CHAPTERS \i
RESULTS AND DISCUSSIONS OF MEDIATION EFFECTS@QKET
STRUCTURE BETWEEN M&As AND BANKING SiCTO S
5.1 Introduction Y'

This chapter discusses the results on the mediatin f arLKstr”ure (based on

measurement of LHHI and CR) in explaining @tionshp b ien’% As and

A
operational performance and stability for banking se . Theydiscussions agedivided into
Y/
sections A and section B. In contrast, Part A prese iscug’q s based on the

Herfindahl-Hirschman Index (HHI) me r%

E
3,

d@eses the results based

on the measurement of concentratior(rjso (C%Y g@aims to answer research
N
question 3: “Does market structu meliatin Qle% een M&As and operational
performance and stability for \lban N@kg “
N
v/
5.2 Mediation Ty&?& 9

In terms of M) ogy 0 edia(@n, partial mediation consists of competitive

mediation an mplementar iation./ Technically speaking, competitive mediation
implies w w the fﬁdgg:'fectzp th coefficient (a x b) and direct path coefficient ¢
é )
I

are si and multiplying }cl?coefﬁcients (a x b) and ¢ gives a negative value or

op irection. At the same time, complementary mediation occurs when both the

47

indirgct effect path coefficient (a x b) and direct path coefficient ¢ are significant,

multiplying all coefficients (a x b) and c gives a positive value. “Competitive” and
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“complementary” mediation is likely to be involved the omission of a mediator (i.e., one

or more hidden mediators from the model that match the revealed sign of@‘fect).

Finally, for indirect only mediation; this type of mediation is such that i effects can

exist in the absence of significant total and direct effects. This implie ﬁ indirect path
X

coefficient (a x b) is statistically significant, but direct path cagw c is not (Nitzl,

Roldan, & Cepeda, 2016; Zhao, Lynch Jr, & Chen, 2010; ndw, 2014, Rucker et al.,
2011). % '

Competitive mediation: Figure 5.1 (pooledwsamples, fpre- &'As‘scgiﬁws the
-
competitive mediation of LHHI between inflation F) and ‘ope tionakperformance
Y
a(X —WM), inflation (INF)

an@ﬁ/alue = 0.003 at 1%

@tmion (INF), that would

(ROA). Based on the figure, it is observed that baSed og\p

negatively impacts market structure (LK . B =0

significance level). This means that fc(efery 1 ﬂz?

N
reduce market structure (LHHI) unis. lmpazh:/g{M — Y) implies impact of
market structure (LHHI) on O%al I rmance @) (i.e., p=-0.705, and p-value
=0.109 at 10% significan% hichf‘ w 9.a‘ti\7%rrelation between LHHI and ROA.

7
This means that for %un@ to I@HI, that would reduce ROA by 0.705
h

. |
X 'stagug)he impact inflation (INF) on operational

.€
means tha Wry 1 qu:l gase té%r\]e inflation that would reduce ROA by 0.126 units.
; )

Based elationship, the sﬁ)%?/ concludes that the sign of path coefficient (a x b) is

its. M hil
units eanwhile m . o
performance @31 " nj 6, @p-value = 0.046 at 5% significant level). This
tlncr

po ile path coefficient c is negative. The mediator role of LHHI between inflation
@and operational performance (ROA) shows competitive mediation effects. In a

nutshell, the higher the level of inflation lower the level of competition, which (lower
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competition), in turn, reduces the operational performance (ROA) (e.g., INF | LHHI |

N

ROA ).

4
Competitive mediation ‘d‘
. \V'
- J ! _{')
Figure 5.1: Competitive Mediation El}e

Yv N \z
%&As) shows the

Complementary mediation: Flgur \gool Wsa e,
complementary mediation of LHHI bet n._gross es& products (GDP) and

operational performance (ROA). Ba% the, figure, sho‘a% hat path a (X — M), GDP
(

positively impacts the market st - P 43&%’121 p-value = 0.000 which is

th@ every 1 unit increase to the GDP

significant at 1% level of@ignificance, meani
o AR
that would increase LHHI by™0. W Whlle(_y turn, path b (M — Y) shows that the

evel r%?anmg that every 1 unit increase to LHHI that

0.109, which is sS@cant tl

would redu by g its. O&he other hand, path ¢ (X — Y), GDP negatively

market structure ( ega acts cf(e/ROA resulting = -0.705, and p-value =
:%

|mpact = -1 276, p- vaIu@ 016 that is significant at 5% level, meaning for every
1 unit }m se to GDP that would reduce ROA by -1.276 units. The mediator role of LHHI

gross domestic product (GDP) and operational performance (ROA) shows
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complementary mediation effects. In a nutshell, GDP increases competition (higher
competition), increasing operational performance (e.g., GDP 1 LHHI 1 RO%Q

Based on the relationship, this study concluded that the sign ofshjirect path
0

coefficient (a x b) is negative. At the same time, the sign of patmi effiCient c is also

negative meaning that the sign of both path coefficients is ir\% me direction that

represents the complementary mediation effects. ! Y'

Complementary mediation

W 4 Q'_J
FlgureSZ\Q; iMediaﬁp effects

|

Indirect only media |9 Flgu\ oﬁﬁ,ﬁample pre-M&As) displays that the
mediator role of L)—@/e @lze A) and operational performance (ROA)

shows indirect o mt[n‘eff s‘rha&&{)n the figure, path a (X — M), the bank size

(BSTA) n |mp'ac rket s{kture (LHHI), i.e., p = -0.152, p-value = 0.000,

which is si 2&4“ at 1% level, n&n‘%g that for every 1 unit increase to the bank size that

woul e LHHI by 0.152 units WhICh implies that larger bank size reduces the level of

ompetition and pointing higher level of market concentration. While path b (M —

Q HHI negatively impact on the ROA i.e., p = -0.705, p-value = 0.109). The mediator

role of LHHI between BSTA and ROA shows indirect only mediation effects. Hence, a
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larger bank size would reduce market competition, reducing the operational performance
(ROA) (e.g., BSTA LHHI ROA). Finally, direct effect path ¢ (X — Y) erz? does
impact the operational performance (ROA), i.e., p = 0.247, p-value = hhich IS not
statistically significant at any level. A decision tree for the typo@ mediation is

discussed in Appendix Figure B1.12.

