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This report includes:

m 10 case studies of M&A success selected by peer banks
and independent experts.

® 30 in-depth, off-the-record interviews with leading
analysts, consultants and financial service providers.

m Comprehensive survey of third-party research on merger
outcomes.

® The impact of the ‘new players’: hedge funds, private
equity and sovereign wealth funds.

® Data and surveys from the US, European Union, Asia
and Eastern Europe.

Assesses:

m The trends in emerging and developed markets and from
cross-border initiatives.

m The effect of subprime on acquisition activity.

m The full range of operational and strategic issues:
branding, branches, due diligence, HR, ‘management
testosterone’, post-merger planning, regulation and the
complications of merging IT systems.

® The demands on the CEO and top-level talent.

Answers:

m [s M&A activity a zero sum game?

m Have banks been successful in extracting projected
synergies?

® Has the merger evaluation model changed significantly
or does most, if not all, of the value added accrue to the
selling shareholders?

® Where next for bank M&A?
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Background

The bank M&A valuation model and
investor demands continue to pose a real
dilemma for bank management. Investors
(at least until the 2007-08 crisis) continue
to demand double-digit earnings growth,
which can only be resolved for most banks
in developed markets by M&A.

Yet the M&A valuation model in
normal times demands that buyers
give away most, if not all, of the likely
synergies to finance the premium paid to
the seller’s shareholders. This equation
may not hold true in a crisis environment
such as the 2007-08 period (few analysts
did the numbers on JPMorgan Chase’s
acquisition of Bear Stearns in March
2008), but when normality returns to
the markets, in all likelihood, so will the
valuation model.

Although bank merger processes have
become much more professional in recent
years, and the forecast synergies are much
more predictable, the risks of failure have
increased considerably with the size and
complexity of many transactions, and the
pressure on bank CEOs from investors
have skyrocketed.

Recent events have highlighted the
shortage of CEO talent in managing large
and complex organisations.

The competitive landscape has altered
dramatically since Steve Davis first profiled
this market at the start of the decade.

The merger of equals has declined in
importance as has the ‘national champion’.

New players have emerged (hedge funds,
private equity and sovereign wealth funds)
although they have yet to radically impact
upon the nature of the challenge where
timing remains key and today’s success
story can quickly become tomorrow’s
tragic mistake.

The Scope of this Report
This report updates the groundbreaking
2000 survey of Mergers research. An
extensive series of 30 in-depth interviews
provides the unique value-added content.
Not only have the senior management of
a wide range of banks around the world
been interviewed, but rating agencies,
management consultants, fund managers,
financial advisers, investment banks and
regulators have also provided their views.
In addition data has been collected
from independent providers: academics,
management consultants, buy and sell
financial analysts, rating agencies and
independent data providers.

Case Studies include:

List of Interviews
Banks

BAWAG PSK
Bank of New York
Mellon

® Deutsche Bank
e DnB NOR
¢ European Bank for

Reconstruction and
Development (EBRD)
Erste Bank

HSBC

Santander

UniCredit

Wachovia

Analysts, regulators and
consultants

Black Rock Investment

® The break-up of ABN AMRO: a case Management
study with massive implications for * Boston Consulting
bank M&A. Group

* BAWAG PSK: A case study in private : giatsi;rl?)lllls;ness School
S . . ¢ Deloitte

* DnB NOR: The creation of a national e Ernst & Young
champion.

e Erste bank: acquisition in Central and
Eastern Europe.

* GE money: the largest non-US consumer
finance company targets annual growth
and ROE over 20%.

e HSBC: the largest financial institution
focuses on growth markets with
interconnectivity to developed markets.

* JPMorgan Chase: A formidable
franchise with broad diversification.

e The Santander Group: an ambitious and
successful cross-border acquirer.

e Standard Chartered Bank: M&A works
alongside a timely shift back to its
emerging market roots.

® UniCrediT: The creation of a successful
multi-national group by a targeted
approach to acquisitions.

Financialinstitutions

Financial Services
Authority (UK)
Freeman & Co
Fitch Ratings
Goldman Sachs
HSBC
Millennium Associates
Morgan Stanley
Pricewaterhouse
Coopers (PwC)
RAB Capital
Sandler, ONeill &
Partners

e Stern Business School
¢ University of North

Wales
US Comptroller of the
Currency

Industry
Banking

Management consultants and advisers
to the banking industry, including law
and tax specialists

Academics

Investors/analysts, including hedge funds,
private equity and sovereign wealth funds

Who should read this report?

Job Title

CEOQ, head of strategy/corporate
development, director of HR, director of
operations, director of IT, head of
marketing communication

Head of banking practice

Professors of banking and strategy

Specialists in financial stocks

What are they looking for?

Best practice, the views of peers and
independent experts. To understand
the skill base required from top-level
talent to execute successful mergers.

Best practice, case studies of success,
issues to be addressed in executing
successful mergers.

Case studies, own research, analysis of
best practice.

Best practice, examples of success in
M&A, views of independent experts.
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