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KEY TAKEAWAYS

The level of optimism has levelled off 
compared with the previous quarter, 
but companies are still more positive 
on the economy. Four out of ten of the 
finance executives polled (42%) say they 
are more optimistic or very optimistic, 
down from 50% in the previous survey. 
This level of optimism is still much higher 
than the 20% registered in the third 
quarter last year.

By economy, respondents based in India 
are the most optimistic at 48%, though 
that proportion is down from 59% in the 
previous survey. CFOs in other markets 
are more measured in their optimism – 
Malaysia (30% very/more optimistic vs. 
55% in the previous survey), Singapore 
(29% vs. 26%) and Hong Kong (23% vs. 
47%).  

Confidence in company performance 
has likewise moderated. More than four 
out of ten respondents (43% vs. 54% in 
the previous survey) are optimistic about 
the growth prospects of their firm. Six out 
of ten (60% vs. 58%) expect higher sales, 
while 54% forecast bigger profits (previous 
quarter: 53%). The majority (59%) also 
expect new orders for the business.

CFO Innovation Asia surveyed 190 CFOs, finance directors, 
controllers and other senior executives across Asia from 21 to 
31 March 2013. The key findings include the following:

Companies remain cautious on capital 
spending, but there is an uptick in 
expected M&A activity. Only 36% of 
respondents say their firm will increase 
capital expenditures, roughly the same 
proportion as in the previous three surveys. 
Thirty one percent will spend more on 
marketing and advertising (36% and 29%, 
respectively, in the previous two surveys). 

The proportion of companies that will 
intensify M&A activity stands at 28%, up 
from 21% in the first-quarter survey this 
year.

One indication of the tempered spending 
outlook is the proportion of companies 
that will increase cash on the balance 
sheet, which is relatively high at 44%. 
Thirty seven percent will keep cash at the 
current sizeable levels (compared with 32% 
previously). Only 20% will decrease cash 
(compared with 22% previously and 30% 
in the first quarter of 2012).    

The top external concern continues to 
be consumer demand. It is rated as a 
top-three concern by 56% of respondents 
(previous survey: 47%). CFO worries about 
government regulations remain elevated 
– this is cited as top-three issue by 40% 
(42% previously, and just 31% in the fourth 
quarter of 2012).
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The worries over government action may 
be related to property curbs being put in 
place in China, Hong Kong and Singapore, 
and changes in the regulatory regime as 
new leaders take power in a number of 
Asian economies, including China, Japan 
and Korea.

Talent management continues to be 
the top internal concern. The majority 
of respondents (54%) cite attracting and 
retaining qualified employees as a top-
three internal concern (from 64% in the 
previous quarter, and up from 49% in the 
fourth quarter last year). Cost-cutting is a 
far second at 31% (previous survey: 38%), 
followed by working capital management 
at 29% (previous survey: 30%).

For only the second time since this 
survey was started in 2009, ‘renewing 
focus on sales and marketing’ is the 
top strategic focus.  In most previous 
surveys, ‘expanding to new consumer 
segments and/or geographical markets’ 
was the key objective (66% top-three focus 
in the fourth quarter survey last year). In 
this study, moving on sales, marketing and 
distribution is cited by the most number of 
respondents as a top-three strategic focus 
in the next 12 months (53%), followed 
by reducing overhead costs (52%) and 
expansion to new consumer segments 
and/or geographical markets (47%).

As noted in the previous report, companies 
may be re-ordering priorities and are now 
turning their attenction to nurturing and 
strengthening the market share they 
already have. After all, there is little point 
in expanding to new markets without 
deepening penetration and strengthening 
growth in existing ones.
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Base: 160 respondents (4Q 2009); 205 (1Q 2010); 215 (2Q 2010); 165 (3Q 2010); 147 (4Q 2010); 144 
(1Q 2011); 119 (2Q 2011); 165 (3Q 2011); 215 (4Q 2011); 192 (1Q 2012); 286 (2Q 2012); 250 (3Q 
2012); 162 (4Q 2012); 169 (1Q 2013; 190 (2Q2013). Totals may not add up to 100% due to rounding

Economic outlook: 
Heightened optimism in 2013

How optimistic are you about the prospects of 
the economy where you are based?

Optimism about the growth prospects 
of the economy where the respondent is 
based has levelled off, with 42% of Asia’s 
CFOs saying they are more optimistic or 
very optimistic, compared with 50% who 
said the same in the previous quarter.

The proportion of those who are less 
optimistic or not optimistic at all has risen 
slightly to 27% (from 24% in the previous 
survey), which is still a big improvement 
from 43% pessimistic in fourth quarter 
2012. 

