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壹、進修目的
職於民國九十五年九月奉「行政院金融監督管理委員會菁英留學計畫」核准，赴英國Durham University攻讀財務課程並取得財務管理碩士（MA of Financial Management）。進修目的其一在透過基礎的財務課程訓練與進階的定價模型試算，瞭解各式新金融商品的本質與公司價值評價模型及財務最新的理論的趨勢，辨識並量化金融機構的風險管理能力，其二在吸收最新的管理思潮及策略佈局理論，以期以監理機關的高度，能夠對國內金融機構實施積極管理，有效之策略開放，綜合此二主要目的，修習相關課程並完成歐洲金融服務業併購案研究之論文，希冀對金融監理有所助益。

貳、進修過程

一、Durham University 簡介

Durham University在英國為第三古老大學，僅次於牛津、劍橋大學，其自然科學、技術、藝術、語言和社會科學（含商學）等方面都有傑出的世界級的科研成果，在各個專業領域皆有豐碩的研究成果，並獲得許多傑出研究獎項，藝術學院、科學與社會科學院開設有大學課程、碩士及博士課程，值得一提的是其商學院在歐洲素有盛名，所獲得的榮譽與評等（Rankings）如下：
Financial Times Global MBA rankings, January 2007:

· 96th in the world and 16th in the UK 

· 2nd in the world for career progress, 1st in the UK 

· 5th in Europe for international faculty, 13th in the world  

· 7th in the world for international students 

· 7th in Europe for research 

Financial Times European Business School rankings, December 2006:

· 18th in Europe 

· 6th in the UK    

Economist MBA rankings, October 2007:

· 59th in the world 

· 25th in Europe 

· 15th in the UK 

· 15th in the world for post graduation salary 

Financial Times Executive MBA Ranking, October 2007: 

· 82nd in the world 

· 2nd in the UK for research 

· 5th in the UK for aims achieved  

Other:

· Financial Times Masters in Management Rankings 2007 - 5th in the UK, 23rd in Europe. Ranked 2nd in Europe for International Faculty 

· Financial Times Top Distance Learning MBA programmes in the world (March 2007)  

· Financial Times Masters in Finance Programmes (June 2007) 

· In the last Quality Assurance Agency awarded maximum score for teaching 

· Finance and Accounting research graded 5A in the last Research Assessment Exercise 

 
Durham University入學審核嚴格，教學品質評比於英國首屈一指，而該校主要培養學生的獨立分析問題、解決問題的能力，鍛煉學生語言表達能力和邏輯推理能力，就學術水準而言，Durham University2/3以上的學系在2006年的研究評比中都獲得了5分的成績(滿分為5分)，商學院在歐洲的學術地位亦高。

Durham University的地理位置亦得天獨厚，位於Durham市（Durham City）是一座風光秀麗的大學城，以其歷史久遠的大教堂、古城堡聞名於世。Durham市位於英格蘭東北部，靠近New Castle，乘坐火車前往曼徹斯特國際機場以及倫敦需要3小時，到達New Castle 國際機場僅需1小時，New Castle 國際機場有航班飛往倫敦、巴黎以及阿姆斯特丹，Durham市內建有良好的購物設施以及多家銀行，Durham距離New Castle 及Sunderland兩地均很近，在這兩座城市內不僅各式一流的商店、餐館鱗次櫛比，而且文化名勝不勝枚舉。且Durham University擁有一流的圖書館設施，Durham University圖書館被列為英國六大“世界主要圖書館”之一，藏書量多達200多萬冊，另有2,500多種期刊雜誌，另圖書館還備有網上科研實驗設備，校內有羽毛球、藍球、板球、足球、曲棍球、划船等各種體育運動設施，其英文簡介亦摘要如下（資料來源：Durham University 網站） 
Established in 1832, Durham University is academically successful and highly competitive. Like Oxbridge, it is based on a college system, although teaching on all courses is done centrally. 
Durham is confident about itself, its students and their achievements: a large number finish (there is only a 2% drop-out rate), and many of them get firsts or upper seconds. Courses in chemistry, history, law, anthropology, English, geography, geology, and sport are all excellent: Durham's strengths run across the board. 
Well off, well brought up and well educated, employers love Durham graduates. An elite institution, state school students made up only 62% of entrants in September 1998. The invasion of this small city by students has caused some resentment from the local population, although most are happy with its presence and the employment it provides. Durham has many watering holes and university authorities are so concerned about drinking that publicising bar crawls is forbidden. 

To extend access, the university has opened a campus in Stockton, where entry requirements for some of its degree courses are lower than many Durham-based programmes. The refurbishment of the students' union building and its increased use may lessen the number of students seeking entertainment in the city. 

Alumni include Nasser Hussain, Harold Evans, old curmudgeon Hunter Davies, Minette Walters, Mo Mowlam and Jack Cunningham. 

二、Durham University財務管理研究所簡介

英國想保住自己的國際金融中心地位，必須吸引更多的人才。因此英國院校對金融研究方面的投入相對於別的國家更多更深，所以Durham University開設的 MA Financial Management著重於培養及吸引人才就讀，主要研究領域為公司財務的資本結構、投資組合、衍生性商品避險、管理會計與公司治理等，並包含公司購併等相關事宜。財務管理畢業的學生多在投資銀行、證券公司、基金公司、金融工具系列公司、銀行、保險公司等工作。
英國財務管理課程強調既豐富又靈活，最近幾年，隨著越來越多的國際知名金融企業跨國全球經營，全球化管理的觀點是任何的政策制訂或是企業投資決策上，所需考慮的重要因素。僅管全球化管理包括不同國家的文化、經濟發展狀況、語言、歷史、風土民情等因素，其管理複雜度遠勝以前以單一國家或區域管理角度，因此Durham 財務管理研究所著重培養出管理全球化所需的知識、觀點和經驗，所以每個學期都舉辦論壇或會議，邀請企業經理人及校友作經驗分享，並舉辦世界金融論壇，促進學術界和企業界交流，以達到全球人才與知識的交流。
三、課程內容

整體課程設計如下圖所示：
	September to December
	January to May
	June to September

	Core Modules
	Dissertation

	Research Methods
	

	Management Theory and Thought
	Financial Management
	

	Business Analysis
	Corporate Finance
	

	Strategy
	
	

	Theory of Finance
	
	

	Optional Modules
	

	
	Multinational Finance
	


所修習之課程：課程英文重點摘要及實際修課中文說明如下：

· Research Methods 

While a stand-alone module, this module also supports me in my dissertation work by providing a critical understanding of social science research. The knowledge, understanding and skills learned in the module can then be applied to the study of finance, management and business, and helps me develop the necessary skills to effectively organise, structure and manage a research project. 
此門課主要訓練學生如何有效組織及管理一個研究專案，並進而學習如何嚴謹的依據社會科學的步驟方式完成畢業論文，其中以質化研究與量化研究為基礎，並介紹如何以統計分析及訪談、問卷及植根理論及文件分析等三角定位法，交互運用來增加文章的嚴謹性。

