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ABBREVIATIONS  
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I. EXECUTIVE SUMMARY  

Bank M&As is a common phenomenon for developed financial markets. In fact, these markets 

have experienced waves of bank M&As in different decades. Therefore, it is possible to find many 

researches providing empirical evidence about the impacts of bank M&As in US and Europe. 

 

M&A wave in Turkish banking sector is relatively a new issue and impacts of these mergers have 

not been studied empirically. This paper aims to contribute to literature about recent bank mergers and 

acquisitions in Turkey which has been quite controversial for leading to significant foreign participation 

in the sector. 

 

Focus of the study is M&As of banks listed at ISE, which took place between 2004-2008. 

Because these M&As can be considered as the first voluntary bank M&A wave in Turkey. In the past, 

there were only three voluntary mergers and the others were government assisted M&As of banks in 

financial distress. 

 

Impacts of these M&As are examined using two methodologies: event study and case study. 

Event study part aims to test the null hypothesis that relevant M&As resulted in zero abnormal returns for 

shareholders over the event window. Event date is determined as the official announcement of a 

merger/acquisition in the daily bulletin of ISE. Daily stock prices of the banks are used to measure normal 

returns and ISE National 100 Index is taken as the benchmark to calculate abnormal returns. Taking the 

possibility of information leakage into consideration, cumulative abnormal returns (CARs) are used to 

quantify the response of the market to the announcements. Abnormal returns on approval date of M&As 

by BRSA and 252 trading days after the announcement are also tested for significance.  

 

Findings of the event study suggest zero abnormal returns in days surrounding the event and on 

the date of approval by BRSA. This implies that investorsô expectations about the future performance of 

the M&As were neutral. On the other hand, test statistics indicate significant negative abnormal return of 

0.16% in the post event window. Another important finding of the event study is that, stock market shows 

overreaction to the announcements, i.e. CARs indicating an upward or downward drift after the 

announcement date. This can be interpreted as violation of semistrong form of market efficiency.  

 

In order to understand actual performance of the banks after M&A, case study approach is 

employed. In this part, each merger and acquisition is analyzed from various points of view and pre and 

post M&A performance of the banks are compared along with performance of their peers. Performance 

indicators are following qualitative and quantitative criteria: improvements in corporate governance, 

organization and risk management, capacity (increase number of personnel, branches, and amount of 

loans, deposits), capital adequacy ratios, cost of debt financing, efficiency (ratio of expenses to income) 

and productivity (return on assets and return on equity). 

 

 In general, banks increased their profitability and experienced better capital ratios after 

merger/acquisition. All of them increased their capacity in terms of branches and work force, but only 5 
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of them were able to increase their share in the sector in terms of total assets, loans and deposits. Banks 

gave more emphasis to IT applications and alternative distribution channels. However, efforts to increase 

efficiency are not reflected in ratios yet. Yet, there has been limited period of time after the effective date 

of deals and slight increases in overall efficiency ratios for 2007 compared to 2006 signal prospective 

enhancements in this ratio. 

  

 A secondary research question is whether M&As improved banksô capital market activities with 

respect to share in total trading volume in ISE and variety of investment products offered. Result of 

analysis displays that banks increased their shares in the total trading volume but could not increase their 

investment products range due to restrictions in regulations. 
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I. INTRODUCTION  

In many countries banking sectors have experienced waves of consolidation in different decades. 

Mainly triggered by macro economic factors (financial crises and stock market booms) and deregulation 

in financial markets, M&As in banking sector have several impacts for the whole economy. These 

impacts were studied empirically and majority of the empirical literature is about US based bank M&As. 

After the introduction of Monetary Union, there has been an increase especially in cross border bank 

M&As in Euro zone and hence empirical evidence about their impacts. Over the period 1995 to the first 

half of 2000, ECB (2000) records 2153 M&As of credit institutions in the EU. From 1997 to 2003 the 

banking sector has experienced a 23% reduction in the number of banks operating in the EU (Campa and 

Hernando 2005).  

