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TA2d 9 HF(1)

Investment Banking
O ‘FXHInvestment)’e| el 2 ‘Al=3Z X3 (Banking)’

2

—

1=

O o|=9 42 FXe| /g2 m7t&53 1 2H 9|
Securities Act of 1933, Securities Exchange Act of 1934
- 7715 AN Bk 26l XA 2k(Investment Contract) 2] 7HE S AFE
O FX2&d8(Investment Bank)2 7153 ol WAl 2 Sofl AiE22 M3
2 2% (Commercial Bank)2| 2% & (Loan)2| HEl 2 A= 2 %S

OL— o = A -
CID:-IIII_ I|7 o__an_'Iol_I_l_(I):-II_I_

Q!

718 dsH el olofe| &AL
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o Heljoll wZ & : Equity, Bond, Hybrid
o| 7

Z}X| 7t tE Apate] Ttx[of| 2|5 AH ==X o Fof e = :
Underlylng Securities, Derivatives

EXXRF =2t Z 570 hE & : Public, Private

-

153 walg S5 AIETY wAlS Cletsln 27

St=X|ol| . Sk X}-2(Advisory Service)0| oMo Z

= L—"1—
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- Underwriting - Trading - Brokerage
- Advisory Service - Principal Investment - Asset Management

m MEHQl 2o|o|2f Investment Banking & 5
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1) 7| ¥ 7= S &t
EXI2d 2 Default7 =AM 0t ol 2,

At 280 2 Default 7tsM QT2 A3

o o

-1 O
O AAHE . FEX2de| sl 7[5 ‘?=19| JE@ (Information Production)
HEM M| 0B ED RIIEHS

‘_
<
)

S

-.

o,

S
Q@

2) w7hSd elge

O t&0| ofHzt 7715 H

=AS N2 XS Bt He

10

N2 XME22 UM =2 oA

O AIAIA : ZH7|& 0l A 2| E HIEL S 2 5= E IHReputation)O| I &2
HIme chy|Zho| = 57| o2 o w2l o2t EX EXF28 0| Dominant
Player?| == 4= Hel 8l&

gi = (cf. Commercial Bank )
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23
O FA2d 2 8oz | 7ol Aigd& =Eoict= 82 E Z(Certification)
(Boot and Smith, 1986; Titman and Trueman, 1986; Carter et al, 1998)
FAALZ sl g 7 o] dlste RIISHE HaH 2= i elst= 5 =T
A=Al A =3 A
O A=Al a2 ZHdEnt 2ol 2E

(Levine and Zervos, 1998; Rousseau and Wachtal, 2000)

T ETELL MMM ESH oY HEE(%)

Industry ISIC Bank-based Market-based Bank/Market

CIXIE Tv/ies 32+64 1.94 3.84 Market
CIAZdl0l 26+30+32 -0.22 1.43 Market
Nsg 22 29+31+32 0.69 3.18 Market
Ol2He Xt= Xt 30+34 -0.92 1.12 Market
XEAICH =X 30+32 -0.93 1.42 Market
XtAICH Ol S Sl 33+64 1.97 2.55 Market
CIXIE SBe= 64+72 6.47 7.85 Market
XHAICH & X 31+32 0.53 3.45 Market
HtOI L &l<t 33+24 1.45 1.76 Market

A= AR, R, A A, 2004
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Market Size

Initial Public Offering

2.7

2001 2002 2003

5| AN

71
57
43 45 | |

2004

2001 2002 2003
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2004

RSN
2.9
2.5
1.4
2001 2002 2003 2004
M&A Mandates
31

20

2003 2004
(X2 . 2 8HSH, Bloomberg, BHl : =)
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IPO
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(Rt=2 . 28L=H, Bloomberg, &AHFH, ¢

: %, 2004'3)
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O $48 $elo] 2

: 40%, M&AZHH : 60%

A~
(=)

e

o
g
Ko

oF

M ROE = 16%

o] IBREZ F

f2etctn hy

H

A2 X=2] 30%E IBF =0
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Market Structure