BN
0 )
5.3 Part -A: Market Structu se owaﬁu&@nt of the Herfindahl-
Hirschman Index (HHY- ’ %\
This section represhe mar ctu %Jased on the measurement of LHHI
@
Statistically S|gn|f|c S (thJ stru raI 0%') of the mediation results for operational
\

performances (R A r s 0 Table 5.1. In contrast, Table 5.2 displays
mediation tes ootstzp titest) r s for ROA while Table 5.3 shows the summary
of flndlng O e other h T"aé'h]g/gﬁ shows bank stability (Zscore) while the mediation

test (i ootstrapt test) is displ ayed at Table 5.5 while Table 5.6 implies summary of the
ae of stability. The results are reported based on the pooled samples, Islamic banks
es and conventional banks samples. Several models fit criteria such as 172, RMSEA,

CFI, and SRMR are used as suggested by (Kline 2015) and (Hooper, Coughlan, & Mullen,
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2008). All criteria show that all the models are a good fit (see Table 5.9). Moreover, a

detailed summary of mediation results (e.g., partial mediation%@itive,
complementary, and full mediation®, indirect only mediation) ba&@LHHI for
operational performance (ROA, ROE & NIM) and bank stability (Zscore) are reported as
per Appendix of Table A2.1 to Table A2.4 respectively. \Z,V.

Notably, operational performance based on the m SUW of return on assets

l

(ROA) is discussed while return on equity (ROE) i erwin (NIM) are
reported in the Appendix Table B1.1 and Table B1.2 t@avoid repetitio f[egih)gﬁnce the
S
results of ROE & NIM are consistent with the resultsef ROA» \ &
Y/

\m‘ pool %mples, Islamic

foéﬁ/ed by the identified
variables how those variables medi@&e., dﬂq%re ,"&p\artial and full mediation
% N,

The flow of the study starts with the discussien o

and conventional banks for pre-M&As &g M&AS:

effect). Then accordingly, discus the Varia SthIC@[I‘OHQHy mediate by looking

at the Bootstrap t-test is also di §!d Y, sum@ of the findings is given.
(S
4 &
53.1 Mediation Kﬁw effe{;ts - tweensM&As and Operational Performance

(ROA)

Table 5@9& thEr?ia jon Kﬁws of LHHI on the relationship between M&As
and opera:'erorman

banks.qBased*on the findings, i

<

3 Partial mediation consists of complementary mediation (i.e., path a x b and path c are statistically significant,
e signs are pointing in the same direction) while competitive mediation (i.e., path a x b and path ¢ are

statistically significant, and the signs are pointing to opposite direction).
4 Full mediation implies only indirect path (a x b) are statistically significant while path ¢ do not show any
statistically significant.

FbA)Qe; pooled samples, Islamic banks, and conventional
N
33

observed that LHHI mediates (i.e., partial mediation;
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complementary & competitive and full mediation; indirect only) the relationship of M&As

and operational performance (ROA). \Y~
R-sq (LHHI & ROA) of the pooled sample is 0.566 & 0.210 (pre&fyR-sq is the
variance of the LHHI and ROA that can be explained by the explanatory variables. Bank
size (BSTA & BSTD) show indirect only mediation, whereas int%m roles (financial
and non-financial) and control variables, namely bank-sp ciﬂ?ﬁﬁables (LIDY, CR &
S

CAP) do not show any mediation effects. In contrast, I \!v mediation effects.

This means GDP shows complementary mediation%eas inflation p’iegc%cgﬁpetitive

-\

mediation of LHHI on the relationship of M&As operatiohal erfon@ance (ROA).
Y

These mediation relationships are shown in the diagram as pperlg@ﬁgure B1.1.

While in the post M&As scenarioK HI & ftheﬁéoled sample is 0.558

& 0.733 respectively. Those imply thc ttie expla \Jﬂ(%rl b,@can explain the variance

N,

of LHHI & ROA. Bank size (BS%BSC’?) sh co{;n@mentary mediation effects,

whereas for the intermediary }nell r@nediation effect while the non-

gﬁ:ﬂigga’ effect. Economies of scale (Escale)

show indirect only 'ation'e , Wh@g-économies of scope (Escope) posit
I t iati to()a%"bl ly bank ifi iabl
complementary %0 e ‘e QnL) riables, namely bank-specific variables,
CQ.

financial intermediary rol t OﬁsI

'

quuidity(LlDQ' tris/( ) dcqéiyalization (CAP), and macroeconomic variables,
g@?‘n d u

namely gr, estic p ofs ( ) and inflation (INF), are statistically mediation
N
eﬁect%ng that liquidity a?r(d'?mflation show indirect only mediation, while CR and

GD%/ complementary mediation effects. At the same time, CAP implies competitive

@ion effects of LHHI on the relationship of M&As and operational performance
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(ROA). These mediation relationships are shown in the diagram as per Appendix Figure

B1.2. \Y~

In pre-M&As, market structure (LHHI) does not show any significiwact on 1the
i

relationship of M&As and operational performance (ROA) for Islamic and conventional
banks and hance the results are left undiscussed.