· Business Analysis 

This module enables me to acquire and consolidate an operational knowledge of the fundamentals of economic analysis, relevant to business decision-making and strategic planning. A critical understanding of the use of financial accounting to support effective managerial decision-making is also developed. 
此門課前半部為一跨領域的經濟分析課程，主要是希望藉由不同角度的觀點，包括股東、政府、企業、消費者、勞工等，探討全球化的經濟環境，包含經濟、財務及企業策略管理（以經濟學角度）。課程一開始先介紹基本的基本的貿易概念，國家之間需要貿易的原因，及如何從貿易中間獲利，並介紹國外投資及資本流向，及經濟成長，資本市場及外匯的浮動，之後介紹賽局理論（Game Theory）做為企業管理的策略思考，並引申出寡占與獨占的經濟分析，為商業分析所必備之經濟思維，培養從各個不同角度去看整個經濟環境的變化及如何達到最佳的商業經營“效率”。
此門課後半部則為會計，主要提供學生們對財務會計及公司報表有一基本的瞭解，重點在於如何從投資者或公司決策者的角度去分析報表，進而有效運用財務資源以做出最適當的決策，支援公司策略及達成目標。

· Management Theory and Thought 

The module adopts a critical perspective on contemporary management and introduces me to the theory and thought, which underpins contemporary management processes and practices. It enables me to critically appraise the nature, role and development of management, while developing awareness of trends and issues in the development of contemporary management.  
此門課主要介紹近代管理理論及思潮，使學生能夠批判性評價管理的性質、角色及發展，受益最多為教授所講授的「組織生態學」，討論組織的建立(出生)、壯大及最終消滅(死亡)，這中間牽涉到環境的選擇，個別組織及產業的適應及利基市場的尋，專才與通才組織間的兩難選擇及策略問題（Dilemma），領導者（leader）與領導能力（leadership）的探討等等。
· Strategy 

This module introduces me to the nature of strategy and the processes of strategic decision-making within organisations.  As well as explaining a range of strategic analysis techniques, including numerical methods, the module explores the content of particular strategies and the factors influencing strategy development within organisations. 
策略管理這門課主要是教導策略佈局及實現，以做為組織各階層間的決策參考，如跨國企業多元角化投資的總公司策略、各事業單位的策略及公司管理階層等，並介紹各種策略管理的技術與工具，如SWOT、價值鏈、策略群組及五力分析等。
· Theory of Finance 

Aims to give me a rigorous grounding in the theory of modern finance at an advanced level and a thorough synthesis of the most important current research in finance.  The emphasis is on the applications of the principles and the relevance of the theory to the practice of financial management, including capital budgeting and investment decisions under conditions of uncertainty, portfolio choice, financial asset pricing and company valuation. 
課程著重於對整體財務投資的策略及方法有，主要為資產定價、財務管理、風險報酬等主題，課程內容包括投資者對風險的態度，投資組合的選擇，資產定價的模型（CAPM 模型及套利定價模型），選擇權及期貨市場，及如何決定公司的財務結構等。

· Corporate Finance 

Aims to give me advanced knowledge and critical understanding of the essential components of modern corporate finance including ownership structure and governance; capital structure and dividend decisions, and mergers, acquisitions and restructuring.  The emphasis is on the applications of the principles and the relevance of theory to practice. 
課程著重於現代公司財務理論的探討，包括股權結構與公司治理，資本結構與股利分派及購併與公司重組等重要議題，期末以Term Papers的方式要求學生繳交一份製藥業購併案的公司價值評估，從購併的動機理論、如何發揮綜效、如何評價一個公司的價值，及如何融資等方面完整探討一個案例。
· Financial Management 

The module aims to develop the financial tools of business management, emphasising issues of long-term financial decision-making. The module provides me with the ability to critically evaluate the information needs of management for control and decision-making purposes. It also provides me with a critical understanding in the use of management accounting information and appreciation of the limitations of such information. 
課程內容主要在討論企業內部使用的各類管理報表應用管理會計於長期財務決策，包含成本分類、成本分攤、預算及變異分析等對企業執行規劃、控制，以評估各部門績效的影響，並須注意各式管理會計理論與報表先天上的限制、應用時可能發生的問題。
· Multinational Finance 

This module provides me with an up to date and advanced understanding of the issues that confront the financial management of multinational companies.  It also analyses the complexities and contradictions of the current academic literature in the field of financial management or multinational corporations.

本課程主要分析全球化情況下多國籍企業的營運風險，除了匯率所造成的資金成本差異外，各國籌資法令規範的不同、籌資及相對避險的難易及其他國際化營運上所面臨的問題，著重於實例探討趨避外匯風險，必須隨時考慮外匯風險，在訂定外匯避險策略的情況下，依各種可能的融資方式、融資成本及負債比率來評價公司的價值。
四、彰銀倫敦分行實習心得摘要
1.倫敦金融環境簡介-世界金融中心
倫敦是最重要的世界金融中心之一，倫敦金融區參與金融產業的人力估計超過30萬人以上，相較於其他金融中心紐約與東京，主要是服務國內金融市場。倫敦具有以下的優點使其成為專注於國際金融市場交易的金融重鎮：

(1)具具經濟規模的金融市場:參與金融活動的眾多企業數及龐大的商業交易活動，活絡其金融市場並深具經濟規模。

(2)同時具廣度及深度的技術人力市場：倫敦具備豐沛且專精的金融技術人力資源，且企業可依個別的成本與利潤考量其人力資源，採取較具彈性的依市場供需而定自由聘用及解雇，，而非像歐陸多數社會主義國家一味保障就業權。

(3)財務基礎建設：金融參與者密集式的進駐於倫敦，形成群聚效應且倫敦擁有高品質的支付及清算系統，加上上述規模經濟的廣度及深度，形成高品質的財務基礎建設，進而確保了倫敦掌握國際金融服務業發展的實際佔有率及金融領導地位，

(4)金融監理及法律：英美法系已成為商業契約常用的法律依據，英國亦具政治及經濟上的高穩定性，且有公平並嚴格的金融監理與完備的契約規範及仲裁程序。

(5)開放性的態度與財務創新：英國金融主管機構，傳統上歡迎外國機構參與，同時相對於其他金融市場，外國機構亦比較容易進入市場。長期的財務活動，讓金融市場參與者更為熟悉及更容易與市場互動且其長期的交易文化傳統，加上充分競爭的環境，皆有助於良好的財務創新。

2.英國金融業監理制度
英國金融市場及服務法(The Financial Services and Market Act, 2000)於2000年6月由英國皇室頒布，並於次年2001年12月1日正式生效，至此FSA合併原各自獨立的銀行監理機制及金融投資服務管制機制，採金融管理一元化=成為英國單一的金融監理機關，將所有類型之金融機構之監理權統合由FSA負責監理，依據英國金融市場及服務法授權，行使金融監理權，由於英國依法授與FSA對於英國國內的金融服務業行使獨立行使監理職權，因此FSA擁有法規制定、調查及強制執行權。為建立一個有效率及公平的市場，FSA的金融監理機制四大法定目標如下:

· 維護金融體系的信心（maintaining confidence in the financial system)

· 加強公眾對金融市場了解(promoting public understanding of the financial system)、

· 確保消費者的權益得以適度保障(securing the appropriate degree of protection for consumers)、

· 減少金融犯罪(reducing the extent to which it is possible for a business to be used for a purpose connected with financial crime)