77153 Ao M= U SHA|E| x|Eet M7 22

M&A Mandates= 2| =2| O & F A28 (Bulge Brackets)0| X}X|

IPO S| AFRY M&A Mandates

Cf E 3 23| A} Share O 3= k3| A} Share CH & 325 AL Share
o< 13.9 M2 19.6 UBS 19.4
&l 12.2 22| 10.5 Morgan Stanley 16.8
CH &1 12.2 < 8.9 L2 14.3
o|zHol| Al 12.0 sh=2| 5.6 Merrill Lynch 10.1
ALA 10.3 SK 4.3 Lehman Brothers 10.1
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=L IBAIE 2| =M E (1)

oF

1
oR

F

Ms

L

=
=

1(1997. 9. 1), =22}l 7 el

=3

- SIS 5428 Ak

Ol MSl=| XM=&

Ol A
"o

2o 4

F

7~
o

+

~ 200484 =24

54.0

ﬂ

17.5

18.0

‘Il\ 18.0

19.5

21.8

33.3

1999 2000 2001 2002 2003 2004

1998
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= Ul IBAIES] A& (2)

o = =] —
B IBAE 2 MEAH2E MAURI AKX Incumbents)7t [ & A5t A&
o gl=x A o == o = o o
O 77+&8H eIFEAlE2 22 M&A Mandates2| 40l = Local Player=0| %
| US | | Japan |
IPO il AI‘iH M&A Mandates IPO il A|-iH M&A Mandates

T AL MS ||ZF=2AL MS || AL MS = A} MS ||Z=2AL MS || =2HAL MS
Morgan Stanley 17.4 || Citigroup 11.2 || Goldman Sachs 14.0 Nomura 33.9 || Nomura 25.8 ||Nomura 23.7
Goldman Sachs 155 || JP Morgan 95 ||LehmanBr.  10.2 Citigroup 16.2 || Daiwa 212 ||Daiwa 14.4
Merrill Lynch 9.9 |[Merrill Lynch 9.1 ||JP Morgan 9.3 Daiwa 13.3 | Mizuho 155 ||Goldman Sachs 8.0
Citigroup 9.5 || Morgan Stanley 7.5 ||Merrill Lynch 83 UBS 12.1 || citigroup 9.9 || Citigroup 73
JP Morgan 9.4 || Goldman Sachs 7.2 ||Citigroup 8.0 Morgan Stanley 5.9 || Mitsubishi g7 || MerrillLynch 7.1

e~

vw\/\/\/
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fw\/\/‘/

W\/\/\,

| France | | Germany |
IPO 3| AFTH M&A Mandates IPO(2003) S| AFXH M&A Mandates
ESn]YN! MS ||Z=2AL MS || TEAL MS A} MS ||ZF2tA} MS || AL MS
Calyon 415 ||BNP Paribas  12.8 ||BNP Paribas  16.1 Deutsche Bank 48.6 || Landesbank 93 ||Deutsche Bank 127
Societe Generale 14.0 || Societe Generale 10.2 || Goldman Sachs 16.0 Morgan Stanley 41.6 || Deutsche Bank 7.4 ||Morgan Stanley 11.2
HSBC 11.5 || JP Morgan 7.7 || Morgan Stanley 14.7 Goldman Sachs 9.1 || Dresdner 59 ||JP Morgan 8.3
CSFB 8.0 || calyon 75 || Merrill Lynch 14,6 Merck Finck 0.4 || citigroup 4.8 || Goldman Sachs 8.2
Lehman Br. 7.4 ||HSBC 6.5 || Rothschild 14.5 Landesbank 0.4 || Baclays 48 ||CSFB 6.8

(XIZ : Bloomberg, 2004H)
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= U IBAE2| =X E(3)

25+ 2ol

=L FAF2& 0| Major PlayerZt = X|

o Soll i3t olE. 25 EX} BE

ro
0t

O Brokerage® 5ol =48t A = FX}

o] Mol 2 2Esx| a2

el

7| ol tif et 2440 FFst1

= Re Ex2u9l ZHS AL

BHE ol B
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Q!

=xl28 1} 7|Qf Zhe| o

T

=

Relationship Financing

07192 Y|Hel BHE TE5T s IBS Sal XSH oz Hef

Arm's Length Financing

O 7|2 1B Zte| Z™of ol ZA g OS2 Hell IBE U

rir
als
als
Fl
mi[r
N
M

IB2| sl a7 s2 EEY LMo A20, olz{et EYE L2 1B 7| 2kl 2t

Z|dol Hell 2d S A= A 22 EF XEHHe Helf & Soll 0|2 &w

- Hell 7| ¥ el M E (Firm-Specific Information) 4 At = 2 8t =X}

|
o
M
0
~—~
o
o
(@]
J—I-
N
o
o
o
—

HHE g5 49 HE MAIES Sofl WEYLe] 54 M 11(Chan et al, 1986)

HdEAe Mo ohE HAS AHel 7€t S/ (James, 1992; Burch et al, 2004)
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=
1O

Costs) 2+A4

o| | gk

i
S

At2

— =
— 1

AHRelationship-Specific Investment)

-

B X

IT52 2l RE SA7}ol R0l £,

D
£l

Jl0

| =7}

Loose Linkage(Eccles and Crane, 1988)

1o}

0l

(Sunk Cost)

=
=

BN
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m 22|l M= 1BL} 7| ZHe] R | abAH| 7 25| o] ek

o| =" st=2?)

