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Optimism is back in the boardroom.

It's been roughly 18 months since the World
Health Organization declared a global
pandemic, and KPMG returns with its annual
CEO survey to gauge how leadership
strategies and concerns have shifted during
these demanding times. And if one word
could summarize our report, it's optimism —
a remarkable and reassuring shift.

CEOQOs are incredibly confident in the growth
prospects of their company and the global
economy in general. Leaders expect
aggressive growth and are looking to expand
their business and organizations in any way
that they can. They are hiring, exploring tie-ups
and feel a strong connection to their
organization'’s purpose.

B PG 2021 cEO Outiook

Concerns about operational matters, like
supply chain resilience, cyber security and
regulatory matters, have climbed back to the
top of their priorities. Although the pandemic
is still influencing some of these issues,
leadership is able to concentrate on important
housekeeping items alongside their
aggressive growth strategies.

A major lesson from the pandemic has been
that we all need to work together to solve big
problems, and importantly, ESG is front and
center in most business plans. Our results
show that corporates are ready to work

We may not be back to business as usual just
yet — especially with the threat of new
variants and what that may mean for growth.
But like the many CEOs we interviewed, |
share their optimism, and | would like to thank
them for taking the time to participate in our
survey.

The opportunity to build a stronger, more
sustainable future exists only if we work
together, for better. Thank you and please stay
safe.

closely with government to make good on Bill Thomas

their ESG commitments and are prepared to Global Chairman and CEO

be held accountable for delivering on them. KPMG

It's an encouraging sign, and one | am

particularly pleased to see.
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As Singapore CEQOs chart their recovery from
the pandemic, we're seeing a return of
optimism across industries.

Singapore CEOs are aggressively pursuing
new areas of growth, using a broad array of
strategies. They're sizing up mergers and
acquisition (M&A) opportunities, forging
strategic alliances, and looking to drive organic
growth through capital investments,
innovations and new products.

But they recognise that exceptional talent is
required to fuel continued growth in the new
world of work. They're keen to cultivate the
right skill sets and capabilities, while
positioning their organisations as great places
to work.

This race for top global talent comes against
the backdrop of escalating digital disruption
that is reshaping businesses worldwide.
Singapore CEOs are rethinking their business
models and looking to harness digital

B3 PG 2021 cEO Outiook

opportunities. A higher appetite for M&A
among Singapore CEOs than global and Asia
Pacific (ASPAC) peers reflects their desire to
expand their digital capabilities and gain a
competitive edge.

But these shifts are also exposing businesses
to new risks. Cyber security risks are seen as
the greatest threat to growth over the next
three years, while the need to enhance the
security and resilience of supply chain
ecosystems is also appreciated.

At the same time, the turbulent aftermath of
the pandemic has cast the spotlight on climate
change action. A key challenge remains for
Singapore leaders to convincingly narrate their
companies’ environmental, social and
governance (ESG) stories, while embedding
ESG into their business models.

Evolving global tax rules are another worry.
Singapore CEOs are concerned about
increasing tax compliance and reporting

demands, while pressure is mounting on them
to be seen as paying tax responsibly.
Therefore, leadership is looking to strike a
delicate balance between remaining cost and
tax-efficient.

Like my peers in Singapore and echoing Bill's
sentiments, | have confidence in Singapore’s
business and economic prospects. We can
take heart from the growing optimism. After
all, high levels of confidence tend to indicate
future success. One important lesson we have
learnt over the course of the pandemic is that
collective effort is required, especially in the
context of overcoming the challenges we face
today. On that note, we welcome the
opportunity to discuss any of the issues
discussed in this report. Please keep in touch
and stay safe!

Ong Pang Thye
Managing Partner
KPMG in Singapore
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Drawing on perspectives from CEOs in
Singapore across 11 sectors including banking,
asset management, energy, infrastructure,
telecommunications and consumer and retail,
the 2021 CEO QOutlook series offers unique
insights into how leadership strategies,
priorities and concerns are rapidly evolving, as
the new normal unfolds. This report also
captures their views on the ongoing
implications of the COVID-19 pandemic and
the prospects for business and economic
growth.

All respondents have an annual revenue over
US$500M and a third of the companies
surveyed have more than US$10B in annual
revenue. The survey was conducted June 29
to August 6 2021 and included leaders from
Asia-Pacific (ASPAC) countries such as
Singapore, Malaysia, Indonesia, Cambodia
among others in the region, as well as global
key markets such as Australia, Canada, China,
France, Germany, India, Italy, Japan, Spain, UK
and US.

