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 UNVEILING INFLUENCE OF HOME MACROECONOMIC 
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Abstract Indian enterprises have succeeded in climbing the ladder of outward M&A 

transactions and out-performing everyone’s expectations post 1990s. This paper aims to 

recalibrate the empirical literature of India’s outbound M&A by considering the impact of 

home country macroeconomics variables from 1990 to 2019. Bivariate regression and 

quantile regression approach is used to examine the impact of selected macroeconomic 

factors on outward M&A deal volume. The study found that the selected macroeconomic 

variables gross domestic product, population, exports, imports, interest rates, international 

reserves, human capital, trade openness, patents, exchange rate and per capita GDP 

influences the deal volume especially at high percentiles. The home country companies 

prefer to invest overseas specially when macroeconomic indicators change at high level. 

The empirical analysis of this paper provides policy makers a better understanding of 

determinants of outbound M&A transactions by Indian firms, to formulate push policies to 

encourage the same. 
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1. INTRODUCTION 

The 20th century witnessed a strong activity of Mergers and Acquisitions 

(M&A) across the globe during several times (Scherer and Ross, 1990). Through 

cross-border M&A, multinational firms strengthened their international position on 

foreign markets: cross-border M&A progressively replaced Greenfield Investments 

in Foreign Direct Investment (FDI) over the 1990's. During this period, about 80% 

of FDI transaction value took the form of M&A. Therefore, facing this major 

change in FDI composition, it becomes legitimate to enquire cross-border M&A 

                                                      
* Prof. (Dr.) Sheeba Kapil, HOD, Finance, Indian Institute of Foreign Trade, Ministry of Commerce, 

Delhi, India, sheebakapil@iift.edu 
** Puneet Kaur Dhingra, (Corresponding Author), Research Scholar, Indian Institute of Foreign 

Trade, Ministry of Commerce, Delhi, puneet.kaurdhingra@gmail.com 

mailto:sheebakapil@iift.edu
mailto:puneet.kaurdhingra@gmail.com


Sheeba Kapil, Puneet Kaur Dhingra 10 

when examining the decision of international expansion with respect to 

macroeconomic factors that will influence the investment decision. Hence, this 

study delves to find the impact of Indian economy’s macroeconomic factors on 

outbound M&A behavior of Indian companies. 

The increase in overseas acquisitions by Indian firms can be seen as their 

response to a globalized competition since 1990s. With liberalization and changes 

in trade, industry, foreign investment and technology policy regime, previously 

protected Indian companies are exposed to global competition at once. Indian firms 

increasingly realized that their existing technological and other capabilities 

accumulated with predominant dependence on protected home markets and under 

the import substitution policy regime of the past are clearly inadequate to cope with 

this new competition unleashed by a more liberalized business environment. They 

are forced to improve their competitive strength immediately and enlarge their 

position in the world markets. Indian companies realized that adopting a long‐term 

competencies‐building strategy with large investment in R&D, advertising, etc. is 

relatively more risky and costly than pursuing the route of overseas acquisitions. 

Mergers and acquisitions in India is largely driven by multinational 

enterprises is well recognized (Kumar 2000; Bhoi 2000), the less known fact is the 

growing intensity of Indian enterprises to acquire business enterprises overseas. 

Out of an estimated $236.83 billion value of cross-border M&As involving India as 

a seller as well as purchaser during 1990-2018, nearly 44 percent amounting to 

$105 billion has been accounted by cross-border acquisitions made by Indian 

enterprises. Indeed, in the late 1990s the value of cross-border acquisitions by 

Indian firms had continuously accelerated from $57.6 million in 1990 to over 

$1.105 billion in 2018 (Table I). 

Table 1: Value of M&A deals in India 

YEAR 

Value of M&A deals in 

India (Purchaser) 

(UDS Million) 

Total number of M&A 

deals in India 

(USD Million) 

Purchases as a % of total 

number of deals 

1990 57.6 62.6 92.01% 

1995 25.3 249.4 11.29% 

2000 589.0 1297.4 45.39% 

2005 1939.0 2636.5 73.54% 

2010 26642.0 32254.6 82.59% 

2015 -612.5 710.9 -86.16% 

2018 1105.1 34283.4 3.22% 

1990-2018 105009.6 236825.2 44.34% 
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1.1 Determinants Of M&A 

Over the years, many researchers have come up with theories or 

applications of the existing theories to explain the growth trajectories of these 

