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Abstract In today’s business world the corporate and PSUs 

have practiced of major restructuring through merger and 

acquisition strategies. This is well acknowledged fact Mergers and 

Acquisitions are being considered as an admired strategy for 

augmentation. This research paper is based on how the merger of 

SBI associates into its parents company affects the financial 

performance on consolidation basis. In this article we analyzed 

the financial position before merger and after merger of SBI and 

find out an increase in the profitability by few parameters in short 

run while it gives the hike in performance as well as in efficiency 

for long term basis because of low operating cost. It has been 

observed that after the merger, bad loan pile up, suddenly the 

profit of the bank come down, during this period when the entire 

economy of India was facing the pressure of demonetization and 

GST regime in India while SBI was thinking to be indexed in top 

50 banks of the world. This research article also reveals the fact 

and figures how mergers & acquisitions have consequences and 

effects on financial position of the bank performance considering 

five years from the very beginning of pre and post observation 

period. In this study t-test is used to evaluate all financial 

parameters before and after merger of five SBI associates into SBI 

and it is found that for short period of time, after merger the SBI 

did not perform well but after two years it has not only increased 

its profitability but also increase the efficiency by minimizing the 

operating cost.   

 

Index Terms: Key Ratio Analysis, Merger, Pre & Post merger 

value of SBI   

 

I. INTRODUCTION  

Merger of SBI associates into SBI is only the way to assist 

these banking units it will not only support to the profitability 

of their associates but also a golden chance to SBI to increase 

its market share in untapped market of India. From the last 

two decades the whole Indian Banking is being consolidated 

to bring in the payback of mergers & acquisition. The 

foremost and supreme responsibility of Banks is to accelerate 

economic upswing in the country and provides finance for 

investments. Now a day‟s banking industry has gone through 

a transfigure stage in terms of rules and regulation with the 

insistence of globalization. These modifications in the 

policies have overblown this sector‟s structure and strategic 

decision making. In this paradigm shift a lot of different 

corporate level strategy has been adopted by banking 

companies to be much more cost effective and to upsurge 

ahead globally. Mergers and acquisitions are one of the 

prominent strategies which undertake the consolidation of 

banking companies and resulted as one of the unrivalled 

commercial game plan for financial institutions. To make 

stronger the banking industry the most prevailing practice 
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embrace by banks is merger. The government of India has 

been introduced to a great extent of reforms in the Indian 

banking sector for strengthening this industry but there are 

few successful mergers and acquisitions relatively. These 

reforms are supporting it to grow multiple. The first ever and 

the most flourishing and profitable pattern of merger were 

New Bank of India merged into the Punjab National Bank 

(PNB).It was the first merger among the nationalized (Public 

Sector Banks) banks. After this successful consolidation 

banking there have been a bunch of mergers in Indian banking 

system which resulted that Mergers are favorable for Indian 

banking industry. The biggest merger in the history of 

banking world is the five associates of SBI & one more 

Bharatiya Mahila Bank merged into SBI bank. These 

„associates‟ banks are „State Bank of Bikaner and Jaipur‟ 

(SBBJ), „State Bank of Hyderabad‟ (SBH), „State Bank of 

Mysore‟(SBM), „State Bank of Patiala‟(SBP), „State Bank of 

Travancore‟ (SBT) and Bharatiya Mahila Bank. The merger 

was take place on 1st April 2017 with a vision of nourishing 

the associated sick units of SBI. 

  

II. LITERATURE REVIEW 

Some attempts have been done by research scholar in the field 

of merger & acquisition which are analyzed and shaped up in 

tabular form. 

   Singh & Kumar (1994), Ravi S.& Rao studied the 

restructuring of non-profitable companies by the way of 

merger and acquisition with the wealthy companies is the 

most effective way of healing their sickness. Vashisht (1987) 

analyzed the operating performance of government sector 

banks. It has a positive result over the six parameters after the 

merger, like branch growth, deposit ratio, credit policy, 

priority sector advances, Loan & advances, and net profit 

margin throughout 1971-83. 

Cornett &Tehranian (1992) studied the financial position of 

largest bank merger between 1982 and 1987. The findings of 

their study concluded greater performance for merged banks 

because of the improvements in capacity to attract loans and 

deposits through the public.  

 

Atma (1996) generalized the growth of Indian banking sector 

has been remarkable after the banking sector reforms so the 

present banking structure is the end result of the processes of 

growth, amalgamation, merger &acquisition reform.  

 

This has given the positive response. 

