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KEY TAKEAWAYSCONTENT

Optimism is returning in most 
economies. The majority of the ex-
ecutives surveyed (58%) are more op-
timistic today about their local econ-
omy compared to the last quarter, 
with another 9% saying they are very 
optimistic. These numbers are higher 
than in our previous survey for the 
first quarter of 2010 (more optimistic: 
54%; very optimistic 7%). The rise in 
optimism is most evident among re-
spondents in Hong Kong (65% more 
optimistic/very optimistic vs. 46% in 
the previous survey) and in Singa-
pore (79% vs. 70%). 

Optimism continues to wane in China, 
with only a bare majority (52%) saying 
they are more optimistic or very opti-
mistic, down from 69% in the previous 
survey and 80% in the last quarter of 
2009. That said, no respondent in Chi-
na is not optimistic at all. 

Respondents are slightly less op-
timistic about the growth pros-
pects for their own company. Fifty 
eight percent say they are more op-
timistic or very optimistic about the 
performance of their company in the 
second quarter of 2010, compared with 
62% who said the same in the previ-
ous survey. Seven out of ten (71%) 
expect sales to increase in the next 
12 months compared with 74% previ-
ously. Six out of ten (62%) anticipate 
improvement in earnings (previous 
survey: 64%) and rising volumes of 
new orders (67% vs. 69% previously). 
Respondents are also confident about 
their company’s pricing power, with 
38% saying the prices of their goods 
and services will increase, compared 
with 39% previously. Only 13% will 
cut prices, the same level as in the 
previous survey.

More companies plan to increase 
spending in the next 12 months. 
Half of the businesses surveyed will in-
crease capital spending this year, with 
11% on cutting mode and 39% keeping 
it at current levels. This is an improve-
ment from the last survey, when only 
40% planned to increase capital spend-
ing. Spending on marketing and ad-
vertising will remain buoyant (46% vs. 
45% in the previous survey). But 61% 
of respondents say their company will 
keep R&D spending unchanged, with 
10% saying it will even decrease.

Hiring intentions continue to im-
prove, and so are salary expecta-
tions. The majority of  respondents 
(51%) expect employee numbers to 
rise in the next 12 months, up from 
42% who said the same in the previous 
survey. Nearly seven out of ten (67%) 
expect wages and salaries to rise, com-
pared with 61% in the previous survey. 
Forty four percent of respondents say 
bonuses will increase, compared with 
33% who said the same previously.

Going forward, companies will 
concentrate on expanding into 
new markets and refocusing on 
sales, marketing and distribution. 
A large majority (67%) rank expansion 
into new consumers segments and/or 
geographical markets as a top three 
strategic priority. Fifty six percent will 
refocus on sales, marketing and distri-
bution, while 45% will strengthen man-
agerial and operational capabilities for 
the post-crisis world. As in the previous 
survey, cost reduction has now fallen 
down the list of priorities. Only 39% 
say reduction of overhead cost will be 
a strategic focus (versus 48% last year), 
while 31% say the same of reduction of 
direct costs (versus 39% in 2009).

CFO Innovation Asia surveyed 215 CFOs, finance directors, 
controllers and other senior executives across Asia from March 31 
to April 13, 2010. The key findings include the following:
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Rising optimism, again, on the economy
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Base: 160 respondents (4Q 2009); 205 (1Q 2010); 215 (2Q 2010). Totals may not 
add up to 100% due to rounding

Exhibit 1: How optimistic are you about the 
growth prospects of the economy?

The majority (58%) of the region’s 
CFOs, financial directors, control-
lers and other senior executives 
are again more optimistic today 
about the prospects for their lo-
cal economy than they were in 
the last quarter, with 9% even 
saying they are very optimistic 
(Exhibit 1).

The proportion of respondents 
who say they are more optimistic 
is higher compared with the 54% 
who said the same in the previ-
ous survey, which was conducted 

from December 23, 2009 to Janu-
ary 10, 2010. That survey had de-
tected a waning of optimism from 
the one before it, fieldwork for 
which was done from September 
23 to October 9, 2009.