OFDIs, effect of various factors on expansion of emerging countries’ 

multinationals (individually or in certain groups), their motives, challenges and 

spillovers (Dunning & Narula, 1994; Hymer, 1960; Aulakh, 2007; Bloningen, 

2005; Kalotay, 2005; Kumar, 2007; Buckley et al., 2007; Makino et al., 2002; 

Douma et al., 2006; Lien et al., 2005). It was Dunning who had published earliest 

factual work that sought to explain outward foreign direct investment from 

America and its benefits to UK’s economy, but Hymer’s work in 1960 made a 

concrete attempt to elucidate the emergence of outward foreign direct investment. 

According to his research, major motive behind these Trans National firms were 

to gain opportunities out of oligopolistic control of the market and locational 

advantages. Dunning again in 1980 went to explain in length the determinants of 

outward foreign investment through his Eclectic theory, popularly known as O-L-

I paradigm, which primary constitutes of 3 pillars, ownership advantages, 

location advantages and internalization advantages. (Rasiah et al., 2010) 

After Dunning, subsequent researches have built up a base for capturing 

drivers of outward foreign direct investment flows from emerging economies. 

Determinants of outward foreign direct investment from emerging economies has 

been categorized in two sub divisions, macroeconomic determinants and firm 

level determinants.  

Macroeconomic factors are liable for either encouraging or discouraging 

firms making foreign investments. MNCs are exposed to two sets of 

macroeconomic determinants, first are home country determinants, also known as 

push factors for investing overseas, and second set consists of host country 

determinants which work as pull factors for investing overseas. Every MNC is 

constantly interacting with its home and host country environment, and hence these 

factors are responsible for creating a conducive atmosphere for overseas 

investments to take place (Gammeltoft et al., 2010). These country specific factors 

are dynamic in nature, i.e. they continuously evolve with the country’s level of 

development, as a consequence of its policies, natural endowments, market 

potential and action of economic agents. Firms utilize these country specific assets 

to develop and organize their own production process efficiently, so as to serve 

domestic and foreign markets profitably (Pantelidis and Kyrkilis, 2005). 
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1.2 Home Country Determinants 

1.2.1 Market Size 

Home country’s development related variables serve as explanatory 

variables for any country’s investment outflows. There exists a strong positive 

relationship between development level of home country and its OFDI (Chen, 

2015). Economic development enables a firm to develop competence and specific 

strengths which can be fruitfully exploited by investing abroad. Empirical studies 

done on developed countries by Barry et. al. (2003), Bellak (2001), and Buckley 

and Castro (1998) as well as on a mix of developed and developing countries by 

Dunning and Narula (1994) and Tolentino (1993) confirm the existence of 

association between market size and outward investment flows.  

Market size of a country is indicated by its GDP. Hence when a firm is 

operative in a home country marked by high GDP, it is successfully able to 

exploit economies of scale. Actual market demand could not be measured by 

GDP of a country, hence per capita GDP has been taken as a variable in many 

studies to measure the size of market demand or consumers’ economic well-

being of a home country (Buckley et al., 2006; Deng, 2004; Taylor, 2002; Zhang, 

2003, Kayam, 2009).  

1.2.2 Interest Rates 

Capital abundance is a mandate for making investment overseas, especially 

when investment is made in capital intensive sectors. Amplitude of Capital is 

directly linked with the prevailing interest rates in the home economy, bearing an 

inverse relation. As per Krykilis and Pantelidis (2003), low interest rates in home 

country, results in capital abundance and thus reduces the opportunity cost of 

capital. Deducing from the above statement, companies with large capital base 

would hunt for profitable investment ventures abroad, this leads to increase in the 

investment flows abroad, proposing negative association between home interest 

rates and OFDI flows.  

Pantelidis and Kyrkilis, (2005), stated that a firm always chooses to invest 

in those projects that offer higher expected return over its cost of capital. And 

when cost of capital of a firm decline, expanse of economically viable projects 

increases, allowing firms to make investments. Also, if the cost of borrowing is 

lower, leverage exposure of company may rise, thus leading the firm to pursue 

larger investment projects. Hence applying this phenomenon to foreign 

investments, as the cost of borrowing decreases in home country, the opportunity 
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cost of capital becomes lower subsequently and hence investing abroad becomes 

more attractive and viable. 

