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3. Empirical analyses
3.1. Ratings and likelihood of undertaking acquisitions

This subsection presents evidence that relates a firm's
long-term debt rating to its acquisition activity. Fig. 1 shows
the average incidence of All Acquirers, Firm Acquirers, and
Subsidiary Acquirers over years from 1990 to 2011. While the
differences in acquisition likelihoods of rated and nonrated
firms fluctuate over time, firms with debt ratings have higher
acquisition probabilities relative to nonrated firms in all three
acquisition categories. Panel A of Table 2, which reports the
mean values for acquisition variables for firm per year by
debt ratings, also presents evidence of the impact of having a
debt rating on acquisition choices. For example, the uncondi-
tional probability of acquiring a target is 14.2% for the
subsample of firms with a rating, whereas it is only 10.0%
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