I PG 2021 CEO Outiook

Key developments are focused on how
today’s CEOs are realigning business
strategies and priorities to grow their
organisations and emerge stronger:

» As Singapore gradually starts easing
COVID-19 restrictions and reopening its
borders, CEOs across sectors are more
bullish about growth and earnings potential
over the next three years. Their increased
confidence echoes the sentiments of global
and Asia Pacific peers. This resurgent
optimism is also reflected in the earnings
outlook of Singapore CEOs.

» Singapore sees M&A as a key growth
strategy, but other strategies are also being
used including strategic alliances and
organic growth through capital
investments, innovations and new
products.

» To meet growth objectives and build
resilience, organisations need to hire the
right talent and cultivate the necessary
capabilities. Therefore, they are racing to
attract exceptional global talent by
improving their rewards, incentives and
work culture, while sharpening their focus
on training, skilling and re-training
employees in a world where hybrid work is
increasingly common.

© 2021 KPMG Services Pte. Ltd. (Registration No: 200003956G), a Singapore incorporated company and a member firm of the KPMG global organization
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» However, expectations for global economic

growth are more subdued across regions.
This points to widening fault lines in the
global economic recovery from the impacts
of new virus variants and vaccine
inequality.

Concerns around evolving global tax rules
are adding to the sense of uncertainty.
Singapore CEOs are carefully watching
developments related to the global
minimum tax deal that looks set to kick in
from 2023. A majority of CEOs in
Singapore are feeling increased pressure to
boost public reporting of their global tax
contributions.

B «PviG 2021 ce0 Outiook

» At the same time, Singapore CEOs are

keen to get on the front foot when it
comes to disruption and innovation. But
they are aware that they need to move
quickly to invest in digital opportunities and
remain up to date with the latest
technologies. Embracing partnerships is
seen to help accelerate the pace of digital
transformation.

But increased digitalisation has given rise
to new threats. The pandemic has
heightened focus on managing cyber
security and supply chain risks. Cyber
security risks seen as the greatest threat to
growth in the next three years.

» Singapore CEOs are also feeling the heat

from the climate change agenda especially
where their salaries are increasingly tied to
environmental, social and governance
(ESG) outcomes and they struggle to tell
the ESG story convincingly for their
organisations.

Overall, five key themes emerged from this
year's survey.
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CONFIDENCE IN GROWTH
IS REBOUNDING

Despite continued uncertainty and risk volatility, Singapore CEOs are confident about growth and
are looking to drive expansion. M&A is seen as critical to powering this growth while acquiring
digital capability. However, other growth strategies are also being considered. These include
seeking strategic alliances with third parties and pushing organic growth through R&D,
innovation, capital investments, recruitment.

72%

92%

» About 92 per cent of Singapore CEOs » Expectations for global economic growth
surveyed expressed confidence in the are more subdued across regions. This
growth outlook for the country, the industry points to widening fault lines in the global
they operate in, and their own companies. economic recovery from the impacts of
These levels of confidence are higher than new virus variants and vaccine inequality.
those displayed by CEOs in ASPAC and Concerns around evolving global tax rules
globally but echo a broad-based rebound in (discussed in detail later) are adding to the

sense of uncertainty. However, Singapore
CEQOs (72 per cent) are still more confident
in global growth prospects than their
ASPAC and global peers.

optimism across geographies.

B} «PviG 2021 cEO Outiook

Singapore ASPAC Global

This resurgent optimism shines through in
earnings projections. About 24 per cent of
Singapore CEOs surveyed expect earnings
growth of 5 to 20 per cent per annum over
the next three years. This is higher than
global (14 per cent) and ASPAC (18 per
cent) peers, as well as in sharp contrast to
2020, when zero per cent of Singapore
CEOs surveyed felt their company's
earnings could exceed 5 per cent per
annum.
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ASPAC Global

Singapore

» 36 per cent of Singapore CEOs consider
M&A as the most important strategy to
meet growth objectives, compared to 25
per cent of ASPAC and 24 per cent of
global CEOs. This can be contrasted with
2020, when CEQOs here chose joint
ventures (32 per cent) and strategic
alliances with third parties (28 per cent) as
their top two strategies.

