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ABSTRACT
In the past 3 years since domestic financial holding companies (FHCs) were established, M&A cases (cases of mergers and
acquisitions) have been constantly occurring, e.g. Cathy Financial Holdings merged with United World Chinese Commercial Bank,
Fubon Financial merged with Taipei Bank, Shin Kong Financial Holding Co. merged with Macoto Bank, etc. This shows that, in
order to expand market share and promote competitiveness, with the expected future deregulation, further integration of financial
holding companies will occur. In view of the fact that there’ sonly 1 FHC in Hong Kong and Singapore, 4 in Japan, while 14 in
Taiwan, we can see that the supply has obviously exceeded the demand. The excessive number of banks and extremely intense
competition has significantly affected the profits of banks, resulting in reduced ROA and ROE and poorly controlled asset quality.
On the other hand, in response to the future competition with large international financial institutions that the financial industry will
inevitably face after Taiwan’ s WTO accession, the government has commenced to take financial M&A as a measure to promote
the competitiveness of domestic financial institutions. On October 20th, 2004, the President announced four goals set for 2nd
finance reform: “ 1) 3 financial institutions having more than 10% of market share will be developed. 2) The number of state-owned
financial institutions will be reduced to 6. 3) FHCs will be encouraged to consolidate and their number reduced by half. 4) It is aimed
to have at least 1 financial institution either operated by foreign-owned companies or listed in overseas markets.” All of the above
will be completed by the end of 2006. With these concrete objectives and schedule, plus nearly 18 financial institutions held
re-election of Board of Directors and a number of state-owned banks were privatized from December 2004 to mid 2005, rumors of
merger announcements have been circulating. Therefore, the authors of this paper were inspired to explore the topic of “© M&A
strategies of Financial Holding Companies in Taiwan” in the case of Fubon Financial Holding Co., acting as the buying party. The
secondary data of the FHCs were collected, and a SWOT analysis was used on the basis of the successful merger of the individual
case (the merger of Fubon Financial and Taipei Bank in 2002) to examine the strategies Fubon Financial Holding employed to
merge with Taipei Bank, and further apply their strategic model to the future M&A plan of other 13 FHCs with an aim to select best
M&A candidates to provide useful references for corporate executives. The results of this study suggest that, in terms of the synergy
of the strategies Fubon Financial Holding used to merge with Taipei Bank, the “ Fubon Financial + Taipei Bank” model is mutual
assisting in business operation. As Taipei Bank has good profitability and asset quality, high quality customer base, excellent channel
superiority in the greater Taipei area, while Fubon Financial is a perfect example of domestic mature FHC with obvious cross-selling
synergy, the combination of the two is clearly good. Based on Fubon’ s successful M&A strategies, this study suggests First Financial
Holding Co. as a future merger candidate, as it also has superior channel, asset quality, profitability and customer size. It will
strengthen the competitive advantages of Fubon Financial Holding, mitigate its disadvantages, eliminate threats, reduce risks,
expand market share, achieve maximum synergy and pursue maximum profits. However, despite the positive evaluation of this
merger case, attention will still need to be drawn to the actual implementation of the M&A strategies as well as the progresses and
effects after the merger in order to ensure a true demonstration of the benefits, the most significant advantage of FHCs.

Keywords : M& ; A ; Mergers and Acquisitions ; FHC (Financial Holding Company) ; Cross-Selling ; Synergy ; Strategy

Table of Contents
D0 0000 000 OOO ki O OO0 e ivOoOod
L e Vi OO e VIO O e ix OO
L e Xi O OO i, xidOO OO ooooooooo
L s 1000 OOO0O ki 3000 oog
L s A000 OO0 OO0 i, 6000 0000000 O00O0DO0OO
L et 7000 OOODO ki, 0000 0000ooooooooon
O e 18000 00000000000 e 21000000000
L s 26000 D00 D0O0OD0 ki, 0000000
L e 35000 SWOTH O e 7000 00oooooooo



L e 47000 OOODO i 470000000000 DbO0ouMbODOO

OO000000 e Q000 DDODOOD0 e 5000 000000000000
OO0 e, 2000 DOD0DOD00O0D0O0DSWOTHDO v 000 O000b0O00bOoOon
OO000000 e BOOODODOODOTO OO0 OO it 03000 000
L e 109 U O O O i 111000 01-1 0000

L e 602-10000000000 e 90220 00000DO0OOO

O o, 2302300LO00000000O000O00O0O0O0O0 e 2403100000000
O o, 4403200000 s 46000 021000000000

O o, 1402200000 e 1602300 0000000000

O i 2002400000 i 36 0 2-5SWOTH U O i, 38
2-6SWOTO OO O OO Ot 40 0 2-7SWOTO O o 42031000000
00000000 v 4404-100000000000 4904200009000
OO000000 i, 5704300000000 000000000O0 e, 63044000000
00000000000 v, 6704500000000 000SWOTOL v 70046000
UO000000D0 e, 7104-70000000000000EO)vcivviiiivneieneienens 73048000000
OO00000000D0 e 740490000000000000000 i 75041000000
OO000000D0 e, 770411 0000000000000 s 7704120000000
OO000D0 e 7704130 0000000000000000 v g6 l4-140000O
OSWOTO O O v 94 0415000000000 000000000 i 9704160000
OO00000000 v, WVO4-170000000000000O000 v ood4-180000
OO00000000D0 e 1010510000 0SWOTO OO e 103052000000
OO000000000 e, 1050530 0000000000000 0OD0 wiiiiiiiinineneinens 108
REFERENCES

