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Abstract-The objective of the present study is to
test the efficiency of the Indian Stock Market with
respect to the announcement of Mergers and
Acquisitions (M&As) in the Indian Banking
Sector by employing the Standard Risk Adjusted
Event Study Methodology. In order to analyze the
effects of the announcements of Bank's Merger
and Acquisitions on Stock Price’s Risk Adjusted
Rate of Return using 6 recent mergers as of 21
Jan 2003 to 18 May 2009. All the acquiring
banks are either traded on the SENSEX, BSE 200
or BSE 100. The three forms of Efficient Market
Hypothesis (EMH) i.e., weak, semi-strong and
strong form of EMH are being tested under this
study in order to test the investor’s ability to ean
positive abnormal return on the merger
announcement. Specifically, Semi-strong form of
EMH is being tested in this study to analyze how
quickly the market reacts to the new information,
exploring the idea of an investor's ability to earn
an abnormal return against the market. Evidence
here supports the efficiency of the market in its
semi-strong form of EMH by accepting both the
null hypotheses. It is observed that neither before
nor after the merger announcement investors are
able to earn abnormal/excess return.

Key Words: Market Efficiency, Efficient Market
Hypothesis (EMH), Merger, Acquisition,
Announcement Effect, Event Study

1. Introduction

In the current scenario, all over the world thevaigt

of Merger and Acquisitions (M&A's) is becoming

the reality for almost all kinds of companies as th

execution of cross-border M&A transactions helps in
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boosting the value, efficiency, profitability and
synergy of their businesses (International Business
Report, 2008). Mergers and Acquisitions are means
by which either the Corporations combine with each
other or one Corporation is completely absorbed by
another Corporation on the consent of the Board of
Directors via process of voting. Federal and State
Laws regulate M&A’s and provide procedures for
this in order to protect the interest of the shaleérs
and to eliminate the competition between the mergin
firms. Strategic Acquisitions or Mergers with arath
business are the common ways to expand one’s
business (Gale Encyclopedia of US History, 2012).
Large number of International and Domestic Banks
are engaged in the activity of Merger and
Acquisitions (M&A’s). Both the Government and
Private Banks are adopting the policies for M&A'’s.
Sometimes Non-Banking financial institutions are
also merged with other banks only if they are
providing similar type of services. In Banking Se¢t
M&A’s are controlled and regulated by the apex
financial authority of a particular country like india

it is overseen by the Reserve Bank of India (RBI)
(Economy Watch, 2010).

Whenever the announcements of successful mergers
are made to the public, it is generally proved ¢ b
beneficial for the shareholders. By employing the
combine efforts company could reduce its cost and
can maximize its profitability. Moreover, by the
combination of two competitors the company could
achieve more market power and increased market
shares (Gersdorff and Bacon, 2009).

If the prices of securities fully confiscate theura
insinuation of particular information then it cae b
said that the capital market is efficient with resjpto

that information. In an efficient market, when awmne
information item is added to the market, its
revaluation implications for security returns are
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instantaneously and unbiasedly impounded in the
current market price. Fama (1970) classified EMH in
its three forms:

Weak Form of EMH states that current stock prices
reflect all historical information it is not postabfor
anyone to utilize past data for predicting futurie¢s

and earning abnormal returns.

Semi-Strong Form of EMH states that the current
stock price absorbs not only the historical
information but also the information that is public
available. Hence, new information cannot be used by
anyone for earning abnormal returns.

Strong form of EMH states that current stock prices
reflect all available information whether it is pigb

or private and no one can earn abnormal return by
using private or insider's information (Khan and
Ikram, 2010).

2. Literature Review

Many studies have been made on testing the
efficiency of Indian Stock Market in relation toent
announcement like dividend, bonus, right issue,
option listing, stock split, block trading, annual
earning, Merger and Acquisitions (M&A’s) etc.
Critical reviews of significant studies by the
Researchers are as follows-

Ormos (2002) empirically tested the efficiency of
Hungarian Capital Market in its semi-strong and
strong form. The study focused to examine whether
the Hungarian Capital Market was efficient in the
semi-strong form. The investigation was based en th
capital market data over the period 1991 to 2000
which was analyzed by employing event study. The
study concluded that strong form of efficiency of
capital market does not completely hold true, thgre
supporting that Hungarian Capital Market is semi-
strong form efficient. Vandana (2003), tested the
semi-strong efficiency of the Indian Stock market
over the period 1995 to 2000 by employing event
study. The study involved a sample of 145 bonus
issues, in order to examine the announcement sffect
of bonus issues on equity share prices in India& Th
study concluded that the Indian Stock market was
semi-strong form efficient. Mishra (2005) examined
the reaction of the stock price to the information
content of bonus issues over the period 1998 td 200
For the purpose of the study samples of 46 stocks
listed on the NSE and BSE of India were analyzed by
employing event study using 180-day event window.
It was found that stocks show abnormal return keefor
eight or nine days of announcement, thereby
supporting the evidence that Indian Stock market is
efficient in its semi-strong form. Igbal and

