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Australian and international CEOs are operating

in a rapidly evolving business environment, with
geopolitical, demographic, economic and technological
upheavals driving them to think in new ways about
how to lead and grow their organisations.

The KPMG 2018 Global CEO Outlook offers valuable
insight into the mindset of approximately 1300 global
business leaders. It reveals they have a sense of
cautious optimism, are determined digital crusaders,
and see a return to protectionism as a potential threat
to business, among other key findings.

This survey summary looks much more closely at the
responses made by Australian CEOs, while offering
comparisons with their global peers.
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The past year has seen cautious optimism prevail
among Australian CEOs about their companies’
prospects, but also recognition of emerging
challenges, including disruptive technologies,
cyber risk, environmental issues and a potential
return to protectionism.

Local CEOs have been focused on technological
disruption, with 86 percent describing themselves
as ‘overwhelmed’ by the time needed to deal

with such disruption, and 70 percent struggling

to cope with the pace of change. However, while
conceding the considerable challenges involved

in keeping up, 96 percent still view it as an
opportunity for growth.

In line with this technology focus, there is also

a notable emphasis on artificial intelligence (Al)
this year. Close to half of Australian organisations
are piloting Al in a number of processes, while
52 percent of CEOs have begun to implement

Al for specific processes. Most CEOs believe

Al will create more jobs than it will eliminate over
the next 3 years. This finding is a noteworthy
riposte to the frequent alarmist commentary

on the effect of robotics on employment patterns
of the future.

CEOs in Australia are feeling confident about the
customer compared to their international peers
—with 68 percent confident that they are meeting
and possibly exceeding expectations, compared
to 26 percent internationally.

Technology is also central to the business
strategies of most CEOs. Specifically, the
top three planned actions for CEOs over the
next 3 years are to partner with third-party
cloud technology providers, data providers
and innovative start-ups.

Similarly, technology is a focus for the workplace
skills most sought after by CEOs, with cyber
security specialists, data scientists and emerging
markets specialists in high-demand.

More Australian CEOs than overseas respondents
said that changing tax laws were causing problems
for their operations and business models.
Policymakers need to appreciate the importance
of a stable and competitive tax system both to
attracting inwards investment and generating
organic growth.

The natural environment is another key area of
interest with Australian business leaders, more
so than their overseas counterparts. Almost half
of Australian CEQOs identify the environment as
a threat to growth, compared to only a third of
overseas CEOs. Increasingly, CEOs believe they
must look beyond purely financial metrics to
achieve long term sustainable success.

Likely due to international geopolitical
developments over the past year, it is also
notable that a majority of CEOs identify a return
to territorialism as a concern, with more than half
pointing to the potential of this as a major risk

to their businesses.

Despite these challenges, Australian CEOs
maintain a positive view. All predict growth and
increased staff numbers over the next 3 years,
and encouragingly Australian CEOs reported
that their companies are pro-actively recruiting
the talent and skills needed rather than waiting
to see if they hit growth targets before hiring
—unlike most overseas CEQOs.

Overall, this points to a cautiously optimistic
outlook amongst CEOs.

-

CEO,
KPMG Australia
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“| would say the survey shows a mood
of ‘realistic optimism’ among Australian
CEQOs, compared to what may have been
excessively optimistic in previous years.
But it Is clear that they are trying to drive
growth against strong headwinds of
disruption, geopolitics, cyber threats
and other strategic issues.”

GaryWingrove
CEO,
KPMG Australia
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There are mixed signals on growth prospects
from Australia’'s CEOs. While 92 percent are
confident their company will expand over the
next 3 years, they expect the rate of growth

to be modest. Just under two-thirds of Australian
CEOQOs (64 percent) expect topline revenue growth
for their organisation of 2 percent or less, and
just over a quarter (28 percent) expect headcount
to increase between 2 and 5 percent.

O C DO U
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Outlook for topline revenue growth over the next 3 years

On both growth and headcount
forecasts, Australian CEOs

are slightly more cautious than
their overseas counterparts.
On growth projections, 42
percent of CEOs globally
predicted growth of between

2 -5 percent, compared to

28 percent in Australia. But a
slightly higher proportion of
Australian CEOs (4 percent)
than overseas CEOs (2 percent)
0% growth per annum || ; o, are very confident and predict
5—10 percent growth.

10% or higher per annum

5-9.99% per annum

2-4.99% per annum

64%
0.01-1.99% per annum

Negative 0.01-1.99%per annum

On headcount, the majority

Negative 2-4.99% . .
egative eper annum of CEOs both in Australia
and overseas believed staff
Negative 5-9.99%per annum numbers would increase by

less than 5 percent over the
next 3 years, but a larger
minority overseas (36 percent)
B Australia W Core said it would be between 6 - 10
percent. But again, a slightly
higher proportion of Australian
CEOs (4 percent) than global
Expected headcount change over the next 3 years (1 percent) were in the 'very
confident’ camp, predicting
an 11 — 25 percentincrease
in staff numbers.

