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Abstract

This study evaluates the financial performance of the State Bank of India (SBI) following
significant mergers in the Indian banking sector, focusing on key financial metrics and market
positioning. Given the increasing trend of mergers and acquisitions (M&As) in the banking
industry, understanding their impact on a major institution like SBI is crucial for stakeholders,
including regulators, policymakers, and investors. The research employs a quantitative
approach, analysing financial data before and after the major mergers involving SBI, including
its merger with five associate banks in 2017. Key performance indicators such as Return on
Assets (ROA), Return on Equity (ROE), Net Interest Margin (NIM), Cost-to-Income Ratio,
and Non-Performing Assets (NPAs), Credit-Deposit Ratio, Operating Profit Margin, Net Profit
Margin, Loan-to-Asset Ratio, Earnings Per Share, Price-to-Earnings Ratio, Book Value per
Share, Liquidity Coverage Ratio, etc., are examined to assess the changes in operational
efficiency, profitability, and asset quality. The findings reveal that the mergers have
significantly influenced SBI's financial performance, resulting in improved profitability ratios
and enhanced market positioning. However, challenges related to managing NPAs and
integrating diverse operational cultures were also identified. The study concludes with strategic
recommendations for SBI and other banking institutions to optimize their M&A strategies,
highlighting the importance of post-merger integration and aligning operational practices to
sustain financial performance.

This research contributes to the existing literature on banking M&As in India and offers
insights into the critical factors influencing the success of consolidation efforts in enhancing
financial performance and shareholder value. By focusing on SBI, the study aims to provide a
comprehensive understanding of the financial dynamics of large public sector banks in a
rapidly evolving banking landscape.
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1. INTRODUCTION

The Indian banking sector has wundergone significant
transformation in recent years, driven by a wave of mergers and
acquisitions (M&As) aimed at enhancing operational
efficiency, market competitiveness, and financial stability.
Among the most notable players in this landscape is the State
Bank of India (SBI), the country's largest public sector bank.
SBI's strategic mergers, particularly with its five associate
banks, have reshaped its operational framework and
competitive positioning in the market. This study seeks to
evaluate the financial performance of SBI following these
major mergers, focusing on key financial metrics that indicate
the bank's operational effectiveness and profitability. By

Return on Equity (ROE), Net Interest Margin (NIM), Cost-to-
Income Ratio, and Non-Performing Assets (NPAs), this
research aims to provide insights into the impacts of
consolidation on SBI's financial health. Furthermore, this
evaluation extends to the bank's market positioning post-
merger, assessing changes in market capitalisation, customer
base, and competitive advantages. As the banking landscape
continues to evolve, understanding the financial implications of
these mergers is essential for stakeholders, including
policymakers, investors, and regulators. This study contributes
to the existing literature by highlighting the financial dynamics
of SBI in the context of M&As, offering valuable insights for
future strategic decisions in the Indian banking sector.

examining critical indicators such as Return on Assets (ROA),

Table 1: An overview of SBI mergers

Year Merged Bank/Entity Details Outcome
Nationalized to form the State Bank of . ., . .
1955 Imperial Bank of India India (SBI) under the State Bank of Formation of SBI as India’s largest nationalized

bank.

India Act, 1955.
Formation of SBI's Associate Eight princely state banks became Created SBI’s associate banks: SBBJ, SBH, SBM,
1959 Banks subsidiaries of SBI under the State SBP, SBT, Saurashtra, Indore, and Bharatiya
Bank of India (Subsidiary Banks) Act. Mahila Bank.
First associate bank to be merged with R ) .
2008 State Bank of Saurashtra SBI. Smooth merger due to common IT SBI’s network expanded, operational costs reduced
by closing redundant branches
systems and cultures.
2010 State Bank of Indore Second associate bank merger with SBI Further consollfiatlon; helped reduce (_)peranonal
redundancies and increased efficiency.
1. State Bank of Bikaner and
Jaipur (SBBJ)

2. State Bank of Hyderabad (SBH)
3. State Bank of Mysore (SBM)
4. State Bank of Patiala (SBP)

5. State Bank of Travancore
(SBT)

6. Bharatiya Mahila Bank (BMB

Source: SBI official website)

Final consolidation of all remaining
associate banks and BMB with SBI,
creating a unified entity.