0000000000 1. 0000000000000000000000000000020010 2 00000000000000
00000000000000020010 3.000000000000000000000D0DO000000000O0OOO000n
00020030 40000000000000000O00O000O000000001990 5. 0000000000000 OOOOOODOO
0000020030 6.0000000000000000O0OM.E.Porter, Competitive Advantage 000000000 0DO DO 19990 7.0
0000000000 000000019%%0 8.00000000o00ooo0oooodo---000o00ooo0oDoooooO
O00000000000D0O0000O0O20020 9. 00000000000000O0DO00DODDODO0DODOODOODODODO0ODOOOOn
000000020030 10.00000000000D00000DODOOSwWOTOOOO0OOOO0O0ODODDO0DODOoOoOoOoooOooon
020030 1. 0000000000000 DOOOWTODODOOUOODODO0O0O00ODDOD000DOo00oooooooOoooDoD 1200000
0000000000 000000000000000020040 B3.00000000000000DOOO00-00000O0000OA0O
O000000000000020030 14.00000000000000000000000O00O00DO20050 15.00000000
0000000000 0000000000000000020030 16.0000000000000000000000O0OOO0O
O000000000DOO0DbOO20000 ODOOOOO 1. A. Parasuraman, Marketing Research, 2nd ed. (Reading, MS: Addison- Wesley, 1991)
2. Berger, Allen N, “ The Consolidation of the financial services industry: causes, Consequences, and implications for the future.” Journal of
Banking and Finance 23, 1999. 3. Crosse, H.D. and G.H. Hempel, Management Policies for Commercial Bank, Second edition, New Jersey:
Prentice — Hall Inc. Englewood cliffs, P.61, 1973. 4. Dimitris N. Choarafas, New Regulation of The Financial Industry, New York: ST. Martin’ s
Press, INC.., 2000. 5. Edward D. Sullivan, Glass-Steagall Update: Proposals to 6. Modernize the Structure of the Financial Services Industry, 112
7. Banking Law Journal 10, pp. 978-990, 1995. 8. G. Churchill, Jr., Marketing Research: Methodolgical Foundations, 7th ed. (Fort Worth, TX:
The Dryden Press, 1999) 9. Johne C. Dugan, Update on Modernization Legislation, 77 Wash U.L.Q. 521, available at LEXIS-NEXIS Academic
Universe-Document, visited on November 22, 2000. 10. Linda Allen and Julapa Jagain, “ The Risk Effects of Combining Banking, Securities, and
Insurance Activities.” Journal of Economics and Business, New York, Vol.52, No. 6 pp. 485- 497, 2000. 11. Mester, L. J., “ A Study of Bank
Efficiency Taking into Account Risk-Preference, ”  Journal of Banking and Finance, 1996. 12. Rober W.Hamilton, The Law of corporation a
nutshell, 4th Edition, West Publishing Co., P.255, 1996. 13. Saunders, A., E. Strock and N.G. Travlos, “ Ownership Strycture, Deregulation and
Bank Risk Taking, ” The Jorunal of Finance, 2, pp. 643- 54, 1990. 14. Von Neumann, Morgenstern, Game Theory, 1994. OO0 0O OO0 OO0
0001000000002001627000000 2. 00000000200011240000003.000000000000000O
000000020010 4 0000000000000000DOO0O0DOOO0O0ODODOO20010 5.00000000D0000DDOO
0000—00000000000000000D00000O020010 6000000020020 70000000000 O 2002
02003020040 8.0 000 00D0ODOOONO 20040 9.0000 0900020040 10. 0000 00O 2002.4.170 11. 00 0 0O O 2002.9.12
0 12.000002004.11.260 13. 0000 02003.7.310 14. 00000 2003.8.40 15. 00000 2004.12300 000000 1.000O



000 http://www.cbc.govtw/2. 0000000000 http://www.chinatrustgroup.comtw3. 0000000000
http://www.cdibh.com4. 00000000 http://www.jsungroup.com5. 00000 00O http://www.taipei.govtw/ 6. 00000 00O
O http://www.taishinholdings.comtw 7.0 00000 0O http://www.esunfhc.comtw8. 00O OO OO O
http://www.megaholdings.com.tw 9. 00 00O OO0 http://www.hnfhc.com.tw 10. D0 OO0 OO0 O http://www.skfhc.com.tw 11. O O
0000000000 http://www.fubongroup.com.tw/ 12. 00000000 http://www firstholding.com.tw/ 13. 0000000 O
http://www.waterland-fin.comtw 14. 000000000000 http://www.cathayholdings.com.tw/ 15. 00000000
http://www.fuhwa.com.tw16. 0000000 O http://www.sinopac.com17. 000000000 http://www.banking.gov.tw/



