On a slow and steady path of growth
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Key findings:
• Despite increased external uncertainty and geopolitical
challenges, Lithuanian CFOs feel more confident about the
financial prospects of their companies and are willing to
take more risk onto their balance sheets.
• Most of the Lithuanian CFOs expect moderate GDP
growth of 1.6-2.5% in 2016, somewhat more conservative
compared to official forecasts. Unemployment is expected
to further decrease.
• CFOs are now willing to raise additional debt as opposed
to maintaining the status quo, which was found in the
previous survey. Bank borrowing is clearly the most
attractive source of financing, followed by internal
financing and corporate debt. Equity financing has gained
some ground but is still perceived with caution.
• Revenue growth in current markets remains the most
important business strategy among both Lithuanian and
Central European companies. Pressure on operating
margins due to growth in salary level is expected within
the next year.
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Introduction

Despite increased external uncertainty
and geopolitical challenges, Lithuanian
CFOs feel more confident about the
financial prospects of their companies
and are willing to take more risks onto
their balance sheets.

I am pleased to present to you the fourth edition of
the Deloitte CFO survey for Lithuania, which is a part of
regional survey across Central Europe. The publication
addresses the issues and concerns of Lithuania’s CFOs,
related to economic, financial, geopolitical and business
matters. In addition, the survey includes a comparative
analysis of CFOs’ sentiments from other economies
across the region.
The surveyed CFOs represent companies from finance,
consumer business, TMT, energy, manufacturing, real
estate and other industries. Despite increased external
uncertainty and geopolitical challenges, Lithuanian CFOs
feel more confident about the financial prospects of
their companies. Moreover, Lithuanian CFOs became
slightly more optimistic than the average Central Europe
CFO. Although there is higher business uncertainty
in Lithuania compared to previous survey, Lithuanian
CFOs consider it is the right time to take greater risk to
the balance sheet, so, the proportion of risk-takers has
increased.

It is encouraging that Lithuanian CFOs are among the
countries with the highest capital expenditure growth
expectations. Also, for the fourth survey in a row
revenue growth from current markets is viewed as the
most important business strategy within the next year.
I would like to take this opportunity to thank all CFOs
for their participation in this survey, particularly for
the quality of their approach and significance of their
responses. I hope you will find our CFO survey relevant
and inspirational in your professional field.

Simonas Rimašauskas
Director of Audit Department
Deloitte Lithuania
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Sentiment: uncertainty
and risk

6

Central Europe CFO Survey 2016

7

1. Compared with six months ago, how do you
feel about the financial prospects for your
company?

2. How would you rate the overall level of
external financial and economic uncertainty
facing your business?

Despite continuing geopolitical tension and trade
sanctions from Russia, it appears that CFOs adapted
to the current situation and are feeling more optimistic
about financial prospects for their companies, compared
to their position six months ago. Respondents’ answers
positive net balance increased up to 40% (57%
optimistic and 17% pessimistic answers, respectively),
compared to 22% in previous survey. Due to the latter
increase, Lithuanian CFOs also became slightly more
optimistic than the average Central Europe CFO.

Overall financial and economic uncertainty has increased
significantly, with 31% respondents estimating the
uncertainty level as high, compared to 13% last year.
This shift is in line with other Central European countries.

Outlook on financial prospects (%)

General level of external financial and economic
uncertainty (%)

52%

50%

2%

45%

3%

41%
39%

38%

Lithuania

Sentiment: uncertainty and risk

31%

26%

26%

26%
21%
17%

64%

10%
7%
3%
High

Very optimistic
March 2013

8

October 2013

Somewhat optimistic
October 2014

Unchanged

Normal

Low

Very low

Less optimistic

October 2015
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3. Which of the following factors are likely to
pose a significant risk to your business over
the next 12 months?

