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In Nepal, Merger and acquisition takes place every year in the banking industry. There are different factors that leads to M$A in the banking industry such as change in rules and regulation, expansion of business in different part of the country, globalisation etc. Moreover, from the M$A banks expect improvements in performance and profitability as well. 
This research uses four major banks and examines their financial performances before and after the adaptation of M$A activities. The findings from this research is assumed to be significant not only for the banking industry but also for other business which may involve in M$A activity.
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Abstract
The M$A has been the trending strategy of the banks in order to improve their performance and to reduce their cost. The study examined the impact of M$A on bank’s profitability, efficiency and shareholders wealth. In order to conduct the analysis part of the research the key ratio indicator were used. The key ratios were computed using data obtained from the secondary sources such as annual reports published in bank’s official website as well as other financial articles. The performance of the banks were analysed from 2010 to 2018. The research conducted showed negative result post M$A activity for some banks. Out of four banks the efficiency and investment ratios of two banks were improved. Similarly, two banks managed to improve shareholders wealth post merger. 
Besides that, one bank showed negative impact of merger and acquisition as there was no improvement in any of the performance at all. Whereas, out of four banks; one bank managed to improve its overall performance post merger and acquisition activity. 

Keywords: Impact on profitability and profitability, pre and post-merger, financial performance, Merger and Acquisition Activity, key ratios.
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                           1 INTRODUCTION


1.1 Overview of Nepalese banking Industry 	

Banking plays great role in shaping the economic stability of the country. It creates stable microeconomic environment. They act as an indicator for economic development and financial system of the country. Therefore, bank is considered of greater importance in the country (Chand, 2009, 254-257).
The first ever bank in Nepal was established in 1937. Being the first ever bank, Nepal Bank limited also acted as a central bank as central bank was formed after two decades in 1956. In Nepal, until 1940’s the metallic coins were still in use which created difficulty in money handling.  So, Nepal Bank Limited acted as central bank without any laws and foundations. Thus, the necessity to establish separate body in order to handle currencies and to promote the financial organization was felt by the government (Maskey and Subedi, 2009). Hence, Nepal Rastra Bank was established as a central bank to carry monetary policies in 1956.After the liberalization and deregulation policy in 1980’s the establishment of banks increased rapidly. Different foreign joint venture was established in the early and mid-1980’s (Gyanwali, 2013). Currently, the total number of commercial banks is 32, development banks is 87, finance companies is 79 and micro-credit development is 21. Nepalese banking sector are categorised into four different class which are: - class A which is commercial Banks, Class B which is Development Banks, class C which is finance companies and class D which is microfinance development banks. According to NRB regulations, the paid-up capital of Class A banks is RS 200million, class B is 640 million, and class C is 320 million. However, there is no capital base limit for D class category (Nepal Rastra Bank, 2013).
Moreover, the mushrooming of banks created overcrowd in the Nepalese banking sector. Many banks faced liquidity crunch which created a need for merger process in Nepal (Nepal share Bazar, 2013).



1.2 Merger and Acquisition objectives and policies in Nepal

The wave of merger and acquisition started in early 1900’s. The M$A activities increased rapidly to cope with the economic downturn in 2000. Many Asian markets like South Korea, china, India started following the trend of US and Europe as they entered merger and acquisition activities. According to Chand, (2009), “cross-border M$A became an instrument to pursue a business growth in global markets.” 


M$A was very recently practiced in Nepalese Banking industry. After the adoption of liberalization policy by the Nepalese government during 1980’s, the financial institutions and private sector highly increased. The rapid mushrooming of banks and financial institutions created intense competition as well as bad malpractices. Most banks and financial institutions were weak as there were fierce competition and their capital base was small. Similarly, some banks were going through liquidity crunch and some were about to close as there was low performance and efficiency ( Nepal Share Bazar, 2013).In January 1, 2010, WTO (World Trade Organization) announced to increase the paid-up capital from NRs 2 billion to 5 billion. Further, Nepal Rastra Bank also announced that the paid-up capital should be maintained as stated by WTO by the end of 2013. Consequently, the Nepalese banking sector was weak and vulnerable. Thus, the lack of competency of local banks to compete and cope with those issues raised the need of merger and acquisition in Nepal. The increased capital base, fierce competition, rising market volatility, technological change has increased the responsibility for CEO and managers to improve their performance and deliver greater value to their shareholders as well. Thus, many banks opted to merge in order to increase industrial capacity, minimise cost and to be able to compete internationally. The merger was the core strategy adopted to overcome the financial challenges and complexities and achieve competitive advantage. Jha, (2010), explained, “In the modern winner takes all the economies, companies that fail to meet this challenge will face a certain loss of their independence, if not extinction.”  Corporate restructuring enables banks and other service industries to respond to unexpected pressures and new opportunities. Merger and acquisition is considered the important aspects of corporate restructuring which supports globalization of business. In this regard, as a means of corporate structuring merger was considered to deal with the mushrooming of banking and financial institutions in Nepal (Gautam, 2012). 

1.3 Merger policies in Nepal 
Merger was recent initiative taken by the NRB as a tool of corporate restructuring. The provisions for Merger as per bank and financial institutions, merger by laws act 2068(B.s) issued by NRB are as follows: -
1. A, B and C class banks and financial institutions are eligible to merge with each other. However, D class banks and financial institutions can only be merged with the same class banks and financial institutions (Dhungana, 2013).The two banks that wants to merge and are eligible should make an application to NRB and the agreement should be adopted through general meetings (Dhungana, 2013).

2. After the NRB issues LOI (Letter of Intent) to to be merged firm, the terms and conditions are proposed for fair financial system in the banking industry. The merger process takes 6 months to complete (Dhungana, 2013).


3. The next step is the property valuation. The assets and liabilities of to be merged firms is evaluated by the evaluator and reported to NRB (Dhungana, 2013).
4. Then, agreement on the type of license, name and address is made between to be merged firms (Dhungana, 2013).

5. Finally, the concerned firms should provide an action plan which includes the date of operation after the merging process is complete and should be submitted to NRB (Dhungana, 2013).



1.1 The lists of merged banks and financial institutions in Nepal are listed below: - 

	S. N
	Name of companies 
	Pre -merger 
	Post-Merger
	Final Date of Merger

	         1
	Himchuli Bikash Bank 
	Birgunj Finance limited
	H$B development Bank Limited 
	2011-06-15

	         2
	Business Development Bank
	Universal Finance Limited 
	Business Universal Development Bank
	2012-02-13

	         3
	 Kasthamandap Development Bank
	Shikhar Finance Limited 
	Kasthamandap Development Bank Limited
	2012-03-12

	        4
	Machhapuchre Bank Limited
	Standard Finance Limited
	Machhapuchre Bank Limited
	2012-06-25

	        5
	Global IME Bank Limited
	Commerz $ Trust Bank Limited
	Global IME Bank Ltd
	2014-04-03

	        6
	Infrastructure Development Bank 
	Swastik Merchant Finance Ltd 
	Infrastructure Development Bank Limited 
	2012-06-11

	        7
	Shine Development Bank 
	Resunga Development Bank
	Shine Resunga Development Bank
	2013-06-30

	        8
	NIC Bank Limited
	Bank of Asia Limited 
	NIC Asia Bank Limited 
	2013-06-17

	        9
	Vibor Bikash Bank Limited
	Bhajuratna Finance Ltd
	Vibor Development Bank
	2012-08-13

	       10
	Nepal Bangladesh Bank 
	Nepal Srilanka Merchant Banking and Finance
	Nepal Bangladesh Bank Limited
	2011-01-02

	       11
	Pashupati Development Bank Limited 
	Udham Development Bank Ltd
	Axis Development Bank Ltd
	2012-07-08

	       12
	Annapurna Development Bank Limited
	Suryadarshan Finance Limited 
	Supreme Development Bank Limited
	2012-07-08

	       13
	Araniko Development Bank 
	Surya Development Bank
	Araniko Development Bank Limited
	2012-07-08

	       14
	Laxmi Bank Limited
	Professional Diyalo Bank Limited
	Laxmi Bank Limited
	2016-12-16

	      15 
	Om Development Bank Limited
	Manaslu Bikash Bank Limited
	Om Development Bank Limited
	2017-05-31

	      16
	Sanima Bank Limited  
	Bagmati Development Bank Limited
	Sanima Bank Limited
	2016-12-16

	      17
	Garima Bikash Bank Limited 
	Subekshya Bikash Bank Limited
	Garima Bikash Bank Limited
	2016-09-09

	      18
	Kamana Bikash Bank Limited
	Sewa Bikash Bank Limited
	Kamana Sewa Bikash Bank Limited
	2017-08-06

	      19
	Bank Of Kathmandu Limited
	Lumbini Bank Limited
	Bank of Kathmandu Limited
	2016-07-08

	      20
	Prabhu Bank Limited
	Grand Bank Nepal Limited
	Prabhu Bank Limited
	2016-01-29



Source: - (sharesansar.com, 2018)
[bookmark: _GoBack]
1.4. Problem statement 

M$A activities has been frequently increasing in Nepalese banking sector. The mushrooming of banks in 1980’s began when Nepal Rastra Bank adopted liberalization and deregulation policy. However, the position of banking industry was very weak and vulnerable and didn’t lead competitive environment. Later, merger by law policy was introduced to strengthen the position of banking industry (Kafle, 2013). M$A became the core strategy for cost reduction, profitability increment etc. Various bank also regarded merger as an opportunity to increase their capital base and also to compete in the competitive financial markets.
This creates an interest to understand the impact of M$A on efficiency, profitability, capital adequacy in the banking and financial industry. Therefore, the study tries to understand if there is positive or negative impact of M$A on efficiency and profitability in the banking industry in Nepal. 
1.5. Research aims and objectives	
This research aims to investigate the performance of banks post merger and acquisition. The study specifically focuses on the financial performance of the major four banks in Nepal in order to evaluate the impact of M$A on the profitability, shareholders wealth and efficiency after their involvement in Merger and Acquisition. 
The major objectives of this research are as follows:

1) To evaluate and analyse the impact of merger on the efficiency, performance and profitability of the banking industry in Nepal.
      2) To evaluate the impact of M$A on shareholders wealth. 


1.6. Research Question 
As there are mixed results on the impact of M$A, the study attempts to answer: - Does M$A really increase efficiency, profitability and shareholders wealth in the Nepalese banking industry? 

1.7. Research hypothesis 
Many studies have revealed that M$A in the banking industry doesn’t have a positive impact in the profitability. However, other studies have revealed the significant increase in profit and efficiency as well. Moreover, various studies found that M$A have either positive or neutral impact on the financial performance of the banks. However, it depends on the types of Merger deal. The following hypothesis is established for this research: -

Ho- M$A has negative impact on the performance of major Nepalese banking industry. 
H1- M$A has positive impact on the performance of major Nepalese banking industry. 
Ho- M$A doesn’t improve the efficiency of major banks in Nepal.
H1- M$A improves the efficiency of major banks in Nepal. 
Ho- M$A doesn’t add value to the shareholders wealth.
H1-M$A adds value to the shareholders wealth.
                    
                               2. LITERATURE REVIEW


2.1 Introduction to Merger and Acquisition 
Merger and acquisition helps companies to strengthen their position by improving the performance and providing returns to owners and investors (Sherman, 2006). According to Ross et al, (2003), “A merger is absorption of one firm by another, wherein the acquiring firms retains the identity and the acquired firm ceases to exist as a separate entity.”  Merger is a strategy which involves two or more than two companies where acquired company must stand on the merger agreement. After the merger agreement the two or more company forms and operates as a one company. Hunt (2006), states “a merger occurs when two relatively equal sized companies come together to form a new company.” Acquisition is a process where companies acquires or gains control of resources and assets of another company by purchasing the shares of that company. Acquisition occurs when smaller companies are acquired by larger ones. Johnson and Scholes, (2002), argues that “acquisition is typically the result of organizations coming together voluntarily or otherwise to actively seek synergistic benefits, perhaps as a result of common impact of changing environment in terms of opportunities or threats or of the excessive cost of innovation.” Merger and acquisition often occur when the companies want to improve their capacity, resources and increase their earnings. It creates synergies which helps in increasing productivity, efficient management and exploit the increased market power.

2.2 Types of Merger and Acquisition 
Merger and acquisition are divided into three categories. The categorised merger and acquisition is horizontal, vertical and conglomerate (Ross et al, 2003). They are further explained below.

