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Dexia, the twin-headed Belgo-French banking group, is merging its Belgian and French units to create an integrated group valued at E11bn (Pounds 6.9bn) in a move that could lead to yet more consolidation in European banking.

The group, created through the 1996 alliance of Credit Communal de Belgique and Credit Local de France, said the merger would allow it to participate fully in the frantic round of banking restructuring in Europe.

It is expected that the move could be followed by a further tie-up, with market speculation centring on France's SocieteGene rale as a likely partner after its failure to take over Paribas.

Analysts believe Dexia's move to end its dual-centred structure, modelled on Fortis, the Belgo-Dutch financial giant, would give the group more clout to carry out a sizeable takeover, or make it a more attractive partner for a bigger group.

Dexia said yesterday it was in talks with SocGen, but stressed these were limited strictly to co-operation between its French arm and Credit du Nord, SocGen's second retail network.

The merger will be achieved through a one-for-one share offer by Dexia Belgium for Dexia France, valuing the latter at E5.9bn - a 10 per cent premium to Thursday's closing price.

Shares in both were suspended on Friday after news of the deal leaked.

If take-up of the offer is greater than 90 per cent, a 2.5 per cent bonus will be added in shares. That would be equivalent to a 41-to-40 exchange ratio, valuing Dexia France at E6bn, or a 13 per cent premium to Thursday's close. Dexia said the move would create a single holding company, incorporated in Belgium and quoted in Brussels, Paris and Luxembourg, making its shares easier to trade.

But it insisted the group's Franco-Belgian character would remain intact, with an equal number of French and Belgian directors.

Dexia Belgium's advisers were Morgan Stanley Dean Witter, while Dexia France was advised by J.P. Morgan and Rothschilds.

