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Abstract 
This study examined the pre and post financial performance of Stanbic IBTC Bank Plc. involved in merger in 2007 

using two financial performance indicators (profit after tax, return on equity) to ascertain if there was any 

significant improvement post-merger. Due to the fact that Stanbic IBTC merger was not coerced by the regulatory 

authorities, we classify their combination as ‘voluntary’. The secondary data for the study were obtained from the 

bank’s annual reports. Her seven years pre (t-7) and seven years post (t+7) financial performance was analyzed 

and compared using paired sample t-test. The results of this study evince that whereas the return on equity 

significantly improved post-merger, the profit after tax of the bank deteriorated though insignificantly. This study 

therefore recommend that well-articulated business combination strategies are exceedingly crucial if it must yield 

the highest benefits from the transactions.  
 

Keywords: mergers, acquisitions, financial performance, return on equity, profit after tax 

1.0    Introduction 

Business combinations may occur either by two or more firms merging together, resulting in an entirely new firm, or 

by a firm acquiring another firm where the acquired firm is absorbed into the acquiree‟s firm. Acquisitions and 

mergers (A&Ms) are the most common means of business combinations and have assumed a significant role in the 

external growth of a number of outstanding companies globally (Pandey, 2010). In today‟s global, competitive 

environment, acquisitions and mergers are sometimes the only means for long-term survival. A&Ms have proven to 

be a significant and increasingly popular means for the attainment of corporate diversity and growth (Afsaneh & Ali, 

1988). Acquisition and mergers have become a conventional distress resolution alternative embraced in many 

nations (NDIC, 2016). Acquisitions and mergers are often driven by regulatory, economic and financial 

considerations. In extant literature, there are several strategic and logical explanations for acquisitions and mergers 

(A&M) which includes synergy, growth, competitive advantage, risk diversification, improvement in the 

performance of the company, removal of excess capacity, growth acceleration, skills acquisition and technology, 

monopoly gains, vertical integration, economies of scope and scale, achievement of greater efficiency, risk 

reduction, liquidity, industry visibility, increment in market share, managers‟ personal incentives, tax considerations, 

profit maximization and cost minimization. Every merger motive has a way of affecting the firms involved. 

However, the underlying principle behind all acquisitions and mergers (A&M) is synergy i.e. 1+1>2. Successful 

business combinations largely depends on the realization of this synergy, otherwise, the companies involved are 

worse off.  

 
All the successful A&Ms have a specific, well thought-out logic behind the strategic move. The overall net effect of 

A&M transactions appears to be positive as almost all studies report that A&M creates economic value. However, 

expected synergy values may not be realized, therefore, the business combination is regarded a failure. Acquisitions 

and mergers can be exciting for organizations, but ought to be done very well to create value as it dictates the 

fortunes of the involved companies several years to come. In other words, the effectiveness of this strategy depends 

upon thorough planning and careful execution (Jemison & Sitkin, 1986). The incentives that propel mergers can be 

defective and efficiencies arising out of economies of scale may prove elusive. In as much as there are pitfalls, there 

are opportunities too, and thus requires careful considerations and evaluation for the deal makers and deal owner(s). 

Haeruddin (2017) contend that acquisition and merger implementation brings advantages and several disadvantages 

too. Acquisitions and mergers do not automatically lead to bigger companies, higher profit or efficiency (Ajogwu, 

2011). A&M deals can result in losses and redundancies as statistics show that over fifty percent of financial 

services A&M do not succeed (Financial Services Report, 2011). Therefore, benefits and gains to both merged, 

acquiring and acquired firms out of acquisitions and mergers depend on extensive planning and a careful 

implementation.  

 

http://www.investopedia.com/terms/e/economiesofscale.asp
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Some of the reasons for failures of mergers include overpayment to target company, flawed intentions, culture clash, 

over-estimated synergies, integration difficulties, divergent philosophies, managerial problems, poor business fit, 

social differences, poorly managed integration, incomplete and inadequate due diligence, high leverage, overly 

optimistic forecast. No other event is more difficult, challenging, or chaotic as an acquisition or merger, yet, it is a 

very profitable strategy to remain afloat in a business environment that is competitive. Several factors to be 

examined in acquisitions and mergers include; company culture, goodwill, location, age of assets, patent right, new 

dividend policy after merger, share exchange ratio, post-merger administration of the firm, staff welfare 

implications, tax implication, contract employment of key management staff, accounting treatment, valuation 

consideration, form of consideration, attitude of the target firm‟s shareholders and attitude of the predictor 

company‟s shareholders.  