Created one of the largest banking networks
globally; enhanced operational efficiency, digital
banking, and scale.

2017

Table 2: Table-wise analysis of the merger

Category Details
Merger Date April 1,2017
1. State Bank of Bikaner and Jaipur (SBBJ)
2. State Bank of Hyderabad (SBH)
Entities Merged 3. State Bank of Mysore (SBM)

4. State Bank of Patiala (SBP)
5. State Bank of Travancore (SBT)
6. Bharatiya Mahila Bank (BMB)
To create a unified and larger banking entity to enhance operational efficiency and competitiveness
1. Economies of scale
2. Improved capital base
3. Reduced operational costs
4. Enhanced reach and digital banking services
Largest public sector bank in India
1. Rank: Among the top 50 banks globally by assets
2. Market Share: ~23-25% share of the Indian banking system
Total branches: Over 24,000 globally
Branches in India: Over 22,000
ATM network: Over 58,000
Combined workforce of about 2.77 lakh employees
~500 million customers
Over 226 trillion
Over 18 trillion
1. Integration of technology platforms
2. Cultural and operational integration
3. Employee-related concerns and redundancies

Purpose of Merger

Objective

Pre-Merger SBI Position

Post-Merger SBI Position

Impact on Branch Network

Employee Count
Customer Base
Deposit Base
Loan Portfolio

Challenges Faced
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4. Rationalization of branches

Cost Savings Expected

Reduction in cost-to-income ratio due to elimination of redundant infrastructure and personnel

1. Strengthen public sector banks

Government’s Objective

2. Create a globally competitive Indian banking entity

1. Improved digital banking capabilities

Digital and Technological Impact

2. Adoption of advanced analytics and digital innovations

Shareholder Impact

Associate bank shareholders received shares in SBI in predefined swap ratios

Table 1 and 2 gave an over view of SBI merger. Merger of
State Bank of India (SBI) with its associate banks (State Bank
of Bikaner and Jaipur, State Bank of Hyderabad, State Bank of
Mysore, State Bank of Patiala, and State Bank of Travancore)
and Bharatiya Mahila Bank (BMB) in 2017 marked a
significant transformation in the Indian banking landscape. The
merger aimed to consolidate resources, improve operational
efficiency, and strengthen the overall financial position of SBI.
It was part of a broader initiative by the Indian government to
create larger, more robust public sector banks to enhance their
competitiveness and resilience. Merger made SBI one of the
largest banks in the world by assets, significantly increasing its
market share in India. Post-merger, SBI controlled about 23-
25% of the Indian banking market. The merger prompted a
focus on digital banking solutions, improving technology
integration among the merged entities. This led to enhanced
digital services and customer experience, catering to the
growing demand for online banking. Integrating different
organizational cultures posed challenges, including employee
redundancies and operational integration issues. SBI had to
manage these challenges to ensure a smooth transition and
maintain employee morale. The SBI merger was a pivotal
moment in the Indian banking sector, aimed at creating a more
robust financial institution capable of competing on a global
scale. While it led to several advantages, including increased
efficiency and a larger market presence, it also required careful
management of integration challenges to ensure long-term
success. Overall, the merger significantly enhanced SBI's
capability to serve its customers and contribute to India's
economic development.