1) James, 1992; Krigman et al, 2001
2) SYAE Az 1B7t 2 HAIE 2| Hel 1BLE S M| o &(KRX 775 HAIE & 27| i

Fe|L2te] 42 ot IBRFe| &AIX[Hof e Helo| of M= & A[A}
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2tA &AL ol o] A F (1)

" HEMMRZOZ MR I UE 5 N5

A 4E7IY 5= F0
182 175
167
63
2000 2001 2002 2003 2004

(XtZ : KRX, £ @ 7H)
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2t

A stzl flsll 771532 7tAd 2 LA A

S22kl /= 2| IPO Underpricing A &

AFALofE| 2] 2XME(2)

Z20{=0|= X (Lemon Market)

71532 x| & M = 2K 2

5= n|= ol e mapa =g
IPOZ 72} 2! 205 74.3 18.4 28.4 17.4 116 27.7
(43.5%)
(KFZ : Ritter, 2003, £H| : 96, *= 199914~200451 KRX IPO7| ¥ 2 CHALS 2 | A

INE=
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2tA &AL ol o] =A E(3)

—

n FA2HO| MSsts TR 7 AR A F A

O =rE& MU= X|=5t slX| &5

FA2H 2

TR &R

A &AL ofH|
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Where to Go?

® Two Nash Equilibria
O Relationship Equilibrium(Pareto Superior Equilibrium)
- AFEAE M 2 Y|, gE S, A=A S 2, A E
O Undercutting Equilibrium(Pareto Inferior Equilibrium)

- A RS, U B A=AE R F, BHdE XA

o o

Playerl
Relationship Undercutting
Relationship ( @49 (2, -3)
Player?2 —
Undercutting (-3, 2) ( (0, 0) )

- Current Market Size: 2 Deals
- Relationship @& oAl = o 7| A| &1 27} 4 Deals 2 =y
- Relationship Investment : 17[0ll 3, 27| £ &= o 7| 14 FX}

_ - Relationship £AHA | R2tst= =2 &: 2 per Deal
Assumptions

- Relationship Equilibrium0|A] Z+ IB= 50%2| Market Share 2=
- Discount Rate : 0.2

@ Korea Securities Research Institute

- Relationship InvestmentZt2 2= =2 E 9FHX|[ X8 (Loose Linkage)
- $H 1B} Relationship &XF Al Undercutting IB7} £ 35t= =52 &: 1 per Deal
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1B+ & 3tE ?et A - Player2| & €(1)

N
M
bl
7
T kol
rulru

2| 8t Leadership
O & A== Musical Chairs

M &t &E2[7}F 7tsetote
O Underpricing 8 =& Zfotet 42 A 4t et= FA23d el 7HeljH| 0| 23]
X & (Ljungqvist et al, 2001)

7|gol Hell IBE dEie o] 225k 4(EU 7|E td)

Equity Issues M&A Mandates
1 Institutional Placement Capability 1 Understanding of our company’s needs
2 Understanding of our company’s needs 2 Quality of Product Specialist from IB
18 | Fee(charged by the IB) 14 | Fee(charged by the IB)

(A= : Brendan Wood International, 20044)
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IBY 5 M 3E ?|st 24 - Player2| &9&(2)

¥ Risk Attitude?| B35}
O x| 2 SHAMA 2 T K= Abe|

— Risk Taking &4
- X7| X122 MU 2 gZ5tK] 2

s

O ZE 4 e Wl ol M HI Moz 28lg els

10l=& S5l Issuerll £XX REE22E AlZ =td

SHUH (T EAL M 2])2| FaHH|E =d 2 SHLH2| PBR EH| W

[}
S

144 1.78

10
B |

Average Median Min

o
o2

=3

o

(K12 : 28Zt=2l, k| : %, FY04) (X2 : KRX, 2005 A10& 2+ 47H)
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U oM HHSI U= Global FXI28 e siAl olzd2 L

—

= EA2ME ZAXMOI HASchemeS 3 AXYH &H Jts

o
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2
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IBEF &dotE ?lot A -FF2 HE(1)

= Ul 7|22| Global Deal A| =Li IBO| MH F0d
O =2l 7| 2| Global Dealoll =1 IBE CHE

MRHSX 2 §2EHE &S, Ayt 7|l 18

=9 Al
O 7|t =21}
4 F&—> Track Record 58— Q75— Ay =t
Global Deal F=212PH 0| A =Lff Issuer2] 0|5l £ HHA
- 2l = A= = Issuer2 Ch= 8 2| investor2| Ofal & =[?4M

S| Ale] EX2H e ROt BRI E oAl 52 58

e— — -

O At 28 (Commercial Bank)2| 1172

= F= tE At 7t ot 2t of| 33 & T H|
2 st Ed, 58 A, 2005)
Bridge Loan, R &3t7t MK & thEY T Soll tish Al 51 S5tz ol uiat|
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=W FA2d 542| 9|0

Global IBE 0| &51H ==, 2f =0| =1 IBE S5l oF 5tL|?

