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Abstract  

The research was conducted to examine the effects of merger and acquisition activities on the 

financial performance of the UK and US based banks. The method which were used to measure 

performance of the chosen banks i.e Bank of America and Barclays PLC after merger and 

acquisition activities were ROA, ROE, NIM, SE and TA. The analysis was done based on the 

principles of accounting. The performance of banks was measured over a period of ten years 

from 2003 to 2013. The data used for this research was extracted from the annual reports. The 

method used to evaluate the data were ratio analysis and t-test analysis. First, the ratio analysis 

was done to measure the short-term and long-term performance. The findings were obtained 

from the ratio analysis indicated that merger and acquisition have negative impact on the 

financial performance over a five years period. In particular, there was a significant decline in 

the profitability of the two banks. Secondly, the two-paired t-test was done to observe the 

changes in financial performance between pre-acquisition and post-acquisition period. The 

findings revealed a downward trend in the financial performance of banks. Moreover, the 

results show similarities between ratio analysis and t-test. Additionally, Bank of America and 

Barclays bank PLC was witnessed a significant deterioration in their financial performance. 

Finally, the research recommends that alternative strategies and actions must be employed to 

apply a merger and acquisition activity successfully.  

 

 

 

 

 

 

 

 

 

 

 

 

 

  



5 | U n i v e r s i t y  o f  H e r t f o r d s h i r e  B u s i n e s s  S c h o o l  

 

Table of Contents 

1.0 Introduction ................................ ................................ ................................ . 9 
1.1 Overview of the Bank Mergers and Acquisitions...................................................................... 10 
1.2. Background of the Study....................................................................................................... 11 
1.3. Research Objectives ............................................................................................................. 13 
1.4. Research Questions .............................................................................................................. 13 

2.0 Literature Review................................ ................................ .........................  14 
2.1 The Financial Effect of M&As ................................................................................................. 16 
2.1.1 Event Study Approach for M&As in the UK........................................................................... 16 
2.1.2 Event Study Approach for M&As in USA............................................................................... 17 
2.1.3 Empirical Evidence using Accounting-based Measure in the UK............................................. 18 
2.1.4 Empirical Evidence using Accounting-based Measure in the USA ........................................... 19 
2.1.5 Empirical Evidence of M&As on Performance of Banking Industry ......................................... 20 
2.2 Motives for Mergers and Acquisitions .................................................................................... 21 
2.2.1 Synergy effects for M&A ..................................................................................................... 21 
2.2.2 Motives for Mergers and Acquisitions in the Banking Industry .............................................. 22 

3.0 Research Methodology................................ ................................ ..................  24 
3.1 Research Design.................................................................................................................... 24 
3.2 Model Specifications ............................................................................................................. 25 
3.3 Ratio Analysis........................................................................................................................ 27 
3.4 Return on Asset .................................................................................................................... 27 
3.5 Return on Equity ................................................................................................................... 27 
3.6 Net Interest Margin............................................................................................................... 28 
3.7 Shareholder’s Equity ............................................................................................................. 28 
3.8 Total Asset............................................................................................................................ 28 
3.9 T-test Model Specification ..................................................................................................... 29 
3.10 Limitations of the Study ....................................................................................................... 30 

4.0 Data Presentation and Empirical Analysis ................................ ...........................  31 
4.1 The pre-and post-performance evaluation of Bank of America................................................. 31 
4.2 The pre-and post-performance evaluation of Barclays PLC ...................................................... 37 
4.3 The comparative evaluation of Band of America and Barclays PLC ........................................... 40 
4.4. The Empirical Discussion of Ratio Analysis ............................................................................. 42 
4.5 T-test analysis and Discussions............................................................................................... 44 
4.5.1 Hypotheses Statements ...................................................................................................... 45 
4.5.2 T-test Data Analysis of Bank of America ............................................................................... 46 
4.5.3 T-test Data Analysis of Barclays PLC ..................................................................................... 47 

5.0 Conclusion ................................ ................................ ................................ . 51 
5.1 Recommendations ................................................................................................................ 52 

6.0 Personal Reflection ................................ ................................ ......................  54 

7.0 References................................ ................................ ................................ . 56 

8.0 Appendices ................................ ................................ ................................  68 
 

 

 

 



6 | U n i v e r s i t y  o f  H e r t f o r d s h i r e  B u s i n e s s  S c h o o l  

 

 

List of abbreviations 

 

M&As Mergers and Acquisitions 

BoA Bank of America 

ROE Return on Equity 

ROA Return on Assets 

NIM Net Interest Margin 

SE Shareholders’ Equity 

TA Total Assets 

UK United Kingdom 

US United States 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



7 | U n i v e r s i t y  o f  H e r t f o r d s h i r e  B u s i n e s s  S c h o o l  

 

 

List of Figures 

 

Figure 1.1: Bank M&As across the world. 
 

11 

Figure 2.1: Announced M&As worldwide. 
 

15 

Figure 4.1: The ratio analysis of Bank of America. 

 

32 

Figure 4.2: The industry average of return on assets among the US banks. 

 

33 

Figure 4.3: The industry average of return on equity among the US banks. 
 

34 

Figure 4.4: The industry average of net interest margin among the US banks. 
 

36 

Figure 4.5: The ratio analysis of Barclays PLC. 
 

37 

Figure 4.6: The industry average return on assets among the UK banks. 38 

Figure 4.7: The industry average return on equity among the UK banks. 39 

Figure 4.8: The industry average of net interest margin among the UK banks. 
 

39 

Figure 4. 9: The comparison of Return on Assets 

 

40 

Figure 4.10:  The comparison of Return on Equity 

 

41 

Figure 4.11: The comparison of Net Interest Margin 41 

Figure 4.12: The comparison of Shareholders’ Equity 
 

42 

 

 

 

 

 

 

 

 

 

 

 

 

 



8 | U n i v e r s i t y  o f  H e r t f o r d s h i r e  B u s i n e s s  S c h o o l  

 

 

List of Tables 

 

 

Table 4.1: The acquisition details of BoA and Barclays PLC. 

 
31 

Table 4.2: Mean and standard deviation of pre-and post- acquisition ratios of Bank of 
America. 

 

46 

Table 4.3: Mean and standard deviation of pre-and post- acquisition ratios of Barclays PLC. 
 

47 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



9 | U n i v e r s i t y  o f  H e r t f o r d s h i r e  B u s i n e s s  S c h o o l  

 

 

1.0 Introduction  

Global financial markets have continuously witnessed an increased number of M&As over the 

last decade. In particularly, the increasing number of M&As has taken form since the beginning 

of 1990s (Bertrand and Betschinger, 2011). Numerous reasons have played significant role in 

financial markets to engage in M&As. Mishkin (1998) considers that different determinants 

which includes regulatory and technological conditions have driven banks to expand their 

operations to become more competitive and larger.  

 

A merger can be defined the combination of two or more separate institutions as one institution. 

An acquisition can be determined as a takeover activity of a company by larger one (Hill and 

Jones (2001). Moreover, the substantial number of literature examines the mergers and 

acquisitions in different categories. A vertical merger refers a merger between two companies 

to involve for a specific goal. The conglomerate merger refers the combination of different 

types of companies to involve a totally different type of activity. The logic behind the 

conglomerate merger can be explained as a risk-averse. The horizontal merger is the 

consolidation two or more companies in the same industry to carry out similar operations and 

there are greater synergy and potential gains for merging companies Gaughan (1999). 

 

The majority of companies have adopted mergers and acquisitions as a strategic process to 

improve financial performance and the reduce cost of expenses. However, researchers have 

separated into two in terms of successfulness and effectiveness of mergers and acquisitions on 

the company performance. The study of Akhavein, Berger, and Humphrey (1997) examined 

the bank M&As and they find that there has seen a significant improvement in profitabil ity 

such as ROA and ROE. Whereas, the research of Lichtenberg et al (1990) on the UK active 

acquirers revealed that mergers and acquisition has not positive impact on the profitability.  

Consequently, the lack of consistent views reveals a necessity for further study in mergers and 

acquisition.  
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1.1 Overview of the Bank Mergers and Acquisitions 
 

Bank mergers and acquisitions have been a significant strategic trend in US since 1980s. Banks 

have engaged in M&As to increase the poorly performing bank profits and they maintained 

this trend even after the industry returned a lucrative view (Mishkin, 1998).  

 

The EU banking industry has been an important factor of bank M&As during the 1990s. 

According to ECB (2000) data, there has been a significant reduction in EU banks from 12,670 

to 8,395 in 1999 due to M&As. Banking industry like other economic sectors engaged in 

M&As with the similar purposes such as market power, synergy gain and efficiency gain 

triggered to deal in EU banks. Walkner and Raes (2005) point out some important factors that 

facilitate the mergers activity in the banking industry. These factors can be determined as 

globalisation, technological developments and regulatory reforms of the international financ ia l 

systems and were allowed bank to engage in M&As. Accordingly, with the impact of 

globalisation cross-border acquisition activities of the EU banks has reached to €682 million 

across the world (PWC, 2006). However, In the UK, the number of bank M&As are relative ly 

low compared to other EU banks. It can be explained as a globalisation impact, because the 

number of new entrants to the market particularly international banks were the main reasons 

of low deals. According to BoE data, with 55% of asset 306 international-based banks were set 

up in 2000. There foreign-based banks mainly focused on individual banking instead of retail 

banking and their market share has reached 40% compared to Britain-based bank. In other 

word, globalisation has been the main reason for low level M&As in the UK banking industry 

(Ayadi and Pujals, 2005).  

 

However, with the impact of global financial crisis there has been significant M&As in the UK 

banking industry. In response to the crisis, financial regulators have intervened to the market 

and arranged fire sales for a substantial number of major banks (Rao‐Nicholson, & Salaber, 

2016). Additionally, some banks have arranged fire sales for themselves (Beltratti & 

Stulz, 2012).  The M&A of the Bank of America and Merrill Lynch for $50 billion was one of 

the largest activity and BBVA acquired to Compass Bancshares for $9.87 billion in 2007 (Rao‐

Nicholson, & Salaber, 2016). Also, in February 2008, Northern Rock has been the first 

financial institution which was acquired(nationalised) as a last option by the government of the 

http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0012
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UK (BBC, 2008). Similarly, Lloyds TBS agreed on a 12£ billion takeovers for HBOS to save 

the country’s largest mortgage lender from a confidence crisis (Financial Times, 2008). The 

amid the one of the worst financial crisis Barclays agreed a $1.75 billion deal to buy the  

investment bank of Lehman Brothers (Teather, Clark and Treanor, 2008). Similarly, second 

important acquisition took place on September 2008 with the acquisition of HBOS by Lloyds 

TSB for £12 billion (Treanor, 2015). However, one month after the government of the UK has 

bought up to 43.5% of Lloyds TSB shares for £4 billion (BBC, 2009). 

 

Figure 1.1: Bank M&As across the world. 

 

Source: Federal Reserve Bank of St. Louis (2014) 

 

1.2. Background of the Study 
 

Bank of America 

 

Bank of America (BoA) is the US based multinational company that offers consumer and 

global banking services. Beside this global wealth and investment management departments 

plays a significant role in the bank operations. Currently, BoA is the second largest bank of US 

in by its assets, in addition it has been 26th largest company across the US in terms of its total 

revenue (Bank of America, 2016). 

 

BoA has continued its operations with the numerous M&A activities in order to achieve its 

strategic growth goals. Therefore, in 1998 Bank America was acquired by NationBank of 
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Charlotte for $62 billion, it has received as the world history’s largest bank merger. 

NationsBank has been the survivor one in this merger activity, however well-known bank name 

has selected as BoA rather than NationsBank (Tribune, 1998). In 2005, BoA was acquired to 

credit card giant MBNA in return cash and stock for $35 billion (Bauerlein, Sidel, 2005). 

Another acquisition of BoA took place in 2006, the asset management giant of The United 

States Trust Company which was operating more than $100 billion and it was acquired by BoA 

for $3.3 billion (Lipton, 2006). Additionally, LaSalle Bank Corporation was acquired from 

ABN AMBRO for $21 billion, this acquisition has provided a huge amount of asset for BoA 

with the value of $1.7 trillion (Augstums, 2007). 

 

Consequently, BoA determined to its willingness to buy Lehman Brothers, however the poor 

condition of LB due to financial crisis and lack of government support have changed BoA’s 

decision. In September 2008, BoA announced that it was acquired to Merrill Lynch for $50 

billion. Thus, BoA has been the largest financial services provider worldwide (Stempel, 2008). 