This paper assesses the impact of merger on financial
performance. After the merger in April 2017, State Bank of
India (SBI) showcased notable financial performance, reflecting
the benefits of consolidation. By FY2021-22, SBI reported a
significant increase in its total assets, surpassing 43 trillion,
making it one of the largest banks globally. The merger
enhanced its net profit, which jumped to ¥31,676 crores in
FY2021-22, shows the improved profitability. The bank's Gross
Non-Performing Assets (GNPA) ratio also decreased, reflecting
better asset quality management post-merger. Moreover, SBI's
consolidated net interest income rose to %1.18 lakh crore, aided
by a diversified loan portfolio and increased deposits, which
exceeded 37 trillion. Overall, the merger significantly
strengthened SBI's financial health, positioning it as a more
formidable player in the banking sector with improved
operational efficiencies and a robust balance sheet. There is a
change in bank market positioning and competitive advantages
following the merger. Following the merger of State Bank of
India (SBI) with its associate banks in 2017, the bank
experienced significant changes in its market positioning and

competitive advantage. The consolidation resulted in SBI
becoming one of the largest banks in the world by assets,
significantly enhancing its market share to approximately 23-
25% of the Indian banking sector. This increased scale allowed
SBI to achieve economies of scale, reducing operational costs
and improving profitability. The merger also diversified its
customer base, with access to a broader demographic, which
strengthened its cross-selling opportunities for various financial
products. Furthermore, the enhanced branch and ATM network
provided greater accessibility for customers, reinforcing SBI's
brand presence in both urban and rural areas. By leveraging its
improved digital banking capabilities and operational
efficiencies, SBI gained a competitive advantage over private
and foreign banks, positioning itself as a leader in innovation
and customer service in the Indian banking landscape.

2. LITERATURE REVIEW

Gupta, P., & Banerjee, N. (2021) evaluates the performance of
Indian banks post-merger, using financial metrics such as
Return on Assets (ROA), Non-Performing Assets (NPAs), and
profitability. It specifically highlights the SBI merger. Mergers
led to increased profitability and market share, although cost
efficiency remains a challenge. Berger, A. N., & Humphrey, D.
B. (1992) explore the efficiency and performance impacts of
merger in the banking industry and emphasizes on how merger
and acquisition led to improved performance in terms of ROA
and ROE.

Bhattacharyya, A. (2014) compares the financial performance
of public and private sector banks during the post-merger
period. The study highlights that public sector banks often face
unique challenges and that can affect their financial
performance and market positioning differently that their
private counterparties. Kaur, R., & Kumar, P. (2018) evaluates
the financial performance of Indian banks post-merger,
focusing on key metrics such as ROA, ROE, NIM, and NPAs.
The findings suggest a generally positive impact of mergers on
financial performance of the bank. KPMG (2016) discusses
strategic market positioning post-merger and how banks can
leverage mergers to enhance their market share and customer
base. It provides insights into the strategic considerations SBI
might employ to strengthen its position in the competitive
banking landscape. Pani, A. K., & Sahu S. (2020) identifies the
challenges faced during the integration phase of bank mergers
Ghosh, S. (2007) focuses on the importance of identifying and
realizing synergies in bank mergers. Das, A., & Ghosh, S.
(2008) analyses specific financial performance metrics before
and after mergers, emphasizing the relevance of ROA, ROE,
and NPAs in evaluating success. Dutta, S., & Mukherjee, A.
(2018) examines how customer perceptions of mergers can
influence the market positioning of banks. It provides insights
into SBI's branding and customer retention strategies post-
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merger, which are essential for maintaining competitive
advantage. Pandey, I. M. (2009) evaluating financial
performance post-merger, including the calculation of key
ratios. It serves as a methodological reference for assessing
SBI's financial metrics post-merger. Rao, P. V., & Kumar, S. R.
(2015) provides empirical evidence on the comparative
financial performance of banks before and after mergers. It
highlights how mergers have affected key financial ratios and
discusses implications for banks like SBI.

Bhatia, A., & Mahajan, A. (2018) analysed the effects of the
SBI merger on key financial metrics such as ROA, ROE, and
NPAs. The merger led to a positive impact on profitability and
operational efficiency. Kumar, S., & Singh, M. (2019) found an
improvement in Net Interest Margin (NIM) and profitability,
but cost efficiency decreased slightly. The impact on market
share was significant. Malhotra, R. (2020) find out that the
merger positively impacted SBI's profitability and branch
network. However, initial integration costs resulted in a
temporary increase in the cost-to-income ratio. The SBI merger
strengthened the bank's market positioning but required
efficient cost management strategies. Singh, R., & Vohra, P.
(2018) found that SBI’s market share in both deposits and
advances grew significantly post-merger. The branch network
and customer base also expanded. Reddy, Y., & Rao, S. (2019)
compared public and private banks and found that public banks
like SBI saw an increase in market share and operational
efficiency post-merger.

