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PREFACE
This essay writing has been carried out to evaluate and comment upon the strategic imperative behind the acquisition of ARM Holdings from the view of SoftBank and compare and evaluate the change implications from ARM Holdings' viewpoints SoftBank. 
The section to this essay write-up includes  The strategic importance behind acquiring arm holdings from the view of SoftBank
 Influences (2016),  What Were The Implications Of The New Brexit Deal To Softbank?, Strategic Acquisition, Human Resources, Synergy, Synergy Value, Synergy Factor Through The M&A, Disruptive Technology (IoT Era), Value Creation And Business Model, Arm’s Main Growth Markets, Strategic Benefit Of Arm, Vision And Strategy(Softbank)
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INTRODUCTION

[bookmark: _Hlk71580292]1.1 THE STRATEGIC IMPORTANCE BEHIND ACQUIRING ARM HOLDINGS FROM THE VIEW OF SOFTBANK
 According to BBC (2016), SoftBank's plans of acquiring ARM Holdings is to bolster its “Internet of Things” (IoT). SoftBank wants a platform to grow its presence in the IoT market. The acquisition of ARM by SoftBank plays a central role in the SoftBank Group’s strategy by taking advantage of its differentiated technologies in high security and energy efficiency. Also, the corporate philosophy of SoftBank has “Information Revolution-Happiness for everyone.” (SoftBank, 2016)
Strous et al. define the Internet of Things (IoT) as the exchange of data with each other and with higher levels, establishing autonomous operating systems and sensing ubiquitous communication networks, information systems, data analytics, artificial intelligence, robotics, edge, and cloud computing, which links to the development of IoT, either as an enabler or leveraging IoT for a new application. There is no doubt that IoT will be a driver of socio-economic change like the industrial revolution was.




 Autonomous systems will run our society; self-learning robots will assist people in manufacturing and in their daily lives. Resource management (energy, food, water) will be based on IoT. (2019, pp37-38)
The continuous development in the digital era has brought about the need for IoT; having an effective IoT platform is very important. Most businesses that have differentiated technologies must consider having an effective IoT platform on their business portfolio.
SoftBank’s business portfolio across geographical locations is reliant on the IoT. Soft Bank is continually seeking access to enter new market. 
1.2 ENVIRONMENTAL INFLUENCES (2016)
According to Thompson (2001), PEST analysis is a mere framework that categorizes environmental influences as Political, Economic, Social, and Technological forces. Sometimes two additional factors, environmental and legal, can be added to make a PESTEL analysis. But these themes can quickly be subsumed in the others.
Economic conditions affect how easy or how difficult it is to be successful and profitable at any time because they affect both capital availability, cost, and demand. 




The Economic conditions during the acquisition of ARM Holdings were uncertain. During the acquisition, the UK was about to leave the EU. The Brexit deal had a potential economic impact on the UK economy; most CEOs were uncertain about the market conditions and could limit foreign direct investment. The UK service sector was severely affected as a result of the actual cost of Brexit.
Also, Financial Times (2016) confirms that “The fall in sterling following the June 23 referendum has left the UK currency nearly 30 percent lower against the Japanese yen over the past year, making ARM an attractive target. Since Brexit polling day, the yen has risen by about 11 percent against the pound. However, this was offset by a 16.7 percent rise in ARM shares since their Brexit polling day close.
1.3 WHAT WERE THE IMPLICATIONS OF THE NEW BREXIT DEAL TO SOFTBANK?
According to Harari (2019), Brexit and the future UK-EU relationship will affect many different aspects of the UK economy. Although a lot is still uncertain, some broad observations can be made about the potential implications of the newly agreed Brexit deal.





The new Brexit deal signaled new investment opportunities for SoftBank through the FDI (Foreign Direct Investment), amidst speculation over the most corporation to relocate their headquarters outside the UK. SoftBank saw an opportunity to purchase ARM Holdings and keep its headquarter in Cambridgeshire. Softbank agreed to pay under the terms of the acquisition; each ARM shareholder entitled to receive 1,700 pence in cash for each ARM share as of the close on 15th July 2016. SoftBank came in as a cash buyer to purchase ARM Holding through its strategic alliance with Mizuho Financial Group. 
This strategic move is also termed, according to Thompson (2001), as “if demand is buoyant, for example, and the cost of capital is low, it attracts firm to invest.” The demand for the IoT has made the investment corporation SoftBank purchase ARM Holdings. 
1.4 STRATEGIC ACQUISITION
ARM has agreed to SoftBank’s acquisition, in a statement by SoftBank group’s corporation founder and CEO Masayoshi Son “SoftBank intends to invest in ARM, support its management team, accelerate its strategy and allow it to fully realize its potential beyond what is possible as a publicly listed corporation. It also intends that ARM remain an independent business within Softank, and continue to headquarter in Cambridge, UK.“ (Murphy, 2016)

