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MERGERS AND ACQUISITIONS IN INDIAN BANKING SECTOR: AN IMPACT ANALYSIS WITH SPECIAL
REFERENCE TO SELECT SURVIVING COMMERCIAL BANKS
(INDIAN OVERSEAS BANK AND FEDERAL BANK LIMITED)

DR. WAGHAMARE.SHIVAIJI
DEAN
DEPARTMENT OF COMMERCE
GULBARGA UNIVERSITY
GULBARGA

VEERESHA
RESEARCH SCHOLAR
DEPARTMENT OF COMMERCE
GULBARGA UNIVERSITY
GULBARGA

It is generally held opinion that flowing water is free from contamination; and stagnant water is the fulcrum of contamination. This can be encapsulated in
relation to corporate sector as growth is the essence of corporate life; and stagnation is death of corporate life. Hence, growth strategies are imperative to keep
the wheels of organization on a growth track on continuous basis. The banking sector in India is not an exception to it as banks are operating not under static and
stabilized conditions but under ever changing condition since the implementation of LPG policy in 1991. In this backdrop, the present paper aims to evaluate the
impact of external growth strategy namely mergers and acquisitions in the banking sector. It aims to determine the impact of mergers on Profitability, Efficiency
and Solvency of acquiring banks or bidder banks. For this purpose several relevant and critical financial parameters are used such as Interest spread ratio, Net
profit margin, Return on net worth, Interest income/Total fund, Interest expended/Total fund, Operating expenses/Total fund, Net income/Total fund, Credit
deposit ratio, Interest coverage ratio and Cash deposit ratio. Data required to evaluate the impact of mergers on surviving banks are collected by dividing study
10 years in to pre-merger period of 5 years and post-merger period of 5 years excluding the year of merger. And so categorized data is systematically Compiled,
Classified, Tabulated, and Analyzed and interpreted by using appropriate statistical tools and techniques. To be more specific Paired T-test has been applied to
conclude the hypotheses set for the present study. In the ultimate analysis, it can be inferred that there is a positive impact of the event of merger on both Indian
overseas Bank and Federal Bank. But the extent of positive impact is found more in case Indian Overseas Bank than Federal Bank.

KEYWORDS

Efficiency ratios, M & A, Profitability ratios, RBI guidelines, Regulatory framework, Solvency ratios.

INTRODUCTION

tis generally held opinion that flowing water is free from contamination; and stagnant water is the fulcrum of contamination. This can be encapsulated in

relation to corporate sector as growth is the essence of corporate life; and stagnation is death of corporate life. Hence, growth strategies are imperative to

keep the wheels of organization on a growth track on continuous basis. The banking sector in India is not an exception to it as banks are operating not
under static and stabilized conditions but under ever changing condition since the implementation of LPG policy in 1991. Under these conditions, no entity even
dreams to give pause for its growth and welcome potential disastrous conditions. This growth can be realized either through organic growth route or through in-
organic growth route or mixture of both. Organic growth refers to internal growth those results in enhanced customer base, higher sales, increased revenue,
without resulting in change of corporate entity. Inorganic growth refers to the external growth producing leap frog effect as it enables to skip few steps on the
growth ladder associated with internal growth process. At present, every banking entity desires to pool up the resources, by joining hands with other banking
entity, with the purpose of realizing enhanced competitive advantage. One cannot fail to notice occurrences of such events in Indian banking sector. In this
backdrop present paper intents to touch and disclose an overview of Mergers and Amalgamations in banking sector; reasons for Mergers and Amalgamations;
regulatory framework governing Merger and Amalgamation in banking sector. In addition to, it, present paper intends to evaluate the impact of Mergers on
surviving banks in terms of Profitability, Efficiency and Solvency.
Merger and Acquisition in banking sector made modest beginning in the year 1993 Government merged, the New Bank of India and The Punjab National Bank
and this was the only merger between nationalized Banks, after that the numbers of nationalized Banks reduced from 20 to 19. In Feb-2008 HDFC bank have
approved the acquisition of Centurion Bank of Punjab for Rs-9510 crores ($2.46 billion) is one of the largest mergers in the financial sector in India. Centurion
Bank of Punjab shareholders got one share of HDFC Bank for every 29 shares held by them. Due to such Acquisition, HDFC Bank occupied the second largest
position private sector bank in India.