Mallikarjunappa (2007) tested market reaction to
quarterly earnings announcement of 149 companies
listed on the Bombay Stock Exchange for September
2001 by employing both parametric and non-
parametric tests. It is observed that during event
window, runs test are not significant at 5% level,
which signifies that abnormal returns occur
randomly. On the other hand, t-test rejects the
existence of abnormal returns on daily basis, which
provides an opportunity to beat the market and earn
abnormal returns. The study concludes that Indian
stock market is not efficient in semi-strong form.
Yalama, Abdullah and Selik (2008) investigated
semi-strong form efficiency in Istanbul Stock
Exchange Market (ISE-100), Foreign Exchange
Market (FEM) and Inter-bank Money Market (IMM)

in respect to changes in Currency and Circulation
(CIC). The data consist of the daily frequency over
the period 1990-2008 which was analyzed by
employing Toda Yamamoto Causality method. The
study concludes that there is the causality relatiip
running from CIC to FEM and CIC to IMM.
However, there is no causality relationship running
from CIC to ISE-100. This result implies that in
Turkey money market is semi-strong form efficient
while capital market is not. Dhar, Satyajit and
Chhaochharia (2008) analyzed the impact of the
information relating to the announcement of stock
split and bonus issue on stocks listed on National
Stock Exchange (NSE) by employing event study.
Both the events, that is stock split and bonuseissu
reflect significantly positive announcement effect.
For bonus issues, the abnormal return was about
1.8% and for stock splits, it was about 0.8%. Thgre
the study supports the view that Indian Stock Marke
is efficient in semi-strong form. Gersdorff and Bac
(2008) made an attempt to empirically examine the
efficiency of the market with respect to the
announcement of the mergers and acquisitions by US
Company on stock prices risk adjusted rate of retur
using twenty recent mergers as of"'34ug 2007.
This study uses the Standard event study
methodology test. The weak, semi-strong and strong
form efficient market hypothesis which test an
investor’'s ability to earn a positive abnormal ratu
on the basis of merger announcements are examined.
Specifically, this work focuses on the semi-strong
form test in an effort to test the efficiency of nger
announcement public information. Evidence here
supports semi-strong market efficiency along with a
positive signal exhibited by the sample of acqgjrin
firms during the event period. Evidence of linggrin
excess returns after the merger announcement was
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also observed. Cheng and Shavin (2008), in their
paper, analyze the impact of Cross-Border
Acquisition Announcement of US firms on the Indian
acquiring firms stock prices. The sample of 114
acquisitions made by publicly listed Indian firmé o
US firms has been taken for the period from 1999 to
2005. Standard Event Analysis Methodology has
been employed under this study to test for abnormal
returns around announcement dates. Further, Maltipl
Empirical Analyses have been employed to test the
effect of the presence of price pressure around the
announcement dates. The study concluded that the
acquisitions of U.S firms by the Indian firms have
positive impact on the acquiring firm value in the
initial days and become negative in next few days i
the announcement period. This means that the
announcement returns in the Indian Cross-Border
Merger and Acquisitions are mainly effected by the
price pressure rather than information. Pichardd an
Bacon (2009) examined the effect of Lehman
Brother’'s Bankruptcy on the overall market by takin
stock price’s risk adjusted rate of return for 15
selected brokerage firms. Statistical tests prahed

the bankruptcy had a negative impact on stock jsrice
risk adjusted rate of return for the 15 firms, whic
supports the semi-strong market efficiency theory.
Even after the event, bankruptcy continued to affec
the market. Raja, Sudhahar and Selvam (2009), in
their paper, opine that very few studies have been
conducted on testing the Semi-Strong efficiency of
stock market with respect to stock split
announcements amongst which some studies
observed that security prices reacted prior to
announcement of events while other observed that
security prices reacted after the announcement of
events. This study attempts to test the efficieaty
the Indian Stock Market with respect to information
content of stock split announcements of IT
Companies in the semi-strong form of efficient
market hypothesis over the period 2000 to 2007. The
statistical tools used under this study in ordetetst

the informational efficiency are Abnormal Returns,
Cumulative Abnormal Return, Average Security
Returns Variability and T-test. The study revehkstt
the Indian Stock Market in respect of IT Companies
is efficient in its semi-strong form but not petfgc
efficient to the announcement of stock split. This
enables the investors to make abnormal profit durin
the announcement period. The study is confined to
only one event and is restricted to only IT indysir

can also be extended to two or more events bydakin
different industries. The author himself highligkite
limitations of the study. Raja and Sudhahar (20i0),

their paper, made an attempt to empirically examine
the efficiency of the Indian Stock Market with resp

to Information Content of Bonus issue announcement
released by the IT Companies over the period 2600 t
2007. The statistical tools used under this study i
order to test the informational efficiency of thnglian
Stock Market are Average Security Returns
Variability, Average Abnormal Returns, Cumulative
Abnormal Returns and T-test. The study concludes
that the Indian stock markets for the IT Companies
are efficient but not perfectly efficient to the nus
issue announcement. This enables the investors to
make abnormal profit during announcement period.
The author himself highlights some of the limitaso

of the study. The study is confined to only onergve
and is restricted to only IT Companies. Moreover, i
can also be extended to two or more events bydakin
different industries. Yilmaz, Altiok and Selcuk
(2011), in their paper, analyzes the impact of Merg
and Acquisitions (M&A’s) on the performance of the
Turkish Companies over the period from 2003 to
2007 by taking the sample of 62 Companies involved
in M&A’s. Event Study has been employed under
this paper in order to measure whether the whether
the security holders are earning abnormal returns
around Merger and Acquisitions announcements. The
study concluded that the returns for stocks of &lrk
companies are showing positive signals around the
Mergers and Acquisitions announcements. It suggests
that the returns for stock of Turkish Companies
involved in acquisitions exceed average industry
returns. Earl and Bacon (2011), in their papet,ttes
Semi-Strong form of EMH by analyzing the impact
of the failure announcement of Federal Deposit
Insurance Corporation (FDIC) bank on the stock
price returns of Bank Holding Companies. The period
covered under this study is from"1Beb 2009 to 1B

