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Welcome to the
latest edition of the

Deloitte/SEB CFO
Survey!

We are excited to present the spring 2014 results of the Deloitte/SEB CFO Survey and
hope you find our accompanying analysis both stimulating and valuable. Please send
us all feedback together with any suggestions for improvement to help us ensure the
Deloitte/SEB CFO Survey remains an essential resource for your daily work.

Tom Pernodd Johan Lindgren
Partner Credit Strategist
Financial Advisory, Deloitte Credit Strategy, Trading Strategy, SEB

tpernodd@deloitte.se johan.y.lindgren@seb.se



Lower unemployment as growth

exceeds trend in 2014

Swedish GDP accelerated in the final quarter last year confirming the upturn signalled

by forward looking indicators. The Deloitte/SEB indicator increased to 56.2 in February

2014, its highest level since May 2011. However, despite improvements in the domestic

economy, for example in terms of employment and consumer confidence, export perfor-
mance remains sluggish. SEB forecasts GDP growth of 2.7 per cent in 2014 and 3.2 per

cent in 2015.
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The Swedish CFO index for February 2014 is 56.2, which reflects positive expectations. The index is based on four components;
business climate, financial position, willingness to lend and counterparty default risk. The four component indices increased in

February 2014 to 50.8, 58.5, 66.7 and 48.9, respectively.

Despite rising sentiment indicators since the first

half of 2013, industrial production and merchandise
exports have remained weak. This may be due to the
unusual combination of a strong krona and poor
global demand, making it difficult for manufacturers
to keep pace with international expansion. However,
surveys from the NIER and Statistics Sweden show
that manufacturing capacity utilisation has increased.
Also, the Deloitte/SEB indicator has continued to trend
higher. Further, manufacturers plan relatively expan-
sionary capital spending this year. We believe special
circumstances explain why official export and produc-
tion figures for the second half of 2013 exaggerate the
underlying weakness, a view supported by the slight
improvement in exports reported at the beginning of
this year. SEB expects total exports to increase by 3.5
per cent in 2014 and 6 per cent in 2015.

With demand picking up, capital spending is very likely
to begin rising again, an assessment corroborated by
the latest Statistics Sweden survey. There are also many
indications that the upturn in residential construction
will continue this year. Residential investments are ex-
pected to increase by around 20 per cent both in 2014

and 2015, contributing approximately half a percent-
age point annually to total GDP growth. At the same
time, it is difficult to see how a substantial rise in new
construction of owner-occupied housing can be con-
sistent with the Riksbank’s aim to prevent increases in
household debt. Overall the Deloitte/SEB CFO survey
comes to the same conclusion; business conditions are
regarded as either average or favourable; more compa-
nies plan to raise investments (three times more intend
to increase than decrease spending); and almost 50 per
cent of firms expect to boost capacity utilisation.

The survey continues to show that companies regard
their financial positions and banks” willingness to lend
as positive. As before, the two sub-indices have the
highest readings of the index’s four components. In
particular, the Financial Conditions Index increased
to 58.5 in February from 56.4 last September, while
the Lending Willingness Index rose to 66.7 from 63.1.
Some 90 per cent of companies see lending attitudes
as either favourable or very favourable which, together
with improvements in cash flow, supports higher
investments. At the same time however, firms also say
they prefer to use surplus cash to pay down debt or
invest strategically overseas.



Financial position
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There are relatively clear signals that consumption is
set to accelerate. Consumer confidence has trended
upward since mid-2013 and is now above its historical
average, despite a setback at the beginning of this year.
An increasingly strong labour market, together with
rapidly rising wealth and incomes, suggests that the
upturn will continue this year. Retail sales of cyclically
sensitive durable goods, in particular, are now growing
faster than at any time since 2011. Tax cuts equivalent
to nearly 1 per cent of income and rising real wages

are producing relatively large increases in income. SEB
forecasts that consumption will rise by 3 per cent both
in 2014 and 2015, while the current historically very
high household savings ratio will decrease slightly. The
risk of weaker consumption growth remains linked to a
fall in house prices. Although the downturn in prices in
Norway has increased uncertainty, SEB expects Swed-
ish house prices to increase by around five per cent this
year before stabilising in 2015.

