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Abstract 

In Indian banking sectors Mergers and Acquisitions has become admired trend throughout the country. A 

large number of public sector bank, private sector bank and other banks are engaged in mergers and 

acquisitions activities in India. Mergers and acquisitions represent a widely used technique to increase the 

rate of growth in the size of the firm as well as its market share. Banking sector is the most leading in India 

has been among the top performers in the markets. Banks being a front line financial institutions in our 

economy working under intense and healthy competition. Indian banks have opted for Mergers and 

Acquisitions as a strategic tool for global entry mode and expansion in future. Mergers and Acquisitions is a 

pre-requisite that lead banks to the phase of consolidation amongst banks in future.  
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INTRODUCTION 

Mergers and Acquisitions are considered as a relatively fast and efficient approach to expand into new 

markets and incorporate new technologies. The main aim behind used strategy by firms is to strengthen and 

sustain their position in the market place. Mergers and Acquisitions have played a major role for corporate 

restructuring and financial services industry. We can find many evidences that their success is by no means 

assured. Pressures on the employees of banks around the world have been manifold across, entry of new 

players and products with superior technology, globalization of financial markets, changing demographics 

of customer behavior, consumer pressure for wider choice and low cost service, shareholder wealth demands, 

shrinking margins.  

Mergers and acquisition defined  

The verbalization of business over the past decade has spawned a search for competitive advantage that is 

universal in scale. Companies have followed their customers - who are going global themselves as they 

respond to the pressures of obtaining scale in a rapidly consolidate global economy. In combination with 

other trends, such as increased deregulation, privatization, and corporate restructuring, verbalization has 

urged a never seen before strong wave in merger and acquisition activity. Mergers and acquisitions are the 

hot topic in today's business world. Mergers and acquisitions have become widely favoured or admired by 

different companies having different motives. Be it the survival issue, or the profit maximization, or the 

strengthening of the economy of the business, mergers and acquisitions are the most talked about topic in the 

competitive world.  

"An acquisition is said to occur if one corporation buys either assets, net assets (assets - liabilities) or stock 

of another corporation." Robert N.Anthony  

A takeover is similar to an acquisition and also implies that the acquirer is much larger than the acquired.  

Takeovers- "A series of transactions whereby a person (individual, group of individuals or company) 

acquires control over the assets of a company, either directly by becoming the owner of those assets or 

indirectly by obtaining control of the management of the company."  

Amalgamations- "A combination under a single head of all or a portion of assets and liabilities of two or 

more business units by merger or consolidation." Eric L.Kohler  

Statement of the problem  

The world is in a state of flux, being influenced by the forces of globalization and fast technological changes 

and as a consequence firms are facing intense competition. To face the challenges and explore the 

opportunities, firms are going for inorganic growth through various strategic alternatives like mergers and 

acquisitions, strategic alliances, joint ventures etc. The Mergers and Acquisitions are arguably the most 

popular strategy among firms who seek to establish a competitive advantage over their rivals. There are 

various reasons behind firms going for Mergers and Acquisitions. The Mergers and Acquisitions deals are 

common not only in the developed countries but also have become more apparent in the developing countries. 
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With increasing competition and the economy heading towards globalization, mergers and acquisitions are 

expected to occur at a much large scale than any time in the past and have played a major role in achieving 

the competitive edge in the dynamic market environment. While financial service and communication 

services were leading in the Mergers and Acquisitions race, there were many Mergers and Acquisitions dealt 

in banking sector as well and hence the study.  

Significance of the study  

The economic liberalization has resulted in many mergers. Many studies have been conducted on different 

mergers. The merger of public and private sector banks in India have created a great boom in the Indian 

economy. It creates many problems among the customers and in many sectors. No empirical study has been 

conducted so far on the pre and post-merger profitability, return etc.. It is therefore significant enough to 

make a study on this. Thus this study would help in understanding and forecasting the probable effects of 

merger, on various factors that can arise in the big merger of public sector banks that would come to effect 

from 1st April 2020.  

 Scope of the study  

The scope of the study is limited to some of the public and private sector banks that are merged in the recent 

years. The data before and after the merger were taken into consideration. 3 years before and 3 years after 

the merger has been taken for the study. Certain selected ratios like quick ratio, operating expenses to total 

fund ratio, asset turnover ratio, total income to capital employed ratio, capital adequacy ratio, total debt to 

owners fund, dividend payout ratio to net profit, return on net worth and net profit margin were taken for the 

study. Each ratio are analyzed using descriptive statistics and also pre and post data are analyzed.   

Objectives of the study  

The following are the objectives of the study:  

 To identify the relationship between the various financial variables and financial performance of 

banks.  

 To examine the impact of mergers and acquisition on financial variable; pre and post amalgamation.  