THE REGULATORY FRAMEWORK FOR BANK AMALGAMATION UNDER VARIOUS ACTS

The various provisions relating to mergers and amalgamations in banking sector as contained in various Acts are presented hereunder.

MERGERS-BANKING REGULATION ACT 1949

According to this Regulation amalgamation of banking companies are categorized as voluntary amalgamation and compulsory amalgamation.

SECTION 44A OF THE VOLUNTARY AMALGAMATION OF BANKING COMPANIES

Section 44A of the banking regulation act 1949 provides for the procedure to be followed in case of voluntary merger of banking companies. Under these
provisions a banking company may be amalgamated with another banking company by approved of shareholders of each banking company by resolution passed
by majority of two third (2/3)in value of shareholders of each of the said companies. The Bank to obtain Reserve Bank’s section for the approval of the scheme
of amalgamation. However, as per the Observation of JPC the role of RBI is limited. The reserve bank generally encourages amalgamation when it is satisfied that
the scheme is in the interest of depositors.

SECTOR 45-COMPULSORY AMALGAMATION OF BANKS

Under sector 45(4) of the baking regulation act, reserve bank may prepare a scheme of amalgamation of a banking company with other institution 9 the
transferee bank. Under sub- section (15) sector 45.Banking institution means any banking company and includes SBI and subsidiary banks or a corresponding
new bank. A compulsory amalgamation is a passed in to action where the financial position of the bank has become week and urgent measures are required to
be taken to safeguard the depositor’s interest. Action under their provision of this section is taken by reserve bank in consultation with the central government
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in the case of banks which are weak, unsold or improperly managed. Under the provisions, RBI can apply to the central government for suspension of business
by a banking company and prepare a scheme of reconstruction or amalgamation in order to safeguard the interests of the depositors.

MERGERS NAD ACQUISITIONS ACCORDING TO COMPANIES ACT 2013

Provisions of section 230 and section 232, a scheme of merger or amalgamation may be entered into between two or more small companies or between a
holding company and its wholly-owned subsidiary company or such other class or classes of companies. The 2013 Act has streamlined as well as introduced
concepts such as reverse mergers (merger of foreign companies with Indian companies) and squeeze-out provisions, which are significant. The 2013 Act has also
introduced the requirement for valuations in several cases, including mergers and acquisitions, by registered valuers.

RBI GUIDELINES ON MERGERS AND ACQUISITIONS OF BANKS

»  With a view to facilitating consolidation and encourages of strong entities and providing an avenue for non disruptive exit of weak/ unviable entities in the
banking sector, it has been decided to frame guidelines to encourage merger / amalgamation in the sector.

»  Although the Banking Regulation Act, 1949 (AACS) does not empower Reserve Bank to formulate a scheme with regard to merger and amalgamation of the
banks. The state governments have incorporated in their respective act as provision for obtaining prior sanction in writing, of a RBI in order, inter alia, for
sanctioning a scheme of amalgamation or reconstruction.

»  The request for merger can emanate from bank registered under the same state Act or from banks registered under the Multi State Co operative Societies
Act (Central act) for takeover of a banking registered under state Act, while the sate Acts specifically provide for the merger of co- operative societies
registered under them, the position with regard to takeover of a co-operative bank registered under the state Act by a co —operative bank registered under
the central.

»  Although there are no specific provisions in the state Act or the central Act for the merger of a co-operative society under the state Acts with that under
the central Act, it is felt that, if all concerned including administrators of the concerned Acts are agreeable to order merger/amalgamation.

REVIEW OF LITERATURE

V.Radha Naga Sai and Dr.Syed Tabassum Sultan (2013) in their article entitled to “christened has financial performance analysis in banking sector; a pre and
post merger perspective” have made an attempt to evaluate financial performance of the selected two banks based on the financial ratios from the perspective
of pre and post merger. To analyze the impact of merger paired t-test was applied to the various financial ratios for before and after merger data relating to
Indian overseas bank and HDFC bank. An Indian banking sector plays a significance role in the mergers and Acquisitions (M&A).

