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Summary: In today’s competitive world Mergers and Acquisition is one of the important corporate level
strategies. There are various reasons like creating synergy, achieve economies of scale, expand operations and cut
costs etc. due to which the entities adopt this strategy. The purpose of our research paper is to go behind the scene
highlighting those forces which are playing active role in the mergers and acquisition of Centurion Bank of Punjab
and Housing Development Finance Corporation Bank in year 2008. This paper discusses two time slots, one pre and
second post-merger period. In these time slots five years before and after merger has been studied by doing finan-
cial analysis of the two banks on the basis of following Ratios like, debt equity ratio, financial coverage ratio, net
profit margin ratio, return on net worth ratio, credit to deposit ratio etc. The data pre and post-merger was col-
lected and its impact on financial position of HDFC Bank was studied by applying Time Dummy model through SPSS
software to test the statistical significance which helps to know that Merger had a positive effect on financial health
of the Bank. The results found suggest that the bank has gained efficiency and is able to pass benefits to all stake-
holders in the society. Thus it can be said that the banks benefitted from this venture.
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®IHAHCOBUI AHANI3 A0 TA MNICAA ONEPALLT NOrMMHAHHA BAHKY «CENTURION BANK OF
PUNJAB» BAHKOM «HOUSING DEVELOPMENT FINANCE CORPORATION»
CaHpxain Kymap ban, PhD, aupeKTop-po3nopagHuK
Wpi Can iHCTUTYT MeHekMeHTy, MaHaBana, AMpitcap (IHAiA)
PamaHgun aytam, ooueHT
CeHT Congjep iHCTUTYT MEHeKMEHTY Ta TeXHikK, xanaHaxap (IHgia)

AHOmMauyis. Y cb0200HIWHbOMY KOHKYPEeHMHOMY c8imi 3Aummsa ma Mo2AuHAHHA € OOHUMU 3 8aMH(UBUX
cmpameeili KoprnopamusHo20 pPieHA. ICHyroMb pi3Hi NPUYUHU, MAKi AK CMBOPEHHSA cuHepeii, 00ca2HeHH eKoHOMIl
30 macwmabamu, po3wupeHHA onepauili ma CKOpo4YeHHA sumMpam moujo, Yyepe3 wo cyb'ekmu 20cnodapro8aHHA
npulimaroms yto cmpamezito. Mema Hawoz20 00CAiO#eHHA noas2de 8 momy, wob susHayumu mi cunu, sKi gidie-
paroms aKmueHy posab y 3aummi ma npudbaHHi Centurion Bank of Punjab ma Housing Development Finance
Corporation Bank y 2008 poui. ¥ uili cnammi o62080ptoromscs 08a Yacosi iHmepsanu: nonepedHili nepiod i Opyauli
nepiod nicaa 3aummes. Y yux 4acosux iHmepsanax npomsA20oMm rn'amu pokie 00 i nicaa 3aumms 6yna0 nposedeHo ¢i-
HaHcosuli aHani3 080x 6AHKI8 HAO OCHOBI HACMYMHUX Crig8iOHOWEHb, MAKUX AK KoegiuieHm ¢iHaHcosoi 3abe3neye-
Hocmi, KoegiyieHm iHaHcos020 3a6e3neyeHHs, KoegiyieHm KopucHocmi yucmozo npubymky, KoegiuieHm s8iddayi
8i0 Yucmoi sapmocmi, KoegiyieHm kpedumysaHHA 0o derno3umy mouwio. aHi nonepedHb020 AHAAI3Y i aHANI3Y
nicna 3aumms 6yno 3i6paHo. Briaus Ha ¢iHaHcose cmaHosuwe 6aHKy Housing Development Finance Corporation
6y10 BU3HAYEHO 3 BUKOPUCMAHHAM Yaco80i Ha4aabHoi modeni (Time Dummy Model) 3a donomozoro npo2pamHo2o
3a6e3nevyeHHs SPSS 0518 nepesipku cmamucmu4Hoi 3HQYUMOCMI, KA O0MNOMA2aE 3PO3yMimu, W0 3Aummsa manu
nosumusHull 8rnaus Ha piHaHcose 300po8'a baHky. OmpumaHi pe3ynemamu cgidyame rnpo me, w0 6aHK Habys
YuHHocmi ma 30amHuli nepedasamu nepesaau 8CiM 30UiKA8AEHUM CMOPOHAM y Cycrninbcmei. TaKUM YUHOM, MOM(-
Ha ckazamu, w0 6aHKU ompumasu 8ueody 8id ybo20 NidNPUEMcMaa.