 To analyse the possible effect of mergers  

 Hypothesis   

The hypothesis under the study are as follows:  

1. There is no significant difference in quick ratio in the pre and post amalgamation period of bank.  

2. There is no significant difference in operating expenses to total fund ratio in the pre and post 

amalgamation period of bank.  

3. There is no significant difference in asset turnover ratio in the pre and post amalgamation period of 

bank.  
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4. There is no significant difference in total income to capital employed ratio in the pre and post 

amalgamation period of bank.  

5. There is no significant difference in capital adequacy ratio in the pre and post amalgamation period 

of bank.  

6. There is no significant difference in total debt to owners fund ratio in the pre and post amalgamation 

period of bank.  

7. There is no significant difference in the dividend payout ratio in the pre and post amalgamation period 

of bank.   

8. There is no significant difference in the return on net worth in the pre and post amalgamation period 

of bank.  

9. There is no significant difference in the net profit margin in the pre and post amalgamation period of 

bank.  

Research methodology  

The research methodology is the systematic, theoretical analysis of the methods applied to a field of study. 

It comprises the theoretical analysis of the body of the methods and principles associated with a branch of 

knowledge. It deals with a range of ways to make the most out of solving key research problems. The choice 

of the appropriate method of assessment arrived at through a comparison between the objectives and the 

variance alternative routes.  

This study seeks to analyse the impact of mergers in banking industry. The data relating to the banks were 

collected from different secondary sources. The sample of banks were drawn by way of convenient sampling.   

 Research design   

Research design is the plan, structure and strategy of investigation conceived so as to obtain answers to 

research questions. Research design is purely a framework or a plan for study that guides in the collection of 

data. Analytical research design is adopted for analyzing the data.  

 

 

 

 

Area of study   

Five commercial merged banks namely; State Bank of India, Industrial Development Bank of India, 

Industrial Credit and Investment Corporation of  

India, Punjab National Bank, Housing Development Finance Corporation were taken into consideration for the 

purpose of analysis.   
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Sources of data  

The data’s needed for the study is collected through the secondary sources for the smooth conduct of the 

study. These are the data already collected by someone else. This includes books, newspapers, journals etc..  

Sample size   

The sample size used for the study is, the 5 popular banks in India. 

 Sampling technique  

The sample technique used for the study is convenient sampling technique. As the banks chosen under study 

is according to the convenience.  

 Tools for analysis of data  

The data collected from different secondary sources are analyzed using the descriptive statistics and t-test, as 

the samples under study is less than 30. 

Limitations  of the study   

• Only merger of 5 banks were taken under the study, thus the information on other commercial bank 

merger were lacking.  

• Only 3 years data before and after the merger were used. This may reduce the accuracy of the 

assumptions made.  

• Only selected ratios were used for the study because scope of the study is too large.  

• Financial variables alone are not the factors to be analyzed for merger, there are much more factors 

which may go endless. 

Review of literature 

Jayashree R Kotanal (2016) Mergers and Acquisition is a useful tool for the growth and expansion in any 

industries and the Indian banking sector is no exception. It is helpful for the survival of the weak banks by 

merging in to the larger bank. This study shows the impact of Mergers and Acquisitions in the Indian Banking 

sector.  

CA. Sanjeev Kumar Gupta, Dr. Sambit Kumar Mishra (2017) explains mergers and acquisitions and 

corporate restructuring are a big part of corporate finance world. Mergers and acquisitions which bring 

separate companies together to form larger ones. This paper highlight on the various ways of the mergers 

and acquisitions and regulatory implications on the mergers and acquisitions entities.  

India- Ratings (2018) revealed that asset-liability mismatch of the smaller banks such as Vijaya & Dena 

banks can be better addressed at the consolidated advantage. Merger could bring about material operating 

efficiencies over time reducing combined operating costs, lower funding cost and strengthened risk 

management practices on a consolidated basis and may set as a roadmap for further consolidations in the 

public sector banking space.  
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Theoretical profile  

Banking sector Profile  

Banking sector has always been regarded as an important and necessary financial sector in the economy of 

India. Without a sound and effective banking system in India it cannot have a healthy economy .The banking 

system of India has not only become hassle free but it is also able to meet new challenges posed by the 

technology and any other external and internal factors. The basic origin of banking is very old during the 

pre-Independence days. Earlier there were a group of rich dominating people called The Famindars and The 

Sahukars. These were regarded as some of the upper class people who had a strong financial background and 

used to lend money to the poor farmers at their own preferable rate of interest. Therefore we can say that the 

banking sector in India is a very old sector which has supported the Indian economy from olden days.  

