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Abstract:

Objectives: The paper attempts to empirically assess the consequences of mergers and acquisitions (Mé&A) on
acquirer banks’ post-acquisition financial performance amongst the member banks of the Gulf Cooperation Council
(GCC) region. This study explores M&A’s impact on critical financial indicators such as profitability, operational
efficiency, asset quality, and risk management, from the perspective of GCC banks operating from 2017 to 2022.
Methods: A secondary data design was employed to better ascertain how acquirers in the GCC banking industry
perform after M&A. The design is characterized by collecting the performance data and conducting statistical
analyses (descriptive analytics, and Kolmogorov-Smirnov, Shapiro-Wilk, and Wilcoxon Signed-Rank tests) using the
SPSS tool to draw inferences.

Conclusion: The research found that there is a negative impact on the performance measures of the acquirer
following an M&A. However, with the exception of the size and age of the firm, this impact is statistically
insignificant. To understand the performance measures that are impacted by the M&A. This research also explores
the various external factors that influence the impact of M&A on performance measures. The insights from this study
can be used by stakeholders when acquiring organisations to obtain a clear understanding of the possible impacts of
an M&A on the organisations’” performance. This paper contributes to exploring the diverse factors that may influence
the impact of M&A on the performance of the acquirer, including the size of the sample, transaction model,
accounting policies, and observation period. This differentiates this study from the majority of the existing research
where the focus is on performance only.

Keywords: Mergers and Acquisitions; Banking; Synergy; the Gulf Cooperation Council.
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The Impact of M&A on Acquirers’ Financial Performance Across the Banking Industry.... Abdulrahman Alharbi

1 Introduction
1.1 Background

In the wake of the financial crisis of 2008, the financial services industry has been undergoing rapid changes,
both in terms of regulatory policies and innovation (Hughes et al., 2022). Innovation has emerged across two
dimensions: the creation of new financial products and the development of new technologies (Wang et al.,
2021). According to Thakor (2020), new-age financial services firms are driving product innovation, and
whilst banks are also working on various innovations, they are unable to match the new-age firms in terms of
accessibility, user-friendliness, and cost (Boot et al., 2021). Thus, to become more innovative, as identified by
Austin and Dunham (2022), banks are forming strategic alliances through M&A (mergers & acquisitions) in
order to achieve growth.

Comprehending the impacts of M&A in financial services on the acquirer is therefore essential.
Accordingly, this research aims to understand these impacts by focusing on the banking industry in the GCC
(Gulf Cooperation Council) countries (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab
Emirates).

1.2 Significance of the Research

According to Benny (2022), banks are pivotal to the GCC nations, as the banking industry supports the
regions’ growth, which is largely driven by the oil & gas industry and several initiatives in the non-oil sector
as part of various governments’ focus on diversifying the economy. Hence, it is vital to comprehend how
banks in the GCC performed after acquiring other firms in the financial services industry. This is
accomplished by observing the deals that were made over the period 2015-2021.

1.3 Research Question and Objectives

Based on insights from the literature review, the research question addressed in this paper is:
“What is the impact of M&A on acquirers’ financial performance across the banking industry in the GCC?”
To answer the above research question, the following objectives are set:
¢ To understand the impact of M&A on the acquirers’ ROA across the banking industry in the GCC.
¢ To understand the impact of M&A on the acquirers” Net Profit Margin across the banking industry in the
GCC.
e To understand the impact of M&A on the acquirers’ Current Ratio across the banking industry in the
GCC.
¢ To understand the impact of M&A on the acquirers’ Asset Quality across the banking industry in the
GCC.
¢ To understand the impact of M&A on the acquirers’ Asset Size across the banking industry in the GCC.
e To understand the impact of M&A on the acquirers” Age across the banking industry in the GCC.