1.2.3 Exchange Rate 

Currency appreciation facilitates investment flows overseas, as the buying 

capacity of the currency increases in real terms. Aliber (1970) encompassed that 

companies whose countries’ currency is strong, have better financial backing for 

supporting their foreign investments than companies whose countries’ currency is 

relatively weaker. As a consequence of appreciation of home economy’s currency, 

the capital requirements of investing abroad lowers, thus enabling easier capital 

acquisition than in case of depreciated home currency. Along with this, 

appreciation of home currency also curtails the relative attractiveness of exports as 

a mode of expanding overseas, thus companies turn towards choosing OFDI for 

exploring markets abroad. Bhasin et al. (2013) also support this inference and 

states that “Appreciation of the home country currency makes exports less 

competitive as they become relatively expensive for foreign buyers. So OFDI 

becomes cheaper mode for servicing foreign market.” 

1.2.4 Human Capital 

Competent human capital possession gives a company powerful edge which 

makes them capable of acquiring various competitive advantage. All major 

business operation activities like management, marketing, organization and R&D 

functions mandates the presence of skilled and competent personnel. As per 

Tolentino (2008) skilled and educated labor is a mandatory requirement for 

majority of managerial functions, and opulence of this factor is an eminent 

determinant pushing home economy firms to make foreign investments. Proportion 

of higher education personnel in the population of a country gives an 

approximation of the human capital factor in that country (Pantelidis and Kyrkilis, 

2005; Bhasin & Jain, 2013). Saad et al. (2014), in their research, analysed the home 

country determinants for OFDI flows from Malaysia, and states that investment 

flows overseas from developing countries is a consequence of lack of management 

know-how knowledge, thus driving Malaysian firms to invest abroad in order to 

overcome this prevalent limitation. Emerging economies suffer from shortage of 

skilled personnel, thus making human capital an incompetent push force for OFDI. 

This creates an immediate need for these economies to identify ways to boost the 

development of sound education infrastructure.  
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1.2.5 Openness of Economy 

Smooth and voluminous flow of foreign direct investment is a direct 

consequence of the degree of openness of an economy towards unrestricted 

capital flows. There are few reasons leading to this, firstly, liberal capital regime 

with absent or minimal control promotes greater flow of funds across economies 

(Scaperlanda, 1992). Secondly, an economy with existing export orientation 

allows companies to gather knowledge about demand and supply conditions of 

proposed host destination, their legal system, prevalent business practices, know 

how required to sustain foreign operations, etc. All these constitutes the 

necessary background for switching of internationalization mode from exporting 

to setting up or acquiring business facilities overseas (Kogut 1983; Buckley et al., 

2007, Goh, 2011). As per Buckley (2007), OFDI is also viewed as a supportive 

strategy to give some backing to domestic exporters and stimulating higher 

earnings for them. Thirdly, companies may resort to investing in host economies 

whose export give a tough competition to native firms of home economy. Here 

OFDI takes a pure form of retaliation to cope up with import competition 

(Pantelidis and Kyrkilis, 2003; Banga, 2007).  

1.2.6 Technological Capability 

Firms’ ability to indulge in organization and production of technological 

input is in turn dependent upon the firms’ home country environment, in terms of 

its legal and patent systems, presence of skills and inputs, government policies, 

market structure, scientific research, incentives for education. Hence this emerges 

as a critical advantage of firms to make foreign investments, as firms’ 

technological capability helps them build ownership-specific advantages, upon 

which the firm can capitalize to invest abroad.  

In case of developing countries, minting of new technologies may not 

always be possible, but framing policies for building technological capacity may 

fetch positive spillovers. Lall (2001) stated that technological advancement heavily 

relies on technological efforts made and firms’ absorption capacity. Thus, to 

benefit from the diffusion of international technology stimulated by globalization, 

making indigenous innovation efforts became mandatory for emerging economies 

(Das, 2013; Fu et al., 2011). Therefore, countries making policies supportive of 

such technological efforts, will be more successful in creation of country-specific 

competitive advantages from international technology diffusion, thus facilitating 

outward investment flows. In contrast to the above arguments, Saad et.al. (2014) 
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postulated that developing economies facing disadvantage at the technological 

front, make outward investments in order to compensate for the same by merging 

with or acquiring foreign firms (Child and Rodrigues, 2005; Luo and Tung, 2007; 

Rugman and Li, 2007). 