KPMG 2021 CEO Outlook

92%

» M&A appetite among Singapore CEOs

surged to a three-year high, with a total of
92 per cent of respondents saying they will
make acquisitions that have moderate to
significant impact on their overall
organisations in the next three years.

© 2021 KPMG Services Pte. Ltd. (Registration No: 200
of indeper

28%

28%

4%
]

Joint ventures

Strategic
alliances

Organic growth

» However, other strategies are still being
used: organic growth through R&D,
innovation, capital investments,
recruitment etc (28 per cent), strategic
alliances with third parties (28 per cent),
joint ventures (4 per cent) and outsourcing
(4 per cent).
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WAR FOR
TALENT

19%

13%

Singapore ASPAC Global

24 per cent of CEOs state that their top
operational priority will be to attract and
retain the necessary talent, as compared to
13 per cent in ASPAC and 19 per cent
globally.

About 38 per cent will prioritise how they

reward and incentivise talent, versus just
14 per cent in 2020.

B} PG 2021 cEO Outiook

© 2021 KPMG Services
of independent mer

As business grows, so too does demand for talent. Singapore CEOs are, therefore, keen to
attract and hire exceptional talent, while cultivating the right skill sets and capabilities in the new
world of work. They're increasingly exploring hybrid and remote work options, as they seek to
build capabilities within their organisations while improving employee engagement.

18%

Singapore ASPAC Global

More business leaders are considering
hybrid and omni-channel work models, with
28 per cent of Singapore CEOs planning to
downsize or having already reduced their
physical footprint, compared with 18 per
cent in ASPAC and 21 per cent globally.

Pte. Ltd. (Registration No: 2C
er firms affiliated with KPMG Ir

Singapore ASPAC Global

Around 48 per cent of Singapore CEOs will
be looking to predominantly hire talent that
works remotely, higher than 38 per cent in
ASPAC and 42 per cent globally.

1d a member firm of the KPMG global organization
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CONCERNS ON
GLOBAL TAX

International tax rules are evolving, making it essential for companies to be structured to roll with ambiguity, while remaining cost and tax-efficient.
Organisations worldwide are considering the location and composition of their business areas as the global tax deal looks set to kick in from 2023.
Under the proposed rules, some large multinationals may need to pay a top-up tax in their home tax jurisdiction if they currently pay a tax rate in
Singapore that is below the proposed global minimum tax. This could effectively unwind benefits of any incentives they may have received in
Singapore. Another consideration is how shareholder returns might be impacted if taxes squeeze company profits and dividend payouts. There is
also concern that an increasingly remote workforce poses potential double taxation issues for companies and their affected employees who are
working from another country.

Singapore Global Singapore Global Singapore Global

» Around 4 in 5 Singapore CEOs (80 per cent) » Majority of CEOs in Singapore (88 per cent) » They are also acutely aware that how their

say the proposed global minimum tax are feeling increased pressure to boost organisation approaches tax will affect

regime is of “significant concern” to their public reporting of their global tax public trust in their businesses. 92 per cent

organisation’s goals on growth, as contributions, more so than their global of Singapore CEOs (versus 78 per cent

compared to 77 per cent globally and 78 peers (68 per cent). globally) agree that there is a strong link

per cent in ASPAC. between public trust and how their tax
approach is aligned with their organisational
values.

G), a Singapore incorporated company and a member firm of the KPMG g
1al Limited, a private English company limited by guarantee. All rights r
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DIGITAL DISRUPTERS ARE WELL POISED
FOR GROWTH, BUT CYBER AND SUPPLY
ENCE IS REQUIRED

Singapore CEOs are strengthening their digital advantage by building more flexible models that work for both employees and employers, while
operating as part of digital ecosystems. This is why they are keen to get on the front foot when it comes to disruption and innovation. Singapore
CEOs are aware that they need to move quickly to invest in digital opportunities and remain up to date with the latest technologies. Embracing
partnerships can help accelerate the pace of digital transformation. Aside from the danger of digital obsolescence, new digital risks are emerging
as new avenues of growth are aggressively pursued. Among the major threats organisations in Singapore face today are cybersecurity and

CHAIN RESILI

supply chain risks.

Singapore ASPAC Global

» 84 per cent of Singapore CEOs surveyed
are viewing technological disruption as
more of an opportunity than a threat, higher
than 82 per cent in ASPAC and 76 per cent
globally.