Gelli (1998) examined the privileged position of capital 

backing of the banks were essential, only mergers can 

accomplish it.  
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Kumar&Kishore.(2003)there were no predetermined closing 

stages to improve the levels of efficiency and 

profitability.Chanda (2005) studied that the after the merger 

and acquisition, market prices level of the government 

undertaking banks was quite impressive.  

In addition, it could be state that bank mergers could not 

always be an invocation for their customers. Sometime it 

swells the possibilities for monopolistic competition.  

Dash Ashutosh. (2005) found that the today‟s mergers are 

mainly aggravated by the firms which have sound financial 

condition with above industry average performances and this 

tendency continues to carry on overtime for the sick units. 

Mohan (2006) studied Indian banking Industry has been 

saturated because of their expansion while it has a lack of 

scaling up as per the global standard so merger & acquisition 

is only the way to sort out this problem.  

Dimikris &Ketemina(2006), Santos(2006), Nazir & 

Alam(2010),Mohamad Akbar et al (2012)find out and 

concludes the practical efficiency and productivity have been 

increased but there is turn down in the net worth by the way of 

merger, acquisition and takeover. 

Healy, Ghosh, Kruse, Weston & Mansigka,Vijay & Saxena. 

Altunbas & Mantravadi & Reddy. (2007) concluded the 

operating performance of merging firms improved 

considerably after the merger and acquisitions because of low 

operating cost, the reason behind they stated after having the 

efficiency in the operation.  

Muhammad(2010) criticized the M&A and how these 

strategies are not successful to revive the financial 

performance of bank.Antony Akhil (2011), Pramod & Reddy, 

Tambi (2005), Bhide et. al (2002), Anup Agraval (1999), 

Beena P L (2000), Leepsa et al (2009), Saplev V(2000) There 

is a noteworthy improvement in the productivity of merged 

firm. It has a correlation with the financial performance 

before and after merger. The merged private and public both 

bank achieved sound financial position by way of maximizing 

their wealth. 

Vardhan.P.(2001),Kumar(2009),Surjit(2002),Vanitha&Selv

an.(2007)studied Merger does not have any impact on the 

financial position of the companies whether it is public sector 

or private sector financial Institutions. 

Nedunchezhin and Premalatha (2011), Sathye (2003), 

Ataullah et al (2006) concluded that those Public sector banks 

which are supported by central government achieved more 

efficiency and more profitability as compared   to Private 

sector banks during the post merger period.  

Mantravadi & Reddy (2007) observed that the mergers of 

same groups of companies do not have any positive effect on 

the financial position of the consolidated one; there has been 

disgrace operational performance and ROI after the merger of 

identical sector‟s companies.  

Khan (2011) has concluded that merged banks can easily 

attain their efficiency and profitability through merger & 

acquisitions. These institutions passes the benefits to the all 

stakeholders in the form of high rate of return to the 

shareholders and better services to their customers by 

generating higher net profits margins along with more market 

share. 

 Gerard T. O & Michael S. P(2005 (2011),studied an increase 

in the profit as well as return  on equity after the merger in 

banking industry and state the problem how acquiring banks 

interest are reasonable and cost effective determinants of 

merged banks anomalous stock return performance.  

Sai and Sultana (2013) It has been concluded that Net 

earnings, EBIT, ROCE, ROE and Debt/ Equity ratio there 

was no any transforming and significant change in these ratios 

before merger and after mergers these ratios remain as it is. 

There was only one parameter which has significant 

difference i.e. Gross Profit Margin.  

Monika (2014) she concluded that the mergers & acquisitions 

expressed value mixed motives to attract the investors by way 

of corporate level strategy and use behavioral theories to 

understand the philosophy behind the decisions to adopt a 

form of consolidation.  Vulanovic (2017-18) found that the 

merger doesn‟t have positive impact on the capital adequacy 

financial and operating performance of the company. The 

companies which are occupied the merger reported zero or 

negative outcome in the financial performance. Singh & 

Bansal (2017-18) and Shijaku (2017) found the key financial 

ratios are essential to appraise the productivity and efficiency 

of the bank In financial world the decisions of investment and 

financing can be made on behalf of these parameters. 

 

Table I: Explore the findings of previous research 

scholars before and after merger of different financial 

institutions as well as companies. 

 
 

III. OBJECTIVES OF THE STUDY  

1. To weigh up the effects of merger on the financial 

performance of the SBI by analyzing pre-merger and 

post-merger ratio of financial parameters. 

