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KEY TAKEAWAYSCONTENT

CFO optimism remains at a record low 
point since this survey was started in 
September 2009.  The majority of the ex-
ecutives surveyed (53%) say they are less 
optimistic/not optimistic at all about the 
growth prospects for the economy where 
they are based, about the same level as in 
the previous survey (51%).

The proportion of business executives who 
are more optimistic/very optimistic is at 
20%, the same proportion as in the previous 
quarter.  

But confidence in company perfor-
mance, while also weak, has not 
plunged as much as sentiment on the 
economy, and has in fact improved 
from the previous quarter. Thirty percent 
of respondents are less optimistic or not op-
timistic at all about the growth prospects of 
their own company (previous survey: 37%). 
This level of own-company pessimism is 
23 percentage points lower than those pes-
simistic about the economy, wider than the 
14 percentage points difference in the previ-
ous quarter.

The gap between macro-economic and 
own-company optimism has been evident 
since the third quarter 2010 survey. Respon-
dents have been consistently optimistic 
about their own company’s prospects even 
though they are pessimistic about the local 
economy. 

As in the previous quarter, executives may 
be swayed by the negative news flow in Eu-
rope and the US. They may assume that the 
fallout will be bad for the local economy, but 
are not seeing their company’s bottom line 
getting hit. Between these two measures, 
company sentiment may be the more reli-
able view since CFOs have more visibility 
into their own firm’s data and projections.  

Consistent with their more positive 
view of their company’s prospects, re-
spondents expect higher sales in the 
next 12 months. The proportion of exec-
utives who believe this is the case stands 
at 57%, higher than the 52% who said the 
same in the previous survey. Fifty two per-
cent also expect new orders for the busi-
ness (previous survey: 43%).

However, only 49% forecast increased earn-
ings (previous survey: 46%), an indication 
that some companies may be willing to cut 
profit margins in exchange for larger market 
share. 

Company-level risks are seen as defi-
nitely on the rise. Forty-three percent of 
the executives surveyed expect to see more 
of their company’s receivables to be at risk, 
ten percentage points higher than in the 
previous survey. Forty-one percent forecast 
a longer Days Sales Outstanding period 
(previous survey: 33%).

Companies are cutting back on capital and 
other spending. Only 34% of respondents 
say their firm will increase capex, compared 
with 36% in the previous survey. Only 27% 
will spend more on marketing and advertis-
ing (the same as in the previous survey), 
while 23% will increase R&D investment 
(previous survey: 17%). 

M&A activity will also remain sluggish, al-
though the 26% of companies that will en-
gage in M&A is an improvement from the 
previous quarter (17%). 

Foreign competition breaks into the list 
of top five external concerns. As in past 
surveys, consumer demand is the No. 1 ex-
ternal issue, named as a top-three concern 
by 68% of respondents (previous quarter: 
54%), followed by currency risk, govern-
ment regulations and inflation. 

Interestingly, respondents seem more wor-
ried these days about foreign competition; 
they may be expecting US and European 
MNCs to refocus on growing Asia as con-
sumer demand in Western markets wane 
and as enterprises from China and India ex-
pand regionally. 

For the first time in two years, cost-cut-
ting tops the list of internal concerns. 
Attracting and retaining qualified employ-
ees had overtaken cutting costs and supplier 
spend two years ago, but this concern has 
now been relegated back to second place. 
Forty six percent of respondents say cost 
management is a top-three concern (previ-
ous survey: 44%), compared with 41% who 
say the same about attracting and retaining 
talent (previous survey: 48%).

CFO Innovation Asia surveyed 192 CFOs, finance directors, 
controllers and other senior executives across Asia from 6 to 20 
December 2011. The key findings include the following:
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Gloom on the economic outlook

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). Totals may not add up to 100% due to rounding

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

Asia’s CFOs remain pessimistic 
about the prospects of the econ-
omy where they are based (53%), 
as they were in the previous sur-
vey (51%), when there was re-
newed concern about Greece de-
faulting on its sovereign debt.

The news flow during the field-
work for this survey was equally 
bad, even though a Greek de-
fault appeared to have been con-
tained. Eurozone leaders had 
been unable to agree on how to 
ringfence the larger economies 

of Spain and Italy from the prob-
lems of the smaller EU countries, 
raising the spectre of the death of 
the euro. 

We speculated in the previous re-
port that a soft landing in China, 
interest rate cuts and stimulus 
spending in parts of the region 
may boost optimism. This has not 
happened – the region’s finance 
executives may believe that the 
fallout from Europe may negate 
whatever gains are made from 
these measures.
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Rosier view of company prospects

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

The proportion of respondents 
who are less optimistic/not op-
timistic at all about the growth 
prospects for their own company 
is much lower (30%) compared 
with those pessimistic about the 
economy – and also lower com-
pared with those pessimistic in the 
last survey (37%).

The gap between macro-economic 
and own-company pessimism now 

stands at 23 percentage points, 
wider than the previous survey’s 
14 percentage points.

This divergence has been evident 
since the third quarter 2010 survey. 
Respondents have been consis-
tently optimistic about their own 
company’s prospects even though 
they say they are pessimistic about 
the local economy, as shown in the 
chart on page 6. 