Pawan Sharma and Dr.D.P.warne (2012) in their article entitled to “Banks perspective in merger; A case study on merger of the Bank of Rajasthan Itd with ICIC
Bank Ltd,” made a brief attempt to analyze the impact of merger with reference to successful movements of merger in between two banks. The main objective
of this paper is to analyze the pre and post merger impact of share price fluctuations on selected sample of study. This study is exploratory and descriptive in
nature. Secondary source for data and information has been used in the study. As per the requirements of the research, data are taken from the website of NSE
(National Stock Exchange).Basically; this paper investigates the impact of merger on ICICI Bank Ltd. The analysis of the collected data is based on appropriate
statistical methods/tools.

Devarajappa S. (2012) in his article entitled to as “merger in Indian banks, as study on merger of HDFC bank Itd and Centurion bank Punjab of Itd” has made
attempt explore various motives of merger in Indian banking industry covering various aspects of bank merger. In his paper, he has carried out a comparative
study of select financial parameters during the pre and post period. He has used independent T-test to tress out spastically significance. He legitimately
concludes that banks have been positively affected by the event of merger.

Dr.K.A. Goyal and Vijay Joshi (2012) in their article entitled to “Merger and Acquisition in Banking Industry: A Case Study of ICICI Bank Ltd, the largest private
sector bank in India, which has acquired nine financial firms to make the steps of the ladder of success. Therefore, the aim of this article is to study the growth of
ICICI Bank Ltd. through mergers, acquisitions, and amalgamations. This article is divided into four parts. The first part includes introduction and conceptual
framework of mergers and acquisition. The second part discusses the historical background of ICICI Bank Ltd and followed by review of literature. The third part
discusses all the mergers, acquisitions, and amalgamations in detail. Finally, the article concludes that a firm must devise a strategy in three phases i.e. Pre-
merger phase, acquisition phase and post-merger phase. The article will be helpful for policy makers, strategy makers, HR people, bankers, researchers, and
scholars

Dr.Abhinn baxi bhatnagar and Ms. Nitu sinha (2012) in their article entitled to “Strategic move of ICICI bank; A case study of Merger of ICICI Bank and bank of
Rajasthan,” have expressed that Changing is the regulation of nature. Any business organization undergoes change on a continuous basis, technically termed as
Corporate Restructuring. It is a fundamental fact of finance that growth and capital employed are two basic drivers of the value of an organization. On the other
hand neither growth nor improvement in ROCE is possible unless the company is under the control of competent, progressive and visionary management. The
present paper is an attempt to understand the strategic move of ICICI bank. The case study will reveal the motives behind and synergies from such M&A
activities. Why ICICI Bank has taken such a strategic move and many more questions will be solved from the case study.

Dr.V.K.Shobhana and Dr.N.Deepa(2011) in their article entitled to “Merger and Acquisitions in Indian banking sector and pre and post merger technical
efficacies-An empirical investigation” have examined technical efficiencies of the nine select merged banks in the post reform period. The study uses stochastic
Production Frontier Approach to measure the technical efficiency as a ratio of output and input. The study reveals that of the nine select cases of M&A, the
merger deals of Union Bank of India and HDFC Bank only resulted in significance improvement in the technical efficiency.

Awadhesh KR.Tiwari (2011) in his article entitled to “Growth of Merger and Acquisitions in Indian banking industry a case Study. The Indian banking sector is
growing at an astonishing pace. A relatively new dimension in the Indian banking industry is accelerated through mergers and acquisitions. It will enable banks to
achieve world class status and throw greater value to the stakeholders.

Ms. S. Revathy (2011) in her article entitled to “Mergers and Acquisitions in the Indian Banking Sector-Financial Implications” opined that M&A in the banking
sector have been on the rise in the recent past, both globally and in India. In this backdrop of emerging global and Indian trends in the banking sector, this article
illuminates the key issues surrounding M&A in this sector with the focus on India. It seeks to explain the motives behind some M&A that have occurred in India
post-2000, analyze the benefits and costs to both parties involved and the consequences for the merged entity. Mergers were initiated by regulator (RBI) to
protect the interest of depositors of weak banks but the market led mergers have been gaining momentum in the present day context and these cannot be seen
as a means of bailing out weak banks any more. Mergers between strong banks/FIs make greater economic and commercial sense and have a “force multiplier
effect”.