3.實習過程

主要在彰銀倫敦分行了解其外匯、交易室、授信等三大重點業務。倫敦分行外匯業務包含：匯出匯入款、信用狀求償、信用狀通知及信用狀押匯等業務；倫敦分行於匯出、匯入款業務中扮演其國內聯行匯出、匯入業務之中介行角色，所承作的外匯業務仍以其國內總行及外匯指定單位之信用狀通知、求償、匯款為主，另其資金調撥系統則主要透過（CLEARING HOUSE AUTOMATED PAYMENT SYSTEM, 簡稱CHAPS）及環球銀行財務電信系統（Society for Worldwide Interbank Financial Telecommunication；簡稱SWIFT）。
交易室主要工作為資金拆放及投資有價證券，惟以資金調撥為主要任務，目前主要資金調撥之幣別以英鎊、美金及歐元為主，各部門每日資金異動皆需以書面通知交易室，由交易室彙總據以在市場拆借，以期軋平各幣別部位。期差部位是貨幣市場操作賺取利差的方式，在市場利率下降時，藉先拆長天期而借入短天期的期差部位，而利率趨升時，則可借長放短，另外隨著參與國際聯貸、債券投資以及授信業務的拓展，對英鎊、美金、歐元的需求亦逐漸增加，理論上可亦兼做高風險性的外匯投機性交易，增加分行收益。惟該分行人力精簡，無法專注於投機性的交易，而僅能維持功能性的交易，唯實際操作上因需消耗相當多的時間及人力，就該分行而言，目前僅集中於貨金拆放，而甚少著力於期差部位交易與外匯投機性交易。
彰銀倫敦分行目前放款案件則以一般企業放款和國際聯貸案兩大型態，一般企業放款一般以倫敦當地之華僑企業及國內公司於英國設立之分公司、子公司為主，主要為國際貿易相關授信、一般工商企業放款、華僑信用保證放款及美國地區之聯合貸款，另因分行規模限制，業務就區域性深度及廣度的拓展不易，於是規模龐大的國際聯貸案方面，亦為其業務重點。
參、財務管理熱門研究主題－歐洲金融服務業併購案併購後績效及其成功要素探討（英文）

筆者於英國完成此研究案，茲擇其論文精要章節如下：

一、摘要（Abstract）

This research investigates the motivations and consequences in terms of the 3-year long-term post-merger performance of banking mergers.  The dissertation focuses on a particularly interesting case of an apparently highly successful recent UK banking merger, the 1999 merger between RBS and NatWest. Accounting financial ratio analysis and post-merger stock price trends are used for evaluating post-merger performance and investigating the sources of synergies by comparing the ratios of pre-merger and post-merger time windows of 3 years. The results shows that the RBS / NatWest merger was successful, both in terms of providing a significant bid premium to NatWest’s shareholders but also in terms of the excess returns and improved financial performance of RBS/NatWest over the post-merger period. In addition, the successful factors of this M&A deal are attributed to RBS’ insightful business strategies to implement post-merger synergies including focus merger, set the strategic goals in line with the takeover motives, estimating the gains and costs of acquisition accurately and implement them on promises, fully exploiting the synergies from the merger, and brand awareness strategy.  The future researches are also recommended to focus on similar successful or failed cases on regional or cross-border banking M&As.
二、歐洲銀行業併購案現況與趨勢
Globalization, liberalization, deregulation, the introduction of the euro and increased competition have led to the wave of banking M&As in the USA in the 1980s. Following the trend, the European banking system has also been experiencing an intensified stage of consolidation since the early 1990s.  As illustrated in Figure 1.1. European banks have been undertaking bank M&A activity since the early 1990s. According to Pricewaterhousecoopers’( PWC) analysis, between January 1996 and December 2005, European banks spent €548bn (658 deals) acquiring banking businesses throughout the world. 

Figure 1.1 European banks’ M&A activity 1996-2005 anlaysed by location of target

[image: image1.emf]
Source: PWC

In addition, an acceleration of M&A activities has occurred since 1996, as demonstrated by the upward trend in the number of transactions and steady annual growth in the value of transactions per year.

According to PWC’s analysis, European Financial Services M&A during 2006 had a total value of €137 bn (on an adjusted basis) or 13% of total announced European M&A. Figure 2.2 shows sector split of 2006 European M&A activity . This is an increase on the 10% reached in 2005 and makes financial services the most significant area of European M&A activity in 2006. 

Figure 1.2

[image: image2.emf]
Source : PWC
In addition, all subsectors of the financial services industry experienced growth in the total value of M&A deals in 2006 except for asset management. Banking, represented 72% of the value of all financial services deals, is the most active subsector and dominant European FS M&A pattern due to its rapid expansion. The total value of banking M&A deals has also shown remarkable growth, for example, in 2006, total M&A deals more than doubled to €98.5bn.  Figure 1.3 shows European FS deal values by sub-sector, 2003-2006. The key driver of this growth was the increase in large banking transactions. Banking targets occupied 15 of the year’s 20 largest deals. M&A has been becoming a major measure for banks to achieve the performance of synergies, pursuing critical mass in a global market, acquiring new and superior technology, and reducing cost and hereby toward globalization and the opened-market competition.
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While cross-border mergers are still continuing increasingly, large universal banks have taken a eminent role in the banking system domestic mergers such as the cases of: the Union Bank of Switzerland and Swiss Bank Corporation, National Westminster Bank with RBS, and Paribas with Banque National de Paris (Figueira et al., 2007 ).

Resulting from the increasing depth of integration and globalisation of financial markets, universal banks turn more and more to M&As to ensure the survival and growth of their businesses. The banks, no matter bidders or targets should analyse the rationale of their M&A and know the returns of their investments on M&A to maximize their shareholders wealth and refuse M&A investments with negative net present values (NPV), just like all other investment decisions. However, an abundant previous literature about banking M&A activities using event study methodology mainly focuses on the US banking system and do not show a clear and general results.  Most of these studies find zero, small and insignificantly positive or small and significantly negative returns for the short-term to the shareholders of the bidders and targets while significantly negative returns for the long-term (Firth, 1980, Barnes, 1984, , Limmack, 1991, Sudarsanam, Holl and Salami, 1996, Gregory, 1997, Higson and Elliott, 1998, and Sudarsanam and Mahate, 2003).

Since the results of post-merger performance are controversial, this study would like to investigate the rationale and post-merger  performance of banking M&A through a theory framework review and a thorough empirical study RBS / NatWest by financial ratio analysis to evaluate a successful post-merge performance and present some successful factors influencing banking M&A
三、歐洲銀行業併購案文獻探討
3.1 Sources of value creation through M&A

Before evaluating post-merger performance to what extent M&As create value for the bidder and target banks, it is critical to examine why the banks would like to use takeover as an approach to create value. The related theories are as follows: 1) Efficiency Theory (various synergies) 2) Information hypothesis 3) Agency theory 4) Managerialism 5) Hubris Hypothesis 6) Market power theory. 

3.1.1 Efficiency Theory

Gort (1969) asserts that M&A can obtain the benefits of synergy such as the realization of economies of scale and the desire to reduce competition and the benefit from monopoly power. In addition, Trautwein(1990) propose efficiency  theory that the main goal of  M&A  is to  achieve  synergies.  Synergy is the value added to the combined firm after M&A. Eccles, Lanes and Wilson (1999) propose that with the aims of cost savings, revenue enhancements and process improvements, synergies could be efficient created by the economics of scale and scope through reducing overlaps branches, inventing financial advanced innovative products or making good use of organizational technology and excess capacity. Generally speaking, there are three kinds of  synergies in M&A: operating  synergy,  financial  synergy,  and  managerial  synergy  ( Singh and Montgomery,  1987).  Through M&A, the acquiring company tries to create synergy such as operational, financial, and managerial synergy. In other words, the acquiring companies try to create more company value, higher than the sum of the acquirer and the target after M&A, for its shareholders.