Job creation has continued to exceed expectations,
though sharply rising labour supply has helped pre-
vented falls in unemployment. Labour supply is being
driven both by strong population growth and rising
labour force participation. However, there are many
signs that unemployment will begin to fall early this
year, due to a combination of stronger job growth and
slower expansion in the labour force. According to the
NIER’s Business Tendency Survey, hiring plans have
become increasingly bullish over the past 5-6 months.
Due to rapid population growth, labour supply looks
set to continue rising rapidly. SEB expects unemploy-
ment to fall to 7.6 per cent at the end of 2014 and to
6.8 per cent at the end of 2015. Risks of increased wage
pressure over the next couple of years are small. Signifi-
cantly, even the lowest unemployment rate in the past
20 years (around 5.7 per cent) had no significant effect
on inflation.

Price pressures have remained very low, with CPIF
inflation (CPI excluding interest rates) below 1 per

cent and CPI close to zero. Further, the combination

of historically small collective pay agreements for the
next 2-3 years and weak international price pressure
indicates continued low inflation in 2014-2015. While
decreasing downward pressure from previous krona ap-
preciation and slightly higher pay rises suggest inflation
will increase slightly during the second half of 2014,
SEB expects CPIF to remain well below the RiksbanK’s
target throughout our forecast period. It also forecasts
that CPI inflation will rise above 2 per cent during
2015, as expected Riksbank key interest rate hikes
inflate mortgage interest costs. The main risk of higher

inflation is that a stronger global economy will result

in higher prices for energy and other commodities.
With wages and salaries likely to increase at rates well
below the historical average for the next couple of years,
and with trends clearly exerting downward pressure

on many commodities a key factor for CPI, downside
inflation risks dominate both in 2014 and 2015.

Business conditions
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Stronger economic growth and falling unemployment
suggest that December’s key interest rate cut was the
last in this cycle, although we still see a 35 per cent
probability of a further reduction. We assume that
continued low inflation and poor resource utilisation
will delay key rate hikes until spring 2015 and that the
Riksbank will hike twice, bringing the repo rate up to
1.25 per cent at the end of 2015.

The minutes of the central bank’s last monetary policy
meeting (December 2013) indicate a paradigm shift,
with long-term low inflation becoming the centre of
attention at the expense of financial stability. We expect
low inflation to remain in focus. This implies that the
central bank will continue to signal a downside risk to
its repo rate forecast during most of this year. It is also
likely that one or more board members will argue in
favour of more interest rate cuts and eventually dissent
from a decision to leave the key rate unchanged.

The krona has strengthened by around 3 per cent in
trade-weighted terms since the Riksbank cut its key rate
on December 17. With the EUR/SEK exchange rate ap-
preciating rapidly from 9.10 to 8.80, there is a risk that
Swedish inflation will prove lower than estimated in
coming months, provoking expectations of further rate
cuts and causing foreign investors to sell SEK.
However, as SEB’s main scenario is that CPIF will
bottom out and the Riksbank will leave its key rate un-
changed, it expects the krona to benefit from relatively
strong economic conditions. In addition, increasing
expectations about new ECB measures will exert gen-
eral downward pressure on the euro against most other
currencies. The krona should benefit from rising global
growth. We therefore reiterate our forecast EUR/SEK
rate of 8.50 at the end of 2014, and raise our estimate
slightly to 8.40 at the end of next year. We project a
USD/SEK rate of 6.64 at the end of this year and 6.72 at
the end of 2015.



Hot topic - Impact of emerging
market concerns

While most CFOs fully share current market concerns over developments in emerging mar-
kets, they still plan to raise investments and expect capacity utilisation to improve over the
next six months. Although the increase will occur from an abnormally low level, it never-

theless indicates greater self-confidence and better prospects going forward.
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A very high proportion of CFOs surveyed say they
regard emerging market concerns as justified. For
some time, unease has resulted in low investments.
The current Russian-Ukrainian crisis, countries to
which several Swedish companies are significantly
exposed, further illustrates the serious and less easily
foreseen risks involved. In view of current concerns
over developments in emerging markets, we asked
CFOs for their views on investments and production
capacity over the next 12 months.

