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! The September survey did not
ask respondents about their
companies’ plans to postpone or
to not pursue capital invest-
ments and M&A.

The online survey was in the field
from December 5 to December 9,
2011, and received responses
from 2,299 executives represent-
ing the full range of regions,
industries, company sizes, titles,
and functional specialties. The

data are weighted by the contribu-

tion of each respondent’s nation
to global GDP to adjust for differ-
ences in response rates.

Executives’ views about the global economy and their companies’ prospects in most regions

are more positive than in September, though they are still gloomier than in June.

Executives’ expectations for corporate profit are on the rise. Fifty-six percent
expect an increase in the next six months, up from just 45 percent in September. And
although more executives are worried about low consumer demand than any other threat to
economic growth, a bigger share now also expect demand for their companies’ products or
services to increase over the next six months than they did in September. In spite of this hope
for improvement, executives do indicate that they’re hedging their bets a bit. The share
saying their companies are postponing capital investments or M&A has risen somewhat since
June,! perhaps an indication that many are waiting to see how the eurozone crisis plays out.

More broadly, executives from around the world say they are only a little more worried about
several threats to economic growth, including sovereign-debt defaults2 than they were in
September. At a global level, economic expectations aren’t very different, with larger shares
responding somewhat more negatively than positively. But there have been some notable
regional changes, mostly for the better—even among executives in the eurozone, where the
share expecting economic conditions in their countries to worsen in the next six months

has fallen to 52 percent from 57 percent in September; still, their expectations have not recov-
ered from the considerable change since June, when only 19 percent said the same.

This survey was in the field in the week leading up to the December 8—9 European Union
summit. The actual situation is fluid; at that time, 35 percent of respondents in the eurozone

expected long-term economic integration to be the likeliest outcome of the current financial
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3This question is different from
the one on the potential
future of the eurozone we asked
in June and September. In the
earlier question, we asked only
about the likelihood of the
eurozone splintering, while this
survey’s question offered
more choices based on the
current situation.

crisis, and a further 21 percent expected near-term integration. Only 15 percent of eurozone
respondents, and 28 percent of all respondents globally, expected either a near-term or long-
term breakup.3

Regional expectations shift

At a global level, perceptions of the top threats to economic growth have changed little in

the past three months. Low consumer demand still leads the list, and the shares of
respondents who selected each of the top four—demand, increased economic volatility, one or
more sovereign-debt defaults, and lack of credit—have all edged up slightly since September
(Exhibit 1).

Among respondents in the eurozone, 46 percent cite a lack of credit as a top
threat to economic growth, behind only low consumer demand.

Exhibit 1
Low demand threatens growth
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However, across regions, respondents’ expectations for the global economy (Exhibit 2) and
their national economies (Exhibit 3) have changed substantially since September.
Respondents in the eurozone have become slightly less worried. Even larger shifts have taken

Exhibit 2
Global expectations shift
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!Figures may not sum to 100%, because of rounding.
?Includes China and Latin America.

Exhibit 3
Disparate views at the regional level
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place in the views of respondents in developed Asia, far more of whom now expect stability
rather than improvement in their nations’ economies over the next six months—though they’re
more hopeful about the global economy than they were in September. Among respondents

in North America, there has been a marked swing from expecting worse to expecting better.
Overall, though, respondents are still far gloomier about their countries’ prospects

than they were in June, when nearly half expected their economies to improve in the next

six months; now, 29 percent expect improved conditions.

What about the euro?

Executives’ overall assessment of the role of the euro is positive: 44 percent of all respondents
say that since its introduction, the euro has had a positive effect on their countries’ growth#
and 54 percent say it has had a positive effect on the eurozone. Not surprisingly, those figures
are higher among respondents in the eurozone, where just over three-quarters say the euro
has had a positive effect on their countries and on the eurozone as a whole.

As for the eurozone’s future, more than half of respondents there and one-third of all

4One-third of respondents are respondents expect integration, as of the first week in December (Exhibit 4). Executives in

neutral, and 17 percent say the eurozone are far less likely to expect the zone to splinter: only 15 percent say so,

the euro has had a negative effect

on growth in their countries. compared with 28 percent of all respondents.

Exhibit 4
Europe predicts integration
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Likeliest eurozone outcomes to result from European financial crisis
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Exhibit 5
Higher hopes for demand and profits

% of respondents’ M Dec 2011, n = 2,139

) W Sept 2011, n = 1,224
Expected change in 6 months

Customer demand Profits

37 56
41 18
Stay the sarmo. e e 22
20 22
Decrease 21 - 26

'Respondents who answered “don’t know” are not shown.

More hope for companies

Executives’ expectations for customer demand and profits have risen markedly (Exhibit 5).
Notably, while executives in the eurozone are less positive than those elsewhere, even they are
more positive now than they were in September. It is important to note that these figures

are still far below the share of positive responses in June, when, for example, 63 percent of
respondents globally expected profits to rise.

Executives’ views on their companies’ current willingness to make capital investments

5 However, slim majorities

continue to move forward: 53 or deals are also slightly dampened compared with June: 33 percent say their companies are
percent say their companies postponing investments, and 24 percent say the same about M&A, compared with

aren’t postponing investments . . L.

(14 percent don’t know), and 28 percent and 19 percent in June, respectively.5 Notably, the figures are similar among

52 pe,:centts'dy _the‘é “Oln‘p"“‘es executives in the eurozone, where 33 percent say they’re postponing investments and
aren’t postponing deals

(24 percent don’t know). 27 percent say they’re postponing deals. O
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