1. Operational Synergy

Porter (1985) states that operational  synergy may  stem  from  combining  operations  of  separate  units, for  example  a  joint  sales  force, or  from operational  knowledge  transfer among units.  The company benefited from operation synergy can lower the cost of the involved business units or to provide unique products and services. In addition, operational synergy also stems from making increasing use of underutilized assets, to improve efficiency (Robert, 2002).  In general, the  acquiring  company may improve  the performance of  the  target  company  by  transferring  its resources  and  knowledge.  
2. Financial Synergy

Financial synergy results can be achieved by lowering costs of capital and providing more opportunities of investment. Trautwein(1990) suggests that through M&A in unrelated business fields, a company can reduce risk and through increasing the size of a company, a company may obtain a cheaper capital. To achieve this synergy, the first way is to diversify the systematic risk of a company’s investment portfolio through investing in unrelated businesses.   The second way is to increase a company’s size. And the  third  way  is  to  establish  an  internal  capital  market which operates on superior  information  and  therefore  allocate  capital  more  efficiently  (Trautwein, 1990).

Lewellen (1971) introduces the rationale of debt co-insurance effect for M&A. The co-insurance effect generates value for the bidder through an increased interest tax shield effect and through the balancing losses and gains by the greater debt capacity after merger. After merger, the earnings and cash flows of the new company may become more stable and predictable and therefore its debt capacity also increases, creating a tax benefit for the acquiring company. Thus, a profitable company that acquires a money-losing company may use the net operating losses of the latter to reduce its tax burden. Another way, a company can also obtain tax benefits to increase its value by increasing its depreciation charges after M&A. 

Andrade and Stafford (1999) propose that mergers can increase capital and represent the ambition of a company. Akhavein et al. (1997) also found that merged banks improved their profitability and efficiency.

3. Managerial synergy

Amihud  and Lev  (1981)  argue  that  M&A efficiency might  be  proved  by  the  existence  of managerial  synergies.  The acquiring company’s managers can take advantage of its managerial abilities such as   superior   planning   and   monitoring   abilities to benefit   the   target’s performance through managerial synergies. The acquiring company can improve the efficiency of target company by M&A if it can upgrade target company’s efficiency to the same level as the bidder (Asquith, 1983).
According  to  the above managerial synergy theory,  M&A  can promote the efficiency of resource  utilization in economy system through replacing inefficient management to make the asset moved from worse managed companies to better managed ones.
3.1.2 Information Hypothesis
Information hypothesis postulates that, in the semi-strong market, the bidder is likely to have unique information of the target which is not reflected the current share price of the target firm while that information is unavailable to other participants in the M&A market. The semi-strong market is efficient to reflect immediately to all kinds of public information. (Brealey, Myers and Allen, 2005) However, the private information of each company is not reflected. For example, when the target firm is under-valued, the bidder will gain the more valuable assets and increasing the total values of both companies by purchasing the target. In other way, information hypothesis presents that information transmission will influence the stock price of target companies and bidder companies. The bidder and the target both use information to influence the process of mergers. The target company may exploit information advantages to reduce the bidder’s incentives.  Bradley, Desai and Kim (1983) also assert information hypothesis Sitting-on-a-gold-mine and Kick-in-the-pants － M&A  are  expected  to increase the target company’s  stock price.:

(1) Sitting-on-a-gold-mine:

The  circulation  of  the  new  information  urges  the  market  to revalue  previously undervalued  target company. 

(2) Kick-in-the-pants:

The managers of the target company implement a more efficient operating business strategy using the new information.  

Dodd and Ruback (1997) point that even though the M&A tender offers are unsuccessful, the target companies may still receive significant increases in their stocks’ prices for a long time.

3.1.3 Agency Theory
Agency theory is that managerial motives, for example, expanding the scale of the company, conflict with the interests of shareholders. Managers may pursue and maximize their self-interests and therefore conflict with the shareholders’ best interests (Jensen and  Meckling, 1976). Problems arise from the separation of ownership and control, which causes the interests of managers to conflict with those of shareholders (Demsetz  and  Lehn,  1985).  For instance, mangers’ self-interests include reducing the risk of losing their jobs, increasing their salary level, and multiplying their power for job satisfaction.  Firth (1980) argues that British and the US studies could prove the salary levels of managers are mainly influenced by the size of the firm, not the profitability.  To obtain their self-interests, managers make more takeovers to make their firm large since they are the fastest way of companies’ size growth. However, self-interests might lead managers to be overconfident and overpay for takeovers. According to Malmendier and Tate’s (2002) researches on measuring overconfidence of managers, managers of large firms are tend to be overconfident in takeover which makes more firms with lower abnormal returns. 

Agents may not always act in the best interests of the principals and therefore this behavior generates so called agency costs - principals’ monitoring expenditures, agents’ bonding expenditures, and the residual loss.  In addition, Sheleifer and  Vishny  ( 1988) argue that  managers desire to control the dominant  position and  managerial  security  for corporate control during the M&A  process.  

3.1.4  Managerialism
Mueller (1972) argues a managerial theory of conglomerate merger from the viewpoint of the bidder company and the from a life cycle interpretation of company growth. If the manager desires company growth but the growth is limited by internal constraints, he may take successive M&A as a measure to pursue the growth objective.  However, the shareholder of the bidder company would not like to undertake M&A since M&A will dilute the market value of their own shares and even sufficiently to create reverse risk to make it become a takeover target. Hence the hypothesis implicitly explains why over the broad range of M&A, the net gains to the bidder’s shareholders will be either slightly negative or not significantly different from zero.  In the other way, for self-interests, the managers of the target usually resist the takeover, and turn it into a hostile takeover. 

3.1.5  Hubris Hypothesis
The bidders believe that they could improve the efficiency of the target with its more competitive management through replacing the target’s incompetent management. However, if the bidder management failed to use their resources and capabilities more efficient in the target, the bidder may also become others’ targets. For example, the efficient bank RBS takeovers the inefficient one NatWest. The takeover actually is in the line with the benefits of shareholders. However, not all M&A are as expected to improve the efficiency of the target. 

Roll (1986) proposes that many M&As are based on hubris management. The acquiring  company’s  managers  infected  by  hubris tend to overestimate the synergistic gains by  their  ability  to  manage  the target  company,  and therefore  overpay the premium for the M&As  (Hayward  and  Hambrick,  1997).  The hubris hypothesis can explain the existence of the takeover premium simply because the overconfident management overpay for their targets’ shareholders. This  hypothesis contests  that  the  ARs (abnormal returns)  of  the  target  company  attribute to the  wealth  transferring  from  the acquiring   company   to   the   target   company.  Raj and Forsyth (2003) examined the performance of M&A issued by hubris management during the 1990s. They found that hubris management has a significant impact on the result of bid, and the hubris bidder may lose the M&A.  This hypothesis can explain why bids are made even though the premium is 30%-50% over the current market  price  Hubris  acquiring  companies seem to  pay  too  much premium for  their  target  companies. The hubris hypothesis, like other explanations for M&A  such as taxes, synergy, and inefficient target management, are supported by empirical  evidences .  Roll(1986) concludes three predictions of hubris for M&A  a) the combined value of the target and bidder firms will fall slightly; b) the value of the bidding firm will decrease, and c) the value of the target will increase.  The available empirical findings obviously support the improvement of the target’s share performances while the first prediction is left to be inconclusive and the second remains controversy. 