2 Literature Review
2.1 Drivers of M&A in the Banking Industry

The banking industry has witnessed a wave of mergers and acquisitions in recent years, driven by many
factors. Synergy Theory supposes that M&A may assist firms in achieving growth by combining resources,
entering new markets, and creating operational efficiency (Draney et al., 2019). However, alternative
theoretical perspectives offer additional explanations for the drivers of M&A in the banking sector. Market
power theory suggests that M&A increase market concentration and provide banks with a more favourable
competitive environment, which enables them to earn more profit through raised prices and reduced costs
(Focarelli & Panetta, 2003). The resource-based view highlights the role of M&A in acquiring strategic
resources, capabilities, and expertise, unavailable internally, such as advanced technology, specialised human
capital, or established customer bases (Wernerfelt, 1984). Agency theory acknowledges that managerial
intentions behind M&A may not always be driven by shareholder value maximisation, as is typically the case,
but also by other motives like dynasty building, personal recognition, or compensation-related incentives
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(Jensen). Regulatory changes, such as capital requirements and risk management guidelines, can also prompt
banks to pursue M&A to achieve compliance and strengthen their capital positions. In the case of the GCC
banks, increases in M&A have been driven by technological disruptions, including the rise of fintech firms
and digital banking, which have necessitated that banks improve their innovative capabilities and adapt to
changing consumer demands (Liu & Wang, 2020). Furthermore, domestic banks are forced to devise different
strategies to achieve this, such as diversifying their geographic locations within the GCC, and scaling up their
businesses through global M&A (Tao et al., 2022). Furthermore, consolidation within the GCC banking
industry has been driven by the quest for economies of scale, cost optimisation, and the need to be able to
offer a broader range of products and services (Lee et al., 2021). These factors, coupled with the region's
economic growth and regulatory changes, are why GCC banks are now using M&A as a strategy to grow,
innovate, and gain a competitive edge in the market.

2.2 The Impact of M&A on the Acquirer

The effects of consolidation and acquisitions on firms remain the cause of controversies in the literature, and
currently there is no generally accepted view about their effects on companies' performance. This confusion is
mirrored in the variability of results across research, which can be attributed to different measurement
methods across studies, contextual variation, and the high dimensionality of performance. The literature on
M&A has monitored and widely investigated profitability ratios, such as return on assets (ROA) and net
profit margin. Some studies argue that synergy persists, with organisations’ profitability improving because
of economies of scale in procurement and resource substitutions (Aggarwal & Garg, 2019; Akhavein et al.,
1997). Others, however, have found that the predicted synergies might not be readily apparent post-
acquisition (Syukur & B). The inconsistent findings might be related to differences in sample subjects,
assessment periods, and the techniques used to control for confounding factors. Both empirical studies and
theoretical models draw widely differing conclusions about the importance of liquidity in the context of
M&A. According to Alhenawi and Stilwell (2017) one line of thought suggests that M&A can lead to resource
liquidity by providing access to more resources and diversifying cash flows. More critical views suggest that
the risk of liquidity tightness caused by increased cash inflows, integration costs, and balance sheet
reorganisation (Shah & Khan, 2017; Rashid & Naeem, 2017), after the merger may lead to shareholder
empowerment and reduction of inefficient units. These differing arguments evidence a need for more
specialised approaches to liquidity behaviour in the M&A economic environment. The financial ratio is,
arguably, the performance measure that has given rise to the most variable results in earlier studies. Some
researchers consider that the drive to M&A leads to debt accumulation from borrowings for purchasing and
the takeover of new assets (Reddy et al., 2019). In contrast, others argue that it results in the lowering of
leverage via improved funding position and re-debt equation (Alhenawi & Stilwell, 2017). These divergent
results could be due to loadings in the acquirer's previous leverage levels, industry conditions, and regulatory
policies. A bank's profitability in the banking industry depends on the quality of the assets, which is the ratio
of the loans not performing to the total loans. Even though those studies on M&A activity do document an
effect on asset quality, there are very few that have been specifically scoped to examine this measure in an
exclusive way (Akhtar & Nosheen, 2022). The study has revealed a gap in the literature, and thus points to the
need for further research, as asset quality is one of the principal determinants that banks rely on to judge their
financial stability and risk. The divergences in the existing body of literature place stress on conducting site-
specific studies that can accommodate elements such as the type of technology, banking-specific aspects,
regulation, culture, as well as economic factors that may affect the performance of an M&A transaction. By
taking research methodologies to an evaluative level and using theories such as resource-based view, agency
theory, or industry-specific aspects, researchers can, therefore, develop a more comprehensive understanding
of the effect of M&A on the performance of the acquiring banking sector.

