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Abstract 

This paper takes the three acquisitions of local enterprises, a leading daily chemical 
enterprise, as an example, and uses the event study method to explore the impact of the 
three mergers on the short-term financial performance. The results show that investors 
are optimistic about the three acquisitions, especially about the acquisition of 
Guangzhou makeup. 
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1. Introduction 

On March 13,2017, La Fangjiahwa was listed on the Shanghai Stock Exchange, filling the gap of 
local daily chemical enterprises having not landed in the A-share market for 13 years. Merger 
and acquisition can help enterprises broaden their business field and establish new 
performance growth points. To this end, since its listing, Lafang Jiahua has acquired three 
enterprises: Suqian Babao Information Technology Co., Ltd., Ltd., Guangzhou Cosmetics 
Technology Co., Ltd. and Shanghai Jinjia International Trade Co., Ltd. Using the event research 
method and the financial index method, we studied the impact of the three mergers and 
acquisitions on the long-term and medium and long-term financial performance, analyzed the 
reasons for the success or failure of the three mergers and acquisitions, the problems and 
solutions, so as to provide general suggestions for the merger and development of China's daily 
chemical industry. 

2. Literature Review 

2.1. Type and motivation of the merger and acquisition 

According to the industry and industrial characteristics of the two parties are located, the 
merger is generally divided into three types: horizontal merger, vertical merger and mixed 
merger and acquisition. On the one hand, horizontal mergers and acquisitions can increase the 
scale of enterprises, resist foreign mergers and acquisitions, on the other hand is conducive to 
improve the bargaining power of enterprises and realize synergistic effect[1-3]. Longitudinal 
mergers and acquisitions enable upstream and downstream enterprise information sharing 
and help enterprises timely adjust innovation strategies in a rapidly changing market[4] 

Meanwhile, vertical mergers help companies achieve risk hedging and simplify transaction 
procedures and reduce transaction costs[5-6]. Mixed mergers can help companies avoid industry 
barriers and quickly enter new industries to achieve diversified strategies, but companies 
therefore need to bear additional operating costs[7]. 
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2.2. M & A and Enterprise Performance Research 

Mergers and acquisitions can help companies improve traditional performance measures and 
improve their corporate strategic system. Rahman and Lambkin[8] From the perspective of 
marketing, the analysis of the financial performance before and after the enterprise merger and 
acquisition, and the creation and destruction of the enterprise value. Further study the impact 
of mergers and acquisitions on the effectiveness of enterprise marketing. Zhang et al[9] Based 
on the merger and acquisition behavior of Chinese pharmaceutical enterprises in 2008-2016, 
the strategic goal of merger and acquisition is divided into three dimensions: value chain 
expansion, technical exploration, and the mixing of the two. It is found that the merger and 
acquisition behaviors of an enterprise in value chain expansion and technology exploration are 
positively related to performance, while mixed merger is not positively related to enterprise 
performance. 

2.3. Research on the merger and acquisition of the daily chemical industry 

China's economic growth policy, market liberalization and market openness to foreign 
enterprises make many multinational daily chemical enterprises choose to invest in China[10-11] 

MEA, Junior nurses, Yuxi and Mei Yi respectively in 2004 and 2014[12-13]. However, after the 
acquisition of Panda detergent, sales prices rose, sales shrank significantly, and P & G Tide 
replaced the panda market. At the beginning of Unilever Investment, Unilever promised to 
Shanghai Toothpaste Factory that the investment ratio of China toothpaste and its toothpaste 
brand was not less than 6: 4. In fact, Unilever invested more than 90% in the free toothpaste 
brand. After young nurses, Yuxi and Midea were acquired, their market share and sales also 
dropped rapidly[14]. 

2.4. Review of the Literature 

To sum up, the existing literature background different types of mergers and acquisitions, and 
shows that the drivers of enterprises include realizing synergies, adapting to market changes 
and entering new industries. In addition, mergers and acquisitions can also help companies 
better measure performance and discover their strategic value. However, the research on the 
daily chemical industry mostly focuses on the change of financial performance before and after 
the merger of the acquired companies. This paper takes the three mergers of Rafon Jahwa as an 
example, studies the influence of the merger on the short-term financial performance and 
analyzes the reasons. 

3. M & A cases and Financial Performance Analysis 

3.1. M & A case study 

Lafang Jiahua Co., Ltd., formerly known as Guangdong Lafang Daily Chemical Co., Ltd., is a 
private listed company mainly based on the research and development, production and sales of 
washing and care care, skin care, and cosmetics products. The company landed on the main 
board of the Shanghai Stock Exchange on March 13,2017, with a issue price of 18.39 yuan per 
share. After the listing, it has been in product upgrading and innovation, brand matrix 
construction and marketing channel expansion. 