3.1.6 Market Power Theory
The larger market share a company owns, the more capable of controlling supplies and influencing the market price a company is － the market power.  After merging, the target company and the acquiring company become partners to complement their product line cooperatively even though originally they are rivals. Moreover, if the M&A is horizontal, this type of merger increases the buying power of companies against the suppliers.   

Jensen and Ruback (1983) suggest that  diversification  can also  lower  the  probability  of  bankruptcy,  improve  organizational efficiency and  flexibility,  avoid  information  problems  in  an external capital markets, and increase the difficulty of uncovering proprietary information by competitors. On the other hand, diversification can destroy a company’s value if managers misallocate resources.
3.2 The underlying drivers of Banking M&A 

Brouthers et al. (1998) suggest that the drivers for consolidation can be underpinned by economic, strategic and personal motives. Moreover, according to the related theory framework for M&A discussed above, the interaction and the potential for conflict between these motives are shown in figure 2.1.
Figure 2.1 Inter-relationships in the process of M&As
[image: image4.emf]
Source : Figueira et al. 2007 

3.2.1 Economic motives 

1. Maximise shareholder value

The decision to M&A should, in principle, be motivated by the desire to increase shareholder value, a key motivation of M&A to improve the financial performance of an organization in the financial services industry. This economic argument for M&A aims at reducing costs, through rationalisation and taking advantage of economies of scale, or increasing revenues and profitability, through economies of scope or the other particular value creating capabilities (Walter and Barney, 1990). 

2. Improve efficiency and profitability

Banks are feasible to produce as many products as possible by spreading fixed costs by achieving economics of scale, which means producing one more product will not cost more fixed expenses and the marginal costs are closed to zero. Moreover, through M&A to achieve economics of scope, banks also can exploit banks’ resources and capabilities to save cost, and also keep attractive to consumers since economics of scope could be cost-saving by producing full ranges of products with similar skills or assets.

Improving efficiency and profitability in the M&A can be explained by one or more motives involving size, scale, scope through the above economics of scale and scope as well as legislative context ( Figueira et al., 2007 ).
Size provides the opportunity for the financial group to compete not only at the domestic, but also regional or even global level. Size matters. For example, large banks, which expand over a common geographic area, are generally better positioned to respond to the needs of their multinational clients.

A large bank can also take advantage of a greater customer base and a larger market share to enjoy economies of scale related to the increase in revenue and cost reductions. Since an enlarged bank after M&A may make it viable to offer certain services such as asset management and cross-selling of strong brands,  and the physical scale of the customer base can also be expected to provide economies of scope for the new organisation (Giovanni, 2005).
In summary, M&A allows banks to integrate their production lines, cut the administration expense and branch overlaps and share their most advanced technologies and skills. M&A could achieve the aims of cost savings, revenue enhancements and process improvements.

However, according to statistics, only approximately 60-70% of the mergers succeed in improving efficiency and profitability. For example, the Allianz Dresdner Bank deal, the merger itself brought more losses than gains. 

3.2.2 Strategic motives 

Through the strategic vision of the individual players involved, a firm may undertake an acquisition in order to enter a new geographical market, or to diversity away from its core business by entering a new product sector, expanding new products offering, increasing its penetration of an existing market, or strengthen their existing resources or access to new resources . 

1. Enter a new geographical market 

Acquiring a foreign business is often the only way to enter a foreign market. For example, Egg from the UK acquires Zebank in France in 2002. The only way to enter the French banking market from the UK was through acquisition of an existing and established name Zebank. However, the deal failed and Egg incurred substantial losses in 2004 after less than two years of M&A. This M&A fail maybe due to the problems with responding to different customer demands, problems with merging different corporate cultures, language and outside factors such as economic recession, regulation and different legal systems .

2. Expand new product offering 

M&A allow banks to improve their market positioning in the overall market and increase their cross-selling of financial products. Banks may merge insurance companies to expand new product offering, for example, Allianz and Dresdner. To ensure the existing customers’ loyalty, and attract new clients, banks might want to add insurance products to provide more services.  

3. Increase its penetration of an existing market 

A horizontal M&A, the acquisition of an existing competitor, may increase the firm's overall market power and create entry barriers for other competitors (Ingham et al., 1992). 

4. Strengthen their existing resources or access to new resources 

Both the bidder and the target may wish to strengthen their existing resource base in a specific area or access to new resources of each other because they lack a particular competence that would be developed. Therefore the individual players also are strategically motivated to undertake an acquisition.

5.  Strategically response to the economic environment and regulation

The M&A decision may be constrained by external factors such as economic environment and regulatory framework. The economic environment and regulatory framework also need to be conducive to the creation and operation for M&A such as deregulation, globalization and liberation, etc. In addition, further M&A activity of large banks within a country may sometimes encounter opposition stemming from domestic regulation concerning market monopoly or dominance, the potential restriction confronting banks across the EU. For example, if banks the bidder and target themselves are already too huge, such as they have passed the minimum efficient scale, have internal control problems, they may be the target of the antitrust regulations, and the strategy of takeover might not be suitable. As an empirical matter to whether banks have or will respond to anti-trust legislation, therefore, cross border M&A may be seen as a practical and appropriate response ( Figueira et al., 2007 ) .  Actually, many countries’ regulations are disadvantageous for takeovers, especially hostile takeovers. A well-developed regulation framework for takeover is favorable to increase or even maximise shareholder value. (Sudarsanam, 2003)

3.2.3 Personal motives 

Lev (1983) proposes that M&As have often been associated with that managers may disregard the interests of stakeholders so managers take a bold M&A move without considering too much risk.  In other words, agency conflicts between shareholders and managers can give rise to opposing motives for M&As (Berger et al., 1999). Therefore, in reality, only the shareholders with the largest proportion of shares in the company count and their interest is taken into account  while shareholders are the least concern for the top management who decide the merger.

Moreover, Roll (1986) argues that managers may take advantage of mergers as an opportunity to increase their salaries because of the potential increase in sales after merger. In addition, managers would like to upgrade their personal career and status by overseeing the operations of a larger company after M&A (Berkovitch and Narayanan, 1993). 
3.2.4 Summary

In summary, merging banks are supposed to be capable of improving their operating efficiency such as  rationalizing the branch network of the merging banks, reducing back-office operations and common services and achieving higher economies of scale in information technology, brand recognition and other fixed assets(Campa and Hernando, 2006).

Figure 2.2 illustrates the 4 main types of M&A and their motives for M&A (ECB, 2000). This includes domestic bank M&A and the international bank M&A , in which banks expand their business abroad through M&A, as well as the domestic and international conglomeration. International bank M&A is mainly through acquiring an existing institution abroad. By this way, the bidder can directly access to the acquired company’s distribution channels and local market expertise. However, the merging of two businesses operating in entirely different cultures and languages are riskier than that in the domestic market. The last two types of M&A include the domestic and international conglomeration. These two types of M&A take place between different sectors. For example, banks and insurers may merger together on either a domestic or cross-border basis.

Figure 2.2: Major motives and possible rationalisations for the four types of M&A
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四、Royal Bank of Scotland ( RBS ) ／NatWest Bank購併案合併後績效實證研究

4.1 Evaluating the post-merger performance by stock price trend 

Besides the bid price the premium creates wealth for NatWest’s shareholders, 36% return on the rumor date 09/23/1999 and 12% on the announced date 2000/1/28. Post-merger performance also is reflected on the stock trend. Fig 4.1 shows the evolution of the stock market prices for RBS. From the figure, we can the stock price is a upward trend. Especially after 11/02/2000, the deal completed date, the stock continued to roar until 2002. Both shareholders of RBS and NatWest obtain great gain from the stock market because of roaring stock price. 