The CFOs surveyed answer this question consistently
with their replies to the last. They emphasise that
companies are preparing to raise output, not at some
indefinite point in the future but within the next 12
months. This is clearly a positive development, sug-
gesting increased momentum and a further improve-
ment in market sentiment.
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Approximately 60 per cent of CFOs questioned
replied that they expect no change in their company’s
investment plans for plant and personnel over the next
12 months, while around 30 per cent believe they will
increase spending. This is interesting, given the large
production deficit in recent years. More investments
in plant and personnel imply greater production and
higher output going forward, as well as a higher infla-
tion rate and increased interest rates.
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Business conditions and outlook

Overall, CFOs are increasingly positive towards current and prospective business condi-

tions. Most companies are generally optimistic on the prospects for the rest of this year.

Respondents regard their financial positions as favourable, while most expect to improve

their operating cash flows.

Since our last update in September, business condi-
tions have continued to improve, according to CFOs
surveyed. Today, approximately 40 per cent of CFOs
(an increase of 10 percentage points compared to last
September) regard business conditions during the
next six months as “favourable”. Probably, the increase
is attributable to a more positive attitude among those
who regarded them as only “average” last fall. This de-
velopment may correlate very closely with surprisingly
positive Q4 GDP data reported in February.
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The overall financial position of companies has
improved, with just over 55 per cent (an increase of
10 percentage points since last September) of CFOs
surveyed regarding their position as “favourable”
While a limited number of CFOs (amounting to only
a few per cent) believe the financial position of their
company has worsened, on average companies now
see a brighter financial future than last September.
This view may reflect the general stabilisation of the
European financial environment, as well as persistent-
ly low interest rates. CFOs surveyed have expressed
increasing concern over interest rates going forward.
Altogether, we conclude that companies are financially
sound and the outlook increasingly positive. This is a
key finding of our survey.
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Swedish CFOs retain positive cash flow expectations
for the next 12 months, although they are not as
wholly optimistic as they were in our survey last fall.
Today, some 51 per cent of respondents expect cash
flow to increase, signaling a still very positive outlook.
However, following higher operating cash flows in
recent quarters, it is hardly surprising companies
forecast a more stable development going forward.

A total of 15 per cent of CFOs believe operating cash
flows will decline, which is surprisingly high given the
current overall positive outlook.



Prospects and concerns

As in our previous surveys, demand remains the greatest concern for Swedish CFOs.

However, they are becoming more worried about the threat of rising interest rates follow-

ing the recent prolonged period during which they have remained low. Respondents are

increasingly concerned about the cost and availability of skilled labour, a development

that usually signals improving market conditions. Positively, CFOs are more confident of

increased employment in Sweden and abroad.

As in previous surveys, demand is the greatest con-
cern for CFOs. However, we see increasing worries
over interest rates, suggesting that higher interest

rates are of real concern. Given the low interest rate
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environment over the past few years, CFOs may think
rates may slowly return to pre-crisis levels, although
this view is inconsistent with near-term consensus
central bank rate forecasts. It is certainly unlikely to
occur this year. Swedish, German and US govern-
ment yields are however projected to rise during 2014.
Exchange rates are also a growing problem, as are
increased labour costs. Other factors (probably com-
pany or sector specific problems) are also of growing
concern.
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The percentage of CFOs believing their workforce

in Sweden will remain unchanged over the next six
months has increased slightly to just over 60 per cent,
while the share of respondents that think they will fall
has declined by approximately 10 percentage points.
Probably, the change reflects a larger proportion of
CFOs that expect the workforce to increase, a view
endorsed by 20 per cent of respondents. Nearly 40 per
cent also stated they expected employment abroad to
increase.

