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Abstract 

This study attempts to measure the impact of simultaneously demerger and merger over the financial 

performance of ABN AMRO Bank for the period 2007-2013 by using the DuPont system of financial analysis. 

ABN AMRO Bank N.V. is a Dutch state-owned bank with headquarters in Amsterdam. The bank demerged from 

Royal Bank of Scotland Group (RBS) in the first quarter of 2010 and merged with Fortis Bank Nederland from 

July 1, 2010. Two statistical techniques are used in this study; first the analysis of pre and post Demerger-Merger 

financial ratios is drawn and second paired sample t-test is used. Based on the analysis of 3 years pre and post 

Demerger-Merger financial ratios and data of ABN AMRO Bank, the result shows that the event of 

merger-demerger has no significant influence on the bank‟s Net profit margin, Total asset turnover, Return on 

equity and Equity multiplier. This research fills the gap of Demerger-Merger analysis in the bank industry by 

using DuPont system of financial analysis. 

Keywords: merger, demerger, DuPont analysis, return on equity, net profit margin 

1. Introduction 

Over the last decade, there has been a significant increase in the numbers of cross-border mergers and 

acquisitions. Among all these companies, financial sector has been experiencing a fierce consolidation and 

restructuring procedure. At the meantime, Asia and Europe set for demerger boom and research shows that chief 

executives at the world‟s biggest companies expect high levels of demerger activity in the future (Anonymous, 

2007). 

A merger can bring lots benefits to the banks. For instance, in 2010, Australian lender Bendigo and Adelaide 

Bank says about A$34 million (US$33.81 million) will be added to its net profit through further tax benefits of 

the merger (Anonymous, 2010). The economies of scale and cost savings can also be achieved from the merger 

which make banks more competitive in the market. However, evidence from recent US and UK studies reveals a 

pattern of poor long run post acquisition performance by acquiring firms (Gregory, 2005).  

In contrast to the merger, demerger is one of several ways through which a firm may divest a division and 

improve its focus on its core operation (Singh, 2009). Demergers can also add critical shareholder value by 

allowing management to rationalize those company divisions or product areas that do not fit with companies‟ 

corporate structure. However, demergers are complex and can be extremely time consuming, requiring expert 

knowledge of accountancy and legal issues to avoid potential pitfalls (Breen, 2005). 

Regardless of the complexity of background, in order to make better decision for the future merger or demerger 

opportunity, it‟s necessary for bank officers and directors to know the possible impact that can be brought by a 

merger or demerger deal. While the mergers and demergers have been substantially analyzed in previous 

literature, less studies can be found analyzing financial performance of company in which both mergers and 

demergers have taken place simultaneously. This study elaborates on the financial consequence that may come 

from company‟s decision of merger and demerger simultaneously by using DuPont analysis. And this study is 

drawn on the ABN AMRO bank. It is beneficial for the further research in other banks around world. 

The paper is organized as follows. Section 1 introducing the merger and demerger. Section 2 discusses the 

relevant literature review. Research of ABN AMRO Bank and methodology are given in Section 3. In Section 4, 

DuPont financial ratio analysis and T-test analysis of empirical results of the bank are discussed. The paper ends 
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with conclusion in Section 5. 

2. Literature Review 

As mentioned before, there are numerous theoretical literature examining the impact of merger or demerger on 

the companies‟ financial performance. Between them, more work has been done on mergers and acquisitions 

compared to the demerger part. However, there almost no material can be found that focus on the impact of a 

merger and demerger happened simultaneously. This is mainly due to the lack of the case in real life since it has 

high specialty for a company to choose demerger and merger at same time. Therefore, the researches related to 

merger and the articles about demerger will be discussed separately as follow. 

2.1 Merger Part 

Much studies have been done to analyze the impacts of M&A on the firms‟ performance in the banking sector. 