Keywords: 3aummsa ma noeauHaHHs, 6aHKiecbKuli cekmop, cmamucmuyHa 3Havyumicme, Time Dummy
Model, SPSS.

Introduction: Mergers and Acquisitions have gained substantial importance in the pre-
sent day Corporate World as it is one of the best processes of Capital Restructuring. Restruc-
turing usually means major alterations and modifications in the corporate strategies and be-
liefs. This strategic alliance is adopted with an aim of getting a competitive edge over com-
petitors, eventually creating a new economic paradigm. The increasing popularity of mergers
can be attributed to breaking of trade barriers and high-end competition. This expansion is
either done through absorption or consolidation. The present case is also one such example
of consolidation. This type of set up was a horizontal merger and was mainly taken up to
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meet the competition from foreign banks, Policies of Government of India, Inflation, gaining
synergy etc.

Need of the study: The Merger between HDFC & CBOP Bank was one of the biggest in
Indian Banking Sector. It proved beneficial in taking CBOP out of financial crises and finan-
cially strengthened HDFC. Therefore, through our research, we tried to study reasons behind
the merger and its effect on financial position of HDFC Bank.

Scope of the Study: This study is restricted to merger between HDFC Bank and Centu-
rion Bank of Punjab. The Pre- Merger and Post-Merger financial ratios have been compared
for 5 years before the merger and 5 years after the merger.

Objectives of the Study: 1) To compare Pre-Merger financial Performance of the HDFC
Bank and CBOP 2) To analyze Post-Merger Financial Performance of HDFC Bank.

Literature Review.

D. Subrahmanya (2012) analyzed the impact of mergers and acquisition on Indian fi-
nancial service industry and its technological development. This research was carried out in
two phases out of which the first phase dealt with the financial performance after merger
and acquisition and second in evaluating the technological development since merger. In or-
der to draw appropriate results he used various parameters like ratio analysis, data envel-
opment approach and concluded that there was significance difference in majority of busi-
ness and productivity as well as the operating performance of the banks have also improved
in post merger.

Nedunchezhian & Premlatha (2014) examined Analysis of Pre and Post Merger Public
Sector Bank Efficiency: A DEA Analysis. The main objective of their research was to study
about pre and post merger performances of the banks with its competitor and the effective-
ness of the mergers. For the purpose of their study, the researchers used Data envelopment
Analysis (DEA), Performance analysis and Profit Efficiency Analysis and sample size of five
public sector banks merged during 2002-2007. From the findings the researchers concluded
that the post merger efficiency of the banks is more as compared to the pre merger effi-
ciency thus proving merger has a positive impact on the banking industry.

Afza & Yusuf (2014) examined Impact of mergers on efficiency of banks in Pakistan.
The main objective of their research was to study the effect of merger on the efficiency of
the banks by comparing pre and post merger periods. For the purpose of their study they
used stochastic frontier analysis. The study concluded that pre merger cost efficiency was
93.83% as compared to post merger which was 94.15% which concluded that mergers lead
to improvement in cost efficiency of the banks concerned.

Shakya (2014) examined mergers and acquisitions in Indian Banking Sector. The main
objective of their research was to examine specific regulatory issues associated with mergers
and acquisitions in Indian banking sector and policies of RBI related to mergers in banking
sector. His research dwells into the core reasons behind RBI, monopolizing the banking
merger regulations and the Tabled banking Regulation (Amendment) Bill.

Monika (2014) examined mergers and acquisitions in Indian banking sector-A com-
parative study on pre-post merger. The main objective of the study was to assess the overall
financial performance and value implications of recent mergers and acquisitions in Indian
banking system. In order to support the research, the researcher has used ratios such as
gross profit margin, net profit margin, operating profit margin and so on. From the findings
researcher concluded that mergers prove to have a positive impact on return on equity ex-
cept net profit ratio and so much so help in innovation and technological improvement.