(median estimate)

The median EUR/SEK budget rate is 8.7, representing
the average (or median) of the SEB 2014 forecast. This
is significant as CFOs polled in previous surveys have
tended to overestimate the actual EUR/SEK rate, and
the speed at which the krona has appreciated. This
probably caused several companies to suffer in previ-
ous periods. Now, CFOs have apparently prepared
their budgets based on the forecast, which implies that
they are seeking to minimise the possibility of incur-
ring currency related losses.



Financing

The attitude of financial institutions to lending has continued to improve since our sur-

vey last September to stand at new record highs, strongly signaling increased confidence

and financial stability. Currently, such institutions appear more focused on growth, than

on balancing restrictions and new regulations on lending.

Also the perceived lending attitude towards compa-
nies surveyed has improved. Almost 90 per cent of
CFOs regard the lending attitude of financial institu-
tions toward their company as “favourable” or “very
favourable”, compared with around 75 per cent last
September. Probably, this also reflects the fact that
interest rates are lower now than in September.
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In our last survey, there was little difference between
present and historical values. Also currently, the per-
ceived probability of counterparties defaulting in the
next six months is thought slightly positive. Some 13
per cent of CFOs surveyed believe default will become
less likely, with 87 per cent saying the risk will remain
unchanged. We regard the overall positive sentiment
shown by the survey as a sign of stability and recovery,
with almost no outright concerns expressed regarding
defaults by counterparties.
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Most CFOs believe financial risk on their balance
sheets has continued to decrease over the last 12
months. Respondents report an ongoing improvement
in conditions affecting their exposure to financial risk.
Overall, sentiment has become increasingly positive
since our fall survey. Most companies are seen as
financially stable, while market conditions have gener-
ally improved.



Strategic opportunities

Responses received confirm expectations of increased Me&A activity. We see a further

recovery in such transactions over the next 12 months, with several large deals occurring

at the start of this year. CFOs with current cash surpluses still prefer to make strategic

investments and to pay down debt, confirming a slightly more positive view of future

prospects.

Changes since last September are less dramatic than
those that have occurred since last spring. During the
Q4 reporting season, companies were more interested
in paying dividends to shareholders, as forecast in
our last survey. Now, following the announcement

of generous 2013 dividends, firms have refocused
elsewhere, preferring instead to pay down debt, with
nearly 40 per cent of CFOs ranking it their top prior-
ity. Significantly, some 35 per cent of CFOs would
prefer to invest strategically abroad, with 8 per cent
choosing overseas financial investments, an increase
of 4 percentage points since the last survey.
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Interestingly, CFOs now regard Swedish compa-
nies as slightly overvalued, an appreciable change
compared to the fall survey. The OMX Stockholm 30
Index surged to record highs at the beginning of this
year, both by index value and price to earnings ratio.
However, with low interest rates and abundant market
capital, the stock market may develop more positively
than fundamentals indicate. Dividends and yields
remain at reasonable levels.
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M&A activity has continued to increase in recent
quarters with further improvements expected.
Respondents are even more optimistic concern-

ing numbers of M&A transactions compared to the
fall survey. Some 68 per cent of CFOs now forecast
increased activity. While M&A volumes remain well
below historical levels, based on current develop-
ments, more companies are actively screening the
market for potential acquisitions. We therefore still
expect more transactions over the next 12 months, a
view supported by respondents’ increasing interest in
strategic investments and their positive view concern-
ing the lending attitudes of financial institutions.
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An international outlook
Easing uncertainty improves

optimism

The most recent Deloitte CFO surveys in the UK/
Europe, North America, and Asia Pacific (conducted
in Q4 2013) included the following findings:

Across much of Europe, positive sentiment con-
cerning local economies and business prospects has
become more certain this quarter, while uncertainty
has eased considerably.

Some 80 per cent of Swiss CFOs are optimistic
about their country's economic outlook, the highest
share since March 2011.

An overwhelming 96 per cent of Irish CFOs believe
their economy has either returned to growth al-
ready or will do so in 2014.

Dutch CFOs are more optimistic about their pros-
pects than they have been since Q4 2010.