 

Barclays PLC 

 

Barclays is the UK based multinational bank that offers financial goods and services in over 

40 countries across the world. It mainly serves as retail, commercial, investment banking and 

wealth management in the its strong markets of the UK and US (Barclays Group, 2017). 

For last decades, Barclays has made significant number of bank acquisitions as its strategic 

growth goal from 1918 to 2008. The acquisitions; (Barclays Group, 2017). 

 

 Provincial and South-Western Bank in 1918  

 British Linen Bank in 1919 

 Mercantile Credit in 1975 

 Woolwich Bank in 2000 

 Lehman Brothers in 2008 

 

Furthermore, the acquisition activities of Barclays have continued and in 2003 Juniper Bank 

has acquired by Barclays. Then, Banco Zaragozano which was the 11th largest bank of Spain 

acquired in 2003 (Timmons, 2003 and Timmons, 2004). In 2006, HomEq Servicing 

Corporation acquired from Wachovia for US$469 million (Siegel, 2006). In 2007, ABN 
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AMRO the largest bank of Netherlands tried to be acquired by Barclays, however this takeover 

has not been made because of unwillingness of ABN shareholders (BBC, 2007).  

 

Consequently, in 2008 Barclays has acquired the core business of US bank Lehman Brothers 

for £700 million ($1.35 billion), which including Midtown Manhattan office building with the  

responsibility of 9000 workers (Teather, D., Treanor, J. and Clark, A. 2008). 

 

In June 2009, International Petroleum Investment Company sold 1.3 billion shares of Barclays, 

therefore share prices plummeted by 54%. Likewise, Qatar holding sold £10 billion worth of 

shares Barclays shares (Hofman, 2009). The exchange trade fund business of Barclays bank 

sold to BlackRock for 13.5 billion (The Guardian, 2009). In 2012, Barclays announced the 

acquisition of ING Direct’s UK operations (BBC News, 2012). However, in 2013 Barclays 

announced its first loss in two decades with the value of £1.04 billion for 2012. Therefore, it 

has reduced £1.7 billion work force cost by cutting 3,700 jobs in EU and Asia (Bloomberg, 

2013). 

1.3. Research Objectives 
 

- To comparatively evaluate successfulness of mergers and acquisitions on the financ ia l 

performance of two investments bank in the UK and US. 

- To examine effectiveness of annual reports on the performance of Bank of America 

and Barclays plc. 

- To examine the financial ratios of Barclays Plc and Bank of America in terms of 

profitability. 

- To determine the successfulness of mergers and acquisitions by using financial ratios. 

 

1.4. Research Questions 
- How the financial performance of mergers and acquisitions are measured by comparing 

in banking industry? 

- How to measure a bank performance by examining and interpreting the annual reports? 

- What are the roles of financial ratios to determine the profitability of banks? 

- How to determine the merger and acquisition successfulness by carrying out a ratio 

analysis?   
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2.0 Literature Review 

For decades, there has been a considerable number of mergers and acquisitions in the financ ia l 

markets which include banking industry. The banking industry is very important for an 

economy in terms of its function to provide financia l resources across the world. Empirica l 

studies show that developments in the financial sector has a significant impact on economic 

growth (Levine, 1997). Similarly, King and Levine (1993) argue that positive developments in 

the finance industry contributes the economic growth. However, lack of competition, 

vulnerabilities and risk in the banking sector may cause lower economic growth in GDP 

(Drakos, K, 2002). 

The terms of mergers and acquisitions have always been a complex concept (Sherman & Hart, 

2006). Merger is an acquisition structure of a firm instead of separate strategy (Miller, 2008). 

However, others adopted as a takeover activity (Gaughan, 2002) and he also adds that merger 

can be identified in narrow and broad ways. In a broad context merger can be determined as a 

takeover in which two or more are brought together as one to form a new structure (Gole & 

Morris, 2007). In a narrow context, it can be depicted the combination of equal-sized firms 

with their resources to form one firm. Fontaine (2007) defines merger in a narrow context as 

an operation that all the risks and awards are shared by two parties equally. Frantlikh, (2003) 

explains that in a merger selling firm transfers their all assets and liabilities to the buyer firm 

and they continue their operations under the control of it.  

On the other hand, acquisitions can be described as a takeover of a firm all management and 

ownership controls from another firm (McClure, 2009). The acquisition can be occurred by the 

buying of target firm with tangible and intangible assets such as, interest in the stock markets, 

plant or a control of entire management. (European Central Bank, 2000). Additionally, 

acquisition usually happen when more efficiently and larger firm buys a smaller and less 

efficient one (Coyle, 2000).  

Firms are engaging in mergers and acquisitions for many reasons, (Sudarsanam, 2003) states 

that firms are engage in M&As for their financial and strategic objectives. Larsson (1999) 

points out firms are keen for M&As due to expand into new markets, add to new goods and 

services and benefit from new industries. Other studies explain reasons such as growth and 

diversification (Walter & Barney, 1990), increase revenue (Rappaport, 1986), changing 

economic conditions and competitiveness (Croson et al., 2004), economies of scale for an 

influential cost efficiency (Pilloff, 1996), increasing market power (Trautwein, 1990).  
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The existing studies on M&A activities demonstrate that synergy, hubris and agency have been 

one of the main motivations in existing literatures (Berkovitch and Narayanan, 1993). They 

explain that the synergy motivates the managers of the acquirer and target firms to be able to 

maximise the shareholder wealth of both of two firms. However, empirical studies demonstrate 

that takeover does not create value for the acquirer firm’s shareholders (Haleblian et al., 2009), 

because the intentions of firms regarding M&As might have been different than their 

expectations (Goergen & Renneboog, 2004). Whereas, Bradley et al. (1988) state that 

combined value of target and acquirer firm creates greater value than their separate values 

because, with the acquisition acquirer firm might have been combined the all resources of two 

separate firm into one great firm by gaining the control entire resources.  

 

The hubris may provide positive gains in the short term but, in the long-term firm might be 

faced with negative total gains for further activities (Haleblian, McNamara, Dykes, 2009). The 

agency problem reflects managers own personnel interests in M&As and it occurs when the 

managers willing to pay more than target’s actual value to settle on takeover. However, it also 

occurs a conflict among shareholders’ and firm managers (Morck et al., 1990), however paying 

more than its actual value for an M&As, acquirer faces negative returns in its total gain (Fu, 

Lin & Officer, 2013). 

Figure 2.1: Announced M&As worldwide. 

 

Source: SAP (2015) 



16 | U n i v e r s i t y  o f  H e r t f o r d s h i r e  B u s i n e s s  S c h o o l  

 

2.1 The Financial Effect of M&As  
 

The financial performance indicates that how firms carry out their operations to achieve their 

financial goals. Additionally, there are some ways to measure the financial performance of 

firms in the wake of a M&A and financial ratios can be used as a one of the main measures to 

examine the M&As impact on the performance of banks (Weston, 2001). Therefore, Paul 

(2001) used financial statements of firms to examine the performance of M&As. Accordingly, 

it is observed that M&As announcements have increased the shareholders’ value of target firm 

(Schwert, 1996). Similarly, Jensen & Ruback (1983) observed abnormal return in the stock 

performance of the acquired bank which was ranging between 16.7% and 34.1%.  as a result 

of M&A. In addition, Moeller, et al. (2005) and Dodd and Ruback (1977) suggest a simila r 

view and they emphasize the financial value and synergy gain of M&As for both acquirer and 

target firm. 

2.1.1 Event Study Approach for M&As in the UK 
 

The event study approach is an empirical analysis that mainly focuses on various areas such as 

accounting and finance, marketing and management (Ball and Brown, 1968). Brunner (1999) 

suggest that event study approach can be used to as a performance measurement tool to evaluate 

of financial performance of an announcement or completion in a takeover activity. Haleblian 

& Finkelstein (1999) identify that event studies (stock market based measures) can be used to 

evaluate the performance of an M&A in the short and long-term. Therefore, a large number of 

event studies evaluates the stock prices of firms to evaluate the M&A announcement impact 

(Andrade et al., 2001), because with the effect of M&A announcements some future prospects 

occur about the firm then it reflects to the stock prices (Martynova and Renneboog, 2008). 

 

In the short-term, a successful takeover demonstrates positive abnormal returns for the target 

firm but for the acquirer returns observed as mixed (Papadakis and Thanos, 2010). Therefore, 

target firm’s shareholders obtained substantial gains in the short run as a result of excessive 

paid (Bertrand and Zitouna, 2008). Whereas, in the long-run event studies show different 

results, Tuch and O’ Sullivan (2007) claim that gains are negative or insignificant in the long 

run of a deal and these negative gains can be observed from three years after. 

 

Hodgkinson and Partington (2008) carried out a research based on short and long-term return 

impact of mergers and acquisitions by using Berkovitch and Narayanan (1993) methodology 
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on 2008 UK firms between 1984-1998.  Thus, they have observed the potential total gains in 

the wake of an M&A. In the short-run they have observed the 5-day’s gain, on the contrary, in 

the long-run 6 months before and 2 years after observed. Consequently, in the short-term with 

the impact of synergy value-enhancing deals were measured two times more than value-

decreasing deals. For the target firms’ deals concluded with 79% shareholders gain. When it 

comes to, long-run returns, they observed that firms received negative total gains compared to 

short-run returns. The total gains of firms show that firms have underperformed in the long-

run in terms of returns.   

 

2.1.2 Event Study Approach for M&As in USA 
Prior studies in USA showed the importance of synergy motivate for bank M&As. The 

substantial numbers of banks and financial institutions in USA are more likely to be acquired 

because of various determinants such as, low capital, low earnings and high market share 

(Goddard et al, 2009). Hannan and Pilloff (2007) argue that profitability of banks plays a 

significant role for acquisitions, therefore less profitable banks have greater chance to be 

acquired. By the examining the efficiency indicators and stock price performance after merger 

announcements, findings show that cost efficiency gains of mergers are quite limited in USA 

banks (DeYoung, 1997).  

 

Pilloff and Santomero (1996) explored the USA bank acquisitions between 1986 and 1995 in 

terms of productivity and they found that ROA and ROE have not a remarkable gain in value. 

Similarly, Linder and Crane (1992) consider that bank mergers in USA between 1982 and 1987 

have not provided any improvement in banks profitability compared to other banks. Whereas, 

Pilloff (1999) analysed 48 bank mergers from 1982 to 1991 in order to examine the merger 

profitability and abnormal returns by using balance sheets. According to his research, there has 

been an efficiency increase in banks after merger announcement. In addition, a study in the US 

banks showed there were significant improvement in the post-merger return (Cornett et al. 

2006). Furthermore, according to event study of Jensen and Ruback (1993) there has been a 

significant increase in share prices of target firms between 20-30%. Moreover, 23 real estate 

firms in USA have witnessed 5.29% abnormal returns in the announcement day of takeover 

(McIntosh et al. 1989). Consequently, findings demonstrate different results regarding the 

successfulness of M&As in USA. Berkovitch and Narayanan argue that there is inconsistency 

between total and target gain in M&As. 
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Further researches in different sectors in USA also demonstrate mix results in terms of 

profitability and value creation of M&As. the research implemented by Franks et al (1977) to 

analyse shareholder returns of 399 takeovers in USA between 1975-1985 and they found -

1.02% insignificant negative return for acquiring firm’s shareholders. Therefore, Boone & 

Mulherin’s (2000) analysed the acquirer firms in USA over a 9 years and findings showed that 

negative return for shareholders changed between -0.37% and 0.92%. Likewise, Ravenscraft 

and Scherer (1987) monitored the performance of acquirer firms between 1950-1977 by using 

business data and they found a remarkable decrease in profitability. 

 

2.1.3 Empirical Evidence using Accounting-based Measure in the UK 
Accounting measures have broadly used by many researchers to define the profitability and 

cash flow performance of a firm (Healy et al. 1992). Accounting-based measures focus on short 

and long-term perspective of an acquisition to compare the post-acquisition changes with 

industry average. Tuch and O’Sullivan (2007) point out that a firm main objective is to generate 

value and any benefit resulted with a M&As will be observed in its accounting statements. 

Therefore, these studies use accounting and financial ratios such as accounting rates of return, 

profit margins and cash flow returns. Kangari (1988) considers that ratio analysis can be used 

by using financial statements to examine the successfulness of firms after M&As. Similar ly, 

Bertrand and Betschinger (2011) point out that return on asset(ROA) is mainly used to examine 

the performance of M&As.  

 

Meeks (1977) conducts a research in the UK between 1964 and 1972 to examine the 233 firms’ 

performance after acquisition and observed a profitability increase in the year of deal however, 

after first year profitability decreased during the 5 subsequent years. He also adds rate of return 

demonstrate that acquisition has a negative impact on profitability but not in the long-run. 