Jul 2010. The study employed the Standard Risk
Adjusted Event Study Methodology over the sample
of 36 FDIC bank failure announcements which have
been taken from publicly traded Companies which
are traded on NYSE, NASDAQ or OTC. The study
concluded that the market shows the negative sgnal
on and around the bank failure announcements which
suggest that the Bank Holding Companies cannot
earn abnormal return and the management and stock
holders have fear of FDIC bank failure
announcement. Stuaet al (2011),in their paper,
investigates about the reaction of short term stock
market to the announcement of outward Foreign
Direct Investment (OFDI) related Mergers &
Acquisitions by Indian Cos. by taking the sample of
30 Cos. engaged in Merger & Acquisitions
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transactions over the period from 2000 to 2007.
Sample of 74 firms have been taken for the event
analysis and further a sample of 66 firms for
Multivariate Analysis. Event study Methodology has
been employed under this study in order to analyze
short run share price performance of Indian
Acquiring Companies engaged in OFDI related
Mergers and Acquisitions. The study concluded that
the OFDI related Mergers & Acquisitions
announcement has a positive effect on the returns i
the stock market. Ananthi and Dinesh (2012)
examined the efficiency of Indian Stock Market with
respect to the Information Content of Profit Boakin
Announcement. The Impact of Profit Booking
Announcement by LIC housing finance Ltd. By
employing Event study using rate of return, beta,
excess return and average excess return, pivot poin
and t-statistics for testing market efficiency. The
study concluded that the announcement of corporate
events like Profit Booking made by the LIC housing
finance Ltd. is having a slight impact on the stock
market during the study period.

3. Research Gap

Some of the pertinent literature is scanned by the
Researches through various research papers which
show that many research studies have been conducted
to test the efficiency of the Indian stock markethw
respect to the announcement effect. In the devdlope
countries, many research studies have been
conducted with respect to analyzing the impact of
announcement effect of any event on the efficiasfcy
the stock market. Whereas in India, very few staidie
have been conducted test the efficiency of thekstoc
market with respect to the announcements (like
dividend, bonus, stock split, merger, acquisitita)e
These studies have been conducted by taking
different industries, banks and analyze the differe
types of announcement effects over the stock market
with different time period. Present study is ameiaupt

to test the efficiency of the Indian stock markethw
respect to the announcement effect of Merger and
Acquisitions (M&A’s) took place in the Indian
Banking sector for a particular period ranging from
215 Jan 2003 to T9May 2009.

4, Scope and Objectives

The present study tests the Efficiency of Indianct
Market with Respect to Announcement of Merger
and Acquisitions (M&A’s). The study covers the
period ranging from Z1Jan 2003 to 19May 2009

in which the mergers and acquisitions took place in
the Indian Banking sector. All the acquiring banks

are either traded on the Sensex, BSE 200 or BSE 100
The three forms of Efficient Market Hypothesis
(EMH) i.e., Weak, Semi-strong and Strong form of
EMH are being tested under this study in ordeest t
the investor’s ability to earn positive abnormaura

on the merger announcement but emphasis is being
given to the Semi-strong form of EMH to analyze
how quickly the market reacts to the new
information, exploring the idea of an investor's
ability to earn an abnormal return against the mtark
The objectives of the present study are as follows:

1. To test the speed with which the
announcement of Merger and Acquisition
are impounded in the share prices of Indian
Banking Sector.

2. To test whether the investors are able to earn
abnormal return on the bases of the
announcement of Merger and Acquisition.

3. To test in which form of EMH (Efficient
market Hypothesis) the market exists.

5. Hypotheses

H1l,: The Risk Adjusted Return of the stock price of
the sample of banks announcing a Merger and
Acquisitions is not significantly affected by thige

of information on the day of announcement.

H1,: The Risk Adjusted Return of the stock price of
the sample of banks announcing a Merger and
Acquisitions is significantly affected by this tymé
information on the day of announcement.

H2,: : The Risk Adjusted Return of the stock price
of the sample of banks announcing a Merger and
Acquisitions is not significantly affected by thige

of information around the announcement date, as
defined by the event period.

H2,: The Risk Adjusted Return of the stock price of
the sample of banks announcing a Merger and
Acquisitions is significantly affected by this tymé
information around the announcement date,
defined by the event period.

as

6. Data and Methodology

The data analyzed in this paper has been collected
from the reliable source i.e.; from the website of
Bombay Stock Exchange India (http://www.bseindia.
com/). The sample consists of six recent mergers in
the Indian banking sector; the mergers take place
from 21 Jan 2003 to 19 May 2010. All the acquiring
banks are either traded on the SENSEX, BSE 200 or
BSE100. In order to find out the impact of M&As on
Indian stock market researchers uses the Standard
Risk Adjusted Event MethodologyThe required
historical financial data regarding adjusted stock
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price of various banks and values of market Index
like, SENSEX, BSE 200 & BSE100 was obtained
from the website (http://www.bseindia.com/). Talble
below shows the sample of M&A’s in the Indian
banking sector and date of announcement of mergers
along with the traded Index of banks.