Calomiris and Karenski (1996) and Caprion (1999) provided evidences that Merger and Acquisition influence 

the efficiency of most banks positively. While on other hand, another study showed performance is not positively 

influenced by mergers and acquisitions operations in United States banking industry in terms of efficiency (Amel, 

Barnes, Panetta, & Salleo, 2004). Cornett et al. (2006) found that operating performance of merged banks 

increases appreciably (Cornett, McNutt, & Tehranian, 2006). Badreldin and Kalhoefer (2009) calculated the 

companies‟ return on equity and found the improved performance after merger in the banking sector (Badreldin 

& Kalhoefer, 2009). Ong et al. (2011) using pre and post merger accounting and financial data to analyze the 

financial performance for Malaysian banking sector. They used comparison, ratio analysis, paired sample t-test 

and DEA approach to measure the bank‟s efficiency (Ong, Teo, & Teh, 2011). Kouser and Saba (2011) evaluated 

the impact of merger on the financial sector of Pakistan through financial ratios and paired t-test. They found that 

operating financial performance of commercial banks had declined later after the merger (Kouser & Saba, 2011). 

Some researches elaborate the specific relationship between the M&A deal and changes in financial ratio. Tambi 

(2005) calculated the performance of the organizations by Profit after Tax, Return on capital employee and Profit 

before Interest Tax Depreciation and Amortization. He concluded that Merger and Acquisition had been 

unsuccessful (Tambi, 2005). Pankaj and Sushant (2011) did pre and post analysis of firms and found that mergers 

can bring a positive effect on the profitability of firms, but liquidity was declined in most of the cases (Pankaj & 

Sushant, 2011). Similarly, Sinha and Gupta (2011) studied M&A in the financial sector of India. The study 

results proved that profit after tax (PAT) and profit before depreciation, interest, tax and amortization (PBDITA) 

were enhanced, but the liquidity of firms was reduced (Sinha & Gupta, 2011).  

After reviewing the literature about Merger and Acquisition, it can be concluded that M&A will influence the 

performance of organizations. And there is a relationship between M&A and the financial ratio. It can also be 

founded that Merger and Acquisition don‟t have the same impact on the performance of different firms in 

different part of the world.  

2.2 Demerger Part 

The researches related to the demerger is not as much as those be done on the merger. 

Muller (2003) evaluated different modes of disaggregation to create shareholders value and its benefits as well as 

its shortcomings. He cited an inference that “on an average parent companies and subsidiaries outperform the 

market, particularly after spin-offs and equity carve-outs. Tracking stocks perform along with the market” 

(Muller, 2003). 

Mallick and Rakshit (2006) made a purposeful comparison between the pre and post demerger financial 

performance of Dabur India Ltd. They made a conclusion that demerger letting the companies impose widened 

control, create value for the firm (Mallick & Rakshit, 2006). 

Rakshit and Sujit (2010) measured the financial and operational efficiency of JK Industries by comparing the pre 

and post demerger period. They found that the companies are getting better financial and operational efficiency 

after the demerger (Rakshit & Ghosh, 2010). 

From the literature above, it can be found that demerger tend to have positive influence over the company. In 

most cases, demerger improve the efficiency and the financial situation of the company. 

3. Research and Methodology 

As mentioned in the literature review, financial ratios are the most direct method used extensively in the analysis 

of financial performance. However, it‟s mentioned by Sundararajan that “Relaying too heavily on just a few 

indicators of bank profitability can be misleading” (V. Sundararajan, 2002). 
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Therefore, the methodological techniques of Ong et al. (2011) have been followed in this study; two relative 

techniques have been chosen for this study. First a comparison of DuPont ratio analysis is used for pre and posts 

Demerger-Merger. Second paired sample t-test is used to check the significant difference in financial 

performance between pre and post Demerger-Merger. 

3.1 Problem Statement 

The past research reveals the certain financial influence brought by the merger and demerger decision. However, 

less information is available on the Demerger-Merger impact. The research on banking sector regarding the 

impacts of merger and demerger has much importance for concerned customers, competitors, future growth, 

recent management, shareholders etc. Therefore, it‟s imperative to fulfill the research gap. This research 

examined the performance effects of ABN AMRO Bank‟s Demerger-Merger as measured by the financial ratios 

like net profit margin, total asset turnover, return on equity (ROE) and equity multiplier. 