2.2.1 Horizontal Mergers 
Horizontal merger is the kind of merger which is the combination of two companies that are operating on the same business line. Gaughan, (2002), argued that, “if a horizontal merger causes the combined firm to experience an increase in the market power that will have an anticompetitive effect, the merger may be opposed on antitrust ground.”  In Nepal the horizontal merger is regarded as the most significant form of merger. Ross et al, (2003), added, “The horizontal merger produces ripple effects when two small scale companies join to gain competitive advantage over the competitor.” In the Nepalese banking and financial sector twenty sets of horizontal mergers has been witnessed. Horizontal merger is the most common form of merger among banks (Annual Bank Supervision Report, 2012). 

2.2.2 Vertical Mergers 
Verger merger is the merger of two different production type companies but of same industry. According to Wilson, (2004), “A vertical merger refers 	to the expansion of firms caused either by mergers between two firms involved at successive stages of the production process or by firms developing their own vertical operation.” Vertical mergers are chosen to improve the profitability and gain efficiency by the effect of economies of scale. An example of Vertical merger would be the merger between Netscape and AOL in 1998. Where, Netscape engages in internet and electronic commerce software and AOL is an online service provider (Ross et al, 2003).  
2.2.3 Conglomerate Mergers 
 Conglomerate merger are the merger which takes place between completely different type of companies and industry unlike vertical merger.
It normally takes place between those companies who wants to expand or spread their firm or business .An example of conglomerate merger would be Tobacco Company acquiring general food company (Gaughan, 2002).  

2.3. Why do Banks undertake Merger and Acquisitions?

Merger and acquisition are the strategy adopted by many firms to strengthen their market position and gain efficiency. With the change in different economic, legal, social, political environments the effect of merger changes accordingly. The firms involve in merger and acquisition activity because of the several economic reasons. Those motives are discussed below: -

2.3.1. Synergy 
Synergy is defined as the value a combined firm has which is greater than that of the separate firm. According to Ross et al, (2003), “synergy can be produced as operational, managerial and financial synergies.” Operational synergy refers to the economies of scale that will reduce average cost with efficient use of resources resulting from Merger and Acquisition. Financial synergy can be explained as the impact Merger and Acquisition has on the cost of capital. As a result of Merger and Acquisition the cost of capital of newly formed firm reduces and the buying power increases (Depamphilips, 2011). 

2.3.2. Revenue Enhancement 
Merger and Acquisition helps in revenue enhancement as the newly formed firm would have increased market power, strategic benefits and marketing gains. Ross et al, (2003), explained, “One important reasons for a merger or acquisition is that the combined firm may generate greater revenues than two separate firms.” Microsoft purchasing tiny Vermeer, a front-page software which used to create webpage in 1996 benefited from Microsoft’s marketing muscle as a result of M$A (Ross et al, 2003). 

2.3.3. Cost reductions 
Merger and acquisition takes place with the belief that two combined firms help to increase efficiency gains rather than two separate firms. Merger and acquisition helps to reduce the costs in several ways. Motis, (2007), explained, “A firm can obtain cost advantage when its average cost per unit decreases as the total level of output increases.”  When company operating in same industry merges; the economy of scale increases. For example: - airline company is purchasing car rentals and hotel companies. This would help companies to improve their supply chain, reduce cost and improve operation as well (Motis, 2007). 

2.3.4. Tax Gains 
Merger and acquisition activity may help companies to lower their taxes. State government and corporate bodies in many cases impose flexible tax rate system for the companies who are opting for merger. The companies with net operating losses often opt to merge with another company. The tax liabilities of two combined firm will be lower than that of two separately operating firms. Motis, (2007), explained, “Whenever there is acquisition of assets rather than shares, the assets of the acquired company will be revalued.” Ross et al, (2003), further added, “If the value of the asset is increased, the tax deduction for depreciation will be a benefit.” 

2.4. Review of empirical studies 

 Many studies have agreed that merger and acquisition help in increasing the performance of the company as well as the shareholders wealth; whereas, some studies failed to agree on that. Some studies agreed that there has been improvement in financial performance post -merger and acquisition (Korir, 2006). However, some studies believe that merger and acquisition doesn’t have financial benefits (Selcuk and Yilmaz, 2011). Further, the literature review will be done which will include more studies and findings on the same topic. 

The studies conducted by different researchers help us to evaluate the success of mergers and acquisitions. According to the study conducted by Stephen A Rhoades analyses and evaluates whether merger and acquisition increases the efficiency gains or not. The research conducted addresses the subject that the bank merger and acquisition help to gain efficiency which has been a huge subject of debate. Nine case studies were used which addresses the same issues to summarize the case and obtain the motivation and findings for the research. During 1980’s many analysts and bankers argued that bank merger helps in efficiency gains (McNamee, 1992). However, some analysts were sceptical. Further, based on many research and studies it is not evident that bank mergers increase efficiency. Even the studies that evaluated and analysed horizontal merger, which is most likely to gain efficiency, have found that there are no efficiency gains (Burger and Humphrey, 1992). The conclusions above from cross-section studies were generalised based on the statistical tests, but there are exceptions where merger do increase efficiency. Therefore, the study was conducted using case studies which were based on horizontal mergers, the kind of merger that is most likely to gain efficiency. Since the cross-section study uses wide range of data and information which might not be applicable to other industries or firm the case study approach was used to conduct the research. The merger was selected based on the characteristics which were the merger involved firms with considerable office overlap, larger firms, merger that occurred in recent year when the banks and other industries believed that cost cutting, and efficiency are important to succeed. The interview was conducted with the bank consultants and stock analysts from different firms (Meehan, 1989). The interviews lasted for one to two hours. The interviewees were consistent in their views. It was observed that one half savings contributed from merger occurred during first year and the total gains would be achieved within 3 years. The efficiency gains could be observed from financial data. Therefore, the financial ratios were analysed and evaluated to achieve the results. The study analysed sixteen financial ratios which included 2 profitability ratios, 7 expenses ratios and 5 balance sheet ratios. The ratios were analysed for 3 years pre-merger and post- merger. The data obtained from pre-merger and post- merger were compared to analyses the differences that occurred in the performance and efficiency. The financial ratios were obtained from the financial statements of the banks. 
The study conducted had variations in the results. Out of 9 banks there was no improvement in efficiency in some banks to significant improvement in the efficiency in others. The main findings of the study were: 4 out of 9 banks were able to achieve efficiency compared to others. Similarly, 7 out of 9 banks were able to increase their return on assets (ROA). To add, after the merger, the stock price reaction was positive for 5 out of 7 merged banks. Based on the findings of the study even the 2 merged banks which were weakest among 9 had only small decline in the performance compared to others. The study also found that the size of acquirer firm and the target firm doesn’t determine the results of performance of merged banks. There were other factors that contributed to the success of mergers which included good relationship among CEOs, solidly improving economy and new headquarters office. Further, as per the study it is difficult to specify what factor causes bank merger to achieve efficiency gains. However, a commitment to cutting cost may be helpful in increasing the likelihood of merger to achieve efficiency, but it cannot be guaranteed. Similarly, the case study is not enough to identify the factors for the success of mergers. According to SNL securities, 1993, “the success or failure of a given acquisition depends on an interrelated web of factors that extend beyond empirical data.” 
The study concluded, even if the merger banks are not successful in achieving efficiency gains there are varieties of benefits which can be achieved from the mergers. Such varieties of benefits include a different strategic orientation, diverse deposit and loan base and a source for growth. 
Similarly, many studies conducted had negative as well as positive results on the impact of mergers. However, the study based on the German banks in 1990’s, only half of the banks were able to achieve cost efficiency from the merger (Koetter, 2005). One of the study by (Molyneux, 1999), found that, “the rate of reductions in costs due to technical changes increased and that larger banks benefited more than small banks.” Another, study conducted by American community banks between 1990 and 2006indicated that mergers do strengthen both profit and efficiency (Jagtiani, 2008). An empirical study based on the sample of 1989 UK target firms between 1955 and 1985 conducted by Franks and Harris, (1989), found, “there is a significant return of 23.3% to the target firm shareholders.”
Cybo-ottone and Murgia, (2000), examined 54 mergers in European industry during 1988-1997. The study found that there is highly positive and significant effect of mergers to the target company shareholders. The examination based on merged German banks in the period 1995 and 2000found increased efficiency (Behr and Heir, 2008).
 However, Beccalli and Frantz, (2009) found that, “there were cost efficiency gains but there was no improvement in ROE or profit efficiency.” 
Houston et al, (2001) conducted a study where he examined 64 large bank mergers in the period of 1986 to 1996 which concluded that they created value. However, the study was only based on the larger banks. 

 Ravenscraft and Scherer, (1989), examined the profitability of target firm from 1975 to 1977; which allowed the researcher to analyse the post-merger performance of the target firm. The study concluded that the merger leads to loss in profitability. Ravenscraft and Scherer, (1989), further explained that, “merger destroys value on average, which directly contradicts the conclusion drawn from the announcement period stock market reaction.”
It is argued that the effectiveness and profitability of M$A depends on the size of banks involved. Cornett, (2006), did a research in commercial banks operating performance post M$A. The study concluded that the operating performance post M$A period rose considerably. Cornett et al, (2006), further stated that the merged activity increased operational performance as a result of increased revenue and decrease in costs. The research stated that the significant performance gain post- merger was achieved by larger banks compared to smaller banks.
Similarly, Sergio and Olalla, (2008), as per their research during 1995 to 2001 found the similar impact of M$A on the performance. They concluded that size of banks impacts on the performance of M$A as larger banks gained significant improvement in the performance compared to smaller banks post M$A. Whereas, Bae and Aldrich, (2000), showed different result than Cornett and Sergio and Olalla. He conducted a study based on 8 largest merged banks in the US in the period 1987- 996. His conclusion showed that three out of eight banks showed either constant performance as pre-merger or decline in their performance (Bae and Aldrich et al, 2000, pp 63-81). 
As per the study based on 53 European merged banks, Huizinga, (2001), examined the financial performances between 1994 and 1998 and found significant improvements in cost efficiency however, profit was comparatively low. Similar results have been found by many other researchers such as Fritsch, (2007), Beccalli and Frantz, (2009), Diaz, (2004). 
Therefore the research recommended that merger activity should take place between those banks which practice similar strategies. 
Other, the study based in the UK by researcher Ashton and Pham’s, (2007), examined 61 merged banks between 1988 and 2004. The study concluded that merger helped in reducing cost as retail deposit rates declined however the improvements in efficiency was comparatively low. Whereas, researcher Carbo, (2003), studied the bank merger of Spanish banks between 1986 and 1998 which showed that non-mergers and merger’s cost increased at the same rate. Thus, the study concluded that there was no impact on cost efficiency due to merger. (Carbo et al, 2003).
Similarly, a number of researchers studied the financial performances of 50 largest US mergers during the period of 1979 and 1984. The study found that merged firms showed increase in operating performances as well as compelling improvements in asset productivity post M$A. 
Ibanez and Altunbas , (2004), did a research on European merged banks during the period of 1984 and 2004. The study examined financial performances post- merger and concluded that the return on capital was improved due to M$A in the EU.
Kithitu, (2012), also examined the financial performances of the 21 merged banks in Kenya during the period 1997 and 2010. The study concluded, most merged banks showed significant improvements in EPS. Similarly, profitability also increased significantly post M$A.
Rose, (1997), stated that, “cost of acquisition may have impact on early year’s performance of the acquiring banks.” Rose, (1997), did a research on 40 US merged banks between 1970 and 1980. The study used ROA, ROE and other financial ratios. The study revealed that up to five years after merger activity there were no improvements in bank’s operating efficiency, profitability and productivity. However, the study revealed improvement in performance after 5 years post- merger.
Main reason behind M$A activity is to achieve profitability. Many banks indulge into M$A mainly because they believe it enhances profitability and performances.
Badreldin & Kalhoefer, (2009), studied the pre and post -merger performance of Egyptian banks between 2002 and 2007. He used ROE in order to evaluate and analyse the merger effect. The research concluded that there was improvement in ROE post M$A compared to pre M$A. Another researcher, Vennet, (1996), examined the effect of M$A on the bank’s performance. He used 400 merged banks from ten European countries. He found that merged banks of same size improved performances and achieved synergies as a result allowing profitability and operational efficiency. 