The banking sector has provided a strong backbone for the Indian economy The International banking 

scenario has shown major turmoil in the past few years in terms of mergers and acquisitions. Deregulation 

has been the main driver, through three major routes – dismantling of interest rate controls, removal of 

barriers between banks and other financial intermediaries, and lowering of entry barriers. The Indian banking 

system, with one of the largest banking networks in the world, has witnessed a series of reforms over the past 

few years like the deregulation of interest rates, dilution of the government stake in public sector banks 

(PSBs) and the increased participation of private sector banks. The growth of the retail financial services 

sector has been a key development on the market front. Indian banks (both public and private) have not only 

been keen to tap the domestic market but also to compete in the global market place.  

New foreign banks have been equally keen to gain a foothold in the Indian market. The banking system in 

India is significantly different from that of other Asian nations because of the country's unique geographic, 

social and economic characteristics. India has a large population and size. A diverse culture and extreme 

disparities in income, which are marked among its regions. There are high levels of illiteracy among a large 

percentage of its population but, at the same time, the country has a large reservoir of managerial and 

technologically advanced talents.  

TYPES OF BANKS  

In 1935, ‘The State Bank of India Act, was passed, accordingly, ‘The Imperial Bank of India’ was 

nationalized and State Bank of India emerged with the objective of extension of banking facilities on a large 

scale, specifically rural and semi – urban area and for various public purposes. In 1969, fourteen major Indian 

Commercial Banks were nationalized and in 1980 six more were added on to constitute the public sector 

banks. Commercial Banks in India are classified as Scheduled Bank and Non Scheduled Banks.   

1. Scheduled Banks  
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2. Nationalized Banks  

3. Non- scheduled Banks  

4. Old private Banks  

5. New Private Banks  

6. Foreign Banks  

8. Co-Operative Banks  

BANKING SECTOR REFORMS IN INDIA  

Banking Sector reforms were initiated to upgrade the operating standard health and financial soundness of 

the banks. The Government of India setup the Narasimham Committee in 1991, to examine all aspects 

relating to structure, organization and functioning of the Indian banking system the recommendations of the 

committee aimed at creating at competitive and efficient banking system.  

Another committee which is Khan Committee was instituted by RBI in December 1997 to examine the 

harmonization of the role and operations of development financial institutions and banks. It submitted its 

report in 1998. The major recommendations were a gradual more towards universal banking, exploring the 

possibility of gain full merger as between banks and financial institutions.  

Then the Verma Committee was established, this committee recommended the need for greater use of IT 

even in the weak public sector banks, restructuring of weak banks but not merging them with strong banks, 

VRS for at least 25% of the staff. The Banking Sector reforms aimed at improving the policy frame work, 

financial health and institutional infrastructure, there two phase of the banking reforms. Narasimham 

Committee provided the blue print for the initial reforms in banking sector following the balance of payment 

crisis in 1991.  

and human resource development. Latter many of the banks were merged on many reasons. Some of the 

selected banks are as follows:   

SBI  

The State Bank of India (SBI) is an Indian multinational, public sector banking and financial services 

statutory body. It is a government corporation statutory body headquartered in Mumbai, Maharashtra. SBI is 

ranked as 236th in the Fortune Global 500 list of the world's biggest corporations of 2019. It is the largest 

bank in India with a 23% market share in assets, besides a share of onefourth of the total loan and deposits 

market.   

The bank descends from the Bank of Calcutta, founded in 1806, via the Imperial Bank of India, making it 

the oldest commercial bank in the Indian subcontinent. The Bank of Madras merged into the other two 

"presidency banks" in British India, the Bank of Calcutta and the Bank of Bombay, to form the Imperial 

Bank of India, which in turn became the State Bank of India in 1955. The Government of India took control 
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of the Imperial Bank of India in 1955, with Reserve Bank of India (India's central bank) taking a 60% stake, 

renaming it the State Bank of India. In 2017 the subsidiaries of SBI were merged.   

ICICI BANK  

ICICI Bank Limited ( Industrial Credit and Investment Corporation of India) is an Indian multinational 

banking and financial services company headquartered in Mumbai, Maharashtra with its registered office in 

Vadodara, Gujarat. As of 2018, ICICI Bank is the second largest bank in India in terms of assets and market 

capitalization. It offers a wide range of banking products and financial services for corporate and retail 

customers through a variety of delivery channels and specialized subsidiaries in the areas of investment 

banking, life, non-life insurance, venture capital and asset management. The bank has a network of 4882 

branches and 15101 ATMs across India and has a presence in 17 countries including India.   

ICICI bank is one of the big Four banks of India. The bank has subsidiaries in the United Kingdom and 

Canada; branches in United States, Singapore, Bahrain, Hong Kong, Qatar, Oman, Dubai International 

Finance Centre, China and South Africa; and representative offices in United Arab Emirates, Bangladesh, 

Malaysia and Indonesia. The company's UK subsidiary has also established branches in Belgium and 

Germany. In 2010, Bank of Rajasthan got merged with ICICI bank.   