 

The success of A&Ms depends on how realistic the deal makers are and how well they can integrate the companies 

concerned while maintaining day-to-day operations. A key measure of the success of an M&A is to determine if the 

value of the acquiree or the dominant entity in a merger has been improved following the combination exercise 

(NDIC, 2016). Regulators can drive mergers and acquisitions by modifying industry essentials (e.g. impediments to 

entry, statutory capital requirements, operational issues). Market forces drive A&M activities in the developed 

economies while A&M activities in developing countries is as a result of regulatory intervention (Awdeh and El-

Moussawi, 2011; Gelos and Roldos, 2004; Shih, 2003). They further stated that regulatory authorities stimulate and 

at times, compel banks to consolidate in order to reduce systemic risk and minify the costs associated with bank 

failures. The most notable A&M deals in Nigeria occurred in the financial services and banking sector resulting 

from regulatory interventions and policy by the CBN i.e. „forced‟.  However, subsequent A&Ms majorly driven by 

expansion, growth and diversification without intervention or compulsion by CBN is categorized as „voluntary‟ 

A&M. From the foregoing, this study intends to analyze the „voluntary‟ A&M by Stanbic IBTC bank which 

occurred in 2007 to ascertain whether their shareholders‟ wealth and profitability improved following the merger 

deal. 
 
 

2.1   Theoretical Framework 
There are diverse economic theories for business combinations. Sang (2010) classified the business combinations 

theories into value creating and non-value-creating theories.  Lubatkin (1983) and Trautwein (1990) lists seven 

business combinations theories. These include efficiency theory, monopoly theory, empire-building theory, 

valuation theory, process theory, raider theory and economic disturbance theory. Other theories include theory of 

corporate control (Weston, Mitchell, & Mulherin, 2004), theory of managerial discretion (Jensen, 1986), theory of 

managerial hubris (Roll, 1986). In spite of the myriad of these theories extant empirical investigations established an 

insufficient evidence advocating for any specific merger theory (Sang, 2010). Most researchers accede to the 

evidence that merger deals are instigated by a variegated sequence of motives, and no singular rationale can 

represent the entire explanation (Steiner, 1975; Ravenscraft & Scherer, 1987). However, the most prevailing A&M 

theory is efficiency theory. 
 

2.1.1   Theory of Efficiency  
This hypothesis asserts that mergers will just happen when they are relied upon to create enough feasible synergies 

to make the transaction advantageous to the parties involved. It is the symmetric anticipation of benefits which 

brings about a well-disposed merger being proposed and acknowledged. The hypothesis predicts the generation of 

value with positive proceeds to entities involved. According to Naudé, Heyns, Bester, Puig, and Tucker (2002) 

synergy occurs when at least two firms working together generates greater value than they would by working 

independently. Synergy theory expects that “something is really out there” which enables the merged entity to create 

shareholders value. Mathematically, synergy is expressed as 2+2 > 4. 
 

2.1.2  Theory of Empire Building  
This theory is centered on the concept of power and its synonymous effects. This hypothesis points out that mergers 

and acquisitions are originated and executed by managers who amplify their personal interests rather than their 

investors' value subject to imperatives put upon them by the capital market. This approach has its roots in the 

original study on the division of control and possession in the corporation (Berle and Gardiner, 1933).  Ravenscraft 

and Frederick (1987); Rhoades (1983) and Black (1989) resolved that empire-building play some part in merger 

decisions.  

 

2.2   Conceptual Framework 
 

In the corporate domain, acquisitions and mergers (A&M) serve as a prevailing growth tool adopted by firms to 

increase revenue, profitability and achieve long-run growth (Sherman & Hart, 2006). Acquisitions or mergers are 
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usually schemes that are thoughtfully designed to produce a synergistic effect (Akinsulire, 2003). Acquisition or 

merger is regarded as an essential driver of corporate performance and avenue by which firms react to a dynamic 

business environment (Yena and Andre, 2007; Bruner, 2004).   

 

In a broad sense, M&As mean a number of different transactions ranging from the purchase and sales of 

undertakings, concentration between undertakings, cooperation, combinations and joint ventures to the institution of 

companies, change of legal form, corporate succession/ensuring the businesses‟ independence, management buy-out 

and buy-in, initial public offerings and even restructuring (Picot, 2002) cited in NDIC (2016). This definition is 

complex, hence, we will employ a narrow definition of the concepts. Straub (2007) alludes A&M as the part of 

business tactics, management and finance that deals with the purchasing, offering, and the combination of another 

organization that can help, fund, or aid a growing organization in a particular sector to grow quickly without 

creating another business element. A merger arise when some companies consign their assets and ventures to 

another company (or to one of them) and in exchange, their shareholders obtain shares in the transferee firm 

(Okonkwo, 2004).  