 

Similar to this trend, Turkish banking sector is through an ongoing process of consolidation since 

last five years. Driving forces behind this consolidation can be identified as regulations that promoted 

M& As in banking industry and foreign direct investment in Turkey
1
; stock market boom starting in the 

second half of 2003 (Figure 1); growing foreign investor interest subsequent to financial and political 

stability achieved in recent years and increased competition in banking sector.  

 

FIGURE 1 

ISE National 100 Index between January 2000-May 2007 

 
Source: Istanbul Stock Exchange, www.ise.gov.tr 

 

This paper aims to examine impacts of M&As of banks listed at ISE. Scope of the examination is 

limited to M&As over the period 2004-2008. Focusing on this specific period is motivated by several 

factors. First, prior to 2004 we do not observe voluntary mergers and acquisitions involving publicly held 

                                                           
1
 Foreign Direct Investment Law enacted in June 2003, defines foreign direct investment as share acquisitions of a 

company established in Turkey, any percentage of shares acquired outside the stock exchange or 10 percent or more 

of the shares or voting power of a company acquired through the stock exchange, and with this legislation all 

barriers to foreign direct investment were lifted. 

http://www.ise.gov.tr/
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banks, except merger of Garanti Bankasi A.S with Osmanli Bankasi A.S. in 2001, T. Sinai Kalkinma 

Bankasi A.S. with Sinai Yatirim Bankasi A.S in 2002 and Finansbank with Fibabank in 2003. In fact, 

until this period consolidation in banking sector was assisted by government, i.e. banks in financial 

distress were sold to or merged with other banks/institutions. Another important feature of this M&A  

wave is that mainly foreign bidders were involved and foreign participation in banking sector assets 

increased to 22.7%
2
 in September 2007 from 4.3% in 2004 (CBT: Financial Stability Report , 2007). 

 

Turkish banking sector has undergone a structural change following two economic crises that 

emerged in November 2000 and February 2001. In the first phase after the crises, 4 banks foundered and 

22 banks in financial distress were taken under control of Saving Deposit Insurance Fund (SDIF), in total 

representing around 16% of total assets of whole sector. Gradually 13 of the banks were merged with 

other banks, 5 of them were sold, 3 of them were liquidated and 1 of them was restructured in order to 

manage collection of debts due to be paid to SDIF.   

 

A short period before the crises Banking Act No 4389 came into effect in June 1999 and with this 

law an autonomous body, BRSA, was entitled to regulate and supervise banking sector in Turkey. On the 

other hand, in the last quarter of 2000 structural weaknesses facing the sector were determined to be as 

follows (BRSA Periodical: Structural Developments in Banking, 2006): 

 

-Insufficient equity 

-Small scale and sectional structure   

-Supremacy of government banks in the sector 

-Low asset quality (intensification of credits, intense group banking and its risks, mismatch between loans 

extended and provisions) 

-Over sensitivity to market risks  

-Inadequate internal control and risk management systems and corporate governance 

-Lack of transparency 

 

Given these weaknesses, outcomes of the economic program that was started to be applied in 

2000 began to deteriorate financial condition of banks. As a result of the crisis that occurred in November 

2000, interest rates increased rapidly and financial ratios of the banks were worsened even more.  In 

February 2001 exchange rate policy that had been employed was abandoned and exchange rates were left 

to floating. In addition to market and liquidity risks banking sector became vulnerable to currency risk. 

On the other hand, due to shrinkage faced by real sector asset quality of banking sector worsened and 

credit risk increased. In order to upgrade banksô financial conditions ñBanking Sector Restructuring 

Programò was put into practice in May 2001. In conjunction with this, several regulations about 

restructuring of banking sector were enacted. One of the main results of these regulations is that mergers 

and acquisitions among banks were promoted and obstacles to entrance of foreign banks into banking 

sector and their building partnerships with Turkish banks were lifted.  

 

                                                           
2
 It does not include shares held by foreign investors in the floating part of the bank stocks.  
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Afterwards the economic growth and financial stability achieved by Turkish economy in recent 

years and introduction of mortgage regulations in 2003, there has been an increasing foreign investor 

interest in Turkish banking sector. Beside horizontal mergers, strategic foreign investments in mid to big 

size were observed and the number of banks decreased to 50, whereas total assets of the sector increased 

to 561 billion YTL ($ 484 billion) by the end of 2007 (BAT periodical report : Our banks, 2007).  