2. METHODOLOGY 

This study considers several key factors that could influence an Indian firm’s 

decision to invest abroad, out of all the previously studied home country 

macroeconomic factors, this paper aims to test the relevance of most pertinent 

determinants in today’s scenario for Indian outbound M&A via quantile regression. 

This study is based on the secondary source of data consisting annual observations 

on Indian economy for the period of 1990-2019. The table below exhibits the 

various dependent and independent factors taken up in this paper  

Table 2: Description of dependent and independent variables 

Variables Constructs Description Unit 

Dependent variable: 

Outward cross-

border mergers and 

acquisitions 

M&A Deal Volume 

Number of total outbound 

M&A deals in a Year by 

Indian firms 

Units 

Independent 

Variables 

 

Market Size 

by Gross domestic Product, 

GDP per capita and 

Population of a Host 

Country 

USD Million (GDP & 

GDPPC) & 

Units (Population) 

.Liberalization of 

India’s capital 

outflows 

International Reserves with 

RBI 
USD million 

Trade Openness 
Free flow of trade i.e Total 

Exports and Total Imports 

Total exports and Imports 

as Percentage of GDP 

(Total Exports Percentage 

and Total Imports 

Percentage) 

& 

TO = (Total exports + 

Total imports)/GDP 

Inflation 

GDP deflator represents the 

inflation or the purchasing 

power in a country 

Percentage of Nominal 

GDP over Real GDP 

Interest Rate 

Interbank Interest rate, 

Lending interest rate and 

Central bank rate 

Percent, not seasonally 

adjusted 

Exchange rate 

Real Effective Exchange 

rate measures the host 

country’s currency against 

basket of foreign currencies 

Index 2015=100 

Not seasonally adjusted 
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Variables Constructs Description Unit 

Strategic assets 
Total patent applications 

filed by residents of India 
Unit 

Human Capital Literacy rate in India 

School enrolment, primary 

and secondary (gross), 

gender parity index (GPI) 

Political stability 

Political stability and 

absence of violence or 

terrorism measures 

perceptions of the likelihood 

of political instability. 

Performance score from -

100 to 100. The highest 

score reflects the best 

situation. 

Geographic Distance 

It is the physical distance 

between India and host 

country 

Kilometres 

Control Variable Recession 
Recession in Indian 

Economy post 2007 

0 if year is 2007 or lessor 

and 2008 onwards its 1 

2.1 Unit Root Test 

It is found in the literature that most of the series in finance and economics 

are non-stationary in nature. In other words, most of the economic series are 

random walk. In this study, the data of economic time series are collected and ADF 

unit root test is applied to examine the nature of unit root behaviour in the studies. 

Any econometric model applied on non-stationary time series would be 

considered as spurious model. Thus, if the selected time series are found to be non-

stationary, they are needed to be transformed to become stationary series so that 

statistical models can be applied on those series. The result of the unit root is 

shown below in the table. 

2.2 Bivariate Regression 

To study the relationship between the outbound M&A deal volume by Indian 

firms in global market and the macroeconomic indicators of Indian economy, the 

bivariate time series regression analysis is applied on the included variables. The 

bivariate regression has the M&A deal volume as dependent variable and different 

macro-economic indicators as independent variables (GDP Growth Rate, Change in 

GDP per capita , Population growth rate, Change in Interbank Interest Rate, 

Change in Lending interest rate, Change in Central bank interest rate, Change in 

Real effective Exchange Rate, International Reserves growth rate, Change in Trade 

openness, Change Exports as percentage of GDP, Change in Imports as percentage 

of GDP change, Change in Inflation, Change in Human Capital, Change in Patent 

Applications by residents, Change in Political stability and Recession as control 

variable) in the study. The regression model can be expressed as: 
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 M&A Deal Volume (Yi) = α + β1*Xi + e (1) 

Where Y is the dependent variable (M&A Deal volume), α is the intercept 

and β is the slope coefficient, Xi indicates the different macroeconomic indicators. 