4. Is this a good time to be taking greater risk
onto your balance sheet?

Lithuania

Although there is a higher business uncertainty,
Lithuanian respondents believe it is the right time
to take greater risks onto the balance sheet. The
proportion of risk-takers has increased in comparison
to the previous year. This view could be fuelled by a
historically low interest rate and aim to achieve the
required return. This view, however, significantly differs
from other Central Europe countries, where respondents
are more conservative and the majority are unlikely to
assume additional risks.

Decrease of domestic demand is viewed as the most
significant threat to companies in Lithuania (37% of
respondents, highest in Central Europe), while the
region’s most common factor is higher competition and
market pressure for price decrease.

Is this a good time to be taking greater risk onto
your company’s balance sheets?(%)

Factors are likely to pose a significant risk

72%
2%
2%

3%

7%
61%

63%

57%

3%
37%

5%

43%

3%

39%

37%

14%
28%
14%

10

10%

Recession and decrease of domestic demand

Shortage of qualified workforce

Recession and decrease of foreign demand

Exchange rate risk

Market pressure for price decrease of offered goods/services

Insolvency and payment bottlenecks in the economy

Increase in costs of running a business (price increase of materials,

Unstable corporate and tax law

workforce, services)

Increasing business regulations in your country

Lack of access to financing

Geopolitical risk

Yes
March 2013

No
October 2013

October 2014

October 2015
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Perception of the
economic situation
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Perception of the economic situation
5. CFOs expectations for the country economic
GDP growth for the year 2016:

6. Over the next 12 months how do you expect
levels of unemployment to change in your
country?

87% of respondents forecast moderate to medium GDP
growth of 0.6-2.5% for 2016. CFO forecast average is
slightly below the official forecast of the Central Bank
of Lithuania (2.9%), the Ministry of Finance (3.2%) and
most of the other financial institutions. Despite being
relatively pessimistic, CFOs expectations rebounded
from low 2015 survey expectations (0.6-1.5%).

CFOs expectations regarding the decrease of
unemployment is in line with other market participants.
However, only 5% of respondents in Lithuania see
workforce shortage as most important business risk for
the next year.

Expected change in unemployment level in Lithuania over the next 12 months (%)

Lithuania

CFO expectations for Lithuanian GDP growth at the time
of the survey (%)

73%

2% 2%

10%

58%
48%

36%

35%

32%

48%

36%

23%

51%
17%
13%

10%
≥3,5%

2,6% - 3,5%

1,6% - 2,5%

0,6% - 1,5%

≤0,5%

3%

3%

Increase
significantly
March 2013

14

October 2013

Increase
somewhat
October 2014

Remain the same

Decrease
somewhat

October 2015
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a. Where do you expect significant shortages
with talent in finance over the next year?

Despite the decreasing unemployment rate, 66% of
CFOs do not expect talent shortages in the finance
within the next 12 months (only 48% of respondents
did not expect shortage last year).

The largest finance talent shortage will be in senior
(60%) and middle level (40%) positions. The lowest
shortage is for graduate, junior and middle level
staff, implying a sufficient supply from educational
organisations. However, the overall shortage has shifted
toward a more junior level in comparison to last year,
when 55% of respondents identified shortage of top
level professionals.

Expectations for talent shortages in finance over
the next year (%)

Positions where significant shortages in finance talent are expected over the next year (%)

Lithuania

7. Do you expect talent shortages in the finance
area over the next year?

66%
60%
60%

55%
53%

52%

48%

47%

45%
40%

40%
34%
25%

24%
20%

10%
7%

7%

Graduate level
Yes
March 2013

16

Junior level

Middle level

Senior level

Top level

No
October 2013

October 2014

October 2015

October 2014

October 2015
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8. Over the next 12 months how do you expect
levels of M&A to change in your country?

9. To what extent have the events in Greece
over the last months changed the prospects
for achieving a stable and closely integrated
European monetary union in the longer term?

Lithuanian CFOs continue to expect M&A market activity
to increase over the next year, with no material change
from last year. Lithuania remains the second most
optimistic country in the region, behind Bulgaria.