Figure 4.1 The evolution of the stock market prices for RBS
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4.2 Evaluating the post-merger performance by financial ratios analysis 

1. The post-merger performance of NatWest

According to NatWest’s balance sheets and income statements from 1997 to 2003( please refer to Appendices ), Table 4.6 shows the calculation for the financial ratios of NatWest for pre-merger and post-merger Table 4.7 shows the average ratios as follows:

Table 4.6 Financial ratios of NatWest for pre-merger and post-merger

	NatWest Ratios for pre-merger and  post-merger
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	2003/12/31
	2002/12/31
	2001/12/31
	2000/12/31
	1999/9/30
	1998/9/30
	1997/9/30

	
	
	
	
	
	
	
	

	Return On Equity (ROE) 
	23.87
	21.42
	24.09
	26.63
	18.56
	19.52
	8.38

	Net Interest Margin 
	2.58
	2.68
	2.42
	2.23
	2.31
	2.45
	2.33

	Equity / Tot Assets 
	5.23
	5.38
	4.76
	3.84
	5.32
	4.84
	4.49

	Oth Op Inc / Tot Assets 
	1.84
	2.06
	2.05
	2.09
	2.18
	1.96
	1.8

	Non Int Exp / Tot Assets 
	2.39
	2.97
	2.81
	3.1
	2.99
	3.1
	3.22

	Cost To Income Ratio 
	49.33
	59.81
	59.43
	70.37
	67.82
	69
	76.14

	Net Loans / Tot Assets 
	59.33
	65.23
	58.25
	53.09
	50.15
	44.15
	46.44

	Loan Loss Prov / Net Int Rev 
	13.41
	12.25
	12.95
	9.73
	6.51
	13.03
	15.23

	Impaired Loans / Equity 
	n.a.
	n.a.
	n.a.
	n.a.
	n.a.
	37.11
	42.51


Source : Bankscope

Table 4.7 Average financial ratios of NatWest for pre-merger and post-merger

	
	Post-mergerAverage from 2001 to 2003
	Pre-mergerAverage from 1997 to 1999

	
	
	

	Return On Equity (ROE) 
	23.13 
	15.49 

	Net Interest Margin 
	2.56 
	2.36 

	Equity / Tot Assets 
	5.12 
	4.88 

	Oth Op Inc / Tot Assets 
	1.98 
	1.98 

	Non Int Exp / Tot Assets 
	2.72 
	3.10 

	Cost To Income Ratio 
	56.19 
	70.99 

	Net Loans / Tot Assets 
	60.94 
	46.91 

	Loan Loss Prov / Net Int Rev 
	12.87 
	11.59 

	Impaired Loans / Equity 
	0.00 
	26.54 


The ROE ratios exhibit a significantly higher return on equity after the merger in 2000. The average of ROE ratios from 2001 to 2003 is 23.13%, far higher than that of pre-merger 15.49%.    The net interest margin also shows a increase from pre-merger average 2.36% to post-merger 2.56%. In addition, the average net interest margin for the top UK banks in 2003 was 2.0. This indicates NatWest has done well in terms of profitability after merger and also unjustified gloomy predictions about its fate of RBS’ takeover. 

These increases after merger suggest NatWest improves its net profit from making good use of its whole assets and its long-term capital invested in its business after merger. The return on equity ratio for NatWest is higher than the UK banking average of 15, and it is still on the increase, especially for NatWest. Although the recession years of 2001 and 2002 saw a decline in comparison with the peak value 26.63 in the merger year 2000, the ratio was still positive and excellent.
Capitalization ratio (the equity to asset ratio) is a main focus point of bank regulation. This ratio can measure NatWest’s risk-taking with its capital requirements. This ratio also shows steady increases on average from 4.88( 1997-1999 ) to 5.12( 2001-2003 ) and it proves that the increasing capability of NatWest to take risk with its capital. The increase also signals favourable information that suggests NatWest’s financial strength is getting better and better after merger.  However, according to Basel accord, the capital requirement ratio is at least 8%  as an international standard for banks. The ratio of NatWest in 2003 is only 5.23%, far lower than 8%.  Though it shows NatWest may use a bigger financial leverage to create its shareholder value. However, the higher the capitalization ratio, the less the financial risk to shareholders. Therefore, it would be better if NatWest can upgrade this ratio to 8% by tuning its optimal capital structure in practice.
.

After merger, we may expect NatWest can obtain more other sources of income from RBS because it may receive a broad product strategy such as diversification and access to financial innovation from RBS apart from NatWest’s traditional net interest revenues. However, the average of this ratio maintains the same level (1.98, 1997-1999 and 2001-2003) after merger in comparison with that before merger.  This may due to that RBS maintains NatWest strong brand in retail banking and just focus on core business retail banking service. Therefore, there is not much big change in NatWest’s income structure. NatWest still relies on its traditional interest income as usual. 
Non interest expenses are used for measuring expenses in services and technology.  We can see this ratio decline from 3.10% pre-merger to 2.72% after merger. However it does not mean NatWest would stop pursuing product innovation strategies by investing more on research and development expenditure or investing in technology and innovation. On the contrary, it implies the IT (Information Technology) system integration is successful after merger. NatWest benefits from returns to economy scale and scope derived from the IT system platform of RBS to save much costs. The worry of the incompatibility of IT system which will fail the takeover was gone.

The cost to income ratio, the indicator of how efficiently NatWest is managed after merger, is also decline rapidly from 70.99 (1997- 1999) to 56.19 (2001-2003), the cost income ratio for NatWest has been decreasing since its highest of 76.14 in 1997, down to 49.33 in 2003, better than the UK average of 55, and the ratio of NatWest is one of the lowest in UK banking. We also can see the ratio from 2000-2002 is much higher than that in 2003 because the integration was undergoing. But after the successful integration, the cost dropped dramatically to 49.33% in 2003.  This indicates that RBS has achieved high efficiency in managing NatWest in 2003 after 3 year integration. 

This loan activity indicates what percentage of the assets of NatWest is tied up in loans. The ratio increases from 46.91 to 60.94. It seems to imply that NatWest focus too much on loan products without diversification in other banking products. The liquidity seems not good. However, because NatWest in the 1990s was hurt by focusing on volatile trading derivatives which cause a huge loss to it, it is good for NatWest to re-focus on it core business loan after merger as its role is one of leading retail banks in the UK.  

Loan loss provisions to the interest income ratio should be as low as possible. However, the ratio increases slightly from pre-merger 11.59 to post-merger 12.87. This ratio deteriorates a little bit. But it is still acceptable because of the recession years of 2001 and 2002, which makes this ratio also fluctuates with the economy life cycle. If this ratio continues to deteriorate after 2003, it suggest NatWest does not pay enough attention on banks’ asset quality. This ratio should keep being watched under risk management.

