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Pukvong National University

Abstract

The objectives of this paper are: (D to review M&A cases in the
U.S.A., European Union (EU), and Japan for the last decade (period of
1990 through 1999), @ to review M&A cases in Korea for the same period
and factor out some similarities by comparing with Korean cases and
foreign cases, @ to examine some M&A effects from the empirical study
of three Korean M&A cases (Woori Bank, Hana Bank, and Kookmin

Bank), and @ to evaluate whether there exists some M&A synergies from

Korean banks’ M&As.

For the empirical studies, this paper utilizes accounting indices such
as cost effectiveness, leverage, profitability, and productivity from the
merger for the windows of three vear before and after the merging event
year.

The measures for cost effectiveness includes costs on asset ratio



(total costs divided by total assets), interest cost on asset ratio (total
interest costs divided by total assets), non-interest cost on asset ratio
(total non-interest costs divided by total assets). Leverage measures
include BIS leverage ratio (equity divided by risk weighted assets) and
non-performing loan ratio (the ratio of non-performing loans out of total
loans). Profitability measures include the magnitude of net income, ROA
(Return on Asset), and ROE (Return on Equities). Productivity measures
include the number of employee and branch, net income per employee, and
deposits per emplovee, etc.
The results of the case studies and empirical studies for the three

large banks in Korea are as follows:

D Profitability measure has been improved for two vyears after the
merger while the risk factor also increase for the same period.

@ The measures for cost effectiveness have not been improved for two
yvears due to downsizing costs of employees.

@ The study, however, find some synergy effects for other measures
from the merger especially after three years from the event vear.

@ Among three banks, the study find higer synergy effects from
Kookmin Bank compared to those from Woori Bank and Hana Bank.
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A Case Study on the Merger & Acquisition among Commercial

Banks

Dept. of Business Administration (Tax-Management Major): Choi, Se-Ju

Directed by: Tae-Young Kim

The objectives of this paper are: O to review M&A cases in the
US.A., European Union (EU), and Japan for the last decade (period of
1990 through 1999), @ to review M&A cases in Korea for the same period
and factor out some similarities by comparing with Korean cases and
foreign cases, (3 to examine some M&A effects from the empirical study
of three Korean M&A cases (Woori Bank, Hana Bank, and Kookmin
Bank), and @ to evaluate whether there exists some M&A synergies from
Korean banks’ M&As.

For the empirical studies, this paper utilizes accounting indices such
as cost effectiveness, leverage, profitability, and productivity from the
merger for the windows of three vear before and after the merging event
year.

The measures for cost effectiveness includes costs on asset ratio
(total costs divided by total assets), interest cost on asset ratio (total
interest costs divided by total assets), non-interest cost on asset ratio
(total non-interest costs divided by total assets). Leverage measures
imclude BIS leverage ratio (equity divided by risk weighted assets) and
non-performing loan ratio (the ratio of non-performing loans out of total

loans). Profitability measures include the magnitude of net income, ROA



(Return on Asset), and ROE (Return on Equities). Productivity measures
include the number of employee and branch, net income per employee, and
deposits per employce, etc.
The results of the case studies and empirical studies for the three

large banks in Korea are as follows:

(D Profitability measure has been improved for two years after the
merger while the risk factor also increase for the same period.

@ The measures for cost effectiveness have not been improved for two
vears due to downsizing costs of employees.

(3@ The study, however, find some synergy effects for other measures
from the merger especially after three years from the event year.

@ Among three banks, the study find higer synergy effects from

Kookmin Bank compared to those from Woori Bank and Hana Bank.
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