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). Totals may not add up to 100% due to rounding
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Macro-economic versus own-company pessimism

Can the company’s fortunes 
diverge from those of the 
economy? Maybe so – some 
enterprises in the US have been 
reporting profits even though the 
economy is in the doldrums.

In Asia, it may be that respondents 
are influenced by negative news 
from the West, anticipating an 
export slowdown, for example, 
even though their own company’s 
sales pipeline and numbers still 
look robust. 

Between these two measures, 
company sentiment may be the 
more reliable view since CFOs 
have more visibility into their 
own firm’s metrics than they do 
into macro-economic numbers 
and trends.  

It may be that Asia’s macro-
economic growth prospects in 
2012 are actually brighter than 
the top-down gloomy picture 
painted by the respondents. 

Base: 116 to 215 respondents
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What changes does your company anticipate 
in the next 12 months?

Nearly six out of ten respondents 
(57%) expect their company’s reve-
nues to rise in the next 12 months, 
despite the general pessimism 
about the growth prospects of the 
local economy. This is five percent-
age points higher than the propor-
tion of those who said the same in 
the previous survey (52%).

The executives surveyed are more 
pessimistic about earnings, with 

only 49% forecasting higher prof-
its (previous survey: 46%). 

The majority (52%) expect new or-
ders for the business, higher than 
the 43% in the previous survey – 
implying new demand domesti-
cally or abroad, presumably from 
other emerging markets rather 
than Europe or the US. 

Rising sales, slowing profits 

Base: 176 respondents. Totals may not add up to 100% due to rounding
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Slowdown in capex and other spending

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

Base: 176 respondents. Totals may not add up to 100% due to rounding

The cutbacks in spending de-
tected in the previous survey are 
continuing, with 28% of respon-
dents saying their company will 
decrease capital spending (previ-
ous survey: 26%) and 24% cutting 
back on marketing/advertising 
spend (previous survey: 21%). 

Only 9% and 15% had planned to 
cut marketing and capital spend-
ing, respectively, in the Third 
Quarter 2011 survey.   

A quarter of respondents (26%) 
foresee increased M&A activity, 
a marked improvement from the 
17% who said the same in the pre-
vious survey. 

Only 23% will increase spending 
on research and development 
(previous survey: 17%). The pro-
portion of companies in Asia that 
plan to increase R&D spending 
has never breached 30% since this 
survey was started in 2009, which 
arguably may not bode well for 
long-term sustainability. 
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Hiring gets a second wind

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

Base: 176 respondents. Totals may not add up to 100% due to rounding

The deceleration in hiring de-
tected in the previous quarter has 
reversed somewhat – 44% of the 
executives surveyed now expext 
employee numbers to increase, 
compared with 33% in the previ-
ous survey. 

To attract recruits and retain cur-
rent talent, 69% will raise wages 
and salaries, higher than the 51% 
who said the same in the previous 
survey. More respondents will in-
crease bonuses (24%), compared 
with the previous survey (18%).

The majority of respondents ex-
pect employee numbers to re-
main the same (36%, lower than 
the 44% in the previous survey) or 
even decrease (20% vs. 23% in the 
previous survey).

Reflecting nervousness about 
the growth prospects of the local 
economy and company profits, 
the recovery in hiring and salary 
intentions has yet to reach the op-
timistic heights in the beginning 
of 2011, when 60% of respondents 
expected higher employee num-
bers and 79% said their company 
will increase wages and salaries. 
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What changes does your company anticipate in the next 12 months?

Base: 176 respondents. Totals may not add up to 100% due to rounding

Consistently since this survey 
was started in September 2009, 
respondents indicate that their 
company would not decrease 
cash on the balance sheet. The 
proportion of enterprises that will 
draw down cash levels has never 
gone beyond 23% – until the fourth-
quarter 2011 survey, when 29% said 
their company would decrease 
cash levels in the next 12 months.  

This trend is continuing in 
this survey. Thirty percent of 
respondents now say their company 
will draw down accumulated cash, 
presumably to help fund capital 
and other spending and other new 
expenses such as salary increases.  

However, seven out of ten will still 
increase cash on the balance sheet 
(36%) or keep the level unchanged 
(34%), underscoring the almost 
obsessive preoccupation of Asia’s 
CFOs with cash as a security blanket 
of sorts in the face of uncertainty.

The key lesson of the 1997 Asian 
financial crisis evidently still lingers: 
Cash is king. It’s a mantra that was 
re-validated during the 2008-2009 
global financial crisis – and may 
do so again if the global economy 
were to slide into recession in 2012.

There are indications that economic 
stress is building up among counter-
parties, a number of whom are Eu-
ropean buyers, given the Western 
orientation of the region’s exports. 
Forty-three percent of respondents 
expect the number of receivables 
at risk to increase, up from 33% in 
the previous survey and double the 
20% who expressed the same worry 
in the third-quarter 2011 survey.