Likewise, after M&As firms do not indicate a remarkable evidence regarding the financ ia l 

success of deal (Ghosh, 2001). Additionally, Meeks (1981) carried out a research and he found 

that ROA is the most appropriate ratio to measure the performance of M&As. Whereas, Barber 

and Lyon (1996) take a different view and they add that operating cash flow is a more 

appropriate method to measure the performance of M&As. Consequently, to measure the 

performance of M&As   different research on accounting based-based measures may vary. 

 

Therefore, there has been a lot of research to evaluate the success of a takeover by using 

fundamental valuation methods and residual income approach. Accordingly, a study in the UK 
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that has covered 368 takeovers from 1985 to 1996. Using the traditional accounting study 

approach, findings showed that mergers have significantly positive effect on ROE. 

Furthermore, research found that fundamental valuation of takeover is lower after deal than it 

is before the acquisition. Therefore, the difference is not about the lower ROE, it is about the 

deduction of goodwill (Guest, Bild & Runsten, M, 2010). Similarly, Bild et al (2010) carry out 

a research by using accounting studies to assess the M&A deal performance of 303 UK firms 

between 1985 and 1996, they found that M&As result in a significant improvement in 

profitability (ROE). 

 

Powell and Stark (2005) observe that takeover improved the operating performance of firms in 

the UK. Additionally, Martynova and Renneboog (2008) point out that positive returns 

observed when measuring takeover with cash-flow metrics, however earning based measures 

concluded with negative returns.  

 

2.1.4 Empirical Evidence using Accounting-based Measure in the USA 
In the literatures, there has been done many researches on bank M&As, however studies have 

not provided a consistent result for the post-merger activities and the majority of studies have 

failed to show a clear evidence on the performance of M&A. Therefore, the literatures on 

accounting studies that have been applied for USA concluded with similar result of the UK.  

 

The studies mostly focused on cost efficiency to estimate the performance of deals in USA. 

However, profit efficiency measures of M&As in US which took place between 1980 and 1990, 

finding demonstrate (+16%) improvement in profitability efficiency of mega banks compared 

to other banks (Akhavein et al. 1997). They also add that improvements mostly generated from 

revenue increase and risk diversification. Accordingly, studies based on profit efficiency from 

the 1980s and early 1990s shows that mergers improved profit efficiency and these 

improvements might be generated due to risk diversifications and improved risk-expected 

return of banks (Akhavein, Berger and Humphrey,1997). The highest efficiency improvements 

obtained from low efficient target banks during the post-merger. On the other hand, DeYoung 

(1997) claims that 61% of insolvent bank mergers resulted with cost efficiencies, however 58% 

banks have generated insignificant cost efficiencies. These gains of insolvent banks might have 

generated these gains due to the support of Federal Deposit Insurance Corporation (FDIC).   
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Whereas, Berger and Humphrey (1992) investigate 57 US mega banks and they observe 2 

scenarios. First, a merger can be successful in terms of efficiency gain when more efficient 

banks takeover less efficient banks. Secondly, M&As were not successful in bank industry 

with regard to improving cost efficiency. Peristiani (1993) points out that bidder banks are 

more profitable than target banks, but he adds that generally deals have not provided efficiency 

gains. Likewise, DeLong & DeYoung, (2007) state that banks have not generated profitabil ity 

and performance improvements as a result of M&A.  

 

2.1.5 Empirical Evidence of M&As on Performance of Banking Industry 
Since the early 1990s, M&As in the banking industry have significantly increased with the 

effect of vigorous competition and deregulation. The figures demonstrate a considerable 

change in M&A activities from 211 in the 1980s to 561 until 2006. In these figures, mostly 

domestic M&A operations took place (Focarelli and Pozzolo, 2001), additionally, the cross-

border activities also increased due to increasing globalisation (Pozzolo, 2009). 

 

Recently, there has been a significant increase in the number of researches regarding the M&A 

activities in the banking sector, therefore this area has been a critical field to be investiga ted 

because of intense activities (DeYoung et al., 2010). They state that the acquisition of small 

and less efficient banks provides more profit and efficiency. Likewise, Hannan and Pilloff 

(2006) consider that larger and more efficient banks tend to buy small and less efficient banks, 

because acquirers created value by improving the profitability and efficiency of target banks 

thanks to their superior management skills. Worthigton (2001) emphasise that superior 

management skills and higher earnings increased the profitability of a bank in M&As. Kwan 

and Wilcox (1999) found significant reductions in cost of bank M&As in the case of good 

managerial skills. 

 

On the contrary, Houston et al., (2001) determined that have not created value for shareholders 

and they emphasised positive effect of a takeover can be evaluated by measuring the 

profitability and efficiency of corporate performance. According the findings from different 

countries result regarding bank mergers shown that efficiency gains cannot be guaranteed a 

value creation for shareholders (Houston and Ryngaert, 1994). They also add that the reactions 

of stock markets to the large bank mergers were insignificant in terms of value creation. 
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DeYoung et al. (2009) consider different results regarding the performance of M&As in 

banking industry may be occurred from different objectives. For instance, in a bank M&A 

profit maximisation may not be the only motivation.  The recent financial crisis demonstrates 

that there are more important motivates than profit maximisation for bank M&As. For example, 

financial markets have witnessed with the significant number of bank M&As in the following 

3 years after the crisis as a result of bad lending practices (Sharma, V, 2009). The empirica l 

study demonstrates that market capitalisation of BoA after acquisition of Merrill Lynch has 

reached to $ 129.2 billion and synergy value creation of Merrill Lynch for BoA gain calculated 

as $14.7 billion (Yulianto, K and Adrian, H. (2017). 

 

2.2 Motives for Mergers and Acquisitions 
The considerable number of researches have carried out by researchers to examine the factors 

that motivates M&As.  The researches demonstrate different views regarding the motivations 

for M&As. Donaldson and Lorsch (1983) argue that growth has been an important factor for 

acquiring firm to survive in a competitive market environment. Amihud and Lev (1981) posit 

that corporate diversification and risk reduction allow the firm to meet with more stable 

operational performance. Shleifer and Vishny (1989) state that mergers help firms to achieve 

long-term growth for the acquiring firm and improve the job security of managers. Berkovitch 

and Narayanan (1993) argue that M&As have mostly affected from synergy, hubris, and 

agency are mostly observed in M&As. According to Arnold and Parker (2009) study of the UK 

mergers showed that mergers might be related to synergy and market timing motivates. 

(Mehrotra et al., 2011) state the lack of wealth gains after the takeover announcement in Japan 

may be involved due to the conflict of motivations. Grinblatt and Titman (2005) observe that 

operating economies, tax effects, differential efficiency, financial economies, and increased 

market power are the primary motivations for M&As. 

 

2.2.1 Synergy effects for M&A 
Empirical studies demonstrate that synergy is the primary motive in an M&A activity due to 

its positive total gains (Berkovitch and Narayanan, 1993). The efficiency theory explains three 

types of synergy for M&As, operational, managerial and financial (Trautwein, 1990).  

 

Sudarsanam (2000) explains that by combining activities, markets and products of merging 

firms operating synergy (economies of scale and scope) can be achieved. Managerial synergy 

can be observed when the acquirer firm managers possesses superior planning and monitor ing 
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abilities (Trautwein, 1990). When the cost of capital is lower than pre-merger of the both firm 

than financial synergy can be achieved (Pasiouras at al. 2005).  As another financial synergy 

are tax advantages may arise when the merged firm use benefit from the tax laws or cover the 

revenue by using its net operating losses. In the financial sector economies of scale is the 

second quoted motive for M&As. Amel et al (2004) assert that economies of scope arise when 

the variety of goods and services in production reduce the cost of per-unit. Therefore, banks 

can be achieved economies of scale by offering variety of goods and services. 

 

The diversification has used by the substantial number of firms in M&A activity. Through the 

risk diversification firms are broadening their production portfolios to extend their businesses 

(Larsson and Wallenberg, 2002). Pasiouras et al, (2001) posit that the integration of firms by 

merging may cause lower risk and reduce the probability of bank failures when the cash flow 

of firm is not perfectly correlated.  

 

The agency is a significant culprit in the success of M&A activity, empirical studies show when 

managers may choice to maximise their wealth instead of shareholders by increasing 

compensation, power, prestige and wages. However, the hubris hypothesis of Roll (1986) 

explains managers may incur some mistakes by overestimating the value of target firm and this 

may cause a failure for M&A. 

 

2.2.2 Motives for Mergers and Acquisitions in the Banking Industry 
There are different determinants that have driven to banking industry for mergers and 

acquisitions. The banking industry carried out merger activity in order to obtain higher income 

by extending its market share and sales, whereas acquisition activity was implemented by 

acquiring banks to improve the portfolio quality (Focarelli et al, 2002).   

  

The majority of motivations in the banking sector for mergers and acquisitions have triggered 

by managers desires to gain more power and personal interest (Kingston University, 2007), to 

improve the efficiency (Humphrey & Vale, 2003) due to economies of scale (Sufian, 2011). 

Sufian (2011) also adds that large and efficient banks can be used mergers for economies of 

scope instead of economies of scale. Focarelli et al. (2002) point out that larger banks most 

likely acquire small and less efficient banks by using their more diversified incomes, (Altunbas 

& Ibáñez, 2004) it helps to improve their economies of scope. Generally, banking industry has 

achieved to economies of scale with small and medium size mergers. According to Morris 
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(2004) dependence theory to determine the motivates for mergers in the banking industry he 

claims that health, competitiveness of the economy and uncertainty because of interest rates 

can be used as an important factor for merging process.   

 

The substantial numbers of researches have been conducted in different countries regarding 

bank mergers and acquisitions. Sufian (2011) points out that for Korean banks efficiency 

improvement has been a significant motivation factor. Shanmugam (2003) examined the 

Malaysian banking industry with regard to M&A process and he found that competitiveness 

and desire to catch higher efficiency have been main motivations for M&A in the Malaysian 

banks. Pasiouras and Zopounidis (2008) observe that banks in Greek engaged with M&A 

activities because of grow, strengthen their position and increase efficiency due to economies 

of scale.  

The larger banks more are likely to target the small banks to extend their operations such as 

easy access to the national and international money and capital markets. Focarelli et al (2002) 

analysed Italian banking industry to examine the main motivations for M&As and they 

observed that banks engaged with M&As to increase; efficient usage of capital, non-interes t 

income and selling more services. Also, acquired banks aimed to increase the quality of loan 

portfolio. However, the main objective of M&As have always been higher profitability. Morris 

(2004) examined the 30 years of USA banking industry and he observed that USA banks were 

involved in M&As with other banks and different types of financial institutions. The study 

covered the small size USA banks because at that time USA was mainly dominated by small 

and relatively weak banks due to their size banks. Therefore, these reasons have motivated 

USA banks to engage with a M&A activity during the time that time.  
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3.0 Research Methodology 

According to Vedic philosophy, methodology can be described as a process of knowing, the 

knower and the known (Gustavsson, 1992). In a systematic form methodology can be described 

as a process of planning, executing and investigating of a knowledge by synthesising to come 

an answer (Ghauri and Gronhaug, 2002).  

 

The research adopted quantitative research design in order to examine the performance of 

M&As by using financial reports of two investment banks in the UK and US. The data used in 

this research is collected from annual reports of the two banks for ten years’ period. The base 

years is selected as 2008 and five years’ pre-acquisition (2003 to 2008), five years’ post-

acquisition (2008 to 2013) financial information examined by using data from annual reports 

of the banks. Afterwards, the post-acquisition performance finding of two investment banks 

have been compared to make a benchmark between the ultimate performance analysis. 

Consequently, in order to determine the exact relationships between the variables a t-test 

analysis has implemented. 

 

3.1 Research Design 
Research design can be described as a comprehensive research plan to come a relevant and 

practicable empirical research by using the conceptual research questions (Ghauri and 

Gronhaug, 2005). It plays a significant role in terms of data collection and data analysis. Ghauri 

and Gronhaug (2005) explain three main research design structure; exploratory research, 

descriptive research, and casual research. Descriptive design is applicable when research well-

structured and understood (Kinnear and Taylor, 1996). 

 

This research used descriptive design in order to depict whether M&As do have performance 

increase in financial reports of the banks. Therefore, the research consists of the use of financ ia l 

ratios and t-test analysis. First, the accounting-based technique was implemented to examine 

the short-term performance of the selected banks by using return on equity (ROE), return on 

asset (ROA), net profit margin (NPM), net interest margin (NIM). The ratio analysis covered 

10 years’ period and base year chosen as 2008, pre-acquisition took place between 2003- 2008 

and post-acquisition took place between 2008 and 2013. Then, the accounting-based 

performance results of the two selected banks were demonstrated on graphs over the five years.  