2.3 Theoretical Framework

From the discussion above, it can be inferred that the following factors need to be focused on to understand
the impact of M&A on the performance of an acquiring bank:
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Return on Assets (ROA): This is calculated as Net Profit/Asset Size and indicates how profitably the assets
are being utilised in a firm (Sharma, 2020).
Net Profit Margin: This is Net Profit/Sales and is a measure of the profitability of a business (Sharma, 2020).
Current Ratio: This is Current Assets/Current Liabilities. The ratio depicts the short-term liquidity of the firm,
which is the ability to meet its current obligations (Sharma, 2020).
Financial Leverage: This is given by Debts/Total Assets, and indicates the long-term solvency of the firm, or
its ability to meet its debt (Sharma, 2020).
Asset Quality: This is Non-Performing Loans/Total Loans and reflects the quality of loans that are being
offered by a bank (Sharma, 2020).

Additionally, in accordance with Akhtar and Nosheen (2022), two additional variables, the age of the
firm and the size of the firm (asset size), are included in the research. Several other aspects not discussed in
the literature review that may be impacted by an M&A are also highlighted.

2.4 Hypotheses

Based on insights from the literature review, the main hypothesis of this study is:

HO: There is no significant impact of M&A on the acquirers’ financial performance across the banking
industry in the GCC.

Accordingly, the sub-hypotheses are:

Ho0a: There is no significant impact of M&A on the acquirers’ ROA across the banking industry in the GCC.
HOb: There is no significant impact of M&A on the acquirers’ Net Profit Margin across the banking industry
in the GCC.

HOc: There is no significant impact of M&A on the acquirers’ Current Ratio across the banking industry in the
GCC.

HOd: There is no significant impact of M&A on the acquirers” Asset Quality across the banking industry in the
GCC.

HoOe: There is no significant impact of M&A on the acquirers’ Asset Size across the banking industry in the
GCC.

HOf: There is no significant impact of M&A on the acquirers” Age across the banking industry in the GCC.

3 Methodology

Whilst Akhtar and Nosheen (2022) served as the primary source for research on the topic and variable
identification, their methodology has several limitations that must be addressed in the current research.
However, there is very little research on the most appropriate methodology to address the current research
questions, and therefore, that followed by Akhtar and Nosheen (2002) is used with some modifications based
on insights from other studies.

3.1 Sample Selection

Over the period 2015-2021, out of 56 listed banks across six GCC countries, a total of 30 banks acquired a
financial services business. According to Kwak and Kim (2017), a sample size of 30 or more results in a
studentised sampling distribution approximately following the standard normal distribution, and therefore,
any assumption about the population distribution becomes meaningless, according to the central limit
theorem. Hence, the sample size of 30 is deemed adequate for this study. The sample of banks used in the
study is presented in Table 1 below.
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Table 1: Sample for the Study

Organisation Name Country Origin Acquisition Year
Al Salam Bank B.S.C. Bahrain 2020
Arab Banking Corporation B.S.C. Bahrain 2021
Bank of Bahrain and Kuwait B.S.C. Bahrain 2017
National Bank of Bahrain B.S.C. Bahrain 2019
Arab National Bank Saudi Arabia 2021
Riyad Bank Saudi Arabia 2021
Saudi British Bank Saudi Arabia 2018
Saudi National Bank Saudi Arabia 2021
Abu Dhabi Commercial Bank United Arab Emirates 2021
Bank of Sharjah United Arab Emirates 2020
Commercial Bank of Dubai United Arab Emirates 2021
Dubai Islamic Bank United Arab Emirates 2021
First Abu Dhabi Bank United Arab Emirates 2020
GFH Financial Group United Arab Emirates 2020
Mashreq Bank United Arab Emirates 2021
National Bank of Ras Al-Khaimah United Arab Emirates 2017
Kuwait International Bank Kuwait 2019
Kuwait Finance House Kuwait 2021
Boubyan Bank Kuwait 2020
Bank Dhofar Oman 2019
Bank Nizwa Oman 2021
HSBC Bank Oman Oman 2019
National Bank Oman Oman 2019
Bank Muscat Oman 2019
Sohar Int Bank Oman 2021
QNB Qatar 2015
Doha Bank Qatar 2015
International Islamic Bank Qatar 2015
Masraf Al Rayan Qatar 2021
Lesha Bank Qatar 2021

