
IJSART - Volume 6 Issue 3 – MARCH 2020                                                                                     ISSN [ONLINE]: 2395-1052 
 

Page | 467                                                                                                                                                                     www.ijsart.com 
 

A Study on Merger of Banks-2019 

 
Arunreddy Bajjuri 

Dept of MBA 
School Of Business Management, 

Anurag Group Of Institutions, Hyderabad, Telangana. 
 

Abstract- Mergers have occurred in Indian banking sector to 
understand the resulting synergies and the long-time 
implications of the merger. The paper critiques the traits in 
M&A’s in Indian banking and then effect of M&A’s has been 
studied. The examine covers the vicinity of performance 
evaluation of M&A’s in Indian banking region at some point 
of the period. The a few quantity M&A’s has been a success in 
Indian banking quarter. The Government and Policy makers 
need to no longer sell merger among sturdy and distressed 
banks as a manner to promote the interest of the depositors of 
distressed banks, because it could have destructive effect upon 
the asset excellent of the more potent banks. 
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I. INTRODUCTION 
 
 Finance Minister Nirmala Sitharaman announced a 
massive consolidation of public sector banks: 10 public sector 
banks to be merged into 4 inside the month of August 2019. 
Under the scheme of amalgamation, Indian Bank might be 
merged with Allahabad Bank (anchor - Indian Bank); PNB, 
OBC and United Bank to be merged (PNB will be the anchor 
bank); Union Bank of India, Andhra Bank and Corporation 
Bank to be merged (anchor bank - Union Bank of India); and 
Canara Bank and Syndicate Bank to be merged (anchor - 
Canara Bank). In location of 27 public area banks in 2017, 
now there will be 12 public quarter banks after the todays 
spherical of consolidation of PSU banks. 
 

The government also announced capital infusion 
totalling over Rs.55000 crore into public quarter banks: PNB 
(Rs.16000 crore), Union Bank of India (Rs.11700 crore), Bank 
of Baroda (Rs.7000 crore), Indian Bank (Rs.2500 crore), 
Indian Overseas Bank (Rs.3800 crore), Central Bank (Rs.3300 
crore), UCO Bank (Rs.2100 crore), United Bank (Rs.1,600 
crore) and Punjab and Sind Bank (Rs.750 crore). 
 

The authorities had approved the merger of Vijaya 
Bank and Dena Bank with Bank of Baroda (BoB) that end up 
effective from April 1, 2019. In 2017, the State Bank of India 
absorbed five of its buddies and the Bharatiya Mahila Bank. 
 

II. OBJECTIVES 
 

The major objective is to realize the purpose in the 
back of the massive step toward merging PSBs. 
 

III. RESEARCH METHODOLOGY 
 

The information accumulated is from secondary 
resources. The records is gathered from global newspapers 
like The Economic Times, Live mint, etc., 
 
Why banks had been merged: 
 
 By merging banks, Banks will become robust. With 

efficient control of sources, banks can consciousness on 
upgrading offerings and sales, ultimate staff utilization, 
price efficiencies and reduced NPAs. 

 Extra space and premises will be dehired. Extra branches 
can be closed. A massive bank has a lower chance profile 
because ordinary institutional risk is decreased with the 
aid of larger number of similar-chance, complimentary 
loans. 

 To create a sturdy and healthy banking gadget with 
international attain. 

 Banks capacity will increase by merging of balance sheet. 
Capital and earnings will boom. There may be extra 
synergy. 

 Create fewer and stronger international-sized creditors as 
it seems to enhance economic growth. 

 
Benefits of bank mergers and acquisitions: 
 
 Scale: A bank merger helps group scale up quick and 

gains a big number of new customers immediately. Not 
handiest does an acquisition give your bank greater 
capital to work with when it comes to lending and 
investments, but it also provides a broader geographic 
footprint in which to function. Helps to reachyour goals 
faster. 

