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1.1 Background

The term mergers and acquisitions (hereafter M&AS) r M amalgamation
of two or more units and are often used interchangeabl %errture (Mat-Nor,
2014). A merger is a combination of two or more u to f m unit or a
combination of both, however, the size of the both unitS¥is the same. Apthé s;_iﬁ-rgvtl'me
an acquisition is the purchase of one unit by an in W hic ew u@? formed

and the target ceases to exist. Whereas, the,size"is no\ the me fi e both units.

Mentionable, the whole units i.e., ne\/\/@i unit is g rth@s@ sum of its parts
i.e., before M&As. \>Y
According to the Refmm%oglc%nd PWGCi an (2021) Global M&As

industry trends show that i m tf:l mbeg of d was 50,085 and valueds at
t

USD3,440b, 50,368 aw sa :b[ﬁsb 0020 and 28,936 and valueds at

USD2,453b in the -year Ofl e for ple Table 1.1). The statistics imply

that there is com& thr he y@jés/ Even in the mid-year of 2021, M&As



Table 1.1: Global M&As Deals and Values, 2019—-Mid-

¥

Q1 Q2 Q3 Y~ Q4 Total
Values (USD Values (USD Values (USD \d Values (USD Values (USD
vear Deals "oy Peals T Tiiiony  PeAS T hilion) \;Déa's billion) 25 hillion)
A}
2019 11276 852 12868 916 12742 72% @a 946 50085 3440
OG}'Y-
2020 11942 611 10395 435 13052 1 1 76\%_\ 1176 50368 3243
?
V
2021 14781 1221 14155 1232 - \,z o\\ Q\T - 28936 2453
~d &
* K (O Sources: Refinitiv, Dealogic and PwC (2021)
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M&As started in the 19" century and have seven waves®. Since its inception, it is
preferred to be used in all sectors, for example, manufacturing, life sciences, T
and technology all over the world (Bianconi, & Tan, 2019; Aggarwal, &%\019;
Zhang, Deng, & Tang, 2019; Singh, 2018; and M&As Report, 2017). otives for
being involved in M&As deals are better performances, expandedWation in new

markets, products and services (economic and geographics eésa}h‘s), gain market

power, generate and exploit economies of scale and scope, diver 'ficat"on of activities,
i

»
and integration of resources. (Antoniadis, Alexandridis, & Sariannidis, 2014; and

v 2 o
Smirnova, 2014). With the motives of M&As, t@tance if s'irli@ncial
sectors knows no bounds, especially for bankin S. % ows@ﬁrends of
021q@§as of M&As
in the banking sectors are listed. The %Ns that in , tr@’&As deal volume
was 3127 while the value of the d@sas U&ﬁ%t}TN @ the deal and values
significantly dropped in 2020 c%i with'the %diz@r' which means that the
deal volume was 2007 and Et ﬁz:@p until the second quarter of

2021, the deal volume %and thIalu W&S@Z?Bb.
v

M&As in the banking sectors. The latest yeawz,zo

1% wave was in 1895-1904 (horizontal & monopoly), 2™ wave 1919-1929 (vertical merger and
oligopoly), 3 wave occurred in 1965-1969 (conglomerate merger), 4" wave was in 1984-1989 (mega
wave), 5" wave occurred in 1992-2000 (cross strategic restructuring), 6 wave occurred in 2003-2007
(globalization) and 7" wave is the from 2014 to present (proliferation).
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Table 1.2: Global M&As Deals and Values in the Banking Sector, 2 C?—2021Q2

Q1 Q2 Q3 V: Q4 Total
Values (USD Values (USD Values (USD Values (USD Values (USD
vear Deals "oy Peals T Tiiiony  PeAS T hilion) \;Déa's billion) 25 hillion)
\
2019 703 102 731 553 855 773& g38 138 3127 1566
QG}T
2020 734 149 380 72 418 5/ S 2007 470
:
V
2021 489 175 482 101 : \,z o\\ XN : 971 276
o) &
* 3; (O Sources: Refinitiv, Dealogic and PwC (2021)
\ 'Q\



Although there are benefits of having M&As of banks, there are some drawbacks
as well. For an instance, poor cultural fit, insufficient commitment, customer w
and perception, and compliance and risk perceptions. (’}