 

Merger is a business union of no less than two organizations where the resulting firm maintains the identity of the 

dominating firm in the merger scheme of arrangement (Omojefe & Opia, 2010). According to CBN (2005), merger 

is the combination of the undertakings of some banks whereby either; one of the merging banks absorbs other 

bank(s) or, all the merging banks combine to form a new bank, and in both instances, the obligations and rights of 

all merging banks pass to the successor bank and the rest banks are simultaneously dissolved. Takeover is a 

reorganization process involving the purchase of majority shares of one or more target bank(s) by another bank 

(acquiring bank) who takes over the obligations and rights of the target bank(s) while the acquired bank(s) ceases to 

exist (CBN, 2005). Acquisition or merger is not an impromptu activity, hence, it involves a prepared approach 

driven by clear-cut objectives and spear headed by a well-established team. 

 
A merger deal can be described as either hostile or friendly. A friendly merger is one in which the board negotiates 

and accepts an offer while in a hostile merger, the board of the target firm attempts to preclude the merger offer 

from being successful. Mergers are often classified as horizontal, vertical, or conglomerate mergers. A horizontal 

merger is a combination of no less than two firms in comparable kind of production, dissemination or scope of 

business i.e. competitors. Vertical merger is a combination of no less than two firms involved in diverse phases of 

production or distribution. A conglomerate merger is the combination of no less than two firms involved in 

unconnected lines of business activity. Mergers can occur either by absorption or by consolidation. Merger by 

absorption is a combination of no less than two organizations into a current organization where all organizations 

with the exception of one lose their existence. Then again, merger by consolidation is a combination of no less than 

two organizations into another organization and a different business venture is set up as all organizations are 

lawfully disintegrated. An A&M deal can be executed either by way of cash transaction, stock for stock transaction 

or a blend of both. 

 

2.3   Empirical Review  
 

In literature, some empirical studies conducted in diverse nations on the impact of A&M deals on the corporate 

performance have shown that acquisitions and mergers are capable of having a significant impact while others 

confirm that A&M exhibits negative effects, thus yielding conflicting results. By employing some financial and 

operational ratios, some researches established that A&M deals have favourable impact on performance of firms 

while others conclude that M&A deals have unfavourable impact on business performance. Muhammad, 

Muhammad, Muhammad and Waseem (2014) examines the impact of acquisitions and mergers on Pakistani banks‟ 

performance using financial ratios like profitability ratios (ROE, ROA), ratios of liquidity (ATD, CTA, DTA), ratios 

of investment (EPS, ROI) and ratios of solvency (IC, DR, DE). The outcomes of their study demonstrate that A&M 

have adverse association with banks‟ performance in Pakistan. Ahmed and Christian (2009) examines the 

performance of Egyptian banks that participated in acquisitions or mergers between 2002 and 2007. Their findings 

show that not every bank involved in A&M recorded significant enhancement on return on equity and performance 

compared to their pre-A&M performance. They were able to show that business combinations fail to significantly 

improve the Egyptian banks‟ profitability. Khurram (2014) studies the impact of business combinations on post-

merger financial performance (absolute & relative) of non-financial companies in Pakistan using 16 selected firms 

registered on the Karachi Stock Exchange for the duration 2000-2009. Three ratios which includes earning per 

share, return on equity and assets were employed to evaluate the post- merger financial performances. The study 

employed paired sample t-test to investigate whether relative performance improved following the business 
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combinations. The outcome of this investigation show that that both relative and absolute performance on generally 

degenerated following the business combinations at significant level.  

Mahesh and Daddikar (2012) examined the financial efficiency of Indian airline companies after the combination in 

Aviation sector in 2007/2008 peculiarly as regards liquidity, leverage, profitability, and capital market benchmarks. 

Using paired sample t-test to estimate the notable discrepancies in the financial performance benchmarks two-year 

pre and two-year post-merger activity, the findings of this investigation show that the surviving company‟s dividend 

per share, net profit margin, interest coverage, return on equity and profit per share post-A&M by no means 

improved. Ayako, Musyoki and Murungi (2015) examines the post-merger performance (ROA & ROE) of 

commercial banks listed in the Nairobi Securities exchange for the period 2001-2014 using both trend and paired t-

test analysis. The outcomes of the trend analysis reveal that the return on assets and return on equity declined 

beneath industry benchmark in the initial three years, but increased thereafter. Hence, they submit that mergers boost 

the banks‟ worth only in the long run. Nevertheless, the outcome of the paired t-tests further reveal that merged 

commercial banks do not outperform Kenya‟s banking sector. Tajalli and Amir (2014) assesses the impact of 

business combinations on ten selected Pakistani banks using six financial ratios (debt to equity ratio, profit after tax, 

deposit to equity ratio, EPS, return on equity and asset) for the duration 2007-2010. Three year pre-merger and three 

year post-merger data were estimated using paired sample t-test in SPSS. The conclusion of the analysis show that 

only ROE is significantly affected by the business combinations while other ratios have not improved post-merger. 

