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Deloitte CFO Signals Report 2024Q1

Deloitte CFO Signals is a quarterly global survey for investigating the thinking and actions of
leading Chief Financial Officers (CFOs). We share the highlights of survey results with analysis
from Deloitte Tohmatsu and publish the report as CFOs’ Signals.

In Japan, the survey was conducted for the first time in August 2015, making this the 36th edition.
This CFO Signals survey 2024Q1 edition consists of the “Survey on the Economic Environment,”
which is assessed globally in each edition; we analyze chronological changes in CFOs’ thinking as
well as the latest forecast at the time of the survey.

This CFO Signals 2024Q1 was conducted in May 2024, and we were able to receive responses
from 34 CFOs and finance/accounting executives.

Thank you for your cooperation.

Deloitte Tohmatsu Group
The CFO Program
June 2024
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Survey on the Economic Environment

@ Financial environment prospects

CFOs see the financial prospects as unchanged

Graph 1
Compared to three months ago, how do you feel about the financial prospects for your company?
Choose the most appropriate answer.
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Graph 1 shows how the financial prospects of the respondents’ businesses have changed over
the last three months. In this 2024Q1 survey, 68% of respondents said that the financial
perspective was “Mostly the same,” a continuing trend that significantly over half of
respondents felt this way. Compared to the previous survey, there was a slight decrease in
“optimistic” responses and a slight increase in “pessimistic” responses.

Looking back to this survey period, May 2024, there were still major concerns that the Japanese
economy is at stagnancy to some extent; a sluggish consumption due to a rising inflation rate,
a significant depreciation of the yen in the foreign exchange market, and a temporary
production stagnation due to the certification issues at automobile manufacturers. On the
other hand, it seems that CFOs view the financial prospect as unchanged due to positive factors
such as the realization of the basic wage increases in the "Shunto (annual labor talks)" and the
increases in inbound demand. Deloitte Tohmatsu foresees a steady expansion of the Japanese
economy and its ability to overcome deflation, and the fiscal environment is essentially viewed
as favorable.
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@ Business performance outlook

Revenue and profit continue to be on the upward tendency

Graph 2
How do you expect your key operating metrics to change over the next 12 months?
Choose the most appropriate answer.

[Revenue]

time
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Graph 2 shows the CFOs’ prospects for each company’s financial performance (revenue and
profit) for the coming year. A majority of respondents indicated that they expected both
revenue and profit to “Significantly increase” or “Slightly increase,” with 62% and 56%,
respectively. Indeed, corporate revenue and profit have reached their highest levels ever, partly
due to the depreciation of the yen. This favorable business performance outlook is a continuous
trend over the past few quarters and may reflect the perception that the Japanese economy is
steadily moving out of deflation. We expect that CFOs’ business performance outlook will
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remain positive. However, it is possible that the factors that have boosted corporate earnings
may gradually dissipate in the future, as the positive outlook for corporate earnings has
continued for a considerable period of time, and the depreciation of the yen, which had been
supporting earnings, seems to have peaked out.
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@ Uncertainty

Uncertainty remains high as ever

Graph 3
How would you rate the level of financial and economic uncertainty faced by your business?
Choose the most appropriate answer.
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Graph 3 shows the outlook for financial and economic uncertainty. A total of 85% of
respondents said that uncertainty was “Very high” or “High,” indicating that uncertainty
remains at high levels. This high level of uncertainty was provoked by the following economic
and geopolitical factors; the US and the EU increased additional tariffs against China, the further
prolongation of the Russia-Ukraine situation, and the temporary tension increase in the Middle
East, with events such as direct conflict between Iran and Israel. In addition to the uncertainty
of these political issues, CFOs feel that there is a wide range of other factors that contribute to
uncertainty, including inflation, exchange rate, the monetary policy of the US, Japan, and
European central banks, as well as the ongoing conflict between China and Western countries.
Given the continued presence of these risks above, the uncertainty seen by CFOs is expected to
remain at high levels in the future.
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e Key change factors in the Japanese economy

The exchange rate, monetary policy, and the shortage of human resources are the biggest key
change factors

Graph 4

For the items below, please choose up to four possible changes affecting the Japanese economy that you
believe need particular attention based on their likelihood and expected impact on business development
prospects over the next one-year period.
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(further depreciation of the yen etc.) 88%

Shortage of well-talented employees and labor force

65%

The monetary policy of the Bank of Japan (interest rate hikes
and the pace of lifting quantitative easing, etc.)

59%

Rise in production costs and inflation fears (labor wage,
crude oil, semiconductors, and transportation costs)

59%

Changes in industrial structure due to fintech,
Al utilization, and digitalization

18%

The government measures on inflation, economy,
and corporate financial aid

18%
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Increased tax/social insurance premiums . 9%
0
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Production reductions due to supply chain stagnation (critical
minerals, semiconductors etc.)

6%

Others 6%

Other CFOs' concerns in the Japanese economy
* Logistics issues
* Government trends

Graph 4 shows the key factors in the Japanese economy that CFOs will most closely watch when
preparing business plans over the next year. This time, the highest-ranking response was
“Foreign exchange trends” (second in the previous survey). At the end of April, the dollar/yen
exchange rate reached the weakest level of 1 USD = 160 yen for the first time in 34 years.
Despite a brief rise to mid-150 yen due to currency intervention by the Ministry of Finance, the
yen remains in the 155-160 yen range. In general, the depreciation of the yen is seen as a
negative impact on households, as it causes higher prices of goods due to the rise in import
prices. However, the weak yen is a tailwind for export companies, Japanese companies’
overseas businesses, and expansion of inbound consumption. In any case, given the significant
impact that major exchange rate fluctuations have on corporate performance, this issue will
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continue to be a key change factor for CFOs in the future. Deloitte Tohmatsu believes that the
US Federal Reserve may postpone any rate cuts until the end of the year, and expects the yen
to remain at its current level for most of the rest of the year.