The study based in the US during the time period of 1979 and 1984.The performances of the 50 largest banks were sampled for the research. The study found that the operation performances were significantly improved. Further, the asset productivity was improved post- merger and acquisition (Healy and Ruback, et al, 1990). 
M$A are practiced in order to enhance the organizational performance. The idea or the strategy of the merger is to reduce operation cost, increase revenue and ultimately reduce the cost of the company (Berger, 1999).

2.5. Summary of literature review 
 Many studies have been done on the impacts and effects of merger and acquisition. However, there is no firm conclusion on whether M$A increases the efficiency of the banking industry. Another study by Berger et al, (1999) revealed positive result after M$A as the profitability increased. Similarly, Rezitis, (2008), found that, “the effects of mergers and acquisitions on technical efficiency and total factor productivity growth for Greek banks are rather negative. Further, he added, the technical efficiency of merger banks decreased in the period after merging, while that of non-merger banks increased over the same period.” However, Amel et al, (2004) claimed that, “as the main effect of consolidation is a significant increase in the financial institution’s size and product range, it is the ultimate way to protect declining margins and increase the firm’s market power.” The mixed results on merger and acquisition create an interest in investigation on the impact of merger and acquisition in Nepalese banking industry. 

	Authors 
	Sample size
	Sample place 
	Sample period
	Variables used
	Findings

	Houston et al, (2001)
	64
	USA 
	1986-1996
	Pre-tax profit/ BV Assets
	Larger banks are profited from mergers

	Cornett 	 et al, (2006)
	134
	USA
	1930-2000
	Pre-tax op cash flow/BV Assets
	Improved operational performance, increased revenue and decreased in cost. 

	Rose,(1997)
	40
	USA
	1970-1980
	ROA, ROE Etc. 
	The profitability of merged banks improves five years post -merger.

	Delong $ Deyoung, (2007)
	21
	USA
	1987-1999
	ROA, ROE
	ROA doesn’t improve due to M$A.  However, efficiency increases.

	Kithitu,(2012)
	21
	Kenya
	1997-      2010
	EPS etc.
	There is improvement in profitability post M$A.

	Ibanez $ Altunbas, (2004)
	207
	Europe
	1984-2004
	ROC, ROE etc.
	Improved return on capital.

	Rhoades, (1998)
	9
	USA
	1980-1990
	ROA, ROE, EPS,NPM etc
	Merged banks gained cost efficiency.

	Ravenscraft and Scherer, (1989)
	471
	USA
	1975-1977
	NPM, ROA, ROE, EPS etc.
	Merger leads to loss in profitability. 


                         
                       3. RESEARCH METHODOLOGY 

Research methodology is a framework or a planned process which needs to be followed while conducting the research. The research methodology contains research design, data collection, analysing and evaluating the collected data as well as considering the ethical issues that might encounter throughout the process (Saunders et al, 2008).
Key financial ratios are the important part of this research. As ratio analysis is widely used to analyse the strength and weakness of the firm’s position the research will use financial statements to calculate the ratios as well as the graph and charts will be presented to show the calculated ratios which will help to analyse the results.  

3.1. The variables 
To measure the influence of M$A on the bank’s profitability and performance, various indicator has been chosen that will help to measure the impact of merger and acquisition on banking activities. The financial ratios are calculated to compare the performances that are obtained from published annual reports of the respective banks. (Thapa and Basnet, 2014)
Ratio analysis is a powerful tool which helps to analyse the financial statement and the performance of every banks. It measures the interrelationships among various items from the financial statements. Financial statements contain all the important information of company’s finances of a certain period (Thapa and Basnet, 2014).

It is a key indicator in evaluating the financial position of the company, as well as making comparison of the performances with previous year’s performance or with different competitive companies.  Ratio analysis aims to point out the areas which require further investigation. The computed ratios are obtained from balance sheet, profit and loss account and cash flow statement. 
There are several financial ratio which helps to measure the company’s financial position, strength and weakness. For this research the most relevant ratios are chosen, and they are divided and arranged into four categories. 
	
	Variables
	Formula
	Base 

	Profitability ratios 
	Return on Assets(ROA)
	Net Income After Tax / Total Assets × 100
Net Income After Tax/ Total Equity ×100

Annual Net profit/ Revenue×100


Annual Operating Profit/ Revenue ×100
	Higher is better



Higher is better 



Higher is Better



Higher is Better

	
	


Return on Equity(ROE)



	
	

	
	Net Profit Margin (NPM)

	
	

	
	Operating profit Margin
	
	

	Efficiency ratios
	Cost Income Ratio
	Total Operating cost/ Total operating income
	Lower is Better



Higher is Better

	
	Asset Turnover Ratio
	Revenue/ Total Asset
	

	
	Receivables Turnover Ratios
	Annual Credit Sales/ Average receivables or debtors
	Higher is Better 

	Leverage ratios
	Debt to Equity Ratio 
	Total Liability/ Shareholders Equity
	Lower is Better

	
	Debt Ratio
	Total debt/ Total Assets
	Lower is Better

	Market value ratios 
	Earnings per Share 
	Annual Dividend Per Share/ Price Per Share
	Higher is Better 

	
	Earning yield
	Earnings per share/ Market value per share
	

	
	Dividend Payout ratio
	DPS/ EPS
	


Source: financial management and analysis, (Thapa and Basnet, 2014).


3.1.1 Profitability ratios 
Profitability ratios will help to determine the company’s ability to generate the profit. It measures the profitability of the firms for a certain period of time. It shows the combined effects of debt management, liquidity and assets management on operating results. 

3.1.1.1 Return on Assets (ROA) - return on assets helps to determine the company’s ability to generate profit from the assets used which is obtained by dividing the net income after tax by the total assets. Higher ROA indicates greater profitability of the banks. Thus, the higher ROA, the better it is for the company (Thapa and Basnet, 2014). 

           ROA= Net Income after tax/ Total assets × 100

3.1.1.2 Return on Equity (ROE) - return on equity determines the returns the shareholders gets from the company. It is obtained by dividing the net income after tax by total equity. The company with higher ROE determines there are greater returns on shareholders’ equity. Thus, Higher the ROE ratio the better it is (Basnet, 2014).
ROE= Net Income after tax/ Total Equity × 100

3.1.1.3 Net Profit Margin- this ratio determines the company’s net profit obtained from the total revenue. The changes in interest rate increase or decrease in costs affects the net income ratio of the bank. The profitability of the bank can be influenced by M$A as it increases or decreases the cost. Higher NPM indicates company’s ability to convert its revenue into profits. Increased NPM shows increase in profit and decrease in operating costs. Thus, High NPM is always better (Thapa et al, 2014).

       NPM=             Annual Net Profit / Revenue×100.

3.1.1.4 Operating profit Margin- operating profit margin helps to indicate the earnings before interest and tax. It helps to analyse the profit obtained by banks before interest and tax.  It provides clear idea of profit generated on each dollar of revenue. Thus, it helps to determine quality of the company by comparing changes in the profit margin over years. The higher Operating Profit margin is always better as it indicates the increase in earnings per dollar of its revenue (Thapa et al, 2014).

          Operating profit Margin= Annual operating profit/ Revenue × 100 

3.1.2. Efficiency ratios 
Efficiency ratios are the key indicators in evaluating the bank’s costs and assets in order to operate efficiently.
3.1.2.1Cost to income ratio- this ratio helps to measure the percentage of costs to generate the income. This ratio helps to measure the value of the banks. It is obtained by dividing the total operating cost by total operating income. Increased cost to income ratio indicates increase in cost of banks compared to income. Therefore, lower the cost to income ratio the better it is for the company (Thapa and Basnet, 2014).

Cost to income ratio= Total operating cost/ Total operating Income

3.1.2.2 Asset Turnover ratio- this ratio helps to evaluate the efficiency of the bank by the use of assets to its revenue. It determines how effectively the banks are using its assets to generate revenue. It also shows the productivity of assets different banks holds. It is obtained by dividing revenue to total assets (Thapa and Basnet, 2014). 
Assets Turnover = Revenue/ Total Assets
 

3.1.2.3 Receivable Turnover Ratio- receivable turnover ratio is also called Debtors Turnover Ratio. Receivable turnover ratio indicates the relationship between average debtors and credit sales. The time taken to collect the receivables affects the firm’s liquidity position. It is obtained by dividing annual credit sales by debtors or average receivables. Higher receivable turnover ratio is better for the firm as it indicates the cash is collected from the debtors within short period of time (Thapa and Basnet, 2014)
Receivable Turnover ratio= Annual credit sales/ Debtors or                                                      Average Receivables.

3.1.3Leverage ratio

[bookmark: _Toc371096637]3.1.3.1 Debt to Equity Ratio- It is also called financial leverage ratio which indicates bank’s debt compared to its equity. It helps to measure the financial capacity of banks to repay their debts. Increased debt to ratio indicates that banks are dependable on creditors. Higher debts lead to an increase in interest expenses where net income is negatively affected. Thus, lower debt to equity ratio is better which could encourage investors in investment (Thapa and Basnet, 2014).
Debt to Equity Ratio= Total Liability/
                                    Shareholder’s equity                         

3.1.3.2 Debt Ratio – it is the total debt to total assets ratio. It helps to measure the firm’s assets financed by creditors. It is obtained by dividing total debt by total assets (Thapa and Basnet, 2014).
Debt Ratio= Total Debt/ Total Assets 
Lower debt ratio is preferable by the firms as lower rates means firm is protected from paying high interest on its borrowing. 


3.1.4 Investment Valuation Ratios 

3.1.4.1 Earnings per Share- it indicates the earning generated per share after income tax and dividends on preferred share. It indicates profitability of bank obtained from per share. It is obtained by subtracting net profit by dividend on preferred share and then dividing by total ordinary shares (Thapa and Basnet, 2014). 

Earnings Per share (EPS) = Net profit˗ Dividend on preferred share   /
                                                         Total Ordinary shares             

3.1.4.2 Earning Yield    - earning yield is calculated by dividing earnings per share to market value per share. It is just the inverse of price- earnings ratio (Thapa and Basnet, 2014).
Earning Yield= Earnings per share/ Market Value per share


3.1.4.3 Dividend Payout Ratio- dividend payout ratios is obtained by dividing dividend per share/ earnings per share (Thapa and Basnet, 2014). 

                   Dividend Payout Ratio= DPS/ EPS
             
3.2 samples
According to Becker, (1998), “in selecting a sample to study, it should represent a full set of cases in a way that is meaningful and which we can justify.”  The population is the number of cases from which the sample is taken to support the research. So, the term population doesn’t necessarily be people. It includes services, people, group of things, events etc. The population for this research would be four merged banks from the Nepalese banking industry. 


3.2.1 NIC Asia Bank Limited- NIC ASIA Bank is one of the successful commercial bank established in 1998 July 21st. It is the largest private commercial bank with huge customer base, capital base, ATM network and bank branches. The bank has 270 branches, 22 branchless banking, 37 extension counters and 289 ATMS in the country. Its corporate office is located in Kathmandu.

               The Bank was named NIC ASIA after the merger of Bank of Asia with NIC bank    which took place on 2013 June 30th. The merger between these two banks was considered one of the successful mergers in the history of banking which encouraged other financial sectors and banks to practice mergers and acquisition. Post-merger the bank was also awarded as the Bank of the year in 2013 by the Banker Financial Times Group, UK (NICASIA Bank, 2019).

3.2.2 Civil Bank Limited
Civil Bank Limited is also a class ‘A’ categorised bank with paid up capital of Rs 2.89 billion, credit portfolio of Rs 23.49 and Rs 27.37 billion of deposit. The bank merged with International Leasing and Finance company which is a financial institution with paid up capital of 2.01 billion. The bank is currently running with paid up capital of NPR. 5.09 billion, Total assets of NPR 36.93 billion, credit portfolio of NPR 25.14 billion and deposit of NPR 28.22 billion. The bank is operating with 51 branches across Nepal post-merger. The company aims to achieve its target paid up capital of 8 billion (Civilbank.com.np, 2019). 
          