HDFC BANK  

HDFC Bank Ltd. (Housing Development Finance Corporation) is an Indian banking and financial 

services company headquartered in Mumbai, Maharashtra. It has a base of 113,981 permanent employees as 

of 31 December 2019. HDFC Bank is India’s largest private sector lender by assets. It is the largest bank in 

India by market capitalization as of February 2016. It was ranked 60th in 2019 BrandZ Top 100 Most 

Valuable Global Brands.  

As of June 30, 2019, the Bank's distribution network was at 5500 branches across 2,764 cities. The bank also 

installed 4.30 Lakhs POS terminals and issued 235.7 Lakhs debit cards and 1.2 crores credit cards in FY 

2017. In 2008 Centurion Bank of Punjab was merged with this bank.   

IDBI BANK  

Industrial Development Bank of India (IDBI Bank Limited or IDBI Bank or IDBI) was established in 

1964 by an Act to provide credit and other financial facilities for the development of the fledgling Indian 

industry. Many institutes of national importance finds their roots in IDBI like SIDBI, Exim bank, NSE and 

NSDL.   

Initially it operated as a subsidiary of Reserve Bank of India and later RBI has transferred it to Government 

of India. On June 29, 2018 Life Insurance Corporation of India (LIC) has got a technical go-ahead from 

Insurance Regulatory and Development Authority of India (IRDAI) to increase stake in IDBI Bank up to 

51%. LIC completed acquisition of 51% controlling stake on January 21, 2019 making it the majority 

shareholder of the IDBI Bank. Reserve Bank of India has clarified vide a Press Release dated March 14, 
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2019, that IDBI Bank stands re-categorized as a Private Sector Bank for regulatory purposes with effect from 

January 21, 2019.   

The bank has an aggregate balance sheet size of INR 3.74 trillion as on 31 March  

2016. It has 3,683 ATMs, 1892 branches, including one overseas branch in Dubai, 58 e-lounges and 1407 

centers. United Western Bank was merged with IDBI in the year 2006.  

PUNJAB NATIONAL BANK  

Punjab National Bank (PNB) is a Banking and Financial service bank owned by Government of India. It’s 

headquarter is in New Delhi, India. The bank was founded in 1894. As of June 2019, the bank has over 115 

million customers, 7,036 branches and 8,906 ATMs.   

PNB has a banking subsidiary in the UK (PNB International Bank, with seven branches in the UK), as well 

as branches in Hong Kong, Kowloon, Dubai, and Kabul. It has representative offices in Almaty (Kazakhstan), 

Dubai (United Arab Emirates), Shanghai (China), Oslo (Norway), and Sydney (Australia). In Bhutan it owns 

51% of PNB Bank, which has five branches. In Nepal PNB owns 20% of Everest Bank Limited, which has 

50 branches. Lastly, PNB owns 84% of JSC (SB) PNB Bank in Kazakhstan, which has four branches. PNB 

undertake Nedungadi Bank Ltd. in 2003.  

  

DATA ANALYSIS AND INTERPRETATION   
ANALYSIS OF FINANCIAL PERFORMANCE  

1. Analysis of Housing Development Finance Corporation (HDFC)  

1.1 Descriptive statistics   

The descriptive statistics of the data is a summary of their mean, median, standard deviation etc…The 

descriptive statistics of financial ratios of HDFC Bank are show in Table 4.1  

Table No 4.1  

Descriptive statistics  

Particulars  Mean  SD  

Quick ratio  5.35  1.02  

Operating expenses to Total fund  3.28  0.67  

Asset turnover ratio  0.11  0.01  

Total income to Capital employed  10.09  1.58  

Capital Adequacy ratio  13.89  2.26  

Total debt to Owners fund  9.85  1.17  

Dividend payout ratio to Net profit  19.48  0.87  

Return on Net worth  15.29  1.56  

Net profit margin  7.91  2.81  

From the table 4.1 we can see that HDFC bank provide a dividend payout ratio of 19.48 having the highest 

mean. While asset turnover ratio averages to 0.11 having the lowest mean. Here the Standard Deviation of 

asset turnover ratio (0.01) is the least indicating a stable asset turnover ratio over the research period. While 

the net profit margin is the highest indicating higher fluctuation in net profit.  
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4.2 Independent samples  

The independent samples of each ratios are analyzed using the t-test.    

