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KEY TAKEAWAYSCONTENT

CFO optimism is at its lowest since this survey 
was started in September 2009. The majority of 
the executives surveyed (51%) are now less opti-
mistic/not optimistic at all about the growth pros-
pects for the economy where they are based, 
compared with 32% in the previous survey. 

The proportion of business executives who are 
more optimistic/very optimistic is at 20%, the 
lowest ever since 2009. 

But confidence in company performance, while 
weaker, has not fallen as much as sentiment on 
the economy. Thirty seven percent of respon-
dents are less optimistic or not optimistic at all 
about the growth prospects of their own com-
pany (previous quarter survey: 26%). This level 
of own-company pessimism is 14 percentage 
points lower than those pessimistic about the 
economy. 

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

It may be that executives are swayed by the 
negative news flow on Europe and other far-
away markets and are assuming the fallout will 
be bad for the local economy, even though this 
has not yet filtered down to the company’s fi-
nancials. Between these two measures, com-
pany sentiment may be the more reliable view 
since CFOs have more visibility into their own 
firm’s financial pipeline.  

Somewhat belying their worries over the local 
economy, respondents still expect continued 
rises in sales. The majority (52%) still project 
higher sales in the next 12 months, albeit fewer 
than in the previous third quarter survey (when 
61% expected higher sales). But only 46% antici-
pate improved earnings (previous survey: 50%) 
and 43% expect more new orders (previous sur-
vey: 56%).

Companies are starting to cut back on capital 
and other spending. Only 36% of respondents 
now say their firm will increase capex, com-
pared with 51% in the previous survey. Only 
27% will spend more on marketing and adver-
tising (previous survey: 45%), while 17% will in-
crease R&D investment (previous survey: 25%). 
M&A activity will also decelerate, with only 17% 
of respondents saying their company will en-
gage in M&A (previous survey: 31%).

Hiring intentions are also on the decline. Only 
33% of the executives surveyed expect higher 
employee numbers in the next 12 months (pre-
vious survey: 48%). But companies will still 
have to increase wages to hire and keep talent – 
51% expect to dole out higher salaries (previous 
quarter: 70%).

Currency risk and government regulations re-
main key concerns, with inflation and interest 
rates receding in the order of worries. Consumer 
demand is still the No. 1 external issue, as it has 
been since this survey was launched in 2009. 
But inflation, which was rated the second most 
serious external concern in the third quarter sur-
vey, is now rated No. 4, behind currency risk at 
No. 2 (previous survey: No. 4) and government 
regulations (previous survey: No. 3). 

The latest economic numbers out of China sug-
gesting that the cooling measures are having an 
effect and expectations of a global recession or 
at least a slowdown because of sovereign debt 
and banking problems in Europe may be calm-
ing inflation fears. 

Despite their pessimism about the prospects for 
the local economy, respondents say their com-
pany will still focus on market and business ex-
pansion in the next 12 months. In the third quar-
ter survey, reducing overhead costs was No. 2 
in the list of strategic priorities after expansion 
to new consumer segments and/or geographi-
cal markets. In this survey, cost-cutting falls to 
the No. 3 slot, overtaken by renewing focus on 
sales, marketing and distribution.

CFO Innovation Asia surveyed 215 CFOs, finance directors, 
controllers and other senior executives across Asia from 6 to 26 
September 2011. The key findings include the following:
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Optimism on the economy at its lowest
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How optimistic are you about the growth 
prospects of the economy?

Going into the fourth quarter of 
2011, the economic optimism in 
Asia that started late last year has 
disappeared. Only 20% of the ex-
ecutives surveyed are more op-
timistic or very optimistic about 
the growth prospects for the 
economy where they are based. 

Business executives who are less 
optimistic or not optimistic at all 
are now in the majority (51%), 
from 32% in the previous survey. 
This is the highest level of pessi-
mism since this survey was start-
ed in September 2009.

Fieldwork for this survey was done 
during the height of renewed con-
cern about a Greek default on its 
sovereign debt and the impact on 
European banks, which almost 
certainly contributed to the sense 
of impending doom. 

However, recent economic num-
bers from China suggesting a soft 
landing, a surprise interest-rate cut 
in Indonesia and stimulus spend-
ing in the Philippines and possibly 
Malaysia to soften the impact of a 
global slowdown may boost opti-
mism in the next survey. 
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Base: 116 to 215 respondents

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

Macro-economic versus own-company pessimism

Curiously, only 37% of respon-
dents are less optimistic/not op-
timistic at all about the prospects 
for their own company, which is 
14 percentage points lower than 
those pessimistic about the econ-
omy where they are based. 

