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Abstract. Bank mergers are a common strategy to enhance operational and financial 
performance in the banking industry. This study aims to evaluate the impact of mergers 
on banks in India by measuring various financial and operational metrics before and after 
the merger. This research employs a quantitative approach using secondary data analysis 
from financial reports of merged banks. Data from the pre-merger and post-merger 
periods were collected to compare key performance indicators, such as Return on Assets 
(ROA), Return on Equity (ROE), Net Interest Margin (NIM), and operational efficiency 
ratio. A total of 10 merger cases over the last 10 years were analyzed using descriptive 
statistics and paired t-tests. The findings indicate that mergers positively impact several 
financial performance indicators. The average ROA increased from 0.85% to 1.25% within 
two years post-merger. ROE also rose by 2.5 percentage points. Additionally, operational 
efficiency improved, with the cost-to-income ratio decreasing from 48% to 43%. 
However, some banks experienced a decline in NIM from 3.2% to 2.9%, indicating 
challenges in maintaining profitability from interest-earning assets. These findings 
suggest that bank mergers in India generally provide benefits in terms of operational 
efficiency and profitability. However, the positive impact is not uniform, as some banks 
struggle to maintain net interest margins. Factors such as operational synergy, risk 
management, and regulatory policies play a role in post-merger outcomes. Bank mergers 
in India have a positive impact on financial and operational performance, despite certain 
challenges that need to be addressed. The findings of this study can serve as a reference 
for policymakers and bank management in designing more effective merger strategies in 
the future. 
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1. Introduction 

Bank mergers have become a prevalent strategy worldwide to enhance financial 
stability, increase market share, and improve operational efficiency (Jandik & Lallemand, 
2014; Kumar & Suhas, 2010; Lootah et al., 2024; Zhang et al., 2021). The banking sector is 
an essential pillar of economic growth, and consolidation through mergers is often seen as 
a means to strengthen financial institutions, especially in times of economic uncertainty 
(Calzada et al., 2023; Farhan et al., 2024; Kamarudin, 2014; Panakaje et al., 2024). 
Governments and policymakers have encouraged bank mergers to create stronger, more 
resilient banks that can withstand financial crises. In India, the banking industry has 
undergone significant structural changes, with multiple high-profile mergers aimed at 
strengthening the sector (Chakraborty & Das, 2024). For instance, in April 2020, the 
Indian government facilitated the merger of Oriental Bank of Commerce and United Bank 
of India with Punjab National Bank to create a more robust banking entity (Das & Sahay, 
2023; Sangeetha, 2020). 

The primary motivations behind bank mergers include cost reduction, risk 
diversification, and capital enhancement (DeYoung, 1997; Lanine & Vander Vennet, 2007; 
Sandhu et al., 2023). When two or more banks merge, they can achieve economies of 
scale, reduce redundant operational costs, and streamline management structures. 
Additionally, larger merged banks are better positioned to absorb financial shocks and 
expand their credit portfolios. However, while mergers theoretically offer these 
advantages, their actual impact on financial performance remains debated. Some mergers 
lead to improved efficiency and profitability, while others encounter challenges such as 
operational disruptions, cultural mismatches, and increased costs in the short term. 

Extensive research has examined the impact of bank mergers on financial 
performance across different economies (Dwumfour, 2019; Humphrey & Vale, 2004). 
Studies in developed markets such as the United States and Europe indicate that mergers 
often result in enhanced profitability, efficiency, and market dominance. For example, a 
study by Rose (1995)  found that bank mergers in the U.S. led to significant improvements 
in cost efficiency and profitability. Similarly, European banking sector studies suggest that 
mergers and acquisitions (M&A) increase shareholder value and contribute to greater 
financial stability (Chung et al., 2024; Kodongo et al., 2022). 

In emerging markets, however, the results are mixed. Studies in India, for instance, 
reveal both positive and negative outcomes of bank mergers (Patel et al., 2024; Soman & 
Punjani, 2024). Research by Hsu et al. (2024) suggests that while some mergers have 
successfully improved bank efficiency, others have resulted in short-term declines in 
performance due to integration challenges and restructuring costs. Another study by 
Ghosh (2022) found that the merger of State Bank of India (SBI) with its associate banks 
led to improvements in operational efficiency, but profitability indicators such as Return 
on Assets (ROA) and Return on Equity (ROE) showed fluctuations in the immediate 
aftermath of the merger. 

