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Abstract

The equity value of the bank is
measured by the option model in this paper.
The post-merger banking institution is
regarded as a new investment portfolio.
The portfolio is used to analyze the risk and
equity value of the post-merger bank. How
the bank executes the choice behavior of
investment portfolio is examined under the
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objective of maximizing the beginning
stockholders' equity and the constraint of
capital regulation.

The government hoped that the
operating risk of banks would be decreased
through merger. Therefore, the economic
incentive of merger motivation should be
increased. The result found that the
motivation effect is more significant when
the risk weight of capital regulation is less.
The motivation effect would be decreased
when the risk weight is increased. Besides,
comparing with the direct merger, banks that
invest more different assets before merger
would proceed more strategies in decreasing
the assets risk. And it is easy to get the
merger synergy only under a few activities of

decreasing assets risk.
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