Research Gap

Despite the growing body of literature on mergers and
acquisitions (M&As) in the banking sector, there remains a
significant research gap specifically concerning the
comprehensive evaluation of the financial performance of large
public sector banks like the State Bank of India (SBI) following
substantial merger events. While various studies have explored
the general implications of M&As on financial performance,
several key areas have been insufficiently addressed. Much of
the existing research primarily concentrates on private sector
banks or global banking entities, overlooking the unique
dynamics and challenges faced by public sector banks in India.
Given SBI's prominent position in the Indian banking
landscape, a detailed analysis of its post-merger financial
performance is necessary to understand the specific impact of
M&As in this context. Previous research has often utilized
broad financial metrics to evaluate performance, failing to delve
into more granular indicators such as Non-Performing Assets
(NPAs), Cost-to-Income Ratio, and Net Interest Margin (NIM),
Credit Deposit Ratio, Operating Profit Margin, Net Profit
Margin, Loan-to-Asset Ratio, Earnings Per Share, Price-to-
Earnings Ratio, Book Value per Share, Liquidity Coverage
Ratio etc. A focused investigation of these specific metrics can
provide deeper insights into how M&As affect operational
efficiency and risk management. Addressing these research
gaps is essential for providing a holistic understanding of the
financial performance of SBI on pre and post-merger.

As a result of the gaps identified the following Hypotheses
were developed:

H1: The merger of SBI with its associate banks has led to a
significant improvement in key financial performance
indicators such as Return on Assets (ROA), Return on Equity
(ROE), and profitability.

H2: Post-merger, SBI’s market positioning in terms of deposits
and advances has significantly strengthened, leading to
increased market share and customer base.

H3: The merger of SBI has resulted in improved operational
efficiency, evidenced by reductions in the cost-to-income ratio
and improved net interest margin (NIM).

H4: The merger of SBI has contributed to a reduction in Non-
Performing Assets (NPAs) as a percentage of total assets,
indicating improved risk management and asset quality.

HS: Bank mergers, including the SBI merger, initially lead to
an increase in the cost-to-income ratio due to integration costs.
H6: The increase in the credit deposit ratio post-merger is
accompanied by a more balanced growth between lending and
deposit activities.

H7: The operating profit margin of banks shows a significant
increase post-merger as a result of expanded operational scale
and improved cost management.

H8: The loan-to-asset ratio of merged banks, particularly public
sector banks like SBI, increases post-merger, indicating a more
aggressive lending strategy.

H9: The Price-to-Earnings (P/E) ratio of merged banks like SBI
experiences volatility in the short term but stabilizes at a higher
level in the long term as profitability expectations improve.
H10: The book value per share for banks, especially SBI,
increases post-merger due to a strengthened balance sheet and
expanded asset base.

Problem Statement

The Indian banking sector has witnessed a significant wave of
mergers and acquisitions (M&As) in recent years, driven by the
need for consolidation, operational efficiency, and enhanced
competitiveness in a rapidly evolving financial landscape.
Among the key players, the State Bank of India (SBI) has
undergone substantial transformations following its mergers
with five associate banks in 2017 and its recent consolidation
with HDFC Ltd. While these mergers are expected to yield
synergies and improve financial performance, there is a lack of
comprehensive empirical evidence assessing their actual impact
on SBI's financial metrics and market positioning. Specifically,
the problem lies in the limited understanding of how these
merger activities have influenced SBI's operational efficiency,
profitability, and overall market competitiveness. Existing
literature primarily focuses on private sector banks or short-
term performance outcomes, often neglecting the long-term
implications and the unique challenges faced by public sector
banks like SBI. Furthermore, the analysis of key financial
indicators such as Return on Assets (ROA), Return on Equity
(ROE), Net Interest Margin (NIM), and the management of
Non-Performing  Assets (NPAs) post-merger remains
underexplored.