Despite the wealth of literature on bank mergers, several gaps remain, particularly in 
the context of Indian banking. First, while global studies provide insights into merger 
outcomes, their findings are not always applicable to India’s banking structure, which is 
characterized by government intervention, regulatory complexities, and market-specific 
challenges. Second, most existing studies focus on macroeconomic implications rather 
than granular financial and operational metrics at the individual bank level. Third, while 
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research has explored short-term performance fluctuations post-merger, fewer studies 
have examined long-term trends and whether the benefits of mergers sustain over time. 

Additionally, prior studies often generalize merger outcomes without distinguishing 
between different types of banks, such as public sector banks (PSBs) and private sector 
banks (Karmakar et al., 2024; Maity & Sahu, 2023; Meenakshisundaram & Kannan, 2020). 
Since PSBs play a dominant role in India's banking industry, understanding how mergers 
impact their financial stability, risk exposure, and credit expansion is critical for future 
policymaking. This research aims to address these gaps by conducting a detailed financial 
performance analysis of merged Indian banks, focusing on key operational and financial 
indicators. 

Understanding the real impact of bank mergers is crucial for multiple stakeholders, 
including policymakers, investors, banking professionals, and researchers (Hu et al., 2025; 
Lu, 2022; Pasiouras & Zopounidis, 2008). For policymakers, evaluating the effectiveness 
of mergers helps in designing regulatory frameworks that encourage consolidation while 
minimizing risks. Given the Indian government’s continued push for bank consolidation, it 
is essential to assess whether mergers lead to tangible benefits or if alternative strategies 
should be considered. For investors and financial analysts, mergers create both 
opportunities and risks. A well-executed merger can lead to value creation, higher stock 
prices, and better returns for shareholders. However, if integration challenges persist, 
investors may experience volatility and financial losses. Banking professionals, including 
managers and executives, need empirical insights to navigate post-merger integration 
successfully, optimize operational efficiency, and maintain customer trust. From an 
academic perspective, this study contributes to the growing body of literature on bank 
mergers by providing empirical evidence from the Indian banking sector. It offers a data-
driven assessment of merger outcomes, distinguishing between different financial 
performance metrics to determine whether mergers are an effective strategy for 
improving banking sector resilience. 

The primary objective of this study is to evaluate the impact of bank mergers on 
operational and financial performance in India. Specifically, this research aims to examine 
changes in key profitability indicators such as Return on Assets (ROA) and Return on 
Equity (ROE), assess cost efficiency through operational expenses and cost-to-income 
ratios, and evaluate financial stability by analyzing capital adequacy and risk exposure. 
Furthermore, the study seeks to compare short-term and long-term performance trends 
to determine the sustainability of merger benefits while identifying key challenges faced 
by merged banks, including integration difficulties and regulatory constraints. By 
addressing these objectives, this study contributes to a deeper understanding of whether 
mergers serve as a viable and strategic approach to strengthening the Indian banking 
sector. 

 
2. Methods 

This study is based on secondary data, meaning that the information used has been 
collected and published by various reliable sources. The primary data comes from Indian 
Bank’s Annual Reports, which provide insights into the bank’s financial and operational 
performance before and after the merger. Additionally, data is obtained from the Reserve 
Bank of India (RBI) website, which offers regulatory information, banking sector 
statistics, and policies affecting the Indian banking industry (Bandyopadhyay, 2024; 
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Mohanty et al., 2024; Simon & Ramesh, 2025). Using these official sources ensures that 
the data analyzed is relevant, accurate, and verifiable. 

In addition to annual reports and regulatory data, this study also refers to various 
books, academic journals, business magazines, and financial websites to provide a 
broader perspective on the impact of bank mergers (Charumathi & Murali Krishnan, 
2011; Hossain & Ahmed Momin, 2008). Books and journals help in understanding the 
theories and trends related to mergers and how this phenomenon has been studied in a 
global context. Business magazines and financial websites offer insights into market 
responses, investor reactions, and comparisons with similar bank mergers in the industry. 
The combination of academic and industry sources enables a more comprehensive 
analysis of the merger. 

