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* Country Analysis Briefs,
Libya, February 2011, US Energy
Information Administration,
www.eia.doe.gov/EMEU/cabs/
Libya.pdf.pdf.

2The online survey received
responses from 1,567 executives
representing the full range
of regions, industries, functional
specialties, tenures, and
company sizes.
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Results of a survey concluded just before Japan’s natural disaster and the UN sanctions on
Libya show that executives’ economic expectations weren’'t much dampened by the initial
round of political turmoil in the Middle East, although commodity prices and inflation became

of greater concern.

Our most recent survey of economic conditions was in the field from March 7 to
March 11, 2011, a week when Libya, which has the largest oil reserves in Africa,! fell into near
civil war and oil prices fluctuated. The earthquake and tsunami in Japan, given their

timing, did not have a meaningful effect on results.

Accordingly, executives are far more concerned about the effects of inflation and high
commodity prices than they were in December. Yet their overall expectations for their nations’
economies and for their own companies’ prospects have changed little from three months

ago, when they were slightly more positive than not.2 Low consumer demand remains a concern
but a much less urgent one. Also at the national level, less than 20 percent of respondents
expect unemployment in their countries to increase in the next six months.

That’s consistent with the expectation of the vast majority of respondents that their companies’
workforces will remain the same size or increase during this period. Among those who report
that their companies are hiring right now, more say they can find all the people they need than
those who say they can’t, and only 20 percent of respondents say their companies aren’t

hiring at all. More broadly, executives’ expectations for their companies’ results are positive
and flat overall since December, and nearly half expect to increase capital expenditures

in the next six months.

Nationally, new barriers and emerging sources of growth

Executives are slightly more positive about their countries’ current economic condition than
they were six months ago (Exhibit 1). Their expectations looking ahead six months are slightly,
but not significantly, lower.
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Exhibit 1
A mixed outlook

% of respondents!

B Substantially better M Moderately better [ The same [ Moderately worse Substantially worse
How are current economic How do you expect your country’s
conditions in your country compared economy to be 6 months from now?
with 6 months ago?
Mar 2011, T S 3 6] 46 | 31 | 3
Maly-UR 7 52 " 25 | 14 | EEN
Dec 2010, 43 | 31 | [ 48 | 31 | 2
RSP 10 13 [ -

1Figures may not sum to 100%, because of rounding.

Exhibit 2
Changes in the risk landscape
% of respondents

The biggest barriers or risks to economic growth in your country
over the next 12 months, top 5 most frequently chosen

Mar 2011, Dec 2010, Rank in Dec 2010
n=1567 n=2,076 survey (out of
17 answer choices)
High commodity prices I 32 e 16 8
Geopolitical instability’ [ 30 N/A N/A
Inflation I 0 I 16 9
Low customer demand 2t [ 33 1
Government regulation 19 I o 2

In the December 2010 survey, “geopolitical instability” was not included as an answer choice.

What is most notable is the shift in what executives see as barriers to economic growth,

with high commodity prices and inflation being cited far more frequently than they were in
December (Exhibit 2). In tandem with those new concerns, more than two-thirds of all
respondents expect oil prices to rise—not surprising given the fighting and political instability
in Libya, one of Africa’s biggest oil producers. Seventy-four percent of respondents expect
arise in inflation, compared with 65 percent in December.
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3 Note, however, that respondents
at companies with more than
$1 billion in annual revenue are
likelier, at 75 percent, than
those at smaller companies, at
52 percent, to expect any
revenue from emerging markets.
Also, 40 percent of respondents
at companies headquartered
in North America say they expect
no emerging-market revenue.

4Respondents were asked to rank
four global scenarios and their
likelihood of occurring over the
next ten years. The largest
share of executives (44 percent)
ranked a developed-world
slowdown and sustained robust
growth in emerging markets
as most likely to happen. The
other three scenarios were: solid
growth trajectories in both
developed and emerging markets,
an emerging-market slowdown
coupled with developed-world
recovery and growth, and stalled
growth in both the developed
and emerging markets.

5The share of respondents in
financial services who say so is
49 percent.
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Over the next six months, executives in India are the most positive about their country’s
economic prospects, with 71 percent expecting improved conditions, and about the global
economy, with 64 percent expecting improvement. By comparison, just 53 percent of all
respondents expect the global economy to improve. In other emerging markets, the views of
executives are closer to the global average on both points.

Nonetheless, the overall positive view of executives in emerging markets is consistent with the
finding that many respondents in all regions, including developed economies, expect emerging
markets to be the source of significant revenue for their companies in the next six months
(Exhibit 3).3 And in the much longer term, over the next ten years, a majority of all respondents
expect the most economic growth to come from emerging markets, particularly China

and India.4

Companies inch toward investment

A majority of respondents in all regions and all industries except financial services5 say their
companies need the same number of employees as they did before the recession. In

addition, 34 percent of respondents expect unemployment to decrease in their countries over
the next six months; 48 percent of North Americans say so. Despite all this, executives’
expectations that their own companies will hire haven’t shifted since December. There is,

Exhibit 3
Emerging-market push

% of respondents,! by company headquarters

What share of your company’s revenue in the first half of 2011 will come from emerging markets?

Region
Asia-Pacific,2 Europe, North America,
n=136 n =464 n =491
More than 50% o B 10 [ 5]
Between 25 and 50% 2 15 10
Up to 25% I 55 LK I 35
None . 18 . a3 [ 40

!Respondents who answered “don’t know” are not shown.
2Does not include respondents whose companies are headquartered in China.
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Exhibit 4
More workforce growth in India

% of respondents,' by office I Mar 2011, n = 1,450
B Dec 2010, n = 2,076
Changes expected in company workforce size over the next 6 months

Region
India, n = 161 North Developing Asia-Pacific, Europe,
America, markets,? n =161 n =486
n =408 n=234
Increase S EEEE 57 N2 N3 . 37 - 36
Sray ihe 2 s s BN EEEN s N 2
Decrease 112 16 Bo W4 l4 M 19

1Respondents who answered “don’t know” are not shown.
2Includes respondents in China and Latin America.

however, some geographic variation: respondents in India are the most likely to expect an
increase in workforce size (Exhibit 4).

Among those who say their companies are hiring right now, more say they can find all the
employees they need than not. Nonetheless, a full third say they can’t—a difficulty expressed
6 Australia, Hong Kong, Japan, by more than half of those in the developed countries of Asia.® Managers and technical
New Zealand, the Philippines, staff (such as engineers or medical staff) are the most difficult employees to find, according to

Singapore, South Korea,
and Taiwan. respondents in all regions.
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Exhibit 5

Demand and profits hold steady

% of respondents

Increase

No change

Decrease

Don’t know

Expected change during the first half of 2011

[ Mar 2011, n = 1,450
M Dec 2010, n = 1,924

Customer demand for your
company’s products/services

—
55

Your company’s profits

—
68

16
15

14
11

I5
6

Executives’ expectations on consumer demand and corporate profits haven’t shifted

meaningfully over the past three months (Exhibit 5). However, slightly fewer respondents say

their companies are currently postponing either capital investments or mergers: 29 percent

compared with 32 percent in December for capital investments, and a more striking 19 percent

compared with 25 percent for mergers. Only 9 percent of respondents expect a decrease

in their companies’ capital expenditures over the next six months, while 45 percent expect

an increase. O
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