Akhtar and Nosheen (2022) used a sample period of 3 years prior and post an M&A. A fundamental issue
with this sample period is that over 7 years (-3 to +3), there is a possibility that several business-specific and
external developments occur that may also impact the performance of the business and the effect of M&A
may be nullified. This possibility has been validated by Ang and Zhang (2014), who found that long-horizon
event studies work well when the sample size is approximately 1,000. However, a sample size of less than 200
results in low power for various tests across a five-year horizon period. Moreover, long-horizon event studies
with small sample sizes may require a wide range of tests, and the outputs must be interpreted with utmost
care as low cross-correlation amongst independent variables may result in over-rejection of the null
hypothesis (Ang & Zhang, 2014). Therefore, a sample period of 2 years (one year prior and the current year of
M&A) has been employed herein to alleviate the effect of externalities.

3.2 Data Collection

This research is based on secondary data provided by two primary sources. Firstly, we monitored investment
activity and getting involved in dealmaking to get data on M&A deals in the GCC banking industry from
2017 to 2022. Previous studies (Ferrati & Muffato, 2020) have shown Crunchbase to be dependable in their
services. Over the years, a range of M&A deals have been identified from different industries and regions and
according to specific criteria, including time and type of deal. Secondly, data for given variables like ROA,
current ratio, financial leverage, net profit margin, asset quality, and firm age and size will be mined from the
Morningstar Database, which is a trusted source for financial data. According to researchers (Hines, 2020;
Schmelzer, 2020), their safety is always guaranteed. The pre-and post-acquisition stage data was collected to
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analyse the M&A effect. To keep the figures consistent, the financial data from different reporting currencies
was converted according to the exchange rate at the last date of the reporting period. Additionally, the natural
logarithm of firm size and age was used, which aligns with Akhtar and Nosheen’s (2022) method of limiting
the potential biasing effect of extreme values. An adaptable data cleaning protocol was applied to process
missing values or abnormal cases, leading to an error-free data set.

3.3 Data Analysis

The first step in the analysis was a descriptive analysis to understand the variables; however, few inferences
can be drawn at this stage.

Akhtar and Nosheen (2022) performed a t-test to ascertain whether there is a difference between
variables before and after an event of interest; however, a prerequisite of the t-test is normality, making an
alternative methodology necessary if normality cannot be assumed. Alsamhi et al. (2022) conducted a study
where the impact of an event (COVID-19) on different parameters of firms in India was analysed, and this
methodology has been implemented here. During the first stage, normality is tested via the Kolmogorov-
Smirnov and Shapiro-Wilk tests using the SPSS tool based on insights from Berg (2022).

3.4 Hypothesis Test

Akhtar and Nosheen (2022) employed the GMM (Generalised Method of Movement) approach for hypothesis
testing. Whilst the GMM method is the most appropriate approach for this kind of study, Evans (2018) has
highlighted that GMM results in large biases and inefficiencies when small sample sizes are analysed.

Therefore, as employed by Alsamhi et al. (2022), a Wilcoxon Signed-Rank test was used for hypothesis
testing using SPSS. According to Saunders et al. (2015), this test offers an advantage over other tests in that the
data being normally distributed is not a prerequisite. Thus, the Wilcoxon Signed-Rank test facilitates an
understanding of the factors that are significantly impacted by an M&A transaction.

4 Results

The association between the M&A deals’ performance and certain acquirer metrics, which is shown by the
descriptive statistics, needs to be considered not only theoretically, but also in terms of their practical
significance, as the results will be explained in the context of their implications for all stakeholders, including
the banks themselves, regulators, and investors. For illustration, if the adverse effects of profitability and asset
quality are statistically significant, then these issues should be addressed, including the possible reasons for
their occurrence and the consequences that could influence the operations, risk management, and business
sustainability of the acquirer banks. Based on the literature review and research method, the findings are
analysed and presented below.