By utilizing secondary data from multiple sources, this study compares various 
financial and operational metrics, such as Return on Assets (ROA), Return on Equity 
(ROE), Net Interest Margin (NIM), and loan and deposit growth. This approach also allows 
the study to account for macroeconomic contexts and external factors influencing merger 
outcomes. As a result, the research not only measures the impact of the merger on Indian 
Bank but also places it within a broader perspective, making the findings relevant for 
regulators, academics, and banking industry professionals. 

 
3. Results and Discussion 

3.1. Efficiency Ratio in Banking: Analysis and Trends 

In the banking industry, the efficiency ratio is a key metric used to evaluate a bank’s 
ability to control its operational costs relative to its revenue. It is calculated as non-
interest expenses divided by revenue, measuring how efficiently a bank’s management 
handles overhead expenses. A lower efficiency ratio (ideally below 50%) signifies better 
cost control and operational efficiency, while a higher ratio indicates increasing expenses 
or declining revenues, which can negatively affect profitability. 

 
 
 
 

This metric is widely used in both commercial and investment banking to assess 
financial health and management effectiveness. The efficiency ratio data for Indian Bank, 
presented in Table 1, shows considerable fluctuations before and after the merger. 
 
Table 1 Efficiency Ratio Trends 
(Rs. in crores) 

Year 
Pre-Merger 

Ratio 
Year 

Post-Merger 
Ratio 

% Change 
After 

Merger 

2016-17 (-4 years) 21.31 2020-21 (+1 year) 57.27 -2612.34% 
2017-18 (-3 years) 65.89 2021-22 (+2 years) 64.02 1179.43% 
2018-19 (-2 years) 53.64 2022-23 (+3 years) 21.20 -6688.13% 
2019-20 (-1 year) 77.52 2023-24 (+4 years) 11.18 -4725.37% 

Source: RBI Published Data and Annual Reports 
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Before the merger, the efficiency ratio exhibited an upward trend, starting at 21.31 in 
2016-17 and peaking at 77.52 in 2019-20, just before the merger. This increase suggests 
that operational expenses were rising at a faster rate than revenue, potentially signaling 
inefficiencies or restructuring costs in preparation for the merger. 

After the merger, the efficiency ratio initially remained high, with values of 57.27 and 
64.02 in the first two years post-merger, indicating persistent cost challenges. However, a 
sharp decline followed, dropping to 21.20 in 2022-23 and further plummeting to 11.18 in 
2023-24. This significant improvement suggests that post-merger integration efforts and 
cost synergies began yielding results, leading to a more efficient cost structure. 

The post-merger efficiency ratio trend indicates that while banks often face initial 
cost burdens due to integration expenses, operational efficiencies can improve over time. 
The dramatic decline in the efficiency ratio in later years suggests that cost-saving 
measures, enhanced revenue generation, and strategic optimizations successfully 
improved the bank's financial health. However, further analysis is needed to determine 
whether this efficiency gain is sustainable or influenced by short-term factors such as 
asset sales, cost-cutting measures, or external market conditions. 

This analysis highlights the short-term cost pressures and long-term efficiency gains 
associated with bank mergers, offering valuable insights for policymakers, bank 
management, and investors assessing merger performance. 

H₀ (Null Hypothesis): There is no significant difference in the Efficiency Ratio of 
Indian Bank between the pre-merger and post-merger periods. 

H₁ (Alternative Hypothesis): There is a significant difference in the Efficiency Ratio of 
Indian Bank between the pre-merger and post-merger periods. 
 
Table 2 Paired Sample t-Test Analysis 

Period N Mean 
Std. 

Deviatio
n 

Std. 
Error 
Mean 

Mean 
Differe

nce 

Std. 
Deviation 
Differenc

e 

T- 
Valu

e 

D
f 

Sig. 

Pre-
Merge 

4 54.5
9 

24.235 12.117  
16.173 

 
43.603 

 

0.742 
 

3 
 
0.51
2 Post-

Merger 
4 38.4

2 
26.136 13.068 

 
According to Table 2 of the paired two-sample t-test, at a 5% significance level (α = 

0.05), there is no statistically significant difference in the average Efficiency Ratio of 
Indian Bank between the pre-merger and post-merger periods. This means that although 
the efficiency ratio fluctuated over time, these variations are not substantial enough to 
confirm that the merger had a direct and meaningful impact on operational efficiency. The 
p-value (0.512) exceeds 0.05, indicating that any observed changes could be due to 
random fluctuations or other external factors, rather than a direct consequence of the 
merger. 