External events may have weighed on 
CFO optimism. The fieldwork for this study 
coincided with the high drama in Cyprus, 
where legislators first rejected, then 
grudgingly accepted, the bailout terms 
demanded by its would-be rescuers, and the 
failure of US legislators to deal with forced 
sequestration cuts in the federal budget.  
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Base: 110 respondents

Economic prospects, by country

As in the previous survey, finance 
executives based in India are the most 
positive about that country’s economic 
prospects, with 48% optimistic, though 
that is down from 59% previously. 

The number of respondents based in China 
is too small for analysis in this survey. 
But 73% of the 18 respondents based in 
that country are very optimistic or more 
optimistic, an indication that companies in 
China are getting over their pessimism in 
the previous survey (when 38% expressed 
optimism). 

CFOs in other markets are more measured 
in their optimism, with 30% of respondents 
in Malaysia very/more optimistic (vs. 55% 
in the previous survey), Singapore (29% vs. 
26%) and Hong Kong (23% vs. 47%). 

These open economies are notably exposed 
to the global economy, particularly Europe 
and the US, which may explain the wild 
swings in economic outlook in response to 
volatile external sentiment and events.   
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Base: 124 respondents (4Q 2009); 202 (1Q 2010); 214 (2Q 2010); 163 (3Q 2010); 143 (4Q 2010); 143 
(1Q 2011); 116 (2Q 2011); 164 (3Q 2011); 214 (4Q 2011); 188 (1Q 2012); 286 (2Q 2012; 249 (3Q 2012); 
161 (4Q 2012); 167 (1Q 2013); 187 (2Q 2013). Totals may not add up to 100% due to rounding

Tempered company optimism as well

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

Optimism about their company’s growth prospects has similarly moderated, with 43% of 
CFOs saying they are more optimistic or very optimistic – down from 54% in the previous 
survey. This is still higher than the 39% own-company optimism in the fourth quarter last 
year.  
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Base: 174 respondents. Totals may not add up to 100% due to rounding

Better sales and earnings

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

Despite the moderating optimism, 60% of 
the executives surveyed still expect sales 
to rise in the next 12 months, slightly 
better than the 58% who said the same in 
the previous survey, when own-company 
optimism stood at 54%. The majority 
(54%) also expect larger profits, the same 
proportion as in the previous quarter.

There is a similar trend in expectations 
with regards to new orders for the business 
(59% say they will be getting more of 
them), possibly reflecting improvement 
in the exports environment in China and 
elsewhere in Asia and more buoyant 
domestic consumption. 

The proportion of those who believe their 
company will enjoy pricing power going 
forward is at 32% (from 36% in the previous 
survey), while 53% expect no change (from 
50% in the previous quarter).
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Base: 174 respondents. Totals may not add up to 100% due to rounding

Continuing caution on capex

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

Moderation in in capex and other spending 
has been evident in the four previous 
surveys and this continues to be the case 
in this current research. The proportion of 
respondents who say their company will 
increase capital expenditures is at 36% 
(previous survey: 35%). 

A majority (51%) had planned to increase 
capex in the third quarter of 2011. In this 
current survey, 21% will actually cut back 
on capital spending (previous survey: 
25%). 

Thirty one percent of companies will spend 
more on sales, marketing and distribution. 
That’s down from 36% in the previous 
survey, but equal to the levels last year 
(29% and 30%, respectively, in the third 
quarter and fourth quarter 2012). 

The proportion of companies that will 
intensify M&A activity stands at 28%, an 
improvement from 21% in the previous 
survey.
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Base: 174 respondents. Totals may not add up to 100% due to rounding

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

Six out of ten companies (64%) will raise 
wages and salaries, up from the previous 
survey’s 54%. In return, the CFOs expect 
higher productivity in terms of output per 
hour worked (56% vs. 48% previously).  

At the same time, 37% will be hiring 
more employees, compared with 32% in 
the previous quarter. But 20% will shed 
employee numbers, up slightly from 16% in 
the previous survey.

Higher salaries, improved productivity 
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Base: 174 respondents. Totals may not add up to 100% due to rounding

Lowered Risks 

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

The proportion of respondents who see 
increased volumes of receivables at risk 
in their company remains relatively low at 
29%, compared with 43% in first quarter 
2012. Still, more companies expect to grant 
customers longer payment terms – 28% 
anticipate their Days Sales Outstanding 
(DSO) metric to lengthen (vs. only 19% in 
the previous survey).   

Since this survey was started in September 
2009, respondents have consistently 
indicated that their company will not 
reduce cash on the balance sheet. The 
proportion that will decrease cash levels 
has never gone beyond 23% – until the 
fourth-quarter 2011 survey, when 29% 
said their company would lower cash 
levels in the next 12 months.  

