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Banking Crisis and Mergers — The Case of Japan
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2. Regulatory and Institutional Context of Japan

2.1. Governance role of banks in Japan
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2.2. Japan’s Banking Crisis
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2.3.Banks’ Incentives during Banking Crisis
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3. Hypotheses Development
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Hypothesis 1: Merger banks (banks lending to acquirer and target simultaneously) are
unhealthier than the country’s banking sector.
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Hypothesis 2: Merger bank CAR is positive upon the announcement of clients’ merger.
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Hypothesis 3: Merger bank CAR is associated with merger financial diversification.
Hypothesis 4: Merger bank CAR is associated with acquirer slack.

Hypothesis 5: Merger bank CAR is associated with merger operating synergy.

4. Sample
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5. Empirical Analyses and Results
5.1.Merger Banks’ Health
# 1 2 7

are unhealthier than the country’s banking sector. 9 > A

2 41 - B (

+&

2

* 7

A2

Merger banks

D



2 > D 2 > 2 -
7 < A 7
1 llllll
#2 6 D 7 2 2 :
1 2 1 A2
h - 2 >( # "6 2 > 7
# 2 > 1 >
2 > 9 2 >
7 2 D 2 >
2 >
2 2 > 1 _
7 2 >
2 >A 7 > D )6.# 9
? 2 >A 2 > 7 &) ."F
6" +"F 7
&IIIF ))_F %
A 21 9 ) 1 ;
2 2 2 > # 2
1 2 >A 2 >
2 2 2 >
# 2 7 ) F*. F e e
WA 7 + B 2 2
17 7 2 + 2
9 > = %9 =( A
» - 1 1
2 > 2 +)3
2 >2 1 + 6

+1



# 1 # D 2

1 2 > 1

2 3 2 > 3 A2 > l=>
+

L#2 6 2 M
# 2 > ¥ *
2 2 > 2 2 >
7 B 6
7 2 > 2 >
2 2 > 7 7 2 1
1
5.2.Merger Bank Benefit
# 1 2 7 + Merger Bank
CAR is positive upon announcement of clients’ merger. # 2 >A1
7 2
7 = ) 7 ( >
2 -
2 > 2 2 >
7 7 1
>7 A # > 7 2 7
2 >1 2 B
# 2 > 3 < 2 > #



12 >* 1
>
+ * 2 2
7 ;
7 ', <
#:- N #
>
#2 & 1 <
7 "+ *7
B <
1 1
: ! 7 2
+ F 2 > &F
2 1 2 >
4 1 hrl( >
# > -
22
; 2 #
2
- N -
1
+< 2
7 1
A2 "3
1
2
1 +
) 2 >< 18F % *7
2 >< &. +"F

*

# )
1 3

++ +

B 2
*

- 3 % #
2 >< <
"( +) Fh*7 0
# B

2 +"F

2 > B
2 > 1
% "
>
17
3 >
- >
2 > +) 7
R &2
)
1
& F (
b *7 *



2 >
7 # 2 >< B 7
+6 9 ? 7 2 > B 7
2 6F 2 > 7 °
L# 2 & 2 M
5.3.The Sources of Bank Benefit
# 1 2 > ) Merger bank CAR is
associated with merger financial diversification; 6 Merger bank CAR is associated
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6. Additional Discussions
6.1 Post-Merger Slack and Debt
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6.2 Acquirer Long-Term Performance
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6.3.Power of the Test
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6.4. Facilitation of Merger
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6.5.Bank Control during Banking Crisis
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Table 1 — Merger Distribution by Year
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Table 2 —~Merger Distribution by Industry
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Table 3 — Other Sample Characteristics (N=133)
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Table 4 — Bank Health Variables
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Table 5 — Merger Bank CARs
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Table 6- Summary Statistics of Regression Variables (N=96)
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Table 7: Correlations With Merger Bank CAR (N=96)
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Table 8§ — Multiple Regression of Banks’ Merger Announcement Returns (3-day CAR)
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Figure 1: Japan's Bank Index

Source: Datastream
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