3.2.3 Global IME Bank Limited
Global Bank Limited was established in 2007 listed in the Class ‘A’ category in the banking industry. The bank had paid up capital of 1.0 Billion at that time period. The bank was one of the largest companies with strong capital base. Further, it decided to take a merger strategy for growth. Therefore, Global bank limited merged with IME Financial institution and Lord Buddha finance in year 2012.The Global IME Bank Limited was established after the merger of Global Bank Limited with IME financial institution and Lord Buddha Finance which started its operation from the year 2012 after successfully going through merger process. Global IME bank is the Class’ A’ commercial bank licensed by Nepal Rastra bank the central bank of Nepal. In year 2014, the bank further merged with Commerz and Trust Bank Nepal Limited. The bank also acquired two development banks during 2015-2016. It also managed to get the prestigious title of Bank of The Year 2014 by the Financial Times UK. Now, the bank operates in 133 branches, 7 extension counters across Nepal. The bank also provides 142 ATM service across Nepal. It has 116 branchless banking serving 22,000 customers of the remote areas of the country on daily basis. The bank’s capital base has now increased to 8.88 billion (Globalimbank.com, 2019) 

3.2.4 Shine Resunga Development Bank Limited 
Shine Resunga Development Bank Limited is the leading bank in terms of region. It became shine Resunga development bank after the merger between shine development bank and Resunga Bikash bank limited. It started its operation from 4th of chaitra 2069.  SRDS has been serving 1.75 k customer through 36 branches and one extension counter located across nine districts of Nepal. The bank further completed its merger with Guamukhee Bikash Bank Limited.  The bank is set to achieve its objective and goals with the vision of creating value by providing excellent customer service as well as proving efficient, quick and easy financial services (Srdb.com.np, 2019).

3.3 Research design 
Research design is the proposed plan on how to answer research question. It contains a clear design on how the data will be collected, the sources of data collection, evaluation and analysing process to obtain the aims and objectives (Saunders et al, 2008)

3.3.1 Sample design 
Sample design is the process or a plan of obtaining the Sample from given population. When designing the sample, it would be impossible to collect the data from the entire population for various reasons like costs, data availability etc. Barnett, (2002), argued that “using sampling makes possible a higher overall accuracy than census.The small number of cases for which you need to collect data means more time can be spent designing and piloting the means of collecting these data.” In order to achieve the research objectives the sample of 4 major banks is selected. Due to lack of availability of data these major banks have been chosen which will be helpful in achieving research objectives. The study will analyse the performance of 3-year’s pre and post-merger.
3.3.2 Data Analysis 
Data analysis is the final process of giving structure and meaning to the data collected. In this research, different financial ratios will be used to evaluate and analyse the results. Since, the research attempts to compare the performance, profitability pre and post-merger, the ratios will be calculated pre-merger and post-merger. For pre-merger, the ratios will be calculated for acquirer and target to examine the performance and profitability. For post-merger, the ratios will be calculated of the merged firms. 

3.3.3 Data analysis technique 
For the data analysis there should be a correct tool to give structure and meaning to the collected data. Therefore, MS excel will be used to organize the data. 

The major financial ratios for three years pre and post-merger of chosen banks were calculated using appropriate formulas. Similarly, the calculated financial ratios will be presented using charts and graphs to analyse and explain the pre and post-merger trends. Further, analysis and discussion will be based on the charts and graphs which represent the change in ratios before and after merger.

To add, t-test will be employed to examine the variance in profitability and performance of banks prior to merger and post-merger. Among various ratios, four key ratios will be tested in this study. The predicted and tested hypothesis is below: 
H0: μ1 = μ2,

Where, 
μ1=Pre M&A mean,
μ2=Post M&A mean,

In order to establish the hypothesis; t-test statistics and critical value related to the mean are observed. 

Where,

If 
P-value > α, accept the null hypothesis.
P value ≤ α, ignore the null hypothesis. (Gautam, et al, 2009)


3.4 Data collection sources
For this research the source of data collection would be secondary sources. The study will use the data which have already been published and those data will be analysed and examined to draw the conclusion on the research. According to Bulmer et al, (2009), “secondary data are the already collected data which includes both raw data and published summaries. Once obtained, these data can be further analysed to provide additional or different knowledge, interpretations or conclusions.” As this research aims to compare pre and post-merger situation the secondary data will provide the main source to achieve the objectives and answer the research question. The secondary data sources would be published annual reports of the respective companies. Similarly, other financial newspaper and article will also be used. The data from the income statement and cash flows will be used to analyse the performance and profitability pre and post-merger. 

3.5 Research ethics 
Research ethics is the behaviour one must consider when collecting the data necessary for the research project. It includes behaving morally and ethically when getting access to the data and information. Paul and Elder, (2002), explained “ethics includes set of concepts and principles that guide us in determining what behaviour helps or harms sentient creatures.” Further, Saunders et al, (2008) defined, “ethical concerns will emerge as you plan your research, seek access to organizations and individuals to collect, analyse and report your data.” Therefore, it is important to follow the principle of ethics like confidentiality, legality, discriminations, social responsibilities etc. There are different ethical principles which should be formulated in order to overcome the ethical issues like informed consent, avoidance of harm, confidentiality of data etc. As this research is mostly based on the secondary data collection technique, the data were collected from already published sources which can be easily found on the company’s website, articles-news, financial magazines and newspapers etc.  

             4. DATA ANALYSIS, RESULTS AND DISCUSSIONS

4.1 Pre and post-merger analysis of profitability Ratios of major four banks in Nepal

    4.1.1 Return on Assets (ROA)

[image: ]
Chart 1: Return on Assets
The chart shows both increase and decrease in Return on Assets after the involvement in M$A. NIC Asia showed decrease in its ROA post-Merger and acquisition. However, the results post- merger year1 significantly increased compared to Merger Year. ROA increased from 1.4% to 1.6% in the year 1 post merger but declined to 1.1% in the 2nd year managing to increase again in the 3rd year to 1.3%. Looking at the results of remaining three banks there were significant increase in the ROA post-merger activity. Global IME showed fairly consistent   ROA results Post- Merger. In the merger year the ROA was 1.62% but it declined to 1.38% Post- merger year1. However, it managed to increase consistently throughout the remaining years reaching 1.72%. Next, shine Resunga showed the best results among all banks as its ROA increased from 1.93% in merger year further increasing to 2.76% until the third year. Other, Civil Bank also showed similar trend as shine Resunga. The ROA was measured to 0.93% during the merger year which was 0.26% during pre-merger year. It showed positive response to M&A activity.

 4.1.2 Return on Equity (ROE)
 

Chart 2: Return on Equity (ROE)
The overall ROE results of all banks has improved post M$A activity. Civil Bank’s ROE rose after merger. The ROE was recorded 19.81% during the merger year declining to 15.58% in the year1 post- merger. However, it rose progressively to 19.33% in 2nd year and 22.57% in the 3rd year. The data showed reasonable increase in ROE post- merger. NIC Asia reported reduced ROA post M&A activity. The data showed decline in ROE during merger year however, it showed slightly increased ROE in the 1st year post merger; again, dramatically declining to 18% in both consecutive years. On the other hand, Shine Resunga and Civil bank reported progressive results. ROE of both bank rose post- merger. Shine’s ROE was reported 22.68% during the merger year significantly rising to 26.72% on the Merger year1.  It also showed fall and rise in the remaining two years recording 22.65% in the 2nd year to 24.44% in the 3rd year. Next, Global IME also recorded increased ROE i.e. 19.81% during the merger year. During the 1st year post merger ROE fell to 15.58% however, it increased in both consecutive years making it to 19.33% and 22.57%. 
     
4.1.3 Net Profit Margin (NPM)

Chart3: Net Profit Margin 

The Net profit Margin of major four banks shows positive results post- merger. Shine Resunga, Civil Bank, NIC Asia, Global IME showed fairly consistent in their NPM increment.  The NPM of NIC Asia fluctuated post-merger year however, increasing at the end of the 3rd year. NIC Asia reported 20% NPM in the beginning of the merger but reduced by 3%in the 2nd year; managing to rise again at the end of the 3rd year making 24%. Shine Resunga also showed similar trend as its NPM fluctuated but managed to rise at the end of 3rd year. 1st year post merger showed 29.22%, 27.75% in the 2nd year and 34.86% in the 3rd year. Similarly, Global IME increased its NPM significantly during post- merger years. NPM rose from 20.61% to 27.70%from 1st year to 2nd year post merger. In contrast, Civil Bank’s NPM declined by 2.46% during 2nd year post merger even though it showed significant progress during the beginning of the merger activity. However, it rose to 10.02% until the 3rd year post merger. The increase in NPM resulted from the reduced overhead cost. 
4.1.4 Operating Profit Margin

Chart 4: operating profit Margin 
Post M$A activity the OPM of major banks showed diverse results. Shine Resunga’s OPM increased significantly post -merger as its OPM was recorded 35.2% during merger year which is 7% up compared to pre-merger year. Similarly, the OPM rose dramatically to 44.40% in the first year post-merger; however, declined to 42.87% in its 2nd year. It again gained its OPM by 10% making to 52.23%. In contrast, NIC Asia showed very less progress post-merger. The OPM were similar in pre and post- merger years. Other, Global IME showed increasing trend in its OPM. It started gaining OPM in the 1st year by almost 2% and again drastically increasing to 11% in the 2nd year post merger. In the 3rd year the OPM slightly declined to 36.62%. Civil Bank showed declining trend even after the merger. The OPM dramatically declined from 15.20% to 7.57% in its merger year. During the 1st year it slightly rose to 8.68% again dramatically falling to 1.58%. However, the bank’s OPM reached to 12.65% which shows a positive impact of M$A on bank’s performance after few years post- merger.



4.2 Pre and post-merger analysis of Investment Valuation Ratio of major four banks in Nepal

4.2.1 Earnings per share 
	
Chart 5: Earning Per share (EPS)
EPS of all four banks has fairly improved post -merger years. NIC Asia is the only bank which showed less improvement in its EPS post- merger. The EPS declined from 29.87 to 27.77 during the merger year managing to rise again to 35.97 during the first year. Again, EPS declined to 25.59 and 23.31 in the remaining two years. Shine Resunga shows upward trend as its EPS rose by 4% post- merger year followed by 2% rise in its 1st year. The EPS slightly declined to 28.77 %in the 2nd year however, gaining the EPS to 31.05 at the end of the 3rd year. Civil also showed significant improvement as its EPS reached to 8.82% during the merger year which was 6.06 during pre-merger year. The EPS was recorded slightly less compared to merger year however; it managed to increase at the 3rd year making it to 7.05%. Global IME gained its EPS by 6% post-merger year. Its EPS Slightly declined to 19.16 during the 1st year. However, it managed to increase consistently during the remaining years making it to 22.42% in the 2nd year and 24.82% at the end of the 3rd year respectively. 

4.3 Pre and post-merger analysis of Leverage Ratio of major four banks in Nepal

4.3.1 Debt to Equity ratio 

Chart 6: Debt to Equity ratio 
Debt to Equity ratio reported increasing and declining trend. Shine Resunga showed increase in its D/E ratio during the merger year; maintaining the same ratio in the 1st year post merger. In the next year, the debt to equity ratio declined to 0.05 again slightly rising to 0.06 at the end of the 3rd year. NIC Asia’s debt to equity ratio declined since the merger year until the 2nd year post merger. However, the debt to equity ratio increased to 0.52 at the end of the 3rd year. Global IME’s D/E ratio declined to 0.29 during the merger year; further declining to 0.20 in the 1st year post merger. The D/E ratio fluctuated slightly in the 2nd and 3rd year which was recorded 0.54 and 0.24 respectively. Civil Bank’s debt ratio has been comparatively less post- merger activity. The company’s D/E ratio was recorded 0.09 which is 0.12 less compared to pre- merger year.  Similarly, the D/E ratio rose to 0.15 in the 1st year followed by a fall in 2nd year and again gaining its same D/E ratio which is 0.15 at the end of the 3rd year post merger.   
The increase and decrease in D/E ratio can draw different conclusions depending upon company’s status and performance. Higher D/E ratio might mean that company is taking greater risk by financing its growth with debt. Similarly, less D/E ratio might mean that company is not leveraging for investment or growth.

