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A horizontal merger in the iron ore industry:

An event study approach
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Conclusions

The purpose of this paper has been to estimate the
competitive and efficiency impacts of the merger between
Rio Tinto and North Ltd. in 2000, using an event study
approach. The results from the event study using an 11-day
event window indicates that the merger between Rio Tinto
and North Ltd. did create value for the stockholders, given
positive effects on both Rio Tinto and North Ltd.’s stock
prices on the announcement day. The market thus believed
that the new company either would be more efficient, or
would be able to increase prices due to the market power
effect. When studying the stock price movements of the
main competitor, BHP, the conclusion of whether the
efficiency or the market power effect dominated the merger
cannot be confirmed given that the abnormal returns are
statistically insignificant on the relevant event days.
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