Negative 10% or lower per annum

Increase more than 25%
Increase 11-25%
Increase 6-10%

58%
Increase less than 5% 54%

Stay the same

Decrease less than 5% | 0%

Decrease 6-10%

Decrease 11-25%

Decrease more than 25%

M Australia H Core
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Australia's CEOs are slightly
more confident than their
overseas counterparts when
it comes to growth in their
industry over the next 3 years
— 86 percent compared to

78 percent, and the global
economy — 74 percent compared
to 67 percent. Both Australian
and global CEOs are generally
confident of their country’s
prospects (74 percent) though
global CEOs had a higher
proportion of ‘very confident’
responses.

Australian CEOs continue to
look to emerging markets as
their priority for expansion. As a
result, 78 percent of Australian
business leaders are putting
developing markets at the top
of their agenda for geographical
expansion, higher than global
peers (70 percent).

Level of confidence in growth prospects for the following over the next 3 years

Company

Industry

Global economy

Country

Company

Industry

Global economy

Country

W Not at all confident

Australia
Overall not confident Overall confident
- 92%
8% 70% 22%
- 86 %
14% 54% 32%
4% 74%
4% 22% 44% 30%
6% 74%
6% 20% 54% 20%
Overall not confident Core Overall confident
0% 90%
9% 37% 53%
0% 78%
22% 44% 34%
4% 67%
4% 28% 45% 23%
4% 74%
4% 22% 32% 41%
B Not very confident Il Neutral W Confident B Very confident

Priority for geographical expansion over the next 3 years

Emerging markets

Developed markets

Not applicable
— we do not plan to enter
any new country markets

70%

14%

28%

8%

| B2

M Australia [ Core

78%
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Developed markets prioritised for expansion over the next 3 years When it comes to emerging
markets, Asia-Pacific is the
43% 43% . focus for most Australian
23% I § 6% CEOs (36 percent), followed
I 14% 17% by Eastern Europe (33 percent),
. Central/South America (21
percent), Middle East (5
Europe North America Asia-Pacific Australasia percent) and Africa (5 percent).

The emerging markets of Asia-
Pacific and Eastern Europe
are relatively more important
to Australian organisations
than to equivalent overseas
organisations.

B Australia M Core

Emerging markets prioritised for expansion over the next 3 years

36% 33% 33%
24% 21 %
14% 16% 13%
- 5% 5%
| |
Asia-Pacific Eastern Europe Central/ Middle East Africa

South America

M Australia [ Core

The top threat to growth, according to Australian CEOs, is emerging technology
risk, with 58 percent seeing it as a major concern, compared to just 35 percent
internationally. The second perceived threat is a return to territorialism at

54 percent (overseas at 55 percent), and environmental risk at 48 percent
(notably higher than global peers at 33 percent).

Risks posing the greatest threat to the organisation’s growth (ranked 1/2/3)

58%

0, 55%
g0 48%
35% 33% 35% 33%
28% 26% 24% 24% 209
0
I 15% 18/"I 18% 149 14% i
8%
4% 5%
. . [ | = .
Emerging/ Return to  Environmental/ Reputatlonal/ Cyber Regulatory Interest Supply Operational  Talent Tax risk Other
disruptive  territorialism climate brand risk security risk rate risk chain risk risk
technology change risk risk risk
risk

W Australia | Core

e | o | oae | 4% |- | e% | e | 2% | we | - | - | -
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Meeting the challenges of today's digital
world has become the personal mission of
CEQOs. More than two-thirds (68 percent) say
that they are personally prepared to lead their
organisation through radical transformation.

) (

However, while assured of their own abilities,
many are less certain about the wider
management team, with 30 percent not
confident that the existing leadership is
equipped to oversee radical transformation.
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This digital imperative is also putting Australian CEOs under more pressure.

A significant majority of Australian business leaders (86 percent) describe
themselves as ‘overwhelmed' by digital transformation projects underway at their
organisations. A large proportion (70 percent) say they are struggling to keep pace
with the rate of technological innovation.