4.4 Pre and post- merger analysis of efficiency ratios of major four banks in Nepal

4.4.1 Cost to income ratio 

Chart 7: Cost to income ratio 
All the four major banks of Nepal have managed to decrease its cost to income ratio during the merger year. Shine Resunga showed excellent results among four banks as its Cost to income ratio declined in all the three years consistently. During the Merger year the Cost to income ratio was recorded 3.52 during the merger year followed by a fall to 2.34, 2.55 and 1.97 in all the post-merger years. Next, Civil Bank cost ratio declined by 2% during the merger year however, gaining it again by 1% at the 1st year post-merger. The Cost ratio yet again showed rise in the 2nd year i.e. 10.40. In the 3rd year the cost ratio dramatically declined to 5.51. Global IME and NIC Asia recorded similar trends. Global IME’s fell from 6.27 in the merger year to 3.56 during the 1st year post merger. The cost ratio slightly increased in the 2nd year to 4.34 but declining to 3.03 and 3.20 compared to previous years. NIC Asia also reported decline in its cost ratio in the merger year by 2.24. However, during the 1st and 2nd year post merger the cost ratio rose to 4 and 5.17.But it maintained its cost ratio by declining at the end of the 3rd year making it to 3.74. 

4.4.2 Asset Turnover Ratio 

Chart 8: Asset Turnover Ratio 
Asset turnover ratio of all major banks reported slightly increasing and declining trends. Civil bank reported increase in the merger year as well as in its 1st year post merger. The ATO was recorded consistent in both merger year and post- merger year1 which was 0.07. The ATO declined to 0.06 during the 2nd year however, managing to rise again at the end of 3rd year to 0.08. Similarly, Global IME showed similar trend as Civil bank as its ATO increased to 0.6 in both the consecutive years i.e. merger year and post- merger year1. Similarly, there was slight decline in ATO in the 2nd year bit again rise at the end of the 3rd year. Shine Resunga showed less progress during its merger year as the ATO was down by 0.03. Besides that, during its 1st and 2nd year post merger the ATO rose consistently but again slightly declined to 0.08. NIC Asia reported slightly decline in ATO post- merger however, the ATO rose slightly to 0.07 during the 1st year post merger but again declining to 0.06 and 0.05 in both the years. 

Overall, the bank showed diverse trends in its performance. The key indicator showed increase and decrease in its efficiency, operating, and leverage and investment ratios. Similarly, the bank’s performance post- merger showed fairly significant improvement. The majority of bank showed positive response to merger. However, not all the key ratios indicator showed positive response to merger. In some cases, the results were improved after few years post- merger but some banks showed quick response to M$A activity. 


4.5 Average performances of sample Banks 

	Ratios 
	NIC
	Global
	Shine
	Civil

	
	Pre
	Post
	Pre
	Post
	Pre
	Post
	Pre
	Post

	Return on Assets
	1.96%
	1.33%
	1.09%
	2.09%
	1.19%
	2.70%
	0.39%
	0.67%

	Return on Equity
	33.67%
	22.33%
	14%
	19.16%
	18.04%
	24.60%
	2.80%
	6.14%

	Net Profit Margin
	20.67%
	20.33%
	12.45%
	30.61%
	18.22%
	30.61%
	4.60%
	9.51%

	Operating Profit Margin
	32%
	27.67%
	14.57%
	33.44%
	28.68%
	46.50%
	7.25%
	7.64%

	Assets Turnover Ratio
	0.09
	0.06
	0.08
	0.05
	0.06
	0.08
	0.05
	0.07

	Cost To Income Ratio
	4.31
	4.30
	7.34
	3.52
	4.63
	2.29
	66.21
	8.07

	Debt-to-equity
	1.04
	0.36
	0.37
	0.33
	0.32
	0.06
	0.32
	0.12

	Earnings Per share
	33.98
	28.29
	15.23
	22.13
	19.17
	29.78
	2.80
	7.09




4.6 Hypothesis Testing

The t-test method is used to observe the performance of four major banks of Nepal by analysing the difference in pre and post- merger period. The six major ratios are used for hypothesis testing. The table below shows the t-test results of four major banks separately. 



	NIC ASIA

	 
	 
	Pre M&A Mean
	Post M&A Mean
	P value
	Decision

	Profitability
	ROA
	1.966667
	1.333333
	0.082567
	ACCEPT

	
	ROE
	33.6666
	22.33333
	0.088436
	ACCEPT

	
	NET PROFIT MARGIN
	20.66667
	12.33333
	0.924399
	ACCEPT

	Leverage
	D/E RATIO
	1.036667
	0.356667
	0.063439
	ACCEPT

	Efficiency
	ASSET TURNOVER 
	0.09
	0.06
	0.021312
	REJECT

	Investment Valuation
	EPS
	33.98333
	28.29
	0.276295
	ACCEPT



	GLOBAL

	 
	 
	Pre M&A Mean
	Post M&A Mean
	P value
	Decision

	Profitability
	ROA
	1.096667
	1.556667
	0.043935
	REJECT

	
	ROE
	13.99667
	19.16
	0.096009
	ACCEPT

	
	NET PROFIT MARGIN
	12.45333
	25.18
	0.006257
	REJECT

	Leverage
	D/E RATIO
	0.373333
	0.326667
	0.721286
	ACCEPT

	Efficiency
	ASSET TURNOVER 
	0.086667
	0.056667
	0.073926
	ACCEPT

	Investment Valuation
	EPS
	15.23333
	22.13333
	0.049703
	REJECT



	SHINE

	 
	 
	Pre M&A Mean
	Post M&A Mean
	P value
	Decision

	Profitability
	ROA
	1.193333
	2.703333
	0.074463
	ACCEPT

	
	ROE
	18.04
	6.143333
	0.01877
	REJECT

	
	NET PROFIT MARGIN
	18.22
	30.61
	0.004839
	REJECT

	Leverage
	D/E RATIO
	0.323333
	0.063333
	0.320367
	REJECT

	Efficiency
	ASSET TURNOVER 
	0.06
	0.086667
	0.45566
	REJECT

	Investment Valuation
	EPS
	19.17333
	29.78
	0.024941
	REJECT



	CIVIL

	 
	 
	Pre M&A Mean
	Post M&A Mean
	P value
	Decision

	Profitability
	ROA
	0.39
	0.67
	0.135569
	ACCEPT

	
	ROE
	2.803333
	6.143333
	0.289039
	ACCEPT

	
	NET PROFIT MARGIN
	4.606667
	9.513333
	0.151599
	ACCEPT

	Leverage
	D/E RATIO
	0.323333
	0.12
	0.157871
	ACCEPT

	Efficiency
	ASSET TURNOVER 
	0.056667
	0.07
	0.274577
	ACCEPT

	Investment Valuation
	EPS
	2.803333
	7.096667
	0.07676
	ACCEPT




From the above table we can see that ROA and ROE of four major banks have either improved slightly or declined. For example, ROA and ROE of NIC Asia declined post-merger year. The ROA which was recorded 1.966667 in the previous year declined to 1.333333 post merger year. Similarly, ROE also showed similar results as its ROE declined dramatically post -merger. ROE was 33.6666 during pre-merger falling sharply to 22.33333 post-merger years. Unlike NIC Asia, Other three major banks have managed to slightly increase its ROA and ROE post -merger years. The ROA of all three banks were 1.556667, 2.703333, 0.67respectively post -merger. The ROE of Global, Shine, and Civil rose slightly making it to 19.16, 6.143333, and 6.143333 respectively compared to 13.99667, 18.04, and 2.803333 during pre-merger period. The ROA and ROE have fairly improved; whereas, the Net Profit Margin of four major banks showed diverse results. NIC Asia showed decline in its NPM compared to pre-merger years. For example, the NPM of NIC Asia was 12.33333 compared to 20.66667 during the pre-merger period. In contrast, civil bank showed increased NPM i.e. 9.513333 post-merger. Shine and Global also showed similar results as its NPM rose dramatically from 18.22, 12.45 to 30.61, 25.18 post merger. 

The p-value for NPM, ROA and ROE of four major banks shows diverse results. The profitability ratios of NIC Asia and Civil showed higher p-value which means that the observed effect is not significant and that there is no difference in the result post-merger activity. In contrast, the shine Resunga’s p-value of ROE and NPM were less than 0.05 meaning that the observed result is statistically significant and the null hypothesis is rejected; leading to the conclusion that the merger activity improves ROE and NPM of the bank. Similarly, Global IME;s  p-value were diverse showing increase and decrease in the p-value . The P-value for ROA and NPM were greater than 0.05 meaning that the null is rejected and the alternative hypothesis is validated. Since, the null hypothesis is accepted and that there is significant difference between the pre and post- merger period.


The leverage ratios of all the banks showed varied results post- merger. The p-value of three major banks was greater than 0.05 meaning that the null hypothesis is accepted and that there is not significant differences post-merger year. However, the p-value for shine Resunga was less than 0.05 meaning the alternative hypothesis is valid and the null hypothesis is false. Thus, shine Resunga concluded that M$A activity does improve Company’s liquidity. 
Similarly, efficiency ratios of two major banks showed increase in its ATO post- merger. Shine and Resunga’s p-value is recorded 0.021312, 0.45566 which is statistically significant. Thus, the null hypothesis is rejected and the alternative hypothesis i.e. M$A activity improves efficiency is accepted. NIC Asia also showed the similar result as Shine Resunga as its P-value was significant rejecting null hypothesis.  In contrast, Civil Bank and Global IME reported decline in its ATO post- merger which were 0.06, 0.056667 compared to 0.09 and 0.086667 during the merger year. The p-value was higher than 0.05 for two major banks which is not statistically significant meaning the null hypothesis were accepted and that there is no differences in the efficiency ratios post- merger. 

EPS of Global IME and Shine Resunga have been improved. The mean value of these banks has been enhanced post- merger. The improvement in EPS also showed that M$A adds value to shareholders wealth. The results recorded showed increment in shareholders return. The p-value of these two banks recorded lower than 0.05 rejecting the null hypothesis. Apart from that, NIC Asia’s and Civil Bank’s p-value was greater than 0.05. Therefore, the differences are not statistically significant for these two banks.

Thus, the overall t-test result shows that there is significant improvement in the bank’s performance. All the six key indicators showed that there is significant improvement in Efficiency, profitability, investment valuation and leverage ratios. The majority of banks showed mostly improved returns post- merger activity.
Thus, the overall hypothesis testing results showed varied results. It was observed that the profitability ratios of some banks were fairly improved. Contrarily, the efficiency ratios of some banks were improved. Some banks showed positive impact of merger on shareholders wealth as well. The liquidity ratio was significant in case of some banks but not for all. Global IME showed improved in its profitability and investment ratios post merger. Whereas, NIC Asia only showed improvement in its efficiency ratios post M$A activity. Civil showed no improvement in its performance at all post -merger. However, shine Resunga was the only bank to show progress in overall performance post-merger and acquisition. 


                          5. LIMITATIONS OF THE STUDY 

In this research, the key financial ratios were calculated and analysed. The report showed diverse results which might not be 100% accurate because of various reasons. The sample banks chosen were of different capital base and market size. Some of them were larger banks and some of them were smaller ones. Therefore, it is difficult to find the average company’s ratio. To add, the banks were merged in different time periods; which makes it difficult to compare the performances. Therefore, the bank’s ratio analysis of different banks cannot be judged in the similar manner as the banks were established in the different ages. 


Similarly, the ratios cannot be analysed in the similar manner. The performances cannot be generalised depending on the ratio analysis as high leverage ratio can be explained differently depending on various internal and external factors of the company. Therefore, it is difficult to explain what a good or bad ratio is. The increase in D/E ratio can mean that the company is financing its growth with debt taking higher risk. However, that can be taken as good indicator because there is potentiality that the bank could generate greater earnings than it would have without debt financing. 
In addition, there are several other factors which could impact bank’s performance other than M$A activity. The change in external factors such as political climate, competitive market, currency fluctuations, investment in technologies etc. and the change in internal factors such as employees, capital base, strategy and vision, company’s culture etc. makes greater impact on the business; however, these factors were not analysed in this research. 
Other, In case of data collection, the annual reports of many banks was not published online which made it impossible to carry the research for those banks. 

Furthermore, the study was conducted on the major banks of Nepal whose information were easily obtainable. Also, the banks were of different market size and capital base so the conclusions drawn from this research cannot be generalised to all the banking industry in Nepal. 
Therefore, these various other factors make it difficult to identify if the increase or decrease in bank’s performance is solely due to merger. 


