Finance $xf, 2016, 6(1), 33-49 Hans X
Published Online January 2016 in Hans. http://www.hanspub.org/journal/fin
http://dx.doi.org/10.12677/fin.2016.61005

Bank Merger’s Strategy under
Financial Holding Companies
(FHC) Act

—Case Study of CTBC Holding Company in Taiwan

Dongyi Zhang!, Min-Lee Chanz?, E-Ching Wu?

'School of Economics Information and Engineering, Southwestern University of Finance and Economics,
Chengdu Sichuan

2Department of Finance, Providence University, Taichung Taiwan

Email: 1228414290@qqg.com, chanml@pu.edu.tw, wuec@pu.edu.tw

Received: Sep. 17, 2015; accepted: Jan. 26", 2016; published: Jan. 30", 2016

Copyright © 2016 by authors and Hans Publishers Inc.
This work is licensed under the Creative Commons Attribution International License (CC BY).
http://creativecommons.org/licenses/by/4.0/

e I

Abstract

Facing the fierce competition in international financial markets and the booming of M&A activities,
which is worth $3.5 trillion dollars in the global total of 9500 cases in 2000, financial holding
companies (FHC) in Taiwan are continually established following the passage of Financial Holding
Company law at year 2001. The financial institutions aim to integrate banks, security firms or in-
surance companies either to reduce costs, or to obtain the operating benefits for the maximization
of shareholders’ wealth. There are more matured and successful merger cases in foreign countries,
such as, 1998 the Citigroup-travelers merger and 2003 BOA-Fleet Boston merger. Most of foreign
financial merger cases take strategic policy into consideration in way of horizontal or vertical
merger. Following the development of M&A, the financial institutions in Taiwan try to find suitable
partners for mergers even if the target firm may be a troubled bank. Whether the M&A in Taiwan
financial firms could reach their goals deserves further study. This paper applies the merger case
analysis of CTBC holding company and tries to find out the determinants in decision-making of
merger activities. The results should provide useful information for both acquirers and target
companies in consideration of the merger.
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iR BRI R R ARSI S SRR, (HORTE R S AR R R, BRI T R SR 28 Y
I (EVA)RAT & ML SULCEEEY) [6]. S22 ml AL RENE N Akl R IE M ZRAL, EEd f A
A G, RTFPBEACR; RN AR T WL, R TSN BRILEIE A DR RS e, i
KRR as, BB A A (LE Y, 2003) [7]. MBI SR &IF, REME 780 AR R A 5L
AR, RN RENS St 2 IO IR S . FEESE R SRAT R GO — DRI G IR %R GG
FEEE L Aty T 9 e DL RCH T I IO URN SRAMR BHARAT IS R 2248, T de i 1 B B 3A fg

IR AEHE R, AT ERRORE, P2 TSR IR M BRAT ML NARAT R i, AR LB AT X

BRI SR RE (280, 2003) [8].



AR E P RE I SO M E T W 55508, BRI RT& A R A F RN ES, It
ON T 55 LU ARG IR 2 B BE 0 PR BE T LA S BT RE S BEAT XS L2 A7 5 X W O IS BRAT IO 2R & HR AR b AT HEA4
LI L 0 - T J BRAT 25 IR AR HRAL A A2 A, AT I I 5 BRAT I 2R IR DL

24. RENSHE

ST FER A G0 Mrids, B WO A 5% N A otk W 3 SR Sz S50 B BB 8 SO 1548 4%,
RPN I 15 AW 55 R AL AR R, THE AR EE R, R A ELAR e #7 (4 7532068 D 9 il J 7 4R
ITIEREALSS . W55 UL BT AT VAl e 19t W I I 2320

3. NER#R

AW TR WL T73%, NHEBRBURF R O G sh TP R, B A S e 2 hERIT S
JTEEATIFREATH T, T EERAAEARRENRE &R AR, EdHEIHESINNEI T, DT
AR < R 2 115 BE AR 2220 LT St 1 IR ERAT (RS HRAT) 5 FARERAT U7 IBARAT) Z L 5 1 St AT 4,
P A B S ARATAE 42003 SE)RTMLSS i W55 b B BEPPAL S =T, TRV EIF . %
ERHEGIEARRE . BERRPL. BT, E. 00 SBHMX NS TREE T, e
IR T BB X RAT Z HEA R AT, RS 2 AT L

3.1 MRS

o EE R Rz A A

WArH: 2002 45 A 17 H

BAH: A 1525.72814620 127G

TAF: HEEFERERAT

HEE RS A RS

HEGERRRE DN

o EE AL B

T EE R

S R4

BT

W EEFE A B RS

1) MEEH:

P S ] R e S FE R M ARAT AR B 07 0T 2002 4F 5 H 17 HERAL, [FAEREZEN AR
BIRE . TEIESE. TEIR4A. 2003 i, ML EaIHR . TERSEE, GEEF =X TAF.

