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ABSTRACT 
 
The purpose of this paper is to derive and test the significance of accounting and 
financial items in explaining the possibility of a firm becoming a target .The sample is 
drawn from U.K. acquisitions during the period 1987-2002 and the objective is to 
estimate statistical models for prediction of acquisition targets. The applied model is a 
binary-logit model, with variables expressed on firm level. The sample covers a broad 
cross section of firms of different sizes and in different industries. The results indicate 
that the targets are poor performance companies, with high leverage but high growth 
prospects. The last two years’ accounting and financial figures, the percentage change 
between them, in combination with the P/E ratio are significant in estimating the 
financial status of the company and the possibility of a firm to be taken over. This 
study’s results could be helpful for companies seeking to acquire other firms, providing 
a guide regarding the accounting and financial position of the possible targets. 
 
Researcher:  Maria Papadopoulou. 
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services to local and international business entities and / or communities. VRS 
services include valuations of intangible assets, business enterprises, and fixed 
assets. VRS’s focus business is in providing independent equity research to its 
institutional and retail clients / subscribers. 
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or other consideration from the companies they cover for VRS. Analysts are also 
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right, VRS retains complete editorial control over the research process and the 
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Information contained herein is based on data obtained from recognized statistical 
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reliable. However, such information has not been verified by VRS, and VRS does 
not make any representation as to its accuracy and completeness. Opinions, 
estimates, and statements nonfactual in nature expressed in its research 
represent VRS’s judgment as of the date of its reports, are subject to change 
without notice and are provided in good faith and without legal responsibility. In 
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