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Part 1: When Merging a Failing Bank into a Safer One Part 2: When Merging a Safer Bank into a Less Safe One
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Part 1: When the Merging Banks All Have a High Bankruptcy Risk Part 2: When the Merging Banks All Have a Low Bankruptcy Risk
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The Motives, Risk, and Performance of Bank Merger in Crisis

Peng Fumin
(Chinese Financial Research Centre of Southwestern University of Finance and Economics,
Chengdu, 610074)

Abstract: During the last two decades, the world has suffered from financial crisis. Although bank merger and
acquisitions (M&As) is a major approach for bank to extend operations, it is often accused of a source of financial
crisis. However, we often see the government encourages, even forces ailing banks to merge in financial crisis.
This article studies bank merger in a creative way by focusing on the merger in a stress circumstance. Then it
analyses the motives, risk, and performance of bank merger in crisis by using theory. In the end, this paper makes
some suggestion about how China’s banks to implement “going out” strategy.

Keywords: bank merger; financial crisis; synergy effect; bankruptcy risk
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