Following hypothesis is assumed to be tested with the help of regression analysis: 

Hypothesis: “There exists no significant impact of home macroeconomic 

indicators on the outbound M&A Deal volume of the Indian firm” 

2.3 Quantile Regression 

In linear OLS regression, the deal volume as a dependent variable is 

predicted with the help of selected independent variables. Here, the conditional 

mean of deal volume is estimated using the changes in the average values of 

independent variables. However, the linear regression OLS model is not able to 

explain the behaviour of deal volume due to certain limitation such as the 

assumption of linear relationship between selected dependent and independent 

variables and the linear regression fails to explain the deal volume if the dependent 

variable has multiple modes in behaviour. Thus, the quantile regression is highly 

effective as it explains the deal volume at different percentiles due to the changes 

in different percentiles in independent variables.  

In the study the behaviour of deal volume in M & A of the selected Indian 

companies is examined using quantile regression model. The macroeconomic 

indicators of Indian economy are assumed to be independent variables in the 

quantile regression. 

3. RESULTS 

3.1 Unit Root Test 

The result of the unit root is shown below in the table. 

Table 3: Results of Unit Root Test (Augmented Dickey Fuller Test) 

Variables ADF test Status 

Deal Vol -3.265 -5.572* Stationary at first difference 

Log of GDP  -1.309 -5.092* Stationary at first difference 

GDP per capita  -1.841 -5.401* Stationary at first difference 

De-trended Population  -3.897*  Stationary at level 

Interbank Interest Rate  -1.632 -5.482* Stationary at first difference 

Lending interest rate  -2.687 -5.329* Stationary at first difference 

Central bank interest rate -1.632 -5.482* Stationary at first difference 

Real effective Exchange Rate  -4.785*  Stationary at level 
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Variables ADF test Status 

Log of International Reserves  -1.163 -4.438* Stationary at first difference 

Trade openness -0.473 -4.799* Stationary at first difference 

 Exports as percentage of GDP  -0.596 -5.734* Stationary at first difference 

Imports as percentage of GDP  -0.544 -4.383* Stationary at first difference 

Inflation -1.987 -3.227* Stationary at first difference 

Human Capital -2.692 -5.358* Stationary at first difference 

Patent Applications by 

residents 
0.776 -6.124* Stationary at first difference 

Political stability -3.866*  Stationary at level 

 

The results indicates that most of the series re found to be random walk at 

level. However, after first transformation, the series became stationary. The result 

reported that Real effective exchange rate and Political stability are found to be 

stationary at level, Rest of the series are found to be stationary at first difference. 

After analysing the series to be stationary, the advance econometrics model can be 

applicable on the stationary series.  

3.2 Bivariate Regression 

The result of bivariate regression analysis is shown below: 

Table 4: Results of Bivariate Regression 

Dependent 

Variable 

Independent 

Variable 

Regression 

Coefficient 

Std. 

Error 

t-Statistic F stats R 

Square   

 

 

 

 

 

 

 

 

 

 

 

M&A  

Deal Volume 

GDP Growth Rate 337.584 158.219 2.133** 4.55** 14.42% 

Change in GDP per 

capita  

0.121 0.075 1.610 2.592 8.76% 

Population growth rate 4078.943 4196.991 0.971 0.944 3.38% 

Change in Interbank 

Interest Rate  

-2.445 6.027 -0.405 0.164 0.6% 

Change in Lending 

interest rate  

-5.359 5.020 -1.067 1.139 4% 

Change in Central 

bank interest rate 

-2.445 6.027 -0.405 0.164 0.6% 

Change in Real 

effective Exchange 

Rate  

1.647 1.166 1.412 1.994 6.8% 

International Reserves 

growth rate 

99.898 89.282 1.118 1.251 4.4% 

Change in Trade 

openness Change 

312.853 163.001 1.919** 3.683** 12% 

Change in Exports as 

percentage of GDP  

7.988 3.508 2.277** 5.184** 16.11 % 

Change in Imports as 

percentage of GDP  

4.349 2.854127 1.523 2.321 7.91% 

Change in Inflation 5.336 2.864 1.863** 3.471** 11.39% 
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Dependent 

Variable 

Independent 

Variable 

Regression 

Coefficient 

Std. 

Error 

t-Statistic F stats R 

Square   

Change in Human 

Capital 

-145.769 313.154 -0.465 0.216 0.79% 

Change in Patent 

Applications by 

residents 

0.004 0.011 0.367 0.135 0.49% 

Change in Political 

stability 

37.614 61.295 0.613 0.376 2.44% 

Recession as control 

variable  

-21.392 33.249 -0.643 0.413 1.51% 

 

The results of regression analysis with M&A Deal volume of the Indian firm 

as a dependent variable and macroeconomic indicators as independent variable. 