Table No 4.2 

Independent samples  

 

Particulars   

Levene's Test    t-test    

f  P  t  df  P  

Quick ratio  
Equal variances assumed  1.13  0.35  -0.96  4.00  0.39  

Equal variances not assumed      -0.96  3.45  0.40  

Operating 

expenses to 

total fund  

Equal variances assumed  0.50  0.52  -2.31  4.00  0.08  

Equal variances not assumed      -2.31  3.63  0.09  

Asset 

turnover ratio  
Equal variances assumed  0.00  1.00  -1.87  4.00  0.14  

Equal variances not assumed      -1.87  4.00  0.14  

Total income 
to capital  
employed  

Equal variances assumed  0.07  0.81  -2.08  4.00  0.11  

Equal variances not assumed      -2.08  3.88  0.11  

Capital 
adequacy  
ratio  

Equal variances assumed  1.28  0.32  -2.78  4.00  0.05  

Equal variances not assumed      -2.78  2.73  0.08  

Total debt to 

owners fund  
Equal variances assumed  1.12  0.35  1.72  4.00  0.16  

Equal variances not assumed      1.72  3.47  0.17  

Dividend 

payout ratio  
Equal variances assumed  7.91  0.05  2.76  4.00  0.05  

Equal variances not assumed      2.76  2.22  0.10  

Return on net 

worth  
Equal variances assumed  0.53  0.51  1.98  4.00  0.12  

Equal variances not assumed      1.98  3.26  0.14  

Net profit 

margin  
Equal variances assumed  0.27  0.63  -3.61  4.00  0.02  

Equal variances not assumed      -3.61  3.63  0.03  

  5%level of significance  

From table 4.2 we can see that the capital adequacy ratio (0.05), dividend payout ratio (0.05), net profit 

margin (0.02) are significant at 5% level of significance, when equal variances are assumed. The net profit 

margin (0.03) is significant at 5% level of significance when equal variances are not assumed. So we reject 

the hypothesis in the given cases. Therefore there is a significant difference in the capital adequacy, dividend 

payout and net profit margin ratios in pre and post amalgamation. The F values are significant in case of 

dividend payout ratio (0.05).  
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2. Analysis of Industrial Credit and Investment Corporation of  

India (ICICI bank)   

2.1 Descriptive statistics   

The descriptive statistics is a summary statistics that quantitatively describes or summarizes features of 

collection of information.  

Table No 4.3 

Descriptive statistics  

Particulars  Mean  SD  

Quick  ratio  10.95  5.31  

Operating  expenses  to  total  fund  2.34  0.54  

Asset  turnover  ratio  0.10  0.02  

Total  income  to  capital  employed  9.48  0.76  

Capital  adequacy  ratio  16.44  3.23  

Total  debt  to  owners  fund  7.07  2.25  

Dividend  payout  ratio  to  net  profit  30.84  1.80  

Return  on  net worth  9.53  1.96  

Net  profit  margin  12.42  2.42  

  

From table 4.3 it clearly shows that the dividend payout ratio of ICICI Bank averaged to 30.84 which is the 

highest average, while asset turnover ratio averaged to 0.10 which is the least. The standard deviation of asset 

turnover ratio is the least indication a stable asset turnover over the period. While, the quick ratio indicates 

highest fluctuation with a standard deviation of 5.31.  

 

2.2 Independent samples  

The independent samples of each ratios are analyzed using t- test    

Table No 4.4  

Independent samples of each ratios  

Particulars   

Levene's Test   T-test   

F  
P 

value  
t  df  P value  

Quick ratio  

Equal variances 

assumed  
2.793  0.170  -16.023  4  0.000  

Equal variances not 

assumed  
    -16.023  2.251  0.002  

Operating 

expenses to total 

fund  

Equal variances 

assumed  
9.310  0.038  2.353  4  0.078  

Equal variances not 

assumed  
    2.353  2.142  0.135  
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Asset turnover 

ratio  

Equal variances 

assumed  
2.571  0.184  3.182  4  0.033  

Equal variances not 

assumed  
    3.182  2.560  0.062  

Total income to 

capital employed  

Equal variances 

assumed  
0.246  0.646  3.031  4  0.039  

Equal variances not 

assumed  
    3.031  3.890  0.040  

Capital adequacy 

ratio  

Equal variances 

assumed  
2.644  0.179  -4.678  4  0.009  

Equal variances not 

assumed  
    -4.678  2.328  0.032  

Total debt to 

owners fund  

Equal variances 

assumed  
10.085  0.034  1.034  4  0.359  

Equal variances not 

assumed  
    1.034  2.067  0.407  

Dividend payout  
ratio to net profit  

Equal variances 

assumed  
0.074  0.799  -0.608  4  0.576  

Equal variances not 

assumed  
    -0.608  3.999  0.576  

Return on net 

worth  

Equal variances 

assumed  
1.675  0.265  0.276  4  0.796  

Equal variances not 

assumed  
    0.276  3.071  0.800  

Net profit margin  

Equal variances 

assumed  
2.484  0.190  -2.605  4  0.060  

Equal variances not 

assumed  
    -2.605  2.261  0.107  

  5% level of significance  

Table 4.4 reveals that the quick ratio (0.00), asset turnover ratio (0.033), total income to capital employed 

ratio (0.039 and capital adequacy ratio (0.009) are significant at 5% level of significance when equal 

variances are assumed. On the other hand, the quick ratio (0.002), total income to capital employed (0.04) 

and capital adequacy ratio (0.032) are significant at 5% level of significance when equal variances are not 

assumed. Therefore there is a significant difference in the aforesaid ratios pre and post amalgamation. Thus 

reject the null hypothesis. The f value are significant in case of operating expenses ratio (0.038) and total 

debt to owner fund ratio (0.034)  
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3. Analysis of Industrial Development Bank of India (IDBI Bank)  