In post M&As, R-sq (LHHI) and ROA of Islamic an cc@nal banks are 0.334
& 0.413 and 0.770 & 0.857 respectively. Comparati -Sq o@y and ROA of
conventional are greater than Islamic banks. Thérefore, it €an ’co.rL) ed that
conventional banks' model is more fit than Islamgvkks. &sﬂs uéf\iance of the
LHHI and ROA that is explained by the expl%mr' \ Q\Y\J
Bank size (BSOI) of Islamic ba@vs co%ta Soediation effects. In
B

contrast, other measurement of baniG'Se (BS \aq% ,@ﬂmplies complementary

mediation while bank size (BSOI indiréct on ed{i(} effects. Intermediary roles
(financial and non-financial)%am anks do g“} show any mediation effects.
Surprisingly, the Interme% les (fi unJ J@h(d;a'n-financial) of conventional banks

imply mediation effe'gh@re Spfm\‘he fir@:fal intermediary role such as economies
&
of scale (Escale) cono ie?? pe E,@EOpe) and the non-financial intermediary role
@
’

such as the m est ye 0 ih@jinterest income (NFIR) show complementary

mediation % ’ ! 4 Y
~§ oM
variables of Islamieand conventional banks also show mediation effects.

(T-{

Credi shows indirect only mediation effects, while capitalisation and inflation show
@mentary mediation effects, and GDP shows competitive mediation effects of LHHI

on the relationship of M&As and operational performance (ROA). On the other hand,
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control variables of the conventional banks also show the same effects. Liquidity (LIDY)
shows competitive mediation effects, credit risk (CR) and GDP show c@'entary
mediation effects while capitalization (CAP) implies indirect mediation fLHHI on
the relationship of M&As and operational performance (ROA). Therefore, it could be
concluded that most of the variables of the conventional banksyshow® mediation effects
(partial and full) compared to Islamic banks. These medi 'on?a’onships are shown in

the diagram as per Appendix Figure B1.3 (Islamic ban lgune\laConventional

banks). : \Y-
D [ F18
s b 4§
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9.1

Table 5.1: Statistically Significant Values (The Structural Model) of Operational Per mz;ce (ROA) for Pooled, Islamic, and

Conventional Banks \
Pooled Islamic bank Conventional bank
Pre M&A Post M&A Pre M&Av\~ Post M&A Pre M&A Post M&A
p- p- p- p- p- p-
Panel-A  (Xon M) Coef. value Coef. value Coef. M Coef.  value Coef. value Coef. value
BSTA  — market structure (LHHI) -0.152 0.000 -0.098 0.326 82 0005 083 0620 0.129 1.103 0.000
BSTD  — market structure (LHHI) 0.074 0.009 0.155 0.088 0.117 -0.627 0.119 -0.838  0.000
BSOl  — market structure (LHHI) 0.049 0.120  -0.120  0.001 0.050 0.017 0.813 -0.161  0.007
Escale — market structure (LHHI) 0.000 0.196 -0.003 0.017 0.348 0.000 0.508 0.005 0.000
Escope — market structure (LHHI) 0.000 0.929 -0.003 0.000 0541 0.012 o0.021 0.009 0.000
NFIR  — market structure (LHHI) 0.000 0.884 -0.001 0.185 0.966 0.000 0.726 0.001 0.000
LIDY  — market structure (LHHI) 0.000 0.795 -0.002 0.00 0.447 0.000 0.494  -0.001 0.027
CR — market structure (LHHI) 0.006 0.137 -0.026  0.004 0.083 -0.026 0.745 -0.030 0.000
CAP — market structure (LHHI) 0.001 0.457 0.022 0.001 0.013 0.002 0.020 0.000
GDP — market structure (LHHI) 0.812 0.000 0.043 0.000 1416  0.000 -0.078  0.000
INF — market structure (LHHI) -0.01 0.003  -0.143 0 0. 0.000 -0.003 0.745 -0.028 0.158
Panel-B  (MonY) C. =
LHHI  — operational performance(ROA) -0.705  0.109 -15 'JO.QM.. 055;\ 0973 1230 0.000 1.904 0418 -0.268 0.004
Panel-C  (XonY) & _? 74 ,%-
BSTA  — operational performance(ROA) 0.247 0.405 0.986  -0.26 0.213 1.575 0.584  -2.377 0.003
BSTD — operational performance ROA) -0.159 0.478 0.752 0.268 0.171 -2.082 0.476 2.009 0.015
BSOlI  — operational performance(ROA) -0.148 0.63 z 300 O 9l 132 0.714  0.107 0.063 0.674 0.192 -0.001  0.997
Escale — operational performance(ROA) -0.012 0.00 0 006 7 —O 012 0.001 -0.01 0.000 -0.006 0.058 -0.028 0.000
Escope — operational performance(ROA) -0.01 O.Mk O 0 —O 004 0483 0.001 0.265 -0.663 0.621 -0.010 0.006
NFIR  — operational performance(ROA) 0.000 fegg 0.000 0.869 0.000 0.050 0.000 0.894  -0.004 0.000
LIDY  — operational performance(ROA) 0.000 I 572 0.003 0.521 0.001 0.323 0.001 0.823  -0.004 0.008
CR — operational performance(ROA) 0.007 1 0,066 0,009 0.009 0.785 0.017 0.689 0.374  0.593 0.098 0.000
CAP — operational performance(ROA) 0. OO 7 0 5 \QJ0.0SG -0.001 0.937 0.040 0.001 0.012 0.613 0.009 0.617
GDP — operational performance(ROA) 0.0 GV_}) 1@ 0.014 2.781 0.003 0.155 0.011 0.216 0.669 0.077 0.075
INF — operational performance(ROA) 0 60" 0 055~ 0.226 0.003 0.982 0.172 0.110 -0.025 0.527 -0.148 0.029
R-sq (LHHI) 0 566 \0 558 0.392 0.334 0.976 0.770
R-sq (ROA) S, 0210 \' 0.733 0.187 0.413 0.706 0.857

NOTES: Panel -A represents the im%% on M, Panel-B states the impact of M on Y and Panel C implies X on Y respectively. Pooled samples pre

207 & post 213, Islamic bank s%

136, post 194 and conventional bank samples pre 171 & post 149.