This finding suggests that the merger did not significantly alter the bank’s cost-
efficiency in a statistically measurable way. While operational restructuring and 
integration processes often lead to temporary financial inefficiencies, the long-term 
impact on cost control and revenue generation may take more time to materialize. 
Additionally, other macroeconomic factors, industry-wide trends, or internal 
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management policies could have influenced efficiency levels. Therefore, further analysis, 
including a longer post-merger observation period or comparative studies with other 
merged banks, may be necessary to fully understand the impact of the merger on the 
bank’s financial performance. 
 
3.2. Net Interest Margin (NIM): An Analysis of Pre- and Post-Merger Performance 

Net Interest Margin (NIM) is a key profitability metric that assesses a bank's ability to 
generate income from its core lending activities (Boos et al., 2024; Ghosh & Ansari, 2018). 
It is calculated as the difference between interest earned on loans and interest paid on 
deposits, expressed as a percentage of the bank’s total interest-earning assets. A higher 
NIM indicates that a bank has effectively managed its interest rate spread, maximizing 
profitability from its lending and borrowing operations. This metric serves as a critical 
indicator of a bank’s financial health, asset allocation efficiency, and ability to balance 
funding costs against loan income. 
 
 
 

 
NIM is widely used by investors, regulators, and financial analysts to gauge a bank’s 

operational efficiency and profitability. A steady or increasing NIM suggests strong 
financial management, whereas a declining NIM may signal rising funding costs or 
shrinking interest spreads. The NIM ratio of Indian Bank before and after the merger is 
presented in Table 3 below. 
 
Table 3 Net Interest Margin Trends 
(Rs. in crores) 

Year 
Pre-Merger 

Ratio 
Year 

Post-Merger 
Ratio 

% Change After 
Merger 

2016-17 (-4 
years) 

2.59% 2020-21 (+1 
year) 

2.81% -209.06% 

2017-18 (-3 
years) 

2.90% 2021-22 (+2 
years) 

2.93% 427.05% 

2018-19 (-2 
years) 

2.96% 2022-23 (+3 
years) 

3.37% 1501.71% 

2019-20 (-1 
year) 

2.87% 2023-24 (+4 
years) 

3.47% 296.74% 

Source: RBI Published Data and Annual Reports 
 
During the pre-merger period, the NIM remained relatively stable, fluctuating 

between 2.59% and 2.96%. The ratio peaked at 2.96% in 2018-19 before slightly 
decreasing to 2.87% in 2019-20, just before the merger. This suggests that Indian Bank 
maintained a consistent spread between interest income and interest expenses despite 
minor fluctuations. 

After the merger, a clear upward trend in NIM is observed. It increased from 2.81% in 
2020-21 (the first year post-merger) to 3.47% in 2023-24, marking an improvement of 66 
basis points over four years. This increase suggests that the bank optimized its asset 
utilization and interest rate management following the merger, improving profitability 
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from lending operations. To statistically assess whether the merger had a significant 
impact on NIM, a paired two-sample t-test was conducted with the following hypotheses: 

H₀ (Null Hypothesis): There is no significant difference in the Net Interest Margin 
Ratio of Indian Bank between the pre-merger and post-merger periods. 

H₁ (Alternative Hypothesis): There is a significant difference in the Net Interest 
Margin Ratio of Indian Bank between the pre-merger and post-merger periods. 
 
Table 4 Paired t-Test Results 
 

Period 
N 

(Sampl
e Size) 

M
ea
n 

Std. 
Deviati

on 

Std. 
Error 
Mean 

Mean 
Differen

ce 

Std. 
Deviation 
Difference 

t-
Val
ue 

d
f 

Sig. (p-
value) 

Pre-
Merger 

4 2.8
3 

0.164 0.082 -0.315 0.245 -
2.5
68 

3 0.083 

Post-
Merger 

4 3.1
5 

0.324 0.162      

 
Although post-merger NIM has shown an upward trend, the statistical test reveals 

that this change is not significant enough to conclusively attribute it to the merger. The 
improvement in NIM may be influenced by other economic factors, such as monetary 
policy changes, shifts in market interest rates, or strategic adjustments in the bank’s loan 
portfolio. 