2003 4, P EEE LT AERT A, FHB P ESEN ARG, T 12 AIEAR
JETE T b EE R ERAT

2006 £ 7 H 18 H, FEEHHLEEES .

2011 4 3 H, "EE&IEARIEZE R KA 2RI SR BE & 1A " K # 2 B br A7 0R S 100% 4L,
JE 4N EEFENT .

2012 4E 11 A, TEE&HEUEE SRR G 98.6% 8, & ik T 2013 45 1 AL Nh EAE
FEIEF R A5 1E.

o EE R ARAT I A PR A A (3 FH4RAT)

<,



WALH: 1966 £ 3 H 14 H

TEAEL: e 751.03 14T

Jiid I ERAT ($ I RAT)

WAL H: 1991 412 A 30 H
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FINBEM ., W R EAT AT BRASEHE AT UG, 78T 3 B b T3 A0 4l fr
B ANES M, T PP A ERAT 985 A2 3 M A0 < Rl ORI AN Bl 7 M, S HAR R AR A5 1 EL 58 22 (1) s 5445
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Wt AT, A BGRIE AT EMZ 7, JEREE MR, DR T K.



R
o
4

Table 1. (a) (b) Comparisons of deposits and loans at 3 years prior to merger of CTBC and WT bank
7 1. (a) (b) PIEIRITIEH A IBIRITAI 3 FZHFRMFALR

(®)
=] H{SHRAT TIIEERAT
LT} 2000/12/1 2001/12/1 2002/12/1 2000/12/1 2001/12/1 2002/12/1
HHRT 545,388,070 653,129,282 677,422,807 168,072,751 171,090,216 177,808,563
R —3C AR 6,592,754 4,240,463 5,067,660 2,611,164 2,780,685 3,499,910
o~ R —IEIER 37,793,028 120,988,808 43,606,318 19,865,921 14,729,709 12,802,017
g,—f ﬂ?ﬁ? HER—EMFER 192,729,390 150,831,316 128,777,095 47,262,061 56,923,858 72,055,451
i FHR—EEFR 307,712,410 333,420,737 346,915,225 81,703,895 80,290,381 73,755,567
AR —HBIL SR A7 K - 43,647,958 35,878,023 16,437,074 16,098,537 15,504,099
T —HA R 560,488 0 117,178,486 192,636 267,046 191,519
. TR AR 47,863,257,023 50,271,360,835 53,719,628,595 14,341,647,843 14,046,506,734 14,946,587,806
Ji %E LR (%) - - - 0.13 0.12 0.08
. %EP | & e
YA P - - - 0.06 0.05 0.03
(b)
BiH H{SHRAT JTERAT
IR 2000/12/1  2001/12/1  2002/12/1 ~ 2000/12/1  2001/12/1  2002/12/1
il (%) 19.55 14.89 16.85 25.18 24.7 24.11
K BRI (%) - - 0.92 0.92 0.33
E 1 (%) 7.31 11.95 6
W REERTL®%) 11.21 11.15 14.51
&AW e o) 1.96 0.97 113
S RRBEA B 1k (%) 7.91 11.79 8.4 13.95
TRtk e XRS5k (%) 39.18 38.25 2.46
AN B AR (%) 36.8 0 0
JBE TR AT HZAE L2 (%) 5.31 5.36 6.01 1.79 3.19 5.58
FHHRIN 2,421,283 2,679,053 4,323,903 768,902 703,574 721,712
FERINSE = 2H(%) 0.33 0.30 0.47 0.37 0.36 0.38
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AT MRS LR BT @R, WA s R i s Pk e L B S 4y i sh 1 g

XTEERT], &2 SR TFRE WL G T RRREORE, TEHRAT BT 5 ERAT .
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Table 2. (a) (b) Financial analysis at 3 years prior to merger of CTBC and WT bank
7= 2. (a) (b) PIERITIAF T BIRITAT 3 FEZ M SR