4.1 Descriptive Analysis

The familiarity with data is increased by conducting a descriptive analysis, as shown below in Table 2.
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Table 2: Descriptive Statistics of Banks in GCC

Variables N  Min Max Mean Median SD Skewness Kurtosis
ROA_ pre-M&A 30 -.88 121 0177 .0100 .27808 1.667 15.607
ROA_ post M&A 30 -.02 137 780 .0100 .27053 4.357 19.581
Net Profit_ pre-M&A 30 -.86 5.97 4827 .3800 1.0783 4.773 25.226
Net Profit_ post M&A 30 -1.01 71 .3250 .3800 .28941 -3.472 16.110
Current ratio _ pre-M&A 30 44 3.03 1.3913 1.1550 .63819 1.677 2.004
Current ratio _Post M&A 30 .56 4.19 1.4020 1.1650 .78059 2.449 6.162
Financial Leverage _ pre- 30 .66 9.50 5.4197 6.1150 2.21994 -.673 .87
M&A

Financial Leverage _ post 30 .62 10.42 5.5187 5.6550 2.44673 -.432 -123
M&A

Asset Quality _ pre-M&A 30 .00 .51 .0497 .0300 .09386 4.389 21.346
Asset Quality _ post M&A 30 .00 .51 .0467 .0300 .10433 4.899 25.547
Size _ pre-M&A 30 480 12.32 9.5721 9.8521 1.81143 -.829 495
Size _ post M&A 30 497 12.43 9.6713 9.9785 1.81143 -.762 402
Age _ pre-M&A 30 .69 425 3.3897 3.5972 .76450 -1.833 4.260
Age _ post M&A 30 110 4.26 3.4382 3.6243 70177 -1.609 3.092

Table 2 can be interpreted as follows: Max (Maximum value of the sample) and Min (Minimum value of the
sample) show the minimum and maximum values of a measure across the sample. The arithmetic mean is the
average value for the distribution of skew, and the median gives the most concentrated value in the
distribution. One of the primary reasons for choosing the median over the mean is that the median is a more
robust measure, as it less affected by outliers compared with the mean, which is very sensitive to them. The
median standard deviation (square root of the variance) is the measure of the extent to which a given variable
deviates from the mean; a higher standard deviation indicates a higher dispersion amongst the data points.
The skewness is a measure of the asymmetry of a given distribution. A normal distribution is symmetric,
whereas a positively-skewed distribution tends to slant to the right, and a negatively-skewed distribution to
the left. Kurtosis is defined as the "differentiated" spread of the curve at the tails. The value 3 is the normal
distribution's kurtosis, more significant than three curves with fat tails, whilst kurtoses lower than 3 have thin
tails. As is shown in the Table 3 below, the value for each measure before and after was different. It should be
thus noted that this difference is statistically significant for evaluation.

4.2 Normality Tests
The normality test results are presented below.
Table 3: Test for Normality

Variables Kolmogorov-Smirnov Shapiro-Wilk

Statistic df Sig. Statistic df Sig.
ROA_ pre-M&A 463 30 .000 .387 30 .000
ROA_ post M&A 518 30 .000 294 30 .000
Net Profit_ pre-M&A 394 30 .000 405 30 .000
Net Profit_ post M&A 239 30 .000 .658 30 .000
Current ratio _ pre-M&A 327 30 .000 .729 30 .000
Current ratio _Post M&A 367 30 .000 .659 30 .000
Financial Leverage _ pre-M&A 210 30 .002 .900 30 .008
Financial Leverage _ post M&A 157 30 .058 .949 30 .155
Asset Quality _ pre-M&A 314 30 .000 468 30 .000
Asset Quality _ post M&A .354 30 .000 .389 30 .000
Size _ pre-M&A 129 30 200" .944 30 116
Size _ post M&A 132 30 192 .948 30 150
Age _ pre-M&A 219 30 .001 .829 30 .000
Age _ post M&A 215 30 .001 .853 30 .001

* This is a lower bound of the true significance.
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According to Berg (2022), both Kolmogorov-Smirnov and Shapiro-Wilk have as their null hypothesis that the
data are normally distributed. This null hypothesis can be accepted if the p-value is above the chosen
significance level, which in this case was set to .01. Table 1 shows that most of the variables are not normally
distributed since the probabilities that they represent samples drawn from a normal distribution are all lower
than .01. Financial leverage in both pre and post-observations, size, and age are the significant factors.
Additional variables, i.e. (pre-and post) ROA, Net Income (pre and post), Current Ratio (pre and post), and
Asset Quality (pre and post) do not follow normal distributions. It is because of the non-normality of the
variables that the Wilcoxon Signed-Rank test was used as an alternative to the paired t-tests since the latter
depends on the assumption of normality.