2018 Global CEO Outlook

Extent to which CEOs agree or disagree with statements about disruption

within their industry

Australia Core
Overall disagree Overall agree Overall disagree Overall agree
0 0 0 0
My organisation is struggling to keep pace 4% 70% 35% 36%
with the rate of technological innovation in 26% 56% 14% 15% 20% 29% 28% 8%
our sector 49,
) ) ) - 96% 1% 95%
We see technological dlsrup_tlon as more of 48% 48% 4% 45% 50%
an opportunity than a threat
4% 1%
) } - 90% 29% 65%
Fast-advancing technology is not the only g 64% 26% 10%| 19% 6% 39% 26%
significant disruption my business faces
The lead times to achieve significant 2% 86% 30% 65%
progress on transformation often seem 12% 58% 28% 9% 21% 5% 37% 28%
overwhelming 9o
Rather than waiting to be disrupted by 20% 32% 21% 54%
competitors, my organisation is actively 20% 48% 26% 6% 20% 26% 31% 22%
disrupting the sector in which we operate
M Strongly disagree M Disagree B Neither agree nor disagree M Agree B Strongly agree

Despite the challenges, Australian
CEOs are nearly unanimous

in their views on the benefits

of technological disruption. An
overwhelming 96 percent view it as
more of an opportunity than a threat,
irrespective of the significant hurdles.

They are less confident, however,
about the ability of their organisations
to calculate ROl on robotic

process automation, with just

60 percent saying it possesses

this ability. Australian CEOs rate
themselves higher on this point than
internationally (47 percent).

When it comes to ROl on digital
transformation, many Australian
CEOs expect to see a return within
12 months (32 percent). A further
58 percent expect returns within

1 -3 years. The horizons for Al

and robotic process automation,

by contrast, are expected to be
longer, split between 1 -3 year

and 3 - 5 year windows respectively.

CEOs are also confident that these
benefits are measurable. A majority
believe that their organisations
have a strong understanding of
how to measure ROI from digital
transformation (90 percent). They
feel the same about Al systems

(84 percent).

“The days when a digital strategy was simply a new
channel to market or the purview of a small team
of specialised zealots are long gone. CEOs are well
aware that disruptive technologies are permanently
reshaping industries, business and operating models.
Digital is now at the heart of business strategy.
Winners in the future will navigate the dynamic and
disruptive landscape of emerging technology to
embrace the opportunity to transform their whole
enterprise. A CEO should ask, ‘Is our business
moving faster than our customers and competitors?’

Margaret Cowle
Partner-In-Charge, Global Strategy Group
KPMG
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10 2018 Global CEO Outlook

Extent to which the organisation understands how to calculate expected ROI
from these technology investments

Australia Core
Overall strong understanding Overall strong understanding
90% 79%
My firm's overall digital transformation 6% 44% 46% 11% 10% 24% 35%
program
4%
6% 84 %

My firm's artificial intelligence systems 10%

6%

My firm's robotic process automation - 14% 38% 8% 11% 30%

Il Not applicable M Very poor understanding [ Poor understanding Il Neither poor understanding nor strong understanding

M Strong understanding M Very strong understanding

“Measuring ROl on digital transformation is a challenge
for many organisations, particularly in the short term.
Many business cases are still predicated on the
assumption that digital channels are inexpensive to
build and there will be a significant and rapid uptake
in adoption by customers of digital services. This rarely
happens as planned. The shift takes much longer and
the investments required to build persistent change
deep into the operating model are usually greater
than expected.”

Guy Holland
Partner-in-Charge of Digital Consulting,
KPMG
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A majority of Australian business compared with 43 percent of peer
leaders also believe technology countries. Almost half of CEOs also
investment has a short-term bias. think their boards have unreasonable
In fact, 70 percent of Australian ROl expectations related to digital

CEOs agree that digital transformation  transformation.
is not focused on a long-term plan,

Extent to which CEOs agree or disagree with statements about their
organisation’s investment in digital transformation

Australia Core
Overall disagree Overall agree Overall disagree Overall agree
Most of our technology investment is 4% 70% 4% 70%
tactical, to solve today's business o o o o o

challenges, rather than strategic 26% 64% 6% 16% 25% 18% 297 13%
investment focused on a long-term plan 4%
o

12% 46%  27% 51%

My company's board of directors has an
unreasonable expectation for a return on 10% 42% 34% 12% 10% 17%  22% 26% 25%
investment related to digital transformation

. 10% 58%  32% 30%
We are struggling to run parallel processes

to transform the digital and non-digital 10% 32% 22% 36% 7% 24% 38% 16% 14%
aspects of the business

We have suffered significant financial losses
in the past by occasionally investing in the 8% 56% 32% 13%  23% 38% 24%
wrong emerging technologies

l Strongly disagree M Disagree B Neither agree not disagree Il Agree [l Strongly agree

“CEOQOs are being measured on their ability to deliver against
a transformation agenda. Business as usual is no longer
good enough, leaders are expected to drive change whilst
keeping core operations running effectively. Capacity and
capability to drive and deliver against this agenda is key
to success. This is one of the major challenges facing
many of the leaders interviewed.”