R kPG 2021 cEO Outiook

of indeper

88%

Singapore ASPAC Global

» Rather than waiting to be disrupted by

competitors, a greater number of them (88
per cent) are looking to actively disrupt the
sector they operate in, up from the 76 per
cent last year and the 68 per cent in 2019.
This is higher than the 79 per cent in
ASPAC and 73 per cent globally who held
the same view.

21 KPMG Services Pte. Ltd. (Registration No: 200003956G), a Singapore incorpo
dent member firms affiliated with KPMG International Limited, a private Eng

92%

Singapore ASPAC Global

92 per cent felt new partnerships will be
critical to continuing their pace of digital
transformation, compared with 77 per cent
in ASPAC and 61 per cent globally.

ated company and a member firm of the KPMG global organization

lish company limited by guarantee. All rights reserved

sBuipuly Aay|

Buipunogai
SI ymmoub
ul 9oUBpIU0))

1u8|el 10}
IeAA

Xe} [eqo|b uo
SUIBOUOYD

s191dnisip
lenbiq

BRE|

uoday
[e9OID



96%

Singapore 2020

Singapore 2021

» 96 per cent of Singapore CEOs said they
will need to be quicker to shift investment
to opportunities and divest businesses that
are becoming digitally obsolete, an increase
from the 80 per cent seen last year.

76%

Global

Singapore

At the same time, CEOs in Singapore are
also carefully managing supply chain risks.
76 per cent of Singapore CEQOs said their
supply chains were under stress over the
past 18 months, compared to 56 per cent
of leaders globally.

ER} PG 2021 cEO Outiook
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Global

Singapore ASPAC

» As digital risks proliferate, 24 per cent

identified cyber security risks as the
greatest threat to their organisation’s
growth in the next three years, highest
among all risks. In comparison, 12 per cent
of global and 16 per cent of ASPAC peers
felt the same.

50%

Diversifying sources of
supply chains

Deep monitoring of

supply chains
Hence, 47 per cent of Singapore CEOs
have instituted deep monitoring of supply
chains to anticipate demand better while 42
per cent of them have diversified sources
to make their supply chains more resilient.
These priorities to manage supply chain
risks are similar to those of their peers’
globally.

21 KPMG Services Pte. Ltd. (Registration No: 200

6G), a Singapore incor

58%

Singapore Global

» About 4 in 5 Singapore CEOs feel well

prepared to deal with a cyber-attack if it
were to occur, higher than the 58 per cent
of CEOs globally this year who said they
are prepared for a cyber-attack.

VIG ¢ € orated company and a member firm of the KPMG global organization
dent member firms affiliated with KPMG International Limited, a private English co

pany limited by guarantee. All rights reserved

sBuipuly Aay|

Buipunoga.

1lusj|el 1o}

Xe} [eqo|b uo

s191dnisip

SI ymmoub
ul 9oUBpIU0))

SUIBdu0)

leubiqg

IeAA

BRE|

uoday

leqo|



PRESSURE TO EMBED ESG
INTO BUSINESS STRATEGY

The climate agenda has grown in importance worldwide, but it is particularly pronounced in Singapore. With increased stakeholder pressure to
build business back better, Singapore CEOs are being challenged to deliver on their climate mandates and embed ESG into business strategy.
The challenges for ESG are not unique. Globally and locally, what CEOs struggle with are in articulating a compelling ESG story, bringing up the
rigour of ESG performance reporting to match their current financial reporting quality, and also in addressing the varying ESG reporting needs of
different investors and stakeholders. Collective effort is key to address the challenges. Singapore’s government is playing an important role in
driving sustainability initiatives, as the country works towards achieving the targets set out in its Green Plan 2030.

