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Deal or No Deal? The Risks
and Rewards of the
Paramount-Skydance
Merger.

As Paramount Media announces a merger with Skydance Media,
borrowing of Paramount shares has skyrocketed.
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The merger between Paramount Global (PARA) and Skydance Media represents a pivotal development
in the entertainment sector, forming a new entity valued at approximately $28 billion, referred to as
New Paramount. This strategic partnership aims to harness the strengths of both companies to
enhance their competitive positioning in a rapidly changing market landscape.

The merger process is structured in multiple phases. Initially, Skydance Media will acquire National
Amusements for $2.4 billion in cash. Following this acquisition, the common stock of Paramount
(PARA) will be converted into shares of the newly established New Paramount’. This multi-step

1 Skydance Media and Paramount Global Sign Definitive Agreement to Advance Paramount as a World-Class Media
and Technology Enterprise | Paramount



https://ir.paramount.com/news-releases/news-release-details/skydance-media-and-paramount-global-sign-definitive-agreement
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approach not only restructures ownership among these media entities but also lays the groundwork
for future growth and operational synergy.

As a direct consequence of this merger, there has been a noticeable increase in borrowing activity and
lending fees, driven by heightened demand to borrow shares. This trend reflects the growing interest
from investors looking to engage in event-driven arbitrage strategies associated with the deal.

Currently, the arbitrage spread stands at $3.33 per share, with Paramount's stock trading at
approximately $11.67% and the proposed acquisition price for New Paramount shares set at $15. This
spread presents an opportunity for investors to capitalize on the price discrepancies that often arise
during mergers.

In the context of this merger, there is a growing number of directional shorts that are agnostic to the
election. These positions indicate a broader market sentiment regarding the potential outcomes of the
merger, as participants adjust their strategies in response to evolving conditions. Additionally, it is
noteworthy that three DTC deadlines have come and gone, and the deal continues to face extensions.
While the merger is not expected to close until June, some custodians have reportedly already
processed client elections and moved shares to the contraline, which has implications for the supply
of stock in securities lending markets.

Monitoring regulatory approvals remains a critical component of navigating this event-driven arbitrage
opportunity. Investors must stay informed about the progress of approvals from regulatory bodies
such as the SEC, European Commission, and FCC, as any delays or complications can significantly
impact stock prices.

Despite the attractive profit potential associated with this merger, event-driven arbitrage carries
inherent risks. One of the primary concerns is the possibility of deal failure; if the merger does not
materialize, Paramount's stock price may experience a decline, leading to potential losses for
investors. Regulatory hurdles and broader market volatility can further complicate the situation,
adding layers of uncertainty to the arbitrage strategy.

The merger between Paramount Global and Skydance Media presents a compelling case for event-
driven arbitrage, with opportunities for investors to capitalize on price discrepancies. However,
participants must carefully navigate the associated risks and remain vigilant in monitoring the dynamic
landscape of this corporate action.
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