 

Smita and Pushpender (2014) examined the long term implications of business combinations (BC) on the financial 

performance (Net Profit margin, operating Profit margin, return on equity and capital employed, dividend per share, 

earnings per share, capital adequacy ratio) of three leading banks in India from 2000-2013. By comparing the prior 

and post-merger financial performance, their findings allude that to some extent A&Ms has been fruitful in Indian 

banking sector. Malak (2013) examines the impact of acquisitions and mergers on the profitability and efficiency of 

Egyptian banks by using Data Envelopment Analysis (DEA) to measure managerial efficiency and by traditional 

financial measures to capture variations in profitability and financial performance. By comparing the pre 

consolidation period (2000-2003) and post consolidation period (2007-2010), their outcomes demonstrate that 

whereas consolidation had a favourable impact on managerial efficiency, banks‟ capitalization and risk 

administration exercises, the banks‟ intermediation function and banks‟ profitability remained weak. Oduro and 

Agyei (2013) examines the effects of acquisitions and mergers on the performance of listed Ghanaian firms for the 

duration 1999-2010. To achieve this, the study employed univariate analysis with t-test in addition to panel data 

approach for the assessment. The univariate analysis indicate decreasing profitability post-merger for every firm 

while the t-test indicate significant difference in profitability pre & post-merger. The indication from panel approach 

signals that A&M has significant adverse impact on firms‟ profitability.  

 

Surjit (2002) compares the pre and post-buyout performance for 20 selected acquiring companies between 1997 and 

2000 using eight financial ratios, thru a 3-year pre and post- merger period. By employing t-test in data analysis, the 

study revealed that both efficiency and profitability of the targeted companies reduced post-buyout.  Dionysios and 

Thanasis (2016) considers post-A&M performance (profitability and enterprise value) of corporations in the 

maritime transport sector that participated in business combinations for the period 1998-2009. Their findings 

portend a deterioration in the profitability of the buying firm and there were no statistical significant proof that the 

enterprise worth of the acquirer increased between pre and post- merger interval. Simon (2015) analyzes the impact 

of A&M on the performance of the acquirer using a t-test to test the divergence between the average pre-and post-

buyout performance indicators using the buyout of Mobil Oil Ghana by Total Petroleum Ghana Limited as case 

study. The outcomes portend that whereas acquisition is not profit maximizing, it is growth and shareowner worth 

maximizing. Eunice and Ernest (2014) examines the impact of merger on the pre and post profitability and financial 

performance of the buying firms for the duration 1999 to 2009. The outcomes of the analysis portend a universal 

plunging trend in profitability after the buyout. However, ratios of liquidity ratios improved for the period the post-

buyout period but nose-dived in the last two years post-buyout. More so, dividend and earnings per share enhanced 

uninterruptedly excluding one year, where it plummeted slightly.  

 

Kalra (2013) studies the impact of A&M on liquidity, profitability, operational performance and leverage of sample 

of 47 merged/acquirer companies registered in Indian Stock Exchange during April 1, 2008-March 31, 2009 using 

ratio analysis and t-test.  The financial ratios employed in this analysis include quick and current ratio,  net profit 

ratio, gross profit ratio, return on assets, return on capital employed, debtors turnover ratio, fixed assets turnover 

ratio, total assets turnover ratio, interest coverage ratio and debt equity ratio. The research established that there is a 

significant performance in the financial leverage, liquidity, profitability and operating performance for a few 

merged/acquirer firms. Hence, A&Ms in Indian corporate firms all through April 2008-March 2009 have had 
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adverse impact on their profitability in most instances. Ismail, Abdou and Annis (2010) studies the impact of A&M  

on firms‟ corporate performance using selected Egyptian companies for the duration 1996-2005 in the technology  

and construction sectors. The results of the research portend that A&M in the construction sector is instrumental in 

ameliorating the firms‟ profitability whereas no improvements were noticed for companies in the technology sector. 

On the side of both sectors, A&M did not improve cash flow positions, efficiency, solvency and liquidity.  Ooghe, 

Laere and Larghe (2006) empirically examines the post-buyout financial performance of 143 Belgian buying firms 

between 1992 and 1994 using statistical analysis of industry-adjusted variables. Their findings portend that the 

profitability, the solvency and liquidity of most of the fused companies decline post-buyout. They therefore 

established that buying firms‟ financial performance appear not to improve in the post-buyout interval.  

 

Gupta and Banerjee (2017) examines the impact of A&M on the financial performance (liquidity and profitability 

position) of chosen acquirer firms across India. The three years pre and post- merger financial performance of 

chosen companies in seven different industries that have undergone A&M for the duration 2006-2012 were 

analyzed. By using paired t-test, they find no improvement in the financial performance of acquirer companies post-

merger, rather, the post-merger liquidity and profitability indicators of selected firms deteriorated. Sufian and Majid 

(2007) studied the merger‟s impact on the performances of the banking sector of Singapore using every bank that 

experienced A&Ms for the period 1998-2004. Using Data Envelop Analysis (DEA) and Tobit regression to assess 

the significance of the deals, the outcomes allude that bank profitability has a significant favourable impact on the 

efficiency of banks whereas inferior loan quality has a significant adverse impact on the performance of banks. 