5.3.2  Mediation Test Analysis Results of Operational Performance (ROA)

Table 5.2 shows the mediation test (Bootstrap t-test) analysis res ItWLHHI
between M&As and operational performance (ROA) for pooled, Islami g@nventional
banks. The results suggest certain specific factors have a strong % effect in the
pooled, Islamic and conventional banks samples. Accordingly, in&mples and pre-
M&As scenario, bank size (total assets), financial interme 'arWeconomies of scope),
control variables namely GDP and inflation show stron ation e@athe Bootstrap
t-test is statistically significant. In post M&As scen@k size (tota e?os‘,‘i}'s%“zﬁnancial

: -\

intermediary roles (economies of scale and economi scope), contfol vanj;ables, namely
v

Cts. Q\Y’

pre&&As scenario, market

r@&ionship between M&As,

liquidity, capitalization and inflation, show strong rpedi

For the Islamic and conventional %‘nples

structure (LHHI) does not show any jation e \B~Q

and operational performance (RO%hen

any significance among the vactiables: In ‘ 0S M&@enario, market structure affects
al

the relationship of M&A% perati‘g
conventional banks.&glly, lpe

M&ASs scenario t

>
-

>
—_
=
D

N
Its q@ootstrap t-test do not show
&

r‘I(gr ce in post M&As for Islamic and
&
ts of é/ market structure can be seen in post

Iready fo i 'the esults. Few variables of Islamic banks show
]

strong mediatiomyeffects, which a co@aratively lower than conventional banks. Bank
size (BS financia erlf\ediaqy role (Escale) and control variables namely
capitalK and GDP show shg?g; mediation effects. On the contrary, in the case of
co%ﬂal banks, bank size (BSTA & BSTD), financial intermediary role (Escale), non-
@al intermediary role (NFIR), control variables namely capitalization and inflation,

show strong mediation effects since the Bootstrap t-test results are statistically significant.
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8.1

Table 5.2: Mediation Test Analysis Results of Operational Perjo\ﬂance (ROA)

Pooled Islamic Banks Jon” Conventional banks
Pre M&A Post M&A Pre M&A post - pre M&A post M&A
Bootst Mediati Bootst Mediati Bootst Mediati Bootst _ Mediati Bootst Mediati Bootst Mediati
rap on rap on rap on rap n rap on rap on
t-stats Role t-stats Role t-stats Role t-stats % Role t-stats Role t-stats Role
BSTA — LHHI — 2.50 support  0.720 not 0.010 not -1.3 not 0.160 not -1.710  support
ROA support support W support support
BSTD — LHHI —  -0.500 not -1.800  support  0.270 not 4 ' not -0.340 not 1.580  support
ROA support suppor; support support
BSOl — LHHI — -0.390 not 1.360 not -0.490 not .6 .\&prt 1.230 not -0.190 not
ROA support support supp \T support support
Escale —» LHHI —  -5.400 support -3.070 support -3.000 s -3.040 stpﬁF? -1.160 not -4.170  support
ROA P ¢ X support
Escope — LHHI -0.610 not 2.310  support  -0.670 \& %J/bt -1.970  support  -1.520 not
— ROA support S orb\ ,é%upport support
NFIR — LHHI — 0.070 not 0.450 not 0.30((0 not 3 ZOQ not -0.020 not -2.410  support
ROA support support \ support O support support
LIDY — LHHI — 0.290 not -2.750  support 730 160 not 0.460 not -2.480  support
ROA support ;‘J%fg A support support
CR — LHHI — 0.410 not 0.950 not 0 4 QCQ}GZO not 1.030 not 4.070  support
ROA support suppor\ su ortiq support support
CAP — LHHI — 0.410 not 3.990  supp 0. not <* 3.400 support  -0.270 not 0.570 not
ROA support %' I bj HE@ support support
GDP — LHHI — 2.560 support -1.260 h 1.260 P 3.520 support  -0.720 not 1.160 not
ROA suppert ort support support
INF — LHHI — 1900 support -2.270 po@lo ~\bnot 0.850 not -0.370 not -1.780  support
ROA & - ,{qupport support support
NOTES: *,**,*** statistically significant at 10%, %ﬂgd %, Haiy et al‘_b}me,) recommends for the t-value 1.96, p<0.05 for the mediation effects, thus,
this study will be selecting the one with a hig] %ﬂen ley (d.L :0 0.01). The null hypothesis will be rejected if the t-value exceeds 1.96 (at
p<0.05), i.e., there is no mediating/indirect e% ee:n he det nﬁgﬁfs of M&As and bank’s operational performance (ROA).
2% 5
&
~

2\
N
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5321 Summary of the Findings
Table 5.3 implies the summary of findings for operational performaKRr pooled
samples, Islamic banks and conventional banks. Interestingly, in pre scenario,

market structure (LHHI) does not show any mediation effects on the_relationship between

M&As and operational performance (ROA) of Islamic and co
other hand, in the post M&As scenario, market struc rveicantly impacts the

operational performance of Islamic and conventional b '

In pooled samples, bank size shows comple %medla one c't a)@"medlary

role (financial), namely economies of scale, posit indigect mgd [o] whlle;zeconomles of

scope show complementary mediation effects. corg\l ont é\varlables namely

bank-specific and macroeconomics, als@mflca |at|(8~ﬂects.

