.17 0.19 —-0.25 0.17
ELECTION x Q4 —0.01 0.19 —-0.16 0.17
YEAR_AFTER x Q1 —-0.14 0.21 —-0.21 0.17
YEAR_AFTER x Q2 —0.06 0.2 —0.16 0.18
YEAR_AFTER x Q3 -0.16 0.2 —0.14 0.18
YEAR _AFTER x Q4 0.09 0.19 0.05 0.17
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Table [A.14: Auxiliary summary statistics for deals withour missing payment type data. This
table presents summary statistics for deal characteristics for each of the subsamples in the three quarters
surrounding the election (election) and in the calendar year two years before an election (non-election).
Deal size is the a mean dollar amount of the acquisition, same state is the percent of deals in which
the acquirer and target are headquartered in the same state, all stock is the percent of deals funded
entirely using common stock, all cash is the percent of deals funded entirely using cash, and stock used
in the mean dollar amount of stock used in deals scaled by deal size presented as a percent. Summary
statistics are computed for the 26,018 deals that use nonzero amounts of either stock or cash, except for
the large and small acquirer statistics that use the 14,976 deals for which we have asset data.

Variable Election Non election Election Non election
Large Small
Deal Size ($) 1,049.42 1,076.63 56.57 77.49
Same State (%) 52.24 56.27 47.76 43.73
All Stock (%) 27.61 32.35 26.18 34.52
All Cash (%) 41.52 38.72 28.07 23.81
Stock Used (%) 38.99 43.72 40.03 48.30
Rated Unrated
Deal Size ($) 1,507.85 1,414.01 413.26 451.47
Same State (%) 11.04 11.69 88.96 88.31
All Stock (%) 24.72 31.01 30.88 35.68
All Cash (%) 44.29 39.20 34.23 31.84
Stock Used (%) 35.07 40.98 42.22 47.42
Serial Non-serial
Deal Size ($) 425.73 760.25 616.86 588.19
Same State (%) 10.14 9.06 89.86 90.94
All Stock (%) 36.47 47.26 28.91 33.24
All Cash (%) 33.71 27.13 36.19 33.85
Stock Used (%) 46.43 56.87 40.27 44.94
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Table IA.16: Results from regressions for payment type variables. Regressions of common stock
(panel A) or cash (panel B) used as a percentage of total deal value for the 20,444 deals for which
Compustat data is available. Deal size scaled by market value of equity is winsorized at the 1% level
because of outliers. Standard errors are clustered by state. Significance levels are: *p<0.05; **p<0.01;

***p<0.001.
Panel A. Common stock use (%)
log(DEAL_SIZE) 2.336" 11207 1,605
(0.362) (1.026) (0.783)
DEAL_SIZE / MVE 7.439%** 7.704%* 7.951%**
(1.233) (0.971) (0.917)
log(ASSETS) —0.078  —2.454* 0.296 —2.062* 0.985
(0.664)  (1.201)  (0.685)  (0.980)  (0.595)
State Fixed Effects N N N N N Y Y
Year Fixed Effects N N N N N Y Y
Quarter Fixed Effects N N N N N Y Y
Observations 20,444 19,917 20,444 20,444 19,917 20,444 19,917
R? 0.012 0.006 <0.001 0.021 0.006 0.134 0.117
Panel B. Cash use (%)
log(DEAL_SIZE) 1.522°* 0.699 0.465
(0.227) (0.483) (0.334)
DEAL_SIZE / MVE —2.760** —1.509 —1.561
(1.034) (0.949) (0.933)
log(ASSETS) 1.535%** 1.131 1.395%** 0.828 0.972**
(0.375)  (0.605)  (0.388)  (0.445)  (0.308)
State Fixed Effects N N N N N Y Y
Year Fixed Effects N N N N N Y Y
Quarter Fixed Effects N N N N N Y Y
Observations 20,444 19,917 20,444 20,444 19,917 20,444 19,917
R? 0.005 0.001 0.006 0.007 0.006 0.082 0.083
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