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Abstract:

In order to increase operational effectiveness, lower non-performing assets, and promote healthy
competition in the banking sector, the Honourable Finance Minister Nirmala Sitharaman announced the
Mega Bank Merger. This study examines the Swap ratio, financial metrics, and pre- and post-merger
financial metrics of OBC, UBI, and PNB. The swap ratios for PNB and UBI have increased within the past
12 months. Since the merger, non-performing assets have lost value. No, deposits have increased following
the merger. There have also been more branches since the merger. The PNB merger has resulted in an
increase in ROE, EPS, Net PM, and NIM.

Keywords: Bank Merger, Non-Performing Assets, UBI, PNB , OBC, Return on Capital Employed,
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Introduction:

The Indian the administration's department of finance combined ten public sector
banks into four in an effort to lower the value of non-performing assets, improve operational
effectiveness, and create healthy competition in the banking sector. The Mega Bank Merger was
announced by Nirmala Sitharaman in 2019. Towards the end of March, however, the Reserve
Bank of India announced the move in a financial circular on April 1, 2020. Public Sector Bank
(PSB) mergers are determined by regional considerations and the magnitude of problematic
loans. After the megabank merger was announced, PNB became the second-largest public sector
bank after State Bank of India by acquiring OBC (OBC) and UBI (UBI).

Objectives:

e Todraw attention to PNB (Amalgamated Bank), OBC, and UBI's swap ratio.

e To demonstrate the financial parameters of Punjab National Bank, an amalgamated bank,
OBC, and UBI, respectively.

e To demonstrate PNB (Amalgamated Bank), OBC, and UBI's (Amalgamating Banks)
financial performance prior to and following the merger.

Research Methodology:

The study has made use of secondary sources of data. The information came from
OBC, Punjab National Bank, and UBI websites. Additionally, information has been gathered
from the Reserve Bank of India bulletin, the Ministry of Finance, and other sources. Study's
Hypothesis:
HO: The merged banks' economic performance has not risen since the merger.
H1: The merged banks' economic performance has risen since the merger.
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Data Analysis, Results, and Presentation:
1. To draw attention to the swap ratios of UBI, OBC, and PNB (all amalgamated banks).
Table 1 shows the amalgamating banks' swap ratios for UBI, OBC, and Punjab National Bank.
Punjab National Bank OBC UBI
1150equityshares 1000equityshares -
121equityshares - 1000equityshares
The table above shows the United Bank, OBC, and PNB (Amalgamated Bank) swap ratios. The exchange
ratio between PNB and UBI is 121 shares of Rs. 2 each to 1000 shares of Rs. 10 each, while the swap ratio between
PNB and OBC is 1150 shares of Rs. 2 each to 1000 shares of Rs. 10 each. OBC was in horrible position before the
merger, as seen by the swap ratio of 0.87:1 between OBC and PNB. Investors are not putting money into that bank.
Nonetheless, United Bank's pre-merger situation was not too bad, as seen by the 8.27:1 Swap Ratio between UBI and
PNB.
2. To display the financial metrics of UBI, OBC, and PNB (Amalgamated Banks).
Table 2: Financial Characteristics of UBI, OBC, and PNB (Amalgamated Banks)

Particulars PNB OBC UnitedBankofindia |/AmalgamatedBank
Totalbusiness(incrores) 11,82,224 14,04,194  2,08,106 17,94,526
Grossadvances(incrores) 506,194 [1,71,549 [73,123 7,50,867
Deposits(incrores) 6,76,030 2,32,645 |1,34,983 10,43,659
CASAratio 41.17% 29.41% 52.45% 41.53%
DomesticBranches 6993 2395 2058 11440
PCR 61.62% 57.54% 51.20% 60.59%
CETlratio 6.25% 10.86% 10.24% 7.50%
CRARratio 9.73% 12.73% 13% 10.77%
NetNPAratio 6.55% 5.93% 8.67% 6.61%
Employees 65,611 21,729 13,804 1,00,649
ATMS 8,358 2,625 2,017 13,000

The financial metrics of UBI, OBC, and PNB (Amalgamated Bank) are highlighted in Table 2. Total business,
gross advance, deposits, CASA ratio, domestic branches, PCR, Common Equity Tier 1 (CETI) ratio, CRAR ratio, net
non-performing assets (NPA) ratio, employees, and the number of ATMs are examples of financial parameters. Both
Amalgamating Banks' combined business was not substantial prior to acquiring UBI and OBC; following the merger,
the combined business worth rose to Rs. 1794526 crore. However, since the merger, the NPA percentage has been
declining, falling from 8.67% in the instance of UBI to 6.61%. Amalgamated Bank's deposits increased to Rs. 1043659
crore following the merger. Following the merger, there are now 13,000 ATMs. Following the merger, the CRAR ratio
likewise drops to 10.77% from the 13% and 12.73% pre-merger values for UBI and OBC, respectively. Following the
merger, the PCR ratio also rises to 59.59%, indicating an increase in the provisioning coverage ratio.

3. To Present the Financial Performance of UBI, OBC, and PNB (Amalgamated Bank) Before and After the
Merger
Table 3: Financial Performance of UBI, PNB (Amalgamated Bank), and OBC Prior to and Following the

Merger
PunjabNationalBank UnitedBankofindia Oriental
Ratios Bankofcommerce
Averagefromyear 2015- |Averagefromyear 2015-

Year2021 | Year2020 2019 2019

Earningspershare(in) 2.64 0.80 -2.918 -35.47
ROCE (%) 1.85 1.80 1.254 1.63
NetProfitMargin (%) 2.50 0.62 -8.50 -1.22
NetInterestMargin 2.41 2.09 1.50 2.07

Returnon Equity/ ) i
Networth(%) 2.22 0.58 7.63 11.99

Prior to the merger, UBI and OBC had earnings per share of -35.47 and -2.918, respectively, which indicates
extremely poor profitability for equity shareholders from 2015 to 2019. After assuming control, the combined bank's
EPS increased by more than 102% and more than 80% in 2020 and 2021, respectively, to 0.80 and 2.64 levels. In a
similar vein, ROCE increased from 1.63% to 1.80% in 2020 and 1.85% in 2021 following the merger. From -7.22 and -
8.5 t0 0.62 in 2020 and 2.50 in 2021, the net profit margin likewise increases. Following the merger, the net interest
margin also rises. Additionally, return on equity rises from -7.63% and -11.99% to 2.22% in 2021 and 0.58% in 2020.
Therefore, we might conclude that bank mergers are urgently needed to improve the nation's economic situation.
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The hypothesis's outcome:
Following the merger, the combined bank's financial performance has improved. Therefore, H1 is approved
and HO is denied.

Conclusion:

According to the report, bank mergers are required in order to revitalize the Indian economy. To alter the
financial paradigm, the Reserve Bank of India, operating through the Ministry of Finance, rightly demanded a huge
bank merger. The united bank's branch network has been gradually expanding over time. The value of non-performing
assets has sharply declined as a result of bank mergers. The return on capital employed has also been increasing in
comparison to the combined banks. PNB immediately becomes the second-largest PSB after State Bank of India after
purchasing UBI and OBC.
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