While for the Islamic and ventloE\'baW le, bank size shows
complementary mediation eﬁect&%mlcﬁnd entl@l banks. Intermediary roles

(financial & non-financial) d me jatio {}ects for Islamic banks, while it

(intermediary roles) does%c mplementa }Aecv on effects for conventional banks.
Control variab amelyl = pecnﬁ{sg-(/arlables (liquidity, credit risk and

&

ilabl(}GDP & inflation) show significant impact

capitalization) an roe ono
(complement itive md&ect only mediation effects) on operational
performa w resufs rt re\search hypothesis 7; the mediation role of market

struct HI) has a S|gn|f“c(§3t impact on the relationship between M&As and

g%l performance for Islamic and conventional banks.
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Table 5.3: Summary of Findings of Operational Performance for Pooled, Islamic a

nventional Banks in Pre and Post

M&ASs
Pre M&As Post M&As Pre M&As Pre ﬁ&s Post M&As Post M&As
Path Coefficient pooled pooled IB IB CB
Mediating Role Mediating Role | Mediating Role I\%'ng Role Mediating Role Mediating Role
BSTA — LHHI — ROA Indlre_ct _only No- eff_ec’g non- No- eff_ec'g non- No- _ec'g non- No- eff_ec'g non- Complgmgntary
mediation mediation mediation ediation mediation mediation
BSTD — LHHI — ROA Indlre_ct _only Complgm_entary No- effect non- - e ec'g non- No- eff_ec'g non- Complgmgntary
mediation mediation mediation mediation
No- effect non- Complementary | No- effect non- nen Complementary Indirect only
BSOI — LHHI — ROA mediation mediation i nbg mediation mediation
Escale — LHHI — ROA Direct .on_ly no Indlrept pnly L Ton- Direct _on.ly no Comple_mfentary
mediation mediation mediation mediation
Escope — LHHI — ROA No- eﬁect_ non- Complgmgntary 0-€e éQl' non- No- eff_ec'g non- Comple_mgntary
mediation mediation mediation mediation mediation
NEIR — LHHI — ROA No- eff_ect_ non- No- eff.ec'g non- ect N ﬁeff_ec'g non- D|rect_0n_ly no Comple_mfentary
mediation mediation ed@{\o’s ediation mediation mediation
LIDY — LHHI — ROA No- effgct_ non- Indlrept pnly ,)No— e (Sf No- eff_ec'g non- No- eff_ec'g non- Compet!tlve
mediation mediation m (_} mediation mediation mediation
No- effect non- Complemen(% No- effegt non/2=" No- effect non- Indirect only Complementary
CR — LHHI — ROA mediation mediati&\ MonA% mediation mediation mediation
CAP — LHHI — ROA No- eff.ect_ non- Comp 0 gct - No- eff_ec’g non- Comple_mgntary Indlre_ct _only
mediation iati ediat mediation mediation mediation
GDP — LHHI — ROA Comple_mgntary Com . .ntar g - eff 'gnon— No- eff_ec’g non- Compet!tlve Comple_mgntary
mediation ﬁila IQ(?D\ megiation mediation mediation mediation
Competitive % ct anly N ectnon-  No- effect non- Complementary Direct only no
INF — LHHI — ROA mediation &, mediation™~", | (mediation mediation mediation mediation

N
)

&
s
S

RS

(.-)



5.3.3  Mediation (LHHI) effects in between M&As and Bank Stability (Zscore)
Table 5.4 displays the mediation effects of LHHI on the relatio{RBetween

M&As and bank stability (Zscore) for pooled samples, Islamic banks, ‘@nventional
arl

banks. Based on the findings, it is observed that LHHI mediates (% 1al mediation;

complementary & competitive and full mediation; indirect only)

and bank stability (Zscore). Y'

ionship of M&As

With the pooled sample, in pre-M&As, marke ture ( I) does not show
mediation effects on the relationship between M&A Zscore. ' ’c;i’"
|
In post M&As, the R-sq of LHHI & Zscore is & 0,7 r pectwg#y Bank size

(BSTD) shows indirect only mediation w Ie BSOI g{r omp é@f&" tary mediation

effects. Financial intermediary roles ( Escope ﬁlementary mediation

effects. ?

Control variables namely i G[ﬂ’ show eom |ve mediation effects, credit
risk & capitalization imply c nt \H%g; ts. In contrast, inflation shows
indirect only mediation % f LH L;el ionship between M&As and bank
stability (Zscore). Tr@hatlop r\onshlp shown in the diagram as per Appendix
Figure B1.1.

g \ .

N
l (.J
Besides t, Isl¥n a ple pre-M&As, it is found that market structure

(LHHI) d: edlatJe' cté, hel@e the results are left undiscussed.