This study aims to fill this gap by systematically evaluating
SBI's financial performance following its mergers, focusing on
key financial metrics and their implications for market
positioning. By doing so, it seeks to address the critical question
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of whether the mergers have led to enhanced operational
efficiency and profitability, and how these factors contribute to
SBI's strategic positioning within the Indian banking sector.

3. METHODOLOGY

This study employs a quantitative research methodology to
evaluate the financial performance of the State Bank of India
(SBI) post-merger. Financial data will be collected from
reliable sources, including SBI’s annual reports, financial
statements, and regulatory filings from the Reserve Bank of

The study will focus on several key financial metrics to
evaluate SBI’s performance, including ROA, ROE, NIM, cost-
to-income ratios, NPAs etc. Descriptive Statistics, Comparative
analysis and Trend analysis were used to analyse the data.

Period of the study:

The study focuses on a time frame that includes pre-merger (3
years prior) and post-merger (3 years after) periods for the
significant mergers involving SBI, specifically the merger with
five associate banks in 2017.

India (RBI). Additionally, industry reports and academic
journals will be reviewed to gather contextual information 4.
about the mergers and their implications on the banking sector.

DATA ANALYSIS AND DISCUSSION

Table 3: Key Financial Metrics.

Key Financial Metric 2016-17 (Pre-Merger) 2021-22 (Post-Merger) % Change
Net Interest Margin (NIM) 2.79% 3.19% +14.34%
Cost-to-Income Ratio 53.3% 50.3% -5.63%
Return on Assets (ROA) 0.41% 0.67% +63.41%
Capital Adequacy Ratio (CAR) 13.11% 13.83% +5.49%
Gross Non-Performing Assets (GNPA) 6.90% 3.97% -42.46%
Net Non-Performing Assets (NNPA) 3.71% 1.02% -72.49%
Credit Deposit Ratio 73.50% 68.98% -6.14%
Operating Profit Margin 20.30% 22.63% +11.50%
Net Profit Margin 7.35% 11.08% +50.75%
Loan-to-Asset Ratio 58.60% 53.96% -7.91%
Earnings Per Share (EPS) 313.43 334.38 +156.00%
Price-to-Earnings (P/E) Ratio 25.4 14.2 -44.09%
Book Value per Share 3228.53 3292.88 +28.15%
Liquidity Coverage Ratio (LCR) 128% 135% +5.47%

(Annual Reports of State Bank of India) Post-merger, NIM
increased, reflecting better management of interest-bearing
assets and enhanced profitability from core activities. A lower
ratio post-merger indicates improved operational efficiency,
highlighting successful cost synergies. Higher ROA post-
merger suggests SBI has used its expanded asset base more
efficiently to generate higher profits. A slight increase in CAR
shows that SBI maintained a strong capital buffer, supporting
the larger risk-weighted assets. A reduction in GNPA post-
merger reflects improved asset quality and risk management in
the merged entity. The lower NNPA ratio post-merger signifies
better provisions against bad loans, improving credit risk
management. A slightly lower ratio indicates a more
conservative lending approach relative to deposits after the
merger. Improved operating profit margin post-merger indicates
increased profitability from core operations. The higher net

profit margin post-merger reflects better overall profitability
and cost efficiencies. A lower loan-to-asset ratio shows better
diversification of the asset base, reducing risk exposure post-
merger. A significant increase in EPS post-merger shows
improved earnings per share, indicating higher profitability for

shareholders. A lower P/E ratio suggests a more realistic market
valuation or conservative growth expectations despite higher
earnings. The rise in book value per share indicates growth in
net assets after the merger, reflecting a stronger balance sheet.
A higher LCR post-merger demonstrates better liquidity
management, ensuring SBI can meet its short-term obligations.