Dringoli (2016), defined mergers and acquisitions as a process in which two or more firms are combined to share their assets and resources, thus achieving common objectives, and in which the management of the two firms negotiate the terms of the deal. Which are then put in front of the shareholders for approval. (p3)
According to Financial Times (2016),  the Board of Directors of ARM Holdings and SoftBank Group reached an agreement of an all-cash offer for the entire issued and to be issued share capital of ARM by SoftBank. 
SoftBank acquired ARM Holdings for £24.3bn amid Brexit negotiations and uncertainty with the UK.
BBC News confirmed that the CEO of SoftBank “remained optimistic about the situation as he invests in the UK. SoftBank reassured investors about the opportunity of investing in ARM strategically for long-term success.” 
1.5 HUMAN RESOURCES 
As part of the strategic imperatives behind the acquisition of ARM Holdings, SoftBank laid out its commitment to sustain ARM holding in the acquisition agreement. In terms of the agreement, “SoftBank has given assurances that it will invest considerably in the business, preserve the ARM organization, including ARM’s existing senior management team, including doubling the UK headcount over the next five years and maintaining ARM's unique culture and business model. 


ARM is an outstanding corporation with an exceptional track record of growth. The board believes that by accessing all the resources that SoftBank has to offer, ARM will be able to accelerate the use of ARM-based technology further wherever computing happens.” (SoftBank, 2016)
1.6 SYNERGY
According to Karenfort (2011), the phenomenon of synergy is often associated with M&A. The realization of synergy is a dominant motive to engage in M&A, which underscores the relevance of the efficiency theory. (Mukherjee et al., 2004) cited in Karenfort (2011, p12).
There are three definitions of firm value
I. Intrinsic Value
II. Market Value
III. Synergy Value
Source: Karenfort (2011)
A closer examination of the three principal firm values is the synergy value; it brings about a change to an organization, new business opportunity, and new business to an organization.







1.7 SYNERGY VALUE
The significance of the synergy valuation is underpinned by the fact that the acquisition premium is paid upfront,  while the corresponding synergy only occurs progressively in the future. Hence, future gains need to be valued at their discounted present value compared to the acquisition premium.
Figure. 1 Basic Principle Of Target Valuation
	[image: ]


Source: adapted from (Karenfort, 2011, p13), Basic Principle Of Target Valuation 

1.8 SYNERGY FACTOR THROUGH THE M&A 
SoftBank operates through various segments with its acquisition of ARM Holdings; The main objective behind the ARM acquisition was Softbank wants to solidify its presence in the digital era. SoftBank, whose principal activities include technology, energy, and finance, has a strong partnership with major brands across the globe, which depends on IoT; some of these partnership businesses include taxi for sure, OLA, UBER, MERU, Yahoo, Coupang, Snapdeal, Sprint, and many more.
 (SoftBank, 2019)

SoftBank’s annual report (2019) confirmed the acquisition of ARM as the transformation of the SoftBank Group.  The technologies of processor designer ARM are used in the main chips of almost all smartphones and tablets. The Internet of Things (IoT),  The acquisition of ARM has been categorized in their frontier technology, the synergies between ARM and SoftBank are in the frontier technology. This synergy has created new opportunities, for which ARM and Softbank have boosted their net sales and segment income. ARM has grown enormously, according to SoftBank's annual report 2019. The corporation has been able to derive its full potential in several areas such as:
· Treasure Data and Stream Technologies' acquisition combines with existing IoT services to create the secure IoT platform Pelion. 
· ARM launched the Neoverse processor family for servers and high-performance computing and deployed ARM-based servers at Amazon Web Services (AWS). (SoftBank, 2019)








These recent achievements by ARM have confirmed the initial agreement and commitment of Soft bank, “ to continue to grow ARM.” To achieve this, SoftBank continues to invest in ARM to acquire and train more engineers for their R&D department. This strategic imperative from SoftBank has contributed to ARM, progress, and steady its investment in R&D.
1.9 DISRUPTIVE TECHNOLOGY (IoT ERA)
 SoftBank’s annual report (2017) states, “The Internet of Things will transform our daily lives and redefine all industries” this will transcend in areas such as autonomous driving, accident prevention, smart agriculture, health and well being, demand forecasting, accident prevention, intelligent houses, consumer services, and monitoring and security. (p8)
SoftBank group. Corp offers products and services that revolutionize customers' lifestyles by leveraging the latest technology, including AI, IoT, and robotics. The corporation aims to take a flexible approach to expand our business into a wide range of domains while pursuing synergies with group companies both domestically and overseas. We also aspire to be a company that contributes to society by providing innovative services across various industries, going beyond the realms of conventional telecommunications carrier business models.