&As, R-sq of LI—TP(;P& ROA is 0.334 & 0.879 respectively. The posits that

thu@atory variables explain the variance of LHHI & ROA. Bank size (BSTA &

@ show competitive mediation effects bank size be (BSOI) suggest the direct only

mediation. Intermediary role (financial and non-financial) does not have any mediation
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effects. Control variables namely credit risk and GDP imply competitive mediation effects

while Inflation shows complementary mediation effects. These mediation re@os are

shown in the diagram as per Appendix Figure B1.2. (')
=

With the presence of conventional banks samples, in pre-M&iesi

(LHHI) does not mediation and hance the results are left undlsc herefore, it seems

rket structure

that in pre-M&As of Islamic and conventional banks, ma ethre (LHHI) does not
mediate the relationship between M&As and bank stabili

In post-M&As, R-sq of LHHI & Zscore is 0.7 947 respectively, \&Kﬁ means
that the explanatory variables explain the variance HHI & RO Comgeratlvely, the

R-sq of LHHI and Zscore of post-M&As of% tio \ks are Qz@. incredible than
Islamic banks. These further imply that@er the f Ré’,xthe better the model

fit. a
S
Bank size (BSTA, BST BS(ﬂ) d nstrq{é’ indirect only mediation.
Intermediary roles, namely e S T!%: nd non-financial intermediary
roles (NFIR), imply in ediati v%g,czale economies of scope (Escope)
indicates complemen edlaw S. é—’
Control vari s n er ity a@apltallzatlon show competitive mediation

effects, Whl| rlsk md,;@gt only mediation effects and GDP implies
complem wedlatl onlgffects o HI on the relationship between M&As and bank
stabili ;re). Surprlsmgly\(a?l variables except inflation show mediation effects

d full), and they are significantly more significant than Islamic banks. These

ediation relationships are shown in the diagram as per Appendix Figure B1.2.
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Table 5.4: Statistically Significant Value (The Structural Model) of Bank Stabilit %{Ro.rve) for the Pooled, Islamic, and

Conventional Banks

A
Pooled Islamic bahk Conventional bank
Pre M&A Post M&A Pre M&A v* Post M&A Pre M&A Post M&A
Panel-A (Xon M) Coef. p Coef. p Coef. 3y Coef. p Coef. p Coef. p
BSTA  — marketstructure(LHHI) ~ -0.152  0.000  -0.098  0.323 0.014 .1 0.005 0.097 0620 0139 1.103  0.000
BSTD — market structure(LHHI) ~ 0.074  0.013  0.155  0.104  -0.029 .o 3 -0.027 0103  -0.627  0.139 -0.838  0.000
BSOI — market structure(LHHI) ~ 0.049  0.105  -0.120  0.000 o 012 110/ -0012 0027 0017 0787 -0.161  0.000
Escale ~ — marketstructure(LHHI) ~ 0.000  0.170  -0.003  0.004 ooo 0.342  0.000 0502 0.005  0.000
Escope  — marketstructure(LHHI) ~ 0.000  0.893  -0.003  0.000 ygos o‘bc@r 0368  0.012  0.927 0.009  0.000
NFIR — market structure(LHHI) ~ 0.000  0.781  -0.001  0.142 0979  0.000 0731 0.001  0.000
LIDY — market structure(LHHI) ~ 0.000  0.781  -0.002  0.003 0490  0.000 0453 -0.001 0.011
CR — market structure(LHHI) ~ 0.006  0.070  -0.026  0.006 Wo \ 1024 oo7 0011  -0.026 0731 -0.030  0.000
CAP — market structure(LHHI) ~ 0.001 0419  0.022 0. 000\, 0. oo 0 001 0224 0013  0.001 0.020 0.000
GDP — market structure(LHHI) ~ 0.812  0.000 0043 0 oﬁ,) -0. 0. oag -0.075 0.000 1416  0.000 -0.078  0.000
INF — market structure(LHHI) ~ -0.009  0.409  -0.143 oﬁbg 10.008 0078 0054 0000 -0.003 0749 -0.028  0.143
Panel-B (MonY) C. “oY AN
LHHI — Bank Stability(Zscore) 4295  0.051 1216 “\0.080 , 10947 ~0.054 -4527 0.003 3932 0345 1559  0.003
Panel-C (X onY) ‘é 4 4‘%"
BSTA  — Bank Stability(Zscore) 6.155  0.016 4. 726\" w}\g 0198 15546 0002 3252  0.398 11.951 0.144
BSTD — Bank Stability(Zscore) ~ -4.754  0.043  -1.1 EG? 5235 0.274 -13.48 0.001  -4299 0263 -6.490  0.407
BSOI — Bank Stability(Zscore) 2.860  0.050 15 ; 0015 -0.837 0479 1392 0210 -2.787 0.124
Escale  — Bank Stability(Zscore) ~ -0.103  0.001 . -O. % 127 0.019 -0.163 0.000 -0.012 0194 0.005 0.906
Escope  — Bank Stability(Zscore) ~ -0.031  0.222 \Q 096| \o -o 019 0489 0.005 0405 -1.369 0583 -0.095 0.007
NFIR — Bank Stability(Zscore) ~ -0.002 0. 59@ 69 \ -0.001 0902 -0.005 0346 0000 0926 0014 0.184
LIDY — Bank Stability(Zscore) 0.007 0. 043 0.021 0.722 0.020 0208 0.002 0739 0.039  0.007
CR — Bank Stability(Zscore) 0.188 % -}.4 0@93 0.129 0.696 -1.491 0.001 0771  0.498 -0.174  0.397
CAP — Bank Stability(Zscore) 0.965 %U 2038 2000 0.903 0.000 1270 0.000 2.091  0.000 1.200  0.000
GDP — Bank Stability(Zscore) ~ -15.113 <Qp16 612 003  -12292 0154 -2.260 0.085 0446  0.697 -0.699  0.093
INF — Bank Stability(Zscore) 1.144A0.217 01296570834  -1.825 0357 -3.675 0.054 -0.052 0528 0984 0.111
R-sq (LHHI) 0.562 0.392 0.334 0.976 0.770

R-sq (Z-score)

0.762

0.803

0.879

0.996

0.947

NOTES: Panel -A represents t

207 & post 213, Islamic bank s

re-136, post 194 and conventional bank samples pre 171 & post 149.

