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Abstract 

In the world of finance, mergers and acquisitions (M&As) are referred to as strategic agreements and 

arrangements involving transfer and consolidation of the company’s, businesses, or operational units’ 

ownership with other entities. M&As have major repercussions on the overall prospects, performance and 

profitability of the concerned banks besides simultaneously posing challenges for them. The purpose of this 

paper is to review the theories of mergers and acquisitions that explain the necessity, pros, cons and laws 

governing (M&As). These theories have been categorised as value increasing and value decreasing 

considering the impact they have on the merged entity. 
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I.    Introduction 

The banking sector in any economy is the prime source that supports all economic activity and propels 

economic growth and development. The growing financial needs of a developing economy in addition to the 

liberalisation efforts to meet global standards has made it imperative for the Indian Banking System to review 

its managerial and regulatory environment. The present-day scenario requires the banking sector to be equally 

competitive given the technological advancements and the prevailing operational risks along with market risk 

and interest rate risk. The Indian Banking System has been subjected to several experiments at the operational 

level in search of a suitable model that a mixed economy like India requires [1]. Banking systems can be 

equated to the heart of the financial system of an economy.  It acts as the most relevant instrument to cater to 

the needs of an economy and making it flourish. Indian Commercial Banks are being subjected to major 

overhaul, modifications and modernizations to gain synergies in their basic functioning and overall 

performance. The prominent means adopted worldwide are M&As which is a common jargon that explains 
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the combination and consolidation of entities or assets via variety of financial transactions, incorporating 

consolidations, tender offers, asset purchase, and management acquisitions. Mergers and acquisitions are 

interchanged quite frequently, although they possess differing legal connotations. In a merger, companies of 

equal size and strength constitute to form a new single powerful entity which may not be so in case of 

acquisition where by and large a bigger company absorbs the business of a smaller company. The approval 

of the target companies board determines whether a M&As is hostile or friendly. Another form of 

classification of M&As is horizontal (between similar industries), vertical (between a company and its 

suppliers or customer) or conglomerate (between unrelated companies). The differentiation between the 3 

forms of integration viz. a) Statutory mergers, where the target company no more exists as a separate legal 

entity and the balance sheet items of the target firm are acquired by a firm much larger than the target firm. 

b) In subsidiary mergers, the target firm continues its business although it becomes a subsidiary of the acquirer 

firm. c) Consolidated, under this form of integration, the target and acquirer firm both lose their identity, and 

a new entity is formed.  

Although M&As are eulogized, the process of integration is not hassle-free. A major part of discussion and 

contention is the valuation of the targeted entity by the acquirer. The modus operandi could be stock purchase 

or asset purchase. There is a counter argument that also state the impact that weaker banks have at the 

operational level of the stronger bank post-merger.  

 The Basel Committee on Bank Supervision (BCBS) framed recommendations in the form of Basel I (1998), 

pertaining to minimum level of capital requirements of financial institutions with the objective of containing 

credit risk. This was followed by Basel II (2004) which was the subsequent international banking regulations 

accord that constituted 3 essential conditions: minimised capital requirements, regulatory monitoring and 

supervision, and market health and discipline. Despite these major compliances Indian Banks did not set off 

on a path to becoming large scale to improvise efficiency although they were equally vulnerable to the threat 

from looming foreign banks. The possibilities that emerge are banks showing greater efficiency in the 

utilisation and management of capital or a greater demand for capital by more aggressive banks [2]. Later 

Basel III norms focused on four parameters viz. Capital leverage, funding, and liquidity. Basel III was 

introduced by the Reserve Bank of India (RBI) in 2003 with the agenda to make all commercial banks 

compliant with Basel III recommendations latest by the closing of the financial year 2019. As of now banks 

in India have 8% capital adequacy norm for meeting the capital needs.  

II.A.  Background 

The Banking system found its origin in 1770 with the first bank “Bank of Hindustan”. This was followed by 

the British East India Company establishing the Bank of Bombay in 1840, the Bank of Calcutta in1840 and 

later the Bank of Madras in 1843, which constituted the primary merger of Indian banks to form Imperial 
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Bank of India. Post-independence the Narasimham committee (1991) emphasised the consolidation of Indian 

banks to make them correspond if not, equivalent in size, to the global banks. They recommended merger of 

banks to create a three-tier anatomy, with 3 big sized banks having a strong presence globally, 8 to 10 national 

level banks at the middle tier while having regional & local banks at the bottom. Later in 1998, the second 

Narasimham committee strongly recommended the merger of big banks or financial institutions to enhance 

economic and commercial profitability. PJ Naik panel (2014) reiterated that governments either merge or 

privatise Public Sector Banks (PSBs).  

