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Abstract This paper considers the role of allocation of new shares to a third party
(daisansha wariate zousi in Japanese) in takeover contests. If a large shareholder
owns a substantial quantity of shares in a target firm, allocating newly issued
shares to the large shareholder can discourage value-decreasing takeovers. How-
ever, in order to protect dispersed small shareholders from dilution, we need to set
an upper limit on the number of newly issued shares. As long as the takeover de-
fense is adopted to protect all existing shareholders, takeovers are less likely to tar-

get firms with higher ownership concentration.

Key words Hostile takeovers, Allocation of new shares to a third party, Dilution,
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