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Revival of US business investment 
 

US business investment, which fell by a fifth 
during the recession, is showing signs of 
recovery. It made a positive contribution to 
GDP growth in the fourth quarter (Q4) of 
2009, for the first time since Q2 2008. And it 
looks set to continue contributing to growth 
– companies are sitting on pile of cash and 
rising profits mean that CEOs are 
increasingly confident. 
 

Business investment added 0.5 percentage point 
(ppt) to Q4 GDP growth, driven by a 1.1 ppt 
contribution from investment in equipment and 
software, which grew at an annualised rate of 19%.  

 

Meanwhile, cash on the balance sheets of US non-
financial companies is at a thirty-year high. As the 
economy continues to recover and company 
executives grow more confident about future 
profits this cash is likely to be used for further 
investment and M&A.  
 

Indeed, the confidence of US CEOs has already 
recovered sharply from its historic low late in 2008 
and is now not that far below previous peaks. As 
the chart below highlights, if CEO confidence stays 
at its current elevated level, investment in 
equipment and software is likely to grow strongly 
again in the quarters ahead and make further 
positive contributions to US GDP growth.  
 

M&A is a likely beneficiary from the corporate cash 
pile, now that CEO confidence has recovered. In 
the three years from Q2 2007 to Q2 2009, the 
value of global M&A transactions fell by 80%. Since 
then it has started to gradually recover and has 
now risen 60%. However, it remains only a third of 
its peak level. But if CEO confidence stays where it 
is, M&A activity is likely to recover further along 
with business investment. 
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US corporate cash to asset ratio  
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US business investment and CEO confidence 
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Global merger & acquisition activity 
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Issued by Coutts & Co, which is authorised and regulated by the Financial Services Authority. Coutts & Co is registered in 
England No. 36695. Registered office: 440 Strand, London WC2R 0QS. 
 
The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your 
original investment. Past performance should not be taken as a guide to future performance. Where an investment involves 
exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, and the income from it, to 
go up or down. 
 
The information in this document is not intended as an offer or solicitation to buy or sell securities or any other investment or 
banking product, nor does it constitute a personal recommendation. The information is believed to be correct but cannot be 
guaranteed. Any opinion or forecast constitutes our judgement as at the date of issue and is subject to change without notice. 
Any Coutts company, or a connected company, its clients and officers may have a position or engage in transactions in any of 
the securities mentioned. 
 
The analysis contained in this document has been procured, and may have been acted upon, by Coutts & Co and connected 
companies for their own purposes, and the results are being made available to you on this understanding. To the extent 
permitted by law and without being inconsistent with any applicable regulation, neither Coutts & Co nor any connected 
company accepts responsibility for any direct or indirect or consequential loss suffered by you or any other person as a result of 
your acting, or deciding not to act, in reliance upon such analysis. 
 
Not all products and services offered by the individual Coutts companies are available in all jurisdictions, and some products and 
services may be available only through particular Coutts companies.  
 
None of the overseas Coutts companies or offices is an Authorised Person subject to the rules and regulations made under the 
Financial Services and Markets Act 2000 for the protection of investors and depositors, and compensation under the Financial 
Services Compensation Scheme will not be available in respect of business transacted with them. 