ESG Reporting

19%
ESG Performance o
32%
Global 42% 0
ESG Story 30%
Singapore 40%
Singapore Global Singaproe Global
» CEOs are struggling with articulating a » Around 94 per cent of Singapore CEOs » About 63 per cent of Singapore CEOs
compelling ESG story (Global: 42 per cent; expect to be increasingly held personally reported that their pay is already tied to
Singapore: 40 per cent), bringing up the responsible for driving progress in ESG outcomes as compared to just 30 per
rigour of ESG performance reporting to addressing social issues, as compared to cent globally who said the same.
match their current financial reporting 71 per cent of CEOs globally.
quality (Global: 19 per cent; Singapore: 32
per cent), and also in addressing the
varying ESG reporting needs of different
investors and stakeholders (Global: 23 per
cent; Singapore: 16 per cent)
BB PG 2021 CEO Outook T S RS
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Singapore Global Singapore ASPAC Global Singapore Global
» Most Singapore CEOs (96 per cent) are » About 80 per cent of CEOs here are saying » To meet stakeholder expectations around gg
looking towards the government to provide there is significant demand from robust sustainability reporting, 88 per cent % S
the stimulus to help turbo charge climate stakeholders for increasing reporting and of Singapore CEOs expect to increasingly -
change investments they have made. 77 transparency on ESG issues, compared to rely more on external assurance of their
per cent of CEOs globally hold the same 58 per cent globally and 70 per cent in the ESG data, compared to just 55 per cent of
view on this matter. Asia Pacific region. CEOs globally. The pressure for better E o
reporting comes largely from regulators (50 %f@
per cent) followed by institutional investors =3
(45 per cent) in Singapore. -
o
The Singapore findings reinforce the three major themes that emerge from the global CEO 29
outlook survey. First, that the road to renewal is emerging as CEOs are optimistic, confident and % g
expect aggressive growth through acquisitions and other inorganic methods. Second, CEOs are ’
looking to lead with purpose as global organisations are supercharged to increase investment
into environmental, social and governance (ESG) priorities. Third, the digital agenda remains key
to driving growth as operating models evolve in the new normal. In essence, the global survey m
shows us that today’s CEOs are looking to be plugged-in, people-first and purpose-led, as they a

aim to grow their organisations and emerge stronger.

© 2021 KPMG Services Pte. Ltd. (Registration No: 200003956G), a Singapore incorporated company and a member firm of the KPMG global organization
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved
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[l ey findings

The KPMG CEO Outlook series offers a
unique lens on the ongoing implications of the
COVID-19 pandemic and the prospects for
economic recovery. Across the trajectory of
the pandemic, we've connected regularly with
the world’s business leaders, reporting on
some of the insights through our pulse
surveys in July/August 2020 and
January/February 2021. The 2021 CEO
Outlook, our major annual survey, draws on
the perspectives for the future of 1,325 CEOs
across 11 major markets.

Key developments are focused on how
today’s connected CEOs are plugged-in,
people-first and purpose-led to grow their
organizations and emerge stronger:

BB PG 2021 cEO Outiook

» CEOs are optimistic, confident and expect
aggressive growth through acquisitions and
other inorganic methods. They continue to
put an emphasis on leading with purpose
and a focus on digitally transforming their
organizations while upskilling an agile
workforce in the new world of work.

» With increased stakeholder pressure to
build back better, global organizations are
supercharged to increase investment into
environmental, social and governance
(ESG) priorities and stay true to their
purpose.

» With people returning to places of work,
and society increasingly looking for
business to lead a return to normal, CEOs
are shying away from making wholesale
changes to the future of work — but they
recognize employee demand for continued
flexibility.

Overall, three key themes emerged from this
year's survey.

© 2021 KPMG Services Pte. Ltd. (Registration No: 200003956G), a Singapore incorporated company and a member firm of the KPMG global organization
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved

Buipunogai
sleydnisip Xe} [eqo|b uo usie} Io} SI y1mouh sBuipuly Aay|
[eudiq SuI9oU0) 1B Ul 82UspILUOY) '

BRE|

moday
1eqo|o



THE ROAD
TO RENEWAL

Despite continued uncertainty and risk volatility, CEOs are confident and optimistic about
growth, feel a strong connection to their purpose and are looking to drive expansion.

8770

60°% 64%

» Rebounding growth » Leading with purpose » Accelerating growth and the digital
60 percent of CEOs are confident about As the public looks to leaders to drive agenda
growth prospects for the global economy progress on major societal challenges, 64 With 87 percent of CEOs confident in their
(up from 42 percent in March of this year). percent say that their organization’s own company’s growth prospects, M&A
Overall, CEO confidence has returned to defining objective is to embed purpose into appears to be critical to powering this
pre-pandemic levels of early 2020, despite everything they do — creating long-term growth and acquiring digital capability — 87
the Delta variant slowing down the return value for all stakeholders (up from 54 percent say that they are looking to make
to normal. percent in February/March 2020). deals in the next 3 years.
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TRUSTED
PURPOSE

With increased stakeholder pressure to build business back better, CEOs are embedding ESG

into business strategy.

say CEOs will be increasingly

held personally responsible for
driving progress in addressing
social issues

admitted that with public,
investor and government
expectations of diversity,
equity and inclusion rising so
fast, they may struggle to
meet expectations

» Putting people first to drive societal
return
71 percent said that CEOs will be
increasingly held personally responsible for

driving progress in addressing social issues.