2. The post-merger performance of RBS

According to RBS’s balance sheets and income statements from 1997 to 2003( please refer to Appendices ), Table 4.8 shows the calculation for the financial ratios of RBS for pre-merger and post-merger and Table 4.9 shows the average ratios as follows:
Table 4.8 Financial ratios of RBS for pre-merger and post-merger
	RBS Ratios for pre- merger and  post-merger
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	2003/12/31
	2002/12/31
	2001/12/31
	2000/12/31
	1999/9/30
	1998/9/30
	1997/9/30

	
	
	
	
	
	
	
	

	Return On Equity (ROE) 
	14.49 
	16.25 
	16.40 
	16.6
	22.31 
	23.10 
	18.75 

	Net Interest Margin 
	2.27 
	3.02 
	2.03 
	2.44
	2.50 
	2.51 
	2.43 

	Equity / Tot Assets 
	6.87 
	7.05 
	4.84 
	5.25
	4.76 
	3.84 
	4.14 

	Oth Op Inc / Tot Assets 
	1.96 
	2.37 
	1.86 
	1.52
	2.47 
	2.35 
	2.26 

	Non Int Exp / Tot Assets 
	2.49 
	3.47 
	2.42 
	2.52
	3.31 
	3.45 
	3.37 

	Cost To Income Ratio 
	54.41 
	60.80 
	56.53 
	59.53
	63.47 
	66.32 
	71.48 

	Net Loans / Tot Assets 
	56.85 
	56.00 
	46.53 
	53.27
	56.67 
	52.10 
	53.23 

	Loan Loss Prov / Net Int Rev 
	17.40 
	16.06 
	20.60 
	16.08
	14.98 
	19.96 
	10.17 

	Impaired Loans / Equity 
	14.53 
	8.91 
	13.55 
	13.37
	21.38 
	27.92 
	23.28 


Source : Bankscope

Table 4.9 Average financial ratios of RBS for pre-merger and post-merger

	RBS Ratios for pre-merger and post-merger
	
	

	
	
	

	
	
	

	
	Post-mergerAverage from 2001 to 2003
	Pre-mergerAverage from 1997 to 1999

	Return On  Equity (ROE) 
	15.71 
	21.39 

	Net Interest Margin 
	2.44 
	2.48 

	Equity / Tot Assets 
	6.25 
	4.25 

	Oth Op Inc / Tot Assets 
	2.06 
	2.36 

	Non Int Exp / Tot Assets 
	2.79 
	3.38 

	Cost To Income Ratio 
	57.25 
	67.09 

	Net Loans / Tot Assets 
	53.13 
	54.00 

	Loan Loss Prov / Net Int Rev 
	18.02 
	15.04 

	Impaired Loans / Equity 
	12.33 
	24.19 


RBS is well-known for its efficiency. However, the average ROE ratio for RBS from 2001 to 2003 is 15.71%, far lower than that of pre-merger 21.39%. But this ratio is still higher than the UK banking average of 15 in 2003. Moreover, if we take a look at its growth rates on equities and assets from 1997 to 2003, the growth rates increase steadily. Therefore, it may due to that RBS becomes huge these year so that it is hard to maintain its high ROE ratio as before. The net interest margin also shows a similar slight decline from pre-merger average 2.48% to post-merger 2.44%. However, the average net interest margin for the top UK banks in 2003 was 2.0. This indicates RBS has still done well in comparison with its peers after merger.

Though its ROE declined, capitalization ratio of RBS shows an increase on average from 4.25% (1997-1999) to 6.25% (2001-2003) and it proves that RBS’s financial strength maintains good after merger.  But RBS should continue to improve this ratio to 8% as an international standard for banks by Basel committee. 
.

After merger, we may also expect RBS can receive more other sources of income by the synergy with two merging banks. For example, RBS may combine the staffs of NatWest and RBS to design and release new financial products.  However, the average of the other operational income ratio a little decline from pre-merger 2.36 (1997-1999) to post-merger 2.06(2001-2003).  This may due to that RBS put its strategy on traditional core banking business or may due to the regression year of 2001 and 2002. 

We can see non interest expenses to total asset ratio decline from pre-merger 3.38 % to post-merger 2.79%. However it also does not mean RBS stops pursuing product innovation strategies by investing more in technology and innovation as its tradition. Let’s turn to take a look at the cost to income ratio for comparison. This ratio shows how efficiently RBS integrates its subsidiary NatWest after merger. This ratio also declined rapidly from 67.09 (1997- 1999) to 57.25 (2001-2003). Therefore, on the contrary, the above two ratios imply RBS successfully integrates both banks’ IT systems integration to save the technology overheads. 
This loan activity indicates how many assets RBS are tied up in loans. The ratio decreases slightly from a little from per-merger 54.00 to post-merger 53.13. Not much change happened between pre-merger and post-merger. Loan loss provisions to the interest increases slightly from pre-merger 15.04 to post-merger 18.02. This ratio deteriorates a little but it is still acceptable because of the recession years of 2001 and 2002. This ratio concerning banks’ asset quality should be lower down under risk management. The impaired loan to the bank's equity decreases rapidly from pre-merger 24.19 to post-merger 12.33. This shows the asset quality improves after merger and also  indicates RBS has strong loan portfolio by its excellent risk management ability after merger.

3. The evolution of the key variables for NatWest and RBS

This research selects five key variables to evaluate the post-merger performance of RBS/ NatWest case.  The five key variables are Total assets, Equity, Return of Average Equity (ROAE), Deposits_Short term funding, and Net income. Figure 4.2 illustrates the evolution of key variables for NatWest. As 1995 is base year, we can see the performance of NatWest in 1996 and 1997 are terrible. Both ROAE and net income fall below 60% of those of 1995 in 1996 and 1997. We also can see NatWest’s total asset and equity did not grow much since 1995 because of the low ROAE and net income.  In other words, it did not create wealth for its shareholder from 1995 to 19999, the year before merger because NatWest was inefficiency during 1995-1999. Under the request of growth from its shareholders, NatWest became vulnerable at that time. That is why it becomes the takeover target of the other efficient banks. Morever, after 2000, its net income and ROAE increase dramatically after the takeover of RBS. This evolution illustrates the successful M&A of RBS / NatWest.
Figure 4.2 The evolution of key variables for NatWest (1989-2004)
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On the contrary, let’s take a look at the evolution of five key variables for RBS illustrated in Figure 4.3. As 1995 is the base year, we can see the five key variables have an upward trend.  Before 2000, the merger year, from 1995 to 1999, the total assets, equity, and net income of RBS grew fast, almost double than those in1995. These growths show RBS was very efficient at that time. Moreover, after the merger year 2000, the synergies of M&A work.  The key variables total assets, equity, net income grew dramatically. Its equity assets grew over 16 times that of 1995 in 2004 and its total asset, net income, and deposits also grew over 10 times that of 1995.  

Figure 4.3 The evolution of key variables for RBS ( 1995 – 2004)
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The following were the evolutions of key variables of NatWest and RBS from 2004 to 2006. The five key variables of RBS and NatWest kept an upward trend except ROAE, which usually fluctuates with the life cycle of economy and also has a ceiling effect. However, most importantly, the total assets and equity of RBS and those of NatWest grew fast from 2004 to 2006. Therefore, we can assert that the M&A deal really creates value for their shareholders. 

Figure 4.4 The evolution of key variables for RBS ( 2004 – 2006)
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Figure 4.5 The evolution of key variables for RBS ( 2004 – 2006)
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4. Peer analysis 

For accuracy, we select the peer banks all over the world with the same scale of total assets with NatWest to carry on peer analysis. The following table 4.10 shows NatWest’s ROE ranks the second in 18 top banks in 2006. It means after merger, NatWest improve its efficiency a lot so that it creates the greater returns for its shareholders.  
Table 4.10 Peer analysis for NatWest

	Bank Name
	Type of
	Ctry
	Year
	Return on Average Equity (ROAE)

	
	statement
	
	
	

	Median 
	
	
	2006
	15.87
	

	UBS Americas Inc 
	C1
	US
	2006
	16.8
	8

	Dresdner Bank AG 
	C2
	DE
	2006
	6.72
	18

	Credit Mutuel - IFRS 
	A1
	FR
	2006
	13.31
	11

	Natixis 
	C2
	FR
	2006
	8.43
	14

	Morgan Stanley & Co Incorporated 
	C1
	US
	2006
	n.a.
	　