The gap between macro-economic 
and own-company optimism has 
been evident since the third quar-
ter 2010 survey. Respondents have 
been consistently optimistic about 
their own company’s prospects 
even though they say they are pes-
simistic about the local economy, 
as shown in the chart below. 

It may be that respondents are be-
ing swayed by the negative news 
flow from Europe and are antici-
pating the fallout will be bad for 
the local economy – even though 
this is not yet reflected in the latest 
macro-economic numbers.

However, when it comes to their 
company, the respondents do not 
see evidence of a slowdown in 
the sales pipeline and so on, and 
therefore a third of them (33%) is 
still optimistic.      

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.  

But confidence in company stronger 
than on the economy
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Higher sales, caution on profits 
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What changes does your company anticipate 
in the next 12 months?

Consistent with their more op-
timistic view of their company’s 
prospects compared with that of 
the local economy, the majority of 
executives surveyed (52%) expect 
sales to increase in the next 12 
months. This is a weaker number, 
however, than the 61% who said 
the same in the previous survey 
and the 82% who forecast higher 
sales in the first quarter of the year.

Respondents are more guarded 
about earnings, with only 46% 
projecting increased profits in the 
next 12 months. This compares 

with 50% in the previous survey 
and 76% in the beginning of the 
year.

Just 43% anticipate an increase 
in new orders (previous survey: 
56%), implying that the expected 
higher sales will be driven more 
by higher orders from existing 
customers rather than new busi-
ness – or by higher prices. Only 
29% say they will increase the 
prices of their goods and services, 
compared with 55% in the previ-
ous survey. 
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The M&A trend collapses
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What changes does your company anticipate in 
the next 12 months?

The volatile financial markets and 
uncertain prospects for the global 
economy may be conspiring to put 
M&A activities on hold. Just 17% 
now see their company’s M&A ac-
tivities intensifying in the next 12 
months, compared with 31% in the 
previous survey. 

Companies are also beginning 
to cut back on capital spending. 
Only 36% expect their company 
to increase capex in the next 12 
months, down sharply from 51% 
in the previous quarter. Market-

ing/advertising spending is also 
weakening, with only 27% saying 
their company will increase such 
spending. Forty five percent had 
expected higher marketing spend 
in the previous survey.

Only 17% will increase spending 
on research and development. The 
proportion of companies in Asia 
that plan to increase R&D spend-
ing 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 on the decline
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What changes does your company anticipate 
in the next 12 months?

The deceleration in hiring detected 
in the previous quarter has quick-
ened – only 33% of the executives 
surveyed now expect the number 
of employees to increase, com-
pared with 44% in the previous 
survey and 60% in the beginning 
of the year.

Nearly a fifth of respondents even 
say their company will shed work-
ers (23% versus just 12% in the 
previous survey) and will cut bo-

nuses (24% versus 11%). But 51% 
will raise salaries, although this is 
lower than the 70% who said the 
same in the previous survey. 

Despite their relative optimism 
on their company’s prospects, it 
seems that Asia’s executives have 
decided to be more cautious with 
regard to manpower, which typi-
cally accounts for the bulk of com-
pany expenses. 
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Where is the cash going?
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What changes does your company anticipate in 
the next 12 months?

Consistently since this survey 
was started, the executives sur-
veyed say their company will not 
decrease cash on the balance 
sheet. The proportion of enter-
prises that will draw down cash 
levels has never gone beyond 
23% — until now. In this survey, 
the ninth iteration in the quarter-
ly series, 29% of companies will 
decrease cash levels in the next 
12 months (versus 21% in the 
previous survey).

Still, 33% of companies will con-
tinue accumulating cash on the 
balance sheet (previous survey: 
42%) while 38% will maintain it at 
the current level (previous survey: 
37%). Many of Asia’s enterprises 

have evidently not forgotten the 
key lesson of the 1997 Asian fi-
nancial crisis, which was validated 
again during the 2008-2009 global 
financial crisis: Cash is king.

Worryingly, 33% of respondents 
expect receivables at risk to in-
crease (previous survey: just 20%), 
the highest level since this series 
was started. The proportion of 
respondents expecting risky ex-
posures to rise in the September 
2009 survey was 32%.

More respondents also expect 
days sales outstanding (DSO) to 
lengthen (33%), compared with 
the 22% who said the same in the 
third quarter.   



10

CFO INNOVATION ASIA BUSINESS OUTLOOK SURVEY FOURTH QUARTER 2011 © 2011 QUESTEX ASIA LTD

Currency risk to the fore
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What are the most serious external issues that 
face your company? 

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 36% ranking 
it as the number one external is-
sue (previous survey: 29%). It is a 
top-three concern for 55% of the 
executives surveyed.