And 56 percent admitted that with public,
investor and government expectations of
diversity, equity and inclusion rising so fast,
they may struggle to meet expectations.

of CEOs planning to invest
more than 10 percent of their
revenues in becoming more
sustainable

saying that world leaders at
COP26 need to inject urgency
into the climate agenda

» Collaborating to power sustainability

Making progress on climate change will
likely require action from both businesses
and government, with 30 percent of CEOs
planning to invest more than 10 percent of
their revenues in becoming more
sustainable, and 75 percent saying that
world leaders at COP26 need to inject
urgency into the climate agenda.

KPMG 2021 CEO Outlook

5270

» Connecting ESG strategy with financial

returns

While 52 percent of CEOs at high-growth
organizations believe that their ESG
programs improve financial performance,
this drops to 37 percent across all CEOs.

© 2021 KPMG Services Pte. Ltd. (Registration No: 200003956G), a Singapore incorporated company and a member firm of the KPMG global organization
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DIGITAL
AGILITY

saying that they will have
most employees working
remotely at least two or more
days a week

investing in shared office
spaces

» Building a flexible future of work

CEOs need to decide on an operating
model for the future that works for both
employers and employees, with only 37
percent saying that they will have most
employees working remotely at least two
or more days a week, but 51 percent
investing in shared office spaces.

BB PG 2021 cEO Outiook

CEOs are strengthening their organization’s digital advantage by building a more flexible future of
work and operating as part of digital ecosystems.

677

» Disrupting the disruptors
CEOs are looking to get on the front foot

when it comes to disruption and innovation,

with 67 percent saying they will increase
investment in disruption detection and
innovation processes.

7070

» Partnering for transformation and

resilience

70 percent of CEOs say that new
partnerships will be critical to continuing
the pace of digital transformation, but they
are also mindful of building cyber resilience
into their approach.

© 2021 KPMG Services Pte. Ltd. (Registration No: 200003956G), a Singapore incorporated company and a member firm of the KPMG global organization
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Bl e road torenewal

“As we have talked about
our purpose, and galvanized
around it, that has raised
our ambition level. It's
made us more growth
oriented. It's helped us
innovate even faster.”

Penny Pennington
Managing Partner, Edward Jones

KB PG 2021 cEO Outiook

The pandemic was a test of leadership for
CEOs: the true leaders protected the health
and well-being of their employees, made big
decisions amid uncertainty and adapted their
leadership approach in a virtual environment.
Today, CEOs are facing new challenges as
their organizations manage the ongoing
impact of the pandemic. They're balancing the
potential to drive growth and transform their
business with uncertainty around the potential
of an uneven global recovery and the impacts
of new virus variants and vaccine inequality.

Connected CEQOs recognize that the
prerequisite for succeeding in a rapidly
evolving landscape is being plugged in. This

means building a digital core, connecting back,

middle and front-office functions to focus on

the customer. It means making sure the
business model is relevant — deciding which
businesses to divest or add, and reallocating
capital expenditure to new digital growth
opportunities. It means being resilient to cyber
risk while also pursuing bold digital
innovations. At the same time, CEOs need to
have a people-first mindset — not only
investing in new technologies, but also human
capability. Finally, CEOs need to be purpose-
led — winning the trust of stakeholders and
helping build a more prosperous, equitable
and sustainable world. Purpose-led CEOs
follow through and deliver on previous
commitments and statements with bold ESG
programs. Sustained growth is about
connecting these three priorities.
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Rebounding growth

Despite the continued uncertainty of the
COVID-19 pandemic, the survey shows that
the perspectives and confidence of CEOs
have shifted. CEOs are more optimistic about
growth: for the first time since
January/February 2020, prior to the pandemic,
more than half (60 percent) of global CEOs are
confident about the growth prospects of the
global economy over the next 3 years.