Ahmed and Ahmed (2014) examines the effect of business combinations on financial performance of Pakistani 

acquiring banks using eleven selected banks involved in business combinations for the duration 2006-2010. By 

analyzing the three years prior and post-financial and accounting ratios of sample banks using paired sample t-test 

statistics and Data Envelopment Analysis in SPSS, the outcomes of this research demonstrate that the financial 

performance (profitability, leverage, liquidity) of acquiring Pakistani banks insignificantly improved in the post- 

merger interval. Additionally, they stated that the assets value of the chosen banks significantly deteriorated.  

 

Rhoades (1993) evaluates the significance of banking sector mergers on profitability and cost efficiency of both the 

domestic and cross border mergers using 33 chosen banks. The outcomes of the evaluation revealed that majority of 

the local mergers greatly enhanced the cost efficiency and barely improved profit efficiency while minimal 

improvement was noticed in profitability. Nevertheless, no improvement in the cost efficiency of mergers across-

borders. Rehana and Irum (2011) analyses the effects of merger on profitability of selected commercial banks 

quoted on Karachi Stock Exchange involved in A&M deals between 1999 and 2010 using six diverse financial 

ratios. By employing paired t-test to analyze their data, the outcome demonstrate that the operating & financial 

performance of every chosen banks nose-dived post-merger. Korir (2006) examines the impact of mergers on the 

financial performance of companies listed on Nairobi Stock Exchange (NSE) from 1994-2005. To achieve this 

twenty (ten merged and ten un-merged) selected companies out of forty eight companies registered on Nairobi Stock 

Exchange were chosen for this study. The measures of performance ratios (turnover, volume, market capitalization 

and profit) were analyzed using paired t-test procedure in SPSS in order to contrast the two means (pre and post-

merger). The outcomes of the analysis demonstrates improvement in performance (turnover, market capitalization, 

profitability and volume) of chosen firms post-merger. Mishra and Chandra (2010) analyzes the impact of A&M on 

the financial performance of pharmaceutical establishments in India from 2000-01 to 2007- 08. By employing panel 

data assessment techniques, the results of the analysis indicates that A&M fails to significantly impact the firms‟ 

profitability in the long run plausibly attributed to the resultant X-inefficiency and entrance of extra firms to the 

marketplace.   

 

Tamragundi and Devarajappan (2016) investigates the impact of mergers on the performance (financial, physical, 

share price) of selected Indian commercial banks. The data of six (6) commercial banks in India that participated in 

mergers (public vs. private sector, private sector vs. private sector) between 2004 and 2008 were estimated using 

standard deviation, mean and t-test. Their study established that merger is a valuable strategy for expanding 

operations, serving larger customer base, increasing liquidity, profitability and efficiency. Kumar (2013) studies the 

impact of consolidation on different efficiency and profitability parameters of banks. In an attempt to contrast the 

prior and post-merger performance of Bharat Overseas Bank and Indian Overseas Bank, different parameters of 

efficiency like Profit Per employee, Business Per Employee, Interest Income, advances and investment, earning on 

assets, NPAs etc. were employed. This analysis proved that there is improvement in every banks‟ efficiency and 

profitability parameters post-merger. Pramod and Vidyadhar (2008) investigates the impact of mergers on the 

operational performance of acquiring firms in dissimilar sectors in India for the duration 1991-2003. Their findings 

indicate minimal difference in the operational performance following post- merger in diverse industries in India. 
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Basically, mergers appear to have had a marginally clear-cut impact on the profitability of firms in the banking and 

financial sector whereas the electrical equipment, textiles and pharmaceuticals sectors experienced a slight adverse 

impact on operational performance (in the areas of profitability and returns on investment. Furthermore, significant 

deterioration was noticed in Agri-Products and chemical sectors both in the areas of profitability margins and returns 

on investment and assets.  

