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LONDON: With global economic growth slowing,
inflation staying low and digital innovation gener-
ating uncertainty, companies are increasingly
looking at partnership deals with other firms,
even competitors, to boost revenues, consulting
firm EY said yesterday.

In its half-yearly review of corporate deal-mak-
ing, EY found that 40 percent of firms plan to
enter alliances of some kind. Such deals can
involve sharing resources to undertake specific
projects, and are usually informal and less perma-
nent than joint ventures. Partnerships are becom-
ing increasingly popular. IBM, Apple and Johnson
& Johnson and others are working together to
develop mobile apps that would help patients. EY
itself recently entered into an alliance with
LinkedIn to offer services via social networks.

“Alliances are increasingly being seen as a
means to take advantage of the expertise of oth-
ers,” said Pip McCrostie, EY’s global head of trans-
actions. “They provide a more informal, lower risk
approach, enabling companies to respond quick-
ly to changes to the market.” Elsewhere in its sur-

vey, EY said companies remain very interested in
acquisitions in order to offset the impact of lower
growth. It found that 50 percent of the execu-
tives it polled intend to make transactions over
the coming year. Though down from the record
59 percent recorded in October, the appetite for
mergers and acquisitions, or M&A, remains well
above the survey’s seven-year long-run average
of 41 percent.

In effect, companies look to bolster their
finances by purchasing other firms and reaping
their profits - provided valuations are not exorbi-
tant. In a slower-growth world that has its roots
largely in the slowdown in China’s economy,
deals can help cushion firms’ finances.

“Prolonged low economic growth coupled
with market disruption, is generating a strong
M&A appetite,” said McCrostie. “Given the pres-
sure on pricing and the pace of change, organic
growth alone is often not enough.” Companies
are also shifting to bigger deals, according to EY,
with a five-fold increase in the number of firms
looking to make acquisitions worth $1 billion or

more. Not all deals work out as planned, includ-
ing the decision by Pfizer and Irish rival Allergan
to scrap a $160 billion deal following new
Treasury Department rules to block American
companies from moving their corporate address-
es overseas - on paper - to avoid US taxes. Still,
the number and value of deals have shot up over
the past few years from the lows recorded during
the global financial crisis of 2008-09 and the
ensuing global recession. M&A really picked up
steam last year, when many blockbuster deals -
worth over $10 billion each - were announced.
They included the takeover of British-based
SABMiller by Anheuser Busch InBev and the
merger between Heinz and Kraft Foods, which is
now called Kraft Heinz.

The pace of announcements has eased some-
what this year, perhaps due to the volatility in
financial markets over the first couple of months.
However, markets have steadied since then, a
sign that investors are a little less fearful. EY’s sur-
vey was based on interviews with 1,700 execu-
tives in 45 countries.—AP
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Digital innovation generating uncertainty

CHAMPEIX: French Economy minister Emmanuel Macron (right) visits nursing homecare (EHPAD) of Champeix yesterday.—AFP

BERLIN: Unlike his parents who rented
their whole life, Berlin resident Sebastian
lives in his own apartment and is consider-
ing buying a second property in the
German capital as an investment to top up
his pension one day. For decades a nation
largely of tenants and prudent savers,
growing numbers of Germans are buying
property, not just to own their homes but
also in search of investment returns they
can no longer earn on their bank savings.

This shift to a more US or British
approach to property is being encouraged
by the European Central Bank’s cheap mon-
ey policies and rising rents, especially in
German cities. A growing urban population
and unexpectedly high immigration are
pushing up a housing market where con-
struction rates had been low for years.

“I’ve a private pension scheme, but
despite diligent saving, it hardly yields any-
thing due to the ultra-low interest rates,”
said Sebastian, a 38-year old management
consultant, who asked not to be named in
full because he does not want clients to
know about his personal financial affairs.

While Sebastian bought his first apart-
ment six years ago to escape rising rents,
he now wants to buy a second property as
a private retirement fund. In the years that
followed the fall of the Berlin Wall, property
prices in the city were significantly lower
than in the likes of London or Paris. But the
German capital is no longer a cheap place
to live. “The problem now is: it’s really diffi-
cult to find an apartment in Berlin which is
not totally overpriced,” said Sebastian.
Figures from the European Union’s statistics
agency show 52.5 percent of Germans lived
in their own home in 2014, well below the

EU average of around 70 percent. But this is
sharply up from 2006 when, according to
separate data from the German Federal
Statistics Office, the level was about 42 per-
cent. Strong demand for homes is fuelling a
construction boom that is helping to sup-
port the German economy while exporters,
who traditionally drive growth, struggle
due to a slowdown in some of their major
markets such as China.

In the last three months of 2015, con-
struction was one of the biggest growth
contributors while net trade was a drag. In
the first two months of 2016, building
investment further increased, raising hopes
of a strong first quarter. However, concerns
are growing that a property bubble may be
inflating at least in some cities. If it bursts
one day - a scenario that could be created
by rising interest rates, higher unemploy-
ment and changing demographics - own-
ers and lenders alike could be hurt, posing
a risk to medium-term growth. A shortage
of affordable housing is also forcing poorer
families out of cities, widening the social
gap in one of Europe’s richest societies and
raising tensions after a record one million
migrants arrived last year alone.

BENEFITING FROM THE BOOM
So far, Sebastian has benefited from the

boom. After studying in London and
Boston where rent ate up a large part of his
scholarships, he returned to buy a 100
square metre (1,100 square foot) apart-
ment in Berlin’s then up-and-coming
Wedding district. For the 120,000 euro
($135,000) purchase, he borrowed 100,000
euros in 2010 on an interest rate of 3.8 per-
cent.—Reuters
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FRANKFURT: German business confidence
held stable in April as the positive mood in
Europe’s biggest economy prevails despite
global uncertainties, the Ifo economic insti-
tute said yesterday.

The Ifo institute’s closely-watched busi-
ness climate index eased to 106.6 points in
April from 106.7 points in March, Ifo said in
a statement.  Analysts had been expecting
a modest increase in the index this month.
Nevertheless, “the mood in the German
economy remains positive,” said Ifo presi-
dent Clemens Fuest. 

“Although companies were somewhat
less satisfied with their current situation,
their business expectations brightened
once again. The moderate upturn in the

German economy continues,” Fuest said. Ifo
calculates its headline index on the basis of
companies’ assessments of the current
business environment and the outlook for
the next six months.

The sub-index measuring current busi-
ness fell by 0.6 point to 113.2 points, while
the outlook sub-index climbed by 0.4 point
to 100.4 points, the institute said. The latest
Ifo reading “adds to latest hopes that the
widely-feared sharp global slowdown is not
happening. At least the German economy
is showing solid resistance,” said ING DiBa
economist Carsten Brzeski. 

Nevertheless, under the surface of solid
hard data, “a more worrying picture is
emerging,” the expert cautioned. —AFP