4.3 Hypothesis Test

One of the most widely used non-parametric tests is the Wilcoxon Signed-Rank test (WRS), which is often
used to test samples where the data are paired and the distribution of the differences between the paired
observations differs from the normal distribution. The following can be inferred from Table 4: Obtained p-
values (Sig. column) < .01 indicate significant differences between the value for a data set before and after the
M&A, whereas p-values > 0.01 indicate that there is no significant difference between the value for a dataset
before and after the M&A.

Despite its many benefits, some drawbacks of the WRS should be acknowledged. These considerations
are essential in evaluating the effectiveness of this test. A weakness of the test is that it depends heavily on the
size of the sample: the fewer the respondents, the lower its reliability. With inadequate sample sizes, the test
may fail to detect real differences between paired observations. This limitation may lead to situations where
neither outcome can be established with an acceptable level of confidence, and the study results have low
credibility. Furthermore, the Wilcoxon Signed-Rank test assumes that the observed differences between paired
observations are independent of their identically distributed counterparts. Thus, in the study sets, which are
based on accurate data, such an assumption can be violated by a variety of factors, such as systematic patterns
or the inter-related nature of the differences. In such cases, the test results may be imbalanced or unreliable,
resulting in uncertainty and imprecise inference, which, in turn, violates the principles of fairness and validity.
In addition, the Wilcoxon Signed Rank test is a general and robust approach even for data sets including
outliers. However, extreme outliers can affect the results, especially in small sample sizes. Outliers may be so
extreme that they impair the tests of differences between paired observations, making the results difficult to
interpret. Additionally, the test may come across difficulties with regard to tied observations (two more pairs
of observations attain the same values). Neutrality comes off as the direct test of the hypothesis, which often
needs some special conditions to avoid faulty results. The results of the current study indicate that only the
sub-hypotheses Hoe and Hor are rejected, and therefore that the main hypothesis is accepted, that is, there is no
significant impact of M&A on the Acquirers’ financial performance across the banking industry in the GCC.
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Table 4: Wilcoxon Signed-Rank Test of Measures for Banks in GCC

Variables N Mean Rank Sum of Ranks Z- Statistic Sig.
ROA_ post Negative Ranks 42 4.00 16.00 -1.555 ©) 120
compared to  Positive Ranks 7 7.14 50.00
ROA_ pre-  rjeq 19¢
Mé&A Total 30
Net Profit_ Negative Ranks 154 13.70 205.50 -.260 © .795
post Positive Ranks 14e 16.39 229.50
compared to
Net Profit_ Ties I
pre-M&A Total 30
Current Negative Ranks 138 17.69 230.00 -271 787
Ratio_ gost Positive Ranks 16 12.81 205.00
compared to
CurrIs)ent Ties r
Ratio_ pre- Total 30
M&A
Financial Negative Ranks 13i 15.35 199.50 -.679 0 497
Leverage_ Positive Ranks 17x 15.62 266.50
post Ties o
compared to  Total 30
Financial
Leverage_
pre-M&A
Asset Negative Ranks 9m 9.72 87.50 -1.023 ® .306
Quality_
post Positive Ranks m 6.93 48.50
f:::‘elzared " Ties 140
Quality_ pre- Total 30
M&A
Size_.  post Negative Ranks 3p 11.67 35.00 -4.062 ©) .000
compared to Positive Ranks 274 15.93 430.00
Size_ pre-  Ties or
Mé&A Total 30
Age_  post Negative Ranks 0s .00 .00 -4.783 © .000
compared to  pogitive Ranks 30! 15.50 465.00
Age_  pre- .
M&A Ties Ov