Moreover, the method analysis is the t-test and the data was analysed with the aid of Microsoft 
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Excel in order to compare the differences of pre-and post-acquisition performance of financ ia l 

ratios which are ROA, ROE, NIM, SE and TA. 

 

3.2 Model Specifications 
Beyond a lot of numerical data in the financial statements, the main aim of the financ ia l 

management is to create wealth. By doing this, optimal usage of resources plays a significant 

role to maximise the firm value. Therefore, financial ratios commonly used to assess the 

financial reports in terms of performance analysis.  Drake (2010) defines financial statement 

analysis as the selection, evolution and interpretation of the financial data. Moreover, financ ia l 

analysis is an important method that examines the balance sheet and the profit and loss account 

by establishing relationship between the items and point outs the financial strengths and 

weaknesses of the firm. The financial ratio analysis is one of the significant tools of the 

financial statement analysis. Financial statements may not be reflecting the real profitabil ity 

and financial health of the firm for investors. Therefore, ratio analysis is the most important 

tool that helps to investors to examine the real performance of the firm (Brigham & Houston, 

2009). T-test can be used to determine the difference between the means of two equations. In 

other words, it helps to understand the changes between two selected data to compare the pre-

and post-differences in terms of performance (Etchegaray, Ottenbacher, Sittig, & McCoy, 

2012). 

 

Korang, R (2012) conducted a research in USA, which was used 100 acquirers between 1998 

and 2011 by using ratio analysis to assess the post-acquisition performance of selected firms. 

The six ratios have mainly used to assess the operating performance and she found that 

profitability ratios such as ROA, gross profit and EBITDA have increased insignificantly after 

acquisitions. Whereas, Fraser and Zhang (2009) analysed 83 acquired banks in USA from 1980 

to 2001 by examining the ROE and ROA. The results show significant differences between 

pre-and post-acquisition periods which were observed between (-0.22% and -2.60%). In other 

words, bank earnings have decreased significantly compared to post-acquisition period. 

 

Fraser and Zang (2009) show an evidence regarding the operating performance changes of 83 

commercial banks in USA during the pre-and post-acquisition periods and they find positive 

evidences about target firm. The evidences demonstrate that cash flow, portability, ROE and 

labour utilisation increased for the target firm during the post-acquisition period, in addition to 

that loan losses remained stable.  
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Conversely, some studies in the USA found that M&As have adverse impact on the 

performance of firms. Mueller (1980) carried out a performance analysis by using ROE and 

ROA as a performance indicator and he found M&As destroy the firm performance 

remarkably. Additionally, Ravenscraft and Scherer (1987) and Dickerson et al (1997) found 

similar results. Ravenscraft and Scherer (1987) examined the 471 firms which engaged in 

M&As between 1950 and 1977 in USA by using different accounting measurements and ratios. 

The findings demonstrated that target and acquirer firms did not benefited in terms of financ ia l 

performance improvements and synergy gains. Also, studies about EU banks Vennet (2002) 

has not observed any enhancement in tangible gains, cost efficiency or ROE except partial 

profit enhancement in the first years of acquisition. Similarly, in the study of DeLong and 

DeYoung (2007), there is no positive impact of M&As on return on equity and return on asset 

for US banks.   

According to post-M&A performance assessments based on ratio analysis of Meeks (1977) in 

the UK, which was included ROA and ROE, he stated that in the year of takeover profitabil ity 

has increased but after five subsequent years’ profitability has decreased. However, Mueller 

(1980) noted that M&As performance results are more mixed when it comes to asset growth. 

Martynova (2008) found positive performance improvement by using cash-flow based 

measurements, while, earning based measurements shown negative performance for mergers.  

 

Furthermore, t-test has used by the substantial number of literatures to examine the pre-and 

post-acquisition performance impact. For example, Sidharth and Sunil (2009) has used t-test 

(paired tow samples for means) in order to compare the pre-and post-acquisition performance 

using financial ratios findings. The study revealed that   55% of the firms reported a significant 

decrease in their performance after acquisition, whereas 29% of the firms reported moderate 

performance improvements. Wilson (2010) has implemented a t-test to compare the ratio 

analysis findings of post-acquisition term and he found that there was not significant 

performance increase on the contrary of ratios analysis. Similarly, Strong (1992) and Weiss 

and Hassett (1986) have implemented t-test to examine the financial performance of the UK 

listed companies during the pre-and post-acquisition. 
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3.3 Ratio Analysis 
Ratio analysis is a kind of financial technique that can be used to measure the relationship s 

among the any components of financial statements (Needles et al. 1996). Ratio analysis also 

refers the proportional analysis of financial figures and statements. Therefore, Sharma, D.S., 

Ho J, (2002) used accounting ratios such as ROA and ROE in order to measure the performance 

of merger and acquisition activities. Moreover, ratio analysis can be used to compare the post-

and pre-acquisition performance of banks.  For this reason, ratio analysis can play a significant 

role to examine the bank’s financial performance with another ones or industry average by 

comparing the results year by year. Lasher (1997) considers that ratio analysis is the most 

appropriate accounting-based method to use for comparison.  

 

3.4 Return on Asset 
Return on assets is the ratio that measures the ability of a firm to generate profit by using its 

total assets over a period of time. The return on asset is also very useful ratio to measure the 

internal performance of firm to know how the firm effective is (Bull, R. 2008). Meeks and 

Meeks (1981) state that ROA is the least sensitive performance measurement when it comes to 

upward and downward estimation bias and it focuses on any changes in leverage and 

bargaining power in a M&A. In other words, ROA is more reliable performance measurements 

compared to ROE because of the leverage estimation. Financial leverage demonstrates how 

much debt(loans) used by banks to acquire additional assets, banks’ ability to meet its financ ia l 

obligations. Additionally, financial leverage also knows as equity ratio that indicates how much 

banks total asset financed by stockholders. It also measures the bankruptcy risk of banks 

(Badreldin 2009).  

 

3.5 Return on Equity 
Return on equity is a ratio that measures the ability of a firm to generate profit by using 

shareholders’ equity. In other words, it demonstrates how a bank is influential when it comes 

to generate earnings growth by using shareholders’ money. There are three important 

advantages of ROE: (Bull, R. 2008). 

 It allows to examine the total returns made by shareholders. 

 It is easy to access from banks’ financial report. 

 It allows to investors to make comparison amongst to other banks or sectors.  

Return on equity has used by the significant number of banks as a performance measurement 

and took place in banks’ strategy statements. However, the reliance of this method mostly 
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questioned, in particularly after the financial crisis, because ROE can be described as a partial 

indicator and it excludes any risk assessments. Moreover, it provides unsustainab le and 

unrealistic values but it has commonly used so far (ECB 2010).  

 

3.6 Net Interest Margin  
The net interest margin can be used to measure the difference between interest revenue and 

interest expense relative the amount of asset and plays significant role to measure the bank 

performance (Demirguc-Kunt and Huizinga, 1999). Moreover, they analysed the determinants 

of bank profit and net interest margin. The findings demonstrated that well-capitalised banks 

are more profitable and have higher net interest margin. The financial systems in the developed 

countries bank profit and net interest margin is not the same in terms of bank and market-based 

systems. In the developed countries banking system, lower profit and net interest margin 

generally observed because of greater competition amongst the banks. Similarly, Abreu and 

Mendes (2001) analysed EU banking system and they found that net interest margin and 

profitability is not the same, net interest margin and profitability have positively affected by 

loan to asset and equity to asset ratios.  

 

3.7 Shareholder’s Equity 
Shareholder’s equity ratio measures proportion of total equity held by shareholders of firm as 

a common and preferred share. It also shows how much shareholders would receive to their 

assets in case of a liquidation (Collins & McKeith, 2010). 

Last two decades, the development of new strategies was often implemented by the significant 

number of banks. The strategies usually were focused to achieve set of strategic goals to 

growth, to expand their markets and to increase profitability. Therefore, in 1990s with 

increasing profitability, shareholder’s equity became an important measurement standard for 

banks (Ayadi, 2007). 

 

3.8 Total Asset 
Total asset ratio can be used to measure growth performance of firm in any component of 

fixed and current assets (Kim & Haleblian, 2011).  The investors can be observed firms’ growth 

by examining the yearly growth of firm’s asset values (Klapper and Love, 2002). The main 

purpose of using total asset ratio for this research is to observe and determine the differences 

between the pre-and post-acquisition period of banks. Thus, total asset performance of the 

chosen bank examined in terms of wealth creation for banks.  



29 | U n i v e r s i t y  o f  H e r t f o r d s h i r e  B u s i n e s s  S c h o o l  

 

 

3.9 T-test Model Specification 
It is clear from literature above that mergers and acquisitions have mixed impact on the 

performance of firms. This study has conducted on the Bank of America and Barclays bank to 

evaluate the impact of acquisitions on the post-acquisitions performance by comparing with 

pre-acquisition term. Caves (1989) and Brunner (2001) used to t-test as an accounting study in 

order to examine the M&A performance by comparing the pre-and post-acquisition terms. The 

study has compared to pre-and post-acquisition of ROA, ROE, NIM, SE and TA. Therefore, t-

test was performed in the wake of ratio analysis to determine the difference in the financ ia l 

ratios of the acquirer firm. Therefore, following hypothesis statements have implemented for 

this study: 

 

𝑡𝑐 =
𝑥̅1 − 𝑥̅2

√𝑠𝑝
2 (

1
𝑛1

+
1
𝑛2

)

                                                             (3.1) 
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                                                                (3.2) 
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2 =

∑(𝑥 − 𝑥̅2)2

𝑛 − 1
                                                                (3.3) 

𝑠𝑝
2 =

(𝑛1 − 1)𝑠1
2 + (𝑛2 − 1)𝑠2

2

𝑛1 + 𝑛2 + 2
                                                 (3.4) 

 

Where: 𝑠2
1& 𝑠2

2 =Variance of the target group and the control group respectively. 
 

𝑥̅1&𝑥̅2= Mean performance of the target group and the control group respectively. 
 

𝑛1&𝑛2= Number of banks in the target group and the control group respectively. 
 

𝑠𝑝
2=Pooled variance of both groups. 

 

𝑡𝑐=t value calculated, 
 

Decision rule: Reject 𝐻0 if 𝑡𝑐   𝑡𝑎 𝑛1+𝑛2-2    
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3.10 Limitations of the Study 
 

The study comparatively examines the pre-and post-acquisition performance of two banks in 

the UK and US. Despite the substantial improvements, some limitations have existed for this 

study. 

 

Firstly, one of the main limitation was about the insufficient studies regarding the bank 

acquisitions during the global recession in the UK and US. Furthermore, existing studies have 

not revealed a clear result regarding the successfulness of acquisitions. As mentioned in the 

literature, findings pointed out two mixed results.  

 

Secondly, the absence of financial data between 2003 and 2012 from external resources has 

been an important limitation for this research, therefore only annual reports have used to carry 

out this research.  
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4.0 Data Presentation and Empirical Analysis 

This chapter has examined and interpreted the BoA and Barclays Plc annual reports for the 10 

years period in order to measure short and long-term acquisition performance. By doing this 

accounting based measures carried out to calculate the financial ratios such as ROA, ROE, 

NIM, SE and TA. Additionally, the financial data has interpreted comparatively between two 

banks and the industry. The presentation of financial ratios and the industry averages have 

shown on the graphs. 

Table 4.1: The acquisition details of BoA and Barclays PLC 

Source: Researcher (2017) 

As mentioned in the literature from the different views there is not a clear evidence regarding 

the successfulness of M&As. According to some literatures M&As have resulted with positive 

and abnormal returns in the short term, while others support that M&As have not resulted with 

a significant gain for acquirer. Therefore, ratio analysis enabled this study to demonstrate the 

10 years impact of acquisitions on the financial performance of banks. Additionally, t-test 

analysis demonstrated the performance differences of banks between pre-and post-acquisit ion 

term.   

Consequently, the study provides a comprehensive insight into the finding which are derived 

as a result of ratio and t-test analysis by linking with empirical evidences and views of various 

assumptions that might have caused a failure or success for the banks. 

 

4.1 The pre-and post-performance evaluation of Bank of America 
As demonstrated in the figure the acquisition of Merrill Lynch by Bank of America took place 

in September 14, 2008. The study has evaluated the pre-and post-acquisition of BoA before 

and after the 2008.  This section analysed the BoA performance by measuring the its 

profitability. Profitability demonstrates the ability of banks to cope with risks and to expand 

their operations. Therefore, traditional accounting measures; ROA and ROE used to assess the 

profitability of BoA. 