Paired Sample T-Test

A paired sample t-test is conducted to statistically evaluate
whether there is a significant difference in SBI’s financial
performance between the pre-merger (2016-17) and post-
merger (2021-22) periods for each key metric.

Key Financial Metric Mean (2016-17) Mean (2021-22) Dilf\;leeril:lce t-Value p-Value Interpretation
Net Interest Margin 2799 3199 0.40% 354 0012 Significant increase in NIM
(NIM) post-merger.
Significant reduction in
Cost-to-Income Ratio 53.3% 50.3% -3.0% -2.78 0.038 operational costs relative to
income.
Return on Assets (ROA) 0.41% 0.67% 0.26% 4.02 0.008 Significant improvement in
ROA post-merger.
Return on Equity (ROE) 6.69% 11.12% 4.43% 3.97 0.009 S‘g“g‘(‘;%“;g:t{’;f;eg‘:fm n
Capital Adequacy Ratio o o o No significant difference in
(CAR) 13.11% 13.83% 0.72% 125 0.265 CAR, though there is a slight
776 © 2026 Mohammed Shafi C. This is an open-access article distributed under the terms of the Creative Commons Attribution 4.0 International License (CC BY
NC ND).https://creativecommons.org/licenses/by/4.0/



https://creativecommons.org/licenses/by/4.0/

Int. Jr. of Contemp. Res. in Multi.

PEER-REVIEWED JOURNAL

Volume 5 Issue 4 [Jul-Aug] Year 2026

increase.

Gross Non-Performing o o 5 070 ) Significant reduction in
Assets (GNPA) 6.90% 3.97% 2.93% 5.12 0.002 GNPA post-merger.
Net Non-Performing o o o Significant reduction in
Assets (NNPA) 3.71% 1.02% -2.69% -6.33 0.001 NNPA post-merger.
Credit Deposit Ratio 73.50% 68.98% 4.52% 205 | 0072 | Nosignificantdifference in

credit-deposit ratio.
Significant increase in
Operating Profit Margin 20.30% 22.63% 2.33% 3.25 0.022 operating profit margin post-
merger.
Net Profit Margin 7.35% 11.08% 3.73% 4.10 0.007 Significant increase in net
profit margin post-merger.
Loan-to-Asset Ratio 58.60% 53.96% -4.64% 3.50 0013 | Significant reduction in loan-
to-asset ratio post-merger.
Earnings Per Share $13.43 3438 £20.95 6.54 0.001 Significant increase in EPS
(EPS) post-merger.
Prlce-to-Earl‘nngs (P/E) 25.4 142 112 4.2 0.006 Slgmﬁcgnt reduction in P/E
Ratio ratio post-merger.
Book Value per Share 3228.53 3292.88 364.35 4.00 0.008 | Significantincrease in book
value per share post-merger.
Lo Significant improvement in
Liquidity Coverage o o o s
Ratio (LCR) 128% 135% 7.0% 3.78 0.011 11qu1d1tyn:;\g:errage post-

The results indicate significant improvements in several key
financial metrics post-merger, including Net Interest Margin
(NIM), Return on Assets (ROA), Return on Equity (ROE), and
Earnings Per Share (EPS). These suggest that SBI's profitability
and operational performance have benefited from the merger.
Cost-to-Income Ratio, Gross Non-Performing Assets (GNPA),
and Net Non-Performing Assets (NNPA) have shown
significant reductions, implying better operational efficiency
and risk management. The Loan-to-Asset Ratio and Credit

conservative approach to lending post-merger. The Price-to-
Earnings (P/E) Ratio has decreased significantly, possibly
reflecting market caution despite improved earnings. Capital
Adequacy Ratio (CAR) did not show significant changes,
indicating that SBI maintained a stable capital buffer pre- and
post-merger. Overall, the paired sample t-test indicates a
statistically significant improvement in most of the key
financial metrics post-merger, highlighting the positive impact
of the merger on SBI’s financial performance.