This trend has been reversing of late. 
Only 20% of respondents now say their 
company will decrease cash on the balance 
sheet (previous survey: 22%), compared 
with 30% in first quarter 2012. Forty four 
percent of respondents say their company 
will continue accumulating cash (previous 
survey: 46%). 
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Base: 167 respondents. 

Regulations on their mind 

What are the most serious external issues that face your company? 

Respondents were asked to identify and 
rank the top three external issues their 
company faces, with Rank 1 denoting the 
most serious concern. Consumer demand 
is ranked the No. 1 worry by 34% of 
respondents. In all, 56% rank consumer 
demand as a top-three concern (previous 
survey: 47%). 

The level of worry about government 
regulations remains elevated. It is ranked 
the No. 1 concern by 15% of respondents, 
versus 18% in the previous survey. Four out 
of ten (41%) of the executives surveyed 
cite government regulations as a top-three 
external issue, from only 31% last year.  
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As noted in the previous survey, the concern 
about regulatory action may reflect 
expectations of new curbs in the property 
sector in Hong Kong and Singapore, and 
changes in the regulatory regime in 
countries such as China, Japan and Korea 
where new political leaderships have 
recently come to power. Policy responses 
are also expected to long-standing 
initiatives that now seems to be coming 
to fruition, including new requirements in 
global banking, anti-money laundering, 
anti-corruption, climate change, corporate 
governance and accounting.  

Foreign competition (32% vs. 27%) and 
currency risk (25% vs 29% previously) 
round out the list of key external concerns. 
Worries over an influx of foreign rivals 
have been rising since the beginning of 
2012, when 19% of respondents cited this 
external issue as a top-three concern. 

As noted in previous reports, this may be an 
indication of actual or expected refocusing of 
US and European MNCs and Asian regional 
businesses on selling to Asian consumers 
and businesses. Domestic consumption is 
becoming a key driver of growth across the 
region even as he economic environment in 
the US and Europe remains volatile.  
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Base: 162 respondents

Primacy of talent management
What are the most serious internal issues that face your company? 

Respondents were also asked to identify and rank the top 
three internal issues their company faces. Attracting and 
retaining qualified employees is ranked yet again as the No. 1 
internal challenge by the most number of respondents (26% 
versus 30% in the previous survey). 

In all, 54% of respondents that cite talent management as a 
top-three internal concern, from 60% previously and 49% in 
the fourth-quarter survey last year. 

Cost-cutting, the top concern in the aftermath of the global 
financial crisis in 2008-09, is now a far second as a top-three 
concern at 31% (previous survey: 38%), followed by working 
capital management at 29% (previous survey: 30%) and 
maintaining morale and productivity (27% vs. 26%).

The focus on talent rather than cost-cutting is consistent with 
the respondents’ relative optimism on the economic and 
business outlook. Companies grow and nurture headcount in 
expectation of good times and cut costs, including headcount 
reduction, in anticipation of a tough business environment. 
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Base: 161 respondents

Sales and marketing rule
What is your company’s strategic focus in the next 12 months?

Only for the second time since this survey 
was started in September 2009, ‘renewing 
focus on sales and marketing’ has 
overtaken ‘expanding to new markets’ as 
a top-three strategic focus – yet another 
indication that CFOs are, indeed, relatively 
optimistic about the prospects for the 
economy and their business.  

Expansion used to be the top-three 
strategic priority for companies (66% 
said so in the fourth quarter survey last 
year). In this survey as in the previous one, 
concentrating on sales, marketing and 
distribution is cited by the highest number 
of respondents as a top-three strategic 

focus (54% vs. 54% previously), followed 
by reducing overhead costs (52%, the 
same as previously) and expansion to new 
consumer segments and/or geographical 
markets (47% vs. 50%).

As noted in the previous report, companies 
may now feel the need to nurture and 
enlarge the footprint they already have 
in consumer segments and geographical 
markets, in addition to continuing 
expansion into new areas. After all, there is 
little point in expanding into fresh markets 
while neglecting existing businesses. 
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About this report

Fieldwork for this online survey was conducted from 21 to 31 March 2013. Cesar Bacani, 
CFO Innovation’s Editor-in-Chief, devised the questionnaire, analysed the results, and wrote 
the report. Dick Wong, Questex Asia Art Director, designed the report.

A total of 190 respondents from Singapore, Hong Kong, India, Malaysia, China and other 
jurisdictions 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, em-
ployee numbers and industry. 

Respondents are personally based in the following markets . . . 

Total may not add up to 100% due to rounding
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. . . work in companies with these employee numbers . . .

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

Total may not add up to 100% due to rounding

Total may not add up to 100% due to rounding
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. . . have the following in annual global turnover . . . 

Total may not add up to 100% due to rounding
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. . . and engaged in the following industries:

Total may not add up to 100% due to rounding
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