 

In empirical literature, bank M&As are analyzed by two general methodologies: event studies and 

comparisons of pre and post M&A performance. Event studies examine the impact of M&A 

announcements on returns of the bidder and/or target over the event window. Rhoades (1994) made a 

summary of bank merger performance studies over 1980-1993 and he notes that all of the 21 event studies 

analyze the effect of an announcement on returns to the bidding firm, but only about one-half of the 

studies analyze the effect on the stock return of the target firm. Empirical evidence from these studies 

shows that reactions of the market are different for the target and the bidder. In summary, the event 

studies generally find that stockholders of target banks have gains. However, the evidence regarding 

returns to bidders, as well as that regarding the net returns to bidders and targets combined, is too 

inconsistent to derive any clear conclusion. In one of the handfuls of studies in European bank M&As, 

Campa and Hernando (2005) finds that target companies experienced a positive excess return around the 

announcement of the merger and with a slight positive excess-return on the 3-months period prior to 

announcement and returns to shareholders of the acquiring firms were essentially zero around 

announcement. 

 

Event study approach is based on the assumptions that stock markets are semistrong form of 

efficient and given this assumption, changes in stock prices reflect the expected performance of the 

announced M&A. It is important to note that investorsô expectation about the announced merger cannot 

be realized due to information asymmetries between the shareholders and the management. This is the 

main disadvantage of event studies and thus some research is focused on the operating performance of the 

merged or acquired bank.  

 

Rhoades (1994) draws attention to drop-off in event study methodology during the early 1990s in 

examining bank merger performance. His explanation for this is that event studies are designed to indicate 

the financial marketôs expectation as to the overall performance results of mergers, whereas recent 

interest has focused on the efficiency effects of mergers. 

 

In the second methodology, selected performance indicators or accounting data are used to 

determine the effects of M&As. These measures of performance are either compared to bankôs average 

over the past few years before the M&A or to a control group in order to control for confounding factors. 

Altunbas and Ibanez (2004) compared actual pre- and post- merger performance in a comprehensive 

sample of EU banks from 1992 to 2001 and found that on average, bank mergers in the EU resulted in 

improved return on capital. 

 

There are also studies combining both approaches (see Campa and Hernando (2005)). When 

applied to relatively large samples of M&As, combined approaches can provide indications about whether 
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the approaches tend to produce consistent results, and whether the mergers typically produce gains for 

shareholders (Pautler 2001).  

 

In this study, impacts of M&As are examined using both of the approaches mentioned above. 

First, event study methodology is employed to get inferences about the response of the market to relevant 

M&A announcements. Using daily stock prices of the banks and ISE National 100 Index as the 

benchmark, CARs surrounding the event date are calculated. Tests of aggregated CARs indicate zero 

abnormal returns both over the event window and on approval date of merger/acquisition by BRSA. On 

the other hand, evidence of negative CARs is found in the post event window. Another important finding 

of the event study is that immediately after the announcement date CAR increases or decreases 

significantly, which can be considered as violation of semistrong form of market efficiency.  

 

In order to understand the motives behind the M&As and analyze actual performances of the 

banks after M&As, case study approach is applied in the second part of the study. A control group 

consisting of deposit banks with no government stake and that did not experience an M&A in the relevant 

period is used in comparison for sake of eliminating confounding effects. In general banks show 

improvements in their capacity, profitability, share in trading volume and capital adequacy ratio, but there 

are not significant improvements in efficiency and variety of investment products offered. Interestingly, 3 

of the banks whose controls were taken totally by foreign financial groups experienced a sharp fall in 

profitability ratios (both ROE and ROA) along with no improvement in overall efficiency in the year 

following their acquisition. This can be associated with ñliability of foreignersò. More precisely, this is in 

accordance with Berger, Deyoung, Genay and Udellôs (2000) finding that, on average, foreign banks face 

higher operating costs and have lower profitability than domestic banks. Buch (2002) reported that 

information costs are the major disadvantages that banks face when buying and operating foreign 

subsidiaries. 