On September 9,2017, Lafang Jiahua issued an announcement to purchase 20% of Suqian Opel 
for RMB 109,500 yuan, and completed the transaction on November 10,2017. On May 16,2018, 
Lafon Jahwa issued an announcement to acquire 26.8% of the equity in Guangzhou Cosmetics 
with RMB 34.4 million, and completed the transaction on April 27,2019. On December 1,2018, 
Lafon Jahwa issued an announcement of the merger and acquisition of Shanghai Jinjia. Lafang 
Jiahua plans to increase capital by 808 million yuan and acquire 51% of its equity, but the 
investment accounts for 58.05% of its initial IPO raised funds, and the registered capital of 15 



Volume 2 Issue 7, 2021 

DOI: 10.6981/FEM.202107_2(7).0042 

297 

Frontiers in Economics and Management 

ISSN: 2692-7608 

million is far lower than the investment, the Shanghai Stock Exchange immediately issued a 
letter of inquiry to Rafang Jiahua, and finally terminated the acquisition on December 27,2018. 

3.2. Event Study 

The event research method generally uses the event announcement day as the day of the event, 
and calculates the cumulative excess return (C AR) through the stock price fluctuations before 
and after the event report, so as to counter the impact of the event on the short-term financial 
performance of the enterprise. This article selects the announcement day of the three mergers 
and acquisitions after the listing as the event day, and takes the ten, five and three trading days 
before the event as the event window period, takes the 60 trading days before and after the 
announcement as the estimation window, and compares the impact of the three mergers and 
acquisitions on the short-term financial performance of Rafon Jiahua through the C AR value. 
Specific calculation formula is shown in Table 1. 

 

Table 1. Index Calculation Formula of the Event Study Method 
Indicators Formulas 

Expected RR ()R′it R′it = αi + βiRmt 
ORR ()ARit ARit = Rit − R′it 

Accumulated excess RR ()CARit CARit = ∑ARit 

 

Rmt is the actual yield of the t trading day and α and β are linear fitting regression equation 
coefficient. And this data and event announcement are from the flush i FinD database. 

 

 
Figure 1. Excessive yield figure of Lafon Jiahua's three mergers and acquisitions 

 

From the perspective of excess yield, Lafang Jahwa acquired Suqian Opel for the first time. The 
excess yield rate on the event day was positive, but less than 2%, and on the second trading day 
after the event, the excess yield rate was-2%. The second merger of Guangzhou honey makeup 
event daily excess yield reached more than 6%, and the excess yield of a trading day before the 
event rose 8%, there is likely to be the relevant inside information released. The third 
acquisition of Shanghai Jinjia, the event announcement daily excess rate of more than 6%, but 
the excess return of the next trading day was negative. Combined with the excess yield of the 
three mergers and acquisitions, in the short term, investors are more optimistic about the 
second investment. 
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Table 2. Accumulated excess yield of three mergers and acquisitions 
Window Period [-10,10] [-5,5] [-3,3] 

First time 16.09% 3.69% 3.78% 
Second time 19.45% 11.25% 9.29% 
Third time 7.86% 5.24% 9.12% 

 

From the perspective of the excess cumulative yield of the table above, the CAR of each window 
period is positive, and the second merger and acquisition of Guangzhou honey makeup excess 
cumulative yield in the event window [-10,10,10], [-5,5] and [-3,3] are greater than the other 
two mergers and acquisitions, indicating that in the short term, investors for La Fang Jiahua 
three mergers and acquisitions behavior are optimistic, and the most optimistic about the 
second merger and acquisition of Guangzhou honey makeup. 

 

 
Figure 2. Total excess return rate of three mergers and acquisitions 

 

From the picture can be seen from the figure of the excess cumulative return of the three 
mergers and acquisitions, the excess cumulative return of Suqian Opel and the second 
acquisition of Guangzhou makeup shows an upward trend, and the second merger and 
acquisition is higher than the first. The third excess cumulative return of Shanghai Jinjia rose 
first and then fell, and the cumulative excess return of the second acquisition has been higher 
than the third acquisition. Combining the cumulative excess return figure of the three mergers 
and acquisitions, it once again confirms that investment in Guangzhou makeup is most 
conducive to the improvement of the short-term financial performance. 

4. Research conclusions and recommendations 

4.1. Research conclusions 

The three major capital operations since its listing have been the construction of online 
marketing channels. In view of the three mergers and acquisitions, the event research method 
shows that the AR value and CAR value are positive, investors are optimistic about the 
transformation of the three, and the AR value of Guangzhou makeup are far higher than that of 
Suqian Baibao and Shanghai Jinjia. As relatively speaking, investors are more optimistic about 
Guangzhou makeup. 
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4.2. Suggestions 

International daily chemical enterprises such as Procter & Gamble and Unilever occupy an 
absolute dominant market share in China's daily chemical industry, but they also provide 
sufficient experience for the development of Chinese local daily chemical enterprises in all 
aspects of product structure, brand marketing and technological innovation. In the fierce 
competitive environment, Lafang Jiahua should combine its industry background, integrate its 
own advantages and conform to the market trend. 
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