 Efficiency: Acquisitions additionally scale your financial 
institution more effectively, not simply in terms of your 
performance ratio, however additionally in terms of your 
banking operations. Every financial institution has an 
infrastructure in area for compliance, danger 
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management, accounting, operations and IT – and now 
that two banks have become one, you’re capable of more 
efficaciously consolidate and administer the ones 
operational infrastructures Financially, a larger financial 
institution has a decrease aggregated chance profile due to 
the fact that a bigger quantity of comparable-threat, 
complimentary loans lower usual institutional hazard. 

 Business Gaps Filled: Bank mergers and acquisitions 
empower commercial enterprise to fill product or 
generation gaps. Acquiring a smaller financial institution 
that offers a completely unique revenue model or 
financial product is sometimes easier than constructing 
that commercial enterprise unit from scratch. And, from 
an era attitude, being acquired by means of a larger 
financial institution might permit your group to upgrade 
its era platform extensively. 

 Talent and Team Upgrade: While not a component at 
the balance sheet, every bank advantages from a merger 
or acquisition due to the growth in talent at management’s 
disposal. An acquisition presents the possibility of 
bolstering your income group or strengthening your group 
of top managers, and this human element should not be 
not noted or downplayed. 

 
Dangers of financial institution mergers and acquisitions: 
 
 Poor Culture Fit: Plenty of potential bank mergers and 

acquisitions simplest look at the 2 banks on paper without 
taking their human beings or lifestyle under consideration. 
Failure to evaluate cultural suit (no longer just financial 
healthy) is one purpose why many financial institution 
mergers ultimately fail. Throughout the merger and 
acquisition manner, be sure to very well talk and double-
take looks at those employees are adapting to the 
alternate. 

 Not Enough Commitment: Execution risk is every other 
main risk in bank mergers. In some cases, banking 
executives don’t dedicate sufficient time and sources into 
bringing the 2 banking platforms collectively and the 
ensuing effect on their customers causes the newly 
merged bank to fail completely. Avoid this error via 
dedicating enough assets for a complete integration of the 
two monetary establishments. 

 Customer Impact and Perception: While undergoing an 
M&A occasion at your financial institution, it’s critical 
which you be aware of the effect it has in your clients. 
Especially with smaller network banks, clients frequently 
respond very emotionally to a bank acquisition, so it’s 
important which you control patron notion with normal, 
cautious conversation. And once the merger or acquisition 
is fully underway, keep in mind to don't forget the effect 
on your customers at each stage: Anything from 

converting era platforms to economic products could 
impact your customers negatively if you don’t pay 
attention. 

 Compliance and Risk Consistency: A final hazard to 
keep in mind at some stage in your next merger or 
acquisition is the danger and compliance lifestyle of every 
financial institution concerned. Every economic group 
handles banking compliance and federal banking policies 
in another way; however it’s important that the two 
merging banks agree on their technique moving forward. 
When mismatched threat cultures conflict at some point 
of a bank merger, it negatively influences the profitability 
of the enterprise down the road in the event that they 
haven’t come to an operating answer. 

 
Effects noticed: 
 
 SBI has closed greater than 3000 branches after merger 

that is huge value saving. 
 Cheque books, IFSC codes, credit/debit cards are 

legitimate for a few period and will be issued by way of 
banks quickly. 

 Reduction in fresh recruitment might be a herbal outcome 
of any merger as explanation of branches and team of 
workers will need to be laboured out to optimize 
resources. 

 There may be excess workforce, in an effort to result in 
VRS and further hiring may be stopped or constrained, in 
an effort to affect the employment. 

 Positions at pinnacle will get reduced as there will be 
lesser number of CMDs/ EDs and GMs. That method 
there will be sluggish and not on time promotions within 
the financial institution. 

 
IV. CONCLUSION 

 
 As we all understand for every movement there may be 

same and opposite reaction, right here there are benefits in 
addition to dangers. 

 The consolidations will growth the performance of the 
banks in India in long term. 

 In the start ranges clients might also face a few issues 
whilst banking. 

 Banks additionally undergoes a few issues at the same 
time as merging. 

 After merging banks lost their identity to anchor banks. 
 Keep those benefits and dangers in mind as you integrate 

the approaches of every one-of-a-kind bank, and also 
you’ll be for your way to a hit merger or acquisition. 

 


