M&A negotiation simulation 
- This simulation builds on a fictive case scenario - 

The banking industry 
The markets for banking products demonstrated limited growth in the last years (around 1 percent). Profitability remained on a low level, though slight increases were observed. The return on equity (RoE) was on average at around 6 percent in global banking. Many international banking markets experienced a growth in productivity driven by declining numbers of employees in relation to income generated: consolidation, process simplification and digital services have contributed to this development. 
The German banking industry saw a decline in the average RoE and remained with a RoE of 4 percent below worldwide benchmarks. One of the major reasons for the low performance of the German banking sector was that there were still too many banks in comparison to the population. 
However, German banks also need to catch up in terms of finding new ways of engaging with their customers. In this regard, for instance, the Scandinavian banking industry was among the outperformers. In addition to facing less fragmented market structures and stronger pricing power, Scandinavian banks demonstrated the lowest total staff expenses over total income (with around 25 percent) and take a frontrunner position when it comes to digitalization and mobile services. 

Strategies to win in the banking industry 
Several strategies have been used by banks all over the world to improve their strategic positioning. Consolidation is one of it. Industry experts observed a decline in the number of banks by 11 percent in the last three years. Other strategies involve shared infrastructure and utilities, outsourcing, and strategic partnerships (e.g. related to ATM infrastructure, joint service centres, and recently mobile and online payments activities, and payment processing, verification, and acceptance). 
In addition, a reinvention of business models is often recommended by consultancies. That is, banks have to put a stronger focus on the customer and to superior customer experience. One of the strategies that could assist the creation of a superior customer experience is the usage of big data analytics. Analytics help in understanding the customer and his/her needs and provide relevant predictions when it comes to future behavior. Functionalities that enable a digitalization of the business model with an optimized and more efficient sales process while at the same time not loosing interaction with the customer are the ways forward. 
Interestingly many banks especially in Europe remained focused on their national markets and did not tap the potential benefits of internationalization.

The M&A 
Against this background, merger plans between a German and a Danish bank are finalized, with the deal being announced in the media already. Press releases indicate that the M&A is “a merger of equals” that aims to create a “Northern European financial institution” in which the “two partners are complementing each other like yin and yang”. 
The details of the M&A still need to be agreed upon, however. The negotiating teams of both partners, HSPA (the German partner), and Zeta bank (the Danish partner) are meeting to agree upon a few outstanding, yet fundamental aspects of the deal. Most importantly the meeting should fix the name of the new organisation, the location of the headquarters, the leadership structure, and positively termed the distribution of synergies that are expected to result from integrating some of the operations. 

HSPA 
HSPA was founded in 1867 as a bank with a focus on the Hamburg area; a focus that it maintained over the years with some enlargement towards the northern region of Schleswig Holstein. It currently employs around 5,000 employees and offers banking products for private customers and small and medium-sized firms. It has about 150 branches and around 50 self-service banking terminals all over the region, 45 branches to consult the business customers and three branches for private customers who are characterized as extremely wealthy. Its current customer base is around 1 million and it has almost 100 percent awareness among the population in the Northern area. 
The bank’s culture can be described along a “hanseatic tradition”, being conservative, cautious, reliable and loyal to its surrounding. It puts a focus on personal service as a USP in the market. Its CEO, Dr. Amsel, holds his position for more than 20 years and reflects well on the more traditional values of the bank. His modernization attempts focused so far very much on the design of branches which should offer a space to meet and feel comfortable in, emphasizing personal relationships – following the idea to put the customer in the focus. 
HSPA offers an internet banking service and is active in developing mobile services, yet as compared to other players – even in the German market that lacks somewhat behind in terms of adopting mobile services – it is not perceived as an exceptionally modern player in these areas. The bank is struggling to involve with younger customers and was recently losing momentum in the young age groups and likewise start-up scene. 

Zeta Bank
Zeta Bank was founded as direct bank with a focus on digital services in 2014 in the Danish market. As a start-up in the market it evolved quickly and grew to a customer base of 200,000 recently offering banking, brokerage and traditional savings and loans to its customers. It offers personal and business accounts; 24/7 customer service; joint accounts; an app that gives the customer instant notifications and insights. Zeta Bank charges no fees overseas and makes use of Touch ID in its security mechanisms. Its CEO Kasper Larsen implemented a modern, start-up like atmosphere with low power distance between the upper and middle or even lower management levels. The Danish financial magazine “Penge & Privat Økonomi” characterizes the culture of Zeta Bank as “unpretentious, dynamic and extreme ambitious carried out by a strong, young management team.” The bank demonstrates outstanding growth (about 5 percent annually), high RoE (after tax 14 percent), but struggles with solvency requirements.
Zeta Bank has managed to achieve at this customer base among others using a series of modern social media campaigns; its customer base can be characterized as young, urban professionals who are heavily relying on technology and smart services in their daily lives. Zeta Bank became well known for delivering state of the art technologies in digital and mobile banking. Internally, it was excellent at employing machine learning algorithms to identify risks among customers, but also to identify preferences and develop a system offering its customers what they would need. Currently, it has 6 branches in Denmark, located in urban areas of Copenhagen, Aarhus, Odense, Aalborg, Esbjerg and Silkeborg. Although focused on the national Danish market, it employs a quite diverse workforce of currently 200 employees (of which 80 percent are under the age of 35 and  60 percent are female) and uses English as the official firm language. Zeta Bank plans to accelerate the number of its customers even further and to expand its portfolio of banking products; in addition, it considers combining digital banking with cryptocurrency services into a single platform. Moreover, Zeta Bank plans to expand into the largest cities in Norway and Sweden.
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