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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’s only 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.
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