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[bookmark: _Toc60682067]Introduction
In business, companies should be competitive to stay on top. However, there are always some business entities more successful than others. The others keep going and seize every possible opportunity to succeed (TREDGOLD, 2019). One of these opportunities could include mergers or acquisitions of other companies. When acquiring another company, the most common needed factor is the potential growth of the business. A business acquisition can give the acquiring business a chance to expand its market share, the diversification of its activities. It can also reduce the costs of developing business activities that will complement the strengths of the business. Acquisitions can also increase the pricing power of the supply chain (Renaud, 2015). Moreover, some companies use it as a way to eliminate potential competitors of the company. Going for a restructuration can reduce the effect of a particular industry on the profitability of the company.
This case study will discuss in detail the acquisition of ARM Holding by Softbank and all the reasons behind it. The key objective of the case is to illustrate the strategic imperative behind this acquisition, as well as to analyze and compare the impact of the acquisition and its effects on both firms. This case study offers detailed knowledge of both the firms and the acquisition process used by SoftBank. In addition, the debate in this case study also illustrates the influences and drivers that guided the bank to acquire a technology-based company.

[bookmark: _Toc60682068]Softbank Group Corp profile:
SoftBank Group Corp. acts as a holding organization that is involved in its company businesses management. It functions in the following sectors:  SoftBank, Arm, Brightstar, SoftBank Vision Fund etc (Softbank, 2021). Investment is a member of the SoftBank Vision Fund Segment. The SoftBank division offers mobile communications, cable and telecommunications networks in Japan (visionfund, 2020). The Arm division designs microprocessors and designs software technology. The Brightstar segment is involved in the sale of electronic devices abroad. Other segments cover Smartphone Payment Businesses (ARMHolding, 2020) Alternative Investment Business Fund business in Latin America and Baseball Team Activities. Masayoshi Son founded the company on 3 September 1981 and its headquarters are in Tokyo, Japan (SoftBank Group History | SoftBank Group Corp., 2020).
SoftBank is a Japanese conglomerate Group that has a portfolio of holdings that extends from mobile and fixed-line telecommunications to e-commerce, digital content, technology services, and beyond. More than 75% of SoftBank's revenue originates from its telecommunications services, and Japan accounts for nearly 80% of the total revenue. In addition, SoftBank's over $80 billion Vision Fund invests capital in companies that have included buzzy brands such as Slack, Uber, and Ping An Healthcare (Leskin and Sapra, 2020).
Currently, SoftBank revenues are 9.60 trillion Japanese Yen, operating income is 2.38 trillion Japanese Yen, net income is 1.45 trillion Japanese Yen (xuxin, 2019). The SoftBank Company is also well known for its business division. Top management has successfully used many business divisions to achieve a higher level of profits for the company (Kato,2017).
SoftBank has funded or acquired a long list of existing technology firms such as Uber, Nvidia, Slack and ARM. It also has fund some less well-known start-ups, such as OneWeb's satellite internet group, Paytm's Indian e-commerce venture, and Plenty's agricultural start-up. Most of the funds went to businesses in Europe, Asia, and North America. The company have established itself as one that takeover other successful companies (Carson, 2019).
[bookmark: _Toc60682069]ARM holdings profile:
ARM Holdings Plc is a British organization established in 1970 that manufactures microprocessors, physical intellectual property (IP) and associated hardware and software and sells development tools to provide information to devices ranging from sensors to servers, including phones, laptops, enterprise networks and the Internet of Things (community.arm, 2020). The business licensees and sells its technologies and products to electronics manufacturers which produce, market and sell microprocessors, application-specific integrated circuits, application-specific standard processors and microcontrollers. It also licensees and offers programming software directly to systems companies and offers consulting services to its licensees, system firms and other system designers (Kelion, 2016).

The sales of ARM holdings for the year 2017 amounts to 152.42 billion Japanese Yen. The gross operating revenue of Japan is 24.29 billion yen. The net revenue of the ARM holding for the year 2017 is EUR 31.79 billion. The history of ARM Holding reveals that ARM Holding was established in 1990 as Advanced RISC Machines Ltd and is structured as a joint venture between Acorn Computer, Apple Computer and VLSI Technology (Forbes, 2017).
ARM Holdings was bought by Japanese conglomerate Softbank for $32bn in 2017 and is now being sold to the American graphics chip specialist Nvidia. The deal values ARM at $40bn (£31.2bn) (NVIDIA & ARM in the UK, 2020). 