As a consequence, 41% of the ex-
ecutives surveyed expect days 
sales outstanding (DSO) to length-
en (previous survey: 33%), which 
has implications on working capital 
management and further focuses 
attention on cost-cutting efforts.     
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Currency still key worry
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What are the most serious external issues that face your 
company? 

Base: 172 respondents. Totals may not add up to 100% due to rounding

Respondents were asked to iden-
tify and rank the top three external 
issues their company faces, with 
Rank 1 denoting the most impor-
tant. Consumer demand continues 
to be regarded as the most seri-
ous challenge, with 34% ranking 
it as the number one external is-
sue (previous survey: 36%). It is a 
top-three concern for 52% of the 
executives surveyed.

The next top-three external con-
cerns are currency risk, govern-
ment regulations and inflation. The 
continuing concern with regards 

to the volatile foreign-exchange 
environment is likely sparked by 
the prospect of an implosion of the 
euro and the depreciation of the 
rupee and other Asian currencies 
against the US dollar.

Foreign competition and counter-
party default/other credit risk have 
moved up in the list of external 
worries. Respondents may be ex-
pecting US and European MNCs 
to refocus on growing Asia as con-
sumer demand in Western markets 
wane and as enterprises from Chi-
na and India expand regionally. 
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Cost management now the top priority   
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What are the most serious internal issues that face your company? 

Base: 169 respondents. Totals may not add up to 100% due to rounding

Respondents were also asked to 
identify and rank the top three in-
ternal issues their company faces. 
Cost cutting was the top internal 
concern in the last quarter of 2009 
and the first quarter of 2010, when 
Asia was still feeling the after-ef-
fects of the 2008 global financial 
crisis. 

As the region recovered, howev-
er, attracting and retaining talent 
became the priority. Talent man-
agement was still rated as the No. 

1 internal issue in the previous 
survey.

That has changed in this survey. 
Forty-six percent of the executives 
surveyed now say that cutting 
costs is the most serious internal 
issue their company faces, over-
taking recruitment and retention 
of talent (41%). In the previous 
survey, 48% said talent manage-
ment was the top concern, more 
than the 44% that pointed to cost-
cutting. 
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Strategic focus: Still expansion
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What is your company’s strategic focus in the next 12 months?

Base: 167 respondents. Totals may not add up to 100% due to rounding

Despite their gloomy economic 
outlook and resurgent worries 
about counter-party risk and oth-
er challenges associated with a 
global slowdown or recession, 
the executives surveyed still aim 
to grow the business in the next 
12 months.

Nearly seven out of ten compa-
nies (69%) will expand to new 
consumer segments and/or geo-
graphical markets (previous sur-
vey: 66%). The majority, 54%, will 
renew focus on sales, marketing 
and distribution (previous survey: 
62%).

While cognizant of the current 
risks, Asia’s companies evidently 
believe that the region’s long-
term story remains intact. Slow-
ing growth in China, India and the 
ASEAN countries, especially Indo-
nesia, may turn negative. But past 
experience has shown that recov-
ery can be swift.

The key is for companies to strike 
the optimum balance between 
spending and cost-cutting, be-
tween risk-taking and risk aver-
sion – a challenge that the CFO 
and the finance function should 
be able to deal with along with the 
rest of the enterprise.  
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Singapore 19%

Hong Kong 17%

India 16%

Malaysia 15%

China 12%

Philippines 5%

Thailand 3%

Indonesia 3%

Vietnam 3%

Australia 1%

Japan 1%

Korea 1%

Taiwan 1%

Other 4%

Fewer than 50 12%

51 to 200 19%

201 to 500 14%

501 to 2,000 21%

2,001 to 5,000 13%

More than 5,000 21%

CFO/Finance Director 43%

Financial controller 15%

Vice President Finance 8%

Finance manager 8%

Other C-level executive or Partner 8%

CEO, Chairman, President, Managing 
Partner or Owner

6%

Treasurer 2%

Other senior finance executive 2%

Other 9%

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 6 to 20 December 2011. Cesar Bacani, CFO 
Innovation’s Editor-in-Chief, devised the questionnaire, analysed the results, and wrote the re-
port. Eric Lam, Art Director at Questex Asia, designed the report.

A total of 192 respondents from Singapore, Hong Kong, India, Malaysia, China 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 6%

US$1 million to US$5 million 8%

More than US$5 million to US$10 
million

6%

More than US$10 million to US$20 
million

6%

More than US$20 million to US$50 
million

10%

More than US$50 million to US$100 
million

10%

More than US$100 million to US$200 
million

14%

More than US$200 million to US$500 
million

12%

US$501 million to US$1 billion 6%

Over US$1 billion 23%

Professional services 13%

Manufacturing 13%

Electronics/software/high-tech 10%

Banking/finance/insurance 10%

Transportation/travel/hotel 5%

Conglomerate/diversified business 4%

Industrial equipment 4%

Property and construction 4%

Pharmaceuticals/medical products/
bio tech

4%

Fast-moving consumer goods 3%

Logistics/distribution 3%

Media & entertainment/advertising 3%

Automotive 3%

Healthcare provider 3%

Retail 3%

Chemicals 2%

Energy/oil/gas 2%

Metals/mining 2%

Other 9%
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