During the period prior to 1969, the government nationalised a set of fourteen private sector banks and as 

many as 46 of private banks were merged to take corrective action against the low performing banks. The 

time starting from 1969 to 1991 categorized as the pre-liberalisation period saw 6 private banks nationalised 

in 1980 and 13 mergers materializing between banks existing in the public sector and the private sector. 

Subsequently, the period after liberalisation that stretched from 1991 to 2015 experienced many reforms 

including 22 mergers and allowing direct foreign investments. In the year 1993-94, the Punjab National Bank 

was merged with the New Bank of India (NBI) to save its life followed by the Benaras State Bank Ltd. was 

merged with the Bank of Baroda in 2002 and further in 2004, the Oriental Bank of Commerce was merged 

with the Global Trust Bank which was in doldrums due to the erosion of its net worth.  

B. Consolidation of Banks during (2015-2017)   

The decision to merge the five subsidiaries namely: the State Bank of Bikaner and Jaipur (SBBJ), the State 

Bank of Hyderabad (SBH), the State Bank of Mysore (SBM), the State Bank of Patiala (SBP), the State Bank 

of Travancore (SBT) and the Bhartiya Mahila Bank along with State Bank of India in 2017, which was 

preceded by two other subsidiaries, the State Bank of Saurashtra and the State Bank of Indore that had been 

imbibed with the State Bank of India (SBI) in 2008 and 2010 respectively, placed SBI amongst the 50 largest 

banks on the globe. The result was an expansion of the customers to a sizeable 37 crores, the network of 

branches to 24,000 and 60,000 ATMs all over the country resulting in SBI becoming the largest bank in India.  

C. Challenging merger of BOB, VB & DB  

A strong case in point is the recent announcement about the merger of the 3 banks in September 2018, namely, 

the Bank of Baroda (BOB), the Dena Bank (DB) and the Vijaya Bank (VB).  After the merger announcement, 

the shares of Bank of Baroda and Vijaya Bank fell substantially, while shares of Dena Bank gained sharply. 

Interestingly, Dena Bank’s financial condition was the worst among the three banks and found under the 

ambit of RBI, Prompt Corrective Action (PCA) framework. This framework is a strategic move by the RBI 

to monitor, control and take corrective action on weak and troubled banks. The key factors requiring attention 

are the Capital to Risky Asset Ratio (CRAR) also known as Capital Adequacy Ratio (CAR), Non-Performing 
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Assets (NPAs), Return on Assets (ROA) and Return on Investments (ROI) while undertaking the revival 

activity.  

When heads of three banks BOB, VB & DB set sail into unexplored territories few could anticipate whether 

the Columbus in them would finally reach India or hit unknown lands of present-day America.  The herculean 

task assigned was to bring these banks at the same financial pedestal.  The most trying aspect in this merger 

was the non-available option of laying off the three heads. The newly created merged entity has about 9,489 

domestic branches of which nearly 10% i.e., about 941 branches belonged to the same locality. Thus, there 

is a need to bring down the count in this area. Another set of nitty - gritties relate to integration of technology 

which at the moment differs in all the three cases, assigning and conveying new account codes to all the 

clients, replacing cheque books and developing online banking systems [3].  

The biggest challenge arising out of mergers and acquisitions is the presence of emotional and social 

repercussions, than merely technical or managerial [1]. Quite often banks merge only on papers while the 

customers, employees and officials are likely to confront friction and dissatisfaction. The merger of weak 

banks with the healthy ones sometimes may add to the crisis in the banking system and is less likely to resolve 

the NPA crisis. It may also result in added problems faced by the minority shareholders who are at mercy of 

majority shareholders, human resource and cultural issues may also add up to the existing issues. Such 

mergers also hamper the government’s endeavours of reaching the rural, remote and backward regions 

through financial inclusions as these mergers end up consolidating the smaller loss-making banks. The 

problem of NPAs could be addressed by the government through other market-based resolution plans such 

as the Insolvency and Bankruptcy Code (IBC). Likewise, the PCA work has under its surveillance 11 stressed 

banks to take care. Some of the measures to improve the prevailing conditions of these PSBs through 

inculcating good governance through the Bank Board Bureau (BBB) and establishing infrastructure 

development banks that could relieve the PSBs of infrastructural loans are a major component of stressed 

loans. Due care needs to be taken to ensure that mergers do not end up weakening a strong bank and result in 

synergies and scale efficiencies.  