3.2 Objectives of the Study 

• To analyze the impact of demerger of Royal Bank of Scotland N.V. (RBS) and merger of Fortis Bank 

Nederland on the financial performance of ABN AMRO Bank  

• To evaluate the banks performance in terms of net profitability 

• To analyze the performance of the Banks after demerger and merger in terms of return on assets 

• To find out the impact of merger on company‟s equity multiplier 

• To examine the effects of merger through asset utilization 

• To test the significant difference of financial ratios between Pre and Post Demerger-Merger 

3.3 Scope of the Study 

The current study chose ABN AMRO Bank to evaluate the financial performance of banks from the perspective 

of pre and post Demerger-Merger. The impact of demerger from Royal Bank of Scotland N.V. (RBS) and merger 

of Fortis Bank Nederland on the financial performance of ABN AMRO Bank have been evaluated. To compare 

the performance of Banks, three years pre Demerger-Merger and three years‟ post Demerger-Merger financial 

ratios are being computed and compared. The year of merger (2010) was considered as a base year and its 

financial data are listed as well for the comparison purpose. 

3.4 Sources of Data  

This study is based on secondary data. The financial and accounting data of banks is collected from the Annual 

report of the selected banks to examine the impact of Demerger-Merger. One thing need to be noticed is that due 

to the change of bank‟s name and structure, the financial data of 2007-2009 are from annual report of ABN 

AMRO Holding N.V., while the financial data 2010-2013 are from annual report of ABN AMRO Group. 

3.5 Financial Parameters  

The performance of the Banks is made in respect of the financial parameters such as Net Profit Margin, Return 

on Equity, Total Asset Turnover Ratio and Equity Multiplier Ratio in the DuPont model. 

The DuPont model was created by F. Donaldson Brown and developed by Saunders. The return on equity model 

disaggregates performance into three components: net profit margin, total asset turnover, and the equity 

multiplier (Saunders, 2000). 

In order to more effectively evaluate operational managers, Nissim and Penman (2001) suggest using a modified 

version of the traditional DuPont model in order to eliminate the effects of financial leverage and other factors 

not under the control of those managers. (Nissim & Penman, 2001). And the modified DuPont model has 

become widely recognized in the financial analysis literature,like in the research of Pratt and Hirst (2008), 

Palepu and Healy (2008), and Soliman (2008). To avoid the limitation of original DuPont model, the modified 

version of model is used in the following part. 

3.6 Sample: ABN AMRO Bank  

It‟s a rare case for one bank to go through demerger and merger in the same year. However, in 2010, the ABN 

AMRO Bank demerged from the Royal Bank of Scotland Group (RBS) and merged with Fortis Bank Nederland 

three months later. Therefore, ABN AMRO Bank are taken as the sample to evaluate the impact of 

Demerger-Merger on the performance of the Banks. The brief introduction and important events of the bank are 

listed as follow.  

ABN AMRO Bank N.V. is a Dutch state-owned bank with headquarters in Amsterdam. It is an all-round bank 
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servicing retail, private and commercial banking clients (ABN AMRO Group, 2015). It was re-established, in its 

current form in 2009, following the acquisition and break-up of the original ABN AMRO by a banking 

consortium consisting of Royal Bank of Scotland Group, Santander Group and Fortis. 

After the severe recession in 2009, both the world economy and the Dutch economy started to pick up in 2010, 

and the recovery was reflected in the results of the bank. However, the dominant theme for ABN AMRO Bank in 

2010 was splitting up and merging. Splitting up a bank is a complex endeavour; splitting up a bank and 

preparing for a merger at the same time is even more complex.  