[bookmark: _Toc60682070]Details of the acquisition:
Japanese tech giant SoftBank has billions of dollars ready to finance and buy high-profile businesses. The vast company led by Japan's richest man, Masayoshi Son, invests via the SoftBank Group and its $100 billion SoftBank Vision Fund (Crichton and Tabatabai, 2020) 
SoftBank has funded or acquired a long list of existing technology firms such as Uber, Nvidia, Slack and ARM. It also has fund some less well-known start-ups, such as OneWeb's satellite internet group, Paytm's Indian e-commerce venture, and Plenty's agricultural start-up.              This shows us that SoftBank has a history of purchasing businesses from diverse sectors in order to improve their profits and ensure business growth (Inagaki, 2020).
The Japanese company SoftBank is to buy British semiconductor maker ARM Holdings for £24.3 billion, a deal made easier by the fall of the pound sterling following Brexit.
This friendly buyout entirely in cash, for the equivalent of 29 billion euros, was unanimously recommended by the directors of ARM, announced the two groups in a joint press release.
“We have long admired ARM as a world-renowned technology company and a leader in its field,” said SoftBank CEO Masayoshi Son.
"This is one of our largest acquisitions ever and ARM should be an important pillar of SoftBank's growth strategy going forward," he added.
ARM, which notably supplies components for the American Apple's iPhone but also for Samsung and Huawei products, has long been considered a potential target by analysts.
The microprocessor designer, founded in 1990, employs 4,000 people worldwide and estimates that its technologies are used in 95% of multifunction phones, 80% of digital cameras and 35% of all electronic devices (Blandin, 2016).
The possible future of ARM is not just phones. Since the company's architecture is built to use as little resources as possible (a must-have on phones), it is also ideally suited for the emerging Internet of Things—a modern era of ordinary gadgets that have processors and radios installed in them to lend them some smarts and attach them to the Internet (MEYER, 2016).
Although the Internet of Things has a lot of excitement surrounding it, it also has to hit the ubiquity that smartphones enjoy. That said, smartphone growth is slowing as the industry is saturating, and companies like ARM need to diversify (MEYER, 2016).
In May, ARM announced that more than half of the 4.1 billion ARM-based chips delivered in the first quarter of this year were for non-mobile markets—though mobile accounted for two-thirds of the ARM royalties for the time (MEYER, 2016).
SoftBank CEO Masayoshi Son was clear in his Monday statement about where he sees ARM’s value. “ARM will be an excellent strategic fit within the SoftBank group as we invest to capture the very significant opportunities provided by the Internet of things,” he said. “This is one of the most important acquisitions we have ever made.” (MEYER, 2016)
SoftBank has said it intends to maintain ARM's headquarters in the university city of Cambridge and to "at least double" the number of employees in the UK over five years (MEYER, 2016).
[bookmark: _Toc60682071]Strategic reasons behind the acquisition from Softbank view
Technological innovation is everywhere and is transforming at a breakneck pace the very foundations of our economy and our daily lives. Digitization, robotics, security: these are powerful themes in which technological progress occupies a central place. Traditional companies and sectors are threatened and at the same time a world of investment opportunities is created (SoftBank, 2020).
Technology, in fact, is currently experiencing an exceptional period of rapid progress. The production of microprocessors is accelerating, and its costs are decreasing, the deployment of computer networks is also growing exponentially. At the same time, the computing and data storage processes are consuming less and less energy (Kropiwnicki and Szkodo, 2017).
For investors too, this dynamic is very promising: the phenomena of disruption tend to generate abundant investment opportunities. This is revealed by the rise of innovative technology companies that have turned innovative ideas into a sustainable source of profit growth. Thanks to revolutionary technologies, these companies have developed products and services that were unimaginable 10 years ago, ARM is part of those companies, and Softbank turned out to be one of the other ones that invest in successful ideas (HBR, 2020).
The investment in technology and innovation is one of the best strategies in this highly competitive business environment. 
[bookmark: _Toc60682072]Entry in technology business:
Entering the technology market world is one of the most important strategic imperatives for SoftBank to acquire ARM Holding. Research has shown that most global companies are adopting the funding stream for new technology and innovation adoption. In terms of profitability, the organization combining its initiatives with emerging technology and developments has contributed to multiple gains (SoftBank, 2020). 
The technology sector is one of the main drivers of the US economy for more than two decades and prospects for the sector appear strong. At the company level, innovation continues, and demand increase in new technologies suggest that this sector still has great potential for global growth. Globally, Internet penetration is approximately 50%. The tech sector remains promising for truly active managers with a global perspective.
Since SoftBank did not run a competitive business against ARM Holding, it would be very beneficial for the company to enter the technology business (Jung & Xiong, 2017).