OBJECTIVES OF THE STUDY

1) To determine the impact of mergers on profitability of acquiring banks.

2)  To study the impact of mergers on efficiency of the acquiring or bidder banks.
3)  To ascertain the impact of merger on solvency of acquiring banks.

SCOPE OF THE STUDY

The present study chosen one public sector bank and one private sector bank to evaluate impact of merger of surviving banks from perspective of pre and post
merger. The public sector bank Indian overseas bank and Bharat overseas bank, and The private sector Federal bank Itd and Ganesh Bank of Kurandwada Ltd
have been evaluated consider five years pre and post merger.
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HYPOTHESES OF THE STUDY

In order to evaluate the impact of merger on surviving banks in terms of profitability, Efficiency and solvency of acquiring banks, the following research
hypotheses have been set for the present study.

1) H1- Merger results into improvement in profitability of surviving banks.

2) H2 -Merger results into enhancement efficiency of acquiring banks.

3) H3- Merger leads to higher solvency of acquiring banks.

RESEARCH METHODOLOGY

The present paper intents to cockeye the impact of Merger and Acquisitions (M&A) on surviving Bank with a particular focus on Indian Overseas Bank
functioning in Public sector which acquired Bharat Overseas Bank Ltd, Federal Bank Ltd, one of the popular Private Sector Bank acquired Ganesh Bank of
Kurandwada Ltd .Researcher purposefully selected these two banks for the present study. This is so because, acquisition of Bharat Overseas Bank by Indian
Overseas Bank falls under the category of Forced Merger, whereas acquisition of Ganesh Bank of Kurandwada Ltd by Federal Bank Ltd falls under category of
Compulsory Merger. In addition to this, researcher felt it relevant to select these entities as one of them involves merger of private bank with public sector bank
and another deals with merger of private sector bank with private sector bank. The present study is purely based on secondary data. To make impact study of
merger data relating to both acquiring banks are collected by categories them into pre merger period of Five years (2001 to 2005 and 2002 to 2006 of both
Banks) And post merger period of Five years (2007 to 2011 and 2008 to 2012 of both Banks) excluding year of merger in each case treating the same transition
period. And so categorized data is systematically Compiled, Classified, Tabulated, and Analyzed and interpreted by using appropriate statistical tools and
techniques. To be more specific Paired T-test has been applied to conclude the hypotheses set for the present study. The lines of investigation followed under
present study are based on Profitability, Management Efficiency and Solvency parameters of impact evaluation. There are three variants of merger and
acquisition in Indian banking sector based on nature of banking entities involved either as target bank or as acquiring bank(Public bank and Private), namely I)
Public sector banks with Public sector banks (03); ii) Private sector banks with Public sector banks (24); and iii) Private sector banks with Private sector banks
(14).

PROFILE OF THE MERGER OF THE INDIAN OVERESEAS BANK AND BHARAT OVERSEAS BANK

Indian overseas Bank (IOB) was founded On 10" February 1937 by Sri M Ct. M Chidambaram Chettyar with the twin objectives of specializing in foreign exchange
business and overseas banking, with 3 branches across the country. It was nationalized in the year 1969 having 208 branches with an asset mix of Rs, 156 crores.
In February 2006, Indian Overseas Bank board cleared a proposal to buy 70% stake of six banks in Bharat Overseas Bank; to take over the old private bank in
which it held 30% stake. The other stockholder with their respective proportion of the holding is as follows. Bank of Rajasthan -16%/,Vysya Bank -14.66%,
Federal Bank -10.67%, Karur Vysya Bank -10%, South Indian Bank -10% and Karnataka Bank-8.67%. So, there will be no problem in India Overseas Bank taking
over Bharat Overseas Bank. RBI norms require commercial banks to have an equity base of the Rs 300 crores. Besides; they must have a diversified holding with
no single entity owning more than a 5 percent stake. Accordingly Indian overseas bank acquired Bharat overseas bank during the year 2007.