 

Gwaya and Mungai (2015) examines the impact of bank combinations (BCs) on the financial performance of 

fourteen (14) Kenyan banks for the period 2000-2014. The collected data using questionnaire was examined 

utilizing SPSS where the co-efficient of correlation obtained was employed to establish the kind of association 

between the explanatory and dependent variables. Their study demonstrate that the business combinations raised the 

shareholders‟ value of merged/acquiring Kenyan banks. Rashid and Nazia (2017) analyzed the impact of mergers on 

the financial performance of corporations in Pakistan for the period 1995–2012. The generated data was estimated 

utilizing Ordinary Least Squares (OLS) and empirical Bayesian estimation methods. The outcomes of the OLS 

regression imply that the merger exercise have an insignificant impact on the liquidity, profitability, liquidity and 

leverage position of the firms while that of the estimates demonstrate that the merger deals have a negative and 

statistically significant impact on quick ratio of merged/acquirer firms. Kemal (2011) analyzes the post-merger 

financial performance of Royal Bank of Scotland for the duration 2006 to 2009 using twenty essential ratios. The 

results of the analysis portend that the financial performance of RBS pre-merger in the areas of liquidity, 

profitability, assets administration, cash flows and leverage were better than the post-merger financial performance 

of the bank. Neha (2015) studies the impact of merger on the financial and operational performance of 

pharmaceutical establishments in India by assessing several financial ratios of some of the establishments registered 

on the BSE for the period 2000-2006. Using paired sample t-test, the results of the analysis suggests a favourable 

impact of merger on the profitability of firms involved in acquisition after a short time (t+1 year interval). However, 

this impact was not sustained (t+3, t+5 year interval) post-merger.  

 

Abdulazeez and Yahaya (2016) investigated the effect of A&M on the financial performance of four selected 

commercial banks in Nigeria within 2002-2008 using returns on assets and equities as indicators of financial 

performance. The secondary data generated from the preferred banks‟ annual reports and accounts were analyzed 

via t-test statistics. Their findings infer that business combinations improved the financial performances of Nigerian 

banks. Hassan and Aminu (2015) analyzes the impact of 2004/2005 Nigerian banking sector‟s business 

combinations on banks‟ equity returns. They compared the pre and post mean ROE ratios of the consolidated banks 

with that of the unconsolidated banks using paired sample t-statistics and independent sample t-statistics. The 

outcomes of their analysis show insignificant improvement in the ROE ratios of the banks. Kazeem (2013) 

investigates the impacts of merger on the performance of Nigerian deposit money banks between 2000 and 2009. 

Using panel data ordinary least squares approach, their results show that merger generated synergy as illustrated by 

the statistically significant proliferating post-merger financial performance. Ahmed, John and Ahmad (2015) 

examines the effects of business combinations on profitability and earnings per share of selected merged deposit 

money banks in Nigeria apropos of two (2) merged banks (Standard Trust Bank Plc and United Bank for Africa Plc; 

Lion bank and Diamond bank) and two (2) acquired banks (Universal Trust Bank and Union Bank; Marina Bank 

Ltd and Access Bank Plc). The secondary pre- and post-merger data collected for the duration 2001-2011 were 

analyzed using independent sample t-test and Simple regression analysis. The outcomes of the five years pre-merger 

and six years post-merger show a significant improvement in profits of the preferred banks just after the mergers.  

  

Olagunju and Obademi (2012) examines the significance of Nigerian commercial banks‟ combinations on their 

profitability and other accompanying criteria of performance. The data were assessed using „simple percentage and 

tables‟. Thereafter, the hypotheses were tested employing correlation co-efficient (r
2
) and t-test. The outcome of the 

research demonstrated a significant association between pre and post-combination capital base of commercial banks 

and level of profitability, there is significant difference between pre and post-merger acquisition earnings per shares. 

The business combinations have also increased the capitalization of commercial banks with evidences of changes in 

company‟s share ownership, increase in the cost of services and changes in bank lending rates. Oloyede and 

Sulaiman (2013) analyzes the post restructuring performance of firms in the Nigerian financial and real sector by 

comparing the post restructuring performance of both sectors to check if their performances varies. Ten preferred 

quoted banks represent the financial sector while four firms in the oil and gas industry represent the real sector 

within 2000-2011 interval. Three years pre and post-restructuring ratios for the selected firms were analyzed using t-

test. Their outcomes demonstrate that whereas restructuring significantly improved the performance (liquidity, 

solvency and profitability) of the real sector firms, the post-restructuring performance of the financial sector did not 

significantly improve. 
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Sulaiman (2012) assesses whether restructuring improve firms‟ performance using selected merged firms in 

Nigeria‟s energy sector quoted on the Nigerian Stock Exchange. Comparisons were made between the mean of 3-

years pre-restructuring and 3-years post-restructuring financial ratios, while exempting the year of restructuring. 

Using financial ratio analysis and paired t-test, the study reveals that restructuring has significant effects on 

profitability, liquidity and solvency of the firms. Anyanwu, and Agwor (2015) examines the impact of business 

combinations on the performance of 35 preferred manufacturing firms in Nigeria. Primary data were assembled via 

questionnaire and analyzed descriptively using simple percentages. The findings of their study formed the opinion 

that business combinations greatly affect manufacturing firms‟ performance with regard to profitability. Also, 

increase in capital when companies merge together, leads to upsurge in profit because large capitals increase the 

business potentials. Skilled manpower leads to upsurge in per share dividend. Also, business combinations increased 

the competitive edge of the preferred firms which increased sales performance. Odetayo, Sajuyigbe & Olowe (2013) 

examines the impact of merger on the profitability of some selected Nigerian banks (United Bank for Africa and 

Access bank) for the period 2005-2012. Using multiple regressions analysis, the outcome of their research 

demonstrated that merger insignificantly changed the profitability of the chosen banks post-merger.  

