Portuguese legal market set for consolidation

Law firms that manage mergers and lateral hires in the most effective way — by adapting their
culture and preparing their staff for change — are the ones that will flourish

There is likely to be consolidation in the
Portuguese legal market in the medium to
long term, according to PLM] partner Nuno
da Cunha Barnabe.

“In the next five to ten years there will
be consolidation internationally — not only
in Portugal — but this may happen in many
different ways,” he says. “It does not mean
there will just be mergers, but also alliances,
spin-offs and increased lateral movement.”

Da Cunha Barnabé says that, given
this environment, the law firms that are
managing the consolidation process in
the most professional way will be more
successful.

“Such consolidation is contrary to the
business idea of seizing the opportunity — it
needs to be planned,” he continues. “The
culture needs to be adapted and the people
need to be prepared to accommodate those
opportunities.”

Da Cunha Barnabé also believes that
“managing change” is another important
consideration for law firms as well as the
importance of having effective corporate
governance systems in place.

“You need to provide lawyers with
soft skills but also make them aware
of efficiency and profitability - there
also needs to be a culture of corporate
governance with objectives that are
understood and accepted by everyone,’
he adds. “You really need to get a
consensus on that.”
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Portugal’s attractiveness to investors is
increasing as it is viewed as a market
that can bring greater stability to their
portfolios, says Jorge Bleck, a corporate
and M&A partner at Vieira de Almeida &
Associados.

“Confidence is returning to Portugal
and investors are moving away from
| emerging markets, such as Brazil, Russia
| and India,” he explains. “In contrast,
| Portuguese assets may have lower rates
| of return but they are able to provide
long-term stability and less risk since the
country emerged from the Troika.”

Bleck says this desire for stability has
resulted in increased activity involving
infrastructure funds, pension funds and
private equity funds - especially in areas
such as energy and financial services
— as this type of investor is looking for
investments to grow rather than simply
making quick returns.

“In the case of energy, we've recently
closed two renewable energy deals, and

Investors turn to Portugal to stabilise their

there are more funds looking at assets
because Portugal has a stable regulatory and
tariff framework,” Bleck says. “Most of the
transactions involve brownfield assets but,
as more investments come in, I believe more
new-build projects may be commissioned
because these funds have strong capital and
access to funds.” Bleck also expects there
to be more consolidation in the financial
services sector, particularly in insurance an
banking,. :
Bleck says there also needs to be political
stability to complement the economic
stability in order to ensure long-term growth.
Following the recent general election, and
the historic lack of collaboration between
parties, the possibility of another election in a
year or two creates a degree of uncertainty.
While Portugal is bouncing back, Africa
remains an important market, according to
Bleck. However, while Mozambique still
offers significant opportunities, Angola has
suffered greatly because of the slump in oil
prices, he adds.
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