 

II.  INFORMATION  

III.1. Methodology Used and Data Sources
3
  

Impacts of the M&A s were first analyzed using an event study. Objective of the event study is to 

test the null hypothesis that relevant M&A announcements led to zero abnormal returns. Event date is 

determined as first formal announcement of a merger/acquisition in daily bulletin of ISE. For 5 of the 

banks, share selling or partnership intention was announced by the main shareholder several months 

before the bidder was announced. For these cases event window includes a period 3 trading days before 

public announcement of selling bankôs controlling shares till 3 trading days after the final bidder is 

announced. On the other hand, for the two merger cases event period starts from the announcement date 

of acquisition of majority shares and includes the period 3 trading days after the merger announcement 

date (T). In the last case event window includes a period 3 trading days before and after the 

announcement.  Pre (post) event window is 252 trading days before (after) the event window. In order to 

eliminate noise, confounding events (like divestiture, acquisition or dividend announcements) were 

isolated from pre/post event window. 

 

                                                           
3
 Notation used in this part is taken from Prof. Nico van der Sarôs lecture notes for Econometrics II.  
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Returns were calculated by using daily closing prices of the stocks and price data was obtained 

from a data supplier company called Finnet. For modeling the normal return market model was applied 

where ISE National 100 index was used for the market portfolio. In measuring normal returns, general 

stock price movements were removed and any confounding effects were separated out. Using market 

model for the control period, 

 

 = + +  

 and  were estimated and then used to measure normal returns in the test period: 

= + +  

 

Abnormal returns, calculated as the difference between the actual returns and the normal returns 

in the test period ( = - ), were aggregated in order to draw overall inferences for the event of 

interest. Cumulative abnormal returns were used over the event window because event window was 

expanded due to difficulty for some of the cases to identify the exact event date, or the possibility of slow 

reaction to the event and information leakage (insider trading) before the event date.  

 

=     =  

 

Thus corresponding test statistic is: 

=  *   where   , [ , ] is control period and  [K,L] 

event window. 

 

The analysis aggregating abnormal returns assumes that the event window of the included 

securities do not overlap in calendar time. In fact no clustering was observed in the event windows of 

relevant cases. 

 

On the other hand, taking small number of observations into account, sign test was used as a non 

parametric test in supplemental to the parametric test mentioned above. In this test the null hypothesis that 

positive and negative abnormal returns are equally probable were tested. Therefore, 

 

: = =  and corresponding test statistic: 

Z= -    )/  , where N is the sample size. 

 

In the case study part, each merger and acquisition was analyzed separately from various points 

of view such as valuation, financing, personnel, IT and organization. Gains from merger/acquisition were 

tried to be identified by comparing post merger/acquisition performance of the relevant bank with that of 

a control group. Control group consists of banks that are in the same category (deposit banks with no 

government interest) and were not subject to an M&A in the relevant period. In case studies, post M&A 

performance of the banks were analyzed from views of improvements in corporate governance, 
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organization and risk management, capacity (increase number of personnel, branches, and amount of 

loans, deposits), capital adequacy ratios, cost of debt financing, efficiency (ratio of expenses to incomes) 

and productivity (return on assets and return on equity). Data related to this part of analysis was obtained 

from several sources, namely, web sites of BRSA, BAT, CBT and daily bulletins of ISE.  

 

A secondary question searched was whether capital market activities of these banks enhanced in 

terms of trading volume and variety of products offered. Implications were derived from comparisons of 

trading volume of the banks in ISE and by examining investment products offered before and after M&A. 

Data related to trading volume was taken from web site of ISE and information regarding investment 

products from websites of the banks.  

 

 III.2. Findings of Event Study 

When graphs of CARs are analyzed individually (see Appendix II), it can be seen that market 

gave a response that is immediate but not full to the announcements that Denizbankôs and Disbankôs 

(Fortisbankôs) shares would be sold. After announcement of the buyerôs identity, again market gave an 

immediate but not full reaction. Same pattern is observed for Finansbank, Sekerbank and Garanti case, 

except that market gave negative response to announcements about the buyer. TEB returns preceding the 

public release of the acquisition yields an interesting pattern. A clean jump in return is not observed, 

instead abnormal returns are observed before the official announcement, which can be an indicator of 

information leakage to some market participants. It can be seen that Yapi Kredi Bankôs acquisition by 

Kocbank was considered as a positive event by investors. On the other hand, marketôs response to 

announcement of its merger with Kocbank was not positive. Akbank was the acquirer bank in the merger 

and its CARs are negative in the whole event window.  