Rm = (Current Day Market Close Price — Previous DayRédaClose Price) x 100
Previous Day Maridose Price

R= Current Daily Return
Rm=Current Daily Market Return

A regression analysis is performed using the actual

o Table 1 daily return of each bank (R) as dependent variable
Description of Study Sample Banks and the corresponding daily market return,)(Rf

Name of | Name of | P& of ' SENSEX, BSE200 &BSE100 as independent
the the announcement | Acquired variable over the pre-event period (days -165 ® -1
Transferor | Transferee of Bank or prior to the event period of days -15 to +15) to
Bank Bank Merger [ Traded btain the intercept alpha and standardized beta f

Amalgamation | Index obtain the intercept alpha and standardize a fo
eq p Punjab each sample bank separately. Table 2 shows Alphas
Be E”L?g ' | National | 21 Jan 2003 BSE100 and Betas for each bank.

an | Bank Table 2

South Alphas and Betas of Study Sample Banks
Guarat | Bank —of| g 3ine 2004 | BSEL00 5
Local Area| Baroda Acquiring Bank Name | Alpha(a) Beta(B)
Bank Ltd.
Global Oriental Punjab National Bank 0.165 0.498
Trust Bank| Bank of | 26 July 2004 BSE200 Bank of Baroda 0236 1709
Ltd Commerce
Bharat Indian Oriental Bank of| 0.004 1.409
Overseas | Overseas | 15 Feb 2006 BSE200 Commerce
Bank Ltd. | Bank Indian Overseas Bank -0.335 0.849
Centurion HDEC HDFC Bank Ltd 0.177 0.941
Bank  of| o kitq. | 23Feb2008 SENSEX ICICI Bank Ltd 0.135 1.287
Punjab Ltd. i )
The Bank Source: Compiled and Calculated from Appendix
of :_(t:('jC' Bank | 19 may2010 | SENSEX 1&2
Rajasthan 1. For the study, in order to get the normal

Source: Compiled from Business Standard, Times of
India, Indian Express, The Hindu, The Financial
Express and Bombay Stock Exchange
(http://www.bseindia.com/).

To test the efficiency of Indian stock market with
respect of announcement effect of bank’s Merger and
Acquisitions on and around the date of announcement
of the event period Standard Risk Adjusted Event
Study methodology is being used here and the
following steps are undertaken.

1. The historical stock price of the sample
banks and SENSEX, BSE200 & BSE100
Index for the event study duration of -165
to+15 days (with days -15 to days +15
defined as the event period and the day of
announcement of Merger and Acquisitions
used in post period.

2. Then, holding period return of banks (R) and
the corresponding return of SENSEX,
BSE200 &BSE100 (R for each day in this
study were calculated using the formula:

R = (Current Day Close Price — Previous Day ClaseePx 100
Previous Day Close Price

expected return, the Risk-Adjusted Method
was used. The expected return of each stock
for each day during the event period from
(day -15 to +15) was calculated as: E(R) =
Alpha + Beta (R) , where R, is the return
on the market. i.e. SENSEX, BSE200 or
BSE100 index.

2. Then, the Excess Return (ER) was calculated

as:
ER= the Actual Return(R) — Expected Return E(R)
3. Average excess return (AER) were

calculated from days -15 to days +15 by
simply averaging of all excess returns for all
the banks for given day.
AER= Sum of all Excess Return for given day/n
Where n= number of sample banks i.e. 6 in this case
for the study.

4. Cumulative average excess return (CAER)
was calculated by adding AER for each day
from -15 to +15.

5. Graphs of AER and CAER were plotted for
the event period i.e. table 4 shows the values
of AER and CAER during the period of
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event period. Graph 1 below depicts average
excess return (AER) plotted against time.
Graph 2 below depicts Cumulative average

excess return (CAER) plotted against time.
7. Quantitative Analysis Tests and
Results

The Quantitative analysis has been done in order to
analyze how quickly and accurately market reacts to
the information like Merger and Acquisitions of
banks. Standard Risk Adjusted Event Study was
conducted to measure whether any abnormal return
has been earned by share holders around the Merger
and Acquisition’s announcement period. The basic
assumption of the standard risk adjusted eventystud
is that the information was communicated publicly
and this type of information surprising contentttha
the abnormal return will occur at the time of event
Abnormal return of stock price indicates the impact
of the particular event on the stock price. After
obtained the value of alphas and betas, finds the
expected average return and compared it with actual
average return. The actual average return and
expected average return within the event period
should differ in order to know the possibility to
outperform the Indian stock market with respect to
Merger and Acquisitions announcement. A paired
sample t-test was conducted and finds that the
announcement of mergers of banks does not have any
significant effect on the risk adjusted stock price
Table 3 shows mean, standard deviations, t-stat and
p-value which concluded that announcement of
mergers does not have any effect on the stockgrice
and shareholders does not earn any abnormal return
from the market except the case of Indian overseas
bank which has p- value .020 which is less than 5%
significance level and concluded statistically
significant but it may be not the reason of merger
announcement it may be some other reasons. The
majority of bank’s mergers fail to create the almnalr
return to the shareholders. The share holders of
sample banks were not able to earn above nornkal ris
adjusted return by the information of Merger and
Acquisitions around the announcement date, as
defined by the event period. Likewise, the result
support H3}: Therefore we concluded that the market
is efficient in semi-strong form respect to mergad
acquisitions announcement as no investor is able to
earn abnormal return neither before nor after the
announcement.