	UBS Securities LLC 
	U1
	US
	2006
	n.a.
	

	National Westminster Bank Plc - NatWest 
	C2
	GB
	2006
	24.82
	2

	Mizuho Bank 
	C2
	JP
	2006
	10.4
	13

	Deutsche Zentral-Genossenschaftsbank-DZ Bank AG 
	C2
	DE
	2006
	16.87
	7

	Morgan Stanley & Co. International Limited 
	U1
	GB
	2006
	15.73
	10

	Landesbank Baden-Wuerttemberg 
	C2
	DE
	2006
	7.25
	16

	Goldman Sachs International 
	U1
	GB
	2006
	7.8
	15

	GE Capital-General Electric Capital Corporation 
	C1
	US
	2006
	18.72
	6

	Banco Bilbao Vizcaya Argentaria SA 
	C2
	ES
	2006
	20.77
	4

	Wachovia Bank, National Association 
	U1
	US
	2006
	12.2
	12

	Lehman Brothers Holdings Inc. 
	C1
	US
	2006
	22.27
	3

	Caisse Nationale des Caisses d'Epargne et de Prévoyance - CNCE 
	C2
	FR
	2006
	27.76
	1

	Danske Bank A/S 
	C2
	DK
	2006
	16.01
	9

	Wells Fargo & Company 
	C2
	US
	2006
	19.6
	5

	UBS Limited 
	U1
	GB
	2006
	6.91
	17


Source : Bankscope

On the other hand, we also select the peer banks for RBS with the same standard. The following table 4.11 shows RBS’s ROE ranks the 14th among the top banks in the world in 2006. It means RBS should adopt better business strategy to catch up with these most outstanding peers.

Table 4.11 Peer analysis for RBS

	Bank Name
	Type of
	Ctry
	Year
	Return on Average Equity (ROAE)

	
	Statement
	
	
	

	Median 
	
	
	2006
	18.79
	

	UBS AG 
	C2
	CH
	2006
	23.85
	2

	Barclays Plc 
	C2
	GB
	2006
	20.08
	7

	Barclays Bank Plc 
	C1
	GB
	2006
	20.5
	5

	BNP Paribas 
	C2
	FR
	2006
	15.53
	17

	HSBC Holdings Plc 
	C2
	GB
	2006
	15.29
	18

	Crédit Agricole Group-Crédit Agricole 
	C1
	FR
	2006
	12.7
	21

	Royal Bank of Scotland Group Plc (The) 
	C2
	GB
	2006
	15.66
	16

	Royal Bank of Scotland Plc (The) 
	C2
	GB
	2006
	16.23
	14

	Crédit Agricole S.A. 
	C2
	FR
	2006
	14.25
	20

	ING Groep NV 
	C2
	NL
	2006
	20.05
	8

	Deutsche Bank AG 
	C2
	DE
	2006
	19.59
	9

	ABN Amro Holding NV 
	C2
	NL
	2006
	19.1
	10

	Société Générale 
	C2
	FR
	2006
	18.79
	11

	ING Bank NV 
	C2
	NL
	2006
	17.91
	13

	HBOS Plc 
	C2
	GB
	2006
	18.19
	12

	Santander Central Hispano Group-Banco Santander Central Hispano 
	C2
	ES
	2006
	15.7
	15

	UniCredito Italiano SpA 
	C2
	IT
	2006
	14.91
	19

	Credit Suisse Group 
	C2
	CH
	2006
	20.95
	4

	Fortis 
	C1
	BE
	2006
	21.42
	3

	Bank of Scotland 
	C2
	GB
	2006
	20.34
	6

	Fortis Bank 
	C2
	BE
	2006
	29.45
	1


Source: Bankscope

肆、進修心得與建議
在英國Durham University 所完成的歐洲銀行業併購案研究及RBS/NatWest這個成功個案（大多數【以小併大】的併購案多為失敗），就併購案分析有如下心得可供國內銀行業併購參考：

一、 RBS / NatWest 併購案為增加財富
經由在合併前後三年財務比率分析及其合併後股價走勢長期趨勢，我們發現經由併購綜效的發揮，從合併後效率的提昇，獲利率的提高及投資報酬大幅增加，此案的確為RBS/NatWest的股東們大幅增加其財富
二、RBS / NatWest 併購案的成功因素歸納

1. 聚焦式併購能為併購後股東增加財富
聚焦併購指同行業間的合併，而多角化併購則指異種行業間的合併．換言之，行業的性質越接近，其併購案成功的機率越高。在聚焦式合併，主併公司本質上該被併購公司能提供節省成本及增加收益的綜效有很深的了解，RBS即採用聚焦式併購來併購其同為商業銀行且專長在零售銀行業務之競爭對手NatWest。所以RBS能夠輕易利用合併後的綜效，此亦與許多關於聚焦式併購的研究結論一致。

2.併購動機與其長期策略目標一致 

更進一步而言，RBS經由聚焦式併購，因此其高層管理階層能夠輕易了解RBS及NatWest雙方的優點及缺點，所以RBS即可深入探索併購案之機會與風險，而有增加股東財富的動機－提昇NatWest經營效率以增加股東財富。也因夠了解整個產業的脈絡及趨勢，訂定可行性高的成本節省及增加收入的各項目標及方案，而能勇敢的以小併大－RBS併購一個三倍大的NatWest並在整體市場不看好的情況下，成功整併並發揮綜效。
3. Estimate the gains and costs of acquisition accurately and implement them on promises 

很多的併購案失敗可歸究於錯誤的計算綜效諸如：經濟規模及範圍、交叉行銷、精簡人力、擴大客戶群規模、會計及資訊系統整併等。然而難能可貴的RBS/NatWest 併購案中，R BS能夠精準的估計併購所能增加的收益及節省成本，並依其對股東及投資大眾的承諾，精確地依各項方案實施，使整併的過程非常平順，且所達成的增加收益與節省成本等方案的成果甚至高過原來估計約9%。
4. Fully exploit the synergies from the merger

RBS對英國銀行業的深耕經營使RBS能夠了解被併公司發揮綜效的潛力。由於RBS第一步先併購同為英國國內銀行的NatWest而非好大喜功的跨國併購，所以這是非常成功的一步策略，基於對當地市場及產品的了解，RBS將它有效率的經營團隊帶入NatWest而替所有股東增加股東權益報酬率，舉例而言，合併後三年NatWest的股東權益報酬率（2001-2003 )平均為 23.13，遠高於合併前三年平均 15.49 ( 1997-1999 )，而成本對收入比則快速的由合併前三年平均70.99( 1997- 2003 ) 降至合併後三年平均56.19 ( 2001-2003 )。 
5. 雙品牌策略 

併購後RBS維持雙品牌策略－維持NatWest這個零售銀行的領導品牌。相較於它的競爭對手，這個策略是非常成功的，舉例而言，它最直接的競爭對手HBOS (Halifax 和 Bank of Scotland合併後改名)的年成長率僅10% 遠小於RBS的15% ，RBS傑出的表現，使其近幾年仍為英國銀行業成長最快速的公司 。
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