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The Paper: Question and Headline Result

@ Question: how should merger control treat anticipated industry-wide
cost shocks?

e favorable: Al/productivity gains (A < 1); adverse: tariffs, supply-chain
disruptions (A > 1)

e Framework: Cournot (homogeneous goods) and multiproduct-firm
CES/MNL price competition; consumer-surplus standard.

e Deterministic shock, log-concave demand (0 < 1):

e an adverse shock raises concentration (sum-preserving spread of
shares) ...

o ... yet calls for softer merger control (fewer synergies required); a
favorable Al shock does the reverse.

@ Mechanism: merger harm o pre-merger margins; adverse shock +
incomplete pass-through compresses margins = less scope for market
power.
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Cost Uncertainty: the Objective Matters

@ Now A is random — the policy prescription flips with the authority's
objective:

e Maxmin (precautionary): if the worst case is adverse (A > 1),
uncertainty calls for softer control.

o follows directly from the results on deterministic cost shocks

e Risk-neutral (expected CS): a mean-preserving spread of A calls for
tougher control.

e shown for linear demand, and for log-concave constant-curvature
demand with small uncertainty

o Intuition: CS is convex in output; the merger attenuates pass-through,
acting as a variance reducer on output = harmful in expectation.
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An Important and Timely Contribution

o Interesting and timely question, cleanly answered: bring
anticipated industry-wide cost shocks into optimal merger control,
with real practical relevance (Al, tariffs/supply shocks).

o A striking yet well-grounded insight: adverse shocks raise
concentration but justify softer control. Counterintuitive at first, yet
transparent through the margins/pass-through logic, robust across
both the Cournot and CES/MNL frameworks.

@ The uncertainty analysis adds real depth: the
maxmin-vs-risk-neutral contrast elegantly shows that the authority’s
objective is first-order.

e a valuable follow-up could be to bridge the two objectives (intermediate
risk attitudes?) and link them to standards used in practice
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Some Suggestions to Consider

@ Shock—synergy link: cost shocks and synergies may be correlated
(e.g., Al can be both the cost shock and a source of synergies);
exploring such links could further enrich analysis/applications.

@ Beyond now-or-never: authorities also use remedies, conditional
approval, and re-review — an option value of waiting could nicely
complement the static cutoff.

o Heterogeneous shocks: extending the common-A benchmark to
firm-specific shocks would broaden the scope.

@ Bottom line: a clear, elegant, and policy-relevant contribution that
reframes merger analysis for a volatile world. | learned a lot and look
forward to the next draft.
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