TABLE-01: FINANCIAL PERFORMANCE OF INDIAN OVERSEAS BANK FOR THE FIVE FINANCIAL YEARS (PRE AND POST MERGER PERIOD)

RATIOS BEFORE MERGER 5 YEARS AFTER MERGER 5YEARS

2002 | 2003 | 2004 [ 2005 | 2006 | 2008 | 2009 | 2010 | 2011 | 2012
Profitability Ratio
ISR* 503 [518 |518 [453 [381 [426 [429 [469 |3.89 |3.93
NPM* 622 [ 1052 | 114 | 14.27 [ 1644 | 13.94 | 11.87 [ 614 | 804 | 541
RONW* 22.29 [ 321 | 30.25 | 29.85 | 28.55 | 25.35 | 22.31 | 11.13 | 13.13 | 9.73
Efficiency Ratio
Int.Inc/TF* 11.17 | 1023 | 10.09 [ 9.19 | 854 [ 9.09 [ 985 |[9.06 | 846 | 959
Int.Ex/TF* 447 | 432 [521 |49 [428 [334 [374 [339 [332 |3.08
Opt.Ex/TF* 6.7 501 [ 488 |428 | 426 [575 |611 [567 [513 |65
NI/TF* 256 [ 303 | 3338 |288 [255 | 167 [199 [262 | 228 [ 228
Solvency Ratio
CrDR* 4771 | 47.6 | 48.27 | 53.08 | 63.27 | 70.22 | 73.36 | 72.96 | 74.54 | 78.03
ICR* 13 123 [ 139 | 151 [144 [034 [032 [o016 |024 [ o016
CDR* 769 | 715 | 898 |992 |[765 |9.02 |817 |645 |69 6.24

Source: Compiled from Financials Report from Moneycontrol.com and annual reports.

ISR*: Interest spread, NPM*: Net profit margin, ROCE*: Return on capital employed, Int.Inc/TF*: Interest Income/Total Fund, Int.Ex/TF*: Interest
Expended/Total Fund, Opt.Ex/TF*: Operating Expenses / Total Fund, NI/TF*: Net Income/ Total Fund, CrDR*: Credit deposits ratio, ICR*: Interest coverage ratio,
CDR¥*: Cash deposits ratio.

The table-01 reveals profitability, efficiency and solvency ratios of Indian overseas bank for a period before merger and after merger. It is clear that during pre
merger ISR and RONW have shown increased trend for the first three years and thereafter that exhibited declining trend, whereas NPM ratio as experience an
increasing trend. During post merger ISR as declining continuously for the first four years and there after marginal increasing trend; NPM decreased first three
years and increased in the fourth year thereafter decreased level of 5.41 % during the year 2011.It is astonishing to more trends except 2011.An Acute in to
efficiency ratio of Indian overseas bank during the pre and post merger reveals that Int.Income ratio has shown continuous declining during pre merger period
ending 2006.and during the post merger period it has shown volatility; Int.Ex/FT stood at 4.47% for the year 2002 reached to a level of 4.28% during the year
2006 after reaching peak level of 5.21% during 2004 and during the post merger period this ratio stood at 3.34% during the 2008 and bought down to a level of
3.08% during 2001 after reaching high level of 3.47% during the 2009.and solvency ratios in pre merger period CrDR has shown declined trend first one year
thereafter continuously increasing up to level of 63.27% whereas ICR and CDR have shown first one year declined there after two years increasing trend then
declining trend. In the post merger period. CrDR has shown increasing trend except 2010 (72.96), ICR and CDR have shown mixed trend.
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TABLE-02: ANALYSIS OF FINANCIAL RATIOS OF INDIAN OVERSEAS BANK (IOB)