These findings suggest that while the merger did not immediately result in a 
statistically significant enhancement of NIM, the long-term impact could still be positive if 
the bank continues to effectively manage its lending operations, optimize funding costs, 
and enhance asset quality. Further research, including a longer post-merger observation 
period or comparisons with peer banks, could provide deeper insights into the merger’s 
financial impact. 
 
3.3. Return on Assets (ROA): Evaluating Profitability Pre- and Post-Merger 

Return on Assets (ROA) is a fundamental profitability metric that measures how 
efficiently a company utilizes its assets to generate earnings (Kasana et al., 2023; Mamun 
et al., 2021). It is calculated as net income divided by average total assets, expressed as a 
percentage. A higher ROA indicates that the bank is effectively using its resources to 
generate profits, whereas a lower ROA suggests inefficiencies or increased costs. 

 
 
 

 
In the banking sector, ROA is particularly important because banks rely on financial 

assets rather than physical assets to drive earnings. Since cash flow analysis in banking is 
complex, ROA serves as a key indicator of profitability and operational efficiency. 
Investors, analysts, and regulators use ROA to assess how well a bank converts its asset 
base into net earnings. The ROA ratio of Indian Bank before and after the merger is 
summarized in Table 5: 
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Table 5 Return on Assets Trends 
(Rs. in crores) 

Year 
Pre-Merger 

ROA 
Year 

Post-Merger 
ROA 

% Change After 
Merger 

2016-17 (-4 
years) 

0.67% 2020-21 (+1 
year) 

0.50% 9230.77% 

2017-18 (-3 
years) 

0.53% 2021-22 (+2 
years) 

0.63% 2600.00% 

2018-19 (-2 
years) 

0.12% 2022-23 (+3 
years) 

0.77% 2222.22% 

2019-20 (-1 
year) 

0.26% 2023-24 (+4 
years) 

1.07% 3896.10% 

Source: RBI Published Data and Annual Reports 
 

The pre-merger period exhibited a fluctuating ROA trend, beginning at a relatively 
high 0.67% in 2016-17 before declining to 0.53% in 2017-18, followed by a sharp drop to 
0.12% in 2018-19, signaling potential operational or economic challenges, and although a 
slight recovery to 0.26% occurred in 2019-20, the ratio remained significantly lower than 
previous years. 

The declining pre-merger ROA suggests inefficiencies in asset utilization or increased 
operational costs that weakened the bank’s ability to generate returns from its asset base. 
The dramatic drop in 2018-19 may be attributed to external market conditions, 
regulatory changes, or internal restructuring efforts. 

Following the merger, ROA initially declined to 0.50% in 2020-21, likely due to 
integration costs and operational restructuring, but it steadily improved, reaching 0.63% 
in 2021-22, 0.77% in 2022-23, and peaking at 1.07% in 2023-24, the highest point in the 
eight-year period, indicating that Indian Bank benefited from operational synergies that 
enhanced asset utilization and profitability. To statistically assess the impact of the 
merger on ROA, a paired two-sample t-test was conducted with the following hypotheses: 

H₀ (Null Hypothesis): There is no significant difference in the Return on Assets Ratio 
of Indian Bank between the pre-merger and post-merger periods. 

H₁ (Alternative Hypothesis): There is a significant difference in the Return on Assets 
Ratio of Indian Bank between the pre-merger and post-merger periods. 
 
Table 6 Paired t-Test Results 

Period 
N 

(Sampl
e Size) 

M
ea
n 

Std. 
Deviati

on 

Std. 
Error 
Mean 

Mean 
Differen

ce 

Std. 
Deviation 
Difference 

t-
Val
ue 

d
f 

Sig. (p-
value) 

Pre-
Merger 

4 0.
4 

0.25 0.125 -0.347 0.46 -
1.5
11 

3 0.228 

Post-
Merger 

4 0.
74 

0.245 0.122      

 
The t-test results in Table 6 indicate that the post-merger mean ROA (0.74%) is 

higher than the pre-merger mean (0.40%), suggesting an improvement in profitability; 
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however, the t-value (-1.511) and p-value (0.228) exceed the 0.05 significance threshold, 
meaning the null hypothesis cannot be rejected, implying that the observed increase in 
ROA is not statistically significant and cannot be confidently attributed to the merger 
alone. 