Daniel Houseman
Partner-in-Charge of Transformation,
KPMG
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There was a notable focus on Al in this year's
survey, which found that just under half (44
percent) of Australian CEOs said their companies
were piloting Al in a small number of processes,
while about half (52 percent) have begun limited
implementation for specific processes.

=
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Most likely impact of artificial intelligence and robotics technologies Based on this experience,

on the organisation over the next 3 years 64 percent of Australian CEOs
believe that more jobs will be
created than eliminated as more
Al and robotic technology is
implemented in their companies.

Australia Core

M It will create more jobs than it eliminates
M It will eliminate more jobs than it creates

Application of artificial intelligence in the automation
of the organisation’s processes

0
We have not implemented I 2%

any Al in the organisation
| 1%

44%

We are piloting/trialing Al in just a small

number of processes
36%

We have begun a limited implementation 52%

of Al for some specific processes
51%

I 2%
automate some of our processes
12%

We have already implemented Al to

M Australia H Core
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In addition to job creation, CEOs see Australian CEOs are more positive
other key benefits to greater integration  about the contribution of Al both to
of Al. Among these, 50 percent organisational agility (33 percent) and
believe that it increases the agility of on customer experience (40 percent)
organisations, while 48 percent think than their global peers.

that it boosts customer experience.

The biggest benefits to CEOs’ organisations of using artificial intelligence over the next 3 years

Increase our agility as an organisation (i.c. speed at |, 50
which we can make decisions and implement ther) | :2°:

Y
Improve the customer experience
P ? R 0%

s caporrry
A ¥
0

| - N 0%
t
T T e N ;7
| sucivir, iy 5%
tivit
rerere PR N, ;-

- T ER
Accelerate our revenue growth
¢ IR 39%

| d e
T O GO | 1 %

- EX
Reduce operating costs
I,

We don't plan to use any artificial intelligence over the
next 3years 0

Other

M Australia M Core

“It's great to see that over half of Australian organisations
have started their journey into the world of Al and
robotics. Whether you see it as a journey with lots of
steps or are diving straight in — the most important thing
Is to get started. Waiting is no longer looking like the
best option.”

Ken Reid
National Managing Partner, Innovation & Digital Solutions,
KPMG
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When it comes to customer
interactions, significantly more
Australian CEOs were confident
(68 percent) that they were
meeting and possibly exceeding
expectations than CEOs in other
markets (26 percent).

For millennial customers the
picture is less clear. CEOs see
arange of challenges in meeting

the needs of younger customers.

The top two identified are
responding to expectations of an
on-demand service (48 percent)
and engaging millennials in new
ways via digital channels

(44 percent).

CEOs’ perceptions of their organisations’ performance in meeting
customers’ expectations of a ‘personalised’ experience

Far exceeding our customers' expectations .
0

| N -5
Exceeding our customers' expectations
— B
| - 2200 909
Meeting our customers' expectations
X
%
Below our customers' expectations
I 5
Far below our customers' expectations 0%
(]
M Australia  H Core

The biggest challenges in meeting the needs of millennial customers

Responding to millennials' expectations of an [ NG /5%
on-demand service | 2 %

Engaging millennials in new ways via digital | E NNRNREGEGEGEE /4 %
e | 5%

Understanding how millennials' needs differ _ 42%
fom older customers'. | %

N 2
—

Appointing senior leaders that can better [ NG NG /0%
ekt o milen N
0

I, 0%
I /2%
Attracting millennials' attention among _ 329
competing online content from other brands
and publishers [ /37

Repositioning our brand image

Adapting our sales and distribution model

M Australia M Core

"Australian firms' Customer Experience initiatives are still primarily focused
on getting the fundamentals right, whereas international companies entering
Australia have been proving out and refining their value propositions

for market differentiation. Australian CEOs need to ensure their CX investment
Is being placed on things that matter to their customers, and are backed up with
deep insights and ongoing measurement of what's going to make a difference.”

Kelly Owens
Executive Director, Customer, Brand & Marketing Advisory,
KPMG
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CEOs aren't just embracing Al and robotic
assistance, they're also working with third
parties to achieve growth, embracing an
‘eco-system model’.
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As part of their move towards participating in an eco-system, over the

next 3 years, CEOs will partner with third-party cloud technology providers
(58 percent), third-party data providers (56 percent), and innovative startups
(54 percent).