 

Response of market to the announcements during the event window was quantified by cumulative 

abnormal returns (CARs). Test for significance of CARs over the event window suggest that we cannot 

reject the null hypothesis that M&A announcements lead to zero abnormal returns at 5% significance 

level. Test was repeated after excluding mergers but evidence of abnormal returns was not available. This 

evidence is supported by the sign test. Moreover, significance test for ARs was conducted specific to date 

of approval of merger/acquisition by BRSA and test statistics indicate zero abnormal returns on date of 

approval. 

 

Pattern of ARs 252 trading days after the event period was also examined. Result of the test 

suggests negative abnormal return (-0.16%) at 5% significance level.  
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III.3. Case Studies 

III.3.1. Denizbank 

Denizbank was established in 1938 as a state owned bank in order to provide financing to 

maritime industry. In 1992 it was merged by another state bank, Emlakbank. After its privatization in 

1997, it continued its operations under control of Zorlu Group. Majority of Bankôs shares were sold to 

Dexia group after a deal concluded in May 2006. Since 2004 Denizbank shares are quoted at ISE and by 

the end of 2007 99.81% of its shares are held by Dexia Participation Belgique S.A.  

 

Denizbank shares corresponding to 74.99% were sold for $ 2,428,573,379.51 cash after deducting 

amount paid for 32,481,802 Zorlu Energy A.S. shares held by Denizbank. These shares were bought at a 

price of $ 8,812,911 by Zorlu Holding A.S., firm controlling Denizbank shares before the acquisition. 

According to capital market regulations the buyer had to make mandatory offer to other investors and 

paid 15.1207 YTL per share. After completion of the procedure Dexia Groupôs share increased from 

74.99% to 98.88%. 

 

In a presentation by Dexia Group, main motivation for the deal is stated as establishing Dexia in 

one of the largest and fastest growing countries in the region through acquisition of one of the most 

dynamic and profitable banks in Turkey (Dexia Analysts/Investors presentation: ñAcquisition of 

Denizbankò, 31.05.2006). According to same report areas of focus are corporate/commercial deals, 

infrastructure market and new financial products, help in refining risk methodology and preparing 

Denizbank for Basel II.  

 

Following the acquisition board of directors of Denizbank changed: numbers of board members 

increased to 11 and 3 members representing Dexia Group were nominated. There is no other significant 

change in the organization of Bank due to acquisition.  

 

In 2007, a year after the acquisition ratio of alternative distribution channels transactions to total 

transactions increased from 31% to 34% (Denizbank Annual Report, 2007). 

 

An important advantage of the acquisition depicts itself in Denizbankôs ability to get longer 

maturity loans from the international markets. Before the acquisition tenor of loans is at most 7 years, 

whereas this rises up to 10 years. Moreover, Bank had rating upgrades from Fitch and Moodyôs in the 

period following the acquisition.  

 

Acquisition procedure was completed in second half of 2006. Since then, there has been an 

increase  in capacity in terms of loans, deposits and total assets (Figure 2). Besides, number of branches 

and employees increased each year. In calendar year preceding the acquisition, Denizbank had 232 

branches and 5,059 employees, whereas number of branches is 353 and number of employees 6,877 as of 

July 2008. 
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FIGURE 2 

Denizbankôs Share In the Sector  

 

Despite the increase in capacity, it can be seen from the figure below that Denizbankôs capital 

adequacy ratio increased whereas banks in the control group experienced decreasing capital adequacy 

ratios in the same period.  