2. To identify the operating efficiency of the Bank by 

analyzing per employee and per branch ratio. 

IV.      SIGNIFICANCE OF THE STUDY 

This analysis of financial performance of SBI is based on pre 

and post-merger for ten years. How does the profitability of 

the bank and the information reflect the movement in the 

share price of the bank? 

  

V.    SOURCES OF DATA 

The research is based on Secondary Sources of data which 

includes the Annual Reports of the SBI; RBI Database; 

research publications &Business news papers etc. 

 

VI.     HYPOTHESIS 

H0= Mergers of SBI associates does not have significant 

difference in the financial performance of SBI 

H1= Mergers of SBI associates have a significant difference 

in the financial performance of SBI. 
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DATA ANALYSIS TOOL 

The arithmetic, statistical and financial ratios analysis and 

tabulation techniques are used for the analysis of data. For 

hypothesis testing, t-vale. p-value, standard deviation, and 

mean are calculated with the financial data of SBI. The 

financial performance on the basis of different parameters of 

the bank before and after the mergers has been statistically 

compared at 5% level of significance. 

P value and t value are used to test the hypothesis. These 

values are the evidence against the Null hypothesis. 

 

VIII.   METHODOLOGY   

This study is an endeavor to scan the knock of merger and 

acquisition of banking segment in India. Although the data of 

two different periods have been taken to evaluate and examine 

the performance of SBI profitability after merging entities. 

The methodology is based on past observations and records 

which represents the complete research work found in the 

different state of affairs. 

A. Testing of level of significance:  

Table II disclose the “mean values and t value” of pre and 

post-merger of Basic EPS (89.63 and 138.058), and mean of 

Book Value (547.44 and 971.66) .This change in mean value 

stipulate there is an elevation in EPS& Book value after 

merger. Meanwhile, the mean value of dividend/share (14.6 

and 28.083), mean value of operating revenue/share (793.918 

and 1214.29), mean value of Net Profit/share (85.662 and 

133.226) are increased in post merger period respectively and 

P Value in all cases of per share ratios is less than 0.05 so the 

hypothesis of significance has been accepted. 

 

Table-II: Key Financial Ratios (Per share ratio) 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 

 

Table-III: Per Employee Ratios 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 

 

B. Testing of level of significance:  

Table III releases the “mean value” of pre and post-merger of 

Income of interest/ Employee (2265109.17 and 4621641.91) 

Net Profit/ Employee (245879.29 and 480197.92) Business/ 

Employee (35962409.98 and 85848246.47) which were 

increased in the post – merger period respectively. The impact 

of merger is positively correlated with the per employee ratio. 

Since the all P-Values of these ratios are less than 0.05 it 

shows the impact of the performance over the per employee 

ratios is highly significant hence the hypothesis of 

significance is accepted because it has a correlation with the 

post merger of SBI. 

 

C. Testing of level of significance: Table IV represents 

the “mean value and t value” of pre and post-merger of 

Interest Income/Branch (45863456.27 and 71695013.5) Net 

Profit Branch 4959546.982and 7501125.5) Business Branch 

(722464872.8 and 1330221305) which all are increased in the 

post – merger period respectively.  

 

The effects of merger are highly correlated with the efficiency 

of SBI before and after merger.   

Hence the P-Values of these ratios are (0.0003, 0.0008 and 

0.001 respectively) less than 0.05 means merger influenced 

the performance over Per Branch ratios, which is significantly 

different hence the hypothesis of significance is accepted after 

the rejection of Null hypothesis because it has a correlation 

with the post merger of SBI.  

 

Table IV: Per Branch Ratio 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 

 

D. Testing of level of significance: Table V represents a 

significant changes in the “mean values & t value” of pre and 

post-merger for Net Profit Margin (10.76% and 10.50%), 

mean value of Operating Profit Margin (11.68% and -0.5%), 

mean value of Return on assets (0.89% and 0.79%), mean 

value of Return on Net worth (16.04% and 13.061%), mean 

value of net interest margin (4.03 and 3.021), mean value of 

cost to income (36.79%and 36.071%) respectively. This 

performs a minute change in the financial parameters during 

the post- merger period except the net interest margin.Net 

Interest Margin has the more significant value (P=0.00047) in 

compare to all parameters.Net profit margin, operating profit 

margin, return on assets, return on equity and cost to income 

have higher P-value while we compare with the (0.05) level of 

significance So it can be concluded only net interest income 

margin is affected by merger and other parameter accept the no 

significant hypothesis. 
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Table V: Key Performance Ratios 