Table 3
Result using paired sample t-test

Acquiring Std'. . P-

Mean Deviation | t-stat | value
Bank Name
Punjab
National 0.02366| 4.54837 0.028 .977
Bank
Bank of
Baroda 0.85142 2.74337 1.70Q .100
Oriental
Bank of | 0.10350| 2.11944 0.26)7 .791
Commerce
Indian
Overseas 1.19137| 2.64072 2.471 .02(
Bank
EtgFC Bank| o 36043| 2.44046 | 0820 414
ICICI Bank | - -
Ltd 0.00515 0.98406 0.029 977

Source: Compiled and Calculated from Appendix 3

Table 4 depicts the analysis of Average Excess
Return (AER) along with Cumulative Average
Excess Return (CAER) for M&As announcement of
Indian banks during the period of event study and
display the changes takes place in the daily market
return from (day -15 to +15 days). It is clear tiiam

the above table that there was no significant alabr
return almost all the days (from days -15 to dagd+1
surrounding the mergers announcement. The value of
cumulative average excess return (CAER) was below
on the very first day and has not been significhris.
unambiguous that the Merger and Acquisitions
announcement did not generate cumulative average
excess return. The lowest Cumulative Average
Excess Return was on the first day after
announcement with -5.0209 and the highest on the
day 11 that was -13.2876. The value of Cumulative
Average Excess Return during the pre and post
announcement period was less than 1. It reveats tha
M&As announcement in the Indian banking sector
did not meet the significant reaction on the seguri
prices of banks in the Indian capital market.

The Graph 1 shows the relationship Average Excess
Return (AER) to time and Graph 2 shows the
relationship of Cumulative Average Excess Returns
(CAER) to time during the event period (day -15 to
+15 days). The Cumulative Average Excess Returns
(CAER) graph shows the return on adjusted stock
price during the event period (during day -15 t& +1
days) ,which shows that the mergers announcement
had negative impact on the stock prices of acquirin
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banks and suggest that the merger announcement had Graph 1 shows the relationship of Average Excess

not the positive significant impact on the stoclcer
of banks immediately on the first day after the
announcement of mergers and likewise the result
support H3 and continuing decreasing to the whole
event period .
Table 4
Result of Average Excess Return and Cumulative
Average Excess Return of Stock Price for Merger and
Acquisitions Announcement of Indian Banks

Days AER CAER

-15 -0.47975 -0.47975
-14 -4.46442 -4.94417
-13 -1.40973 -6.3539
-12 -0.14246 -6.49636
-11 -2.16962 -8.66598
-10 2.292895 -6.37309
-9 0.325515 -6.04757
-8 0.550479 -5.49709
-7 0.26562 -5.23147
-6 0.116059 -5.11541
-5 -0.66611 -5.78152
-4 1.565823 -4.2157
-3 -0.19737 -4.41307
-2 -0.95768 -5.37075
-1 0.117311 -5.25344
1 0.232532 -5.0209
2 -1.932 -6.9529
3 -0.50221 -7.45512
4 -0.42942 -7.88453
5 -1.64435 -9.52889
6 -1.34411 -10.873
7 -0.37118 -11.2442
8 -0.83911 -12.0833
9 -1.20435 -13.2876
10 1.617352 -11.6703
11 -0.38038 -12.0507
12 -0.48924 -12.5399
13 1.168847 -11.3711
14 -0.924 -12.2951
15 -0.37611 -12.6712

Source: Researcher'sCompilation and Calculated
from Appendix 3

Return (AER) to time during the event period (day -
15 to +15 days).
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Graph 2 shows the relationship of Cumulative
Average Excess Returns (CAER) to time during the
event period (day -15 to +15 days)
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8. Conclusion

Generally investors will view the announcement as
something positive. This study has empirically
examined the informational efficiency of the Indian
Stock Market with regards to the announcement of
Merger and Acquisitions in the Indian Banking
Sector. After testing, the study shows that the
expectations of share holders of sample banksdi av
the excess return cannot be realized with public
information and they are unable to earn abnormal
return neither before nor after the announcement of
M&A'’s. The study proved that Indian stock market
shows that the market is efficient in its semisgyo
form as both the historical and publically avaitabl
information are disseminated in the stock priced an
no investor is able to earn abnormal/excess return.
This study had empirically testing the market
efficiency of Indian stock market with respect to
merger and acquisitions announcement after released
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the information in the market and examined the
effects of mergers announcement on stock price of

banks. Six recent mergers were used as the sample

for the study with stock price obtained from
(http://www.bseindia.cofy for the whole study. They
were traded on SENSEX, BSE200, or BSE100, the