 

FIGURE 3 

Capital Adequacy Ratio of Denizbank 

 

With respect to profitability, Denizbank experienced lower ROA and ROE ratios in 2007 

compared to its pre acquisition levels (Figures 4/A and 4/B).  
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FIGURE 4/A 

Denizbankôs Return On Equity  

 

FIGURE 4/B 

Denizbankôs Return on Assets 

 

In order to understand this decrease in profitability ratios, Denizbankôs efficiency ratios before 

and after the acquisition were examined. As seen from the following graphs, Denizbank experienced a 

slight increase in personnel and other operating  expenses but a significant decrease in total operating 

income compared to to assets after acquisition. As far as overall efficiency is considered, it is observed 

that ratio of total income to total expenses fell. On the other hand, control group on average, increased its 

ratio of total income to total expenses in 2007. 
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FIGURE 5/A 

Denizbankôs Ratio of Operating Expenses to Total Assets 

 

 

FIGURE 5/B 

Denizbankôs Ratio of Operating Income
4
 to Total Assets 

 

 

 

 

 

                                                           
4
 Total Operating Income = Interest Income - Interest Expenses - Provisions for Loan Losses + Income from 

Commissions (net) + Income from FC Transactions (net) + Income from Capital Market Transactions (net) + Other 

Operating Income 

Net Interest Income = Interest Income - Interest Expenses - Provisions for Loan Losses 
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FIGURE 5/C 

Denizbankôs Ratio of Total Income to Total Expenses 

 

  

III.3.2. Finansbank  

Finansbank was established by a former bank executive Husnu Ozyegin in 1987. Shares of the 

bank are quoted at ISE since 1990. 46% of the  shares were sold to Greeceôs oldest and biggest bank 

National Bank Of Greece (NBG) following a deal signed at 03.04.2006. As of 31.12.2007 76.99% of its 

shares are held by NBG and 7.90% of its shares by NBGI Holdings B.V.   

 

NBG paid a total of $ 2,774,000,000 cash for 46% plus 100 founder shares. In mandatory offer 

made to other investors 5.9356 YTL was paid per share and NBGôs share in the bank increased to 89.4%.   

 

With respect to organization, Husnu Ozyegin, chairman, along with the executive team hold their 

positions, but two representatives of NBG were assigned as board members.  

 

Bank formed a risk management comittee in 2007 and started 48 projects to comply with NBGôs 

strategies and Basel II. Priority was given to technology based applications, as a result Bank saved 

2,500,000 YTL in 2007 (Finansbank Annual Report, 2007).  

 

Finansbank was able to get long term loans from international credit market before the 

acquisition, but it is noticed that it signed a loan agreement at 07.12.2007 with European Investment Bank, 

where NBG was the guarantor.  
 

Finansbank did not experience growth  in  terms of assets, loans and deposits share following the 

acquisition (see Figure 6). On the other hand, it increased its number of branches and employees. While it 

had 309 branches and 7,751 employees at the end of 2006, these numbers increased to 418 and 9,355 

respectively in July 2008. 
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FIGURE 6 

Finansbankôs Share in the Sector  

 

In year 2007 following the acquisition, capital adequacy ratio of Finansbank deteriorated which is 

also valid for control group for 2007 (Figure 7). 

 

 

FIGURE 7 

Capital Adequacy Ratio of Finansbank  

 

Profitability ratios of Finansbank worsened in 2007, while banks in control group raised these 

ratios in 2007 (Figure 8/A and 8/B).  
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FIGURE 8/A 

Finansbankôs Return On Equity  

 

 

 

 

FIGURE 8/B 

Finansbankôs Return On Assets 

 

Efficiency ratios demonstrate that Finansbankôs operating expenses, especially personnel 

expenses, with respect to total assets increased and operating income to total assets ratio went down after 

the acquisition. However, when overall figures are considered Finansbank increased its efficiency and 

stayed above its peers (Figure 9/A, 9/B and 9/C). 
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FIGURE 9/A 

Finansbankôs Ratio of Operating Expenses to Total Assets 

 

 

 

 

FIGURE 9/B 

Finansbankôs Ratio of Operating Income to Total Assets 
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FIGURE 9/C 

Finansbank Ratio of Total Income to Total Expenses 

 

 

III.3.3. Fortis Bank A.S. (former Turk Dis Ticaret Bankasi-Disbank A.S.) 

