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Abstract

Material Adverse Change (MAC) clauses play key roles in essentially all merger negotiations. Fewer
exclusions in MAC clauses imply broader -abandonment options for acquirers. We study the motivation
for different scopes of acquirers’ abandonment options. In our comprehensive hand-collected sample,
broader firm-specific abandonment options are associated with higher target announcement returns and

higher combined acquirer and target announcement gains, lower probabilities of MAC occurrences, and
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