Twenty four percent of the execu-
tives polled say they are no more 
or no less optimistic today than 
they were in the previous quar-
ter. Only 6% are less optimistic 
on the economy. The proportion 
of respondents who are not opti-
mistic is a negligible 3%.  
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Exhibit 2: How optimistic are you about the growth prospects of your 
economy?

Base: 97 respondents (4Q 2009); 127 (1Q 2010); 132 (2Q 2010). Totals may not add up to 100% due to rounding 

China is less optimistic
However, as Exhibit 2 shows, opti-
mism continues to wane in China 
(52% more optimistic and very op-
timistic vs. 69% in the previous sur-
vey and 80% in the survey before 
that). The majority of businesses 
still believe China’s economy will 
grow, but worries about asset bub-
bles and government’s resulting 
fiscal and monetary tightening are 
evidently having an effect.  

Interestingly, the opposite is true 
in Hong Kong and Singapore. Re-
spondents in these two markets 
are now more optimistic about 
their economic prospects com-
pared to the last two surveys. The 
reversal is particularly remarkable 
in Hong Kong, where 65% of re-
spondents now say they are more 
optimistic or very optimistic on the 
economy. Only 38% said the same 
in September-October last year. 
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 4Q 
2009

1Q 
2010

2Q 
2010

4Q 
2009

1Q 
2010

2Q 
2010

4Q 
2009

1Q 
2010

2Q 
2010

4Q 
2009

1Q 
2010

2Q 
2010

More optimistic than in 
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Very optimistic 10% 23% 5% 0% 2% 9% 0% 3% 3% 6% 0% 11%

No change from the 
previous quarter

10% 23% 37% 41% 36% 23% 25% 29% 25% 18% 26% 21%

Less optimistic compared 
with the previous quarter

0% 4% 11% 21% 11% 7% 13% 6% 13% 0% 4% 0%

Not optimistic at all 10% 4% 0% 0% 7% 5% 0% 6% 3% 3% 0% 0%
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Confidence in company 
performance remains solid

Exhibit 3: How optimistic are you about the 
growth prospects of your own company?

When asked about the growth 
prospects for their company, 58% 
say they are more optimistic or 
very optimistic, slightly lower 
than the 62% who said the same 
in the previous survey but higher 
than the 53% in the survey before 
that (Exhibit 3). 

Base: 124 respondents (4Q 2009); 202 (1Q 2010); 214 (2Q 2010). Totals may not 
add up to 100% due to rounding
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Higher sales and profits 
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Exhibit 4: What changes does your company 
anticipate in the next 12 months?

Seventy one percent of respon-
dents say that sales at their com-
pany will rise in the next 12 months 
(Exhibit 4). Sixty two percent an-
ticipate increased earnings, while 
67% expect higher volumes of new 
orders. These numbers are slightly 
lower than in the previous survey, 
but are still at elevated levels.
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Capital and other spending on a roll

Exhibit 5: What changes does your company 
anticipate in the next 12 months?

As Exhibit 5 shows, half of the ex-
ecutives polled say their company 
will increase capital spending in the 
next 12 months, up from 40% in the 
previous survey. Forty six percent 
will be spending more on market-
ing and advertising (previous sur-
vey: 45%). 

Base: 178 respondents. Totals may not add up to 100% due to rounding
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Full steam ahead for hiring

Exhibit 6: What changes does your company 
anticipate in the next 12 months?

Base: 178 respondents. Totals may not add up to 100% due to rounding

The majority (51%) also expect 
higher employee numbers in the 
next 12 months, compared with 
42% who said the same in the 
previous survey (Exhibit 6). Few-
er companies will be cutting staff 
numbers (13% vs. 20% in the pre-
vious survey). 

Companies will also be paying 
higher salaries. Sixty seven per-
cent of respondents expect wages 
and salaries to rise, up from the al-

ready high 61% who said the same 
in the previous survey. Only 3% 
will cut wages and salaries, com-
pared with 6% in the previous sur-
vey.