The Government of India is planning to introduce an exhaustive plan for refunding of the public sector banks 

under the nomenclature of “Indradhanush 2.0”. The urgency of this move is to ensure that PSBs maintain 

solvency while complying with the capital adequacy norms as deliberated by the central bankers from all 

over the world. An announcement was made in 2015 wherein the Government had undertaken to contribute 

Rs. 70,000 crores (over a 4-year period) into the state-run banks [4]. To fulfil the Basel III norms banks would 

require raising another 1.1 lakh crores as finances to cover the requirement of capital as per the norms and 

recommended levels of the global risk. 
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The discussion above makes it amply evident that M&As of banks have been part of the history of the banking 

sector. 

III.    Legal Provisions for Bank mergers 

 The procedure for merger of banks is covered under the Banking Regulation Act (BRA), 1949.  So, the final 

proposal of merger is placed before the Parliament for approval and should be given consent by the 

government in consonance with the Reserve Bank of India (RBI). According to the Banking Regulation Act 

(BRA), 1949, mergers are bifurcated into: - 

(a) Voluntary: Section 44(A) of the BRA lays down the provisions and procedures for the voluntary mergers 

[5].  Two banks may be merged into one if the shareholders give their approval with a majority of ⅔ in value 

of shareholders. This consent of shareholders is only after being approved by the RBI.  Quite often the scheme 

for mergers is encouraged by considering the interests of the depositor’s post amalgamation or merger. 

(b) Compulsory: Section 45(4) of the BRA lays down the provisions for compulsory merger of banks with 

other banking institutions unlike the voluntary merger compulsory mergers, is without the consent of its 

members and is often enforced due to the weakening of the bank and for guarding the interests of the 

depositors [6]. Voluntary merger does not permit a banking company to merge with a nationalised bank or 

another financial entity while RBI is empowered to allow merger or amalgamation of one banking company 

with another. It also permits mergers with nationalised banks and other banks belonging to the private sector 

or the public.   

 IV.    Objective of the Paper 

This paper attempts to a) review, and explain the theories of M&As, b) to develop a theoretical framework 

highlighting the windfalls and pitfalls of M&As. 

V.    Rationale for M&As 

In the past, PSBs in the Indian economy have been highly fragmented. Large-sized banks adopt higher 

professional standards, can reduce cost of operations thus become more competent in facing global 

competition. Merger of banks will facilitate closure supervision by the government and enhance profitability. 

These measures would satisfy the growing demands or credit for the sustenance of the economic growth and 

help deal with stressed loans promptly. Non-Performing Assets (NPAs) or stressed loans would be handled 

better as banks would consolidate resources and manage risks better. Another advantage of mergers would 

be the reduced dependence on the government for capital and would lead to greater capital generation 

opportunities for the merged entity. With large-sized banks in operation, the operational risks would come 

down and with less competitors in the financial sector greater concentration of payment and settlement flows 

http://www.jetir.org/


© 2019 JETIR February 2019, Volume 6, Issue 2                                                       www.jetir.org (ISSN-2349-5162) 

JETIR1902E71 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 1940 
 

would happen. Larger banks also are more adept at offering a wide range of products and services. Multiple 

higher executive posts will also tend to be streamlined when banks come under a single umbrella resulting in 

major financial savings.  

In the study of consolidation in the Nigerian banks Imala (2005) [7] highlighted eight factors responsible for 

M&As in the financial services sector. These are savings in cost, increased revenue, reduction in risk, newer 

developments, removal of regulations, integration and globalisation, greater financial stability, and increased 

pressure from shareholders for greater profit and returns on investments. 

● Increased Diversification:  Each business that joins hands to consolidate into one brings its own set of 

specialization leading to a new diversified unit with many more dimensions. 

● Economies of Scale: Any business is subject to large scale economies owing to technical, managerial, 

financial factors that provide efficiency in allocation of resources across the company. It also results in cost 

cutting leading to increased performance.  