RATIOS Mean Std. T-value Significant
Diff. Deviation | Actual | Table | Alternative /
Value Value | Hypothesis Insignificant
Reject / Accept
Profitability Ratios
a) Interest Spread Ratio -0.534 0.3947 -3.034 2.132 | Accepted
b) Net Profit Margin -2.69 7.3037 -0.823 2.132 | Accepted Significant
c) Return on Net Worth -12.278 | 9.3646 -2.931 2.132 | Accepted
Efficiency Ratios
a) Interest Income /Total Fund -0.634 1.1354 -1.2485 2.132 | Accepted
b) Interest expended / /Total Fund | -1.262 0.4740 -5.9528 | 2.132 | Accepted
c) Net Income / /Total Fund -0.715 0.2955 -5.3862 | 2.132 | Accepted Significant
d)Operating Expenses/ Total Fund | 0.626 1.1562 1.2106 2.132 | Accepted
Solvency Ratios
a) Credit Deposit Ratio 21.836 | 4.3072 11.3363 | 2.132 | Rejected Insignificant
b) Interest coverage ratio -1.130 0.1798 -14.049 | 2.132 | Accepted Significant
c) Cash Deposit Ratio -0.922 2.0042 -1.0286 | 2.132 | Accepted Significant

Source: Based on table 01.

RESULTS AND DISCUSSION

The table-02 reveals that descriptive statistics, to know whether there is significant difference in the Profitability, Efficiency and Solvency ratios before and after
merger, paired T-test is applied and considered one tailed T-test. The summery of analysis in the Profitability; ISR, NPM and RONW these are less than 5% one
tailed T-test (Table value), it can be concluded that there is Significance difference. In the Efficiency ratios all the four ratios are less than 5% one tailed T-test
(Table value), it can be concluded that there is more Significant difference. And Solvency ratios ICR and CDR are less than 5% one tailed T-test (Table value), it
concluded that significant difference, but CrDR is more than 5% one tailed T-test (Table value), it can be concluded that no Significant difference in the before
and after merger.

PROFILE OF MERGER OF THE FEDERAL BANK LTD AND GANESH BANK OF KURUNDWAD

Federal Bank Ltd (Federal Bank) was incorporated in 1931 as Travancore Federal Bank Ltd. It acquired its present name in 1949 and was licensed under the
Banking Regulation Act, 1949 on July 11, 1959 and became a scheduled Commercial bank under the second schedule of Reserve Bank of India Act, 1934 in July
20, 1970. On January 19,2006, the Reserve Bank of India announced an amalgamation scheme due to the continued inability of Ganesh Bank to raise the
required capital, the Reserve Bank of India had to exercise the option of compulsory merger available to it under section 45 Banking Regulation Act
1949.Merging the family controlled Western Bank of Kurundwada with Federal Bank. The alive based bank was willing to invest Rs 30 crores capitals into Ganesh
Bank from its Rs 657 crores reserves, as it would give the bank greater exposure to Maharashtra, and help build its agriculture loan portfolio.

TABLE-03: FINANCIAL PERFORMANCE OF FEDERAL BANK LTD (FB) FOR THE FIVE FINANCIAL YEARS (PRE AND POST MERGER PERIOD)

RATIOS BEFORE MERGER 5 YEARS AFTER MERGER 5YEARS
2001 | 2002 | 2003 | 2004 | 2005 | 2007 | 2008 | 2009 | 2010 | 2011
Profitability Ratio
ISR 6.07 [ 688 | 6.1 584 | 619 [501 [479 [631 [521 [5.12
NPM 584 [ 649 | 785 [917 [7.09 | 1391 [ 12.78 [ 13.14 | 10.79 | 12.88
RONW 157 | 1898 | 21.47 | 23.29 | 13.28 | 19.57 [ 9.39 | 11.58 | 9.91 | 115
Efficiency Ratio
Int.Inc/TF 12.46 | 13.08 | 11.75 [ 1058 [ 7.57 [ 8.61 [9.34 | 9.9 9.78 | 8.96
Int.Ex/TF 415 | 500 [484 |494 [325 [38 [362 [429 [429 |411
Opt.Ex/TF 831 [808 |691 |564 [432 |475 [572 [561 |548 | 485
NI/TF 191 |18 [325 [342 [265 [206 [219 |245 [252 [267
Solvency Ratio
CrDR 62.92 | 60.75 | 57.57 | 56.98 | 57.63 | 67.49 | 71.17 | 71.06 | 72.29 | 74.49
ICR 13 142 | 126 [132 [123 |05 036 | 047 [044 | 043
CDR 462 | 437 [539 |547 | 494 |62 755 | 7.86 | 6.64 | 6.64

Source: Compiled Financials Report from Moneycontrol.com and annual reports.