D. Subrahmanya (2012) analyzed the impact of mergers and acquisition on Indian fi-
nancial service industry and its technological development. This research was carried out in
two phases out of which the first phase dealt with the financial performance after merger
and acquisition and second in evaluating the technological development since merger. In or-
der to draw appropriate results he used various parameters like ratio analysis, data envel-
opment approach and concluded that there was significance difference in majority of busi-
ness and productivity as well as the operating performance of the banks have also improved
in post merger.

Kema (2011) examined Post-Merger Profitability: A Case of Royal Bank of Scotland
(RBS). The objective of the study was to analyze whether merger of the banks improves the
profitability. The sample of study includes financial reports of Royal Bank of Scotland (RBS)
and ABN AMRO Bank. For the purpose of analysis of this study t- test was used. he research
concludes that financial performance of RBS in the areas of profitability, liquidity, and cash
flows has been quite satisfactory before the merger deal.
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Vyas (2010) examined post-merger financial performance analysis ICICI bank and Erst-
while bank of Rajasthan Itd. The objective of the research was to make a comparative analy-
sis of the impact of merger on financial performance of the selected entity of BFSI industry in
India. This research was mainly based on secondary data. For the purpose of analysis paired
sample t-test was used. The earnings growth after merger was found at a much higher rate
in value addition to shareholder.

Sinha & Kaushik (2009) examined post merger and acquisition of selected financial
sector organizations in India. The main objective of the research is to study whether the per-
formance of the banks have improved after mergers and acquisition or not. For the purpose
the study rank test and ratio analysis has been performed. The sample is of 17 banks that
got merged between the years 2000 — 2008. Earnings available to shareholders and debt to
equity ratio showed significant change in pre and post merger financial position of the com-
panies. The acquiring firms were able to generate value creation in one or the other form.

Ostland & Lindblad (2008) examined Cross border mergers and acquisitions in the
banking sector: A Swedish Perspective. The main objectives of their research were to study
the effect of globalization on their clientele and effect of cultural differences on the man-
agement as well as on efficiency. For the purpose of their study, they adopted theoretical
approach along with research approach which involved thorough practical research and
maintaining proper execution and quality at the same time. From the findings the research-
ers concluded that during their interview with the Swedish banks, interviewee stated that
they wanted to reach a larger consumer base which lead to increase their hold and would
increase competitiveness in the Swedish market.

David C. Cheng (2006) examined ‘Financial determinants of Bank Takeovers’ he found
that several studies have examined the determinants of bank merger pricing. Those studies
focus on the characteristics of the target and downplay the characteristics of acquirer. Their
study found that the purchase price is a negative function of the target’s capital to asset ra-
tio. The only variable used in their model is the ratio of acquirer to target assets.

Stavros Peristiani (2005) studied whether the merger and acquisition improve the
scale efficiency of U.S banks. He examined the pre and post merger performance of acquir-
ing banks and scale efficiency. For this purpose various parameters like T-test, regression
analysis were used and it was found out that US banks failed to improve their efficiency in
post merger period as no proper evidence was available to support hypothesis of significant
improvement in the efficiency.

Sufian & Fazlan (2004) examined the efficiency effects of bank mergers and acquisi-
tions in the developing economy: Evidence from Malaysia. The main objectives of the re-
searchers were to investigate the effects of merger on the efficiency of Malaysian Banks. In
order to support their research, they adopted the technique of Data Envelopment Analysis
(DEA) and Constant Returns to Scale (CRS). From the findings the researchers conclude that
by applying DEA, Malaysian Banks exhibit overall efficiency of 95.9% and minimal waste of
4.1% which further suggests that during the merger year overall efficiency deteriorates sig-
nificantly but is better than pre-merger year whereas in post merger year overall efficiency
increases which is better than pre-merger period.

Nirmala & Aruna (2003) examined Literature Review of mergers and acquisitions. The
objective of the study was to improve competitiveness of companies through gaining greater
market share, broadening the portfolio to reduce business risk, and capitalizing on econo-
mies of scale. This research is based on secondary source of data. For the purpose of analy-
sis of this study paired t-test was used. The research concluded that there is a negative cor-
relation that exists between cost inefficiency index and bank mergers.