 
 

Table VI: Key Performance Ratios 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 

 

E. Testing of level of significance: Table VI calculated the 

mean of pre and post-merger for Interest Income/Total Assets 

(8.306% and7.578%) , mean of Non-Interest Income/Total 

Assets (-0.074% and -0.815%), mean of Operating Profit/Total 

Assets  (0.962% and 0.815%), mean value of Operating 

Expenses/Total Assets (%) (2.474% and 1.985%), mean value 

of Interest Expenses/Total Assets (4.272 and 4.55), while P 

values of pre and post-merger of SBI are 

0.0795,0.351,0.4366,0.086 and 0.270 respectively(Interest     

Income/Total Assets , Non-Interest Income/Total Assets 

(Operating Profit/Total Assets, Operating Expenses/Total 

Assets, Interest Expenses/Total Assets) Hence the only value 

of non interest income has the significant difference after the 

merger means increasing in non-interest income because of the 

transaction charge, bank fees ,draft fees  generated more 

income in compare to the previous years so in this case the null 

hypothesis is rejected while in all other parameters it is 

accepted. 

Table VII: Valuation Ratios 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 

 

F. Testing of level of significance: Above analysis (see table 

VII) let out mean value & P values of pre and post-merger of 

Enterprise Value, EV/ Net Sales, Retention Ratios are highly 

significant which are (0.0004, 0.0241 and 0.036) less than 0.05 

of significant level that‟s why null hypothesis is rejected while 

Price to Book Value, Price to sales and Earnings yield are 

having no significant with the pre merger and post merger 

because these parameters have higher P value in compare to 

hypothesis level. The conclusion of above analysis is that post 

merger the market value of the SBI has been increased but the 

decreasing retention ratio affected the earnings of the bank. 

 

Table VIII: Key Financial Ratios (Per Share Ratio) 

2004-2008 & 2015-2019 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 

 

G. Testing of level of significance: Table VIII disclose the 

mean values t values & P values of pre and post-merger of 

“Basic EPS” (89.63 and 7.452), and mean of “Book Value” 

(547.44 and 217.418).It is clear by the table that there is 

downfall in per share ratios the after merger. Meanwhile, mean 

value of “Dividend per share” (14.6 and 1.74) has been 

decreased same as mean value of operating revenue/share 

(793.918 and 230.944), mean value of Net Profit/share (85.662 

and 7.43) are decreased in post merger period respectively and 

P Value in all cases of per share ratios is less than 0.05 so the 

hypothesis of significance is accepted. It is concluded that per 

share ratios of SBI has been decreased after merger. 

Table IX: Per Employee Ratios 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 
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H. Testing of level of significance:  

Table IX is showing the increased values of mean of pre and 

post-merger of Interest Income per Employee (2265109.17 and 

6353495.296) Net Profit per Employee (245879.29 and 

4269142.402) Business per Employee (35962409.98 and 

127399386.4) which has been significantly up in the post 

merger period consequently the impact of merger is perfectly 

correlated with the Per employee‟s performance of SBI. In this 

table due to non availability of data of 2019 the P-Values of 

these ratios are greater than 0.05 it shows the impact of the 

performance over per employee ratios is highly insignificant 

hence the hypothesis of non significance is accepted 

notwithstanding it has a correlation with the post merger of 

SBI. 

Table X: Per Branch Ratios 

 
 

I. Testing of level of significance:  

 Table X reflects the increased values of mean while compare 

to pre and post-merger period of SBI. These changes are: 

Interest Income per Branch (45863456.27and 78323364.66) 

Net Profit per Branch (4959546.982and 3427020.542) 

Business per Branch (722464872.8 and1568237835) which 

increased the efficiency and productivity after the merger As a 

result of this it can be conclude that after merger per branch 

performance will be increasing in future as per the movement 

of these trend .In this case due to non availability of data of 

2019 the P-Values of these ratios are greater than 0.05 it shows 

the impact of the performance over per branch  ratios is highly 

insignificant hence the hypothesis of non significance is 

accepted notwithstanding it has a correlation with the post 

merger of SBI. 