The banking sectors are an essential component of financial instiﬂkthat have
a significant impact on economic development. With the passes of tmd economic
situation, they need to take corporate expansions strategy like M&AS! Throughout the
history of M&As, several studies have been conducted in t Ym~g 1ector to analyze
its performance and stability. M&As have proven to b cess I‘b\tidbanks that

adopted it as they performed better in terms of efficie

an their co et[to&i—tygt' did

not proceed to mergers and acquisitions (Antoni

al., 20f4 ks’@gers and

b‘arq s, 20®’roductivity
period d, F@ﬁelsaz, & GoOmez,

&

acquisitions generate performance (Alt%
-

improvement has been found during t@
2010), however, the acquirer is the r%fﬁcie%y ?ar' g@vith the target (Sufian,
& Habibullah, 2009). ‘% q Qc:}

A few conceptual studi m

&
ssI re enc@/l&As in the Islamic banking

>

f éah@ﬂ stated that Islamic banks could

’ &
(Mé&y 2016), however, the problem related

to size could be keso an thro &As. The incentives of having M&As

i

¢

of Islamic b %ae to CI‘%&. si{e %(\7\?9” as economies of scale and scope (Igbal,
é—v N

2008). Ibrahim & Rizvi ( (_)17‘) and Barth, Caprio, & Levine (2006) suggested that larger

Islam&nks were needed for ustainable financial growth of the banks.
Ca

me general studies discuss bank performance and stability. Fayed (2013)
ug

ested the superiority of conventional banks over Islamic banks in terms of
rofitability, credit risk, liquidity, overall management, and solvency ratio. Khalil, &

Siddiqui (2019) indicated that there were significant differences in M&As results



between Islamic banks (I1Bs) and conventional banks (CBs). Therefore, Fayed (2013)
concluded that Islamic banks still have a long way to go. Meanwhile, Khan, &
(2008) stated that although the Middle East, South Asia, and South East@e the
main hubs of Islamic finance, it does not confine within those countrieﬁ;q globally.

M&As influence the performance and stability of a bank in sempects. This
includes bank size (i.e., total assets, total deposits, and operati M), level of bank
sizes (i.e., large, medium, and small), time effect, an r§.

f flnancmg (e.qg.,

Kwenda, Oyetade, & Dobreva, 2017; Moutsianas, & K ou, |d & Dar,

). M&As are Isl) @nuch
of the @é several

rcher e bank size,

2016; De Haan, & Poghosyan, 2012; Cihak & Hesse,

related to bank stability which refers to the s

determinant factors of bank stability ack

market power, and macroeconomics ition, to name ((@Z & Hesse, 2010;

@ene, & Alemu, 2019;

SN

and Li, X., Tripe, & Malone, 2 (3.

Factors such as ban \hve %{ed {E}Jlt in previous studies. For

example, Ruslan, Pahl@?&:[hon 2b1 %plled that bank size positively

impacts bank perwe Kﬂ:ld?}& etade%@zDobreva (2017) found that firm size
ts

significantly af for ntrar, their findings Fang, Lu, Tan, & Zhang

(2019)sa|dEE a siz ne at elflrr@ s bank performance. At the same time, some
edvthat

NN
|ze |£&ter to realize the operational performance and

-z

Ibrahim & Rizvi; 2018; Khaddafl,

studies g

I|ty through the eco@(es of scale and scope. Contrary to this, others have

at bigger entities may face problems in managing large operations and it is not
6% perform better at an expected level.

Secondly, M&As period can be divided into short term (i.e., an average of fewer

than two years) (Altunbas & Marqués, 2008), medium-term (i.e., an average of fewer



than five years and more than two years (Sufian & Habibullah, 2009), long term (i.e.,
more than five years) (Srivastava, 2018). Conflicting findings have been found Tﬂg
to M&As performance in the banking sectors for these three M&AS %\.Most
research argued that a longer M&As period is better in order to integrated
resources for generating better performance and stability. Modes of finafcing (e.g., cash
or stock or a combination of both) have also impacted on M& sta, Oyetade, &
Dobreva (2017) said that the acquirer would pay overv. y):k otherwise cash.
However, mixed literature have found that various modes'ef M&As W‘either by
cash, stock or even a combination of both. How these studi Ifavi—}z;jed

inconclusive and varying results regarding thewimpact ofdt acto@n banks'

. X
performance and stability. \, u\ .é\
Previous studies found the eﬁec%;as the maimyisSue @Q(%Xample, Katib &

= o 5 3¢ 4
Mathews (2000) found that medium-sized banks were more efficient than large banks.