3.6.1 Demerger-Separation 

Splitting up an integrated bank which is not organized into legal entities implies allocating assets, liabilities and 

capital among the different parties. ABN AMRO Bank demerged from Royal Bank of Scotland Group (RBS) in 

the first quarter of 2010. The activities of HBU, IFN Netherlands, two corporate client units and thirteen 

branches were separated and sold to Deutsche Bank. In addition, Fortis Bank Nederland, which had been 

dependent on BNP Paribas Fortis for many centralized activities, was successfully separated in (ABN AMRO 

Group, 2015). 

3.6.2 Merger-Integration 

The Dutch State announced its intention to merge the State-acquired businesses of ABN AMRO and Fortis Bank 

Nederland in order to create a new, viable bank in 2008. The integration was prepared while the separation 

activities were still under way. 

In April 2010, when the legal separation of the former ABN AMRO Holding was finalized, the retail 

organization started “two-in-one” bank branches (combined location, separate handling of clients) and closed 

down 146 branches in the following months. 

From 1 July 2010, ABN AMRO Bank N.V. (ABN AMRO) and Fortis Bank (Nederland) N.V. (Fortis Bank 

Nederland) legally merged and start operating as a single bank under the name of ABN AMRO Bank. And the 

retail activities were fully integrated in 2010. (ABN AMRO Bank N.V., 2015). 

3.7 Ratios 

Return on equity, ROE, is first decomposed into return on asset, ROA, and the equity multiplier, EM. Return on 

assets is decomposed into net profit margin and total asset turnover: 

ROE = (ROA) (EM)                                (1) 

ROA = (NPM) (TAT)                                (2) 

Where, 

ROE = return on equity; 

EM = the equity multiplier; 

TAT = total asset turnover; 

ROA = return on assets; 

NPM = net profit margin. 

Return on equity is net income divided by total equity capital and return on assets is net income divided by total 

assets. The equity multiplier is the ratio of total assets and total equity capital. The net profit margin is net 

income divided by sales and total asset turnover is net sales divided by total assets. 

ROE = (NI)/(TEC) * 100                               (3) 

ROA = (NI)/(TA) * 100                                (4) 

EM = (TA)/(TEC)                                  (5) 

NPM = (NI)/(NS) * 100                                (6) 

TAT = (NS)/(TA) * 100                                (7) 

Where, 

NI = net income; 

TA = total asset; 

TEC = total equity capital; 
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NS=net sales. 

The DuPont system of financial analysis above provide an efficient way to understand the change of company‟s 

financial performance before and after Demerger-Merger. 

4 Results and Discussion 

4.1 DuPont Analysis of ABN AMRO Bank 

 

Table 1. Financial profile of ABN AMRO bank 

 Pre Demerger-Merger Base Year Post Demerger-Merger 

 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 

Net Profit 9975 3595 (-4400) (-414) 689 1153 1150 

Net Sales 28443 20331 4768 15628 9651 10159 8799 

Total Equity Capital 15998 17077 18880 12099 11400 12864 13555 

Total Asset 1025213 666817 469345 379599 404682 393758 372022 

 

Table 2. Financial performance of ABN AMRO bank 

 Pre Demerger-Merger Base Year Post Demerger-Merger 

 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 

Net profit Margin 35.07 17.68 -92.28 -2.64 7.14 11.35 13.18 

Total Asset Turnover  2.77 3.05 1.02 4.12 2.38 2.58 2.37 

Return on Equity  62.35 21.05 -23.31 -3.42 6.04 8.96 8.56 

Equity Multiplier 64.08 39.05 24.85 31.37 35.50 30.61 27.45 

 

In Table 1, the core financial data from ABN AMRO Bank‟s annual consolidated financial statement during 

2007-2013 are listed. 

Table 2 indicated the core financial ratios of ABN AMRO Bank from 2007 to 2013 used in this analysis. In order 

to analyze the financial performance of banks after Demerger-Merger. The financial and accounting ratio like net 

profit margin, total asset turnover, return on equity, and equity multiplier have been calculated.  

4.1.1 Net Profit Analysis 

Net profit margin ratios show how much of each dollar earned by the company is translated into profits and are 

an indication of how effective a company is at cost control. It‟s calculated by dividing net profit by net sales. The 

higher the net profit margin is, the more effective the company is at converting revenue into actual profit. 