3.1 Descriptive statistics   

The descriptive statistics of IDBI bank is as follows:  

Table No 4.5  

Descriptive statistics  

Particulars  Mean  SD  

Quick  ratio  7.63  2.06  

Operating  expenses  to  total  fund  0.68  0.31  

Asset  turnover  ratio  0.09  0.03  

Total  income  to  capital  employed  8.45  2.79  

Capital  adequacy  ratio  12.36  6.40  

Total  debt  to  owners  fund  11.52  3.24  

Dividend  payout  ratio  to  net  profit  19.91  2.61  

Return  on  net worth  8.09  2.23  

Net  profit  margin  1.45  0.40  

  

From table 4.5we can see that the dividend payout ratio shows the highest mean of 19.91 and the asset 

turnover ratio averaged to 0.09 which is the least. The asset turnover ratio is more stable with a standard 

deviation of 0.03 and the capital adequacy ratio is more instable with highest standard deviation of 6.40 over 

the selected period.   

3.2 Independent samples  

The independent samples of each ratios are analyzed using t-test:  

Table No 4.6 

Independent sample test  

Particulars  

Levene's Test   t-test  

F  P value  t  df  P value  

Quick ratio  

Equal variances 

assumed  
3.88  0.12  -0.22  4.00  0.84  

Equal variances 

not assumed  
    -0.22  2.53  0.84  

Operating expenses to 

total fund  

Equal variances 

assumed  
0.32  0.60  -6.99  4.00  0.00  

Equal variances 

not assumed  
    -6.99  3.86  0.00  

Asset turnover ratio  

Equal variances 

assumed  
5.73  0.07  0.63  4.00  0.57  

Equal variances 

not assumed  
    0.63  2.06  0.59  

Total income to 

capital employed  
Equal variances 

assumed  
5.91  0.07  0.52  4.00  0.63  
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Equal variances 

not assumed  
    0.52  2.01  0.65  

Capital adequacy ratio  

Equal variances 

assumed  
9.74  0.04  -0.39  4.00  0.71  

Equal variances 

not assumed  
    -0.39  2.09  0.73  

Total debt to owners 

fund  

Equal variances 

assumed  
0.15  0.72  -2.68  4.00  0.06  

Equal variances 

not assumed  
    -2.68  3.75  0.06  

Dividend payout ratio 

to net profit  

Equal variances 

assumed  
1.09  0.35  1.04  4.00  0.36  

Equal variances 

not assumed  
    1.04  2.66  0.38  

Return on net worth  

Equal variances 

assumed  
0.90  0.40  -3.53  4.00  0.02  

Equal variances 

not assumed  
    -3.53  3.52  0.03  

Net profit margin  

Equal variances 

assumed  
1.23  0.33  -1.39  4.00  0.24  

Equal variances 

not assumed  
    -1.39  3.48  0.25  

  

Table 4.6 shows that the operating expenses to total fund ratio (0.00) and return on net worth ratio (0.02) are 

significant at 5% level of significance when equal variances are assumed. The operating expenses to total 

fund (0.00) and return on net worth (0.03) are significant at 5% level of significance when equal variances 

are not assumed. So we reject the hypothesis in the above ratios. Therefore there is a significant difference 

in the operating expenses to total fund ratio and return on net worth ratio in pre and post amalgamation. The 

f value is significant in capital adequacy ratio (0.04).  

4. Analysis of Punjab National Bank (PNB)  

4.1 Descriptive statistics  

The descriptive statistics of PNB is analyzed by using the mean and standard deviation (SD) of each ratios  

Table No 4.7 

Descriptive statistics  

Particulars  Mean  SD  

Quick ratio  7.95  1.20  

Operating expenses to total fund  2.57  1.00  

Asset turnover ratio  0.12  0.01  

Total income to capital employed  10.75  1.02  

Capital adequacy ratio  11.86  1.81  

Total debt to owners fund  20.86  4.27  

Dividend payout ratio to net profit  9.42  4.72  

Return on net worth  21.45  1.57  

Net profit margin  2.75  2.36  
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Table 4.7clearly shows that the highest mean of PNB is for return on net worth averaged to 21.45, while the 

asset turnover ratio averaged to 0.12, which is the least. The SD (4.72) of dividend payout ratio is the highest 

which shows highest fluctuation. The SD of asset turnover ratio is the least which shows that the ratio is 

more stable for such bank.  

