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Abstract

This thesis examines the impact of merger and acquisition (M&A) financing strategies on the
financial performance of acquiring financial institutions in an emerging market context. The
study is highly relevant given the intensifying competition in the banking industry, where the
choice of transaction financing structure fundamentally determines long-term risk profiles and
stability. The primary subject of the research is the Georgian banking sector, specifically
focusing on the 2016 large-scale strategic transaction where JSC TBC Bank acquired a 93.64%
stake in JSC Bank Republic. The objective is to investigate the differentiated impact of the
utilized mixed financing structure (cash and equity emission) on the combined bank's financial

ratios.

To verify the hypotheses, a mixed-methods research methodology combining quantitative and
qualitative approaches was employed. The quantitative analysis relies on National Bank of
Georgia statistics and audited financial statements from 2015-2018, evaluating the dynamics
of key indicators: profitability (ROA, ROE), net interest margin, operational efficiency,
liquidity, and capital adequacy. The qualitative component includes in-depth interviews with

industry experts and financial managers to interpret causal relationships.

The findings indicate that the mixed financing strategy yields distinct effects. Post-merger, the
cost-to-income ratio sharply improved (decreasing from 50.56% to 37.14%), demonstrating
the successful realization of economies of scale and synergies. The capital adequacy ratio
progressively declined from 17.57% to 13.67%, confirming the first hypothesis that the equity
component negatively impacts capital structure. However, the ratio consistently remained

above the regulator's minimum threshold.

In conclusion, M&A success and long-term sustainability depend on the sound structural
integration of assets and liabilities and effective post-merger management. The findings offer

valuable insights for bank executives and regulatory authorities.

Keywords: Mergers and Acquisitions (M&A), Financing Strategy, Mixed Financing, Banking

Sector, Financial Performance, Synergy, Capital Adequacy.