● Accelerate Growth: The resulting inflow of additional resources in terms of finances, assets and 

manpower undoubtedly provide increased opportunities for growth and improved performance. 

● Financial Synergy: The synergistic effect that explains the combined effect of two or more agents / 

organisations to be higher than the sum total of their independent effects which is bound to materialise by the 

joining hands or merger of two entities. 

● Risk Reduction: The impact of increase in economies of scale, reduced costs, greater additional resources 

and enhanced diversification, all these new developments lead to reduction of risk.  

● Tax Benefits: These accrue when one of the companies has a sizable taxable income while the other has 

substantial tax losses which will enable to lower the tax liability. This is more of an outcome rather than a 

reason for M&As. 

VI. A.   Research Papers on theories of M&As 

There are various motives as to why companies adopt M&As route to growth and expansion. On synthesizing 

the previous research, the basic contention lies in creating value of the consolidated firm. The whole 

perspective is that synergistic benefits would approve out of M&As. On the contrary, where the premium 

paid on takeover and the integration costs are higher, M&As do not create synergy nor add to the value of the 

firm.  

The theories of mergers and tender offers were explained by Weston et al (2011) [8] and three points emerged 

viz. a) the reason for the merger, b) the consequences of the merger on the valuation of the firm and c) the 

process involved in the mergers. According to them, economies of scale and transaction costs explained the 

monetary benefits of the announcement of M&As.  
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The fact that M&As act as mechanisms to eliminate inefficient management of the target firm was observed 

by Kumar and Rajib (2007a, b, c). This inefficient management theory becomes the basis for mergers of 

unrelated businesses. This is intune with the differential efficiency theory, but it mentions that managers 

possess expertise but do not exploit it fully. Therefore, the efficient ones take better charge of the assets of 

the other companies, as compared to the existing inefficient managers.  

Motis (2007) categorized the motives of M&As into two theories. The first motive named industrial 

organisation theory included reasons such as increasing market power and improving efficiency. These 

motives he called are value increasing activities. The second names corporate governance theory included 

solving agency problems and resolving internal inefficiencies. These motives he called are value decreasing 

activities.  

B.    Research Papers on impact of M&As on performance 

Müslümov (2002) concluded synergy to be one of the main ingredients, inducing a total of 56 firms that 

undertook mergers in the US. The improvement in the flow of funds and the effectiveness in the use of assets 

and increase in sales figures were attributable. The merger created additional value and showed improvement 

of the acquiring firm. Non-parametric tests were used to test post-merger performance. To analyse the various 

motives for M&As, Mehta & Kakani (2006) observed that there were numerous reasons for Merger and 

Acquisitions in the Banking Sector in India. They observed that fragmented Indian banks might have 

benefitted the customer due to the level of operation among banks, but hardly had any presence in global 

banking.  

Mantravadi & Reddy (2007) assessed the effect of merger on the operational functioning of the acquirer firms 

in contrasting industries with the help of financial ratios before and after the merger. They observed all 

mergers belonging to Indian public limited and trading companies during the period 1991 to 2003. Their 

results revealed that post-merger very little difference was observed in the operational performance of banks. 

The influence of announcements pertaining to mergers on the shareholders of the five banks that got merged 

in the Indian Banks scenario, was studied by Anand & Singh (2008). They covered the mergers of the Times 

Bank with the HDFC Bank, the Bank of Madurai with the ICICI Bank, the ICICI Ltd with the ICICI Bank, 

the Global Trust Bank with the Oriental Bank of commerce and the Bank of Punjab with the Centurion Bank 

and concluded that the announcement of the merger of the Bank witnessed a positive and noteworthy impact 

on the shareholder’s wealth.  They used event study for demonstrating the positive impact of merger on the 

bidder banks. R. Srinivasan et al., (2009) gave their opinion on financial compulsions and complications of 

M&As. They favoured the case for consolidation and the resulting synergy post-merger. They concluded that 

mergers were for making large-sized firms but there was risk involved in mergers. Kuriakose Sony et al., 

(2009), analysed the procedure of valuing and the authenticity of swap ratio settled in discretionary 

amalgamation in the Indian Banking sector. They observed that in many cases the settlement swap ratio was 
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inappropriate compared to the firm's financials. Sinha & Gupta (2011) conducted a study on firms prior to 

and after the merger and deduced that M&As had a positive impact on the profits and earnings, but in many 

other cases liquidity showed a decline.  