  

4.2Independent samples  

The t test is conducted to analyse the equality of variances.   

Table No 4.8 

Independent samples  

 

Particulars  

Levene's Test    T-test    

F  
P 

Value  
t  df  

P 

Value  

Quick ratio  
Equal variances assumed  2.403  0.196  1.660  4  0.172  

Equal variances not assumed      1.660  2.450  0.216  

Operating 

expenses to total 

fund  

Equal variances assumed  5.782  0.074  0.663  4  0.544  

Equal variances not assumed      0.663  2.153  0.571  

Asset turnover 

ratio  

Equal variances assumed  2.571  0.184  1.768  4  0.152  

Equal variances not assumed      1.768  2.560  0.191  

Total income to 

capital  
employed  

Equal variances assumed  4.114  0.112  2.407  4  0.074  

Equal variances not assumed      2.407  2.341  0.119  

Capital 

adequacy ratio  

Equal variances assumed  3.961  0.117  -3.535  4  0.024  

Equal variances not assumed      -3.535  2.127  0.065  

Total debt to 

owners fund  

Equal variances assumed  3.803  0.123  2.713  4  0.053  

Equal variances not assumed      2.713  2.549  0.087  

Dividend 

payout ratio to 

net profit  

Equal variances assumed  9.285  0.038  -0.777  4  0.480  

Equal variances not assumed      -0.777  2.166  0.513  

Return on net 

worth  

Equal variances assumed  0.015  0.908  -2.980  4  0.041  

Equal variances not assumed      -2.980  3.925  0.042  

Net profit 

margin  

Equal variances assumed  0.571  0.492  -2.782  4  0.050  

Equal variances not assumed      -2.782  3.741  0.054  

  

Table 4.8shows that the capital adequacy ratio (0.024), total debt to owners fund ratio (0.05), return on net 

worth (0.041) and net profit margin (0.05) are significant at 5% level of significance, when equal variances 

are assumed. The return on net worth (0.042) and net profit margin (0.054) are significant at 5% level of 

significance when equal variances are not assumed. So we reject the hypothesis in this case. Therefore there 

is a significant difference in the aforesaid ratios in pre and post amalgamation. The f values are significant 

in case of dividend payout ratio (0.038).  
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5. Analysis of State Bank of India (SBI)  

5.1 Descriptive statistics  

The descriptive statistics of each ratio in terms of mean and standard deviation is as follows  

 

 

 

Table No 4.9 

Descriptive statistics  

Particulars  Mean  Std. Deviation  

Quick ratio  13.26  2.68  

Operating expenses to total fund  1.89  0.09  

Asset turnover ratio  0.08  0.01  

Total income to capital employed  8.67  0.49  

Capital adequacy ratio  12.75  0.42  

Total debt to owners fund  14.87  1.32  

Dividend payout ratio to net 

profit  
13.53  10.48  

Return on net worth  5.01  5.33  

Net profit margin  4.33  4.61  

  

Table 4.45 reveals that total debt to owners fund ratio has the highest mean of 14.87 and the asset turnover 

ratio has the lowest mean of 0.08. The asset turnover ratio has the lowest SD of 0.01 which denotes that the 

ratio is more table. Dividend payout ratio has the highest SD of 10.48 which means that the ratio is highly 

fluctuating.  

  

 

5.1 Independent samples  

The independent samples are analyse din table 4.10 

Table No 4.10 

Independent statistics  

 

Particulars   

Levene's 

Test  
 T-test   

F  
P  

Valu 

e  
t  Df  P Value  

Quick ratio  
Equal variances assumed  1.45  0.29  -1.32  4  0.25  

Equal variances not assumed      -1.32  3.03  0.27  

Operating 

expenses to 

total fund  

Equal variances assumed  1.27  0.32  1.45  4  0.22  

Equal variances not assumed      1.45  2.77  0.25  
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Asset 

turnover ratio  

Equal variances assumed  0.00  1.00  2.12  4  0.10  

Equal variances not assumed      2.12  4.00  0.10  

Total income to 

capital  
employed  

Equal variances assumed  0.46  0.53  2.46  4  0.06  

Equal variances not assumed      2.46  3.47  0.07  

Capital 

adequacy  
ratio  

Equal variances assumed  3.58  0.13  -0.30  4  0.77  

Equal variances not assumed      -0.30  2.75  0.78  

Total debt to 

owners fund  

Equal variances assumed  1.26  0.32  -3.57  4  0.02  

Equal variances not assumed      -3.57  2.93  0.03  

Dividend 

payout ratio 

to net profit  

Equal variances assumed  15.5  0.01  2.03  4  0.11  

Equal variances not assumed      2.03  2.00  0.17  

Return on net 

worth  

Equal variances assumed  2.56  0.18  2.43  4  0.07  

Equal variances not assumed      2.43  2.44  0.11  

Net profit 

margin  

Equal variances assumed  3.03  0.15  2.36  4  0.07  

Equal variances not assumed      2.36  2.34  0.12  

5% level of significance  

From table 4.10 we can see that the total debt to owner’s fund (0.02) is significant at 5% level of significance, 

when equal variances are assumed. The total debt to owner’s fund (0.03) is significant at 5% level of 

significance when equal variances are not assumed. Therefore there is a significant difference in total debt 

to owners fund in pre and post amalgamation. Thus null hypothesis is rejected. The F value is significant 

dividend payout ratio to net profit (0.01).  