NI Yy AN
Kosmidou, Pasiouras, Doumpos, & Zopounidis (2006) staEed that small banks were

0NN NI &

better than larger banks in terms of performance. Whereas, from the conventional

- V' 1 ¥ <

banking perspective, studies showed that “too big to fail” applies in M&As. Ibrahim &

Jd v’ &
Rizvi (2017) and B %al. (2 Md an(gggested that larger Islamic banks were
needed for the @Ie fi i
Gt o

[
Il to succedd” ih N@('Rs. On top of that, Fithria, & Sholihin (2018)

premise of “to0’s

\

argued that Jak banks per ined bs&r due to economies of scale. Furthermore, Nafti,
Y X

Boumediene, Khouaja, & Ayed (2017) stated that size does not impact the bank’s
-~ i

performance, while Kwenda, Oyetade & Dobreva (2017) found inverse results. Since

rowt@%fhe banks. Therefore, they suggested the

\%&As influence in the market in terms of competition or concentration which

\simultaneously impact on the outcome of banks. Therefore, it is observed that there is



cause affects relationship among M&As, market structure and banks. Hance, following
literature are reviewed and discussed. Y-

Market structure influences the bank’s power irrespective of the natir anks
as it can directly affect bank performance as well as stability. A po?&statistical
relationship between measures of market structure on profitability haséen reported by

the study of (Berger, 1995). At the same time, Mirzaei ( 1Nnd that market

structure did not significantly impact the profitability an ity o" Islamic banks.
Meanwhile, Goddard, Molyneux, & Wilson (2004a) d a jpositi lationship
‘X

between market concentration and profitabili@lock 98 rjp that
concentration had no significant effect on prefi ty sinc arl&e/‘gi*s highly
\id risl@&]ects. Uhde,
fit @’concentration in

et:%apital buffer, charter
N

competitive, the banks become risk-averseﬁ@;re,
& Heimeshoff (2009) observed that @«s easily

terms of stability since they are aﬂ% reglﬁs%
%' s Ot

values, monitoring power, and ie scaleand s . Although the study of

market concentration has b %si\ll onducted | banking sector, it is limited
to M&As events in relati Ce perfarmance dnd@bility of the banking sectors.
’ 4 ¢ &
Market struwys a YI \Ig n shmé(n.g M&As activities. M&As lead to the
high market sh&h ma Q;'r, hi r&rfarket concentration, less competition &
¢
anti-competiti aviour, m nGn-eoJ etitive pricing, overall better performances
N

and stat% irzaeif(201 jhowedsthat the market structure matters for banks' power
irrew@e of the nature of b n@ﬁ.e., either Islamic or conventional) as it can directly

a xnk performance. This study suggests that market structure also affects M&As

G ms of performance and bank stability. Details are explained in Section 2.4.4.



1.2 Definition of Key Terms of M&As T
1.21  Merger ('}
The word ‘merger’ defines the amalgamation of one bank with E&r bank of
equal size. Sometimes it is called the merger of equals. Moreoverf'a merger is a
combination of two or more banks in which all except one bank 1eSes its corporate
s

existence, and the surviving bank acquires both the W 'iabilities of the
»

merged bank. Machiraju (2003) and Piesse, Lee, Lin, & Kuo (2013) mentloned that a
]

merger occurs when at least two firms combine to fo ‘new’’ leg n@t;@

X
\ Y,
N

ffici ank. Soundarya,

1.2.2  Acquisition

Acquisition refers to a bank belr@d by a

Lavanya, & Hemalatha (2018) mentloned that \rsit n 0c when one company

N
controls the interest of another Wlt Rdiffe ass@ze between acquirer and
target. The efficient bank a an | ank m a legal point of view, the
target company ceases({to he bu IJ) e busmess and the buyer's stock