[bookmark: _Toc60682073]Gain competitive advantage
ARM Holdings is a well settled company in the market of designs of microprocessors, physical /intellectual property, and related technology and software. Acquiring it will allow Softbank to sign its presence within the big players in the industry. This is one more significant strategic imperative pushing the acquisition as it will leverage the competitive advantage.
In addition, the impact of this decision also provides SoftBank with a deliberate strength to become a significant technological organization. SoftBank now has a lot of ease in controlling the cell phone market, as it supplies firms like Apple and Samsung with essential electronic chips.
The bargaining power of the SoftBank as a supplier is very high in the technology industry (Zielenziger, 2020). 
[bookmark: _Toc60682074]Long term vision and technology-oriented culture
Every large firm has its eyes on developing its tech or innovation side and investing in ARM holding will put Softbank way ahead in this matter. SoftBank also claims that the two businesses have the same technology-oriented philosophy, long-term outlook, emphasis on creativity and determination to recruit, grow and maintain top talent. These common principles will form the basis for a successful strategic relationship that is required to catch the major opportunities ahead (BloombergBusiness, 2019).
[bookmark: _Toc60682075]SoftBank plans to support ARM's various growth strategies by investing in tech expertise and complementary acquisitions with the goal of ensuring that ARM retains an R&D lead over established and new competitors. SoftBank assumes that such an investment plan for long-term growth would be easier to pursue as a non-listed firm (BloombergBusiness, 2019).
Large market share 
Semiconductors, or silicone chips, are the computer controllers that manage all of the modern gadgets that we use every day. Computers, cell phones, televisions, washing machines and vehicles will produce a lot of silicone chips. Many business and industrial applications, from sensors to servers, are now made smarter and more effective by silicone chips (ARM Holdings plc Annual Report, 2015).
Approximately 750 billion silicone chips were made in 2015. In all, about 47 billion had a cpu. The processor is the memory of the chip, which controls not just the operation of the chip, but also the operation of the product into which the chip enters. ARM reports that the overall size of the processor chips produced in 2015 was about $115 billion and that by 2020 the value of this business will have risen to about $150 billion. ARM processor designs accounted for about 15 billion chips, a 32 percent market share. Approximately 45 percent of ARM-based chips went to handheld devices. Lately, we have also begun to build a stake in critical growth markets, such as networking technology and embedded intelligence (ARM Holdings plc Annual Report, 2015).
Acquiring ARM, Softbank will already have a large market share in its pocket instead of working all their way up little by little. 
[bookmark: _Toc60682076]Business with integrated industries
In this context, it is important to recognize the very value for all sectors of technology and innovation. There are many opportunities to start business with other countries in the buying decision of SoftBank.   The role of emerging computing technology in the automotive sector, for example, it has been very common in recent years the use of ARM's electrical chips in the automotive industry. The SoftBank's recent integration with the automotive sector would improve market support and power and profitability. This imperative approach also helps SoftBank for its potential entrance into the automotive business. The company also can develop certain essential parts of the computer System of cars and establish a competitive advantage (Ludwig, 2020).

From what discussed above, SoftBank has therefore made a very successful and strategic decision to buy ARM holdings. There are also advantages of the presence in these decisions. The above section already addressed some key strategic imperatives, but here it is important to remember that this transaction will improve SoftBank's business overall and competitive edge. It also makes it possible for the company to reach new markets and grow its consumer loyalty.

[bookmark: _Toc60682077]Softbank and ARM strategies evaluation
[bookmark: _Toc60682078]Softbank strategy evaluation
A group that does it all. Founded by Masayoshi Son in 1981, SoftBank has established itself in 35 years as one of the most daring Japanese groups. To the credit of the billionaire in particular, the recovery of the mobile activities of the British Vodafone in Japan, passed under his control in 2006. Later, he set his sights on the fourth American operator of mobile services, Sprint. SoftBank is today the leading Japanese mobile operator and still has exclusive marketing rights for the iPhone (Santos, 2020). 
Along with telecoms networks, Softbank has invested all over the world, buying small companies or shares in large groups: it had bet early on Yahoo!, then on the Chinese shopping mall Alibaba, of which it still owns. 28%, or more recently on Indian commerce site Snapdeal. The group is also the owner of Aldebaran, a French company specializing in humanoid robots (Shieber and Wilhelm, 2020).
After telecoms and the internet, SoftBank is now interested in components. For its CEO, this investment will serve to capture "the very significant opportunities of the Internet of Things", with reference to these connected objects that transmit data autonomously, without human action (bracelets, packages equipped with chips, drones, meters communicating electrics ....).