In the UK, a record 57 per cent of CFOs say this is a
good time to take risk onto the balance sheet, with
business optimism higher than at any time in the
last three-and-a-half years.

The largest UK companies regard financing condi-
tions as benign, as shown by the low cost and high
availability of credit. In addition, CFOs expect all
forms of capital raising - issues of bonds and equity,
and bank borrowing - to increase in 2014.

In Belgium, credit availability continued to increase
in Q4 2013, and is still thought cheap by the average
CFO.

UK CFOs also place greater emphasis on capital
spending, with 88 per cent expecting M&A activity
to increase over the next 12 months. The Corporate
Expansion Index has reverted to levels last seen in
early 2011, when the UK looked set for sustained
recovery.

Dutch CFOs are still positive towards the M&A
market. Meanwhile, they regard the private equity
market bullishly, posting their most optimistic
score (86 per cent) since Q1 2011. Some 92 per
cent of CFOs expect the corporate M&A market to
improve over the next 12 months.

CFOs in North America were generally optimistic
in 2013, with strong Q4 results bringing the year
to a positive end. Some 54 per cent believe their
companies’ prospects are improving (up from 42
per cent last quarter), while 21 per cent are more
pessimistic, down from 24 per cent.

While 82 per cent of CFOs expect increased sales,
on average they expect a rise of only 4.1 per cent
this year, the slowest rate since Q2 2010

Nevertheless, some 55 per cent of CFOs expect the
economy to be stronger in a year, while only 7 per
cent think it will be worse (up from 2 per cent).

Monetary policy concerns have escalated, with
more CFOs expressing worries over the effects of
"quantitative easing" and its eventual wind-down.

Some 17 per cent of CFOs say their boards have
faced pressure to return cash, while the same pro-
portion of respondents state they are concerned by
the actions of activist investors.

Capital spending growth expectations fell sharply
to just 4.9 per cent during the third quarter of last
year, before recovering to 6.4 per cent in Q4 2013.
Still, this is well below the survey average of 8.6 per
cent (though manufacturing is relatively positive at
8.4 per cent).

CFOs in Asia Pacific are cautiously optimistic this
quarter.

Overall, 44 per cent of respondents in Southeast
Asia say they were more optimistic in Q4 2013 than
in the previous quarter. However, public companies
are slightly more pessimistic, due to various macro-
economic factors including financial and economic
uncertainty.

Almost 60 per cent of Indian CFOs consider a
slowdown in the domestic economy as an economic
concern, followed by rupee depreciation and vola-
tility.

In Australia, CFOs regard issuing equity as far less
attractive than the previous quarter. Meanwhile, 44
per cent of respondents see credit as either slightly
or very cheap (compared to 42 per cent in Q3),
while 78 per cent describe credit as moderately or
easily available (up from 76 per cent in Q3).

In Southeast Asia, CFOs are currently much more
involved in risk management practices than 12
months ago. Due to changes in external and inter-
nal environments faced by companies, some 72 per
cent of CFOs polled say they are more engaged in
risk management than they were a year ago, while
only 6 per cent claim to be less involved.

The outlook for Australian M&A activity has
improved significantly since respondents were last
polled. At the end of last year, some 30 per cent of
CFOs said their companies had more important
matters to address than M&A activity.
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The CFOs who responded represent a selection of the 200 largest companies in Sweden across industries.
The survey was carried out as a web-based questionnaire in February 2014. Given the broad range of indus-
tries and organisations that responded, the trends observed and conclusions made are considered represen-
tative of the wider Swedish CFO community.

SEB

SEB is a leading Nordic financial services group. As a relationship bank, SEB in Sweden and the Baltic countries offers financial advice and
a wide range of other financial services. In Denmark, Finland, Norway and Germany the bank's operations have a strong focus on corporate
and investment banking based on a full-service offering to corporate and institutional clients. The international nature of SEB's business is
reflected in its presence in some 20 countries worldwide. On December 31, 2013, the Group's total assets amounted to SEK 2,485 billion
while its assets under management totalled SEK 1,475 billion. The Group has about 16,000 employees. Read more about SEB at

www.sebgroup.com.
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