standard adjusted event study methodology was used

to test the efficiency of Indian stock market.
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APPENDICES
Appendix 1.Daily market Return and stock price Return of eaahk during the Period of ((Days -165 to Days -15)
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0.88804 0.774926 -0.38422 -0.712p3 -1.26414 -1.8315 7.121555 4.447368 0.265109 1.98556 -0.43804 o111
-0.28532 0.63778 -3.8503L -1.8538 -0.23155 -0.37634  3.223463 17.1144 -1.03592 -1.34766 0.843499 2681
-0.55809 -1.0487§ -1.34184 2.277778 0.644483 08537 -1.6954 -0.55314 1.44279 2.8514B5 -0.05%76 @247
-0.40563 -0.23765 -0.8487p -1.94982 0.194673 -10601 0.843843 0.543478 -0.85549 -1.23077 0.656pR14 79587
1.499304 1.07638¢ -0.24805 -0.49%55 1.381496 -048947 2.078204 5.549581 0.0258 0.232019 0.99151 -13D714
0.297287 0.52459 2.8274 2.315821 0.359%84 -1.84017  -0.16323 -0.79365 -0.19258 0.768049 0.28291 -04790
0.520213 2.45509 1.261524 -0.397(3 1.011822 0.31746 -0.256 -1.46245 -1.40786 -5.03774 0.832012 -1.8047
-0.42404 -0.24631 -0.4154 1.74635%6 -0.03931 -0.2604 -0.60081 -4.39934 -0.12602 -1.66008 -0.06348 4818
-2.04025 -1.10345 0.242235 1.8147p6 -1.10548 -@806 -4.47863 -7.4105] 1.423429 1.772764 0.259p99 0245
-0.80997 0.00994 -0.17856 -0.41499 0.916%14 2.489305 -0.96511 4.62320 0.673792 -0.43358 0.927P04 0745
0.330245 -0.9037 -0.1208B 0.173611 1.229886 0.10582  0.975192 -0.8913 -0.04116 -1.08097 0.211018 -1,812
1.30269 4.313621 0.354041 -1.313p7 -0.4976 1.201672  1.627784 1.62995¢4 -3.08916 -8.964{14 -0.18%52 28B7
0.351736 0.82355§ -0.28774 -0.15588 -0.18211 -3B18 -3.2701 -1.75739 -0.00785 2.6973p8 0.686988 31338
1.812432 2.446464 1.565941 -0.15 -0.18411 -0.71832 1.861044 2 -0.58214 -2.53165 0.3993p2 0.334p76
0.762937 1.51906¢ 0.850115 -0.48048 -1.53509 -3.303 0.595613 3.21897% -0.55522 -2.39637 1.390897 08:2¢
0.903609 -0.20427 -0.46132 0.0758Dp2 -2.04174 -#123 -0.05447 0.8299 -1.25846 -5.782p1 -1.60652 5268
0.580903 -0.05416 -0.15892 2.9557p2 2.288688 -03.06 -0.0637 -2.00803 0.738919 -2.826D9 -1.64631 0826
0.545353 0.017971 -1.66362 -2.061B39 -0.25198 -B238 0.268218 -3.77593 0.346414 -0.17786 1.208p77 63128
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-0.21949 -0.65766 0.60141p 0.7114p9 0.463474 045 -2.24583 -7.32074 0.367598 4.666667 2.005[784 79392
1.169769 1.038094 -0.9091l6 1.5852p7 0.733702 -235%9 -1.6434 -3.92207 -1.26967 -3.327B9 -2.3381 3784
-0.22583 -0.99893 -2.8094 -1.18461 -0.12786 -1.88R9 1.632074 4.09523 -1.34366 -2.54237 1.207451 19460
-0.43866 -0.85586 -1.054609 -4.23714 1.416745 09882 -1.1121 -2.6018] -2.94239 -3.076p2 -0.12319 6129
-0.15137 -0.04534 -1.36151 -3.05474 1.12228 2.14659 0.699301 5.529954 1.141955 1.311111 0.274609 50583
-0.77213 -0.54344 -2.8908 -3.26274 0.129762 6.66327 -1.18196 -0.67391 2.839589 5 0.6401/99 6.575p576
-0.62101 0.798165 -6.94635 -3.64762 0.209%92 75238 -0.69819 1.880531 -7.0206 -19.819 -1.155828 -BaY7
2.657267 3.58585 -0.91299 -0.713f79 -0.30276 75991 -0.55361 0.991189 -10.4617 -22.36[11 -0.7807 5458
-1.44001 -1.50695 1.02674B8 5.771881 -1.29316 -45593 -2.33531 -1.45374 7.132728 18.97887 0.254405 1212
-1.53983 -1.97464 -3.9018 -3.69329 0.306105 -1.6823 1.033682 2.85714. 1.814425 13.62857 -0.06p43 083"
0.157398 0.660173 4.899794 2 -0.40275 1.643[714 487D 1.299559 -1.75259 -1.35468 0.068289 -1.05263
1.020898 0.406574 0.782206 1.929p6 -0.88244 -268376 1.512918 7.308378 0.600604 -1.56566 -0.55f01 1|1
0.100753 0.058217% -1.38746 -6.314P8 -0.40961 22727 0.242304 0.85416Y 2.522297 -2.72959 0.801115 8028
0.234358 -0.25986 -1.99545 -0.211y2 -0.55307 -B425 -1.03401 -1.09053 -0.42892 -2.692B1 0.565286 11684