(@
TH HERIT TIEHT
it ] 2000/12/1  2001/12/1  2002/12/1  2000/12/1  2001/12/1  2002/12/1
Bufi 7 77 L2 (%) 91 91 91 91 92 92
0 5% 4544 R #EL 7.99 8.84 8.48 9.57 11.1 10.82
I B 7= o 1A L 2R (%) 38.15 35.7 33.67 29.22 36.12 37.68
A5 R AN HER L2 (%) 11.76 18.56 17.46 9.29 13 11.02
TETBEL 2 (%) 80.9 83.05 80.17 86.17 83.17 85.15
AL (%) 1.97 2.93 2.48 3.39 4.47 5.3
ME 3 %‘fgﬁfﬁﬁ% 461 3.99 2.01 5.34 3.99
ZERES F) )’;UI&% iﬂ;(;;ﬁﬁﬁk% 797 758 5.96 283 9.44 i
SR JE B 2 (UH) 0.11 0.09 0.07 0.07 0.06 0.05
A TSFRIENIA I (T) 13,869 11,807 10,324 9938 8636 7284
DL 3R A 1492 1347 2206 900 -2325 212
(b)
TH HERAT TIEHT
it ] 2000/12/1 2001/12/1 2002/12/1 2000/12/1 2001/12/1 2002/12/1
PP = (%) 1.07 1 1.45 0.49 -1.24 0.18
JBEAR AL 2T 2 (%) 11.97 10.78 15.64 55 -14.83 2.29
FF BV 10.76 11.41 21.37 9.05 —26.92 291
fig AT Ak 12.42 13.56 25.62 9.21 -26.8 1.94
e 9.94 11.38 20.4 7.28 -20.19 3.38
R A (D) 1.77 1.61 2.59 0.63 -1.63 0.23
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Table 3. (a) (b) Comparisons of risk managements at 3 years prior to merger of CTBC and WT bank
72 3. (a) (b) PERITIEFH A BIRITAI 3 FZ ML EHRELIR

(@
T H ST TIERAT
Nyl 2000/12/1 2001/12/1 2002/12/1 2000/12/1 2001/12/1 2002/12/1
H 2 AR 1 289,435,474 229,836,439 266,187,463 897,383 952,524 729,960
i s TC 3 XU 1 71,633,051 275,453,044 344,293,256 10,557,564 15,707,571 35,149,476
e R R
LY (%) 725 75.6 85.6 93.34 88.89 95.06
o
1@%%&%5 -202 -185 -93 -56.35 -115.87 -46.54
wr= 721,867,003 814,820,017 849,255,307 209,963,355 195788510 190,860,146
KR 47,863,257,023 50,271,360,835 53,719,628,595 14,341,647,843 14,046,506,734 14,946,587,806
BE i Wﬂé‘mﬁ)ﬁ b 66.3 61.7 63.25 68.31 7174 78.31
TR 9,509,495 14,919,049 13,510,514 5,201,033 6,363,027 7,578,449
fEWGEK 8,878,519 11,061,591 13,242,514 6,456,726 7,497,432 10,073,706
(b)
BiH H{SHRAT JIERAT
] 2000/12/1 2001/12/1 2002/12/1 2000/12/1 2001/12/1 2002/12/1
8T L3 (%) 1.97 293 2.48 3.39 4.47 5.3
ﬁ; BARIRAT 6,298,094 14,643,244 11,406,229 768,133 5,398,928 2,843,867
SR T 75 2 (%) 1.09 1.44 1.58 0.86 1.13 1.17
MFERRANRELH 18,578,442 23,478,209 22,166,263 6,404,956 7,709,967 8,715,686
LIES S YN AR 3 4 4 3.77 5.14 6.1
EN PAB 68,247,245 73,925,179 79,894,000 15,960,820 15,508,340 15,410,800
JBE R A 39,470,590 43,737,670 44,052,730 18,585,769 15,411,791 15,527,091
BEA T R F(BIS) 10.31 11.23 12.58 9.77 8.38 8.73
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AR A PTG RIS A ZBURNE B 5 BRI LE R T BLE B, PIRAT LR MR T 1, BUIAEAE
IERIBE s o AZARARBOR, U IARAT IS ORI, WahRE Joikag, M AP AT BUE I 7@ HRAT B 05
AT AR E
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Figure 1. Deposits distribution of Taiwan banks at 2003
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Figure 2. Loans distribution of Taiwan banks at 2003
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Figure 7. Branches distribution of Taiwan banks at 2003
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Figure 10. Commission income distribution in Taiwan banks at 2003
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