. o‘
continues to be trde @ %
&
l ‘_,)(./
&

sed measures are widely accepted as indicators

>
@;?%
g~5/
e 5
g 3
o‘
‘gm-‘
4, =

m's management based on past and current performance, while market-based
: ures reflect the firm’s future performance. Both methods have their own setbacks.
owever, the accounting-based performance is frequently used to study the acquirers

post performance. According to the study of Sudarsanam (2003), measuring the acquirer



through performance-based market measure might lead to an over or understatement of
true performance of the acquirer. Therefore, in this study, operating-based perfow
is used because it is suited to the study's objective in estimating how @tly a
manager uses resources to produce outputs and create shareholder va‘Ag common
characteristic of using accounting-based data is from the income statemeént and balance
sheet (Dubofsky, & Varadarajan, 1987). \,

Performance is the premium for the potential suc m&'%. Damodaran

(2005) stated that, performance is the additional value is ge rWombining
B

ble to these firms @Eing

), Watl Syamala (2015),
i andia

mou’Ye ind M@x.is synergy.
M&As allow for enhanced cost eﬁiciwa the new énti W@etter resources to

manage the operation efficiently %‘fective!\ywrg ,i{‘either in the form of
% i 2

two firms, creating opportunities that would not be

independently. Abdulazeez, Suleiman, & Yaha

and Weitzel & McCarthy (2011) argued

revenue enhancement or cost s izatien.of rls‘é:éynergy is classified into

four types such as operating s erg’ congmi s§¥cale, economies of scope,

accounting-based perf(% e, :‘ew‘gés@ow, return on equity (ROE) and
&
\Psy ergy (6os

net interest margin NM) finT t reduction of funding), managerial

synergy, and technicalsynergy. &
¢ " (,)(J
D, O

NN
1.2.4 tabilit ?)re)‘zg\

4 :
aBank stability (Z-score) refers to a condition in which banks are sound enough to
~ T

carry out their financial intermediation functions adequately, without assistance from
\e*xternal institutions including the government. It shows the bank’s probability of
\insolvency. A higher value of Z-score indicates greater bank stability, meaning that the

bank’s distance from insolvency is great (Li, Tripe, Malone & Smith, 2020). Therefore,

10



a higher Z-score indicates lower risk, lower insolvency, however, greater stability and

X
K\

There are three types of M&As: horizontal, vertical, and chte (Rozen-

vice-versa.
1.2.5 Types of M&As

Bakher, 2018). Horizontal M&As occur when the banks are in theWine of business.

led,a harizontal M&As.

it is ca ewal M&As.
"X

Finally, conglomerate M&As involve two banks th not have co qorl\@rness
l
&y
Y °\ -
1.2.6  Acquirer \% é
An acquirer is a bank/ mst@ on that&p?pe Kéwnership, a business
a

interest, or other items. Moreoyk s a bank hat purchases all or a portion
a i
of an asset of another bank (target) Usually, acq

than the target (Masul% & Xi \2@ Therefore they try to combine or take
:

the position of the inefficient bank in the market and have more market share, which

£ | i

ultimately |mpacts on the bank’s p‘rformance (Rhoades, 1985).

For instance, if a bank merges with another bank, then it i

Whereas, If the bank merged with the insurance compa

areas.

U|rer IS more efficient and stronger

127 g{ V)

rally, the seller is caLtgda target. A target bank is a bank that is chosen as

an attragtrve M&As option by a potential acquirer. A takeover attempt occure in many
different ways, depending on the attitude of the target firm toward the acquirer. If
\management and shareholders are in favour of the transaction, then a pleasant and

orderly transaction can take place. When there is opposition to the transaction, the target

11


https://investinganswers.com/node/2278
https://www.investopedia.com/terms/t/takeover.asp

firm may attempt various hostile actions in hopes of thwarting the takeover attempt

X
K\

M&As can be financed by cash, stock or a combination of botf‘ﬂz‘sﬁe, Lee, Lin,

(Gaughan, 2010).
1.2.8  Modes of Financing

a .
& Kuo (2013) stated that M&As can be financed through borrowings (cash) or the issue

of new equity (stock), or both. In general, if the acquirer's stock price is higher or

il A
overvalued, they would propose giving stock instead of cash and vice versa (Savor, &
a V] =YW
Lu, 2009). Martin (1996) argued that, the higher the acquirer’s 'growth o'pp:)-&gnities,

the more likely the acquirer is to use stock to finance an acquisition. Hence, Blomkuvist.,

Felixson, & Loflund (2019) discussed that acqui ionexo erlev@a targets are

more likely to be financed by cash th %ty 6*

S0

N
1.2.9 Market Structure “ Qi?