The actions organisations intend to take over the next 3 years in pursuit of their growth objectives

58%

Partner with third-party cloud technology providers

52%

Partner with third-party data providers 56%

a1
32
>

Collaborate with innovative startups (e.g. fintech,
insurtech, healthtech firms)

54%
53%

Join industry consortia focused on development of
innovative technologies

52%
49%

Make products and services available via an online
platform provider (e.g. social media platforms)

50%
54%

50%
50%

Increase investment in disruption detection and
innovation processes

48%

Corporate venturing 429
(]

Set up accelerator or incubator programs 44%

for startup firms

53%

None of the above

M Australia M Core

While a large majority (72 percent) of Australian CEOs acknowledge

that third-party partnerships are essential for organisational agility, they
are also vigilant about choosing the right partner. This is reflected in 74
percent of CEOs reconsidering third-party partnerships that did not fit well
with their culture and purpose, significantly higher than their global peers.

Extent to which CEOs agree or disagree with statements about their organisation’s experiences
of partnering with third-party firms

Australia Core

Overall disagree Overall agree Overall disagree Overall agree

In the past, we have reconsidered a third- 2% 74% 38% 49%
party partnership that would have helped

with growth because the third-party did 24% 62% 12% 0% 29% 12% 36% 13%
not fit well with our organisation’s culture

and purpose 2%
2% 72% 25% 53%

The only way for our organisation to
achieve the agility it needs is to increase 26% 54% 18% 15% (1% 21% 36% 17%
the use of third-party partnerships

2%
If we focus too much on an organic 'build' - 36% 33% 20%
approach to growth at the expense of
increasing third-party partnerships, | think 29% 46% 17%
our organisation will struggle to compete
in the future 4% 4% 3%

M Strongly disagree M Disagree M Neither agree nor disagree M Agree M Strongly agree
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Although many CEOs want to extract
value from the eco-system model, they
identify legacy IT as the biggest barrier
to using third-party networks.

The importance of this eco-system

is clear insofar as some Australian
CEOs see strategic alliances with third
parties as the most important strategy
for achieving growth (42 percent),

well above organic growth (26 percent),
and mergers and acquisitions (M&A,

at 14 percent).

Twenty-six percent of CEOs cite legacy
IT systems that are incompatible with
more nimble startups as the main
hurdle to working with third parties.
Another 22 percent see the main
barrier as the challenge of measuring
ROl from third-party partnerships.

Strategy for growth over the next 3 years
(ranked first)

Strategy for growth over the next 3 years
(ranked second)

Strategic alliances with third _ 42% Strategic alliances with third _ 36%
parties [ N N 3% parties | NN :°-
Organic growth (i.e. innovation, _ 26% _ 18%
L M&A
R&D, capital |nve1r:ririlt:1::g _ 8% - 16%
I I s
M&A - 16% Outsourcing - 16%
- 12% Organic grgwth (i.e. innovation, - 10%
Outsourcing - 10% R&D, capital |nve?;r:riril:::g - 17%
B s M s

Joint venture
M s

Joint venture
I s

Other Other

M Australia M Core M Australia M Core

“Strategic alliances are increasingly important in the
eyes of Australian CEQOs, with nearly 75 percent seeing
third-party partnerships as essential for organisational
agility. By contrast 50 percent believed that acquisitions
would have only a moderate impact on their growth
prospects. It is encouraging to note that three-quarters
of Australian CEOs said they would re-consider going
ahead with a partnership if they feared that organisation
did not fit well with their own culture and values, even
if they were successful in other ways. This shows the
importance of trust in the modern business arena.”

GaryWingrove
CEO, KPMG
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In contrast to many CEOs expressing eagerness to
pursue third-party partnerships, appetite for M&A is
relatively subdued. Fifty percent of business leaders
say acquisitions will have only a moderate impact on
the overall organisation over the next 3 years, while
20 percent say they are unlikely to make any
acquisitions. However, a sizeable 30 percent still say
they are likely to make acquisitions with a significant
iImpact in the coming 3 years.

— OO
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The main drivers of M&A, CEOs say, are cost reduction (58 percent)
and market share increase (50 percent). Both of these have higher
priority in Australia than across peer countries.

M&A appetite over the next 3 years Drivers of M&A appetite over the next 3 years
Low M&A appetite: unlikely we will [N 20% ) T
make any acquisitions - 29% To increase market share _ 37%
. ] To transform our business mode! | NEGEGzGz@Gz 35%
Moderate M&A appetite: we will make [ B faster than organic growth will deliver | 43
acquisitions, but with moderate impact °

on my overall organisation _ 51%

To on-board new digital technology/ _ 33%
innovation | 30%

High M&A appetite: likely to undertake o
acquisitions which will have a significant _ 30%

impact on my overall organisation - 27% To eliminate a direct competitor I 359
I 40%
We are seeking to be acquired To take advantage of favorable valuations I 439
ourselves: likely we will be the | WA

target of an acquisition or merger | 1%

To use cheap financing before B 3%
interest rates rise
M Australia B Core I 0o%

To reduce costs through synergies/ | EGEGTGTIN 55 %
economies of scale _ 44%

I 35
I 35

To diversify the business

Other
One area of significant concern for Australian CEOs are tax law

changes. Nearly half (46 percent) say changes to tax laws are
causing them to think about altering their business operating
models. That compares with 28 percent internationally.