In second place, “Shortage of well-talented employees and labor force” ranked lower than the
previous survey when it was first place, but it has been one of the top responses as a key change
factor over a long period. As seen in the significant wage increases and various employment
reforms in the Shunto, securing well-talented employees is likely to remain a challenge for CFOs
for the time being. Same as before, “The monetary policy of the Bank of Japan” ranked third,
suggesting interest in the impact on exchange rates and the trend in financing costs.
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@ Key change factors in the global economy

The US presidential election, the Chinese economy, and the US economy continue to be key
change factors

Graph 5
Please select up to four of the following risk events related to the international economy that you feel
are noteworthy in terms of probability and impact on business development over the next one-year
period.
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and Taiwan geopolitical risk, etc.)
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(import/export control,data movement restrictions,
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Geopolitical issues among Russia, Ukraine, and Europe - 29%

Expansion of demands to deal with environmental issues
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Others I 3%

Other CFOs' concerns in the global economy
« Indian presidential election, Indian market

Graph 5 shows what key factors in the global economy CFOs will most closely watch when
preparing their business plans over the next year. The top three were unchanged from the
previous survey: “US presidential election,” “China-related economic/industrial trends,” and
“US economic trends.” In the US presidential campaign, the trial of former President Trump is
underway, and on the other hand, President Biden is actively implementing policies to pre-empt
Trump, including raising import tariffs against China while his policies on the Middle East and
Ukraine issues continue to face challenges due to internal-external disagreement. The outcome
of the election remains uncertain. Although the Chinese economy seems to have bottomed out
temporarily due to government support measures, structural deterioration factors such as
declining incomes and the worsening of the real estate market continue. Conversely, the US

©
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economy has performed better than expected, and the sustainability of this trend will be closely
watched in the future. These key change factors will continue to be at the top of CFOs’ concerns.
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What is CFO Program?

The Deloitte Tohmatsu Group’s CFO Program is a comprehensive program to revitalize the
Japanese economy by supporting the CFOs of companies that it rests on and contributing to
improving the capabilities of CFO organizations. As a Trusted Advisor, we bring together
professionals from all walks of life to help CFOs solve challenges. In addition, we aim to improve
the competitiveness of Japanese companies by providing the latest information, including global
trends, and CFO-networking beyond corporate and industry boundaries.

Deloitte Tohmatsu Group
The CFO Program
Marunouchi Nijubashi Building, 3-2-3 Marunouchi Chiyoda-ku, Tokyo, 100-0005

Deloitte Tohmatsu Group (Deloitte Japan) is a collective term that refers to Deloitte Tohmatsu LLC, which is the
Member of Deloitte Asia Pacific Limited and of the Deloitte Network in Japan, and firms affiliated with Deloitte
Tohmatsu LLC that include Deloitte Touche Tohmatsu LLC, Deloitte Tohmatsu Risk Advisory LLC, Deloitte
Tohmatsu Consulting LLC, Deloitte Tohmatsu Financial Advisory LLC, Deloitte Tohmatsu Tax Co., DT Legal Japan,
and Deloitte Tohmatsu Group LLC. Deloitte Tohmatsu Group is known as one of the largest professional services
groups in Japan. Through the firms in the Group, Deloitte Tohmatsu Group provides audit & assurance, risk
advisory, consulting, financial advisory, tax, legal and related services in accordance with applicable laws and
regulations. With approximately 20,000 people in about 30 cities throughout Japan, Deloitte Tohmatsu Group
serves a number of clients including multinational enterprises and major Japanese businesses. For more
information, please visit the Group’s website at

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte
Asia Pacific Limited and their related entities, each of which is a separate and independent legal entity, provide
services from more than 100 cities across the region, including Auckland, Bangkok, Beijing, Bengaluru, Hanoi,
Hong Kong, Jakarta, Kuala Lumpur, Manila, Melbourne, Mumbai, New Delhi, Osaka, Seoul, Shanghai, Singapore,
Sydney, Taipei and Tokyo.

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk
advisory services to nearly 90% of the Fortune Global 500® and thousands of private companies. Our people
deliver measurable and lasting results that help reinforce public trust in capital markets, enable clients to
transform and thrive, and lead the way toward a stronger economy, a more equitable society and a sustainable
world. Building on its 175-plus year history, Deloitte spans more than 150 countries and territories. Learn how
Deloitte’s more than 450,000 people worldwide make an impact that matters at

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited (“DTTL"),
its global network of member firms, or their related entities (collectively, the “Deloitte organization”) is, by means
of this communication, rendering professional advice or services. Before making any decision or taking any action
that may affect your finances or your business, you should consult a qualified professional adviser. No
representations, warranties or undertakings (express or implied) are given as to the accuracy or completeness of
the information in this communication, and none of DTTL, its member firms, related entities, employees or agents
shall be liable or responsible for any loss or damage whatsoever arising directly or indirectly in connection with
any person relying on this communication. DTTL and each of its member firms, and their related entities, are
legally separate and independent entities.
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11


http://www.deloitte.com/jp/en
http://www.deloitte.com/

