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The Performance of Bank Merger

Yasuo HOSHINO

Abstract

This study examines the performance of bank merger which occurred for the
period 1977 and 1997 in Japan.

By comparing 22 financial ratios presenting profitability, cost-related efficiency,
liquidity and productivity of 11 merging cases of bank merger and paired non-merging
banks before and after merger, negative performance of seven ratios such as non-
personnel expenses ratio, tax ratio, gross earnings margin of deposit to loan, total
assets cost ratio, gross earnings margin to total assets, ratio of current expenses to
current income and net equity ratio (BIS) are observed with t and F tests. However,
positive performance is obtained with respect to operating profit to equity but not net
profit to equity. General comparison of financial ratios between merging and non-
merging banks shows that merging banks have superior ratios for three ratios, non-
personnel expenses ratio, gross earnings margin of deposit to loan and operating profit
to net equity, which is different from previous result of small and medium-sized
financial institutions.

Secondly, relative financial ratio, difference of ratios between merging and non-
merging bank, shows negative performance upon gross earnings margin of deposit to
loan and gross earnings margin to total asset (international). Discriminant analysis
supports the result of univariate analysis.
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