Most of the Central European CFOs view the latest
events in Greece in a more negative light, despite a
reached agreement and a successful end to the debates
between both sides. Lithuanian CFOs, being the
newest members of the Euro club, are among the least
pessimistic in Central Europe.

Current views on Greece events in the last months (%)

Expected change in M&A levels in Lithuania over the next 12 months (%)
70%
61%

61%

Lithuania

48%
59%
34%

35%

32%

32%

27%
12%

3%

3%

Increase
significantly
March 2013

6%

3%

October 2013

Increase
somewhat
October 2014

October 2015

Neutral

7%
5%

Decrease
somewhat

Improved
prospects
somewhat

No effect

Damaged Damaged
prospects prospects
somewhat significantly

October 2015
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10. What was the key Euro introduction benefit
to your business so far?

11. How were your business exports affected by
Russian sanctions?

41% of Lithuanian respondents have not noticed any
measurable benefit due to euro introduction, implying
that a majority of the CFOs have experienced certain
positive effects to their business. Key benefits include
lower currency exchange and transaction costs (27%)
and higher visibility and simplicity of doing business
internationally (12%).

A vast majority (85%) of CFOs’ businesses did not
export to Russia, thus did not experience any direct
impact. Of the 15% of companies which had direct ties
with Russia, 8% managed to compensate decline with
increased exports to other markets or were not affected
at all. Only 7% experienced a decrease in overall level of
exports.

Current views on Euro introduction benefits to business (%)

Current views on Russian sanctions (%)
41%

Lithuania

85%

27%

12%
9%

9%
3%

Higher visibility
and simplicity
of doing
business
internationally

Increased
demand in
domestic
market

Lower
financing costs

Lower currency
exchange and
transaction
costs

No measurable
benefit

Other

5%

7%

Decreased exports to
Russia but
compensated by higher
exports to other
markets

Decreased overall level
of exports due to lower
exports to Russia

3%

Export level to Russia
not affected or
increased

We are not exporting to
Russia

October 2015
October 2015
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Evaluation of financial
instruments
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12. What is your aim for your level of gearing
over the next 12 months?

13. How would you rate the overall availability of
new credit for companies nowadays?

CFOs’ answers indicate that more than half of the
companies may have reached an optimal capital
structure for the current conditions and are not planning
to change the level of financial leverage over the next
12 months. However 37% of Lithuanian respondents
(second highest share in CE) aim to raise gearing level
within next year.

The majority of CFOs consider current credit availability
at normal level, with slight shift to more optimistic
level in comparison to last year. This view is also in
line among CFOs from other Central Europe countries.
Consequently, only 3% of the total region’s respondents
see the lack of access to financing as most significant
risk to their business for the next 12 months.

CFOs' gearing targets over next 12 months (%)

CFO views on the current availability of new credit (%)

Lithuania

Evaluation of financial instruments

70%
63%

65%

63%
59%

54%

37%

37%

37%

37%

33%
30%

29%

27%

26%

23%
20%
17%

17%

13%
10%

Raise
March 2013

October 2013

No change
October 2014

13%

Reduce

Easily available

Normally available

Difficult to obtain

October 2015
March 2013
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12%

8%

October 2013

October 2014

October 2015
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14. In your view how are financing costs for
companies in your country likely to change
over the next 12 months?

15. Over the next three years, you expect your
ability to service your debt to:
Over the next three years, CFOs expect their companies
to increase their ability to service debt. Keeping in
mind that interest rates are expected to increase, this
answer likely implies an increase in operating cash flow,
offsetting the negative effect of higher interest rates.

Despite the continuance of European Central
Bank’s Quantitative Easing policy, half of Lithuanian
respondents expect financial costs to increase within the
next 12 months, a notable shift from last year’s results.