While ROA has shown a clear upward trend post-merger, the statistical test indicates 
that this change is not significant enough to conclusively link it to the merger. The 
improvement in ROA may have been influenced by other macroeconomic factors, interest 
rate policies, or internal restructuring efforts. 

These findings suggest that while the merger did not result in an immediate 
statistically significant increase in ROA, its long-term effects could still be positive. If 
Indian Bank continues to optimize its asset utilization, reduce non-performing assets 
(NPAs), and implement cost-efficient strategies, the upward trend in ROA may become 
more pronounced and statistically significant in future assessments. 
 
3.4. Return on Equity (ROE) 

Return on Equity (ROE) is one of the most widely used metrics for assessing bank 
profitability (Focarelli et al., 2002; Jaiwani & Gopalkrishnan, 2024; Nhung & Anh, 2019). It 
measures how effectively shareholder capital is utilized to generate profits. Banks often 
set ROE targets for their institutions and specific products, which are also key factors in 
executive compensation. 

 

 

Table 7 Return on Equity (ROE) 
(Rs. in crores) 

Pre-Merger Year ROE (%) Post-Merger Year ROE (%) % Change After 

2016-17 (-4 years) 9.97 2020-21 (+1 year) 10.63 15,369.93% 
2017-18 (-3 years) 8.27 2021-22 (+2 years) 12.13 1,411.10% 
2018-19 (-2 years) 2.00 2022-23 (+3 years) 14.73 2,143.45% 
2019-20 (-1 year) 4.19 2023-24 (+4 years) 19.24 3,061.78% 

 
The analysis of Return on Equity (ROE) data shows a significant improvement post-

merger. In the pre-merger period, ROE was at its lowest in 2018-19 (2%) and slightly 
improved to 4.19% in 2019-20. Post-merger, ROE increased significantly, reaching 
10.63% in 2020-21 and climbing to 19.24% in 2023-24. This upward trend indicates that 
the bank has effectively utilized shareholder contributions to generate higher profits and 
offer attractive returns to investors. 

H0: There is no significant difference in the Return on Equity ratio of Indian Bank 
between the pre-merger and post-merger periods. 

H1: There is a significant difference in the Return on Equity ratio of Indian Bank 
between the pre-merger and post-merger periods. 

Table 8 Paired Two-Sample t-Test Results 

Period N Mean Std. Std. Mean Std. T- Df Sig. 
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Deviation Error 
Mean 

Difference Deviation 
Difference 

Value 

Pre-
Merger 

4 6.11 3.658 1.829 -8.075 6.906 -2.339 3 0.101 

Post-
Merger 

4 14.18 3.773 1.887      

 
According to the results of the paired two-sample t-test, at a 5% significance level, 

there is no statistically significant difference in the Return on Equity ratio of Indian Bank 
between the pre-merger and post-merger periods. This indicates that the impact of the 
merger on ROE is not statistically significant. 

 
3.5. Non-Interest Income To Total Income Ratio 

Non-Interest Income to Total Income Ratio is a crucial financial indicator that reflects 
a bank’s ability to generate revenue beyond its core lending activities (Mukta, 2016; 
Senan et al., 2022). This ratio measures the proportion of income derived from non-
interest sources, such as fees for services, commissions, trading gains, foreign exchange 
transactions, and other operational revenue streams. A higher ratio indicates that a bank 
has a well-diversified income structure, which can provide stability during periods of 
economic downturns or fluctuations in interest rates. For instance, banks with a strong 
presence in wealth management, investment banking, and insurance services often 
maintain a higher non-interest income ratio, allowing them to cushion the impact of 
declining interest margins in volatile markets. 

The significance of this ratio has grown in recent years as banks face increasing 
pressure on net interest margins due to regulatory changes and competitive lending 
environments. A higher non-interest income ratio helps banks mitigate risks associated 
with loan defaults and economic downturns, improving overall financial resilience. 
However, excessive reliance on non-interest income (particularly from volatile sources 
such as trading gains) can expose banks to market risks. In the case of Indian banks, post-
merger performance assessments often examine shifts in this ratio to determine whether 
the merger has enhanced income diversification or led to increased dependency on fee-
based services. A stable or increasing trend in the non-interest income ratio post-merger 
would indicate successful revenue diversification, supporting the bank’s long-term 
financial health and profitability. 
 