As mentioned before, in October 2007, a consortium of the Royal Bank of Scotland Group, Fortis and Banco 

Santander, known as RFS Holdings B.V. acquired the bank, in what was the world‟s biggest bank takeover to 

date (ABN AMRO Bank N.V., 2015). This takeover brought huge profit to the bank which is mainly come from 

the profit from discontinued operations amount to 8177 million euros in its 2007 financial statement. It also 

made this year‟s net profit increased to the historical level of 9975 million euros. Thus, the 2007 net profit 

margin is as high as 35.07 percent, which massively exceeds other year‟s number. 

The 2008 is another special year for ABN AMRO Bank, its owner RBS and Fortis ran into serious trouble: the 

large debt created to fund the takeover had depleted the banks‟ reserves just as the financial crisis of 2007-2010 

started (ABN AMRO Bank N.V., 2015). As a result, the Dutch government stepped-in and bailed out Fortis in 

October 2008. Therefore, although the net sales almost remained the same as the last year, its net profit went 

down to 3595 million euros and the net profit margin decreased to 17.68 percent. 

Due to the further influence of financial crisis, the ABN AMRO Bank had net loss of (-4400) million euros in 

2009, which lead to the abnormal data of negative net profit margin (-92.28 percent) at the same year. The 

prolonged recession unavoidably influenced the financial performance of bank in 2010 as well, lead to the net 

loss of (-414) million euros and negative net profit margin (-2.64 percent). However, the bank‟s restructure made 

the net sales increased from low of 4768 million euros to 15628 million euros. 

After the demerger and merger happened in 2010, the bank‟s net profit slowly increased in the next three years 

from a low of 689 million euros in 2011 to 1150 million euros in 2013 with the net sales stay around ten 

thousand million euros. Correspondingly, the net profit margin increased from 7.14 percent in 2011 to 13.18 

percent in 2013. 
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4.1.2 Asset Utilization Analysis 

The asset utilization ratio calculates the total revenue earned for every dollar of assets a company owns. It can be 

calculated by dividing net sales by total asset. This ratio indicates a company‟s efficiency in using its assets. 

Compared to other ratios in the DuPont model, the total asset turnover ratio of the bank is quite stable during the 

2007-2013. The highest amount (4.12 percent) appeared in the 2010, the base year of Demerger-Merger, mainly 

due to the lowest total asset amount (379599 million euros). The lowest amount (1.02 percent) appeared in the 

2009, which is the result of the lowest net sales (4768 million euros) among all this year. 

4.1.3 Return on Equity Analysis 

One of the most important profitability metrics is return on equity (ROE). It can be derived by dividing net profit 

by total equity capital, which represents the amount earned by each unit of shareholder equity. It also shows a 

company‟s capability to generate cash internally. Generally, higher the return on equity is, more profitable a 

company is compared to other competitors in its industry. 

Similar to the net profit margin, the ABN AMRO Bank had the highest ROE amount (62.35 percent) in 2007 due 

to high net profit from the acquisition deal. And the negative amount in 2009(-23.31 percent) and 2010(-3.42 

percent) is the result of net losses caused by the financial crisis. In the post Demerger-Merger years, the ratios 

remain steady with slightly increase from 6.04 percent in 2011 to 8.56 percent in 2013. 

4.1.4 Equity Multiplier Analysis 

The equity multiplier is a variation of the debt ratio, which is any method of determining a company‟s financial 

leverage. It can be calculated by looking at a company‟s balance sheet and dividing the total assets by the total 

stockholder equity. The data of ABN AMRO Bank shows a larger portion of asset financing of bank is being 

done through debt. Although average of the ratio had declined after the Demerger-Merger, the bank still has a 

high amount of financial leverage. Financial leverage can be a two-sided sword. Some companies may use 

financial leverage wisely to finance assets that will pull the company out of debt in the long run. However, as 

with any individual or company, the greater the debt used to finance assets, the greater the risk (wiseGEEK, 

2015). Therefore, the investment risk of ABN AMRO Bank has slightly decreased after Demerger-Merger 

process. 