The results indicate that p value of the t statistics in case of all the selected 

variables (GDP Growth rate, Change in trade openness, Change in Exports as 

percentage of GDP, Change in Inflation) is found to be less than five percent 

significance level. Thus, at ninety-five percent confidence level the null hypothesis 

that “There exists no significant impact of macroeconomic indicators on the M&A 

Deal volume of the Indian firm” can be rejected. The results reported that these 

macroeconomic indicators have significant positive impact on the M&A Deal 

volume of the Indian firm. The F statistics for all these variables are found to be 

significant indicating that the regression model is statistically fit.  

3.3 Quantile Regression 

The quantile regression is applied with the five level of percentiles namely 

20th percentile, 40th percentile, 50th percentile, 60th percentile and 80th percentile. 

The deal volume in M&A is expected to be different at the different changes occurs 

in economic indicators. The deal volume is expected to change with higher changes 

in economic indicators of the India. The results of the quantile regression for each 

economic indicator are shown below: 

Table 5: Results of Quantile Regression 

Quantile Process Estimates 

 Quantile Coefficient Std. Error t-Statistic 

L_GDP 

 

0.200 62.637 15.652 4.001** 

0.400 69.223 16.767 4.128** 

0.500 78.448 18.436 4.255** 

0.600 91.918 22.722 4.045** 

0.800 177.90 76.075 2.338** 

GDPPC 

 

0.200 0.038 0.011 3.332** 

0.400 0.037 0.013 2.773** 

0.500 0.039 0.013 2.921** 
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Quantile Process Estimates 

0.600 0.051 0.016 3.149** 

0.800 0.098 0.069 1.426 

POP 

 

0.200 1.40E-07 3.36E-08 4.180** 

0.400 1.57E-07 3.55E-08 4.432** 

0.500 1.43E-07 3.87E-08 3.692** 

0.600 1.90E-07 4.71E-08 4.028** 

0.800 3.78E-07 1.58E-07 2.392** 

EX 

0.200 4.353 1.091 3.989** 

0.400 5.610 1.228 4.567** 

0.500 6.243 1.354 4.608** 

0.600 6.922 1.548 4.470** 

0.800 10.067 2.130 4.725** 

IM 

0.200 2.984 0.886 3.368** 

0.400 4.340 0.908 4.776** 

0.500 4.690 0.950 4.937** 

0.600 5.125 1.256 4.078** 

0.800 7.877 1.792 4.395** 

INT_B 

0.200 -3.272 4.805 -0.681 

0.400 -10.333 4.519 -2.286** 

0.500 -11.047 4.723 -2.338** 

0.600 -15.619 4.725 -3.304** 

0.800 -22.833 5.226 -4.369** 

INT_C 

0.200 -3.272 4.805 -0.681 

0.400 -10.333 4.519 -2.286** 

0.500 -11.047 4.723 -2.338** 

0.600 -15.619 4.725 -3.304** 

0.800 -22.833 5.226 -4.369** 

INT_L 

0.200 -7.764 2.666 -2.912 

0.400 -8.828 2.902 -3.041** 

0.500 -9.284 3.008 -3.086** 

0.600 -9.492 2.957 -3.209** 

0.800 -10.971 3.073 -3.570** 

L_IR 

0.200 40.369 9.153 4.410** 

0.400 46.274 10.482 4.414** 

0.500 48.144 10.488 4.590** 

0.600 42.807 9.712 4.407** 

0.800 77.130 24.583 3.137** 

TO 

0.200 177.078 48.024 3.687** 

0.400 233.285 49.165 4.744** 

0.500 276.740 60.042 4.609** 

0.600 299.682 70.362 4.259** 

0.800 441.241 98.259 4.490** 

HC 

0.200 152.972 36.482 4.193** 

0.400 181.723 32.360 5.615** 

0.500 231.327 52.136 4.436** 
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Quantile Process Estimates 

0.600 238.547 55.015 4.336** 

0.800 476.775 204.551 2.330** 

PAT 

0.200 0.003 0.001 2.937** 

0.400 0.004 0.001 2.830** 

0.500 0.004 0.001 2.829** 

0.600 0.005 0.002 2.694** 

0.800 0.009 0.009 1.086 

REER 

0.200 1.065 0.768 1.385 

0.400 1.793 0.752 2.382** 

0.500 2.130 0.755 2.820** 

0.600 2.606 0.822 3.169** 

0.800 3.422 1.099 3.111** 

 
Table 6: Quantile regression graphs 
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The deal volume is found to be significantly influenced by the gross 

domestic product, population, total exports, total imports, international reserves, 

trade openness and human capital of Indian economy at all the selected percentiles 