 

 

Country Date Acquired Bank Acquirer Bank 

 

USA 

 

UK 

14/9/2008 

 

17/9/ 2008 

 

Merrill Lynch, New York City 

 

Lehman Brothers, New York City 

Bank of America, Charlotte, North 

Carolina 

Barclays PLC 
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Bank of America 

 

Figure 4.1: The ratio analysis of Bank of America. 

 

 

 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

ROA 1%  1%  1%  1%  1%  0%  0%  0%  0%  0%  1%  

ROE 23%  14%  16%  16%  10%  2%  3%  -1%  1%  2%  5%  

NIM 3%  3%  3%  2%  2%  2%  2%  2%  2%  2%  2%  

SE 7%  9%  8%  9%  9%  10%  10%  10%  11%  11%  11%  

Source: Researcher (2017) 

 

Evaluation of Return on Asset 

In the broadest sense, ROA demonstrates how effective BoA is at using its combined assets in 

generating profit after acquisition of Merrill Lynch. The assets of banks mainly occur from its 

loans to businesses, individuals, securities and other organisations. Whereas, liabilities occur 

from deposits, money that it borrows or commercial papers as a result of selling in the money 

market. Accordingly, the usage of this ratio may be more appropriate in some industries than 

in a bank, because there are some industries which are mainly have tied up their money in 

assets such as manufacturing and services industry. However, when ROA is higher than a 

particular percentage for a bank then it may show that bank is not eligible to renew its assets 

for the future. In other words, the bank may not be investing and this may damage long-term 

performance prospects. Therefore, banks mainly aim to have about 1% of ROA. The ratio 
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analysis indicates that Bank of America has continued to sustain its ROA of 0.01 from 2003 to 

2008, however in 2008 the year of acquisition there has been a decrease to 0.002. Actually, 

banks are highly leveraged companies, so 1% of ROA demonstrates a significant profit for 

banks. However, ratio analysis indicates that BoA had difficulties after acquisit ion of Merrill 

Lynch in generating profit from its total combined assets compared to pre-acquisition term. 

Moreover, this insignificant ROA has continued during the four annual years for BoA, but the 

company was able to increase back to its performance of 0.01 in 2013. 

 

Figure 4.2: The industry average of return on assets among the US banks. 

 

Source: Federal Reserve Economic Data (2017) 

 

As figure illustrate that banks had high ROA before 2008 compared to data of BoA because of 

using highly dangerous leverage levels and it also allowed them to trigger tremendous crisis.  

However, it is clear from evidence above that BoA has experienced better ROA than its peers 

in US banking industry. Consequently, data analysis indicates that there has been a decrease in 

the performance of Bank of America after the acquisition of Merrill Lynch in terms of ROA. 

 

Evaluation of Return on Equity 

Despite the appropriate measurements of ROA regarding the bank profitability, equity holders 

mainly take into consideration of how much bank is earning on their equity investments in a 

company. In particular, banks collets deposits from businesses, individuals and organisations 

as can they collect and then loan these deposits out at a higher return. This generates significant 

profits and returns and allows banks to attract more investment from investors. Therefore, this 

ratio shows how effectively BoA is at generating profit from its equity holders’ investments. 

Therefore, ROE plays more important role than ROA for equity holders to calculate their 
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returns for some businesses. Additionally, ROE can be used effectively to evaluate and 

compare similar industries by clearly determining the earning performance. However, ROE 

may not be an appropriate method for comparison of different industries in cross-border deals. 

Whereas, analysts are mainly considered that ROE is ranging from 15% to 20% is favourab le 

for investors to invest in a bank. 

Bank of America had favourable percentage of ROE ratio which was ranging between 23% 

and 10% until the year of 2008. The ROE in 2003 was relatively very high compared to other 

years but it has decreased drastically in 2003 from 0.23 to 0.14 in 2004 but in 2005 it has 

increased slightly to 0.16 and continued in 2006. However, there have been also a considerable 

decrease by 0.06 in 2007.Similarly, it has decreased drastically in the base year of 2008 to 0.02, 

but despite the slightly improvement in 2009 improvement by 0.01, ROE has decreased 

significantly in 2009 from 0.03 to -0.01 in 2010. However, after 2010 there has been a gradual 

increase in 2011 from 0.01 to 0.05 in 2013. Accordingly, BoA has failed to achieve its pre-

acquisitions performance which was recorded between 2003 and 2007. The Bank of America 

has faced a remarkable decrease in its ROE in the year of acquisition of 2008. This Indicated 

that BoA had difficulties to generate adequate profit from the equity holders combined 

investments of Merrill Lynch. Moreover, with the effect of unfavourable portfolio of Merrill 

Lynch ROE has dramatically decreased compared to pre-acquisition term. 

 

Figure 4.3: The industry average of return on equity among the US banks. 

 

Source: Federal Reserve Economic Data (2017) 

 

The figure demonstrates that US banks relatively had favourable ratios between 1990 and 2004. 

Likewise, the study indicates BoA has performed similarly except a few years with its peers in 

the industry. However, it is evident from the post-acquisition performance, BoA has 
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experienced lower ROE after the acquisition of Merrill Lynch. In particularly, after the year of 

2010 the figures have observed below of industry average. This indicates that the acquisit ion 

of Merrill Lynch has resulted as unsuccessfully.  

 

Evaluation of Net Interest Margin 

Net interest margin (NIM) is another commonly used performance measurement tool for banks 

to assess the difference between interest income and interest expenses with regard to their total 

assets. But, there are some factors that can be changed the NIM of banks. For instance, interest 

rates of financial markets can be determined as a result of supply and demand of loanable funds. 

Accordingly, demands for the deposits and loans can change by the implementation of new 

monetary policies and banking regulations. When the demand of savings goes up relative the 

demands of loans, then the net interest margin is likely will decrease.  

Furthermore, the net interest margin can fluctuate dramatically in the small size banks, whereas 

in the large size banks such as Bank of America, it generally indicates a stable view. For 

instance, in the acquisition year of Merrill Lynch, the NIM for the average US bank were 

recorded as 0.03, whereas the ratio analysis demonstrate that BoA has 0.02 NIM in the same 

period compared with its peers and it has continued on a steady basis throughout the next five -

year period. 

The ratio analysis of Bank of America provides positive NIM in the subsequent financial years 

for ten-year period. This can be determined that BoA is making optimal decision. Furthermore, 

there has been minimal changes in the percentage of NIM ratio of the bank and this mostly 

reflects that bank returns generated from investments are more than its interest expenses. 

However, after the 2005 there has been a decrease in NIM of BoA by 0.01. This might be 

linked to deterioration in the interest revenue of the bank. Therefore, BoA has to obtain more 

interest revenue rather than it pays out in order to rise back to its NIM performance in 2005. 

Moreover, in the year of acquisition of Merrill Lynch there has not been a change on the NIM. 

This implies that combined net interest incomes, expenses and assets have not affected to the 

performance of BoA in a positive or negative way. Also, low interest rates might be affected 

the profitability of both banks in terms of interest revenue. Therefore, NIM ratios of Bank of 

America has been around 0.03 and 0.02 throughout the ten-year period. But, BoA may able to 

increase back its interest margin with the increase of interest rates. 
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Figure 4.4: The industry average of net interest margin among the US banks. 

 

Source: Federal Reserve Economic Data (2017) 

 

The average net interest margin for US banks were recoded around 0.03 throughout the 2008. 

However, this was the lowest average NIM ratio before the acquisition of Merrill Lynch in 

more than 5 years. Whereas, the NIM of the Bank of America was measured as 0.02 end of the 

2008. This demonstrates that the average NIM of BoA in the year of acquisition is lower than 

its peers. Overall, The NIM analysis and the industry average prove that there has not been a 

remarkable change in the performance of BoA after the acquisition of Merrill Lynch. Also, it 

is obvious that acquisition has not caused a negative impact on NIM of BoA. 

 

Evaluation of Shareholders’ Equity 

Shareholders’ equity demonstrates how much investors or owners have contributed to the 

company’s operations by buying shares. This also increases the cash flow of the company. The 

percentage of shareholders’ equity of BoA has increased from 0.07 in 2003 to 0.11 in 2013. 

This may imply that, shareholders’ enabled bank to perform actions such as acquisitions of 

Merrill Lynch or for some other operations. Similarly, the ratio analysis also points out that in 

the acquisition year, shareholders’ equity of BoA went up by 0.01. Moreover, after the two 

subsequent years it has increased by 0.01. This might be occurred an increase in the cash flow 

of BoA with the acquisition of Merrill Lynch. 
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4.2 The pre-and post-performance evaluation of Barclays PLC 
 

Barclays PLC 

Figure 4.5: The ratio analysis of Barclays PLC. 

 

 

Source: Researcher (2017) 

 

Evaluation of Return on Asset 

 

The figure demonstrates Barclays has strong ROA in 2003, but in the next four subsequent 

years it was able to maintain its ROA by 0.02 until year of acquisition of Lehman Brothers. 

Nevertheless, the ROA has decreased by 0.01 in the base year of acquisition. In fact, it indicates 

the standard ratio for a bank, however one year after it went down by 0.01 until the 2012. 

Consequently, the analysis indicates that Barclays bank has relatively strong ROA. Although 

the lowest level ROA observed in the acquisition year, it has performed a favourable percentage 

ratio. On the other hand, particularly in 2003 Barclays can be messed with its balance sheet  

because of strong ROA. 

 

 

 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

ROA 3%  2%  2%  2%  2%  1%  2%  2%  2%  1%  2%  

ROE 75%  78%  65%  71%  62%  37%  36%  41%  41%  33%  39%  

NIM 1%  1%  1%  1%  1%  1%  1%  1%  1%  1%  1%  

SE 4%  3%  3%  3%  3%  2%  4%  4%  4%  4%  5%  
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Figure 4.6: The industry average return on assets among the UK banks. 

 

Source: Federal Reserve Economic Data (2017) 

 

The figure reveals that Barclays bank has higher ROA compared to its peers in the UK. 

However, in 2008 minus a rate has observed in the peers of Barclays, whereas it seems that 

with the acquisition of Lehman Brothers it has performed a favourable percentage of ROA. 

But, during the post-acquisition period it has maintained remarkably strong ROA. 

 

Evaluation of Return on Equity 

The analysis indicates a considerable fluctuation in the ROE ratio of Barclays bank from 2003 

to 2013. Nevertheless, it performed far above the standard rates. For instance, the ROE has 

decreased significantly in 2012 from 0.78 recorded in 2004 to 0.33. Moreover, one year after 

and before the acquisition of Lehman Brothers three has been remarkable changes in the ROE. 

In advance of acquisition ROE has measured as 0.62, however in the base years it has dropped 

drastically to 0.37 and continued to decrease insignificantly until 2010. It may has occurred as 

a result of unfavourable financial position of Lehman Brothers.  
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Figure 4.7: The industry average return on equity among the UK banks. 

Source: Federal Reserve Economic Data (2017) 

 

The comparison between industry average and the bank ratios demonstrate that there has been 

a huge difference in ROE. Despite the parallel movements in ROE between Barclays and its 

peers, Barclays has performed far higher than industry average during the pre-and-post 

acquisition term. Nevertheless, the ROE has decreased in the base year of acquisition. 

Evaluation of Net Interest Margin 

According to ratio analysis NIM ratio of Barclays accounted for 0.01 in the year of acquisit ion 

of Lehman Brothers. Additionally, it has showed a constant performance throughout the  

subsequent ten-years period. This indicates that acquisition has not provided a considerable 

impact on the Barclays performance, therefore it was not able to increase its interest revenues.  

 

Figure 4.8: The industry average of net interest margin among the UK banks. 

 

Source: Federal Reserve Economic Data (2017) 
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The figure demonstrates that the net interest margin of the UK banks went up from 2003 to 

2005, then decreased by 0.01 until 2006. Throughout the next 6 years it performed between 

0.02 and 0.01, but after 2012 it decreased under of 0.01. Whereas, after 2008 the bank has 

performed less than its peers despite the takeover of Lehman Brothers. Overall, this acquisit ion 

did not affect interest revenue performance of Barclays in a positive manner.  

 

Evaluation of Shareholders’ Equity 

The ratio analysis indicates that during the pre-acquisition of Lehman Brothers, Barclays 

generally performed around 0.03 NIM, However, the shareholders’ equity of Barclays has 

decreased to 0.02 from 0.03 in the end of 2008. Then, in 2009 it increased to 0.04 until the 

2012. Consequently, the acquisition of Lehman Brothers can be caused a decrease in the cash 

flow of Barclays in 2008. 