1.10 VALUE CREATION AND BUSINESS MODEL
Cunningham et al. describe IoT as providing an enabling opportunity for firms to reconfigure tangible and intangible value for end-users. Such a reconfiguration of value can create more sustainable, If not lifelong, relationships with the end-users. IoT can enable how value is built and leveraged into products and services that goes beyond just meeting an actual need but future needs that resonates and is credible with end users. Moreover, such a reconfiguration of value enables firms to reach a disruption tipping point in an accelerated fashion that competitors could find it challenging to emulate and keep pace with. (p125)
A critical examination into SoftBank’s open taxi platform is the taxi-hailing services. Most taxi services in the urban municipalities depend on innovative technology that connects with their customers; accessing taxi apps by providing customers with real-time information through their mobile device on the next available car service is essential to IoT. It allows for accurate automatic location and fast mobile data connections. 
It takes the stress away from a customer who needs to transport from one place to the other. With the everyday use of smartphones, integrating a taxi app with a mobile phone gives the convenience to customers of getting transported. It emphasizes the importance of a robust IoT process in place. 



1.11  ARM’S MAIN GROWTH MARKETS
Arm is the world's leading designer of key technologies used in semiconductor computer chips. ARM is best known for designing the processors for the main chip in nearly all smartphones. Over the last quarter of a century, our technologies have spread into all sectors and markets, and we now have the world's most widely deployed advanced technology intellectual property (IP). Arm-based products are found in a host of digital electronic devices, from digital TVs to braking systems, smart sensors, and the data centers running the cloud, mobile computing, enterprise infrastructure, and embedded intelligence.
 A company as ARM, whose market presence is in the technology sector, attracts investment. ARM and SoftBank have similar synergy; they both are in the technological market. ARM got to be the leader in the technological market because of its semiconductor capabilities. Investing in growth markets ARM is investing in technologies, markets, and industries that will transform the way we all live and work. Smartphones will become more innovative and more capable. Although the number of smartphones sold each year may not increase, the intelligence of each smartphone is growing with every generation, which is creating opportunities for ARM to provide more technology and intelligent technology to this important market. Future smartphones will have built-in machine learning capability. 

[bookmark: _Hlk71519510]
1.12  STRATEGIC BENEFIT OF ARM 
ARM business strategy currently, many emerging markets will depend on new technologies being developed. ARM is investing in these new technologies to enable these emerging markets. Over the past two years, after being acquired by SoftBank Group, ARM has significantly increased investment in R&D to ensure that it is to develop technology that is suitable for all of these new opportunities. ARM’s strategy is, therefore, to:
 • Maintain share in markets where ARM already has a very high market share, such as smartphones and other consumer electronics; 
• Establish ARM as the leader in emerging technologies and markets such as IoT, machine learning, computer vision, and autonomous vehicles;
• Provide more advanced and valuable technology so that ARM can increase the price per chip;
 • Diversify Arm into new business opportunities as the IoT market develops; and • Continue to develop a financially disciplined organization, fit for the long term. Market share






1.13  VISION AND STRATEGY(SOFTBANK)
Cluster of No. 1 Strategy The goal of the “Cluster of No. 1 Strategy” is to form a diverse group of companies with outstanding technologies and business models in specific fields. Under this strategy, the companies are encouraged to form synergies to evolve and grow together based on capital ties and a shared vision while making decisions independently. While appearing similar to zaibatsu, a type of Japanese conglomerate and overseas equivalents, we believe this approach is different. We believe this unique organizational strategy can help the Group grow over the next 300 years through flexible transformation and the expansion of business lines. The Cluster of No. 1 Strategy has two distinctive features. First, it aims to create a cluster of leading companies in their respective fields, markedly heightening the completeness of the whole cluster. Second, the strategy enables SoftBank Group Corp. (“SBG”) to maintain an extremely flexible management style, rather than controlling and managing portfolio companies as wholly-owned subsidiaries. As a strategic holding company, SBG will seek to guide companies' decision-making in the cluster. SBG will essentially not seek to acquire majority equity interests or integrate brands, attaching greater importance to preserving companies’ diversity and autonomy.
Further, our decision to generally not hold majority stakes, in our view, means we can more easily exit from equity interests in group companies that have 


Matured or not grown as expected, thereby facilitating their smooth replacement over time. A cluster of No.1 AI Strategy — Focused on the Potential of AI At present, incorporating AI into a range of business models is reshaping value creation and fundamentally redefining all industries. The expansion of markets and the creation of new industries through the utilization of AI bring tremendous opportunities. To ensure that we seize these opportunities, we invest in building a cluster of leading AI companies that are building innovative services and business models based on AI technology's emerging capabilities. These efforts are based on the “Cluster of No. 1 AI Strategy,” which we believe will sustain our growth in the future. In implementing this strategy, SoftBank Vision Fund plays a leading role by enabling large-scale investment activities over the long term.
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