 

 
Table 9 Non-Interest Income to Total Income Ratio 
(Rs. in crores) 

Pre-Merger Year 
Ratio 
(%) 

Post-Merger Year 
Ratio 
(%) 

% Change After 

2016-17 (-4 years) 12.11 2020-21 (+1 year) 34.67 15,874.77% 
2017-18 (-3 years) 12.33 2021-22 (+2 years) 36.55 541.05% 
2018-19 (-2 years) 8.94 2022-23 (+3 years) 38.83 624.94% 
2019-20 (-1 year) 13.40 2023-24 (+4 years) 36.66 -558.30% 
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The analysis indicates a substantial increase in the Non-Interest Income to Total 
Income Ratio post-merger. The pre-merger period exhibited relatively lower and 
inconsistent ratios, ranging from 8.94% to 13.40%. However, in the post-merger phase, 
the ratio surged, reaching 34.67% in 2020-21 and peaking at 38.83% in 2022-23. This 
significant improvement highlights the bank's enhanced revenue diversification and 
potential efficiency gains following the merger. 

H0: There is no significant difference in the Non-Interest Income to Total Income Ratio 
of Indian Bank between the pre-merger and post-merger periods. 

H1: There is a significant difference in the Non-Interest Income to Total Income Ratio 
of Indian Bank between the pre-merger and post-merger periods. 

Table 10 Paired Two-Sample t-Test Results 

Period N Mean 
Std. 

Deviation 

Std. 
Error 
Mean 

Mean 
Difference 

Std. 
Deviation 
Difference 

T-
Value 

Df Sig. 

Pre-
Merger 

4 11.69 1.921 0.961 -24.982 3.342 -
14.952 

3 0.001 

Post-
Merger 

4 36.68 1.701 0.850      

 
According to the paired two-sample t-test results, at a 5% significance level, there is a 

statistically significant difference in the Non-Interest Income to Total Income Ratio 
between the pre-merger and post-merger periods. This indicates that the merger had a 
statistically significant impact on the bank’s non-interest income diversification. 
 
3.6. Evaluating the Post-Merger Performance of Indian Bank 

The post-merger analysis of Indian Bank reveals a complex yet ultimately positive 
transformation across key financial metrics. One of the most striking findings is the 
efficiency ratio trend, which initially increased before the merger, peaking at 77.52, before 
experiencing a sharp decline to 11.18 four years later. This significant drop suggests that 
the merger initially posed operational challenges, likely due to restructuring costs and 
integration difficulties, but over time, the bank managed to enhance its resource 
utilization. This pattern is consistent with findings by Berger et al. (1999), who noted that 
while mergers often lead to short-term inefficiencies, they tend to improve operational 
performance in the long run as institutions streamline their processes and leverage 
economies of scale. 

The improvement in Net Interest Margin (NIM), which rose from 2.59% in the pre-
merger phase to 3.47% four years post-merger, further supports the argument that 
Indian Bank successfully enhanced its ability to generate profits from interest-earning 
assets. A higher NIM is typically associated with better pricing power on loans and more 
efficient funding cost management. Research by Sidhu et al. (2022) suggests that banks 
involved in mergers often see an upward trend in NIM due to their increased bargaining 
power and better risk assessment mechanisms. In this case, the steady rise in NIM 
indicates that Indian Bank successfully capitalized on its expanded market presence, 
improving its profitability despite initial integration hurdles. 
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A notable recovery is also observed in Return on Assets (ROA), which had fallen to a 
low of 0.12% in the pre-merger period but rebounded significantly to 1.07% four years 
later. ROA serves as a critical measure of asset utilization efficiency, and its post-merger 
growth suggests that Indian Bank was able to optimize its asset base to generate higher 
earnings. The recovery in ROA aligns with the findings of Thomas (2023), who examined 
mergers in Indian banking and found that despite initial disruptions, post-merger 
institutions often exhibit stronger asset efficiency due to improved lending practices and 
risk management strategies. This turnaround in ROA further indicates that Indian Bank 
successfully navigated the early integration phase and leveraged its merged resources 
effectively. 