M Australia M Core

Extent to which CEOs agree or disagree: Changes The person on the board who is responsible
to tax laws are causing me to think about changing for the oversight of tax risk
our business operating model

Overall disagree Overall disagree _ 46%
o = 0 I o
[ E
I 25
2%
30% 28% Chair of the audit I '4%

commivce N 29%
B 4%

0%

Australia

CEO

Core

Other

Chair 0%

M Australia M Core
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“Policymakers need to appreciate the importance of
a stable and competitive tax system both to attracting
Inwards investment and generating organic growth.
Our survey reflects the widely-held view that Australia’s
tax system is very complex both relative to the size
of the economy and in absolute terms. Carve-outs
and exceptions tend to diminish the effectiveness
of a tax and certainly add to the costs of compliance.
We therefore should not abandon a goal of simplifying
our tax system and transforming and improving the
taxpayer's experience with the tax system.”

GrantWardell-Johnson
Tax Partner, KPMG

The survey also showed that fears of a return to territorialism also weighed
heavily on CEOs both in Australia and overseas, this being second top in ‘threats
to growth among Australian CEOs and top globally. This was a marked change
from previous years' surveys.

“"KPMG Economics has recently examined just how
serious any sort of trade war would be, and our
assessment was that several parts of the world
could lapse back into recession. This is why we urge
policymakers around the world not to raise tariffs —
but to stick with free trade — and it appears CEOs
both here and overseas would support this appeal.

Policymakers need to appreciate the importance of

a stable and competitive tax system both to attracting
Inwards investment and generating organic growth.
Australia’s CEOs are as equally optimistic about our
national economy as overseas counterparts are about
theirs, suggesting corporate decision-makers currently
believe the underlying economics driving business
Investment is as good here as other markets. This
means decisions where to invest locationally mobile
capital will be determined at the margin, and while
tax may only matter at the margin, it could be the
determining factor whether Australia secures or
misses out on an investment funded by global capital.”

Brendan Rynne
Chief Economist, KPMG
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The workplace is changing, requiring a rethink on the type of workforce needed.
In line with increasing technological disruption, CEOs today consider the three
most important workforce capabilities to support growth are cyber security
specialists (66 percent), data scientists (56 percent) and emerging markets
experts (56 percent).

The importance of different workforce capabilities in supporting
organisations’ future growth plans

Australia i Core )
Overall important Overall important
66% 55%
Cyber security specialists  [{IV75pPL7s 42% 24% 8% 20% @ 17% 33% 23%
2% 56% 67%
Data scientists ({0 34% 42% 14% 1M1% 22% 38% 29%
. I 40% % 56%
Emerging technology specialists (i.e. artificial o o o o o o
intelligence experts) 20% 38% 30% 10% 14% 29% 36% 20%
o,
Sustainabilit erts (i.e. to lead the integration of - 0% Aol
ustainablity experts il.e. 1o feac the Integrat 24% 26% 36% 14% 25% 27% 25% 20%
sustainable thinking into business strategy) 39
56 % 49%
Emerging markets experts 20% 24% 44% 12% 28% 21% 32% 17%
0
48% 2% 47%
Digital transformation managers 18% 34% 24% 24% 25% 27% 30% 17%
0,
349% % 39%
Governance/ethics experts 16% 48% 20% 14% 29% 30% 26% 13%
2% 2%
Scenario- and risk-modeling specialists (i.e. to 44% ° 47%
predict and mitigate future business risks) Bk 38% 38% 6% 22% 30% 31% 16%
2% 9
Evolving workforce experts (i.e. workforce learning, ” ” 32% = = = 3/°
talent management, leadership development) 34% 34% 32% 26% 43% 23% 7%
1%

B Not at allimportant M2 M3 M Somewhatimportant B5 W6 M Highly important

Not only are these types of workers in demand, but nearly two-thirds (62 percent)
of Australian CEOs see their data scientists as effective, while cyber security skills
are seen as the next most effective (56 percent).