 

4.3 The comparative evaluation of Band of America and Barclays PLC 
Figure 4. 9: The comparison of Return on Assets 

 

Source: Researcher (2017) 

 

The statistical data in figure 9 demonstrates the decreasing trend in ROA for both banks from 

2003 to 2013. Additionally, Barclays and BoA have witnessed a decrease in their ROAs in the 

acquisition year of 2008. The average ROA of Barclays bank during the 5 pre-acquisition years 

were recorded by 0.02, however post-acquisition average accounted for 0.01. Similarly, BoA 

has seen a lower trend in ROA compared to Barclays bank. The average figures during the pre-

acquisition was recorded 0.01, whereas post-acquisition figures accounted for 0.002. 
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Figure 4.10:  The comparison of Return on Equity 

 

Source: Researcher (2017) 

The comparative figure 10 for two banks indicates a decreasing trend during the period of 2003 

to 2013. Furthermore, both banks have witnessed a decrease in their ROEs in their acquisit ion 

year. But, Barclays has seen a sharp decrease by 0.41 compared to BoA’s 0.10. 

The pre-acquisition average of Barclays during the 5 years was about 0.70, however, post-

acquisition average was recorded by 0.38. Similarly, BoA has witnessed a decrease trend in 

its ROE. The while the pre-acquisition average was about 0.15, post-acquisition accounted 

for 0.02. 

                               

Figure 4.11: The comparison of Net Interest Margin 

 

Source: Researcher (2017) 
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The data observed in figure 11 determines a slight decline in NIM for two banks from 2003 to 

2013.In the acquisition year, BoA and Barclays have witnessed a different trend. While, BoA 

performs an increase, Barclays has seen a decrease.  The pre-and-post acquisition average of 

Barclays was about 0.01 and the difference was insignificant. Similarly, BoA has witnessed 

insignificant difference by 0.02 in its pre-and-post acquisition NIM trend.  

 

Figure 4.12: The comparison of Shareholders’ Equity 

 

 

 

Source: Researcher (2017) 

 

The figure 12 indicates an increase for two banks on the contrary of other ratios from 2003 to 

2013. Moreover, this trend has observed in the acquisition year.  The pre-acquisition average 

of Barclays was recorded as 0.03, whereas it has increased to 0.04 for the post-acquisit ion 

period. Likewise, BoA has strengthened its Shareholders’ equity after acquisition activity. 

While the pre-acquisition average ratio was 0.08 during the post-acquisition, but it increased 

to 0.10. 

 

4.4. The Empirical Discussion of Ratio Analysis 
 

The ratio analysis proposes to judge the financial performance of BoA and Barclays bank over 

a period of ten years (2003-2013). The performance of these banks has been evaluated and 

interpreted in terms of profitability by using different ratios such as ROA, ROE and NIM. The 
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outcomes indicate that BoA and Barclays have witnessed a downturn performance in terms of 

ROA and ROE as a result of acquisition activity in 2008. Whereas, a moderate increase has 

recorded in the both banks’ Shareholders Equity. On the other hand, NIM has been stable for 

two banks over the ten years’ period.  

 

The outcomes demonstrate a consistency with the substantial number of literatures. For 

instance, Fraser and Zhang (2009) and DeLong and DeYoung (2007) found a significant 

difference between pre-and post-acquisition performance of return equity. Similarly, Mueller 

(1980) witnessed a destructive impact of acquisitions on the performance of ROE. Moreover, 

Ravenscraft and Scherer (1987) and Dickerson et al (1997) found negative impact of 

acquisition on the financial performance of acquirer firms. Also, Vennet (2002) found that 

acquisition has not positive impact on ROA and ROE except moderate enhancement in net 

interest margin and shareholders’ equity. Likewise, Martynova (2008) found positive 

performance improvement in shareholders’ equity. Similarly, the shareholders’ equity of BoA 

went up and this might be linked to support of its shareholders to carry out the acquisit ion 

activity in boosting the investments. 

 

Similarly, Barclays banks has recorded a slightly increase trend in return on equity for the 

short-term period but, in the long-term there has been a decrease. Thus, Barclays shows a 

consistent result with Tuch and O’ Sullivan (2007). They witnessed an efficiency gain in the 

short-term performance on ROE, but after three years later they recorded negative gains. This 

might be linked to synergy gains, however in the long-term a downward trend was recorded 

(Hodgkinson and Partington, 2008). Furthermore, with the impact of financial crisis financ ia l 

regulators have put pressure on banks to decrease risky investments to reduce the detrimenta l 

impact of crisis. Therefore, banks went some changes in their risk understandings.  Akhavein 

et al. (1997) argue that short-term improvements mostly generated from revenue increase and 

risk diversification. They also underlined the relationship between risk-diversification and 

profit efficiency. Therefore, it is clear the evidence from annual reports, Barclays has recorded 

a profit increase during the subsequent three years in the wake of acquisition. On the other 

hand, study of DeYoung (1997) revealed that 61% of insolvent bank acquisitions resulted with 

cost efficiencies. The acquisition of Lehman Brothers (solvent) supports this view in terms of 

cost and profit efficiency, because Barclays banks has generated a cost efficiency in the short-

term performance of Barclays. However, the decrease in interest expenses did not reflect to the 
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NIM performance of bank. Similarly, the increase of net income during the subsequent three 

years did not generate adequate increase in ROE.  

 

Bank of America could not perform well as it records ROA of 0.01 during the five-cumulat ive 

year period before the acquisition and 0.002 during post-acquisition period. Moreover, in the 

year 2008, BoA has acquired Merrill Lynch which means that the assets of BoA have increased 

significantly but the profits have decreased in line with these assets due to which the ROA has 

dropped. Whereas, Barclays has experienced an insignificant decrease in its ROA during the 5 

cumulative post-acquisition periods. In 2008, with the acquisition of Lehman Brothers there 

has been a considerable increase in total assets of Barclays, however, the downward trend in 

profitability pulled down the ROA. In other words, the acquisition has affected the profitabil ity 

adversely.  

The ROE plays an important role for investors because it also shows how effectively the Bank 

of America and Barclays management uses the investors’ money. The assets of BOA and 

Barclays were might be financed by some form of liabilities which could be loans or issuing 

loan notes to be able to perform the acquisition activities. However, the net income for BoA 

and Barclays for 2008 dropped which could be a result of debt-laden portfolios of acquired 

banks. Therefore, there has been a sharp decrease in ROE of BoA and Barclays. The highes t 

decline was observed in Barclays by 0.32, whereas the Bank of America’s decrease accounted 

for 0.14 during the five cumulative post-acquisition years. Thus, BoA and Barclays could be 

evaluated as an unhealthy company from the investors point of view. 

 

From what has been explored above, it is evident that BoA and Barclays have experienced 

downtrend trends in terms of profitability during the post-acquisition term. Arguably, the 

profitability ratios are the key factors for investors to evaluate the successfulness of M&As. 

After the detailed financial analysis, findings have revealed a clear picture with regard to 

successfulness of acquisitions. Overall, ratio analysis indicates that mergers and acquisitions 

have destroyed the bank profitability in the short and long-term compared to pre-acquisit ion 

term.  

 

4.5 T-test analysis and Discussions 
The comparative performance has analysed with the help of paired sample t-test. The paired 

sample t-test has used to evaluate the changes in pre-and post-acquisition performance in BoA 

and Barclays bank. 
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4.5.1 Hypotheses Statements 
 

- Testing the significant difference between pre-and post-acquisition Return on Assets. 

H0 (Null Hypothesis): There is no significant difference between pre-and post-

acquisition Return on Assets. 

H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Return on Assets. 

- Testing the significant difference between pre-and post-acquisition Return on Equity. 

H0 (Null Hypothesis): There is no significant difference between pre-and post-

acquisition Return on Equity. 

H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Return on Equity. 

- Testing the significant difference between pre-and post-acquisition Net Interest 

Margin. 

H0 (Null Hypothesis): There is no significant difference between pre-and post-

acquisition Net Interest Margin. 

H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Net Interest Margin. 

- Testing the significant difference between pre-and post-acquisition Shareholders’ 

Equity. 

H0 (Null Hypothesis): There is no significant difference between pre-and post-

acquisition Shareholders’ Equity. 

H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Shareholders’ Equity. 

- Testing the significant difference between pre-and post-acquisition Total Assets. 

H0 (Null Hypothesis): There is no significant difference between pre-and post-

acquisition Total Assets. 

H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Total Assets. 
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4.5.2 T-test Data Analysis of Bank of America 
 

Table 4.2: Mean and standard deviation of pre-and post- acquisition ratios of Bank of 
America. 

  Mean Std. Deviation P-Value T-Value 

ROA Pre 

Post 

0.013 

0.002 

0.002 

0.002 

0.000 2.306 

ROE Pre 

Post 

0.158 

0.018 

0.045 

0.022 

0.001 2.447 

NIM Pre 

Post 

0.025 

0.021 

0.003 

0.002 

0.059 2.447 

SE Pre 

Post 

0.082 

0.106 

0.011 

0.004 

0.006 2.571 

 

TA Pre 

Post 

0.046 

0.045 

0.005 

0.006 

0.949 2.306 

 

The t-test findings of the Bank of America have separately listed in table 3 to illustrates the 

changes in financial ratios and values during pre-and post-acquisition term. In the wake of a 

ratios analysis, the financial and accounting performance of Bank of America has been 

computed with the help of Microsoft Excel to measure the differences in performance and it 

has been compared on the basis of ROA, ROE, NIM, SE and TA during the pre-and post-

acquisition term. 

 

It has been shown that there has been a reduction in the mean of return on assets from 0.013 to 

0.002 and P-value of Bank of America recorded 0.000. This indicates that P-value (0.000) < 

0.05, therefore the mean of return on assets of BoA has decreased after acquisition of Merrill 

Lynch so performance deteriorated in the post-acquisition term.  

 

-H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Return on Assets. 

 

The results of paired t-test also demonstrate that there has been a considerable decrease in the 

mean of return on equity of BoA from 0.158 to 0.018, therefore H0 has rejected because P-

value (0.001) < 0.05, therefore the value of this mean paired t-test indicates a significant 

performance decrease in ROE after acquisition.  

 

-H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Return on Equity. 

The mean value of net interest margin of Bank of America has decreased insignificantly from 

0.003 to 0.002, therefore it reveals that there has not been a deterioration in the net interest 
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margin of bank with the acquisition of Merrill Lynch. Moreover, P-value (0.059) > 0.05, 

therefore it can be determined that acquisition has not impacted the performance of BoA in 

terms of net interest margin and H0 hypothesis has not rejected. 

 

-H0 (Null Hypothesis): There is no significant difference between pre-and post-acquisition Net 

Interest Margin. 

 

The mean value of Shareholders’ equity has increased slightly from 0.082 to 0.106. This 

indicates an improvement in Shareholders’ equity of BoA in the wake of acquisition activity.  

Additionally, the evaluation of P-value demonstrated that there has been an upward impact of 

acquisition activity on the performance of BoA. The P-value was 0.006 < 0.05, therefore, H0 

hypothesis has rejected.   

 

-H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Shareholders’ Equity. 

 

Lastly, the mean ratios of Total assets of BoA has decreased insignificantly from 0.046 to 

0.045. Additionally, P-value of BoA supports the mean ratio and it indicates that there has not 

been an adverse impact of acquisition on the performance of the bank. The p-value (0.949) > 

0.05, thus it can be indicated bank has not performed a downward trend during post-acquisit ion 

period and H0 hypothesis has not rejected. 

 

-H0 (Null Hypothesis): There is no significant difference between pre-and post-acquisit ion 

Total Assets. 

 

4.5.3 T-test Data Analysis of Barclays PLC 
 

Table 4.3: Mean and standard deviation of pre-and post- acquisition ratios of Barclays PLC. 
  Mean Std. Deviation P-Value T-Value 

ROA Pre 

Post 

0.021 

0.017 

0.005 

0.002 

0.115 2.571 

ROE Pre 

Post 

0.701 

0.380 

0.067 

0.034 

0.000 2.447 

NIM Pre 

Post 

0.011 

0.008 

0.003 

0.000 

0.156 2.776 

SE Pre 

Post 

0.030 

0.043 

0.005 

0.003 

0.001 2.365 

 

TA Pre 

Post 

0.018 

0.021 

0.008 

0.002 

0.591 2.571 
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Table 3 demonstrates the paired t-test findings values on the impact of financial performance 

for the Barclays bank. The mean value of return on assets for Barclays bank has seen a slight 

reduction from 0.0021 to 0.0017 between pre-and post-acquisition term. Therefore, p-value 

of banks recorded relatively and accounted for 0.115. This indicates that there has not been a 

significant change in return on asset performance of the bank after acquisition of Lehman 

Brothers because p-value (0.115) > 0.05. Therefore, H0 hypothesis has accepted. 

