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Four years since the collapse of Lehman Brothers, the
U.S. economy is recovering, although various
uncertainties remain. Corporations have regained
profitability, but the question is whether they can take the
next step. We asked Goldman Sachs President Gary
Cohn on his views (of the global economy and corporate
sector outlook), along with his outlook of the M&A market.
US Economy Still Facing Challenges
-

The U.S. economy is recovering but the pace is very
slow.

The U.S. economy is going to have a tough time growing
over the foreseeable future. Most of the world's
economies are facing some degree of difficulty and the
U.S. economy is tied to their success. What the ECB has
done for Europe's debt problem (through its bond-buying
program) is nothing short of extraordinary, even if it isn't
clear yet how the economy is going to grow. And in China,
growth has slowed down dramatically but as the new government provides stimulus the economy
should come back to life relatively quickly.
The housing market is starting to show signs of recovery. House prices are hitting levels where the
existing stock of homes is being absorbed, but what the U.S. really needs is income growth and job
growth. We've been averaging a little over 100,000 new jobs a month but unemployment rate are still
high.
-

The fiscal cliff including expiration of tax cuts and expected spending cuts in early next year is a big
topic this year

We're worried about the fiscal cliff. Realistically, decisions about how to resolve the issue will likely be
deferred for another 6 months. In the long term, if you're really worried about the $16 trillion deficit in
the United States, you have to raise more revenue and spend less money.
No matter who gets elected President, they're going to be in a very tough position because they're not
going to have enough control to get what they want done. Most likely the Democrats will maintain
control of the Senate and Republicans will maintain control of the House. Therefore compromises will
have to be made to get things done.
-

With $2 trillion in cash, US companies still seem to be cautious with regard to taking further risks.

Our clients' perspective is to wait and see for the short run. No one is going to make a large
investment until they have more clarity. But most companies we speak to are looking at the prospect of
expanding over the long-term. Eventually …that capital will be put to use for the benefit of the company
and shareholders.
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By the time the world gets better, it's too late. You've got to run the analytics now. We're working with
clients on running scenarios of what they want to do with their businesses, and how they should
prepare themselves for the day when they think things get clearer.
Focus on Japanese corporations
-

What is your outlook for the M&A industry?

Today, most of the merger activity is based on finding ways to cut costs and boost earnings.
Companies are trying to create economies of scale. But when the world starts looking a little better in
terms of economic growth, I think business leaders will switch to finding ways to expand geographically
or to build out their product lines.
Japan has been one of the busiest M&A markets this year. Japanese companies are taking steps to be
more competitive globally. We're starting to see some Japanese companies merge, to create bigger
market share, open up new markets. Japan has a lot of wonderful, well-recognized brands. These are
owned by companies with good corporate governance and great balance sheets. It would not be
unusual for a foreign company to look at a Japanese company.
-

What do you think about the regulatory environment, which has changed drastically as a result of
the financial crisis?

Our philosophy is to adapt to the new regulatory environment including Dodd-Frank and new Basel
capital rules very quickly.
The key is to remain patient. If you look at the last major financial crisis -- the 1929 stock market crash-it took four to six years to develop reforms of the stock market. If you think about it, it's very hard to
move these things very quickly and get them right. I know that regulators around the world are worried
about the unintended consequences. And they are concerned about getting regulation right. That's a
good thing.
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