Disbank was founded as a privately owned bank in 1964 and its shares are quoted at ISE since 

1990. In July 2005, major shareholders sold their shares (89.34%) to Fortis Bank N.V/S.A for ú  

880,025,533 cash subject to final price adjustment. A mandatory offer was made between 23.09.2005-

10.10.2005 at a price of 4,42 YTL per share to other shareholders holding 10.7%.  

 

After the offer, share of Fortis Group in Bankôs capital increased to 93.26% and Bankôs name was 

changed as ñFortis Bank A.S.ò at 24.11.2005. Subsequently, number of board members was increased to 

11 and 8 of them were representatives of Fortis Group. Bankôs CEO was also changed in 2006.  

 

Fortis Group considered Turkish banking sector attractive given its absolute size, low penetration 

of banking products, growth potential, market concentration and relative absence of foreign competitors 

(Presentation of Fortis Group to Investment Community, 12.04.2005) 

 

Afterwards being acquired by Fortis Group, Bankôs share in total loans and deposits raised slightly 

each year. However, this increase was not reflected in its share to total assets (Figure 10). Bank expanded 

in terms of branches and personnel capacity: Number of branches increased from 186 in 2005 to 296 in 

July 2008 and the number of employees from 4,048 to 5,464 in the relevant period. 
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FIGURE 10 

Fortisbankôs Share in the Sector 

 
 

 

While banks in the control group had declining capital adequacy ratios over the period 2004-2007, 

Fortisbank managed to keep its capital adequacy ratio relatively stable (Figure 11).  

 

FIGURE 11 

Fortisbankôs Capital Adequacy Ratio 

 
 

As it is illustrated in the figures below, Fortisbankôs profitability ratios went to lower limits till 

2006. Despite the growth in profitability in 2007, Bank is still outperformed by its peers in the control 

group.  
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FIGURE 12/A 

Fortisbankôs Return on Equity 

 
 

 

 

 

 

FIGURE 12/B 

Fortisbankôs Return on Assets 

 
 

As far as efficiency ratios are concerned, it can be concluded that Fortisbank managed to decrease 

operating expenses ratio to total assets. But there is fall in operating incomeôs ratio to total assets and 

overall efficiency ratio (See figures 13/A, 13/B and 13/C). 
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FIGURE 13/A 

Fortisbankôs Ratio of Operating Expenses to Total Assets 

 
 

 

 

 

FIGURE 13/B 

Fortisbankôs Ratio of Operating Income to Total Assets 
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FIGURE 13/C 

Fortisbankôs Ratio of Income to Total Assets 

 
  

III.3.4. Turkish Economy Bank (TEB) 

TEB started its operations in 1927 as a locak bank under title Kocaeli Turk Bankasi A.S. and 

specialized in financing of foreign trade. In 1981 bank was sold to Colakoglu group and its title was 

changed to Turk Ekonomi Bankasi A.S. In 2000 its shares began to be traded at ISE. In February 2005 

major shareholder, Teb Mali Yatirimlar A.S., became partner with ú  zoneôs biggest bank: BNP Paribas.  

 

Currently BNP Paribas indirectly controls shares of the bank through its 50% stake in Teb Mali 

Yatirimlar A.S. which in turn controls 84.25% of TEB shares. Excluding extra payments in due, BNP 

Paribas paid $ 216,800,000 cash for the deal. 

 

According to regulations, buyer was exempted from mandatory offer procedure because 

acquisition was approved by required majority of shareholders in general assembly.  

 

Thereafter, members in the executive board was increased to 9; 4 of them elected from 

representatives of BNP Paribas and some executives of the bank changed.  

 

TEB has utilized BNP Paribasôs know-how and experience particularly in individual banking and 

proving funds to small&medium sized enterprises. Bank has focused on alternative distribution channels to 

increase efficiency, e.g. number of customers using internet branch increased 50% in 2006 (TEB Annual 

Report, 2006).   

 

It is noted that TEB began to get more funds after the acquisition in coordination of BNP Paribas. 

In addition, it obtained 90 million ú  loan with a tenor of 10 years from BNP Paribas at 30.06.2006. 
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As seen from the figure below, TEBôs share in the sector increased with a solid rate. At the same 

time its number of branches and employees more than doubled over the period 2005-July 2008; from 112 

to 285 for branches, from 2,619 to 5,626 for employees.  