Expected change in companies' ability to service their debt over the next three years (%)

Lithuania

Expected change in financing costs for companies in Lithuania over next 12 months (%)

64%

68%
58%

60%

48%

47%

45%
40%

37%

41%

40%

33%
30%
23%

27%

23%

19%
16%
10%
6%

3%

3%

2%

Increase
significantly
March 2013

26

October 2013

Increase
somewhat
October 2014

October 2015

Remain the same

10%

7%

3%

Decrease
somewhat

7%

7%
3%

Decrease
significantly

Increase
significantly
March 2013

7%

3%

October 2013

3%

Increase
somewhat
October 2014

Remain the same

Decrease
somewhat

3%

2%

Decrease
significantly

October 2015
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16. How do you currently rate [bank borrowing/
corporate debt/equity/internal financing] as a
source of funding for your company?
Attractiveness of bank borrowing increased significantly
among Lithuanian CFOs, compared to the survey
conducted last year. 63% of respondents rank bank
borrowing as either very attractive or attractive. On
the other hand, most of the other Central European
countries prefer internal financing to bank borrowing.
Lithuanians rank corporate debt attractiveness
somewhat higher than their peers in other countries,
while equity financing is not viewed favourably in most
parts of the region.

How do you currently rate the following sources of funding for your company?

14%

Very unattractive

Somewhat unattractive

8%

Neither attractive nor unattractive

9%

17%

29%

Attractive

12%

31%

37%

Very attractive

26%

0%

20%

34%

40%

12%

Bank Borrowing
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22%

10%

40%

46%

20%

22%

12%

60%

Internal Financing (IF)

80%
Equity

100%

120%

140%

160%

Corporate Debt

Central Europe CFO Survey 2016

29

Strategies for
development and
expected changes
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Strategies for development and expected
changes
18. Please state to what degree the following
strategies are likely to be a priority for your
business over the next 12 months? (Attribute a
priority to each option. Rank the options from
1 to 6, being 1 - Least important and 6 - Most
important)

Both Lithuanian and other Central European CFOs are
optimistic about next year’s revenue growth. Lithuanian
CFOs are also among the countries with the highest
capital expenditure growth expectations. On the other
hand, Lithuania is the only country where more CFOs
expect operating margins to decrease rather than
increase, this is most likely due to an expected growth
in remuneration expenses.

This is the fourth consecutive survey where revenue growth
from current markets is viewed as the most important
business strategy for the next year. Moreover, in 2016
survey its importance increased compared to 2015 edition.
Importance of revenue growth in new markets increased
for Lithuanian as well as most of the other Central
European respondents, likely due to geopolitical matters.

a. Revenue Growth (current markets)
b. Revenue Growth (new markets)

On the other hand, CFOs focus on direct and indirect cost
reduction is declining, indicating an increased efficiency
of operations. Improving liquidity was not the concern for
most of the respondents, showing a decline to an even
lower level this year.

c. Cost reduction - direct costs
d. Cost reduction - indirect costs
e. Improved liquidity

New investments were ranked at a moderate level of
importance, with no significant change from the prior year.

f. New Investments

Outlook on company's prospects related to revenues, operating margins, capital expenditure and number of employees

Decrease significantly

CFO views in October 2015 on their companies' business focus in years to come (1 - least important, 6 - most important)

New investments

3% 3%

23%

Improved liquidity
Decrease somewhat

12%

34%

24%

Cost reduction - direct costs
Increase somewhat

33%

7%

10%

7% 7%

0%

20%

Revenues
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Revenue growth (current markets)
40%

Operating margins

60%

14%

20%

23%

6%

20%

80%

Capital expenditure

25%

15%

Revenue growth (new markets)
Increase significantly

25%

18%

7%

9%

9%

19%

23%

4%

33%

26%

13%

9%

37%

41%

19%

44%

2%

39%

41%

41%

19%

18%

20%

Cost reduction - indirect costs
No change

Lithuania

17. In your view, how are the [revenues/operating
margins/capital expenditures (CAPEX)/number
of employees] for your company likely to
change over the next 12 months?