                                     6. CONCLUSION

The data calculated and analysed showed varied results. The profitability ratios for three major banks were fairly improved post-merger activity. Civil bank showed no improvement in its results post- merger activity. However, Shine Resunga showed positive response to overall performance post= merger activity
                
                                   7 FURTHER RESEARCH 
In the future research the similar bank size could be sampled to see the effectiveness of merger in larger banks of Nepal. Similarly, future study could also add other internal and external factors that impacts on the bank’s performance other than merger. Other, the bank has been taking the expansion strategy for growth; therefore, it would be interesting to research on those topics as well. Next, there are very less study on the impact of merger and acquisition on employees, customers, economy which have not been researched yet in Nepal. Similarly, the other topics such as impact of M$A on deposit could be explored.  
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                             9. APPENDIX 


                          Return on Assets (ROA)

	[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Sample Banks 
	Pre-Merger
	Merger Year
	Post Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	2.2%
	2.2%
	1.5%
	1.4%
	1.6%
	1.1%
	1.3%

	Global IME Bank Limited
	1.28%
	0.86%
	1.15%
	1.62%
	1.38%
	1.57%
	1.72%

	Shine Resunga Development Bank
	1.45%
	0.01%
	2.12%
	1.93%
	2.83%
	2.52%
	2.76%

	Civil Bank Limited
	0.26%
	0.25%
	0.66%
	0.93%
	0.75%
	0.54%
	0.72%


[bookmark: _Hlk506499636]
                                    Return on Equity (ROE)


	Sample Banks 
	Pre-Merger
	Merger Year
	Post-Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	34%
	38%
	29%
	28%
	31%
	18%
	18%

	Global IME Bank Limited
	14.06%
	11.78%
	16.15%
	19.81%
	15.58%
	19.33%
	22.57%

	Shine Resunga Development Bank
	20.67%
	13.47%
	19.98%
	22.68%
	26.72%
	22.65%
	24.44%

	Civil Bank Limited
	0.09%
	2.26%
	6.06%
	8.24%
	7.46%
	2.02%
	8.95%



                       



                                         Net Profit Margin (NPM)
	Sample Banks 
	Pre-Merger
	Merger Year
	Post-Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	25%
	21%
	16%
	24%
	20%
	17%
	24%

	Global IME Bank Limited
	11.45%
	11.91%
	14%
	25.84%
	20.61%
	27.70%
	27.23%

	Shine Resunga Development Bank
	18.72%
	17.57%
	18.37%
	22.37%
	29.22%
	27.75%
	34.86%

	Civil Bank Limited
	0.59%
	3.57%
	9.66%
	12.74%
	10.49%
	8.03%
	10.02%



                                          Operating Profit Margin 

	Sample Banks 
	Pre-Merger
	Merger Year
	Post-Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	38%
	33%
	25%
	37%
	30%
	22%
	31%

	Global IME Bank Limited
	10.88%
	14.40%
	18.44%
	24.50%
	26.61%
	37.09%
	36.62%

	Shine Resunga Development Bank 
	29.45%
	27.63%
	28.95%
	35.21%
	44.40%
	42.87%
	52.23%

	Civil Bank Limited
	0.93%
	5.61%
	15.20%
	7.57%
	8.68%
	1.58%
	12.65%



	
Efficiency ratios 
[bookmark: _Hlk506499773]                                               Cost to income ratio

	Sample Banks 
	Pre-Merger
	Merger Year
	Post-Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	3.32
	4.04
	5.57
	3.33
	4
	5.17
	3.74

	Global IME Bank Limited
	7.72
	8.20
	6.27
	3.56
	4.34
	3.03
	3.20

	Shine Resunga Development Bank
	4.59
	4.80
	4.50
	3.52
	2.34
	2.55
	1.98

	Civil Bank Limited
	160.44
	28.55
	9.64
	7.24
	8.30
	10.40
	5.51


                               
                                                 Asset turnover ratio 

	Sample Banks 
	Pre-Merger
	Merger Year
	Post-Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	0.08
	0.10
	0.09
	0.05
	0.07
	0.06
	0.05

	Global IME Bank Limited
	0.11
	0.07
	0.08
	0.06
	0.06
	0.05
	0.06

	Shine Resunga Development Bank
	0.07
	0.00
	0.11
	0.08
	0.09
	0.09
	0.08

	Civil Bank Limited
	0.04
	0.07
	0.06
	0.07
	0.07
	0.06
	0.08



Leverage ratio 
[bookmark: _Hlk506499807]                          
                                              Debt to Equity ratio 

	Sample Banks 
	Pre-Merger
	Merger Year
	Post-Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	1.52
	0.93
	0.66
	0.45
	0.29
	0.26
	0.52

	Global IME Bank Limited
	0.41
	0.26
	0.45
	0.29
	0.20
	0.54
	0.24

	Shine Resunga Development Bank 
	0.78
	0.13
	0.06
	0.08
	0.08
	0.05
	0.06

	Civil Bank Limited
	0.21
	0.55
	0.21
	0.09
	0.15
	0.06
	0.15



Investment Valuation Ratio

                          Earnings per share (EPS)

	Sample Banks 
	Pre-Merger
	Merger Year
	Post-Merger

	
	Year1
	Year2
	Year3
	
	Year1
	Year2
	Year3

	NIC Asia Bank Limited
	34.29
	37.79
	29.87
	27.77
	35.97
	25.59
	23.31

	Global IME Bank Limited
	14.99
	12.14
	18.57
	24.01
	19.16
	22.42
	24.82

	Shine Resunga Development Bank
	20.67
	13.47
	23.38
	27.22
	29.52
	28.77
	31.05

	Civil Bank Limited
	0.09
	2.26
	6.06
	8.82
	7.96
	6.28
	7.05





T-Test: Two-Sample Assuming Equal Variances	
	
	

		NIC
	Global
	Shine
	Civil

	Return on Assets(ROA)
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A

	Mean
	1.966667
	1.333333
	1.096667
	1.556667
	1.193333
	2.703333
	0.39
	0.67

	Variance
	0.163333
	0.063333
	0.046233
	0.029033
	1.162433
	0.026433
	0.0547
	0.0129

	Observations
	3
	3
	3
	3
	3
	3
	3
	3

	Pooled Variance
	0.113333
	
	0.037633
	
	0.594433
	
	0.0338
	

	Hypothesized Mean Difference
	0
	
	0
	
	0
	
	0
	

	Df
	4
	
	4
	
	4
	
	4
	

	t Stat
	2.304088
	
	-2.90414
	
	-2.39867
	
	-1.86529
	

	P(T<=t) one-tail
	0.041283
	
	0.021968
	
	0.037232
	
	0.067784
	

	t Critical one-tail
	2.131847
	
	2.131847
	
	2.131847
	
	2.131847
	

	P(T<=t) two-tail
	0.082567
	
	0.043935
	
	0.074463
	
	0.135569
	

	t Critical two-tail
	2.776445
	 
	2.776445
	
	2.776445
	
	2.776445
	




	
	

		NIC
	Global
	Shine
	Civil

	Return on Equity(ROE)
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A

	Mean
	33.66667
	22.33333
	13.99667
	19.16
	18.04
	6.143333
	2.803333
	6.143333

	Variance
	20.33333
	56.33333
	4.777233
	12.2367
	15.7827
	13.30643
	9.131633
	13.30643

	Observations
	3
	3
	3
	3
	3
	3
	3
	3

	Pooled Variance
	38.33333
	
	8.506967
	
	14.54457
	
	11.2190.
	

	Hypothesized Mean Difference
	0
	
	0
	
	0
	
	0
	

	Df
	4
	
	4
	
	4
	
	4
	

	t Stat
	2.241894
	
	-2.16815
	
	3.820503
	
	-1.22128
	

	P(T<=t) one-tail
	0.044218
	
	0.048005
	
	0.009385
	
	0.14452
	

	t Critical one-tail
	2.131847
	
	2.131847
	
	2.131847
	
	2.131847
	

	P(T<=t) two-tail
	0.088436
	
	0.096009
	
	0.01877
	
	0.289039
	

	t Critical two-tail
	2.776445
	 
	2.776445
	
	2.776445
	
	2.776445
	




	
	

		NIC
	Global
	Shine
	Civil

	Net Profit Margin(NPM)
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A

	Mean
	20.66667
	20.33333
	12.45333
	25.18
	18.22
	30.61
	4.606667
	9.513333

	Variance
	20.33333
	12.33333
	1.847033
	15.7189
	0.3475
	14.0871
	21.37223
	1.705433

	Observations
	3
	3
	3
	3
	3
	3
	3
	3

	Pooled Variance
	16.33333
	
	8.782967
	
	7.2173
	
	11.53883
	

	Hypothesized Mean Difference
	0
	
	0
	
	0
	
	0
	

	Df
	4
	
	4
	
	4
	
	4
	

	t Stat
	0.101015
	
	-5.25944
	
	-5.64845
	
	-1.7691
	

	P(T<=t) one-tail
	0.4622
	
	0.003128
	
	0.002419
	
	0.0758
	

	t Critical one-tail
	2.131847
	
	2.131847
	
	2.131847
	
	2.131847
	

	P(T<=t) two-tail
	0.924399
	
	0.006257
	
	0.004839
	
	0.151599
	

	t Critical two-tail
	2.776445
	 
	2.776445
	
	2.776445
	
	2.776445
	





	
	

		NIC
	Global
	Shine
	Civil

	Debt to Equity 
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A

	Mean
	1.036667
	0.356667
	0.373333
	0.326667
	0.323333
	0.063333
	0.323333
	0.12

	Variance
	0.193433
	0.020233
	0.010033
	0.034533
	0.157633
	0.000233
	0.038533
	0.0027

	Observations
	3
	3
	3
	3
	3
	3
	3
	3

	Pooled Variance
	0.106833
	
	0.022283
	
	0.078933
	
	0.020617
	

	Hypothesized Mean Difference
	0
	
	0
	
	0
	
	0
	

	Df
	4
	
	4
	
	4
	
	4
	

	t Stat
	2.54801
	
	0.38288
	
	1.133414
	
	1.734383
	

	P(T<=t) one-tail
	0.03172
	
	0.360643
	
	0.160183
	
	0.078936
	

	t Critical one-tail
	2.131847
	
	2.131847
	
	2.131847
	
	2.131847
	

	P(T<=t) two-tail
	0.063439
	
	0.721286
	
	0.320367
	
	0.157871
	

	t Critical two-tail
	2.776445
	 
	2.776445
	
	2.776445
	
	2.776445
	




	
	

		NIC
	Global
	Shine
	Civil

	Earnings Per Share
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A

	Mean
	33.98333
	28.29
	15.23333
	22.13333
	19.17333
	29.78
	2.803333
	7.096667

	Variance
	15.75213
	45.5364
	10.38063
	8.070533
	26.23203
	1.3503
	9.131633
	0.707233

	Observations
	3
	3
	3
	3
	3
	3
	3
	3

	Pooled Variance
	30.64427
	
	9.225583
	
	13.79117
	
	4.919433
	

	Hypothesized Mean Difference
	0
	
	0
	
	0
	
	0
	

	Df
	4
	
	4
	
	4
	
	4
	

	t Stat
	1.259614
	
	-2.78226
	
	-3.49803
	
	-2.37073
	

	P(T<=t) one-tail
	0.138147
	
	0.024852
	
	0.01247
	
	0.03838
	

	t Critical one-tail
	2.131847
	
	2.131847
	
	2.131847
	
	2.131847
	

	P(T<=t) two-tail
	0.276295
	
	0.049703
	
	0.024941
	
	0.07676
	

	t Critical two-tail
	2.776445
	 
	2.776445
	
	2.776445
	
	2.776445
	





	
	

		NIC
	Global
	Shine
	Civil

	Assets Turnover 
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A
	Pre M$A
	Post M$A