More companies will be rewarding 
their staff with bonuses, too. Forty 
four percent will hand out higher 
bonuses, compared with 33% who 
said the same in the previous sur-
vey. Only 11% will give smaller bo-
nuses, down from 17% previously.
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Cash remains king

Base: 178 respondents. Totals may not add up to 100% due to rounding

Exhibit 7: What changes does your company 
anticipate in the next 12 months?

In the next 12 months, 46% of com-
panies in Asia will increase the 
amount of cash on the balance sheet 
(previous survey: 48%). While they 
anticipate higher sales and profits 
and expect to spend more on sala-
ries and other expenses, it seems 
that enterprises are also determined 
to remain liquid, perhaps in case 
there is a second-dip recession.

But risks are now seen as substan-
tially lower. Only 24% expect the 
level of receivables at risk to rise, 
for example – that’s down from 30% 
and 31% in the last two surveys. A 
high of 65% expect risky receivables 
to remain at the same levels or 
while 12% think they will fall. Asia’s 
companies also expect days sales 
outstanding (DSO) to remain stable 
(57%), although 12% of respondents 
say their firm will be shortening 
DSO in the next 12 months. 

Thirty one percent of the executives 
surveyed admit, however, that DSO 

at their company is likely to length-
en. That may be a reflection of eco-
nomic recovery and growth – the 
region’s enterprises may be more 
willing to give customers some 
slack in payments as they refocus 
on growth and new markets.

Despite expectations of higher sales, 
only a relatively small number of the 
executives surveyed (22%) say that 
their company will increase inven-
tory. Six out of ten (62%) indicate 
that stocks on hand will remain at 
current levels in the next 12 months, 
with just 16% saying inventory lev-
els will decrease.

As noted in the previous survey, it 
may be that companies still have 
high volumes of unsold stocks in 
their warehouses, which is what 
they expect to sell in the coming 
months. They may be waiting for 
clearer signs that the world’s econo-
mies are indeed on the mend before 
they start to restock. 
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Exhibit 8: What are the most serious external 
issues that face your company? 

Base: 199 respondents. Totals may not add up to 100% due to rounding

Consumer demand remain the 
top external concern
Respondents were asked to iden-
tify and rank the top three external 
issues their company faces, with 
Rank 1 denoting the most impor-
tant. As in the previous two surveys, 
consumer demand is seen as the 
most serious challenge. Forty one 
percent of the executives surveyed 
rank it as the number one external 
issue, with another 11% ranking it 
second, and 7% ranking it third.

Government regulations come a 
far second, ranked number one by 
9%, number two by 12% and num-
ber three by 11%. 

But there has been a change in 
third position, with more respon-

dents now regarding currency risk 
as a top-three external concern 
(29% vs. 26% previously). Foreign 
competition had been seen as the 
third most concerning external 
challenge. It may be that the U.S. 
pressure on China to revalue the 
renminbi is regarded as a source of 
uncertainty about currencies. 

Credit markets, counter-party de-
faults and other credit risk are mid-
dling external concerns, as they 
were in the previous survey. But 
inflation and interest rates, which 
are also a secondary concern at this 
point, are looming worries. Eighteen 
percent each judge inflation and in-
terest rates as top-three concerns. 
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Human resources now the 
top internal issue

Exhibit 9: What are the most serious internal 
issues that face your company? 

Respondents were also asked to 
identify and rank the top three inter-
nal issues their company faces. As 
Exhibit 9 shows, Asia is now back to 
the future: as it was before the global 
crisis, attracting and retaining quali-
fied employees have returned as the 
most concerning internal problem. 
The majority of respondents (52%) 
rank it first, second or third as an 
internal challenge, compared with 
48% in the previous survey.

The ability to cut costs and reduce 
supplier spend, the top internal is-
sue previously (ranked first, second 
or third by 54% of respondents) has 
now been relegated to far second 
(39%). Working capital manage-
ment is not far behind at 36%, which 
is higher than the 25% who tagged 
it as a top-three internal concern in 
the previous survey. 

In some ways, cost reduction and 
recruitment/retention are antitheti-
cal issues, since one can have a 
negative impact on the other. At 
this point, it is clear that compa-
nies have decided that investing 
in human resources, in addition 
to capital spending and market-
ing and advertising, have become 
more important than cutting ex-
penses.    