(reported in table). While gross domestic product per capita, and patents are 

significant at 20th, 40th, 50th and 60th percentile, and exchange rate is significant at 

40th, 50th, 60th and 80th percentile. The results indicates that deal volume increases 

with the increase in all these variables of Indian economy. It means that the deal 

volume of M&A is highly responsive at higher level of changes in these variables. 

The figures in table 6 of all variables is upwards sloping indicating the increase in 

deal volume at higher level of these factors in India. 

The deal volume is found to be significantly influenced by the interest rates 

(interbank interest rate, lending interest rate and central bank rate) of Indian 

economy at 40th, 50th, 60th, and 80th percentiles (reported in table). The results 

indicates that deal volume increases with the decrease in interest rate of the 

country and vice versa. It means that the deal volume of M&A is highly 
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responsive at higher level of changes in interest rate. The figures in table 6 of 

interest rate is downwards sloping indicating the increase in deal volume at lower 

level of interest rate in India. 

4. CONCLUSION 

This paper attempted to gauge the impact of home macroeconomic variables 

on outbound M&A deals by Indian companies. The implications of the findings of 

this study will not just be useful for government policies aimed at promoting OFDI 

from India but also for emerging multinational corporations to formulate strategies 

to spread their business overseas.  

As per the results of quantile regression, there is positive a significant 

influence of market size on the outbound M&A deal volume of Indian companies as 

GDP, population and GDP per capita all tend to signal an increase in deal volume 

with increase in these variables at higher percentiles. This is in sync with this notion 

that economic development enables a firm to develop competence and specific 

strengths which can be fruitfully exploited by investing abroad (Bhasin et al., 2013; 

Chen, 2015; Buckley et al., 2006; Deng, 2004; Taylor, 2002; Zhang, 2003). 

Trade openness and liberalization also being a positively significant 

determinant of overseas acquisitions by Indian firms, reconfirms the research 

results of Bhasin et. al. (2013), Das (2013), Haiyan (2017). Trade openness have 

been approximated by proportion of total trade (export and import) to GDP of 

India, total exports, total imports and accumulated international reserves by RBI. 

India Government thus needs to take initiative in framing liberal trade policies, 

resulting in rising proportion of trade activities and thus increased outward cross 

border acquisitions. Also, Indian firms having prior experience of exporting to a 

host country, generally develops the necessary background of knowledge regarding 

the destinations legal system, prevalent business practices and other essential 

know-hows of sustaining a successful business model, thus this export experience 

acts as a motivator for making such foreign investment. 

The significant and positive impact of real effective exchange rates on 

volume of outbound M&A from India substantiates the earlier studies by Pantelidis 

and Kyrkilis (2003 & 2005) and goes well with the theoretical background 

(Aliber,1970) which argues that countries whose currencies are stronger, pushes 

firms to invest overseas, lowering the capital requirement of investing abroad thus 

making outbound acquisitions easier on financial front. Indian government policies 

and decisions must aim at strengthening rupee at the global level, promoting 
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exports and increasing the accumulation of international reserves will ultimately 

lead to betterment of India's balance of payments, thus contributing towards 

appreciation of rupee. Also, Indians firms should look forward to successful 

investment in countries whose currency is weaker, thus lowering the operating and 

investing cost resulting in higher profit figures. 

Indian interest rates are significant and have an inverse impact on outward 

cross-border M&A deals by Indian firms. This is a boon for an economy which is 

seeking capital abundance for investing abroad. Prevalent low interest rates in 

home country, results in capital abundance and thus reduces the opportunity cost of 

capital. Deducing from the above statement, companies with large capital base 

would hunt for profitable investment ventures abroad, this leads to increase in 

investment overseas (Haiyan, 2017; Clegg, 1987; Prugel, 1981; Lall, 1980; 

Grubaugh, 1987; Pantelidis and Kyrkilis, 2005). 

Hence the findings of the paper establish key takeaways for our Indian 

companies as well as policy makers for ‘going-out’ and realizing high quality 

development, thus benefiting the economy and our society at large. 
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