Overall, CEO confidence levels have returned

to the levels of early 2020, despite the Delta
variant slowing down the return to normal. But

Chart 1

Despite the continued uncertainty of the pandemic, CEOs are
confident about growth for the global economy

60%

32%

2021 Pulse
(Jan/Feb)

2021 CEO Outlook
(Jul/Aug)

Source: KPMG 2021 CEO Outlook

Ex kPG 2021 CEO Outiook

2020 Pulse
(Jul/Aug)

to deliver this growth, organizations will need
to make sure they have the right talent with
the right skills to bring their growth plans to
life. The research found that 88 percent plan
to increase headcount over the next 3 years,
with close to one-third (32 percent) planning
increase of more than 6 percent.

And as Chart 2 shows, CEOs have also
narrowed the gap between their digital
transformation objectives and investing in a
digitally enabled workforce. While more CEOs
are prioritizing technology investment when
pursuing growth, the 40 percent who are
putting more emphasis on people investments

Chart 2

performance

68%

40%

2020 CEO Outlook
(Jan/Feb)

We are placing more capital
investment in developing our
workforce's skills and capapilities

is a notable increase from 33 percent in 2020.

As CEOs look to drive growth, they also face
the significant task of leading companies in a
time of great uncertainty, where assumptions
and forecasts are subject to constant change.
As Chart 3 shows, this means very little is
certain and no single risk emerged on top.
There is a three-way tie for threats to growth:
supply chain, cyber security and climate
change. They were very closely followed by
disruptive technology, regulatory and
operational risk.

Building talent an increasingly important driver of growth and

60°/o

We are placing more capital
investment in buying new
technology

Source: KPMG 2021 CEO Outlook
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A sector view on risk

Differentiating between the top three risks comes down to a sector-specific lens,
where a clearer picture emerges about their top challenge to growth:

Retail / Manufacturing  Automotive
Consumer

» Over a quarter of retail/consumer segment
CEOs (28 percent) are focused on supply
chain risk, as are manufacturing (25
percent) and automotive (26 percent).

B3] kPG 2021 CEO Outiook

17%

Energy Infrastructure Technology Telecoms Banking
» Energy CEOs (37 percent) and » Technology sector CEOs (31 percent),
infrastructure (19 percent) are focused on telecoms (32 percent) and banking (17
climate change. percent) are focused on cyber security.
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Chart 3
Changing threats to growth

2021*
Rank

Cyber security risk
Environmental / climate change risk
Supply chain risk

Emerging / disruptive technology risk

Regulatory risk

@ Operational risk

2020 Pulse*
Rank

@ Talent risk

Supply chain risk

@ Return to territorialism
Environmental / climate change risk
Cyber security risk

@ Emerging / disruptive technology risk

*Both 2021 survey and 2020 pulse survey were conducted in Jul and August
Source: KPMG 2021 CEO Outlook and KPMG 2020 CEO Outlook COVID-19 Special Edition

What also distinguishes individual risks is how
they have moved up on the agenda since 2020
— and two have seen marked rises:

» Supply chain risk (saw a rise of 10
percentage points from 2020): In the
research, 78 percent of CEOs lead
businesses that operate a supply chain,
with 56 percent of that group saying their
supply chain has been under increasing
stress over the past 18 months.

EZ] kPG 2021 CEO Outiook

» Tax risk (saw a rise of 8 percentage points

from 2020): Three out of four (75 percent)
CEOs believe that the pressure put on
public finances by the pandemic response
has increased the urgency for multilateral
cooperation on the global tax system. At
the same time, 77 percent agree that the
proposed global minimum tax regime is of
significant concern to their organization’s
goals on growth. Meanwhile, they're more

“We have watched tax
issues climb the priority
ladder of CEOs in recent
years, and with the breadth
and depth of change
coming to tax systems
globally, the reputational,

structural and financial
stakes have never been
higher.”

David Linke
Global Head of Tax and Legal, KPMG

worried about regulatory and tax risks than
they were prior to the pandemic. The
survey also found that 74 percent of CEOs
recognize the strong link between the
public’s trust in their businesses and how
their tax approach aligns with their
organizational values. As businesses aim to
build back better, a majority (69 percent) of
CEOs are feeling increased pressure to
report their tax contributions publicly as
part of their broader ESG commitments.
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Leading with purpose

The convergence of issues ranging from
climate change to social tensions has not just
created widespread uncertainty: it has called
into question the role that institutions play in
the world today. In this context, stakeholder
expectations of businesses have risen, and
the actions of organizations and their leaders

are under increasing scrutiny. Today, CEOs
aim to deliver the shareholder returns
investors expect and help build a better future
for society.