Data security, protection of intel-
lectual property and managing 
IT systems are way down in the 
list of internal concerns. It will 
be interesting to see going for-
ward whether these issues will 
become more important given 
the proliferation of smart phones 
and other mobile devices and the 
hackers that increasingly focus 
on them.  
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Exhibit 10: What is your company’s strategic focus 
in the next 12 months?
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Strategic focus: New markets, sales and 
marketing, managerial capabilities
Going forward, cost reduction has 
become a somewhat less pressing 
priority among companies in Asia. 
As Exhibit 10 shows, just 39% rank 
reducing overhead costs as top-
three strategic focus (versus 48% 
in the previous survey) while 31% 
says the same of reducing direct 
costs (versus 39% previously).

As in the previous survey, the 
highest ranked business areas are 
those having to do with the post-
crisis environment: expanding to 
new consumer segments and/or 
geographical markets (67% versus 
75% in the previous survey), and 

renewing the company’s focus 
on sales, marketing and distribu-
tion (56% vs. 54%). These are also 
the two areas that are ranked the 
number one strategic focus by the 
most number of respondents (41% 
and 21%, respectively). 

Companies are also looking to 
strengthen managerial and opera-
tional capabilities in anticipation 
of the post-crisis world (45% top 
three; 15% rank one). But M&A 
will remain a minor activity, either 
buying (15% top three; 5% rank 
one) or selling (7% top three; 2% 
rank one).

Base: 174 respondents. Totals may not add up to 100% due to rounding
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Hong Kong 25%

Singapore 22%

Malaysia 19%

China 11%

India 7%

Indonesia 4%

Thailand 4%

Australia 2%

Korea 1%

Philippines 1%

Japan 1%

Taiwan 1%

Other 5%

Fewer than 50 18%

51 to 200 24%

201 to 500 13%

501 to 2,000 24%

2,001 to 5,000 5%

More than 5,000 16%

CFO 26%

Financial Controller 18%

Finance Manager 12%

Finance Director 12%

CEO, Chairman, President, Managing 
Partner or Owner

12%

Vice President Finance 7%

Treasurer 1%

Other senior finance executive 1%

Other C-level executive or partner 6%

Other 6%

Total may not add up to 100% due to rounding

Total may not add up to 100% due to rounding

Total may not add up to 100% due to rounding

Respondents are personally 
based in the following markets...

...hold positions with the 
following titles...

...work in companies with these 
employee numbers...

About this report
Fieldwork for this online survey was conducted from March 31 to April 13, 2010. Cesar Bacani, 
CFO Innovation’s senior consulting editor, devised the questionnaire, analysed the results, and 
wrote the report.

A total of 215 respondents from China, Hong Kong, India, Malaysia, Singapore and other jurisdic-
tions in Asia participated in this survey. They are CFOs, finance directors, controllers and other 
senior executives who work in a range of companies in terms of turnover, employee numbers 
and industry. 
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Total may not add up to 100% due to rounding

Total may not add up to 100% due to rounding

...have the following in annual 
turnover...

...and engaged in the following 
industries:

Less than US$1 million 8%

US$1 million to US$5 million 7%

More than US$1 million to US$10 
million

8%

More than US$10 million to US$20 
million

9%

More than US$20 million to US$50 
million

12%

More than US$50 million to US$100 
million

10%

More than US$100 million to US$200 
million

12%

More than US$200 million to US$500 
million

11%

US$501 million to US$1 billion 4%

Over US$1 billion 21%

Electronics/software/high-tech 14%

Consulting/other professional 
services

13%

Banking/finance/insurance 12%

Transportation/travel/hotel 9%

Property and construction 8%

Energy/oil/gas 4%

Industrial equipment 4%

Media & entertainment 4%

Pharmaceuticals/medical products/
bio tech

4%

Chemicals 3%

Retail 3%

Food and restaurants 2%

Metals/mining 2%

Telecommunications 2%

Healthcare provider 2%

Automotive 1%

Consumer durables, including white 
goods

1%

Other 13%
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