=

differentiated in accor h their/degrge dn ure of competition for products

:

and services. Marke truct e||s s the levél of market competition. Higher the

%

level competition‘lo th o once ion and vice-versa. With the lower level

Market structure refers t e v’ arlou$ndustr|es are classified and

€
of competitio catln’ hig (‘ﬁnc r‘ftﬁtlon and anticompetitive behaviour in the

o_ )

market (Abdul Majid &Fadzl an, 2007a Sufian, & Habibullah, 2013; Khan, Ahmad, &

S



1.3 Problem Statement

Mergers and acquisitions (M&AS) are an alternative way for organic exp?ﬁu
The rationales for M&As are better performances, expand operation in r@kets,
products and services (economic and geographics expansions), geneﬂéwd exploit

economies of scale and scope, diversification of activities, integration Rresources, and

finally reduce cost and minimization of risk. \,
Extensive studies have been conducted to analyietﬁcnorfl performances
»

of M&As (Yeh, & Hoshino, 2002; Liargovas, & Repousis, 2011); Rao-Nicholson,
& 7 I o7 X

Salaber, & Cao, 2016; Ismail, Davidson, & Frank, 2009; Neeli/, &TRoqhe_s.t\er,1987;

Dwa, & Shah, 2017; Mantravadi, & Reddy, . _Kumar, ‘2009 Lau, F‘;Faimos &

\\V b

Wright, 2008; Heron & Lie, 2002; Ismail, Abdou, &Annls 2011; g Hoshino,

2002; Aggarwal, & Garg, 2019; Cabanda, & Pajara Pascual 2007).0n the other hand,

4

there are few studies of M&As onﬁ% stabilit Tan,'& Hogy, 2004; Leary, 2002;

N
Paroush,1995). Interestlnglyt imited stu s«condﬁaed regarding the impact
of M&As together with perf an’ ility. The @‘re this study tries to analyses
the impact of M&As 0 rforma

Eﬁ Harrl&ablllty together.
th no concern about too big to fail

Being relatlv oung r
mic EH.J%(S (Naseri, Bacha, & Masih, 2020), being

relatively too s IIt cce
small in siz
better k

(Flthrla &Shollhln 2018; Ibrahim & Rizvi, 2017; and Barth et al., 2006). Therefore,

i
oﬂueé;? scale and scope (Yudistira, 2003). Having

inable<financial growth, larger Islamic banks are needed

T .
M&As are warranted for Islamic banks (Yudistira, 2003). Inversely, there is no concern
———

Qljor too small to succeed rather too big to fail for conventional banks (Kaufman, 2014;
nd Daley, Matthews, & Whitfield, 2008). Studies argue that there is a negative

relationship between size and post- merger performance (Ramaswamy & Waegelein,

13



2003; Gaughan, 2002; and Micco, Panizza, & Yanez, 2007). Meanwhile other studies

defend a positive relationship between size and post-merger performance (Marwﬂdi

N
& Reddy, 2008; Gaughan, 2002; Vander Vennet, 1996, and Cybo-Ottone_&rc Murgia,

J

2000). Therefore, size is a dilemma for Islamic and conventional banks: over, the
basic differences between two types of banks are based on core princiWor example,

conventional banks do not follow the Sharia’h guidelines whileMc banks strictly

l

In extension to bank size (general), this study useSulevels fws namely
X

large, medium and small. lbrahim & Rizvi (20@&&1 ou tha#large _l?&nks are

needed to ensure consistent financial growth and solvency Slmllarly, Iéﬁe banks

A
performed better performance due to econormies of'scal nd pe (Flthl‘la & Sholihin,

2018; Beck, Demirguc-Kunt, & w;ae 2010 eneé‘ Alemu, 2019).

Meanwhile, other studies showed that medium- S|zed banks are more efficient than large

NIy A

banks (Katib & Mathews, 2000). Kosmidou, Pasiouras, Doumpos, & Zopounidis (2006)
O N

and Aladwan (2015) found that small banks can outperform larger ones since they do

- V. 1 ¥ =&

not have high start-up costs, have lower bureaucratic cost, and lower cost of operations

P G 2 2

along with the research and development. Based on the mixed findings of the previous

A DA
studies, this study takes into consideration the re-examination of the level of bank sizes.