-0.2601 0.183199 -0.9063¢ 2.149887 1.650481 1.05100 1.558786 2.465078 -0.34287 -0.81152 0.112805 1973
-0.82618 -1.6694 2.36753p -1.98562 0.432656 0.511948 0.563945 -1.14734 -0.11247 -3.002p1 -0.14008 0788
Appendix 2: Market Return and Daily Return of each bank DuthmgPeriod of ((Days -15 to +15)
Rm-ICICI R-ICICI Rm-HDFC R-HCFC Rm-I0OB R-IOB RmM-OBC R-OBC Rm-BOB R-BOB Rm-PNB R-PNB
-1.23295 -0.16527 0.888245 -2.62579 -0.14659 -5362 -0.77611 -3.1300¢ -4.07219 -10.43p4 0.144983 918186
-0.81176 -0.08519 0.379614 -3.1885 0.313192 -6.2605  1.688799 2.6481772 -0.32444 -7.823563 0.266179 310|6
-1.17577 -1.63465 -0.58936 2.828602 0.626874 -4234 0.4308 -0.06174 0.948618 -6.419)/5 -0.68345 4185
-2.34266 -2.40804 -3.691p -0.75516 1.140284 2.23314 -3.49718 -6.65294 1.5236[7 3.665786 -0.72348 -5231
-0.47941 -0.98723 -0.82441 -4.24172 -0.75444 -0934 3.580758 2.44292% -2.95959 -2.74485 -0.68823 033135
-1.48301 -2.86686 -4.57 0.017728 0.294167 -1.0077 .236355 4.72035§ 1.772994 2.886466 -0.44877 7.10784
1.252229 4.377413 -1.21706 -1.831p8 -1.14179 -5 14189 1.584582 0.2454p -2.51534 0.43123 3.770739
-0.53504 -0.7791] 0.78611p 1.814888 -0.27016 -9.8782 -1.08747 0.951374 0.034556 1.274083 0.438P39 71899
-0.28107 -0.55967 2.904341 2.949883 -0.60869 -2637 1.193393 0.062526 -0.065%5 2 -2.23338 0
0.066496 -0.4213 3.272758 3.92691 1.891%19 0.679612 1.369798 3.169964 -0.02507 -1.53846 -0.39752 1.25
-1.02309 -1.55827 -0.9883p -1.1303 0.788402 -0.8018 0.615937 1.35654 -2.00665 -3.345B39 0.196149 8584
0.919431 1.855884 -0.76639 0.538462 -0.37086 -9214 -0.35684 1.98 -1.51671 -1.77215 0.616658 5.21122
-0.79842 -0.45187 -2.07706 -1.63462 0.601084 28904 0.65753 1.20622¢ 2.181001 -0.386185 0.379[188 3096
-1.29038 -1.93396 -0.50798 -2.02565 0.688082 -B863 0.210676 0.264951 -1.06063 -2.15394 -0.00603 19721
-0.50128 -1.111117 -0.9508)7 -1.80093 -0.86676 -DRI1L -0.13426 -1.53587 0.81000Q9 2.182285 -0.46062 60578
-0.13894 -1.00865 0.723359 -5.147p1 -0.42962 -5853 1.471859 3.968872 -1.20483 0.990712 0.122[796 6790l
0.693024 0.796332 0.037248 1.748252 -0.12957 -0701 -1.4368 -8.53704 -0.68681 -3.501P9 -0.02469 838
-1.50927 -3.01118 -0.8754p -1.17427 -1.85835 -3317 -0.6677 0.874634 -0.04014 -4.123B8 -1.00687 788
-0.02476 0.925743 0.078381 1.4517p4 0.16715 -02912 1.313238 -0.96311 -2.20213 -0.203111 -1.63697 3®5
-0.71828 -1.15972 -1.129p -0.44863 0.568137 -2.3676 0.524825 -0.99297 0.96108§7 1.016949 -1.47675 626.(
0.711778 0.850541 -3.19017 -3.39378 0.307362 -03866 0.297047 -1.17769 1.093397 -1.688[74 0.9136 -BD41
0.88641 3.776337 -2.40297 -3.05 -0.35823 -1.3834 56028 -1.70337| 1.336584 1.227605 -0.78165 -1.50327
-0.47861 0.5103 1.305476 -3.7869 -0.13653 4.108911 -0.04436 -0.42373 0.228775 -1.69985 -0.69996 -31357
1.295643 0.92936§ -1.45843 -3.285)1 1.326331 -3563 1.460361 2.78427% -1.1455%7 -0.59603 0.615P38 65658
0.440921 0.20779% 1.526883 4.868 0.260909 1.7991 .19863 -1.06996 1.23533f7 2.310281 1.12216 4.7059882
0.370838 -1.07264 2.185791 1.6755[73 1.847991 -04688 0.550781 0.645833 0.5292%4 -0.51413 -0.25p05 41341
-0.95891 -0.58768§ -2.49777 -0.160%8 0.389455 -(936 0.265198 -0.3516 -0.61706 -4.7112 -0.17425 9B69
0.413426 1.142447 -3.2508 -4.3431L7 -0.16017 2.26044 -2.06897 -1.82199 1.598257 1.581959 1.278114 3B
0.764466 0.43281§ 1.895148 0.458015 1.118p37 -QZ783 -0.80878 0.10638 0.733368 1.036096 -0.8112 5808
-0.2933 -0.43173 -3.3760p -1.3226 0.025992 0.666667 -0.24038 -0.7265 -2.6218f -5.709%7 -0.66879 -390)7
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Appendix 3: Expected Return and Actual Return of each bankduhie Period of ((Days -15 to +15)