'egge
2
@%f X on M, Panel-B states the impact of M on Y and Panel C implies X on Y respectively. Pooled samples pre



5.3.4  Analysis of Mediation Test Results of Bank Stability (Zscore)

Table 5.5 shows the mediation test (Bootstrap t-test) analysis reS@HHI
between M&As and bank stability (Zscore) for pooled, Islamic and (ﬁk nal banks.
The results suggest that certain factors have a strong mediation effect.in the pooled, Islamic
banks and conventional banks samples. \,

Accordingly, in pooled samples and pre-M&As sce ariWket structure (LHHI)

does not show mediation effects and hence the results undis u!sed hile, in post

M&As scenario, bank size (total assets & operating income), financi iriteF ‘&i"ary role
SN
(economies of scale and economies of scope), trol variabl nanqely liquidity,
Y
Xariablaxng show strong

&

@M&As scenario, market
N,

capitalization, and credit risk along with the jnacr ecog\o

mediation effects as Bootstrap t-test is stati y signifi
With the Islamic and conventional banks sa \1'ea,

structure (LHHI) does not show iatiof effe son t lationship between M&As

&
and bank stability (Zscore). bv\s[he ’ ts of B(§\t‘fapping t-test do not show any

significance among the vaki ' l 0
4 &
In the post M cenar'o, size al assets & total deposits), financial
intermediary role %o ies 0 an&)(@ntrol variables namely capitalization, GDP
@
4

and inflationm ng ue?i eﬁér.s.
J'n e ase

On ontrary, i

conventional banks, few variables show strong
)
mediation cts. For example,\(b?nk size does not show any strong mediation effects,

ho%financial intermediary role (economies of scope), control variables namely

@\y and capitalization show strong mediation effects since Bootstrap t-test are

statistically significant.
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Table 5.5: Mediation Test Analysis Results of Bank Stat%iﬁ%cscore)

Pooled Islamic Banks %") Conventional banks
Pre M&A post M&A Pre M&A Post Pre M&A Post M&A
Bootst Mediati Bootst Mediati Bootst Mediati Bootst diat Bootstr Mediati Bootst Mediati
rap on rap on rap on r ion ap on rap on
t-stats Role t-stats Role t-stats Role t-siﬁw Role t-stats Role t-stats Role
BSTA — LHHI — not not not

2.740  support 2.510  support  1.360 3.&0 support  0.180 1.510

Zscore support support support
B0 o LAAl= o570 support 0720 "% 0980 OUST3spol sygbort 0370 "% 00 "
score support support Re support support
BSOl — LHHI — ot not not
Zscore 1.710  support -2.150 support  2.550 su‘@ -0.790 A JF]J pbcr? 1.290 support -1.460 support
Esﬁa'e —LHHI = 5850  support -2.800 support -1.980 Rl supE)rt 1480 MOt g4 MO
score .é\ support support
Escope — LHHI — not not not
Zscore -0.770 support -5.040 support -0.6 00 support -1.300 support -2.700  support
NFIR — LHHI — -0.560 not 0.430 not Q0. '0.& not -0.030 not 0.820 not
Zscore support support support support support
LIDY — LHHI — not ' not not
Zscore 0.140 support 2.660  support QZSO support 0.430 support 2.740  support
CR — LHHI — not not not not
Zscore 0.480 support -3.350 suppo\ . -3.120 support 0.970 support -1.070 support
C';Zc;eLHHI - 4980  support  6.300 . 6.880 support 31.800 support 5.430  support
GDP — LHHI — ot not not
Zscore 2510 support  -2.1 &\ppo 0 ~zwpport -2.470  support  -1.030 support -1.330 support
INF = LHHI — 1420 "ot o not 1600 support -0530 MO 1939 Mot
Zscore support support support support

NOTES: *,** *** statistically significant at 109 / nd r‘fet (?013) recommends for the t-value 1.96, p<0.05 for the mediation effects, thus,
te

this study w111 be selecting the one with a hj 1de 5 or 0.01). The null hypothesis will be rejected if the t-value exceeds 1.96 (at
p<0.05), i.e., there is no medlatlng/mdlre@etwe

r ants of M&As and bank’s stability (Zscore).

N
)



5.34.1 Summary of the Findings

In the pre-M&As scenario, the market structure (LHHI) does not s%ﬁeaiaﬁon

effects on bank stability. While in the post M&As scenario, it dosQ@HI) shows

significant mediation effects (indirect, complementary and competitive mediation effects).
Bank size implies competitive mediation effects that is further supported by Bootstrap t-
test. At the same time, although it shows indirect mediatio efWﬂor conventional bank
but does not support by Bootstrapping t-test. Intermedi sdon tLho ny mediation

effects for Islamic banks. Comparatively, the flnz@terme iary (e@)ﬁﬁmies of
-\

scope) posits complementary mediation effects tis ju he suppgrted by the

Bootstrapping t-test. T
Control variables namely ban varla liquidity, credit risk and
capitalization) and macro-economic Ies (g‘vﬂ |p1\1}~show significant impact
(complementary, competitive & onIQ me @cts) on bank stability. The
results support research hypot 4 th lation ro market structure (LHHI) has a
significant impact on t?‘%t nshi e’%et}?{ N&As and stability for Islamic and
c‘jf

conventional banks |

..5"

2.9
/ *
"u):$

&’

&
$
S
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Table 5.6: Summary of Findings for Bank Stability in Pre %m#g; M&As