	Mean
	0.09
	0.06
	0.086667
	0.056667
	0.06
	0.086667
	0.056667
	0.07

	Variance
	1E-04
	0.0001
	0.000433
	3.33E-05
	0.0031
	3.33E-05
	0.000233
	1E-04

	Observations
	3
	3
	3
	3
	3
	3
	3
	3

	Pooled Variance
	0.0001
	
	0.000233
	
	0.001567
	
	0.000167
	

	Hypothesized Mean Difference
	0
	
	0
	
	0
	
	0
	

	Df
	4
	
	4
	
	4
	
	4
	

	t Stat
	3.674235
	
	2.405351
	
	-0.82514
	
	-1.26491
	

	P(T<=t) one-tail
	0.010656
	
	0.036963
	
	0.22783
	
	0.137288
	

	t Critical one-tail
	2.131847
	
	2.131847
	
	2.131847
	
	2.131847
	

	P(T<=t) two-tail
	0.021312
	
	0.073926
	
	0.45566
	
	0.274577
	

	t Critical two-tail
	2.776445
	 
	2.776445
	
	2.776445
	
	2.776445
	







Ratios calculations 

NIC Asia Bank Limited 

Profitability ratios 

ROE (Return on Equity) = Net Profit     ×100
                                            Total Equity
ROE of   Year 2010       = 449843702     × 100 = 0.34   = 34%
                                           1311552000
ROE of Year 2011         = 495703676     × 100 =   0.38 = 38%
                                          1311552000 	           
ROE of year 2012          = 391779281   × 100 = 0.299= 29%
                                          1311552000	  
ROE of year 2013             = 642136406 × 100= 0.28 = 28%
                                          2311552000
ROE of year 2014         = 831588872/ 2658284800 × 100 = 31%
ROE of year 2015         = 680317101/ 3695015872 × 100 = 18%
ROE of Year 2016      = 1066906232/ 5776254430 × 100 = 18%

ROA (Return on Assets) = Net profit/ Total Assets
ROA of year 2010 = 449843702/ 20309330616 × 100 = 2.2%
ROA of year 2011 = 495703676/ 22090376318 × 100 = 2.2%
ROA of Year 2012 = 391779281/ 25579528966 × 100 = 1.5%
ROA of Year 2013 = 642136406/ 45822344089 × 100 = 1.4%
ROA of Year 2014 = 831588872/ 51500485800 × 100 = 1.6%
ROA of Year 2015 = 680317101/ 60519399215× 100 = 1.1%
ROA of Year 2016 = 1066906232/ 80456519759 × 100 = 1.3%

NPM (Net Profit Margin) = Net Profit/ Total Sales× 100
NPM of year 2010 =   449843702/ 1777165668 × 100 = 25%
NPM of Year 2011=   495703676/ 2321406123 × 100 = 21%
NPM of Year 2012= 391779281/ 2431537804× 100 = 16%
NPM of Year 2013= 642136406/ 2663451866 × 100 = 24%
NPM of Year 2014= 831588872/ 3995005111 × 100 = 20%
NPM of Year 2015= 680317101/ 3917759458× 100 = 17%
NPM of Year 2016= 1066906232/ 4401911117× 100 = 24%

Operating profit Margin= operating Profit/ Total sales 
OPM of year 2010= 687661453/ 1777165668 × 100 = 38%
OPM of Year 2011= 760888107/ 2321406123 × 100 = 33%
OPM of Year 2012= 615308480/ 2431537804 × 100 = 25%
OPM of Year 2013= 978024719/ 2663451866 × 100 = 37%
OPM of Year 2014 = 1215973498/ 3995005111 × 100 = 30%
OPM of Year 2015= 868234052/ 3917759458× 100 = 22%
OPM of Year 2016 = 1369563180/ 4401911117 × 100 = 31%

Efficiency Ratios 
Assets Turnover Ratio = Total Sales/ Total Assets 
ATR of Year 2010= 1777165668/ 20309330616= 0.08
ATR of Year 2011= 2321406123/ 22090376318 =0.10
ATR of Year 2012 = 2431537804/ 25579528966 = 0.09
ATR of Year 2013 = 2663451866/ 45822344089 = 0.05
ATR of Year 2014= 3995005111/ 51500485800 = 0.07
ATR of Year 2015= 3917759458/ 60519399215 = 0.06
ATR of Year 2016 = 4401911117/ 80456519759= 0.05

Cost To Income Ratio= Total Cost/ Total Income 
CIR of Year 2010= 1494350489/ 449843702 = 3.32
CIR of Year 2011= 2003501913/ 495703676 = 4.04
CIR of Year 2012 = 2184434791/ 391779281= 5.57
CIR of Year 2013 = 2142943881/ 642136406 =3.33
CIR of Year 2014= 3326753382/ 831588872 = 4
CIR of Year 2015= 3517672770/ 680317101=5.17
CIR of Year 2016= 3991378295/1066906232= 3.74

Leverage ratio 
Debt to Equity Ratio= Total Debt/ Total Equity
Debt to Equity Ratio (2010) = 1997743663/ 1311552000= 1.52
Debt to Equity Ratio (2011) = 1230457606/ 1311552000 = 0.93
Debt to Equity Ratio (2012) =877552955/ 1311552000= 0.66
Debt to Equity Ratio (2013) = 1063083551/ 2311552000= 0.45
Debt to Equity Ratio (2014) =796502536/ 2658284800= 0.29
Debt to Equity Ratio (2015) =988783653/ 3695015872=0.26
Debt to Equity Ratio (2016) = 3022473558/ 5776254430=0.52


Market Value Ratio
Earnings Per share (EPS) = Net Profit- Preferred dividend/ Ordinary                                                                    share
Earnings Per share (2010) = 449843702-0/ 13115520= 34.29
Earnings Per share (2011) = 495703676-0/ 13115520= 37.79
Earnings Per share (2012) = 391779281-0/ 13115520 =29.87
Earnings Per share (2013) = 642136406-0/ 23115520 =27.77
Earnings Per share (2014) = 831588872-0/23115520 =35.97
Earnings Per share (2015) = 680317101-0 / 26582848 =25.59
Earnings Per share (2016) = 1066906232-0/ 45753742 =23.31
Global IME Bank Limited 

Profitability ratios:
ROA (Return on Assets) = Net Profit/ Total Assets × 100
ROA of Year 2011= 224977751/17522708435× 100 = 0.0128=1.28%
ROA of Year 2012= 265316025/30664113427 × 100 =0.0086=0.86%
ROA of Year 2013= 449218454/39018489785 × 100 =0.0115=1.15%
ROA of Year 2014= 986132083/60535759012× 100 =0.0162=1.62%
ROA of Year 2015= 960608067/69186488883 × 100 =0.0138=1.38%
ROA of Year 2016= 1382223998/87701310349 ×100=0.0157=1.57%
ROA of Year 2017= 2006159460/116592269147×100=0.0172=1.72%

Return on Equity (ROE) = Net Profit/ Total Equity 
ROE of Year 2011= 224977751/1600000000 × 100 =0.1406=14.06%
ROE of Year 2012=265316025/2250356772 × 100 =0.1178= 11.78%
ROE of Year 2013=449218454/2780858470 × 100 =0.1615= 16.15%
ROE of Year 2014=986132083/4976640223 × 100 =0.1981 =19.81%
ROE of Year 2015=960608067/6164267536× 100 =0.1558=15.58%
ROE of Year 2016=1382223998/7150550342 × 100 =0.1933=19.33%
ROE of Year 2017=2006159460/8888375827 × 100 =0.2257=22.57%

Net Profit Margin= Net Profit / Total sales × 100
NPM of year 2011=224977751/1963603757 × 100= 0.1145=11.45%
NPM of year 2012= 265316025/2226134605 × 100=0.1191=11.91%
NPM of year 2013= 449218454/3206646423 × 100= 0.1400=14%
NPM of year 2014= 986132083/3815772968 × 100=0.2584=25.84%
NPM of year 2015= 960608067/4660874460 × 100=0.2061 =20.61%
NPM of year 2016=1382223998/4988276774 × 100=0.2770=27.70%
NPM of year 2017= 2006159460/7366045631 × 100=0.2723=27.23%


Operating Profit Margin= Operating Profit/ Total Sales × 100
Operating Profit Margin (2011) = 213687624/1963603757 × 100=0.1088=10.88%
Operating Profit Margin (2012) = 320608647/2226134605 × 100=0.1440=14.40%
Operating Profit Margin (2013) = 591454476/3206646423 × 100=0.1844=18.44%
Operating Profit Margin (2014) = 935110391/3815772968 × 100=0.2450=24.50%
Operating Profit Margin (2015) = 1240404800/4660874460 × 100=0.2661=26.61%
Operating Profit Margin (2016) = 1850339591/4988276774 × 100=0.3709=37.09%
Operating Profit Margin (2017) = 2698119439/7366045631 × 100=0.3662=36.62%

Efficiency Ratios 
Asset Turnover Ratio= Total Sales/ Total Assets
Assets Turnover Ratio (2011) = 1963603757/17522708435=0.11
Assets Turnover Ratio (2012) = 2226134605/30664113427=0.07
Assets Turnover Ratio (2013) = 3206646423/39018489785=0.08
Assets Turnover Ratio (2014) = 3815772968/60535759012=0.06
Assets Turnover Ratio (2015) = 4660874460/69186488883=0.06
Assets Turnover Ratio (2016) = 4988276774/87701310349=0.05
Assets Turnover Ratio (2017) = 7366045631/116592269147=0.06

Cost to Income Ratio = Total cost/ Total Income
Cost to Income Ratio (2011) = 1737556106/224977751= 7.72
Cost to Income Ratio (2012) = 2175775357/265316025= 8.20
Cost to Income Ratio (2013) = 2821047849/449218454=6.27
Cost to Income Ratio (2014) = 3511924672/986132083=3.56
Cost to Income Ratio (2015) = 4169849756/960608067=4.34
Cost to Income Ratio (2016) = 4193554404/1382223998=3.03
Cost to Income Ratio (2017) =6425640936/2006159460=3.20

Leverage Ratio
Debt-to-equity= Total Debt/Total Equity
Debt-to-equity (2011) = 667927716/1600000000=0.41
Debt-to-equity (2012) = 595167023/2250356772=0.26
Debt-to-equity (2013) = 1273565043/2780858470=0.45
Debt-to-equity (2014) = 1490504011/4976640223=0.29
Debt-to-equity (2015) = 1287011897/6164267536=0.20
Debt-to-equity (2016) = 3912675839/7150550342=0.54
Debt-to-equity (2017) = 2168928424/8888375827=0.24

Market value Ratio
EPS (Earnings per share) = Net profit- preferred Dividend/ No of common shares
Earnings per Share (2011) = 224977751-0/15000000= 14.99
Earnings per Share (2012) = 265316025-0/21848124=12.14
Earnings per Share (2013) = 449218454-0/24181378=18.57
Earnings per Share (2014) = 986132083-0/41068584.70=24.01
Earnings per Share (2015) = 960608067-0/50115996.23=19.16
Earnings per Share (2016) = 1382223998-0/61642675.36=22.42
Earnings per Share (2017) = 2006159460-0/80803416.61=24.82

Shine Resunga Development Bank Limited 
Profitability Ratios 
Return on Assets (ROA) = Net profit/ Total Assets × 100
Return on Assets (2010) = 12402291.61/851659286.02 × 100= 1.45%
Return on Assets (2011) = 26951464.47/1546658078.71 × 100= 0.017%
Return on Assets (2012) = 46769893.03/2199937703.27 × 100=2.12%
Return on Assets (2013) = 87075931.75/4490759582.77 × 100=1.93%
Return on Assets (2014) = 162374940.39/5736366088.01 × 100=2.83%
Return on Assets (2015) = 182235418.59/7226748911.95 × 100=2.52%
Return on Assets (2016) = 269644245.46/9759164352.07 × 100=2.76%

Return on Equity (ROE) = Net profit/ Total equity × 100
Return on Equity (2010) = 12402291.61/ 60000000.00 × 100=20.67%
Return on Equity (2011) = 26951464.47/200000000.00 × 100=13.47%
Return on Equity (2012) = 46769893.03/234000000.00× 100=19.98%
Return on Equity (2013) = 87075931.75/383836400.00 × 100=22.68%
Return on Equity (2014) = 162374940.39/607467500.00 × 100=26.72%
Return on Equity (2015) = 182235418.59/804329300.00 × 100=22.65%
Return on Equity (2016) = 269644245.46/1102892300.00 × 100=24.44%

Net profit Margin (NPM) = Net profit/ Total sales × 100
Net Profit Margin (2010) = 12402291.61/ 66237817.94 	× 100=18.72%
Net Profit Margin (2011) = 26951464.47/153311332.38 × 100=17.57%
Net Profit Margin (2012) = 46769893.03/254502726.84 × 100=18.375
Net Profit Margin (2013) = 87075931.75/389152122.43 × 100=22.37%
Net Profit Margin (2014) = 162374940.39/555685315.08 × 100=29.22%
Net Profit Margin (2015) = 182235418.59/656665895.17 × 100=27.75%
Net Profit Margin (2016) = 269644245.46/773472821.04 × 100=34.86%

