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IMPORTANT: NOT a Research Recommendation



Merger Plan of 5 Islami Banks: The Developments
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June 
2025

• BB finalizes a preliminary roadmap for the merger

• BB publicly announces plans to merge the five Islami banks

July 
2025

• AQR on the five Islami banks starts to emerge

August 
2025

• FIRSTSBANK, UNIONBANK, and GIB agrees to the merger; SIBL and EXIM still in discussion

• BB outlines the merger framework

• BB estimates BDT 202 Bn in initial capital infusion required from government sources

September 
2025

• BB holds initial consultation with all five banks

• High Court issues a rule questioning legality of certain provisions in BRO 2025

• Finance Ministry approves BB's draft merger proposal 

Bangladesh Bank (BB) is set to merge 5 troubled Islamic banks- First Security Islami (FIRSTSBANK), Global 

Islami (GIB), Union (UNIONBANK), Social Islami (SIBL), EXIM (EXIMBANK)- to form ONE entity
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A Take on The Ambitious Plan

▪ Primarily using Bank Resolution Ordinance 2025 

▪ Key Plan Elements:

▪ Control takeover from existing sponsors using Bank 
Resolution Ordinance 2025 

▪ A new board will govern the merged bank, operating 
under BB oversight 

▪ New MD to be appointed, workforce job security 
largely provided

▪ Assets and operations to merge, later synergy may 
form from efficiency maneuvers

▪ Expected close: mid-November 2025

▪ Full process will be longer

▪ The merged entity is estimated to have capital requirement 
of BDT 352 Bn

▪ 57% from GoB, rest from institutions and deposit 
conversion

First of its kind in Bangladesh

• Merger for harnessing efficiency

• Central bank guided revival

• Eventual Divestiture to investors

Plans include

• Asset Quality Review is completed for each bank

• 3 out of 5 agreed to merger, 2 in discussion

Progress:

• No formal note available 

Media guidance from BB surfacing on the 
process
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Source: 1. https://www.tbsnews.net/economy/banking/what-it-will-take-merge-crisis-hit-islamic-banks-1179761     2. https://www.tbsnews.net/economy/banking/bangladesh-bank-plans-five-bank-merger-november-1233296
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Are We Going To Seeing A Giant Post- Merger?
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Source: 1. https://www.tbsnews.net/economy/banking/what-it-will-take-merge-crisis-hit-islamic-banks-1179761   2. Financial Statements of respective banks

Post-Merger entity slated to be one of the largest banks in Bangladesh

a
NEW ISLAMIC BANK

Deposits ~ BDT 1.4 Tn

Loans ~ BDT 1.95 Tn

Branches ~ 755

Employees ~ 17,785
▪ BB has guaranteed job 

security for lower-level 

employees

Expected NPL 

would be ~77%, 
Unless improved. 
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1. Total Assets & Deposits data for Union Bank is as per Sep’24 and Sonali Bank is as per Dec’24 financial statements; rest is as per Jun’25 statements 2. No. of Branches as per respective banks’ website 
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Comparison 
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Will The Merged Bank Be Listed?

▪ All 5 banks being merged are currently 
listed in the stock market

▪ We expect the 5 banks’ shares to be 
delisted or converted into new bank 
shares as part of the merger

▪ There is no information yet about whether 
the new post-merger entity will be listed

▪ Listing may not be feasible in the near 
term until new entity stabilizes, cleans up 
bad loans, and posts sustainable profits

▪ We expect the New Bank to be Listed, 
given

▪ Current plan involves giving shares to 
institutions and depositors; hence Listing 
appears a natural exit

▪ IPO or direct listing in 2-3 years can be a 
major event in the stock market given the 
size of the new merged bank

▪ Listing may provide it with an essential 
source of capital (Tier-I) & boost market 
confidence in the new entity
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What Will Current Shareholders Get From This?