Fuentes & Sastre (1998) examined Mergers and Acquisitions in the Spanish banking
Industry. The main objective of their research was to study the effect of mergers and acquisi-
tions on profit generating capacity and level of efficiency in comparison with control groups.
In order to support their research, researchers adopted various indicators namely Profit gen-
erating capacity, Efficiency and productivity, Indicators of market shares and total assets
growth, Indicator of business structure and indicators of capital adequacy. From the findings
the researchers concluded that though there were certain cost reductions but it didn’t reflect
immediately in the profit and loss account of the banks but contributed to increase in com-
petitiveness and capital adequacy ratios leading to growth in investment.

Research Methodology:

(Research Design)

Type of Research: The research design used for the study is descriptive research.
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Research Tools: Dummy Variable Model using SPSS has been used to analyze data.

Sources of Data: The research has been conducted with the help of secondary data.
The secondary data may be defined as the data that has been collected by someone other
than the user. Entire research is dependent upon secondary data which has been collected
from moneycontrol.com and capitolline.com.

(Sample Data)

Sample Size: The Study is based on the merger of Housing Development Finance Cor-
poration (HDFC) Bank & Centurion Bank of Punjab (CBOP). To study the impact of the merger
of HDFC Bank and CBOP sample data has been taken for 10 years. The data has been di-
vided into pre- merger period (2003 - 2007) and post- merger period (2009 - 2013).

Sampling Technique: Convenient sampling has been used as a sampling technique.

Sampling Unit: Sampling unit for the research is banking sector of India.

Sampling Selection: For the purpose of the research HDFC Bank and CBOP has been
selected as their merger was one of the major mergers in Indian banking industry.

Hypothesis: For the purpose depicting the significance of Financial Ratios, Hypothesis
has been formulated:

HO = There is no significant difference between pre and post ratio of acquirer bank.

H1= There is significant difference between pre and post ratio of acquirer bank.

DATA ANALYSIS

1. Debt Equity Ratio

SPSS Output: (The Table No 1 Shows the SPSS Output of Dummy Variable Test on Debt
Equity Ratio)

Model Value Significance R Square
Constant 10.092 .000 448
Time Dummy -1.658 .034

Before Merger = 10.092 - 1.658 * 0 = 10.092
After Merger = 10.092 -1.658 *1 = 8.434

Hypothesis P Value Accept / Reject
Ho: There is no significant difference between pre average
and post average current ratio of banks. H1: There is sig- .034 Accept H1

nificant difference between pre average and post average
current ratio of banks.

At 5% level of significance, we find both Intercept and Time Dummy to be significant
as the value is less than 0.05. Thus the merger of HDFC Bank and CBOP has some positive
impact on the debt equity ratio of HDFC Bank as it has reduced by 1.658 after the merger.

2. Financial Charge Coverage Ratio

SPSS Output: The Table No 2 Shows the SPSS Output of Dummy Variable Test on Fi-
nancial Charge Coverage Ratio

Model Value Significance R Square
Constant 1.642 .000 .700
Time Dummy -1.000 .003

Before Merger = 1.642 -1.000* 0 = 1.642
After Merger =1.642 -1.000 * 1 = 0.642

Hypothesis P Value Accept / Reject

Ho: There is no significant difference between pre average .003 Accept H1
and post average Current ratio of banks. H1: There is sig-
nificant difference between pre average and post average
Current ratio of banks.

At 5% level of significance, we conclude that both the Intercept and Time Dummy are
significant as the value is /less than 0.05. The merger of HDFC Bank and CBOP has negative
impact on financial charge coverage ratio as it has reduced by 1.000 after the merger.

3. Net Profit Margin

SPSS Output: The Table No 3 Shows the SPSS Output of Dummy Variable Test on Net
Profit Margin

Model Value Significance R Square
Constant 15.846 .000 .087
Time Dummy -1.004 .409
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Hypothesis P Value Accept / Reject

Ho: There is no significant difference between pre average .409 Accept Ho
and post average current ratio of banks. H1: There is sig-
nificant difference between pre average and post average
current ratio of banks.