Operating profit margin= operating profit/ Total Sales × 100
Operating profit margin (2010) = 19507417.61/66237817.94 × 100=29.45%
Operating profit margin (2011) = 42369985.32/153311332.38 × 100=27.63%
Operating profit margin (2012) = 73694988.33/254502726.84 × 100=28.95%
Operating profit margin (2013) = 137055589.83/389152122.43 ×100=35.21%
Operating profit margin (2014) = 246727410.73/555685315.08 ×100=44.40%
Operating profit margin (2015) = 281531768.17/656665895.17 ×100=42.87%
Operating profit margin (2016) = 404011880.33/773472821.04 ×100=52.23%


Efficiency Ratios 
Assets Turnover Ratio= Total Sales/Total Assets 
Assets Turnover Ratio (2010) = 66237817.94/ 851659286.02=4.59
Assets Turnover Ratio (2011) = 153311332.38/154665807871=4.80
Assets Turnover Ratio (2012) = 254502726.84/2199937703.27=4.50
Assets Turnover Ratio (2013) = 389152122.43/4490759582.77=3.52
Assets Turnover Ratio (2014) = 555685315.08/5736366088.01=2.34
Assets Turnover Ratio (2015) = 656665895.17/7226748911.95=2.55
Assets Turnover Ratio (2016) = 773472821.04/9759164352.07=1.98

Cost to Income Ratio = Total Cost/ Total Income 
Cost to Income Ratio (2010) = 57048567.59/ 12402291.61=0.078
Cost to Income Ratio (2011) = 129523954.66/26951464.47=0.000
Cost to Income Ratio (2012) = 210520563.63/46769893.03=0.115
Cost to Income Ratio (2013) = 306953208.19/87075931.75=0.086
Cost to Income Ratio (2014) = 381401467.32/162374940.39=0.096
Cost to Income Ratio (2015) = 465546075.58/182235418.59=0.090
Cost to Income Ratio (2016) = 535191426.20/269644245.46=0.079

Leverage Ratio
Debt-to=Equity= Total Debt/ Total Equity
Debt-to=Equity (2010) = 46999559.59/60000000.00= 0.783
Debt-to=Equity (2011) = 26839398.73/200000000.00=0.134
Debt-to=Equity (2012) = 16045702.63/234000000.00=0.068
Debt-to=Equity (2013) = 31457937.37/383836400.00=0.081
Debt-to=Equity (2014) = 53074658.20/607467500.00=0.087
Debt-to=Equity (2015) = 48106351.57/804329300.00=0.059
Debt-to=Equity (2016) = 69494546.95/1102892300.00=0.063

Market Value Ratio
EPS (Earnings per Share) = Net Profit- Preferred Dividend/ No. Of ordinary share  
Earnings per Share (2010) = 12402291.61-0/600000=20.67
Earnings per Share (2011) = 26951464.47-0/2000000=13.47
Earnings per Share (2012) = 46769893.03-0/2000000=23.38
Earnings per Share (2013) = 87075931.75-0/3198636=27.22
Earnings per Share (2014) = 162374940.39-0/5498920=29.52
Earnings per Share (2015) = 182235418.59-0/6333301=28.77
Earnings per Share (2016) = 269644245.46-0/8684190.92=31.05
 

Civil Bank Limited 
Profitability Ratios 
Return on Assets (ROA) = Net profit/ Total Assets × 100
Return on Assets (2011) =1164301/4410675342 × 100=0.026%
Return on Assets (2012) =27234644/10701295231× 100=0.254%
Return on Assets (2013) =121325647/18225687335× 100=0.665%
Return on Assets (2014) =238099257/25401952615× 100=0.937%
Return on Assets (2015) =230020316/30423585820× 100=0.756%
Return on Assets (2016) =193730115/35268952311× 100=0.549%


Return on Equity (ROE) = Net profit/ Total equity × 100
Return on Equity (2011) =1164301/1200000000 × 100=0.097%
Return on Equity (2012) =27234644/1200000000× 100=2.26%
Return on Equity (2013) =121325647/2000000000× 100=6.06%
Return on Equity (2014) =238099257/2887849420× 100=8.24%
Return on Equity (2015) =230020316/3082779256× 100=7.46%
Return on Equity (2016) =193730115/3214792881× 100=6.02%

Net profit Margin (NPM) = Net profit/ Total sales × 100
Net Profit Margin (2011) =1164301/195967939× 100=	0.59%
Net Profit Margin (2012) =27234644/761972730× 100=3.57%
Net Profit Margin (2013) =121325647/1255835627× 100=9.66%
Net Profit Margin (2014) =238099257/1868368832× 100=12.74%
Net Profit Margin (2015) =230020316/2192024289× 100=10.49%
Net Profit Margin (2016) =193730115/2409674215× 100=8.03%

Operating profit margin= operating profit/ Total Sales × 100
Operating profit margin (2011) =1829616/195967939× 100=0.93%
Operating profit margin (2012) =42797296/761972730× 100=5.61%
Operating profit margin (2013) =190943548/1255835627× 100=15.20%
Operating profit margin (2014) =141613448/1868368832× 100=7.57%
Operating profit margin (2015) =190391167/2192024289× 100=8.68%
Operating profit margin (2016) =38105405/2409674215× 100=1.58%

Efficiency Ratios 
Assets Turnover Ratio= Total Sales/Total Assets 
Assets Turnover Ratio (2011) =195967939/4410675342=0.044
Assets Turnover Ratio (2012) =761972730/10701295231=0.071
 Assets Turnover Ratio (2013) =1255835627/18225687335=0.068
 Assets Turnover Ratio (2014) = 1868368832/25401952615=0.073
Assets Turnover Ratio (2015) = 2192024289/30423585820=0.072
Assets Turnover Ratio (2016) = 2409674215/35268952311=0.068

Cost to Income Ratio = Total Cost/ Total Income 
Cost to Income Ratio (2011) =186807397/1164301=160.44
Cost to Income Ratio (2012) =777678699/27234644=28.55
Cost to Income Ratio (2013) =1170122734/121325647=9.64
Cost to Income Ratio (2014) =1725473535/238099257=7.24
Cost to Income Ratio (2015) =1910306203/230020316=8.30
Cost to Income Ratio (2016) =2014943558/193730115=10.40

Leverage Ratio
Debt-to=Equity= Total Debt/ Total Equity
Debt-to=Equity (2011) =253747906/1200000000=0.211
Debt-to=Equity (2012) =661915169/1200000000=0.551
Debt-to=Equity (2013) =439370393/2000000000=0.219
Debt-to=Equity (2014) =275956515/2887849420=0.095
Debt-to=Equity (2015) =468800451/3082779256=0.152
Debt-to=Equity (2016) =223097867/3214792881=0.069

Market Value Ratio
EPS (Earnings per Share) = Net Profit- Preferred Dividend/ No. Of ordinary share  
Earnings per Share (2011) =1164301-0/12000000=0.097
Earnings per Share (2012) =27234644-0/12000000=2.26
Earnings per Share (2013) =121325647-0/20000000=6.06
Earnings per Share (2014) =238099257-0/26989246.92=8.82
Earnings per Share (2015) =230020316-0/28878494.20=7.96
Earnings per Share (2016) =193730115-0/30827792.56=6.28

Return On Equity(ROE)
Pre-Merger Year1	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	0.34000000000000136	0.1406	0.20669999999999999	9.0000000000000713E-4	Pre-Merger Year2	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	0.3800000000000015	0.11780000000000021	0.13469999999999999	2.2600000000000151E-2	Pre-Merger Year3	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	0.29000000000000031	0.16150000000000059	0.19980000000000059	6.0600000000000084E-2	Merger Year	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	0.28000000000000008	0.19810000000000039	0.22680000000000053	8.2400000000000015E-2	Post-Merger Year1	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	0.31000000000000133	0.15580000000000024	0.26720000000000005	7.4600000000000194E-2	Post-Merger Year2	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	0.18000000000000024	0.19330000000000042	0.22650000000000059	2.0199999999999999E-2	Post-Merger Year3	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	0.18000000000000024	0.22570000000000073	0.24440000000000081	8.9500000000000607E-2	Net Profit Margin(NPM)
NIC Asia Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.25	0.21000000000000021	0.16	0.24000000000000021	0.2	0.17	0.24000000000000021	Global IME Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.1145	0.11910000000000009	0.14000000000000001	0.25840000000000002	0.20610000000000001	0.27700000000000002	0.27230000000000032	Shine Resunga Development Bank	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.18720000000000081	0.17570000000000024	0.18370000000000072	0.22370000000000001	0.29220000000000002	0.27750000000000002	0.34860000000000002	Civil Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	5.9000000000000294E-3	3.570000000000001E-2	9.6600000000000005E-2	0.12740000000000001	0.10489999999999998	8.0300000000000024E-2	0.10020000000000009	
Operating Profit Margin
NIC Asia Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.3800000000000015	0.33000000000000174	0.25	0.37000000000000038	0.30000000000000032	0.22	0.31000000000000133	Global IME Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.10879999999999999	0.14400000000000004	0.18440000000000081	0.24500000000000041	0.2661	0.37090000000000151	0.36620000000000008	Shine Resunga Development Bank 	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.29450000000000032	0.27630000000000032	0.28950000000000031	0.35210000000000002	0.44400000000000001	0.42870000000000008	0.52229999999999999	Civil Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	9.300000000000053E-3	5.6099999999999997E-2	0.15200000000000041	7.5700000000000031E-2	8.6800000000000002E-2	1.5800000000000043E-2	0.1265	
Earning per share (EPS)
Pre-Merger Year1	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	34.290000000000013	14.99	20.67	9.0000000000000024E-2	Pre-Merger Year2	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	37.790000000000013	12.14	13.47	2.2599999999999998	Pre-Merger Year3	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	29.87	18.57	23.38	6.06	Merger Year	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	27.77	24.01	27.22	8.82	Post-Merger Year1	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	35.97	19.16	29.52	7.96	Post-Merger Year2	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	25.59	22.419999999999987	28.77	6.28	Post-Merger Year3	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	23.310000000000031	24.82	31.05	7.05	Debt to Equity ratio
NIC Asia Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	1.52	0.93	0.66000000000000336	0.45	0.29000000000000031	0.26	0.52	Global IME Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.41000000000000031	0.26	0.45	0.29000000000000031	0.2	0.54	0.24000000000000021	Shine Resunga Development Bank 	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.78	0.13	6.0000000000000032E-2	8.0000000000000043E-2	8.0000000000000043E-2	0.05	6.0000000000000032E-2	Civil Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.21000000000000021	0.55000000000000004	0.21000000000000021	9.0000000000000024E-2	0.15000000000000024	6.0000000000000032E-2	0.15000000000000024	
Cost to income ratio
Pre-Merger Year1	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	3.32	7.72	4.59	16.439999999999987	Pre-Merger Year2	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	4.04	8.2000000000000011	4.8	28.55	Pre-Merger Year3	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	5.57	6.2700000000000014	4.5	9.64	Merger Year	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	3.3299999999999987	3.56	3.52	7.24	Post-Merger Year1	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	4	4.34	2.34	8.3000000000000007	Post-Merger Year2	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	5.17	3.03	2.5499999999999998	10.4	Post-Merger Year3	NIC Asia Bank Limited	Global IME Bank Limited	Shine Resunga Development Bank	Civil Bank Limited	3.74	3.2	1.9800000000000058	5.51	
Asset Turnover Ratio
NIC Asia Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	8.0000000000000043E-2	0.1	9.0000000000000024E-2	0.05	7.0000000000000021E-2	6.0000000000000032E-2	0.05	Global IME Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	0.11	7.0000000000000021E-2	8.0000000000000043E-2	6.0000000000000032E-2	6.0000000000000032E-2	0.05	6.0000000000000032E-2	Shine Resunga Development Bank	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	7.0000000000000021E-2	0	0.11	8.0000000000000043E-2	9.0000000000000024E-2	9.0000000000000024E-2	8.0000000000000043E-2	Civil Bank Limited	Year1	Year2	Year3	Year1	Year2	Year3	Pre-Merger	Merger Year	Post-Merger	4.0000000000000022E-2	7.0000000000000021E-2	6.0000000000000032E-2	7.0000000000000021E-2	7.0000000000000021E-2	6.0000000000000032E-2	8.0000000000000043E-2	
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