The effectiveness of the company’s existing workforce

Australia Core
Overall effective Overall effective
56% 53%
Cyber security specialists  LEAZ3 32% 40% 16% 18% 24% 38% 15%
62% 5% 55%
Data scientists  RIGZR /) 54% 8% 15% 29% 39% 16%
. 2% 6% 1% 49%
Emerging technology speciaits . artfile) . g YR 26%  20% M 7% 33% 3% 6%
Sustaingbil ’ oad the i onof 2% 38% 1% 43%
ustainability experts (i.e. to lead the integration o _
sustainable thinking into business strategy) 32% 28% 28% _10% 21% 32% 30% 14%
2% 36% 4% 1%
Emerging markets experts  JEEFA 44% 28% 8% 32% 25% 31% 10%
2% 50% 2% 44%
Digital transformation managers 16% 32% 30% 20% 25% 30% 32% 1%
2% 36% 2% 35%
Governance/ethics experts 24% 40% 28% 8% 32% 31% 26% 9%
o 2% 9
Scenario- and risk»modeling specialists (i.e. to 5 5 5 3 %
predict and mitigate future business risks) 34% 34% 28% 4% 28% 35% 27% 9%
1%
18% 24%
Evolving workforce experts (i.e. workforce learning, 26% 529% 16% . 28% 47% 21% 3
talent management, leadership development) = J . = = =
4% 2% 1% 3%

B Not at all effective 2 W3 M Somewhat effective HW5 M6 M Highly effective
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. . _ "It is very encouraging that
Looking ahead, the majority of CEOs (62 percent) are pre-emptively

hiring for where they see the organisation going, rather than waiting Australian CEOs are not

to achieve growth before hiring the new skill sets. Australian CEOs ho|ding back and Waiting for

are more proactive in this area than their international peers, /

where the majority are waiting for growth before hiring. next year S result.s,. but are
pro-actively recruiting the

o » _ talent and skills needed to
The organisation’s approach to recruiting new skill sets
into the organisation produce growth.

Australia Core

In the next 5 years, we
will see an entirely mobile
workforce — one that
optimises both human
and machine capabilities.

CEOQ leadership will be more
Important than ever before

W We are hiring new skills — regardless of future growth targets as tradltlonal hlerarChleS are
B We are waiting to achieve certain growth targets before hiring new skills upturned, new jobs arise,
and a fierce war for talent
emerges. Companies that
fail to dramatically shift their

Australian CEOs make limited use of contingent workers (60 percent),

compared to overseas counterparts (47 percent). Thirty-four percent strategy to suit this new
| . . "
of local CEOs maKe moderate use confungent yvorkers (39 per.cen.t . world order risk irrelevance.
overseas). The main challenge with using contingent workers is difficulty
aligning workers' behaviour with organisational values (57 percent Stefanie Bradley
Australia, 51 percent overseas). Partner, People & Change,
KPMG
Use of a contingent workforce Challenges when relying on a contingent workforce
We make limited use of a contingent _ 60% Difficulty aligning contingent workers’ _ 57%
workforce model in a small number behavior with our organisation’s key
0
of areas _ 7% values/purpose _ 51%
0
- 349 Uncertainty about ownership _ 51%
We make moderate use ° of intellectual property _ 50%
of a contingent workforce model °
Risks associated with sharing _ 49%
) o data/information
We make widespread use [ 4% _ 50%
of a contingent workforce across
the organisation . 13% _ o
Lack of proximity to workforce creates 43%
management/control issues _ 29%
_ I 2%
We do not use a contingent
workforce model | 19
° Other
M Australia W Core M Australia W Core
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Modelling and analytics continues to drive CEO decision-making. More so than
their overseas counterparts (36 percent), most Australian CEOs (76 percent)
will rely on predictive models and analytics in strategic decision-making over
the next 3 years. Sixty-six percent will increase the use of unstructured data,
compared to 32 percent in peer countries.

Extent to which CEOs agree or disagree with statements about the data
they rely on for decision-making

Australia Core
Overall disagree Overall agree Overall disagree Overall agree
- 76% 49% 32%
Over th t3 illi
our use of predictive models o analytics AR 58% 18% 20% | 29%  19%  21% 11%
| am less confident about the accuracy
of predictive analytics than historical data 44% 24% 16%  16% 7%  28% 15% 27% 23%

Over the next 3 years, we will increase

our use of unstructured (i.e. text-heavy)
data compared with structureé 32% 50% 16% 8%  24% 31% 26% 1%

(i.e.primarily numeric or fixed field) data 29
0

| am less confident about the accuracy I .

of unstructured data than structured data 4% 50% 24% 16% | 23% 36% 23%

2% 3%

M Strongly disagree M Disagree M Neither agree nor disagree M Agree M Strongly agree

Despite increased investment in and use of analytics, many CEOs also revert to
their own experiences, or ‘intuition” when making strategic decisions. Sixty-six
percent admit they have overlooked insights from data analysis models in the past
3 years because of this.

Whether in the past 3 years CEOs have overlooked the insights provided
by data analysis models or computer-driven models because they were
contrary to their own experience or intuition

Australia Core

M Yes HNo M Yes HNo
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Social media is also gaining traction with Australian CEOs, overtaking traditional
sources as an input to strategic decision making. Indeed, CEOs have a high
level of trust in social media (90 percent). This is higher than trust in secondary
information providers (64 percent), traditional media (62 percent), and
government-commissioned research (54 percent).