Total 30

5 Discussion

According to Ang et al. (2019) and Kim et al. (2021), acquisitions can have both beneficial and detrimental
consequences on the performance of the parent company. This was reflected in our own research, which
indicated that M&A had a poor effect on the performance of the acquiree. Notably, there was a negative but
weak impact on the acquirer's return on assets and profitability, which concords with Jallow et al.’s (2017) and
Syukur and Bungkilo’s (2020) findings of a reduction of profitability post-Mé&A. However, our outcomes do
not coincide with Aggarwal and Garg (2019) or Akhtar and Nosheen (2022), as these authors concluded that
M&A growth equity. Moreover, our findings deviate from Jallow et al.'s (2017) conclusion that there is a link
between M&A transactions and a rise in ROA after the operation. Additionally, the negative but weak
relationship between mergers and acquisitions and the liquidity of the acquirer, as observed by Shah and
Khan (2017), was also evident in our study. On the other hand, this finding is inconsistent with the results of
Alhenawi and Stilwell (2017), Rashid and Naeem (2017), and Akhtar and Nosheen (2022), which showed a
positive or neutral effect on money supply. There was also a weak, negative relationship between M&A and
the acquirer's financial leverage, similar to the findings of Alhenawi and Stilwell (2017) but conflicting with
the conclusion of Rashid and Naeem (2017), Reddy et al. (2019) and Akhtar and Nosheen (2022). Moreover,
the study also had a negative but weaker effect on the asset quality of the purchaser which aligns with the
work of Akhtar and Nosheen (2022).
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Moreover, we recorded a substantial influence of M&A on the age and size of the firm, which agrees with
the findings of Akhtar and Nosheen (2022). Such mixed findings suggest that the impact of M&A can change
from one context to another and from industry to industry. Nevertheless, in our study, we consider only the
banking industry in the GCC region, which is why the generalisability of our findings could be improved.
Evaluating possible effects on other sectors or geographical regions would increase the paper's scope.
Furthermore, transaction costs and accounting policies can impact the effect of M&A on the monitored
performance indicators. For example, the classification of expenditures does not closely match indicators like
ROA and net income. Furthermore, business purchases may also improve asset quality. Therefore, the
repercussions on liquidity and financial gearing may be very minor in cases where the target size is small.
Furthermore, the effects of later studies may be reduced by confounding variables and external developments
that are independent of the M&A. In this regard, the observation by Ang and Zhang (2014) signifies that the
effects observed previously may not be the consequence of mergers and acquisitions alone. Therefore, to get a
more balanced and holistic view of the effects of M&A on firm performance, future research should take into
account these factors.

Accordingly, the research question is answered as: “There is very little impact of M&A on acquirers’ financial
performance across the banking industry in the GCC.”

6 Conclusion

As in many other sectors, one of the driving forces for growth in the banking industry are firms’ mergers and
acquisitions, and these create a continually changing economic landscape. The trend towards M&A activities
is noticeable in the GCC region, particularly from 2015 to 2021, during which period listed banks accounted
for about 30 out of all 56-banking sector M&A activities. This article examined the effect of M&A on
companies’ performance, using several performance indicators, such as return on equity, net profitability,
working capital, financial leverage, asset quality, size, and age. Descriptive analytics, Kolmogorov-Smirnov
and Shapiro-Wilk normality tests, and Wilcoxson Signed-Rank tests were employed to evaluate the effect of
M&A on banks. The findings showed a weak negative overall effect of merger and acquisition on the selected
performance measures. Whilst prior studies have put forward wide-ranging views about the impact of work
automation on different scales, our findings point to a predominantly negative effect, although the degree of
influence differs. Some of these factors could be volume effects, transaction modes, accounting policies, and
the length of the observation period. Furthermore, the weak correlations for most of the variables, besides the
average size and age, reflect the intricacy of the M&A process and the effects it has on the long-run
performance of the acquirer. One way this study can make a significant contribution is by outlining crucial
factors that could be related to merger and acquisition performance effects on acquirer performance. Further
research is required to validate those factors through more in-depth studies. When the researchers investigate
more fundamental factors, they could gain a more comprehensive understanding of M&A movement and
analyse strategies to help firms overcome the challenges in the rapidly changing corporate environment.
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