IT’S NOT CLEAR YET !
▪ Not Specified in Bank Resolution Ordinance
▪ Per Media Reports, Sponsor Shareholders will get 

NOTHING 
▪ Negative Net Worth cited as cause

▪ For Non-Sponsor Shareholders, No Clear Outline Yet
▪ Per Media, Non-Sponsors may get some compensation
▪ BB media communication expressed the intent for safety 

of general investors
▪ Instances in other markets suggest the following 

common practices 
▪ Buyback (mostly used in delisting) 
▪ Conversion into Shares of post-merger entity

Expected Possible Scenarios

• In this approach, BB/relevant party may purchase 
shares from existing shareholders of 5 banks for a 
price

• The price can substantially differ from the market

Tender Offers

• Applying respective market prices as a benchmark 
(e.g., 6M average etc.) for completing the 
purchase of shares of these 5 banks

Market-based exit

• Alternatively, shares of these merged banks can 
be swapped against shares of the new bank

• The exchange ratio is expected to be decided by 
BB or under BB guidance

Exchange of shares

September 16, 2025 6

MCAP BDT Mn 

(Aug 31, 2025)

Total Shares in Mn

(Aug 31, 2025)

Sponsor % 

(Aug 31, 2025)

Non-Sponsor %

(Aug 31, 2025)

FIRSTSBANK 3,624 1,208 5.9% 94.1%

SIBL 6,271 1,140 11.6% 88.4%

EXIMBANK 6,369 1,448 32.4% 67.6%

GIB 2,488 1,037 15.4% 84.6%

UNIONBANK 2,487 1,036 54.5% 45.5%

Total 21,239 5,869 23.8% 76.2%

Source: 1. DSE 2. Financial Statements of respective banks
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Market Considerations for Investors

September 16, 2025 Banking Sector Developments: 5 Islamic Banks Merger (Sep 2025) 7

Capital market matters linked to developments in 
this merger process

MCAP Impact  from Five Bank Delisting

• From delisting of five banks, MCAP would be lowered by BDT ~19+ Bn (Sep 14, 2025 
Prices)

Signal Effect: Sentiment on other weak banks 

• If share exit/exchange terms are unfavorable to current shareholders, it can create a 
sector wide shock

• Worry will begin on all other banks with negative/weak equity

Ripple Effect: Expect further ripple in - 

• Institutional investments that has these shares (especially Islamic investors) 

• Unsecured bonds and subordinated debt holders of these banks

Market Activity:

• Increased activity depending on M&A process and terms

Possible hurdles in the process:

• Lack of Buyback mechanism 
(unspecified)

• Legal Issues surfacing in M&A 
process

• Administrative delay amid national 
election
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Other Questions that Remain Unsolved Yet

▪ How will GoB actually finance the Merger? 

▪ The government is yet to clarify the source for the BDT 202 Bn support 

▪ Money Printing would enhance money supply, possibly defying contractionary policy stance 

▪ GoB borrowing from banks may strain liquidity in the banking sector, which may require BB to provide liquidity 
support to banks i.e., financing the merger in kind 

▪ Will Institutional Investors accept new shares of the proposed new bank in exchange for their large 
deposits?

▪ What happens to Perpetual bond-holders and Subordinated debt-holders? Will their investment be 
absorbed as equity or remain as it is?

▪ Will It Happen In Time? Or Legal Battles to Ensue?

▪ Bank shareholders with some recovery prospect may not agree to complete dissolution of their ownership 
stake

▪ Election Timeline may result into administrative slowdown. Policy continuation post election would be a big 
catalyst in merger completion

▪ Legal issues surfacing in this process can delay or halt merger process

September 16, 2025 8

While there have been disclosures via various media reports on how this M&A would proceed, 
we still are awaiting few important clarifications:
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IMPORTANT DISCLOSURES

▪ Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe to be reasonable. Information 
presented herein, while obtained from sources we believe to be reliable, is not guaranteed either as to accuracy or completeness. Neither 
the information nor any opinion expressed herein constitutes a solicitation of the purchase or sale of any security. As it acts for public 
companies from time to time, BRAC-EPL may have a relationship with the above-mentioned company(s). This report is intended for 
distribution in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is strictly prohibited.

▪ Analyst Certification: Each research analyst and research associate who authored this document and whose name appears herein 
certifies that the recommendations and opinions expressed in the research report accurately reflect their personal views about any and all 
of the securities or issuers discussed therein that are within the coverage universe. 

▪ Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the services they provide to the 
clients of BRAC-EPL. As with most other employees, the compensation of research analysts is impacted by the overall profitability of the 
firm, which may include revenues from corporate finance activities of the firm's Corporate Finance department. However, Research 
analysts' compensation is not directly related to specific corporate finance transaction.

▪ General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under coverage at the time of 
initiating research coverage and also revisit this assessment when subsequent update reports are published or material company events 
occur. Following are some general risks that can impact future operational and financial performance: (1) Industry fundamentals with 
respect to customer demand or product / service pricing could change expected revenues and earnings; (2) Issues relating to major 
competitors or market shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect to 
the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates, currency or major 
segments of the economy could alter investor confidence and investment prospects.
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