After reviewing the literature on M&As the last section of this paper throws light on the various theories of 

M&As that have explained the contributory reasons and consequences of mergers. 

VII.    Theories of Mergers and Acquisitions 

Over the years numerous theories have been propounded, some of which justify the reasoning and the 

consequential impact of M&As while others contradict and criticize mergers.  The two schools of thought 

have been categorised as value increasing theories and value impacting between the acquiring firm and the 

targeted firm, which in turn provides a boost to the valuation of the firm [9]. Some of these theories are the 

Differential Efficiency Theory (DET), the Synergy Theory (ST), the Agency Theory (AT), and the Bank Pro-

Concentration Theory (BPCT). The value destroying theories advocate that merger fail to create value and it 

is indicated that banks almost 60% to 80% are categorized as failures (Singh 1999). The examples falling 

under this category are Hubris theory and Pro-Deconcentration theory. 

A.   Efficiency/Value Building Theories  

1. Differential Efficiency Theory 

This theory provides the logic that those companies which exist at suboptimal levels operationally 

would benefit and it is in their interest that such companies be taken over by another company whose 

management is more efficient than the previous one. Another implication is that such an inefficient 

company would always be in the throes of being taken over by a stronger company. Such mergers 

will be particularly beneficial when they belong to the same industry, creating reduction in costs due 

to efficient utilisation of resources.  The basis of the success of this theory lies in the managerial ability 

of efficient firms to recognise firms with good prospects but functioning at low level of efficiency. 

The only problem area could be if the acquirer pays too heavily for the target company, thus, washing 

out the likely benefits yet to be accrued.  

The managerial synergy hypothesis which is the extended version of the Differential Efficiency 

Theory states that firms with efficient management teams with great competency seek to invest their 

surplus resources in firms lacking managerial abilities.  This often happens in mergers between non-

related industries where the acquiring firm benefits from the other organisation’s capital and gains ‘a 

toehold entry’. Efficiency theory predicts positive benefits to both the parties involved the acquiring 

firm and the merged firm, they suggest that operational synergies get created and gains in efficiency 

are materialized due to cost effectiveness of scale & scope and transference of knowledge.  
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2. Inefficient Management / Undervaluation Theory 

Inefficient management is one reason for a firm to be undervalued thus, becoming a motive behind M&As. 

This happens when management functions below its potential capacity. It, therefore, becomes lucrative 

to another firm with efficient management to include such an underperforming firm in its ambit. 

3. Information and Signaling Theory 

The basic premise of this theory is that different sets of investors behave, and act differently given 

different sets of information. The announcement of a merger signals to the market about the likely 

effect of the deal on the firm’s value. It might even get reflected in a major rise in the value of the 

targeted firm or in the ensuing cash flows. This information asymmetry and associated predictions 

might affect the acquiring firm’s offer price.  

4. Market Power Theory 

Another reason for mergers is explained by this theory which summarizes the main motive behind all 

mergers to be the substantial enlargement in the firm’s share in the market. This enables the acquiring 

firm to yield more power which often results in creation of monopolies or intense competition amongst 

the larger companies. The market power theory thus proposes the increase in market power due to 

increase in the size of the firm.  

5. Synergy Theory 

Synergy refers to a concept where the combined force and power of two entities is substantially higher 

than the sum of its individual parts. These are of two types: financial and operating synergy. This 

theory states that internal financing due to its very nature is cost effective in contrast to external 

financing resulting in financial synergy. When two firms merge their potency in servicing the 

collective debt is higher than the sum of their capacities individually. Other considerations could be 

savings in taxes and reallocation of pooled capital. Likewise, operating synergy results from combined 

use of resources, machinery and manpower. 

6. Strategic Realignment Theory 

This theory explains the need of companies to ongoingly create strategies to counter the changing 

economic environment. The uncertainty in the business environment is therefore, yet another reason 

for mergers as companies attempt to grow through diversification. Moreover, growth through M&As 

is much more expedited than any other internal growth strategy. 

7. Diversification 

This theory states that mergers are preferable routes for expansion than internal growth. This is owing 

to restrictions in the timing and non-availability of diversified resources within a single entity. 