Since the total asset of the bank decrease from the 1025213 million euros in 2007 to the 372022 million euros in 

2013, which almost shrinks to the one-thirds of the original one, and there is no big variation in total equity 

capital during this years, the equity multiplier declined from the highest amount of 64.08 percent in 2007 to the 

27.45 percent in 2013. 

4.2 T-test Analysis of ABN AMRO Bank 

4.2.1 Hypotheses Statements 

From previous sections, we can infer that merger and demerger have complicated impacts on the performance of 

organizations. This study is conducted on the ABN AMRO Bank to evaluate the impact of merger and demerger 

happened simultaneously on the financial performance. Therefore, following are the assumptions towards the 

hypothesis statements of the study: 

1. Testing the significant difference between Pre and Post Demerger-Merger Net Profit Margin 

H0 (Null Hypothesis): There is no significant difference between pre and post Demerger-Merger Net Profit 

Margin. 

H1 (Alternative Hypothesis): There is a significant difference between pre and post Demerger-Merger Net Profit 

Margin. 

2. Testing the significant difference between Pre and Post Demerger-Merger Total Asset Turnover 

H0 (Null Hypothesis): There is no significant difference between the pre and post Demerger-Merger Total Asset 

Turnover.  

H1 (Alternative Hypothesis): There is a significant difference between the pre and post Demerger-Merger Total 

Asset Turnover. 

3. Testing the significant difference between Pre and Post Demerger-Merger Return on Equity 

H0 (Null Hypothesis): There is no significant difference between the pre and post Demerger-Merger Return on 

Equity. 

H1 (Alternative Hypothesis): There is a significant difference between the pre and post Demerger-Merger Return 
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on Equity 

4. Testing the significant difference between Pre and Post Demerger-Merger Equity Multiplier 

H0 (Null Hypothesis): There is no significance difference between the pre and post Demerger-Merger Equity 

Multiplier. 

H1 (Alternative Hypothesis): There is a significant difference between the pre and post Demerger-Merger Equity 

Multiplier. 

4.2.2 T-test Data Analysis 

 

Table 3. Mean and standard deviation of pre demerger-merger and post demerger-merger ratios of ABN AMRO 

bank 

  Mean Std.Deviation P-value Sig. 

Net profit Margin Pre 

Post 

-13.18 69.06 0.62 0.62 

 10.56 3.10 

Total Asset Turnover  Pre 

Post 

2.28 1.10 0.81 0.81 

2.44 0.12 

Return on Equity  Pre 

Post 

20.03 42.84 0.68 0.68 

 7.85 1.58 

Equity Multiplier Pre 

Post 

42.66 19.86 0.34 0.33 

31.19 4.06 

 

In Table 3, the mean, standard deviation, t value and significance of financial ratios during pre and post 

Demerger-Merger period are listed separately. All the financial and accounting ratios above have been computed 

by the researcher‟s. 

The merger of the ABN AMRO Bank N.V. with the Fortis Bank Nederland is shown and then the financial 

performance between the Pre& Post Demerger-Merger has been compared on the basis of key ratios. It is found 

that there is a significant increase in the mean of net profit margin (-13.18 percent Vs 10.56 percent) and P-value 

equals 0.62. The mean of net profit margin increased after the Demerger-Merger so the bank‟s performance has 

improved in the post Demerger-Merger period. The data also shows that there is almost no difference in the 

mean of total asset turnover (2.28 percent Vs 2.44 percent) and P-value equals 0.81. It is found that the mean 

value of gross profit margin has increase, but it doesn‟t show significant. The mean value of return on equity of 

bank has been decreased from 20.03 percent to 7.85 percent after merger, which indicated that bank gave more 

returns to the equity shareholders after Demerger-Merger. And P-value equals 0.68, which means there is no 

significance. Last but not the least, the equity multiplier shows no significance with mean value (42.66 percent 

Vs 31.19 percent) and P-value 0.34. However, the decrease of equity multiplier indicates that the leverage 

structure of bank was improved which directly increased the performance of the banks. The majority of financial 

parameters analyzed above indicate that bank‟s performance has been slightly improved after Demerger-Merger. 