The table-03 presents profitability, efficiency and solvency ratios of Federal Bank Ltd for a period before merger and after merger. It is clear that during pre
merger NPM and RONW have shown increased trend for the first three years and thereafter that exhibited declining trend, whereas ISR ratio as experience an
mixing trend. During post merger ISR, NPM and RONW as mixing trend; An Acute in to efficiency ratio of Federal bank during the pre and post merger reveals
that Int.Income ratio has shown increasing first one year thereafter continuously declining trend, and during the post merger period it has shown volatility;
Int.Inc/TF increased first one year thereafter declining trend Int.Ex/TF and NI/TF have shown mixing trend whereas Opt.Ex/TF is exhibited decreasing trend
continuously whereas. In post merger period Int.Inc/TF increased first three years thereafter declining trend. Int.Ex/TF and Opt.Ex/TF have shown mixed trend
and NI/TF has exhibited continuously increasing trend. And solvency ratio all four ratios have shown mixed trend.
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TABLE-04: ANALYSIS OF FINANCIAL RATIOS OF FEDERAL BANK LTD (FB)

RATIOS Mean Std. T-value Significant
Diff. Deviation | Actual | Table | Alternative /
Value Value | Hypothesis Insignificant
Reject / Accept

Profitability Ratios
a) Interest Spread Ratio -0.928 | 0.8324 -2.4932 | 2.132 | Accepted Significant
b) Net Profit Margin 5.412 2.3650 5.1169 2.132 Rejected Insignificant
c) Return on Net Worth -6.154 | 7.0283 -1.9578 | 2.132 | Accepted Significant

Efficiency Ratios

a) Interest Income /Total Fund -1.77 2.1874 -1.8094 | 2.132 Accepted
b) Interest expended / /Total Fund | -0.402 | 0.8131 -1.1056 | 2.132 | Accepted
c) Net Income / /Total Fund -0.232 | 0.5789 -0.8960 | 2.132 | Accepted Significant
d) Operating Expenses/Total Fund | -1.370 | 1.6473 -1.8595 | 2.132 | Accepted

Solvency Ratios ’
a) Credit Deposit Ratio 12.030 | 4.8583 5.5829 2.132 Rejected Insignificant
b) Interest coverage ratio -0.866 | 0.1143 -16.947 | 2.132 | Accepted Significant
c) Cash Deposit Ratio 2.02 0.8010 5.6393 2.132 Rejected Insignificant

Source: based on table 03.

RESULTS AND DISCUSSION

The table-04 presents descriptive statistics, to understand whether there is significant difference in the Profitability, Efficiency and Solvency ratios before and
after merger, paired T-test is applied and considered one tailed T-test. The summery of analysis in the Profitability ISR, and RONW both are less than 5% one
tailed T-test (Table value), it can be concluded that there is Significance difference, but NPM is more than 5% one tailed T-test (Table value), it can be concluded
that no Significant difference in the Efficiency ratios all the four ratios are less than 5% one tailed T-test (Table value), it can be concluded that there is more
Significant difference and Solvency ratios, ICR is less than 5% one tailed T-test (Table value), it can be concluded that significant difference, but CrDR and CDR
are more than 5% one tailed T-test (Table value), it can be concluded that no Significant difference in the before and after merger.

CONCLUSION

Merger is, in fact, a potent strategic tool of consolidation in the banking sector. Many times, mergers do produce positive impact on surviving banks. This
conception, perhaps, may not be universally true. Hence the impact differs from case to case. This study shows that impact of merger on financial performance
of surviving banks. For this a comparison between pre and post merger performance examined in terms of profitability, efficiency and solvency ratios. In the
present study, based on results and discussion of 5 years pre and post merger financial ratios of merger data of Indian Overseas Bank and Federal Bank Ltd, it
can be concluded that ISR, RONW, all the four ratios of efficiency and ICR there is significant difference of both banks, while NPM, CDR are significant in the
Indian overseas bank but no significant in the Federal bank Ltd, and CDR is no significant in both banks.

In the ultimate analysis, it can be inferred that there is a positive impact of the event of merger on both Indian overseas Bank and Federal Bank. But the extent
of positive impact is found more in case Indian Overseas Bank then Federal Bank.
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