Post M&As Pre M&As PostM&As Pre M&As Post M&As
Path Coefficient Pre M&As pooled pooled IB CB CB
Mediating Role  Mediating Role  Mediating Role  Mégjating Role  Mediating Role  Mediating Role
Competitive Direct only no No- effects non- Competitive No- effects non- Indirect only
BSTA — LHHI — Zscore mediation mediation mediation ediation mediation mediation
BSTD — LHHI — Zscore Comp_etl_tlve Indlre_ct _only Indlre_ct _only ompet!tlve No- eff(_ect:s non- Indlre_ct _only
mediation mediation mediation ediation mediation mediation
BSOI — LHHI — Z-score Comple_m_entary Complgm_entary Direct _on_l ndire _only No- eff(_ect_s non- Indlre_ct _only
mediation mediation mediation tio mediation mediation
Escale — LHHI — Zscore Direct .on_ly no Complgmgntary Direct onlyno Dir ;‘on&%x No- eff(_ect§ non- Indlre_ct _only
mediation mediation me ediatio mediation mediation
No- effects non- Complementary No- ts*hon- & effecfs non- No- effects non- Complementary
Escope — LHHI — Zscore mediation mediation tion \ tion mediation mediation
No- effects non- No- effects non- n- N ects non- No- effects non- Indirect only
NFIR — LHHI — Z-score L L s L L .
mediation mediation £,mediation mediation mediation
LIDY — LHHI — Zscore No- effe;ctrs non- Compet!tlve \Q ffect§ n - effe_:ct_s non- No- eff(_act_s non- Compet!tlve
mediation mediation m rx/ &\ mediation mediation mediation
CR — LHHI — Z-score Indlre_ct _onIy Complejmgntar c’ ) In . c} Compet!tlve No- eff(_act_s non- Indlre_ct _only
mediation mediation ediation %%. mediation mediation mediation
Direct only no Complemenw C lement Direct only no No- effects non- Competitive
CAP — LHHI — Z-score mediation mediati l mediati R mediation mediation mediation
GDP — LHHI — Z-score Competl_tlve Co ) tthe | |[e%§y Compet!tlve No- eff(_ect:s non- Complgmgntary
mediation me 2 iation mediation mediation mediation
No- effects non- i Indirect only Complementary No- effects non- No- effects non-
INF — LHHI — Z-score - . - L L
mediation t iation mediation mediation mediation

\

N
S

S
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%dgs io@ )
L \ &

|
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5.4 Part -B: Market Structure Based on the Measurement of Concentration Ratio

(CR3) \q
This section represents the market structure based on the meai%ut of CR3.

Statistically significant values (the structural model) of the mediation results for operational
performances (ROA) are as per Table 5.7, the Bootstrap t-test r%&lported in Table
5.8, and summary of the findings is reported in Table 5.9. On?ﬂlher hand, Table 5.10
implies bank stability for pre and post M&As, Table plies Aotst p t-test while

Table 5.12 is the summary of the findings of Stwr pooled samp es,’ckgiﬁ?nic and

conventional banks. Several models fit criteria name N R}/I E CFI,% SRMR are
~

used as suggested by Kline (2015) and Hooper et ; (ZQ\ critgé?;how that all the
models are well fit (see Table 5.9). \G) 6&

Operational performance based@)t me \qunt }f{\é&urn on assets (ROA) is
N
net i

discussed while return on equit est Q‘E?gin (NIM) are reported in

he
and”
Appendix Table B1.14 and Ta \515. t M@tition of results since the results
if ROA & NIM are consi@ﬁhe}i I

ult (31 Ing' The mediation effects of CR3 are

used (e.g., partial me M effel:ts w€,,~comp ntary, competitive and full mediation
&

effectsi.e., indire t%q,jx e iatﬁ% @(pl(a‘@he relationship between M&As and banking
¢
L) ’
re

sectors and th@ own in sgveral d@ams namely a framework of mediation analysis

results for, ed samplesTslamic hanks and conventional banks. These are reported as
N
per qu{ Figure B1.6, FiguPecal.S and Figure B1.10 respectively.

Ny

188



54.1 Mediation (CR3) Effects in between M&As and Operational Performance
(ROA) \q
Table 5.7 outlines the mediation effects of concentration rati (@3) on the
relationship between M&As and operational performance (ROA)_for pooled samples,
Islamic and conventional banks. Based on the estimation re R3 mediates the
relationship between M&As and operational performance w'

R-sq (CR3 & ROA) of the pooled sample is 0.533 0 pre% R-sq implies

variance of the CR3 and ROA that is explained by $anator var I Rnglmplles
by

-\

variance of the CR3 and ROA that is explained explanatory, arlatxtes Bank size

/z,

Y/
(total assets, total deposits & operating i%g sh \'l-rect mediation, but
y r@ﬁatlon impact, control

@) also do not show any

mediation impact. At the same tim% implies i ect, which means that GDP

&
@lp of M&As and operational

intermediary roles (financial and non-fi &D

variables, namely bank-specific vari@s

shows competitive mediatio r
elati

performance (ROA). Th%e |at|0r}
Appendix Figure B1. re B]{S igure B$710 respectively.
. & .
While in po S, R-S 3 &(‘)I@DA) of the pooled sample is 0.558 & 0.733.

’
Those imply t% a/ato rl&bk@%xplain the variance of CR3 & ROA. Bank size
VQ]co

(total de operat
o)

intermediary®role specially finanCial show mediation effect while the non-financial

Lls'kligbare shown in the diagram as per

shows complementary mediation effects, and

in ry role does not show any mediation effect. Economies of scope show
itive mediation effects. Control variables, namely bank-specific variables, liquidity

and credit risk, and macroeconomic variables, namely GDP and inflation, are statistically
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mediation effects. Meaning that liquidity and inflation show indirect mediation, whereas
CR and GDP show complementary mediation effects. At the 