[bookmark: _Toc60682079]Softbank vision fund

The Vision Fund is an investment fund investing in technologies founded in 2016 by the Japanese Softbank Telecommunications Company in collaboration with Saudi Arabia. The fund is an investment fund. The Vision Fund is the largest technology dedicated investment fund in the world with a budget of about $ 100 billion (Tabatabai, 2020).
In two years, the Vision Fund has become a key player in the biggest fundraising events. With more than 70 billion dollars invested, the fund is already drawing a first assessment of its investments, very positive. Satisfied, SoftBank is already preparing a Vision Fund 2, endowed with at least $ 108 billion (Tabatabai, 2020).
Uber, WeWork, Slack, DoorDash ... all these Tech nuggets have one investor in common: the Vision Fund. Now the cash cow of telecom company SoftBank, with $ 3.9 billion in second-quarter profits, the $ 100 billion investment fund is ubiquitous in the tech sector. Since 2017, he has already invested more than two-thirds of this colossal sum in the world's largest startups, including many unicorns who have prepared or are now preparing their IPO. As a result, the assets of the Vision Fund allow it to spark several billion dollars in capital gains, and to consider its IPO (Nussey, 2020).
[bookmark: _Toc60682080]Vision fund pay off

16 billion dollars in capital gains ... on paper
In two years of existence and with long-term profitability objectives (over more than ten years), the fund has so far only sold its assets on two occasions. In May 2018, the Vision Fund left a company's capital for the first time, as part of the $ 16 billion takeover of Flipkart by Walmart (Manens, 2019).
While it retains its assets, the Vision Fund nevertheless gives an estimate of the added value of its investments compared to their current valuation. In its second quarter results, SoftBank indicates that the $ 66.3 billion of investments still in its portfolio are now valued at $ 82.2 billion. On paper, it has therefore already released nearly $ 15.9 billion, or 24% of "unrealized" capital gain in its terms (see table below) (Manens, 2019).
[image: ]
Table 1: Softbank gains in Billions of U.S dollars (Manens, 2019) 
[bookmark: _Toc60682081]A strategic plan for 2300

The strategy of the Japanese firm may have seemed difficult to decipher lately. SoftBank announced last month that it had sold Finnish video game company Supercell to Chinese internet giant Tencent for 8.6 billion dollars (7.7 billion euros), which it had acquired less ago. three years, as well as the sale of shares in the Japanese entertainment studio GungHo.
Shortly before, he had also decided to get rid of shares held in Alibaba, for some 11 billion dollars. Reason given at the time: to repay debts, the total amount of which exceeds 100 billion euros, and this is another cause of concern to investors (Miyauchi, 2018).
If one takes a close look at Masayoshi Son, this acquisition actually makes sense, but in the very long term. At a press conference in 2010, the boss of SoftBank announced his strategy for the next 30 years, focusing on robots, virtual and augmented reality or telemedicine. Within 30 years, it is betting on being in the top 10 global companies alongside Apple, Microsoft or Exxon Mobil.
But Masayoshi Son sees much, much, further. He predicts that microchips will be 100 times more powerful than the human brain in 2040 and 1,000 times more powerful in 2300, which will - no more and no less - bring machines to life, and that is why the company invested in ARM Holdings (Miyauchi, 2018) .
[bookmark: _Toc60682082]Softbank financial strategy

The Softbank has drawn up a valuable financial stability strategy.  SoftBank recently sold its assets to achieve financial stability as well. SoftBank's financial policy is very consistent as its focus is largely on creating the company's finances, as well as on gaining stock market valuation. The Group employs many financial management techniques.
[bookmark: _Toc60682083]Cash flow
SoftBank already has several operations contributing to a lot of sales. The emphasis is on formulating the recurrent cash flow. The company is already involved in different businesses that bring an important cashflow all the time.
[bookmark: _Toc60682084]KPI’s
The detailed analysis reveals that since the purchase of the ARM, SoftBank has imposed three main initiatives. Firstly, the attention has been on the development of telecom businesses (SoftBank, 2020). Second, the emphasis was heavily put on yahoo business growth in Japan and, additionally, the creation of new strategies for various business sectors. Any of the main metrics of success are the "financial plan. Free cash flow, investment source and return on shareholders." SoftBank's top management is keen to work with the adjusted cash balance, which in the end offers several opportunities for consolidated cash flow stabilization.
[bookmark: _Toc60682085]Evaluation of ARM Holding strategy
ARM's strategy is to build on and implement energy effective technology; to encourage creativity through a strong partner ecosystem focused on our joint accomplishment; and to produce better returns on investments in long-term economic growth for our shareholders. This is accomplished by acquiring a stake in long-term development markets, growing ARM's income from each device, and introducing emerging technology capable of producing more revenue streams (Morinerie, 2019).