U FASd 2| T F= OBt A=A S &3 Lol d&nt o2t

Global IB= 2 2 7| 2| Dealol| 2+l
O Global IBe| 2<% 2tofjstH| & 2
MEZ 7Y H4=0l=

E
A=A M 2 £ flaliM = =Ul FAI2A 2| F40] HIEHA

-

i
do

%

>
S
=

\d

19
H
10
N
=
=2
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Global Player?

Local = Global?
O =L FX}22 0| Global PlayerE X|&Fst= A2 & CHAOAM BN S7ts
Global Investor Network= 211 QI X| 25t 0| E€ e|et = A2 B =
22 5HL A
Sx &t

Global I1BO| A Dominant Local 1B

Local + Global?

O Global IB2}JVv
FA2Y S IvallM M3t B 0T
- FAR2A MM = SEAE JHO| |0 w2t =17t
=Zl=o| k=t
Global IB2} Local IB7} JZVE &oll @ 1A} = A2 FA 1712
THEH SHE F1 £ 2lelo|Lt Z2MEH R JVE F2I5t= dheto| vzt
31/39
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L_ocal Full Line

Dominant Local Player
O | 2MAE 22 Local Marketol| A 2| & & Zt3tol| & ZSslof &
LocalollA] 20| Hl 7} =| X| 231 = Global Player7t == A2 27t
Global Deal2| 4 Global IBEA| Al Gate Company<] & =&l

Local Marketo| M 2] M= 2 HIE S 2 &< olA|o}X|Y &= gbol m Al

Issuer Investor

Foreign Foreign
Foreign Domestic
Domestic Foreign
Domestic Domestic

ol EHAloAM =L SHAL] =F0| =ojof &
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Niche?

Niche Player2| 837t 27

O FXI2d d 2ol = 22l ZX(Economies of Scope), T+2.2| ZAXH|(Economies of

Underwriting, Financial Advisory, Principal Investment, Trading, Asset Management,

Brokerage

UM == o|Ale| #2E Z+FE Full-Line HouseZ7|

0

=

O = A2 E Zotetml 3 Lineol| £&1E Niche2l M3 7lsMd2 XS
n77|e] Fmof e S3HBe| 3 JHsM e SEs =X

A2 RH=2 37| S Apelel Ao wEt &7 Dealoll S215H= 1B
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kS Ul IBAFY 9] Al ZE(D)

Stylized Facts of IB Industry
O FA2d MH2 0 F HSE Al ET=E IA =

O Lt A|Fo| =11 LHH 7| & A Aol Hist7} LEELZ| o2 =

Concentration and VVolume in Underwriting Concentration and Volume in M&A
(CR8) (Volume(log)) (CR8) (Volume(log))
f 1125 4
111
5 - T T T T T T T T T T T
195
8 0
1950 1955 1960 1965 1970 1975 1980 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

(A= : Anand and Galetovic, 2001)
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S5 I IBARY S| AIBFTE(2)

o

Ao Hred T

02t

IBA &2 HHF =& &2 Of

O &= IBAZO| dF H ol 2 EF 2EAMEFHHMIL E 4

[ — |

= |
A 78 (Relationship Equilibrium)e| M2 7
4

BAEXE B8 AI(0|2 > IIAZNE E5H | 0|2

2 517| 0 2 S (Petersen and Rajan, 1995)

o

LA EX = 22X A ) oF

—_L_- O

X (Anand and Galetovic, 2001)

O
S
D
O
O
=
S
o
S
~+
W

- st A2 | M 7E0| X|LX[AH ot 4 CHE FA23 2| Undercutting 73 1

FALE Safl 2tEAIEol| Zigleh 1B
oot ol 5 HEfo M= FERLL| A EZY
Qi =2 1B2F AHef 5= Zd0] o|2jo] Ect= &

=)
& IB= = 20| &(Excess Profit) 2 5
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T IBAF O] A| BT E(3)

K

100
e
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5}
5|

O SH2[Ae| HF # = He7H3A

up

AL Ao A S OfLE LY 27 ol af

=)
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—
110

=3
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2L 1BAY O] A|EF T Z(4)

2 ol M SR o 7
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