 

-H0 (Null Hypothesis): There is no significant difference between pre-and post-acquisit ion 

Return on Assets. 

 

The findings demonstrate that return on equity has seen a sharp decrease in the mean value of 

Barclays bank from 0.701 to 0.380.  The mean value indicates a negative change in the 

performance of BoA after acquisition. It refers that there has been an almost 50% drop in the 

performance with Lehman Brothers. Moreover, the p-value of (0.000) < 0.05, thus it can be 

evaluated that there has been a crucial change in the return on equity performance of banks. 

Therefore, H0 hypothesis has rejected. 

 

-H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Return on Equity. 

 

The mean value of net interest margin of Barclays bank has witnessed a slight decrease from 

0.011 to 0.008. It implies that there has not been a significant performance reduction in the net 

interest margin with the acquisition. Additionally, p-value (0.156) > 0.05, it is therefore a 

slightly negative change in NIM has not deteriorated the performance of bank significantly. 

Thus, H0 hypothesis has accepted. 

 

-H0 (Null Hypothesis): There is no significant difference between pre-and post-acquisit ion 

Return on Assets. 

 

The table 3 indicates that there has been a remarkable increase in the mean of shareholders ’ 

equity from 0.030 to 0.043. This emphasises that Barclays bank has witnessed a significant 

improvement in its shareholders’ equity by acquiring Lehman Brothers. Accordingly, p-value 
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indicated an insignificant value and accounted for 0.001< 0.05. Therefore, H0 hypothesis has 

rejected.  

-H1 (Alternative Hypothesis): There is a significant difference between pre- and post-

acquisition Shareholders’ Equity. 

 

The mean of total assets also has witnessed an upward trend during the post-acquisition term 

of Barclays bank. The mean has increased slightly from 0.018 to 0.021it is therefore, Barclays 

has improvement its total assets performance in the wake of acquisition. Additionally, p-value 

of the bank also supports the mean ratio and it proves an improvement in performance. The p-

value of bank accounted for 0.591 > 0.05, thus it can be evaluated that the acquisition has been 

successful in terms of total assets. 

-H0 (Null Hypothesis): There is no significant difference between pre-and post-acquisit ion 

Total Assets. 

 

From what has been explored above, it is evident that there are differences in absolute terms of 

values. The majority of findings which has obtained from t-test demonstrate that there has been 

a downward trend in the performance of Bank of America and Barclays bank. The biggest drop 

has observed from the finding of return on equity. These drops for Bank of America accounted 

for around 14% and for Barclays accounted for 32%. These two banks have closely related 

each other in terms of acquisition performance. The fact that findings from the ratio analysis 

demonstrated similar results with t-test. The performance of post-acquisition term has 

decreased remarkable compared to pre-acquisition term. Both bank have witnessed a simila r 

trend in their performance. The study also demonstrated that mergers and acquisitions have 

resulted a decline in profitability in the long term.  The decline in profitability can be attributed 

to the acquisition activities because, utilisation of total assets by acquiring firms might not be 

provided a higher operating profit. It has been identified that positive t-value refers some 

problems regarding the expenses, sales, labour-related costs, general and administrat ion 

expenses. 

 

For Bank of America it is obvious from the evidences above that Bank of America’s 

performance has been deteriorated with the acquisition of Merrill Lynch. The findings of t-test 

demonstrate that significant parameters of profitability have showed a downward trend such as 

ROA, ROE, NIM and TA. In particularly, there has been a remarkable decrease in the mean of 

ROE. Moreover, there has been significant differences in the ROA, ROE and SE with regard 
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to p-value, therefore H1 has accepted, which means that there have been significant differences 

among the pre-and post-acquisition performance of Bank of America. On the other hand, the 

standard deviations of ROE, NIM and SE has decreased with the impact of acquisition. The 

biggest decline recorded in ROE from 0.045 to 0.022, however the standard deviation of NIM 

and SE has decreased slightly. Arguably, the decline of standard deviation demonstrates a less 

volatility for a bank. Therefore, this might be an advantage for the post-acquisition term for 

Bank of America because falling trend in standard deviation might be helped to bank to 

diminish the risk in its operations.  

 

For Barclays Bank, findings revealed that it has not performed well in terms of return on assets 

but at an insignificant level. However, in respect of return on equity, the performance has been 

sharp decreased after the acquisition of Lehman Brothers. These reductions imply that there 

are some important factors that have not carefully considered by the Barclays bank with the 

acquisition of Lehman Brothers.  These factors might be linked to poor execution of acquisit ion 

process, global financial crisis and general downtrend in financial industry. Additionally, the 

standard deviations of the all ratios has witnessed a reduction after the acquisition. Similar ly, 

the biggest drop was recorded in return on equity.  

 

As mentioned for the Bank of America, standard deviation has played a key role to measure 

the risk of the banks. Therefore, it can be observed from the t-test analysis above that the 

volatility of Barclays bank has significantly decreased as a result of acquisition. This points 

out that Barclays bank has diminished its risky operations after acquisition and that might be 

an advantage for the future operations after the challenged acquisition process. Overall, t-test 

confirms that the acquisitions have resulted in performance decrease for the selected banks 

during the post-acquisition term. 
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5.0 Conclusion  

This study has explored the bank M&As in the UK and US in terms of successfulness in the 

short and long-term periods by implementing ratio and t-test analysis. The study was carried 

out using existing literatures regarding the performance on the bank mergers and acquisitions. 

However, the majority of the existing literatures have depicted an unclear picture for the 

successfulness of deals. Therefore, the objective of this study was to reveal a clear picture 

regarding the financial performance of Bank of America and Barclays bank in the short and 

long-term. In order to achieve this, the research firstly has carried out a ratio analysis to 

determine the performance of banks in the short and long-term. Afterwards, the findings that 

has obtained as a result of ratio analysis computed in Microsoft Excel by carrying out a t-test 

in order to determine the performance differences between pre-and post-acquisitions.  

 

The empirical evidences from ratio analysis have been demonstrated that Bank of America and 

Barclays bank witnessed a significant decline in their financial performance. The financial ratio 

analysis indicated that in the five cumulative years in the wake of acquisition, there has been a 

slight decline in ROA of 1% and NIM of less than 1% of Bank of America. However, the 

biggest drop has recorded in ROE of 13%. Whereas, shareholders’ equity has witnessed a 

slightly upward trend about 2%. On the other hand, the empirical analysis of Barclays bank has 

revealed a slight decline in ROA of 1%. The NIM has been stable during the five cumulat ive 

years and SE has been slight increase around 1%. However, there has been a drastic decrease 

in ROE of 34%. It has been shown that acquisition has an adverse impact on the financ ia l 

performance of banks during the five-cumulative year in respect to accounting approach. 

Moreover, the findings have revealed a consistency with Chatterjee and Meeks (1996), Sharma 

and Ho (2002) and Ravenscraft and Scherer (1989) they also found an adverse impact of M&As 

in post-acquisition performance. 

 

Additionally, the t-test has comparatively analysed the differences between pre-acquisition and 

post-acquisition and findings revealed a significant consistency with the ratio analysis. The 

mean values of Bank of America and Barclays bank indicated a downward trend except 

shareholders’ equity. Accordingly, there has been a significant difference between pre- and 

post-acquisition performance of banks as a result of hypothesis findings. The findings of t-test 

demonstrated that financial performance has been deteriorated for the post-acquisition term 

compared to pre-acquisition term. The analyses have matched with the results of Sidharth and 
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Sunil (2009), Wilson (2010), Strong (1992) and Weiss and Hassett (1986). They argue the pre-

and post-acquisition terms to determine the changes in financial performance of firms and they 

found that with the acquisition there has been a significant decline in the profitabil ity 

performance of the firms.  

 

Overall, it has been derived from the evidences above that mergers and acquisitions in the UK 

and US banks have failed in terms of performance improvement. The combined findings from 

ratio analysis and t-test consistently proved that Bank of America and Barclays bank have 

witnessed a significant deterioration in their financial performance. The results have matched 

with the studies of Haynes & Thompson (1999). 

 

5.1 Recommendations 
It is clear from evidence above that there is a negative relationship between acquisitions and 

financial performance of Bank of America and Barclays bank. It has been argued that various 

factors might have been affected the financial performance adversely in the wake of an 

acquisition activity. This study has provided an insight picture which involved in M&As 

activity in the UK and US bank to consider the use of acquisition activity as a strategic objective 

to achieve financial gains. It can be recommended that stakeholder and shareholders should 

prudently consider the possible impact of acquisition activity on the performance of banks. 

According to ECB (2000) data, there has been a significant decline in the number of banks 

because of M&As. In particularly, the majority of managers have been invested in risky 

investments because of higher risk and higher gain and it has triggered a detrimental global 

crisis across the world. Therefore, the significant number of larger banks have decided to 

acquire solvent banks by paying lower value to expand their assets and market shares.  

However, they have faced the problematic portfolios of solvent or less-performing banks. For 

instance, the empirical analysis has revealed that solvent bank of Lehman Brothers affected the 

financial performance of Barclays adversely and caused a significant decline in profitability. 

Therefore, banks should have been considered to focus on less risky and profitable targets 

rather than solvent and poor-performed banks.  

 

Moreover, it can be observed from the financial reports of the acquirer banks, they have 

absorbed the acquired banks with high gearing ratio and Merrill Lynch and Lehman Brothers 

were illiquid banks. Thus, acquisition of these banks caused a reduction in financ ia l 

performance, therefore larger banks should merge with each other in order to achieve expected 
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financial gains from an acquisition activity. Overall, alternative corporate strategies and 

reforms should be considered by financial regulators to guide entire financial systems in order 

to maintain sustainable and competitive strategies in domestic and international markets. Thus, 

banks can avoid themselves from risky and unprofitable acquisitions.  Furthermore, external 

and internal audit should be carried out by the banks on a regular basis. Thus, bank can detect 

their problematic issues in advance of a strategic actions such as mergers and acquisitions.  
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6.0 Personal Reflection 

To write an applied project has been a long and challenging journey for me. However, aims 

and objectives of this research have been accomplished properly as a result of hardworking 

process. The research has evaluated the financial impact of mergers and acquisitions on the 

performance of chosen bank. The main objective of this research was to understand why firm 

are involving in mergers and acquisitions. Therefore, a deeply research has been done for this 

applied in order to examine the potential impact of mergers and acquisitions. However, the 

significant number of existing literatures indicated that there was not clear picture to judge  

successfulness of mergers and acquisitions. According to, I have decided to work in this field 

but, there was also another culprit for me. The financial crisis took place during the 2008 and 

this was making my prior investigations a bit questionable because, there was a general 

downward in all sectors across the world. 

 

Firstly, methodology was another culprit for me because I could not decide how I will reflect 

my findings to my applied project. Therefore, I had to determine an appropriate method in 

order to carry out my research properly. In the light of methodological approach, I have 

decided to use Mixed Method analysis in my applied project. Because, mixed method was 

combining the qualitative data and quantitative data into a single study, therefore I thought 

that it was fit for my research. However, I was not thinking to apply primary research, 

therefore I have met with my supervisor to get a useful idea regarding my methodology part. 

Accordingly, my supervisor Dr Edna Stan-Maduka advise me to use quantitative method. 

Because, quantitative method approach was based on secondary data.  

 

Secondly, there have been a lot of changes in my database after the submission of proposal. 

Therefore, initial developments have not taken place on my proposal. I have developed a 

database of 2 banks to comparatively examine the financial performance in the UK and US. 

However, there were a lot of researches that have been done regarding M&As and they were 

using different kinds of methods to evaluate the financial performance. This makes me 

confused but with the help of my supervisor I have also dealt with this culprit and I have 

chosen ratio analysis to evaluate the short-run and long-run performance of banks. 

Thirdly, in the wake of ratio analysis I had to choose a statistical test to continue my research, 

but choosing a statistical test also was a challenging process for me because it had to be fit my 

purpose in this research. The samples of researches were using different kinds of statistica l 
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tests such as regression, descriptive, correlation and t-test. Therefore, I have decided to 

implement a two-paired t-test analysis to compare the pre-and post-acquisition financ ia l 

performance of banks by using the ratio analysis findings. Arguably, t-test was an appropriate 

analysis after ratio analysis to maintain a consistent research. 