The result of the „t‟ test shows that the difference in the Net Profit Margin, Total Asset Turnover, Return on 

Equity and Equity Multiplier is not significant statistically, therefore, the H0 is accepted, which means that there 

is no significant difference between the pre and post Demerger-Merger financial performance in case of the ABN 

AMRO Bank. However, there are differences in absolute terms. 

All the standard deviations of the financial ratios went down after the Demerger-Merger. The biggest drop of 

standard deviation occurred at the net profit margin, from 69.06 to 3.10. At the meantime, the return on equity 

and equity multiplier declined from 42.84 to 1.58, 19.86 to 4.06, separately. While the standard deviations of 

total asset turnover changed from 1.10 to 0.12, which is a small decline compared to the other three ratios. The 

decline of standard deviation means the bank had less volatility after the Demerger-Merger, which bring less 

financial risk to its operation. In this aspect, the overall financial performance of the bank has been improved. 

5. Summary and Conclusion 

The banking industry is one of the rapidly growing industries around the world. Through Mergers and 

acquisitions, some banks achieved significant growth. And by going through the demerger, the banks can unlock 

shareholder value, improve company focus, help to eliminate negative synergies and free up capital. However, 

the poor long run post merger performance of many companies and some entrepreneurs‟ ambitions to rush into a 

merger deal has bring concern to the question that what‟s the financial impact of a merger or demerger.  
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Numerous studies have been done to determine the impact of merger or demerger on the bank and other financial 

sectors. This research fills the gap of Demerger-Merger analysis in the bank by using DuPont analysis. The study 

purpose is to assess the impact of Demerger-Merger on the financial performance of ABN AMRO Bank. Two 

statistical techniques are used in this study; first the analysis of pre and post Demerger-Merger financial ratios is 

drawn and second paired sample t-test is used.  

Based on the analysis of 3 years pre and post Demerger-Merger financial ratios and data of ABN AMRO Bank, 

the result shows that there is insignificant difference in the financial performance of banks between pre and post 

Demerger-Merger. That means the performance of banks is not improved neither regressed through the 

implementation of Demerger-Merger. However, the financial data of bank shows the slightly increase in 

profitability, efficiency, liquidity, and leverage ratio(s). The recession brought by the 2008 financial crises can 

contribute to the reasons why bank didn‟t improve a lot after the demerger and merger. 

This research provides an insight picture for financial and non-financial institutions to consider the use of 

Demerger-Merger as a special approach, and the investors and stockholders should be familiar about financial 

performance of Demerger-Merger in the industry. It is recommended to bank officers and directors that they 

should prudently consider the potential impact involved in a Demerger-Merger decision before choosing and 

accepting for Demerger-Merger. The banks, which are not performing well can consider the Demerger-Merger 

option after the review of the past cases and detailed research of its situation.  

5.1 Limitations of the Study 

• This study is a secondary based research. Therefore, financial data taken for the study are limited to the 

belief that they expose the reality and an accurate picture. 

• This study is based upon only one single case as sample study, which restricts the generalization of the 

results. 

• There is limited research on the bank deal with demerger and merger at the same time, so no historical 

comparison is made in this article.  

• The bank is running in a complicated environment, some possible influential factors are not identified in 

this article. 

• Since the analysis here include the data of financial crisis period from 2008 to 2010, the accuracy of the 

result should consider the possible influence of this factor.   

5.2 Scope for Future Research 

• Future research should consider taking more cases. 

• Since bank is only a specific type of business, future study can be done to compare the result of 

Demerger-Merger impact in different industries. 

• Future research can be done to consider the practical influence of Demerger-Merger, for instance, the 

employment and management problem caused by the restructuring of the bank. 

• Future studies should evaluate more variables including external profitability determinants, such as 

inflation, GDP growth rate, exchange rate etc. 
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