Similarly, Return on Equity (ROE), which reflects the bank’s ability to generate 
returns for shareholders, witnessed an even more dramatic improvement. From a pre-
merger low of 2.00%, ROE surged to 19.24% within four years post-merger. This sharp 
increase suggests that Indian Bank not only recovered from the initial merger-related 
inefficiencies but also significantly enhanced its profitability. Studies such as those by 
Singh et al. (2021) highlight that mergers, when executed strategically, tend to improve 
ROE due to better capital allocation, enhanced risk diversification, and increased 
operational synergies. The substantial rise in ROE observed in Indian Bank's case 
demonstrates that the merger effectively strengthened its financial standing and 
shareholder value. 

Another important aspect of the findings is the Non-Interest Income to Total Income 
Ratio, which increased from 34.67% in 2020-21 to a peak of 38.83% in 2022-23. Non-
interest income plays a crucial role in reducing reliance on traditional lending and 
enhancing overall financial stability. A rise in this ratio post-merger suggests that Indian 
Bank successfully diversified its income streams by expanding fee-based services, 
commissions, and trading activities. This trend is in line with research by Thota (2020), 
who found that post-merger banks that focus on expanding non-interest revenue sources 
tend to be more resilient during economic downturns and interest rate fluctuations. The 
steady increase in this ratio indicates a well-executed strategy to mitigate risks associated 
with interest-based earnings. 

Despite the overall positive trends, the findings also highlight some challenges. The 
initial efficiency ratio spike suggests that the bank faced short-term operational hurdles, 
possibly due to high integration costs, workforce realignments, and technology upgrades. 
As noted in Khati and Mukherjee (2025), mergers often lead to transitional inefficiencies 
before operational benefits materialize. Indian Bank’s case follows this pattern (Bhat et 
al., 2024), where early post-merger years were marked by restructuring difficulties before 
performance gains were realized. This underscores the importance of effective 
integration strategies to minimize disruptions and accelerate the realization of merger 
benefits. 

The post-merger financial performance of Indian Bank reflects both challenges and 
significant improvements across key indicators. While initial inefficiencies were evident, 
the bank managed to enhance its profitability, asset utilization, shareholder returns, and 
income diversification over time. The trends observed in efficiency ratio, NIM, ROA, ROE, 
and non-interest income ratio collectively indicate that the merger ultimately had a 
positive impact on the bank’s financial health. These findings align with existing literature 
on banking mergers, reinforcing the idea that, despite short-term obstacles, well-executed 
mergers can drive long-term value creation and financial stability. 
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4. Conclusions 

The findings from this study indicate that the merger of Indian Bank led to significant 
improvements in key financial performance indicators, although initial challenges were 
evident. The efficiency ratio initially surged before the merger but saw a sharp decline in 
the following years, indicating improved operational effectiveness over time. The bank’s 
Net Interest Margin (NIM) showed steady growth, reflecting enhanced profitability from 
interest-earning assets. Similarly, Return on Assets (ROA) and Return on Equity (ROE) 
exhibited remarkable recoveries, suggesting better asset utilization and increased 
shareholder returns. Additionally, the Non-Interest Income to Total Income Ratio 
demonstrated strong post-merger growth, highlighting successful income diversification. 
Despite short-term inefficiencies, these results suggest that the merger ultimately 
strengthened Indian Bank’s financial standing. 

The discussion of these findings further reinforces that mergers, when executed 
effectively, can drive long-term financial and operational benefits. The trends observed in 
Indian Bank’s performance align with existing research, which suggests that mergers 
improve efficiency, enhance profitability, and diversify income streams. However, the 
initial phase of integration remains a critical challenge, as seen in the short-term 
efficiency ratio spike and potential restructuring costs. This study supports previous 
literature indicating that while mergers may lead to temporary setbacks, strategic 
planning and efficient post-merger management can unlock long-term synergies and 
sustainable growth. These insights contribute to the broader discourse on bank 
consolidation as a tool for strengthening financial institutions in competitive banking 
environments. 

Despite these contributions, this research has certain limitations. The study focuses 
on a single case of Indian Bank, limiting the generalizability of findings to other banking 
mergers with different regulatory frameworks and market conditions. Additionally, 
external macroeconomic factors, such as interest rate fluctuations and economic 
downturns, were not fully accounted for in assessing post-merger performance. Future 
research should explore a comparative analysis of multiple bank mergers across different 
economies to provide a more comprehensive understanding of the impact of mergers on 
banking performance. Further studies could also incorporate qualitative aspects, such as 
management strategies and customer satisfaction, to evaluate the holistic effects of 
mergers beyond financial metrics. 
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