Consequently, English not being my first language was one of the major obstacles that I faced 

during the time I was writing my dissertation, but I took it as a challenge and work harder to 

improve my vocabulary and grammar. Overall, it was quite a ride for me but, in the end I would 

say that the dissertation has well equipped me with critical and analytical skills and it will 

influence my life for quite a long time. 
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8.0 Appendices 

The Ratio Analysis Findings 
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T-test Findings of Bank of America 
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Proposal for Applied Project 

 

1. Applied Project Topic 

 
A Comparative Performance Analysis of the UK and US Bank M&As using Financial Reports  

 

2. Background 

 
There have been considerable changes over the past 40 years in the global banking industry 

because of globalisation, consolidation, regulation and financial crisis (Rao‐Nicholson, & 
Salaber, 2016). For decades’ globalisation rose significantly across the world and that caused 
national and multinational corporates. For many reasons corporations engaged in an M&A 

activity but three common reasons mainly used for efficiency improvements, resource 
acquisition and market expansion (World Investment Report, 1998). Mergers and 

acquisitions is a corporate strategy in various respects dealing with the buying, selling, 
combining and dividing of similar and different companies in order to grow efficiently in a 
field or a sector (Gaughan, 2010). Similarly, Jensen and Ruback (1983) state that M&A 

important for an efficient financial capital market because it enables to provide appropriate 
environment to change the control of a corporate resources. Most recently, the global 

financial crisis has affected the market shares of banks across the world, in US banks have 
failed and banks from gulf countries, Asia and Latin America have acquired financial 

institutions in western countries (Rao‐Nicholson, & Salaber, 2016). The crisis has begun 
beginning in December 2007, after that followed by the UK (Billings & Capie, 2011). The 
researches have demonstrated that financial crises have a significant impact on bank 

concentration in terms of M&A activity (Beltratti & Stulz, 2012; Mihai Yiannaki, 2013). 
 

3. Aims and Objectives 

 

3.1. Research Questions 

- How far does financial reports allow us to judge whether M&A activity is successful 

in the UK and USA banks? 
- What are the causes and consequences of banking crisis in terms of M&As? 
- What are the effectiveness of accounting and market based measures in examining the 

performance of M&As. 
 

3.2. Aim 

- To evaluate the successfulness of M&As using financial reports by gauging the 

performance of three banks in the UK and USA after financial crisis. 
3.3. Objectives 

- To examine the causes and consequences of banking crisis in terms of M&As. 

- To analyse the financial performance of Bank of America, Lloyds TBS and Barclays 
by using financial ratios such as profitability ratios, liquidity ratios and financial 

leverage ratios.  

http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0016
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0012
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0047
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- To analyse the market performance of BoA, Lloyds TBS and Barclays by using 
market based measures after M&A activity. 

- To examine the income statements of the chosen banks by using accounting based 
measures such as ROA, ROE, ROI and NIM. 

- To compare the performance of pre-M&As and post-M&As in terms of acquirer and 
target banks. 

 
3.4 Deliverables 

 

The research aims to analyse the successfulness of M&A activities after the great recession. 
The crisis has adversely affected notable financial institutions worldwide. Hence, the 

significant number of major banks in the UK and USA went M&A activities for a number of 
reasons. This research intends to assess the performance of BoA, Lloyds TBS and Barclays 
after M&A activities. By doing this, financial reports will be analysed in assessing the 

successfulness of M&A activities for these banks. Moreover, Ratio analysis and accounting 
based measures will play a significant role to find out remarkable outcomes in terms of 

M&As.  
 

4. Literature Review 

 

Researches state that banking crisis in specific countries and regions have often concluded 
with a national or international level M&A activity (Berger, DeYoung, Genay, & 
Udell, 2000; Soussa, 2004). For instance, in the early 1990s, there have been substantial 

M&As activities as a result of Scandinavian banking crisis (Sigurjonsson & Mixa, 2011). The 
banking crisis that has started between 2007 and 2008 was a systemic problem for the entire 

financial institutions and mainly banks was under a serious threat across the world 
(Schwartz, 1987). The banking crisis has demonstrated critical signs of financial distress; 
therefore, governments have taken important measures against the crisis as bail-out programs 

and policy interventions (Beck, Demirgüç-Kunt, & Levine, 2006; Beltratti & Stulz, 2009; 
Laeven & Valencia, 2010, 2013). The acquisition of Bear Stearns by JPMorgan Chase in 
March 2008 and the failure of Lehman Brothers caused a global banking crisis (Bao, Olson, 

& Yuan, 2011).  Moreover, EU counties have also faced with a debt crisis and structural 
weaknesses in their banking sector (Arezki, Candelon, & Sy, 2011). 

 
In response to the crisis, financial regulators have intervened to the market and arranged fire 

sales for a substantial number of major banks (Rao‐Nicholson, & Salaber, 2016). 
Additionally, some banks have arranged fire sales for themselves (Beltratti & Stulz, 2012; 
Mihai Yiannaki, 2013). Between 2004 and 2009, there have been a considerable decline in 

the number of USA banks from 8,000 to 7,000 (Brean, Kryzanowski, & Roberts, 2011). The 
M&A of the Bank of America and Merrill Lynch for $50 billion was one of the largest 

activity and BBVA acquired to Compass Bancshares for $9.87 billion in 2007 (Rao‐
Nicholson, & Salaber, 2016). Similarly, Lloyds TBS agreed on a 12£ billion takeovers for 

HBOS to save the country’s largest mortgage lender from a confidence crisis (Financial 
Times, 2008).  The amid the one of the worst financial crisis Barclays agreed a $1.75 billion 
deal to buy the investment bank of Lehman Brothers (Teather, Clark and Treanor, 2008). 

 
Hannan and Pilloff (2006) take a different view to analyse the features of acquired banks 

and they add that ineffective banks have often been a target of cost-efficient banks. 

http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0013
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0059
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0057
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0056
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0009
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0011
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0040
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0041
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0004
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0003
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0012
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0047
http://onlinelibrary.wiley.com/doi/10.1002/tie.21731/full#tie21731-bib-0018
https://link.springer.com/article/10.1007/s10693-009-0066-7#CR106
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Aftermath the financial crisis, banks with capital over $10 billion were reluctant for merger 
activities, whereas 90 per cent of the bank mergers were 1,500 with the capital less than $1 

billion (Micu, A & Micu, I, 2016). Micu, A & Micu (2016) also add that the successfulness 
of the mergers activities has decreased by 25 per cent in 2009, however the number of 

successful mergers never had been under the failures.  
 
DeYoung et al (2009) point out that business-related causes and opportunities were one of the 

important merger factor for banks to increase the total value of their individual structures. 
Dargenidou et al. (2016) suggest that M&A creates synergy and value for companies. 

Researches on bank mergers during the 1990s in USA demonstrated that according to merger 
accounting rules, there has been significant cost reductions for banks (Kwan and Wilcox, 
2002). Knapp et al. (2006) point out that bank mergers between 1987 and 1988 have 

resulted with substantial profit gains for USA banks up to five years post-mergers. 
Similarly, Cornett et al. (2006) state that large mergers in banking industry generates 

revenue efficiency improvements. Whereas, The comparison of USA and EU bank M&As 
between 1996 and 2004 demonstrated that desired revenue generation have not been provided 
by bank (Hagendorff and Keasey, 2009). Morover, the overall success rate of M&A is 

about 50% (Forbes, 2012). M&A is failing because banks cannot adopt new reporting 
requirements, rules and regulations (Murphy, 2010). 

 

5. Motivation 

 
Through the substantial researches that have been done so far there are still some gaps to 
judge the successfulness of M&As. In particularly, the literature review demonstrates that 

there are some remarkable issues to determine the real success of M&As after financial 
crisis. The lack of actual and adequate information and some inconsistencies between the 

views unable to carry out a certain judgement of M&As. Therefore, this research intends to 
address the current issues regarding M&As, then it will provide appropriate assessments by 
using financial reports of BoA, Lloyds TBS and Barclays in terms of post-M&As.    

 

6. Research Methodology 

 
The mixed method approach will be the main methodology for this applied project. This 

research will mainly focus on accounting based measures and market based measures in 
order to assess the success of M&As of the BoA, Lloyds TBS and Barclays. In order to 

collect these information financial reports of the banks will be analysed over the period of 5 
years. By doing this, qualitative and qualitative method will be combined to analyse 
accounting based measures (ROA, ROE, ROI and NIM) and market based measures (market 

to book value and market return). Accounting standards determine that qualitative disclosures 
and quantitative measurements are the significant parts of an analysis (Davis-Friday & 

Skaife, 2009).  In light of accounting based methods and market based methods, the success 
of M&As of BoA, Lloyds TBS and Barclays will be analysed. The following M&As will be 
examined in the UK and USA: M&A activity of Merrill Lynch and BoA in 2008, HBOS was 

acquired by Lloyds TBS in 2008 and Lehman Brothers was acquired by Barclays in 2008. 
The financial reports of Merrill Lynch and BoA will we analysed for both banks, on the 

https://link.springer.com/article/10.1007/s10693-009-0066-7#CR138
https://link.springer.com/article/10.1007/s10693-009-0066-7#CR133
https://link.springer.com/article/10.1007/s10693-009-0066-7#CR57
https://link.springer.com/article/10.1007/s10693-009-0066-7#CR104
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contrary, only acquired companies’ (Lloyds TBS and Barclays) financial reports and 
performance will be analysed. 

 
6.1 Data Collection and Sampling 

 
Data will be covered on yearly time periods after financial crisis over 5 years. Financial 
reports of the banks will be acquired from their own annual reports and LSE, NYSE in order 

to do quantitative analysis. On the other hand, actual academic journals, financial reports and 
books (Financial Times, Online Library) will be analysed for qualitative analysis. By doing 

this, secondary data best suited to carry out this project because it is more accessible than 
primary data. 
 

6.2 Horizontal Analysis 

 

This analysis will examine the financial statements by comparison financial ratios or line 
items of the BoA, Lloyds TBS and Barclays over a five years’ period of time. Additionally, 
this analysis will be used to determine how a bank has grown after M&A over 5 years’ in a 

comparative way with other banks. By doing this analysis, the following ratios will be carried 
out:  

- Debt Ratio 
- Debt / Equity Ratio 

- Acid-Test Ratio 
- Interest Coverage 
- Working Capital 

 
Furthermore, balance sheets and income statements will be analysed through horizontal 

analysis to make a comparison between the years. 
 

7.0 Appropriateness for MSc Accounting and Financial Management  

 

This project is appropriate for MSc Accounting and Financial Management because the 
analysis of accounting based measures, market based measures and ratio analysis are totally 
fit for this programme. This program enables to research project to implement these financial 

theories on financial statements of the chosen banks to examine the success of M&As. 
Moreover, the project requires to have good understanding and critically analysis of the 

financial findings which are obtained from different sources in a researcher manner. Then, it 
requires a critically examination of financial statements and findings in order to make a 
judgement regarding the success of M&As. Consequently, this programme allows a 

researcher to carry out this applied project properly. 
 

8. Competence for this Project 

 

The adequate competencies have been acquired from the lecturers of MSc Accounting and 
Financial Management. These lecturers are appropriate to undertake this project through the 

substantial information. For instance, assignments regarding Finance and Accounting were 
crucial to learn the ways of analysis of theories, financial statements and ratios. In particular, 

http://www.investopedia.com/terms/d/debtratio.asp
http://www.investopedia.com/terms/d/debtequityratio.asp
http://www.investopedia.com/terms/a/acidtest.asp
http://www.investopedia.com/terms/i/interestcoverageratio.asp
http://www.investopedia.com/terms/w/workingcapital.asp
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the preparation of a detailed report for a case study was very important to critically examine 
the ratio analysis of the chosen company. Moreover, the report was carrying out a horizontal 

analysis of balance sheet and income statement. Furthermore, Professional and Research 
Skills for Financial Managers has helped in terms of methodology and research skills to carry 

out this project appropriately.  

 

9. Gantt Chart 

The following Gantt chart will help me to actualise my objectives regarding this research. 

The project will be carried out over a period of 6 months. 
 

 

 

10. Conclusion 

 

The main objective of this proposal is to demonstrate how far does M&A activity allow us to 
judge the successfulness of chosen banks in the UK and USA after global financial crisis by 

using financial reports. The preliminary researches demonstrate that financial reports have 
considerable impact on the evaluation of M&As. However, there are still remarkable gaps 

that limits the research to make a definite examination. However, further researches will be 
provided more detailed information for this area. 
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