68°% 74%

Buipunogai
Sl ymmolB sBuipuly Aay|
Ul 80UBpIU0D

1uUeel Jo)
SV

» 68 percent say that “as confidence and » 74 percent recognize “large corporations

The research shows that CEOs are trust in governments decline, the public is have the resources — both financial and
embracing this dual challenge: looking to businesses to fill the void on people — to help governments find

societal challenges, such as gender solutions to pressing global challenges”.

E&] kPG 2021 CEO Outiook

inequality or climate change”.
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Chart 4

Majority of respondents say purpose is the defining business objective for majority of CEOs

64%

Source: KPMG 2021 CEO Outlook

Corporate purpose is key to meeting those
goals. Now, more than ever, people care
about what the companies they buy from
stand for. Purpose is connected to a
company's role in society, its impact on the
environment, how it sustains long-term value
and how it operates within its community. It
answers the question: “Why is our company
in business — and how will it stay relevant?”

B kPG 2021 CEO Outiook

CEOs recognize the importance of purpose.
For example, the research found that 87
percent said that purpose is central to building
their brand reputation. As Chart 4 shows, this
reflects the transition of business to multi-
stakeholder capitalism, with nearly two-thirds
(64 percent) saying purpose is the defining
objective of their business and only 13 percent
focused on managing shareholder value.

<« Our principal objective is to embed our purpose into
everything we do to create long-term value for all our
stakeholders, including customers, employees, investors
and communities

<« Our principal objective is to advance the public interest
and improve society

<« Our principal objective is to deliver economic returns to
our shareholders

CEOs are also focused on driving hard value
from purpose and embedding it in their
business and operating models to drive
tangible value and growth. We found that 89
percent of CEOs said that purpose plays an

important role in driving financial performance.
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Accelerating growth and the digital
agenda

Optimism is high, with 87 percent of CEOs
confident in their own company’s growth
prospects, and inorganic strategies will be
key to achieving this ambition:

69%

» 69 percent say they will primarily use
inorganic tactics, including strategic
alliances with third parties (the focus for
29 percent), M&A (24 percent), joint
ventures (11 percent) and outsourcing (6
percent).

B kPG 2021 CEO Outiook

31%

» 31 percent make organic growth — such
as innovation and R&D — their most
important route to growth.

As CEOs look to react quickly to how markets
have changed during the pandemic —
particularly digital-driven changes in
consumer preferences — M&A will likely be
key to quickly building new capabilities and
capitalizing on growth opportunities. Overall,
87 percent of CEOs say they're looking to
make deals in the next 3 years. Among that
number, 50 percent characterize their M&A
appetite as ‘high’, with CEOs likely to
undertake acquisitions that will have a
significant impact on their organization.

M&A will likely be particularly important for
driving digital innovation and acquiring
technology capabilities. The acceleration in
digital technologies we've seen during the
pandemic has meant that markets now
operate more quickly. There has been a reset
in the velocity of business, in areas such as
customer behaviors, and CEOs need to
ensure their companies are plugged in to this
new dynamic and leading the pack. CEOs are
shifting toward a cloud-first mindset, with half
(50 percent) saying that they intend to partner
with a third-party cloud technology partner in
the next 3 years in pursuit of their growth
objectives.
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The research shows that CEOs are embracing
the need to push the boundaries of their
business:

75%

» 75 percent say “we have an aggressive
digital investment strategy, intended to
secure first-mover or fast-follower status”.

BT kPG 2021 CEO Outiook

787

» 78 percent say “we need to be quicker to
shift investment to digital opportunities
and divest businesses that face digital
obsolescence”.

Frank Slootman, Chairman and CEQO,
Snowflake Inc.— the data cloud company —
believes that getting on the front foot is
critical, as there’s a tendency for businesses
to still put their faith in ‘business as usual’
even when digital is transforming markets
around them. “What a lot of CEOs are
experiencing is a need for this profound
transformation as a result of all things going
digital,” he says. “With the move to digital-to-
consumer, enterprises that have no choice
but to now approach the market digitally have
to learn a whole bunch of new tricks. But
everybody is sitting on their heels a little bit
— sitting in that business-as-usual mode to
try to anecdotally observe the world. But
what they really need is a profound grasp on
two areas: A, what's happening? B, what are
we going to do specifically to navigate these
thresholds?”
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