Level of trust in each of the following data sources for informing CEOs’ strategic decisions

Australia Core
Overall disagree Overall agree Overall disagree Overall agree
2% 90% 8% 81%
Social media M 48% 42% 8% 12% 39% 42%
2%
Traditional media
Independent secondary information providers 36% 36% 26% 21% 40% 36%
(e.g. Bloomberg, Thomson Reuters) 2% 3%
Government-commissioned research
36% 58% 6% 24% 55% 19%
) 3%
Open data from government agencies
46% 44% 10% 3% 36% 37% 23%
30% 66% 4% 30% 56% 12%
2%

M Very weak trust M Weak trust B Neutral M Strong trust M Very strong trust
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Australian CEOs agreed more strongly than

their overseas counterparts that ‘we must look
beyond purely financial growth if we are to achieve
long-term sustainable success’. However, more
Australian business leaders also confessed they
were ‘struggling to link our growth strategy with

a wider societal purpose for the organisation'’.

CEOs also consider environmental threats,

like climate change, to be one the largest threats
to business growth (48 percent), just behind
emerging technology and a return to territorialism.

Adrian King
Head of Sustainability, KPMG
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Cyber-attacks are considered inevitable, with the majority of Australian CEOs
(62 percent) believing that they will be targeted by a cyberattack. They see
this risk as more acute than their overseas peers (49 percent).

Extent to which CEOs agree or disagree that their organisation becoming a victim of a cyber-attack
is now a case of ‘when/, not ‘if’

Australia Core
Overall disagree Overall agree Overall disagree Overall agree
4% 62% 15% 49%
4% 4% 2%

M Strongly disagree M Disagree M Neither agree nor disagree M Agree M Strongly agree

Thankfully, many Australian CEOs (60 percent) believe their organisations
are either ‘very well’ or ‘well’ prepared for a future cyberattack. None describe
their organisation as ‘unprepared'.

Sixty-eight percent believe they are able to manage external stakeholders
in the event of a cyberattack and 66 percent believe they can contain the
impact on strategic operations.

Organisations’ preparedness for a cyber-attack in relation to certain capabilities

Australia Core

Overall disagree Overall agree Overall disagree Overall agree
4% 68% 9% 73%
Our ability to manage external

stakeholders, such as customers, o o, o
regulators or business partners, in the A £ i 9% 18% 47% 27%
event of a cyber attack 49,
Our ability to contain the impact of a
cyber attack%n our strategic opperations 32% 52% 14% 13% 31% 31% 26%
2%
Our overall level of preparedness for a 40% 48% 129% o o o o
cyber attack o o o 14% 35% 42% 9%
Our ability to identify new cyber threats 14% VA 14% 25% 16% 38% 22%
2%

M Highly underprepared M Underprepared B Neither underprepared nor well prepared B Well prepared M Very well prepared
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There is also an acknowledgement of the importance of a strong cyber strategy.
Two-thirds (66 percent) agree that a strong cyber strategy is critical to engender

trust with key stakeholders, while 68 percent view customer data protection as

one of their most important personal responsibilities, enabling long-term growth
of the customer base.

Extent to which CEOs agree or disagree with statements about their relationships with their customers

Australia Core

Overall disagree Overall agree Overall disagree Overall agree
4% 66% 22% 55%

A strong cyber strategy is critical to engender

trust with our key stakeholders 30% 44% 22% 18% 24% 30% 25%

I
S
IS
S

Protecting customers' data is one of my most

important responsibilities as CEO to enable o 9 o
my organisation to grow its customer base in 30% 46% 22% 18% 23% 32% 28%
the future 29, 1

S

Our organization is in danger of losing
existing customers because disproportionate

resources are spent on attracting new RIS 40% 40% 10% 14% | 16% 40% 21% 9%
customers

To date, the investments we have made in
trying to personalise the customer experience . o . o . . .
have not delivered the growth benefits we are (24 58% 32% 7% 33% 32% 25%

hoping for 2% 4%

M Strongly disagree M Disagree M Neither agree nor disagree M Agree M Strongly agree

"Australian CEQOs are looking to digital innovation and
data analytics to create value across their business

and gain a competitive edge. At the same time, they
are faced with increasing cyber risk, privacy mandates,
regulatory pressures, brand reputation risk, and its
iImpact on shareholder value. Smart leaders are making
cyber preparedness and resilience a board priority. They
have defined the 'Cyber Risk Appetite’ for the business
and most importantly have increased confidence and
assurance in cyber controls deployed to enable digital
transformation and ‘protect what matters'”

Gordon Archibald
Partner, Cyber Risk, KPMG
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