
Power & Utilities 
Global Capital Confidence Barometer

May 2018 | ey.com/ccb/powerandutilities | 18th edition

A note from Miles Huq, EY Global Transaction Advisory Services Power & Utilities Leader

Our 18th Capital Confidence Barometer reveals a confident global
power and utilities (P&U) sector. Dealmaking looks set to continue,
underpinned by a buoyant economic outlook on the back of the
stronger-than-expected economic turnaround in Europe and
positive growth in the US and China. As new technologies begin to
impact traditional operating models, divestitures will be a critical
component for P&U companies seeking to realign their portfolios
for this new operating environment.
P&U respondents expect improving economic conditions to drive deal activity. Executives anticipate an
increase in M&A activity, and, as competition for P&U assets heats up, utilities will need to be prepared to
act fast and with strategic discipline.

Deal scarcity, competition for high-quality assets and increasing inflation are seen as the greatest risks to
dealmaking. In addition, P&U executives continue to be concerned about political uncertainty and say it
is the key risk to growth. But these risks are moderated by increased infrastructure spending, which has
also mitigated any potential uncertainty that may have arisen from recently finalized US tax reforms.

P&U companies expect to actively pursue M&A throughout 2018. These dealmaking intentions were
clear in the first quarter of the year, as evidenced in our Power transactions and trends report that re-
veals deal value hit an all-time quarterly high of US$97b.

P&U executives anticipate that competition for high-quality assets will increase, particularly from
financial sponsors. This will put upward pressure on valuations and increase the bid-ask spread.

Portfolio transformation is at the top of the boardroom agenda and is driving corporate M&A in
the sector. P&U companies are planning to divest underperforming assets and invest in developing
economies and emerging technology as sector disruption takes hold.
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Macroeconomic environment and M&A outlook
Executives anticipate that an improving economy and increased corporate earnings  
will create a positive dealmaking environment. 

99%
expect corporate earnings  
to either improve or remain 
stable.

61%
see the sector economy 
improving.

71%
expect an increase in M&A 
activity in the next 12 months.

http://www.ey.com/gl/en/industries/power---utilities/ey-ptt-q4-2017
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About EY
EY is a global leader in assurance, tax, transaction and advisory 
services. The insights and quality services we deliver help build trust and 
confidence in the capital markets and in economies the world over. We 
develop outstanding leaders who team to deliver on our promises to all 
of our stakeholders. In so doing, we play a critical role in building a better 
working world for our people, for our clients and for our communities.
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About EY’s Transaction Advisory Services
How you manage your capital agenda today will define your competitive 
position tomorrow. We work with clients to create social and economic 
value by helping them make better, more-informed decisions about 
strategically managing capital and transactions in fast-changing markets. 
Whether you’re preserving, optimizing, raising or investing capital, 
EY’s Transaction Advisory Services combine a set of skills, insight and 
experience to deliver focused advice. We can help you drive competitive 
advantage and increased returns through improved decisions across all 
aspects of your capital agenda.

External environment
P&U executives continue to be concerned about political uncertainty, while rising inflation is cited as the biggest threat  
to investment plans.

47%
think political uncertainty is 
the greatest economic risk to 
growth.

52%
believe rising inflation is the 
biggest risk to investment 
plans.

63%
say increased infrastructure 
spending will have a positive 
impact on growth.

Growth and portfolio strategy
Portfolio transformation is being driven by sector disruption. Boardrooms are increasingly focused on technology advancements.

41%
consider artificial intelligence 
and robotic process automation 
as the most prominent 
technologies on the boardroom 
agenda.

71%
say portfolio transformation — 
buying and selling assets — is 
top of the boardroom agenda.

73%
expect shareholder activism to 
focus on divesting of assets and 
buybacks.