 

Umoren and Olokoyo (2007) evaluates the impact of consolidation on performance (profitability, liquidity and 

solvency) of 13 mega banks in Nigeria four years after the consolidation exercise. To achieve this, the performance 

ratio of sample banks were analyzed using descriptive analysis and correlation analysis. The results of the study 

show that on average, bank consolidation resulted into improved performance. Oloye and Osuma (2015) examines 

the impacts of mergers and acquisitions on commercial banks‟ performance in Nigeria. This study employed 

shareholders‟ funds and profit after tax of the selected banks as proxies to measure the financial efficiency of the 

banks in both pre and post consolidation eras in Nigeria. Data of two banks were collected analyzed using 

correlation and regression. The results of the study revealed that A&M is an effective means of ensuring the stability 

and profitability of the banking sector, and that corporate restructuring has affected the capital adequacy of 

commercial banks positively. Akinbuli and Kelilume (2013) examines the effects of acquisitions and mergers on the 

efficiency, growth and profitability of corporate organizations which have undergone a merger or an acquisition 

process. A sample of ten incorporated banks were selected using simple random sampling technique. By analyzing 

the data on the key financial ratios, the results of the study suggest that business combinations are not a prima facie 

solution to the problem of financial distress in corporate organizations. The study further revealed that in as much as 

business combinations can drive growth and profitability in some organizations, operating efficiency suffers at least 

in the short-term in the post-acquisition and merger corporate entity.  

 

3.0   Methodology 
For the purpose of this study, the seven years (2000-2006) pre-merger return on equity and profit after tax will be 

compared with the seven years (2008-2014) post-merger return on equity and profit after tax for Stanbic IBTC 

involved in merger in 2007 is considered. The year in which the business combination occurred is excluded. The 

required secondary data was assembled from the published audited annual reports of the sample banks obtainable 

from the Nigerian Stock Exchange (NSE).  

 

3.1   Model Specification 
The model for this study is a t-test model and it is specified as follows; 
 

Y=β0 + β1X(Dummy) + Ɛt ……………………………..…………………… (1) 
 

Equation 1 is further re-specified below to capture our variables of interest as follows; 
 

PAT = λ0 + λ1MGR+ Ɛt …………………………………………………..… (2) 

ROE = α0 + α1MGR+ Ɛt ………………………………………………….… (3) 
 

Where; 
 

MGR = Merger (pre and post) 

PAT = Profit After Tax 

ROE = Return on Equity 

λ0, α0, = Constants 

λ1, α1, = Parameters to be estimated 

 

   is the classical white noise disturbance term i.e.     ∼      (0,   ) 
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   ∼      (0,   ) = Error term follow normal, identical, independent distribution around zero mean and constant 

variance. 

 

Note: MGR as a dummy variable = 1 if the observation is pre-M&A; 0 if otherwise. 

 
 

3.2   Method of Data Analysis 
 

This study investigates if any significant difference exists in Stanbic IBTC Plc‟s financial performance pre and post-

merger. This is to ascertain whether the financial performance of the bank improved significantly due to the merger. 

Therefore, this study is a test involving sample differences, hence, t-test is appropriate. T-test is a one-factor analysis 

because it involves one nominal factor (DUM1) which is the explanatory variable for the changes in the continuous 

dependent variable. If DUM (dummy) has three or more levels (categories) of measurement, then it is a one-way 

ANOVA. On the contrary, if DUM has two levels of measurement, t-test can be employed. In our case, since DUM 

has two categories (pre and post-A&M), we naturally adopt the t-test. Specifically, paired sample t-test or dependent 

t-statistics with the aid of SPSS is used.  

 
Paired sample t-test is a statistical method used to contrast two related population means supposing there are two 

samples in which observations in one sample can be paired with observations in the alternative sample i.e. consist of 

a sample of matched pairs of similar units. This test is used in „before-after‟ studies and when the samples are 

dependent; that is, when there is only one sample measured twice or when there are two samples matched or paired 

resulting in pairs of observations. The paired samples t-test in SPSS statistics determines whether means differ from 

one another under two conditions. In other words, it tests the null hypothesis that the mean difference between two 

sets of observations is zero. To this end, paired sample statistics and paired sample t-test are conducted at the 

confidence level of 0.05 to ascertain if there is a substantial improvement in the selected financial performance 

indicators of Stanbic IBTC Plc. post-merger. 