Reputational capital is a direct value addition besides expansion geographically and/or in terms of 

products and services. 
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8. Bank Concentration Theory 

Bank concentration theory was propounded by Demirguc-Kunt and Levine in 2000 and Boyd and 

Runkle in 1993. This theory propagates the idea that a small number of banks are ideal as it promotes 

economies of scale. Likewise, reduced concentration in banks could be attributed to reduced number 

of a few and dominant large-sized firms and /or increase in size of the under-performing (smaller) 

firms. Bank concentration theories are categorised into Pro-concentration (value increasing) and Pro-

deconcentration (value decreasing). 

Pro-concentration theory  

According to this theory the large-sized brings about economies of scale that promotes increased 

concentration resulting in greater efficiency. The proponents of this theory argue that greater bank stability 

is a consequence of increased bank concentration.  They further state that it is easier to manage and supervise 

large banks that are few than monitoring a large number of small banks [10]. This theory promotes a few 

large banks with the belief that they are less vulnerable to crises and “too big to fail”.  

B.    Value Decreasing Theories 

1. Agency Theory 

Agency theory finds its origin in economics, derived in information economics (Jensen and Meckling, 1976). 

This theory is based on the premise that conflict arises irrespective of the principal and agent both being 

rational in their approach.  Agency theory critically analyses the role played by the managers (agents) in 

working towards their own personal utility and not catering 100% to the interests of the shareholders 

(principal). But these decisions carry personal biases and cannot be categorized as erratic or irrational.  Rather, 

they are opportunities availed at the cost of the principal with full awareness and selfish motive where superior 

information is used to take advantage. 

2. Eat or Be Eaten theory 

Gorton, Kahl and Rosen in 2005, put forth the Eat or Be Eaten theory to explain the behaviour of various 

mergers that took place in US starting 1970s up to late 90s. The basic thought behind the theory is the fact 

that the managers favour independence rather than be acquired by another firm.  To avert such risks of 

acquisition and become a prey they rather acquire to be a predator. This strategy ensures that by acquiring a 

smaller firm, a medium sized firm can stall any attempts of acquisition by a larger firm. This can be 

summarized as a move to maintain an entity's independence, increase its size and save the jobs of the 

managers.  Thus, a firm would rather eat someone rather than being eaten by anyone.  
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3. Hubris Theory 

This theory is more of a psychological explanation to managements over optimism resulting in erroneous 

decisions that may be overpriced. Thus, overconfidence leads to overestimation increasing the probability of 

overpaying. This theory also elaborates the ‘winner’s curse’, wherein post-merger announcement, where the 

shareholdings of the acquirer firm sometimes face loss in the prices of shares, while the target firms enjoy 

the rise in price. 

4. Pro-Deconcentration Theory 

The promoter of this theory believes that concentration results in big conglomerates often obstructing 

competition and reducing efficiency.  In other words, they become “too big to be disciplined”. Quite often 

these big banks with political influence interfere in the government policy making and intervene in stock 

market developments. Another viewpoint is that concentration increases fragility and sometimes greater 

facilities in the form of subsidies may trigger banks to adopt unproportionate risk taking strategies resulting 

in bank failures. Thus, this theory criticises concentration and finds it undesirable, unethical and promotes 

more disparities in the socio-economic structure. 

All these theories explain the mechanics of M&As along with the impact on the value and the performance 

of the merged entities. 

VIII.    Conclusions 

Banking sector has been subjected to noteworthy changes and developments. This paper discusses the history 

of bank mergers, its legal framework, need for M&As, post-merger challenges, literature review and theories 

of M&As. It can be deduced that mergers and acquisitions are instruments to hedge banks against financial 

crises. The strong bank undertakes to bear the losses and clears the book of accounts of the weak bank. In the 

year 2017, 5 subsidiaries of SBI along with Bhartiya Mahila Bank merged with SBI. The forethought was to 

have a smaller number of strong banks instead of having many weak banks. This merger of SBI brought its 

name in the listing of the top ranking 50 banks, in the banking sector in the world. 

We conclude that these theories have sound premises and justifications but lack the depth to individually 

define and describe the entire process of M&A.  Moreover, the costs of M&As vary from one entity to another 

and so do the performance results of the combined entity. Adequate precaution and awareness need to be 

undertaken to ensure that one bank is not sacrificed to save the other bank’s soul and that the interests of both 

the banks are well balanced and taken care of. In a nutshell M&A cannot be treated as a strategy to bail out 

weak banks. 
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