At 5% level of significance, we conclude that both the Intercept and Time Dummy are
insignificant as the value is more than 0.05. The result clearly indicates that the merger of
HDFC Bank and CBOP does not have any impact on the Net Profit Margin of HDFC Bank.

4. Return on Net worth
SPSS Output: The Table No 4 Shows the SPSS Output of Dummy Variable Test on Re-
turn on Net Worth

Model Value Significance R Square
Constant 23.038 .000 .849
Time Dummy -6.974 .000

Before Merger =23.038 - 6.974* 0 = 23.038
After Merger =23.038 - 6.974* 01= 16.064
Hypothesis P Value Accept / Reject

Ho: There is no significant difference between .000 Accept HO
pre average and post average Current ratio of
banks. H1: There is significant difference be-
tween pre average and post average Current
ratio of banks.

At 5% level of significance, we conclude that both the Intercept and Time Dummy are
significant as the value is /less than 0.05. The merger of HDFC Bank and CBOP has negative
impact on return on net worth of HDFC Bank as it has reduced by 6.974 after the merger.

5.Credit to Deposit Ratio

SPSS Output: The Table No 5 Shows the SPSS Output of Dummy Variable Test on
Credit/Deposit Ratio

Model Value | Significance R Square
Constant 60.094 .000
Time Dummy 14.566 .010 .588

Before Merger = 60.094 + 14.566* 0 = 60.094
After Merger = 60.094 + 14.566* 1 = 74.66

Hypothesis P Value Accept / Reject

Ho: There is no significant difference between .010 Accept H1
pre average and post average Current ratio of
banks. H1: There is significant difference be-
tween pre average and post average Current
ratio of banks.

At 5% level of significance, we conclude that both the Intercept and Time Dummy are
significant as the value is less than 0.05. The merger has positive impact on credit/deposit
ratio as it has increased by 14.566 after the merger.

6. Investment to Deposit Ratio

SPSS Output: (The Table No 6 Shows the SPSS Output of Dummy Variable Test on In-
vestment to Deposit Ratio)

Model Value Significance | R Square
Constant 55.942 .000 .790
Time Dummy -17.496 .001
Before Merger = 55.942 -17.496* 0 = 55.942
After Merger = 60.094 - 14.566* 1 = 45.528

Hypothesis P Value Accept / Reject
Ho: There is no significant difference between pre .001 Accept HO
average and post average Current ratio of banks.
H1: There is significant difference between pre av-
erage and post average Current ratio of banks.
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At 5% level of significance, we conclude that both the Intercept and Time Dummy are
significant as the value is less than 0.05. The merger has negative impact on investment to
deposit as it has reduced by 17.496 after the merger.

7.Interest Expended to Interest Earned Ratio

SPSS Output: The Table No 7 Shows the SPSS Output of Dummy Variable Test on Int.
Expended to Int. Earned Ratio

Model Value | Significance R Square
Constant 45.838 .000 .495
Time Dummy 5.858 .023

Before Merger = 45.838 + 5.858* 0 = 45.838
After Merger = 45.838 + 5.858* 1 = 51.696
Hypothesis P Value Accept / Reject
Ho: There is no significant difference between pre .023 Accept H1
average and post average Current ratio of banks.
H1: There is significant difference between pre av-
erage and post average Current ratio of banks.

At 5% level of significance, we conclude that both the Intercept and Time Dummy are
significant as the value is less than 0.05. The merger has positive impact on interest ex-
pended to interest earned ratio as it has increased by 5.858 after the merger.

8. Interest Expended to Total Funds
SPSS Output: The Table No 8 Shows the SPSS Output of Dummy Variable Test on Int.
Expended to Total Funds

Model Value | Significance | R Square
Constant 3.264 .000 522
Time Dummy 1.398 .018

Before Merger = 3.264 + 1.398 *0 = 3.264
After Merger = 3.264 + 1.398 * 1 = 4.662

Hypothesis P Value Accept / Reject

Ho: There is no significant difference between pre average 0.18 Accept H1
and post average Current ratio of banks. H1: There is
significant difference between pre average and post aver-
age Current ratio of banks.

