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Abstract: Mergers, acquisitions, takeovers and buyouts are the popular corporate growth and survival strategies in the
working of the markets for corporate control. They are often dramatic events because in each the ownership of an entire
company changes hands in a single transaction. Mergers and acquisitions are being increasingly used as corporate growth
strategy for improving competitiveness, achieving synergies, greater market share, entering new markets, broadening the
portfolio to reduce business risk etc. This paper makes an attempt to examine the impact of merger on the financial
performance of Tech Mahindra Ltd.(Acquiring Company). It compares the pre-and post-merger financial performance of
the company undergone for merger in 2013. The study reveals that there is no significant improvement in the value of the
shareholders wealth, profitability & creditworthiness of the acquiring company in the post-merger period.
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l. INTRODUCTION

Mergers, acquisitions, takeovers and buyouts are the popular corporate growth and survival strategies in the working of the
markets for corporate control. They are often dramatic events because in each the ownership of an entire company changes
hands in a single transaction. This study focused on mergers. If a corporate growth strategy involves Mergers then what

would be the impact on acquiring company’s performance and its shareholders value.

Merger is a combination of two companies in which only one company continue its existence, which is referred to as
Bidder Company (acquiring company). The acquiring company retains its name and identity, and it acquires all the assets and
liabilities of the target company (acquired company). After a merger, the target company ceases to exist as a separate business
entity. The basic purpose of mergers is to enhance shareholders value through the attainment of synergy that might be achieved

by combining one company with another company.

The value of the combined company can be defined as the sum of the values of the parts plus any synergy that might be

involved. Thus,

Where is the post merger value of the combined entity, is the pre-merger value of Company-A, pre-merger value of
company-B and synergy is the economies realized in the merger through increased revenues and/or cost reductions. Synergy is

defined as the value of combined firm is greater than the sum of the value of the two individual firms.

Thus, the maximum total value of a control change is the combination of managing the merger more efficiently and the
synergism that might be achieved. In the globalized world, merger acts as an important tool for the growth and expansion of
companies. The main motive behind the merger is to create synergy. Merger helps the companies in getting the higher benefits
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of market share and cost efficiency. The success of the merger depends on how well the combined companies integrate
themselves in carrying out day to day operations.

Il. RESEARCH OBJECTIVES
U To analyse the effect of mergers on shareholders wealth of the acquiring company
U To examine whether post-merger profitability position of the acquiring company has improved
U To analyse whether post-merger creditworthiness of the acquiring company has improved
U To identify the synergies from merger.
I11. SCOPE OF THE STUDY

U The present study is mainly intending to examine the performance of acquiring company’s four years before and four

years after the merger.
0 Company listed in BSE is considered for the study.
IV. RESEARCH DESIGN

The study has been carried on with case study methodology to evaluate the pre- & post-merger performance of selected
case.

V. DATA COLLECTION
U The study is based on secondary data.
0 The data has been collected through data base of BSE & annual reports of the company.

U Data on performance evaluation parameters for up to four years prior & four years after the Merger year has taken into

consideration.
V1. PERFORMANCE EVALUATION PARAMETERS

To analyse the impact of mergers on the performance of the company, various parameters used are Gross Profit Ratio,
Operating Profit Ratio, Net Profit Margin, Return on Equity, Return on Asset, EPS & PE Ratio.
Table 1: Selected case for the analysis of Pre and Post-Merger Performance:

Case | Acquiring Company Target Company Year of Merger
1 Tech Mahindra Ltd. Mahindra Satyam Ltd. 2013

VII. HYPOTHESIS
Ho: There is no significant difference in the financial performance of the company between pre and post-merger period.
H1: There is a significant difference in the financial performance of the company between pre and post-merger period.
VIII. STATISTICAL TooL USED

To test the hypothesis & fulfil the objectives of the study, descriptive statistics and paired sample t-test are used. Under
descriptive statistics, mean is used.
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IX. FINDINGS: TECH MAHINDRA LTD.

Table 2: Pre-Merger and Post-Merger Performance of Tech Mahindra Ltd.

Pre & Mean
SI. No. | Financial Metrics Post Mean Difference t-value | p-value Inference
Merger
. . Pre 17.16 .
1 Gross Profit Ratio -1.41 1.96 0.188 Not Sig.
Post 15.75
i i Pre 20.01
o | Operating Profit 170 233 | 0144 | NotSig.
Ratio post 18.31
) . Pre 13.08 )
3 Net Profit Margin 1.45 -0.54 0.63 Not Sig.
post 14.533
. Pre 19.95 .
4 Return on Equity 5.06 -1.06 0.24 Not Sig.
post 25.01
Pre 24.8 .
5 Return on Asset 2.61 -0.79 0.51 Not Sig.
post 27.41
. Pre 50.72 .
6 EPS (in Rs.) 6.53 -0.25 0.82 Not Sig.
post 57.25
. Pre 15.91 .
7 PE Ratio 3.85 -0.51 0.65 Not Sig.
post 19.76

(Note 1: Sig. = Significant) (Note 2: Level of Significance = 0.05)

The result from the paired sample t-test at significance level of 0.05 indicates that overall there is no significant

improvements in Tech Mahindra Ltd performance. Null hypothesis is not rejected and alternative hypothesis is rejected for all

the parameters since, it has p-value more than 0.05.

X. CONCLUSION

This study was undertaken to analyse the pre- and post-merger financial performance of the merger case- Tech Mahindra

Ltd and Mahindra Satyam Ltd to see the effect of merger on the profitability of the company and wealth of the shareholders.

The study shows that merger has no effect on the acquiring company’s financial performance significantly. It was observed that

financial synergies were insignificant (Based on paired t-test) in this merger.
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