1 \/
Sever E! hfacto S asso%tfd \ﬁ_/ he M&As of banks are also considered. For
e

diagy rol }flnansgl' and non-financial), modes of financing, time

follow.

mstanc
Qd control variables @Yhely bank-specific variables and macroeconomics

%hs Although a number of studies were conducted M&As in the banking sectors,
Q of the studies include the function of intermediary role of banks in the analysis.
herefore, this study also considers the intermediary roles (i.e., financial and non-

14



financial intermediary role) of the banks towards the impact of M&As (Sufian, 2011;

Focarelli, & Pozzolo, 2001). Yv

Modes of financing (e.g., cash or stock) also impact M&As. Various @)e has
studied modes of financing, whether to pay by cash or stock, or both. Fof%ple, some

studies that examine the type of payment argue that cash-fina&d transactions

a .
outperform stock-financed ones (Rau & Vermaelen, 1998; Andre, Kooli, & L'her, 2004;

Megginson, Morgan, & Nail, 2004), while, other studies xo eyvidence that the

method of payment influences the reported performance (€hoi & FUWM; Yook,

'Q N
2004; Heron & Lie, 2002). According to Healy, Palepu, & Ruback (1992) the post-

| 7

M&As performance of acquirers is influenced by the modes of financing but payment
Y~ ON\NY v
of M&As is dependent on the stock value of the acquirer (lankova, 29..14). The use of

~ r &
cash had a positive impact on the performance of M&As compared with stock

VN A Y
(Liargovas & Repousis, 2011). Inversely, Nor & Ismail (2006)\found that Malaysian

J f-'y '
investors did not favour biddir%anleg1 using cash <tg}iz%quwe target companies.

Therefore, this study gives he fforls e-exami s‘&le factor; modes of financing.

:(.)r}ml:evbi stability as well. Based on the

previous studles there are contradlctory flndlngs among them. For example, timing of

M&As periods influence p

the transactlon 0€s tme performance (Choi & Russell, 2004;
Megglnso 004) Ther ; S|€J cant relationship between M&As and bank
perfor long,p i0 In%as Hassan, & Lawrence, 2008 and Srivastava,
201 tudy showed that @é five years before and after M&As, there was no

impro ment after M&As for the public listed companies in Malaysia (Mat-Nor &
6 lee, 1995). Meanwhile, another study reported inverse results, pointing to a
ignificant relationship between M&As and bank performance (Al-Sharkas, Hassan, &
Lawrence, 2008). Srivastava (2018) also observed and suggested that a longer period is

15



better in order to have an expected performance of M&s. Therefore, in line with the
previous studies, this study considers the five years before and after M&As.

Focusing on the M&As of banks influences the market struct@ can
simultaneously affect profitability and financial stability (Lomm@ﬂ&plsen, &

Straume, 2006; and Mirzaei, Moore, & Liu, 2013). Although media%g effects have

been researched in previous studies except for M&As of banks. example, bank
grofi'ability (Ruslan,
X

efficiency mediates the relationship between bank size‘w
P

Pahlevi., Alam, & Nohong, 2019). Inversely Shehu, Ibrahim, Mat, Nasiru, Popoola,
&« 7 I o7 X
Muhammad, & Kura (2013) stated that firm size does not fulfil the condition of
S 1T D

mediating effects on the performance. Similarly, Akinyi (2019) found that financial

\v .
leverage negatively mediates on the rela@ beo‘/%irm sjé\z;d financial
c‘ ~ F

performance. Diantimala (2018) indicated that there is no indirect of firm size and

o/
liquidity on the firm values. Theref(%is expec T::;w Id be a cause effects
N

relationship among M&As, m%uctuﬂ:, pe nmarlé?nd stability. Hence, the

mediating effect of market me o] event of As of bank is considered as
Yy

well. Whereas that wo he polieéyma ers t@e M&As decisions.
4 ¢ &

This issue wnres\i!ﬁ« rooz&ar further research. Therefore, further
efforts are give{ for 'rehe S&'é analysis of M&As on the operational

¢
performancE a&}bllit of Is mig and conventional banks. This study re-examines,

NN
analysean estigate_thi Patter-&ah theoretically and empirically. Therefore, this
study,_examines the impact @M&As on operational performance and stability.