At 5% level of significance, we conclude that both the Intercept and Time Dummy are
significant as the value Js less than 0.05. The merger has positive impact on credit/deposit
Ratio as it has increased by 1.398 after the merger

S.No. Ratio SPSS Output Hypothesis
Significant Insignificant
1. Debt Equity Ratio ‘ Accept H1
2. Financial Charge Cover- Accept H1
age Ratio Q
3. Net Profit Margin Accept Ho
4, Return on Net Worth Q Accept H1

5. Credit to Deposit Ratio Accept H1

6. Investment to Deposit Accept H1
Ratio

7. Int. Expended to Int. Accept H1
Earned Ratio

8. Interest Expended to To- Accept H1
tal Funds

Total Q 8
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Conclusion: Thus by applying the dummy model through SPSS, we can say that yes,
the merger has proved to be a profitable venture for HDFC Bank financially although for
CBOP it was a win - win situation. The statistical analysis done on ratios shows that there is a
significant impact of merger on HDFC Bank after 2008
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AHomauyia: Cmamms npucea4yeHa ocobau80CMAM 3aCMOCY8AHHA 00HO20 3 Cy4YacHUX Mmemodis hiHaHco-
80i nno2icmuku — 6100x3emy8aHHI0. broO#emysaHHs € Cy4acHUM 8UGOM (hiHAGHCOB020 MAAHYBAHHSA, MOYUHAKOYU 8i0
cmpamezi4Ho20, CMPOKOM HA 00UH (hiHaHcosul piK, AKUl 8pAX08YE GAbMEPHAMUBHI 8apiIaHMU YrpPasiHHA 2po-
WoBUMU NMOMOKAMU, MAK i MOMOYHO20 3 MOK8APMAsIbHOK, MOMICAYHOO ma 00HoA0608010 demarnizayjieto.

B cmammi 3aripornoHo8aHO MemOoOUKY CroAy4eHHA cmpamezi4Ho20 PiYyHO20 Ma KeapmasbHO20 NOMOYHO20
6ro00xcemis 2powlosux NOMokis y suenadi nodsitiHo2o 6r0xemy, akuli cknadaemscs 3 080x YacmuH. KopomKocmpo-
Kosuli 6r00x#em cmpoKom Ha 00UH Keapmas micmume anbmepHamusHi eapiaHmMu, 83ami 3i cmpameaiyHo20 piYHO20
6r003cemy-npozHo3y hopMyB8aHHA | BUKOPUCMAHHA 2pOUO0BUX MOMOKI8, AKUl € OpiEHMUPOM 015 BUKOHAHHSA OMOoY-
HO20 6r00MHCEMY 2poWOosUX Kouwimis nionpuemcmea. [pyaoto YyacmuHoo € iHOuKamusHuli cmpameziyHuli 6ro0xem
CMPOKOM HA 00UH PiK, AKUU Micmume asemepHamueHi 8apiaHMU 8UKOPUCMAHHSA 2pOUWO0BUX NOMOKiI8.

®iHaHCOB8G NM02iICMUKA € MEXHOO2IENO YyNPaBAiHHA, NAAHYBAHHA | KOHMPOIH2Y 2POWO8UX MOMOKI8 Ha OC-
Hosi iHhopmayii npo pyx yux nomokis. @iHAHCO8A a02iCMUKa 8 ynpasAiHHI 2powosuUMU MOMOKamu 3abe3sneyye
ehekmusHe pe2ynt08aHHA ma ixHo 36a1aHCO8AHICMb.

®iHaHcosa no2icmuKa nNiGNPUEMCMBA, KA 30 OCHOBHY Memy cmasums rosHe | ceoevacHe 3abe3nevyeHHsA
lioezo onepauiliHoi ma iHeecmuyiliHoi dignbHOCMI GiIHAHCOBUMU NMOMOKAMU Yy 8U3HAYEHUX 0bcA2ax, mepmiHax i
Oxcepenax iHAHCYB8AHHA 30 MiHiManbHOO sapmicmio pecypcy. Halikpawum memooom G0CA2HEHHA Yiel memu €
mMemoo0 61003 emyB8aHHs.

Knrouosi cnosa: hiHaHcosa sozicmuKa, 6r00xemysaHHs, 2powosi NnomoKu, cmpameeaiyHul 61003 em,
nomoyHuli 6100xem, iHOuKamueHuli 6ro0xcem.
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