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Banks entering into a mega-bank enjoy large and highly statistically significant e
xcess returns. However, the size of the merger does not seem to affect longer-term measures of performance
. Using sgnthetic control method, we are able to conduct difference-in-difference analysis and find that a
cquiring banks become statistically significantly less profitable, less solvent, and more inefficient afte
r a merger event than the control group. These findings suggest that the benefits accruing to shareholders

of mega-merger banks are not due to newly created business synergies, but perhaps a "flight-to-safety" on

the part of shareholders.
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Table 1: Japan -
Efficiency Effects of Bank Mergers

Cost Profit
Efficiency Efficiency
Level Level
(1) Before
o 0.106 1.711
acquisition
(11) After
o 0.058 1.796
acquisition
Difference A
-0.048 0.084
an - @
t-stat -3.065*** 1.262
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Table 2: Japan -
Size Distribution of Insured
Commercial Banks, 2007
Assots Number of Barks | oroon of totel Share of total
Less than $100 million (1f FA-LLTF) 0 0% 0%
i}?f)milljr:n - $ 1 billion (1{E-10{& 50 13.27% 0.37%
fﬁl}:b/i‘;“m - § 10 billion(10f&-100 231 58.93% 8.62%
,\!f;]—u than § 10 billion (100{§ F/-LL 100 27.81% 91 00%
392 100% 100%
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