[image: ]
Chart 1: (ARM Holdings plc Strategic Report 2014)
ARM holdings management is running his way through steadily, the company is making a lot of progress on strategy and plans are working out these following points prove the success of a long-term strategy draw out by top management (ARM Holdings plc Strategic Report, 2014).
· ARM's market share of mobile devices surpassed 95 per cent. With smarter processors available from other end markets, we think the technology from ARM would still improve its market share.
· As products getting more smart, they are also equipped with several ARM-based processors, some of which have our new technologies. The royalty of smarter phones and TVs is 5-20 times higher than a standard one.
· ARM has developed additional innovations that we think can be used to outsource research and development which allow us to order an upfront licensing fee and a permanent royalty.
· ARM strives to provide shareholders with superior returns by combining acquisitions with improvements in earnings and capital production in long-term growth opportunities.
As the takeover of the ARM holding by SoftBank is one of the largest and most significant in the European technology sector, ARM management finds prospects for the new group. The ARM holding sold all of its stock to Softbank for this reason (Leadership – Arm, 2021).
Although the buying arrangement is immensely advantageous to SoftBank, it still provides the ARM as a popular technology firm. Inside the group, several established firms, including Apple and Samsung, have built close commercial connections. To maintain the corporate ties with those organisations, SoftBank wants to use the same business strategies (Leadership – Arm, 2021).
[bookmark: _Toc60682086]Nvidia acquisition of ARM from Softbank details
The US graphics cards maker Nvidia will buy the UK chip designer Arm Holdings from the Japanese conglomerate SoftBank for $40 billion (33.8 billion euros), the two groups announced lately, an operation that should revolutionize the semiconductor industry (Nellis, 2020).
Arm is a leading provider of semi-conductor industry with its open processor architecture used by Apple and nearly all the worldwide manufacturers of smartphones and tablets. Its passing under the ownership of Nvidia, the first American chip firm in terms of market capitalization, could give rise to resistance from competitors and regulators (Nellis, 2020).
Arm has also licensed its technology to Intel, Qualcomm and Samsung Electronics which are competitors of Nvidia (Nellis, 2020).
A few hours after the announcement of this operation, the co-founder of ARM considered the sale as a "disaster", which would destroy the business model of the British group.
"It's a disaster for Cambridge, the UK and Europe," Hermann Hauser said in an interview with Reuters. "It is the last European technology company with global dimensions, and it is being sold to the Americans," he protested (NVIDIANewsroom, 2020).
The sale of the British chip designer comes four years after it was acquired by Softbank for $32 billion. The Japanese conglomerate is currently selling assets in order to raise funds.
Nvidia will pay SoftBank $ 21.5 billion in shares and $ 12 billion in cash, including $ 2 billion at signing.
SoftBank and its $ 100 billion Vision Fund, which owns 25% of Arm's shares, will take a stake in Nvidia between 6.7% and 8.1%.
SoftBank could receive an additional five billion dollars in cash or shares depending on the financial performance of the British chip designer. Arm employees will receive $ 1.5 billion in Nvidia shares (NVIDIANewsroom, 2020).
The operation is expected to be finalized by March 2022.
[bookmark: _Toc60682087]Conclusion
As mentioned above, ARM processors can be found almost everywhere today, and especially in all mobile phones. The success here is such that competitor Intel, after a series of disastrous decisions and insufficient products, completely abandoned the telephone market last April.
That being said, it should be understood that the development of the mobile phone and tablet market is reaching a plateau. While this market will fill the tills regularly, it cannot support ARM's growth.
SoftBank believes, however, that the weaponry is well positioned to take advantage of the emerging Internet of Things (IoT) era, with its ability to design processors at lower costs and save energy. These billions of objects all carry at least one SoC of ARM technology - ARM already having a de facto monopoly on all on-board applications.
In addition, ARM could continue to grow in Intel’s stronghold: the cloud and data centers. But this market is certainly smaller than that of consumer products, whether phones or automobiles.
Some investors and analysts have expressed skepticism about Masayoshi Son's decision to buy the expensive ARM Holdings. But Masayoshi Son replies that he is focusing on the long term. He admits that he does not fully understand the obsession of most for short-term valuation for the benefit of shareholders alone. This course in immediate profit comes at the expense of other indicators to consider as the appreciation of the contributions of the company to society.
Even though Softbank has sold ARM holdings few years after acquiring it to Nvidia, the company made important profit from the sale.  
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