FINDINGS, SUGGESTIONS AND CONCLUSION  

 Findings  

• Analyzing as a whole, the asset turnover ratio of all the selected bank has a least mean.  

• Among the selected banks as a whole, the dividend payout ratio of HDFC, ICICI and IDBI has highest 

mean. That they give much importance to their shareholders.  

• For the 6 years selected, the asset turnover ratio of the selected banks have the least standard 

deviation, thus have high stability.  

• The quick ratio of HDFC, ICICI, IDBI and SBI has been positively affected by merger. As, by merger 

this ratio was increased indicating a growth line for its future.  

• The quick ratio of PNB has been declined by merger. Due to this the bank struggles in paying of the 

debt in initial years of merger.  

• The operating expenses to total fund ratio of ICICI, PNB and SBI has declined by merger which 

indicates a positive sign that by merger the amalgamated bank is able to balance its expenses with 

revenue.  

• The operating expenses to total fund ratio of HDFC and IDBI has been increased after merger, which 

shows that the expenses are not minimized to revenue.  

http://www.jetir.org/


© 2021 JETIR November 2021, Volume 8, Issue 11                                                    www.jetir.org (ISSN-2349-5162) 

JETIR2111060 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org a472 
 

• As ICICI, IDBI, PNB and SBI after its merger does not utilize its assets efficiently to generate sales, 

thus its asset turnover ratio is the least.  

• The asset turnover ratio of HDFC bank after merger seems to be increasing because of efficient use 

of the assets.  

• Total income to capital employed ratio after merger were positive to HDFC because of the economic 

use of capital.  

• ICICI, IDBI, PNB and SBI has a lowest ratio of total income to capital employed after merger.  

• All the banks selected have a positive capital adequacy ratio, which means they are likely to meet the 

financial obligation after merger also.  

• IDBI and SBI took the advantage of financial leverage after merger which can been seen from the 

highest total debt to owners fund ratio.  

• HDFC, ICICI and PNB does not take the advantage of financial leverage to improve their profitability 

after merger.  

• After merger ICICI and PNB give equal importance to their shareholders, by having a positively 

increased dividend payout ratio.  

• HDFC, IDBI and SBI concentrates more on keeping their profits as retained earnings after merger.   

• IDBI and PNB has an increasing return on net worth where they proved that they are good at taking 

any decisions after merger.  

• Initially the merged banks were not able to perform better, but latter on they were able to identify the 

crux.  

• Banks like HDFC and PNB has a positive impact on merger comparatively to other banks.  

 Suggestions  

This study completely go for the merger in banking industry. The mergers accelerate the growth of banking 

industry in India. Some of the suggestions made on the basis of this study are:  

• In the short run, attempt options like outsourcing, strategic alliances etc. can be considered. Banks 

need to take the fast changing environment, where product life cycle are short, time to market is 

critical in deciding who wins in future.  

• The government should not go for M&As as a means of bailing out of weak banks. The strong banks 

should not be merged with weak banks, as it will have adverse effect upon the asset quality of the 

stronger banks.  

• The strong banks should be merged with strong banks to compete with foreign banks and to enter in 

the global financial market.  

• The merger should not only consider the aspect of profitability. Various other factors should also be 

taken into account.  
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• More information regarding the merger should be given. Most of the people are unaware on the 

procedures, results etc. of merger. This may create severe problems in the merger process.    

• The employees should also be involved in the merging activities, so that employees felt confidence 

and starts appreciating the objectives of the merger strategy.  

• Based on the conclusions drawn from the past mergers, the banking industry can improve many of 

its decisions before the application of big merger of public sector banks in 2020.  

Conclusion   

The concept of merger and acquisition between two or more banks can turn out to be successful merger and 

acquisition. When the bank acquire merger and acquisition it depends upon its planning and strategies 

whether they will be profitable or in losses. The concept of merger and acquisition can also be a risky process 

which has to be adopted, as it may bring various problems to the bank in terms of its working. With regard 

to reactions to the announcement of merger, the market has initially tried to react negatively to the most of 

the banks acquisition announcement but overall there was either destruction or creation in shareholder wealth 

of investors of public and private sector banks. Even though the merger is a riskier activity, most of the weak 

banks after the merger has outperformed positively. This outperformance is itself the success of merger.  
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