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The first part of the article introduces five merger waves since the beginning of last
century on their incentives, contents and backgrounds.

The first merger wave had (1897 to 1904) a horizontal character. The Sherman
Antitrust Act prohibited plotting of companies to gain monopoly status in the market.
Companies thus tried to redize the interior transactions by acquiring ancther company.
Superpower enterprises came up with extraordinary monopoly power, which was a result of
the industries cleanup. During the second merger wave (1910 to 1930) numerous public
facilities companies consolidated. The “number two” companies rose in many industries.
Clayton Antitrust Act prevented the company from lessening the competition to acquire
another company’ s stock, but left a loophole for acquiring its assets. The Federa Trade
Commission was founded to monitor the merger and acquisition activities. Under its strict
supervision, acquisitions turned to vertica means in order to produce a scale efficiency of
production and marketing. The third merger wave of the 1960s saw many conglomerates
joined by different companies with diversified products. Hostile takeovers appeared and were
put under information disclosure conditions by the Williams Act in the latter 1960s. Company
reformation took place in a large scale during the fourth merger wave (1981 to 19890).
Management efficiency was enhanced through size reduction, leaving the old industry and
entering the new, exchanges of assets and equities, combination with other companies. Junk
bonds and leveraged-buy-outs appeared and were greatly cheered by the market. The fourth
merger wave is still in place since 1992. Cross border acquisitions were everywhere. Strategic
LBOs were popular and the mergers and acquisitions reached the century’ s peak.

The second part of the article analyzes mergers of the 1990s, supplemented with



examples. Mega mergers were highly concentrated; acquisition premiums were overpaid
while the expected return could not be redlized. Cash showed a higher percentage in the
means of merger payment than the stock in latter 1990s.

The third pat of the aricle introduces some modern theories of mergers and
acquisitions, enterprise ownership shift and strategic acquisition procedures. How to deal with
cultural conflictsis also discussed.

The fourth part of the article talks about the future of the mergers. The author believes
that the financial and telecommunication industries have a bright future and plenty of content.
Newly arisen industries join hands with traditional industries to form brand new consumer
markets, which contribute to a new economic growth. The government-monitoring agency
confronts an issue that is how to protect the market competitiveness and not to suppress the

incentives of the enterprise reform to cope with industry development as well.
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