 
 

4.1   Data Presentation 
 

Table 1: A table showing information on the sample banks Return on equity and Profit after tax for the 

period 2000-2014.  

YEAR BANK ROE (%) PAT (₦’M) 

2000 Stanbic IBTC 18.75 949,786 

2001 Stanbic IBTC 18.01 908,402 

2002 Stanbic IBTC 17.43 (375,241) 

2003 Stanbic IBTC 14.15 (338,204) 

2004 Stanbic IBTC 18.30 (302,145) 

2005 Stanbic IBTC 21.00 2,358,155 

2006 Stanbic IBTC 58.90 4,124,020 

2007 Stanbic IBTC 42.90 4,124 

2008 Stanbic IBTC 46.60 5,363 

2009 Stanbic IBTC 39.20 6,942 

2010 Stanbic IBTC 57.40 9,214 

2011 Stanbic IBTC 40.80 6,258 

2012 Stanbic IBTC 48.50 1,053 

2013 Stanbic IBTC 83.10 8,332 

2014 Stanbic IBTC 64.40 13,136 

Source: Annual reports for various years, Nigerian Stock Exchange (NSE) 
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4.2   Results and Discussion 

Table 2: Paired Samples Statistics 

Paired Samples Statistics 

 Mean N Std. Deviation Std. Error Mean 

Pair 1 
Pre-merger Profit After Tax 1046396.14 7 1682140.935 635789.512 

Post-merger Profit After Tax 7185.43 7 3712.284 1403.112 

Pair 2 
Pre-merger Return on Equity 23.71 7 15.703 5.935 

Post-merger Return on Equity 54.14 7 15.432 5.833 

Source: SPSS Output 
 

From the table above, the mean value of Profit After Tax (PAT) of Stanbic IBTC bank pre-merger is higher than the 

post-merger mean value whereas post-merger mean value of Return on Equity (ROE) of Stanbic IBTC is higher than 

the pre-merger mean value. This connotes that Profit After Tax (PAT) decreased post-merger whereas Return on 

Equity (ROE) of Stanbic IBTC increased following the „voluntary‟ merger with IBTC bank in 2007. All the 

variables turned out as expected except PAT. i.e. PAT is expected to increase as a result of the exercise. 
 

Table 3: Paired Samples Test 
Paired Samples Test 

 Paired Differences t df Sig. (2-
tailed) Mean Std. 

Deviation 
Std. Error 

Mean 
95% Confidence Interval of 

the Difference 

Lower Upper 

Pair 1 

Pre-merger Profit After 

Tax - Post-merger Profit 
After Tax 

1039210.714 1679497.778 634790.492 -514065.665 2592487.093 1.637 6 .153 

Pair 2 

Pre-merger Return on 

Equity - Post-merger 
Return on Equity 

-30.429 17.520 6.622 -46.632 -14.225 -4.595 6 .004 

Source: SPSS Output 
 

From the above table, the p-values of Return on Equity (ROE) is significant at 5% level of significance while the p-

values of Profit after Tax (PAT) is insignificant. We therefore conclude that there is a significant mean difference 

between the Return on Equity (ROE) of Stanbic IBTC pre and post-merger. On the contrary, we conclude that there 

is no significant mean difference between the Profit after Tax (PAT) of Stanbic IBTC pre and post-merger. This 

implies that whereas the return on equity of Stanbic IBTC significantly improved post-merger, the profit after tax of 

Stanbic IBTC did not significantly improve post-merger rather it insignificantly deteriorated.  

 

5.0   Conclusion and Recommendation 
This study focused on examining whether there is any significant difference in the pre and post financial 

performance of Stanbic IBTC bank Plc. involved in „voluntary‟ merger in 2007 to ascertain if there is any 

substantial improvement following the deal. Specifically, two financial performance indicators namely profit after 

tax (PAT) and return on equity (ROE) were considered. The secondary data employed were assembled from the 

sample bank‟s annual reports and analyzed using the paired sample t-test. The results of this study evince that 

whereas the return on equity (ROE) of Stanbic IBTC Plc. significantly improved, the profit after tax (PAT) of 

Stanbic IBTC insignificantly deteriorated post-merger.   

 

Business combinations in the Nigerian banking sector is becoming increasingly fundamental and unavoidable as it is 

presently perceived by the banks as a means of gaining greater market share and achieving economies of scale. It 

has turned out to be a significant and crucial component of corporate strategy, hence, tends to attain more 

importance with drastic competition and as businesses climb up the growth ladder. Synergy is a more justifiable 

motive for business combinations. This translates into the ability of a corporate combination to be more profitable 

than the individual components of the firms that were combined. We therefore recommend that well-articulated 

business combination strategies are exceedingly crucial if it must yield the highest benefits from the transactions.  
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