100%

120%

Number of employees

140%

160%

22%

6%

9%

12%

13%

8%

0%

15%

20%

1

2

3

4

13%

21%

40%

5

18%

26%

39%

60%

80%

100%

6
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19. To what extent is business remodelling or
restructuring likely to be a priority for your
business over the next 12 months?

Lithuania

An increased number of Lithuanian CFOs consider
business remodelling or restructuring a priority, seeking
to reshape their strategy. However, the proportion is still
below the Central European average.

Expectations of the extent to which business remodelling / restructuring will be a priority for companies over
the next 12 months (%)
67%

52%

50%

48%
40%
35%
32%
27%

20%
13%

10%
7%

Strongly
March 2013

34

October 2013

Somewhat priority
October 2014

Not a priority

October 2015
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Contacts
For more information on the Deloitte CFO Survey please contact:
Simonas Rimašauskas
CFO Programme Leader
Director of Audit Department
srimasauskas@deloittece.com
Tel. +370 5 255 3000
Marius Stalenis
Assistant Director
Financial Advisory
mstalenis@deloittece.com
Tel. +370 5 255 3023
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Lina Pradkelienė
Marketing Department
lpradkeliene@deloittece.com
Tel. +370 5 255 3030

We would like to thank all participating CFOs for their efforts in completing our survey. We
hope the report makes an interesting read, clearly highlighting the challenges facing CFOs,
and providing an important benchmark to understand how your organization rates among
peers.
About the survey
The 7th CE CFO survey was conducted between August and October 2015. The findings discussed in this report represent the opinions of 489
CFOs based in 11 European countries: Bosnia and Herzegovina, Bulgaria, Croatia, the Czech Republic, Hungary, Lithuania, Poland, Romania, Serbia,
Slovakia and Slovenia.
Deloitte CE CFO survey is a “pulse survey” that provides CFOs with information regarding their peers’ thinking across a variety of topics. It is not,
nor is it intended to be, scientific in its number of respondents, selection of respondents, or response rate —especially within individual industries.

This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, any of its member firms or
any of the foregoing’s affiliates (collectively the “Deloitte Network”) are, by means of this publication, rendering accounting,
business, financial, investment, legal, tax, or other professional advice or services. This publication is not a substitute for such
professional advice services, nor should it be used as a basis for any decision or action that may affects your finances or your
business. Before making any decision or taking any action that may affects your finances or your business, you should consult
a qualified professional adviser. No entity in the Deloitte Network shall be responsible for any loss whatsoever sustained by any
person who relies on this publication.
The figures in this report have been rounded to the nearest whole number (percentage) and calculation of percentages may
be based on underlying, unrounded figures. As a result, there may be rounding differences and numbers may not add up to
100%.
***
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL” or
“Deloitte Global”), its network of member firms, and their related entities (collectively, the “Deloitte Network”). DTTL and each
of its member firms are legally separate and independent entities. DTTL does not provide services to clients. Please see www.
deloitte.com/about for a more detailed description of DTTL and its member firms.
Deloitte provides audit, tax, consulting, financial advisory and legal services to public and private clients spanning multiple
industries. With a globally connected network of member firms in more than 150 countries and territories, Deloitte brings
world-class capabilities and high-quality service to clients, delivering the insights they need to address their most complex
business challenges. Deloitte’s approximately 225,000 professionals are committed to making an impact that matters.
Deloitte Central Europe is a regional organization of entities organized under the umbrella of Deloitte Central Europe Holdings
Limited, the member firm in Central Europe of Deloitte Touche Tohmatsu Limited. Services are provided by the subsidiaries and
affiliates of Deloitte Central Europe Holdings Limited, which are separate and independent legal entities.
The subsidiaries and affiliates of Deloitte Central Europe Holdings Limited are among the region’s leading professional services
firms, providing services through more than 5,000 people in 41 offices in 17 countries.
This communication contains general information only, and no entity in the Deloitte Network is, by means of this
communication, rendering professional advice or services and shall be responsible for any loss whatsoever sustained by any
person who relies on this publication.
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