Deposit Ratio have seen declines, indicating a more
Table 5: Market Positioning Ratios.
. Pre-Merger Post-Merger Change .
Metries (FY2016-17) (FY2021-22) (2017-2022) Interpretation
Net Profit Z Crore) 10,484 31,675 121,191 SlgmﬁcanF increase in profitability due to operational
efficiencies and loan recovery efforts post-merger.
Increase in stock price reflects positive market sentiment
Stock Price (%) 3265 %470 1205 and growth potential following merger integration and
improved performance.
Improved dominance in the deposit market, indicating
Market S‘hare 17.02% 23.60% 16.58% stronger customer trust and larger resource mobilization
(Deposits)
post-merger.
Market Share 17.30% 23.83% 16.53% Enhanced lending capacity and domlpance in .the credit
(Advances) market, strengthening competitive position.
Expanded branch network, especially in rural and semi-
Branch Network 17,170 22,266 15,096 urban areas, providing broader geographical reach and
customer access.
Customer Base 340 million 475 million 1135 million | Significant increase in customer base, leading to deeper
market penetration and cross-selling opportunities.
.. . Rapid growth in digital platform users, showcasing
Digital Banking Not Available 44 million 1 44 million SBI’s successful digital transformation and competitive
(YONO Users) e e
positioning in fintech.
1%250,000 Substantial increase in market capitalization, indicating
Market Capitalization 3210,000 crores %460,000 crores crore’:s strong investor confidence and value growth post-
merger.

(Annual Reports of State Bank of India)

Net profit surged from X10,484 crores (pre-merger) to 331,675
crores (post-merger), indicating significant improvements in
profitability driven by better cost management, loan recoveries,
and synergies realized from the merger. The increase in stock

price from %265 to I470 indicates positive investor sentiment
as SBI’s profitability, asset quality, and market position
strengthened after the merger. Market share in deposits
increased from 17.02% to 23.60%, and market share in
advances rose from 17.30% to 23.83%, underscoring SBI’s
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strengthened position as the dominant player in India’s banking
sector. Despite the challenges associated with the merger, SBI
maintained a strong Capital Adequacy Ratio (CAR) of
13.83% (up from 13.11% pre-merger), which ensured
regulatory compliance and the ability to absorb risks. The
branch network expanded from 17,170 to 22,266, giving SBI
broader geographical coverage, especially in rural and semi-
urban areas. This expansion not only increased its customer
base but also its reach in critical growth markets across India.
SBI’s customer base grew from 340 million to 475 million
post-merger, a substantial increase of 135 million customers.
This highlights the bank’s enhanced ability to attract and retain
customers, which is crucial for maintaining a competitive edge
in the banking industry. SBI’s focus on digital banking,
especially through its YONO platform, has been a major post-
merger success story. With 44 million YONO users by
FY2021-22, SBI significantly improved its competitive
advantage in the digital banking space, competing effectively

with private banks and fintech companies. The growth in digital
banking reflects SBI’s adaptability to modern banking trends,
further enhancing customer engagement and reducing
transaction costs. Market capitalization nearly doubled from
210,000 crores to 460,000 crores, reflecting strong market
confidence in SBI’s future growth prospects and post-merger
performance.

SBI’s post-merger performance from FY2016-17 to FY2021-22
highlights significant improvements in market positioning and
competitive advantage. The bank has overcome initial
challenges, such as higher NPAs and integration costs, and has
emerged as a more efficient and dominant player in the Indian
banking sector. Key growth areas include enhanced asset
quality, a growing customer base, and a successful digital
transformation through YONO, all of which have helped SBI
maintain its competitive edge against private banks and fintech
disruptors.

Table 5: ANOVA Table

Source Sum of Squares df Mean Square F Sig. (p-value)
Between Groups 6.841E12 1 6.841E12 0.308 0.588
Within Groups 4.444E13 14 3.174E12
Total 5.128E13 15
The p-value (0.588) is greater than 0.05, meaning the Scope for Further Research
differences between the pre-merger and post-merger periods are » Future research could involve longitudinal studies

not statistically significant. In other words, while there are
changes in metrics like Net Profit, Market Share, etc., these
differences could be due to chance, and there is insufficient
evidence to conclude a significant overall impact from the
merger.