The next top-three external con-
cerns are currency risk, govern-
ment regulations and inflation. 
Concern about the volatile foreign-
exchange environment is likely 

sparked by the recent roller coast-
er ride of the dollar versus the ren-
minbi, euro and Swiss franc. 

Inflation, the second most seri-
ous worry in the previous survey, 
has now receded to No. 4. Worries 
about excessive consumer price 
rises are probably being alleviated 
by economic numbers from China 
suggesting cooling measures are 
having an effect and expectations 
that a global recession or slow-
down will dampen consumer de-
mand and thus relieve inflationary 
pressures.  
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Talent retention still key worry
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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. As it was in the previous 
surveys, the top concern remains 
attracting and retaining qualified 
employees (23% No. 1 concern; 
48% top-three concern). The re-
tention part is probably the focus 
in this pairing these days, given 
that fewer respondents expect 
to see increased employee num-
bers.

The second-ranked internal con-
cern is the ability to cut costs and 
reduce supplier spend, cited by 

44% of the executives surveyed 
(previous quarter: 41%), followed 
by working capital management 
(32%).

Cost cutting was the top inter-
nal concern in the last quarter of 
2009 and the first quarter of 2010, 
when Asia was still feeling the af-
ter-effects of the global financial 
crisis. Should cost cutting rise to 
the top of the list of worries again 
in future surveys, displacing tal-
ent development, that may be a 
strong indication that companies 
expect a double-dip global reces-
sion. 
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Strategic focus: Return of cost-cutting
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What is your company’s strategic focus in 
the next 12 months?

Indeed, companies are far from 
putting away the knives. Cost-
cutting receded as a priority last 
year, but made a comeback in the 
second-quarter survey, when 45% 
of respondents identified reducing 
overhead costs as a top-three stra-
tegic focus in the next 12 months. 
In the third-quarter survey, 48% re-
garded cutting overhead as a top-
three focus. 

In the current survey, 42% of re-
spondents identify reducing over-
head costs as a top-three strategic 
priority. Additionally, paring direct 
costs is a top-three focus of 36% 
(previous survey: 31%).

But the highest ranked priorities 
are still those having to do with 
business expansion and invest-
ment. Some 66% of respondents 

say their company will focus on 
new consumer segments and/or 
geographical markets (up from the 
previous survey’s 62%), while 62% 
will continue to pay close attention 
to sales, marketing and distribu-
tion (previous survey: 47%).

These are also the two areas that 
are ranked the number one stra-
tegic focus by the most number 
of respondents (46% and 25%, re-
spectively). 

The challenge for companies is to 
strike the right balance between 
these two polar opposites – be-
tween spending to capture still 
growing opportunities in Asia and 
cost-cutting to insulate the compa-
ny from the possible return of the 
global financial crisis.    
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Hong Kong 20%

Singapore 18%

Malaysia 15%

Philippines 10%

Indonesia 9%

China 6%

India 5%

Thailand 3%

Australia 2%

Vietnam 2%

Taiwan 1%

Japan 1%

Korea 1%

Other 6%

Fewer than 50 16%

51 to 200 18%

201 to 500 11%

501 to 2,000 19%

2,001 to 5,000 17%

More than 5,000 18%

CFO/Finance Director 40%

Financial Controller 12%

Finance Manager 12%

CEO, Chairman, President, Managing 
Partner or Owner

9%

Other C-Level Executive or Partner 8%

Other Senior Finance Executive 7%

Vice President Finance 4%

Treasurer 2%

Other 7%

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 26 September 2011. Cesar Bacani, CFO 
Innovation’s Editor-in-Chief, devised the questionnaire, analysed the results, and wrote the report.

A total of 215 respondents from Hong Kong, Singapore, Malaysia, Philippines, Indonesia, China 
and other jurisdictions in Asia participated in this survey. They are CFOs, finance directors, con-
trollers 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 9%

US$1 million to US$5 million 9%

More than US$5 million to US$10 
million

6%

More than US$10 million to US$20 
million

8%

More than US$20 million to US$50 
million

11%

More than US$50 million to US$100 
million

10%

More than US$100 million to US$200 
million

10%

More than US$200 million to US$500 
million

12%

US$501 million to US$1 billion 6%

Over US$1 billion 21%

Manufacturing 11%

Banking/finance/insurance 11%

Consulting/Other professional 
services

11%

Electronics/software/high-tech 8%

Transportation/travel/hotel 6%

Pharmaceuticals/bio tech/healthcare 7%

Telecommunications 5%

Automotive 3%

Energy/oil/gas/chemicals 5%

Consumer durables/FMCG 4%

Media & entertainment/advertising 3%

Retail 3%

Conglomerate/diversified businesses 3%

Food and restaurants 3%

Property and construction 2%

Logistics/distribution 2%

Industrial equipment 1%

Other 11%
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