 

Table XI: Key Performance Ratios 

 
 

J. Testing of level of significance:  
 Table-XI calculated the mean values of pre and post-merger 

of Net Profit Margin (10.76% and 3.602%), mean value of 

Operating Profit Margin (11.68% and -13.736%), mean value 

of Return on assets (0.89% and 0.254%), mean of Return on 

Net worth (16.04% and 4.061%), mean of net interest margin 

(4.03 and 2.388), mean value of cost to income (36.79%and 

41.868%) respectively. This performs changes in the 

financial position during the post- merger period except the 

cost to income. Cost to income has the no significant value 

(P=0.1049) in compare to all parameters.Net profit margin, 

operating profit margin, return on assets, return on equity and 

net interest margin have lower P-value while we compare 

with the (0.05) level of significance So it can be concluded 

only cost to income has no effect while all key ratios lost their 

performance after merger and accept the significant 

hypothesis. This is a drawback of merger for SBI financial 

position. 

 

Table XII: Key Performance Ratios 

 
S-Significant if P≤ 0.05, t≥1.96 (Significance level=.05) 

 

K.   Testing of level of significance: Table XII calculate the 

mean values of pre and post-merger for Interest Income/Total 

Assets (8.306%  and 6.786%) , mean value of Non-Interest 

Income/Total Assets (-0.074% and 1.166%), mean value of 

Operating Profit/Total Assets  (0.962% and -0.908%), mean 

value of Operating Expenses/Total Assets (%) (2.474% and 

1.79%), mean value of Interest Expenses/Total Assets (4.272 

and  4.376), while P values of pre and post-merger of  SBI are 

0.001,0.0011,0.007,0.0225&0.4371respectively(Interest 

Income/Total Assets , Non-Interest Income/Total Assets 

(Operating Profit/Total Assets, Operating Expenses/Total 

Assets ,Interest Expenses/Total Assets ) Hence the only value 

of non interest expenses has no significant difference after the 

merger while Interest Income/Total Assets has decreased , 

Non-Interest Income has been increased /Total Assets 

Operating Profit/Total Assets come down heavily and 

Operating Expenses/Total Assets decreased after the merger. 

The null hypothesis is accepted only in case of interest 

expenses/Total Assets. 

 

Table XIII: Valuation Ratios 
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L. Testing of level of significance: Above analysis (see table 

XIII) reveals the (S-Significant if P≤ 0.05, t≥1.96 

Significance level=.05)P values of pre and post-merger of 

Enterprise Value, EV/ Net Sales, Price to book value and 

earning yield are highly significant which are (0.0010, 0.0001, 

0.0261 and 0.0007) less than 0.05 that is significant level so 

null hypothesis is rejected while Price to sales and retention 

ratio are having no significant with the pre merger and post 

merger because these parameters have higher P values in 

compare to hypothesis level. The conclusion of above analysis 

is that after merger of SBI associates into SBI the market value 

has been increased but the price to sale and retention ratio 

accepts the null hypothesis. 

 

X. FINDINGS AND CONCLUSION 

The State Bank of India announce the result for March 2018 it 

faces a loss of Rs.7, 718 crore when we traced back the reason, 

find out the bad loan of SBI goes up by 12.2% because of the 

Merger of all associates later on the SBI revive itself and 

reduces the cost of operation to fill the gap of this loss and 

finally till 2019 came out of this crisis by achieving the profit of 

Rs 838.40 crore. The main findings of this study are; the 

earning of the shareholders has been reduced but the value of 

the firms goes up after the merger of all associates. It is clear 

from the analysis during 2008 the merger of SBS gives a 

remarkable growth and its presence in Saurastra to SBI later on 

SBI continue this consolidation and reduces the all operating 

expenses by 2.34%.With this biggest merger SBI has displayed 

its capabilities to be a leader in Indian Banking Industry. It has 

been proved by this research the merger reduces the cost of 

banking operation for long terms perspective. After the first 

two merger of SBI the price per ratio, key performance ratio 

and valuation ratio goes up and enhance the productivity and 

profitability of the Bank while in case of the merger of five 

associates and Bhartiya Mahila Bank the financial performance 

of SBI come down heavily because of their sickness it increase 

the burden to the bank as well as shareholders then SBI manage 

any how to block up this gap by increasing retention ratio, 

nonetheless after two years of merger SBI got successful to 

achieve higher market value and profitability as few years ago 

of merger. However the results would be clearer in upcoming 

years. It is concluded that after merger somehow the overall 

financial performance of the bank has been improved but this 

change is not good enough to be a benchmark until the SBI 

would not recover the bad loan otherwise the SBI will remain 

in the losses as long as it does not minimize operating cost. The 

aim of financial inclusion and enlargement of geographical 

access of banking services by synergizing can be achieved 

better with the merger of large public sector banks and 

leveraging on their expertise. 
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