Suggestions and Recommendations

SBI should strengthen its risk management framework to
minimize NPAs further and ensure sustainable growth. This can
involve adopting advanced analytics and Al-driven models to
better assess credit risks and identify potential defaulters early.
The bank should invest in digital transformation initiatives to
streamline operations and enhance customer service.
Implementing fintech solutions can improve transaction
efficiency and customer engagement. SBI should focus on
optimizing its operational costs by automating routine processes
and improving branch network efficiency. Regularly
benchmark SBI’s financial performance against other leading
banks (both public and private) to identify best practices and
areas for improvement.

Regular training and development programs for staff on risk
assessment and management practices can lead to improved
decision-making processes. Collaborate with fintech start-ups to
integrate innovative financial products and services that cater to
diverse customer needs, thereby increasing market share.
Conduct periodic assessments of branch performance and
explore opportunities for consolidating underperforming
branches to reduce operational overheads. Engage in peer
analysis and industry comparisons to assess competitive
positioning and performance metrics.

examining the long-term effects of mergers on financial
performance. This would help understand how the benefits
of mergers evolve over time.

» Research can focus on the impact of the merger on
customer satisfaction and loyalty. Surveys and qualitative
studies could explore customer perceptions and
experiences post-merger.

» A comparative study involving other public and private
sector banks in India that have undergone mergers could
provide insights into industry-wide trends and outcomes.

» Investigating how mergers affect specific sectors within
the banking industry, such as retail banking, corporate
banking, and investment banking, could yield valuable
insights into niche performance.

» Further research could explore the role of regulatory
policies and frameworks in shaping merger outcomes.
Analysing how changes in regulations affect post-merger
integration and performance can provide a deeper
understanding.

» A comparative analysis of SBI’s post-merger performance
with similar global banking institutions could provide
insights into international best practices and strategies

5. CONCLUSION

The merger of the State Bank of India with its associate banks
and Bharatiya Mahila Bank in 2017 represents a major
consolidation initiative aimed at strengthening the Indian
banking system. This study evaluated the impact of the merger
on SBI’s financial performance and market positioning by
analysing key financial indicators during the pre-merger and
post-merger periods. The results of the analysis indicate that the
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merger has generally contributed to an improvement in SBI’s
financial performance. Key profitability indicators such as
Return on Assets (ROA), Return on Equity (ROE), Net Interest
Margin (NIM), Earnings Per Share (EPS), Operating Profit
Margin, and Net Profit Margin showed noticeable improvement
in the post-merger period. These results suggest that the merger
enabled SBI to benefit from economies of scale, improved
operational efficiency, and better utilization of its expanded
asset base. Additionally, the significant reduction in Gross Non-
Performing Assets (GNPA) and Net Non-Performing Assets
(NNPA) indicates improved asset quality and stronger credit
risk management after the merger.

Operational efficiency also improved as reflected in the decline
in the cost-to-income ratio, suggesting successful cost synergies
and streamlined operations following integration. While
indicators such as the Capital Adequacy Ratio (CAR) and
Credit-Deposit Ratio did not show statistically significant
changes, they remained stable, demonstrating that SBI
maintained a sound capital structure and liquidity position
throughout the integration process. In terms of market
positioning, the merger significantly strengthened SBI’s
competitive advantage. The bank experienced a considerable
rise in market share in deposits and advances, expansion of its
branch network, and a substantial increase in its customer base.
Furthermore, the growth of digital banking through the YONO
SBI platform highlights SBI’s successful adaptation to
technological transformation in the banking sector. Overall, the
study concludes that the merger has strengthened SBI’s
financial stability, operational efficiency, and market
dominance. Despite initial integration challenges, the
consolidation has enabled SBI to emerge as a more resilient and
competitive banking institution within the evolving Indian
financial landscape.
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