}!y, it studies the mediating role of market structure on M&As affecting the

@Eational performance and stability of Islamic and conventional banks.

16



1.4 Research Objectives and Questions

The general research objectives are, firstly, to analyse the factors associatw
M&As on operational performance and stability for Islamic and conventio nks.
Secondly, to examine the mediating role of market structure on the relam% between
M&As and operational performance and stability for Islamic and conventional banks.

Hence, specific research objectives are designed and discussed accordingly.
iary rol

1.  To analyse the impact of factors (bank size, inter e's, and modes of

financing) of five years pre-M&As & five years M&As perational
[

performance and stability for Islamic and conventional banks ' _S

2. To examine the impact of the level of es% iun@;mall) on

operational performance and stabilitys0f fi yeaﬂs p &As@?&z\/.e years post

M&As in the banking sectors.\) é
To examine the mediating(%xzts of \st%tr p@? on the relationship
A N

between five years pr &ine ars pgg- &As with operational

performance and sta@r Isr ca con@onal banks.
[

C,) S

o

4
The study pr es the f(]I \mg esear estions:
1. Do factors (bank sizepl ediar es, and modes of financing) associated

i
o i
with Wrs pre M& J fi@ars post M&As of the bank have an impact

o
he“operationa ?rform&e and stability for Islamic and conventional

ks? N
{
\Does the level of bank sizes (large, medium & small) have an impact on the

QE operational performance and stability of five years pre-M&As & five years post

M&As for banking sectors?

w



3. Does market structure play a mediating role in the relationship between the five

years pre-M&As & five years post M&As with operational performawmu

stability for Islamic and conventional banks? ('}
1.5 Motivations and Rationales ?

In line with globalization as well as financial development, us studies have
been conducted to evaluate the performance of convention ; in t'arms of mergers

and acquisitions. However, there is no comprehensive analysis on he of Islamlc

banks although there are a few conceptual studies @ﬁ‘ss the benefits df I.\@s for
the Islamic banking sector. Meanwhile, the De erro\ ina the former
CEO of BIMB Holdings Berhad mentloned mic L

ankSeould e economies
of scale and scope through M&As. Th d that

bIe@ated to size could
A
&

Various studies includln &zptua studie ve discussed M&ASs in

&

banking sectors. However, hest , y Wle here is little research on the

mediating effects of % ructu:‘e ;J&!A examine and evaluate banking

performance and s M&/ Thif t attempts have been made so far in

examining the rele of'mark

be resolved and managed through \

:
hat
ein @ﬁs Hence, a study on the role of market
structure in isw rante
\ - -
T foguises exan@ng and evaluating the impact of M&As on

operatio I performance and st@fty along with the mediating role of market structure

|§$mmg the relationship between M&A, operational performance, and bank
li

N,

ity for Islamic and conventional banks.



1.6 Overview of the Research

This thesis consists of six chapters. Chapter 2 covers the literature re
mergers and acquisitions (M&As) in the banking sectors. A theoretical f@rk is
identified and reviewed, while the operational framework is designed eloped. It

also reviews the literature on the impact of M&As on operational perfo%ance and bank

stability. Furthermore, the chapter discusses the factors associa dM&As, the level
ec

M%AS.
C

Ms process
]
| | 9, X
and samples selections, general overview of researc hodolagy i.e!, itaﬁ@panel
techniques and SEM, motives behind applyi se_teéhni , details of the
diagnostics tests. \, W \ g

Chapter 4 presents estimation r %d discussions’of s in the banking

sectors, focusing on answering rese@suestion\x ,Q\
359 N

Chapter 5 reports the re%i dis@ussio of th'%&ﬂediating role of market
structure in explaining the %shi;] we Mc@nd operational performance
v

and stability for Islami% entio ;Ijks‘, w@h focuses on answering research

g b 4
NQai(e

of bank sizes followed by the mediating role of market str

Chapter 3 describes the details of variables definttien, da

question 3. \ [ %
Finally, C@fi pr 'oveelsfummary of the thesis, followed by the
summary a nelusion on t rée g‘rpfindings as well as the implications of the

o
study. % re, gontribations t&ﬁe body of knowledge and recommendation for
b o

fut@ies are also discuss@’