ICICI(ER) AR-ICICI | HDFC(ER) AR-HCFC IOB(ER) AR-IOB OBC(ER) AR-OBC BOB(ER) AR-BOB PNB(ER) AR-PNB
-1.4518|  -0.16527 1.012838 -2.62579 -0.45946 2365  -1.08954 -3.13008 -7.19537 -10.43p4 0.237202 1889
-0.90974| -0.08519 0.53421[7 -3.1885 -0.0691 -6.2605  2.383518 2.648171 -0.79047 -7.82353 0.297557 -10/63
-1.37821|  -1.63465 -0.3775B 2.828602 0.197216 4854 0.610997 -0.06174 1.385188 -6.41975 -0.17536 65414
2.88| -2.40804 -3.2964% -0.75516 0.633101 2.23B14 _ 4.92353 -6.65298 2.36795 3.665786 -0.19529 52316
-0.482| -0.98723 -0.5987f -4.24172 -0.97552 -4.93407 5.049288 2.44292] -5.29394 -2.744B5 0.17774 18163
-1.77363|  -2.86686 41233 0.017798 -0.08525 -TOL7 _ 0.337165 4.72035 2.794047 2.886466 -0.05B49 7840
1.746619| 4.377414 -0.96825 -1.83158 -1.30438 5 6045 1.584582 0.18349] 2.51534 0.379152 3.770739
-0.55359 -0.7791 0.916731 1.814838 -0.56436 -9@782  -1.52824 0.951374 -0.17694 1.274083 0.383592 7158
-0.22673|  -0.55967 2.909985 2.949883 -0.85178 -@637  1.685491 0.062526 -0.34802 2 -0.94723 0
0.22058 -0.4213 3.256665 3.92691 1.2709 0.679612 934046 3.169969 -0.27885 -1.53846 -0.03296 1.25
-1.18171|  -1.55821 -0.7530b -1.1303 0.334353 08018 0.871855 1.3565¢ -3.66536 -3.34539 0.262682 Y
1.318307|  1.855885 -0.5441)7 0.538452 -0.64986 P14 -0.49878 1.98 -2.8280b -1.77215 0.472096 5.20722
-0.89257|  -0.45187 -1.77751 -1.63462 0.17532 2.39046  0.93046 1.206224 3.491331 -0.38685 0.353B36 Q9B
-1.52572| -1.93396 -0.30096 -2.02565 0.249182 @863 0.300843 0.26495] -2.048643 -2.15394 0.161p98 19741
-0.51015| -1.11111] -0.7177p -1.80093 -1.07088 -DaYL -0.18517 -1.5358] 1.148305 2.182285 -0.06439 60578
-0.04381|  -1.00865 0.85768]L 5.14701 -0.69975 -EB53  2.077849 3.96887% -2.29505 0.990712 0.226152 679G
1.026921|  0.796331 0.21205 1.7482b2 -0.44501 07019 -2.02046 -8.53704 -1.4097p -3.50109 0.152707 8RB
-1.80743|  -3.01118 -0.6467[ -1.174%7 -1.91274 -$317 -0.93679 0.874636 -0.30461 -4.12388 -0.33642 93784
0.10314| 0.925743 0.250756 1.4517p4 -0.19309 -0Rd12  1.854353 -0.9631] -3.99943 -0.20311 -0.65021 3@5
-0.78942|  -1.15977 -0.8858p -0.44863 0.147348 -B367  0.743478 -0.99297 1.406497 1.016949 -0.57p42 0625,
1.051058]  0.85054] -2.82545 -3.39378 -0.07405 -®346 0.42254 -1.17764 1.632616 -1.68874 0.619973 416D
1.27581| 3.776332 -2.08419 -3.05 -0.63914 -1.3834 78813 -1.70337 2.04822]1 1.227605 -0.22426 -1.50327
-0.48097 0.5103 1.405458 -3.7869 -0.45092 4108911 -0.05851 -0.42373 0.154977 -1.69985 -0.18358 -313H7
1.802492| 0.929364 -1.19538 -3.28571 0.791055 3563 2.061648 2.78427% -2.19379 -0.59603 0.471[737 65688
0.702466|  0.207793 1.613797 4.868 -0.11349 1.7991 68486 -1.06996 1.8751p 2.310281 0.723835 4.705882
0.612268|  -1.07264 2.233829 1.6755[73 1.233044 %88 0.780051 0.6458338 0.668495 -0.51613 0.039081 41361
-1.09912| -0.587648 2.1734 -0.160%8 -0.00435 -0.9365  0.377663 -0.3516 -1.29055 47112 0.078221 @699
0.667079|  1.14244] -2.88154 -4.34317 -0.47099 28804 2.01117 -1.82195 2.495441 1.581959 0.801501 93658
1.118868|  0.432814 1.960335 0.4580115 0.614p13 9783  -1.13557 0.10638 1.017325 1.036096 -0.23B98 45808
0.24248|  -0.43173 -2.99983 -1.3236 -0.31793 0.68666 -0.3347 -0.7265 -4.71678 -5.70957 -0.16406 3907




