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CS 302- Public Affairs Reporting

Case Study- Role of the media in the bank merger saga involving DBS, UOB and OUB- Voice of the public or propagator of the government’s desire for banking consolidation

I Background

1 Timeline



2 Pros and Cons of merger

· Pros: 1) EOS to provide free services, 2) scale for regional competition, 3) eliminate price war, 4) consolidated operations for efficiency

· Cons: 1) retrenchment, 2) slower services and less branches, 3) monopolistic control

3 Government’s reasons to push for merger

· Relatively small economy (1/4 the size of Australia’s) cannot support five local banks. DBS-POSBank ranked 115th in the world by asset size

· “Godzilla” banks operating here form a large share of the wholesale banking market despite MAS restrictions. Local banks need investment in technology and innovation to secure clientele base and attract talents

· banks are a core part of our financial systems and their support is paramount especially during financial crises, thus the need to have sound banks

· financial services account for 11% of GDP, thus their competitiveness affects stability of economy

II Preliminary observations

1 Voice of the people

· Retrenchment

· Two articles found, but both speaks from DBS’ point of view, without any comments from employees

· Talks mainly about DBS’ rationale for merging

· Slower services and less branches

· One article, with concerns addressed by Vice-chairman Philippe Paillart

· Monopolistic control (not addressed at all)

2 Voice of DBS

· Many articles highlighting DBS’ rationale for merger to convince the shareholders to support them. 

· To address concerns of consumers, articles emphasized that quality of services will not be compromised, but may in fact improve.

· Articles also portray DBS’ bid as a “friendly” takeover to protect their public image 

III Preliminary conclusions [speaking for DBS than for pple]

1 Going by sheer number of reports, I can safely conclude that the media speaks for DBS more than for the public.

2 The fact that articles are mostly single-sourced and whatever concerns raised by the public will always be addressed by a DBS spokesperson, suggests that the press is highly supportive of DBS’ takeover bid.

IV Preferential treatment of UOB over DBS after UOB steps into the picture 

1 DBS is seen as an aggressor on the verge of losing the battle

· “friendly” bid now written as “hostile takeover”

· many articles analysing why DBS will lose to UOB in the takeover bid

· blowup of the $2m apology puts DBS in a bad light and casts doubt on its financial ability to raise the offer in a counter-bid. Uncertainty of a counter-bid leads one into believing that they are financially unsound, especially after the apology.

2 UOB is portrayed as the “white knight” to the rescue

· Articles highlighted the boundless opportunities for the combined entity despite the fact that both UOB and OUB are perennial rivals.

· Contrary to DBS’ “unsound” financial situation, UOB’s “better-than-expected” profits are highlighted

· ANZ advises OUB to accept UOB’s bid as UOB is seen as a “better fit”

Part (III) will lead people into believing that the press is the government’s mouthpiece and so part (IV) would seem like a gasp effort of the press to convince the public of its autonomy and objectivity. The following arguments seek to prove that the media is inevitably a helpless pawn to aid the government in realising its long-term plans for S’pore.

V Suspicions that UOB is the preferred bank by govt for merger 

1 Asiaweek’s report 

· “DBS would be able to generate more efficiencies if it bought OUB than if UOB did”- Hugh Young, a fund manager for Aberdeen Asset Management in S’pore.

2 Sudden change of Wee’s (UOB) attitude towards merger

· After the bid for OUB, Wee said on July 19: “I would openly say that merger is wasting time… it’s a tiresome job. It’s unproductive”

· Why would a rational person go through the acquisition bid if he had not believed in it? He must have some unspeakable reasons, or there could be an external hand steering his course of actions.

· Besides, UOB didn’t draw up any integration strategies, but only talked about basic staffing. Neither was there any talk on strategies to lead the combined entity to a more competitive position, thus showing the lack of enthusiasm.

3 SM Lee’s visit to Lien (OUB)

· Upon hearing Lien’s distress, SM Lee paid a courtesy visit to “talk about bank consolidation and why Lien should consider selling the bank, though not necessarily to DBS”.

· A blatant display of the government’s agenda and hints that DBS may not be the government’s preferred choice after all.

4 DBS did not draw up any concrete plans of merger

· No proposal of integration plans, making it a very sloppy takeover bid, to the extent that it seems like a verbal contract

5 DBS did not counter-bid when it can raise the cash component by $2

· From 1998’s bid for POSBank and subsequent mergers, the aggressive nature of DBS towards its business ventures is apparent, so it is unusual that it has remained so passive – unless of course that the bid had not been sincere nor genuine.

6 DBS had just gone through a series of mergers

· It is still “integrating Kwong On bank and there is Dao Heng to come”, so it’s unlikely it would thin its resources with another takeover so soon.

VI Implications of UOB-OUB merger to further illustrate the government’s hidden agenda 

1 Ranks DBS 3rd and UOB-OUB 5th by asset size (excluding Japan and Australia)

· DBS-OUB merger will put UOB as smallest local bank, but will not propel DBS to a higher regional ranking. The rationale here is simple: two is better than one.

· UOB-OUB merger in effect realises the 1998 vision of having “two big banks”

2 Government’s stake in DBS remains at a high of 37%
· 600 million new shares will be issued for DBS-OUB transaction, reducing government’s stake in DBS from 37% to 25%.

VII Conclusion

1 DBS’ bid may be a sham to pressure UOB into acquiring OUB.

2 The preferential treatment of UOB over DBS may be the media’s deliberate efforts in maintaining objectivity and autonomy from the government, but sadly, it still falls prey to the government’s manipulation.

3 Therefore, in this case study, the media is indeed a propagator of the government’s desire for banking consolidation, whether consciously or unconsciously.
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