 

FIGURE 14 

TEBôs Share in the Sector 

 

Improvement in capital adequacy ratio is observed after the acquisition though it is still lower 

than that of control group (Figure 15).  

 

FIGURE 15 

TEBôs Capital Adequacy Ratio  
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Despite the fall in 2007, ROE ratio of TEB excelled that of its peers in the control group (Figure 

16/A). ROA ratio, on the other hand, declined in two consecutive years after the share transfer (Figure 

16/B). 

 

FIGURE 16/A 

TEBôs Return on Equity 

 

 

 

FIGURE 16/B 

TEBôs Return on Assets  
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Bankôs post acquisition ratios of operating expenses to total assets are lower than pre acquisition 

ratios. This is also valid for ratio of operating income to total assets and reflected in lower ratios of total 

income to total expenses after the acquisition (See Figures 17/A, 17/B and 17/C). 

 

 

FIGURE 17/A 

TEBôs Ratio of Operating Expenses to Total Assets  

 

 

FIGURE 17/B 

TEBôs Ratio of Operating Income to Total Assets 
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FIGURE 17/C 

TEBôs Ratio of Total Income to Total Expenses 

 

 

III.3.5. Akbank 

Akbank was founded in 1948 in Adana/Turkey to provide financing to cotton producers in that 

area. Since 1990 its shares are listed at ISE. Akbank became one of the major banks in Turkey with its 

subsidiaries operating in various financial fields. Akbank merged with BNP-Ak-Dresdner Bank A.S. in 

2005 and subsequently 20% of its shares were sold to Citigroup in January 2007.  

 

Value of the target bank was determined based on net asset value and ú 57,294,000 cash was paid 

for 60% of the shares. Akbankôs share in the bank increased to 99.99% before Akbank merged with this 

bank. There were not significant organizational changes after the merger.  

 

Comments in annual reports of Akbank regarding merger with BNP-Ak-Dresdner Bank A.S. 

implies that Akbankôs major motivation was growth.However, in annual report of 2007 it is stated that 

strategic alliance with Citigroup has contributed to Akbankôs expanding its commercial banking activities 

and product range. 

 

Akbank was awarded as the ñbest consumer internet bankò of Europe in Best Bill Payment & 

Presentment category by Global Finance in 2007. In August 2007 it succeeded to get a syndicated loan of 

1 billion ú  to provide financing to foreign trade, which was by far the highest amount of sydicated loan 

and the one with lowest cost ever extended to a Turkish bank.  

 

Akbankôs share in the sector increased significantly in the year merger was completed, but in 

following years this level was not achieved (Figure 18). Bank increased its capacity in terms of branches 

(660 by 2005 vs 728 by July 2008) and work force (11,186 personnel by 2005 vs 13,748 by July 2008).  
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FIGURE 18 

Akbankôs Share in the Sector 

 

Bankôs capital adequacy ratio went up slightly in the next year after the merger but this rise had 

been temporary. In the same period banks in control group experienced sharper falls. 

 

 

FIGURE 19 

Akbankôs Capital Adequacy Ratio  

 

 

Akbankôs ROE jumped to 22.6% in 2005 and stayed at the same level in 2006. It is worth noting 

that while banks in control group increased their ROE ratio in 2007, Akbankôs ROE ratio decreased. 

There were not drastic changes in ROA ratio by years and it remained higher than that of Akbankôs peers.  
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FIGURE 20/A 

Akbankôs Return on Equity 

 

 

 

 

 

FIGURE 20/B 

Akbankôs Return on Assets 

 

Operating expenses  ratio to total assets increased from 3.3% to 3.8% after the merger in 2006 

and fell to its pre merger level in 2007. The same trend is valid for ratio of operating income to total 

assets. With regard to total income to total assets ratio, Akbank could not achieve pre merger levels and 

trend is similar to that of banks in control group (Figures 21/A, 21/B and 21/C).  
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FIGURE 21/A 

Akbankôs Ratio of Operating Expenses to Total Assets 

 

 

 

FIGURE 21/B 

Akbankôs Ratio of Operating Income to Total Assets 

 

 

 

 

 

 


