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The Deloitte CFO Survey – Fall 2010
Recovery is materializing

Introduction
It is our pleasure to present the Deloitte Fall 2010 CFO
Survey for Sweden, a semi-annual report providing a
picture of the CFO’s agenda in Swedish companies.
The overall sentiment in the current survey is that
recovery from the financial crisis and cyclical down turn
is materializing in Sweden, although the CFO outlook
varies in other parts of the world: in the UK optimism
has decreased, while positive sentiment is on the rise in
North America.

Key points from the Fall 2010 Survey
• Our survey shows that the economic recovery
is materializing in 2010 and the majority of
CFOs feel that the financial prospects for their
companies have improved, compared to the
Spring 2010 survey.
• 65% of CFOs expect increasing operating cash
flows in their businesses over the next twelve
months. These positive cash flow forecasts are
likely related both to the general economic
recovery as well as to the effects of implemented
restructuring activities.
• Bank borrowings continue to be rated as the
most attractive source of funding by responding
CFOs, which is likely to reflect low short-term
market interest rates and increased availability of
credit in 2010.
• The majority of CFOs consider Swedish
companies in general to be appropriately
leveraged even though short-term market interest
rates are expected to increase from the end of
2010.
• Difficulties in finding bank funding were seen
throughout most of 2009. The availability of
bank funding continues to improve, compared
to the surveys six and twelve months ago. This
development is in line with other survey results
across Europe.

• The M&A deal flow has picked up significantly
and 77% of the responding CFOs are expecting
enhanced M&A activity within the coming twelve
months. The increased activity since the credit
crunch appears to be mainly related to a “back
log” of deals, although this survey also indicates
that the improved availability of credit is a key
driver.
• In contradiction to the previous survey, the CFOs
appear to have changed their view on new share
issues with 31% of respondents considering now
not to be a good time to perform new share
issues. Only 4% of CFOs state it is likely that their
companies will perform a new share issue within
the next twelve months. This could be the result
of a number of relatively unsuccessful IPOs on the
Swedish market during 2010, which contributes
to uncertainty, but also that bank funding is less
cumbersome and remains fairly cheap.
• Surveys conducted in Europe during Q2 2010
indicated decreased optimism followed by
financial crises in several Euro-countries. The
North American Q2 2010 survey indicated
general optimism and that adapting companies’
growth strategies was demanding a great deal of
attention from CFOs. Even though the Swedish
survey was conducted later, the confidence of
CFOs in Sweden seems high and the survey
suggests there is little concern for a “double dip”.
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Current status of the Swedish economy

The Swedish economy continues its recovery after
the financial crisis beginning in 2008. According
to Riksbanken’s (the Swedish Central Bank) revised
figures, Swedish quarterly GDP has been growing
since the second quarter of 2009. Enhanced growth
has continued throughout the first half of 2010 mainly
driven by expansionary economic policy and increased
demand for Swedish export goods. The positive
development was indicated by the Swedish EMI (Export
Manager’s Index), reported in the Spring 2010 Survey.
However, since international demand partly relates to
the rebuilding of stock, Swedish exports are expected
to drop to lower levels during the latter months of
2010, according to Konjunkturinstitutet (the National
Institute of Economic Research). While the National
Institute of Economic Research has raised Swedish GDP
forecasts for full year 2010, the forecast for 2012 has
been lowered since our latest Survey . As of September
2010, the National Institute of Economic Research
predicts GDP in Sweden to develop as follows: 4.3% in
2010, 3.4% in 2011 and 3.0% in 20121.
The recovery has gone hand in hand with improved
confidence regarding the Swedish economy during
the first eight months of 2010. The National Institute
of Economic Research reports that approximately 50%
of Swedish households consider the current economic
situation to be better than a year ago. Households are
also optimistic about the development of the Swedish
economy over the next twelve months. Furthermore,
confidence in the business sector as a whole remains
at a higher level than the historical average. However,
confidence fell in August, in particular affecting
the retail trade in which confidence was below the
historical average as of August.
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As a result of optimism in the business sector and
increased exports during recent months, the labour
market has also slightly improved during the first
half of 2010, in contrast to the general consensus six
months ago. Nevertheless, unemployment – standing
at approximately 8.6% in May – is expected to decrease
only gradually and reach about 7.5% at the end of
2012, according the Swedish Central Bank.
Expansionary economic policy has been, and is
expected to be, an important driving force of the
Swedish economy in the remaining months of 2010
and in 2011. Our expectations for a raised repo rate  
in the Spring 2010 Survey were met, with the repo
rate2 having been raised twice to 0.75%. The Swedish
Central Bank has also slightly raised its expectations for
the repo rate, which is predicted to be around 2.6% in
the beginning of 2012.

1

The predictions of Swedish
GDP development made
by the National Institute of
Economic Research in Q4
2009 as we reported in our
Spring 2010 survey were as
follows: 2.7% in 2010, 3.3%
in 2011 and 3.8% in 2012.

2

The repo rate is the rate that
banks receive or pay when
depositing or borrowing funds
at the Swedish Central Bank
for a period of seven days.

The recovery has gone
hand in hand with
improved confidence
regarding the Swedish
economy during the first
eight months of 2010.
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Prospects
High expectations on cash generation

Our survey shows that the economic recovery is materializing in 2010. A majority of CFOs feel that the financial
prospects for their companies have improved compared to the Spring 2010 survey, which is in line with strong
macro-economic development in Sweden. The trend is similar in all industries and stretches from small to large size
organizations. Only 8% of respondents feel less optimistic compared to three months ago.
65% of CFOs expect increasing operating cash flows in their businesses over the next twelve months, while only
9% expect a decrease. Business-to-consumer related entities are most optimistic about the future. The positive
cash flow forecasts are likely to be a combination of increased demand and the effects of implemented/ongoing
restructuring efforts and cash management programs in businesses across many industry sectors.

Chart 1.
Financial prospects – Company specific

Chart 2.
Cash flow prospects – Company specific

Compared to three months ago how do you feel
about the financial prospects for your company?

How do you expect operating cash flow in your
company to change over the next 12 months?

Q3 2009

Q3 2009

Q1 2010

Q1 2010

Q3 2010

Q3 2010

59% of responding CFOs are more optimistic about
their specific financial prospects than three months
ago. The trend is similar in all industries and stretches
from small (sales less than SEK 500m) to large size
(sales more than SEK 1,500m) organizations. The
pace of recovery is picking up compared to the
Spring 2010 survey. Higher than average optimism
in general is also measured in other Swedish surveys
such as Konjukturbarometern in August (“the Swedish
Economic Tendency Survey”).
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There are significantly higher expectations of
increased cash flow over the next twelve months
among responding CFOs. Private consumptionrelated businesses such as manufacturing, retail and
transportation have increased more than average. With
increasing business volumes, many would expect a
buildup of working capital having a negative impact
on operating cash flow. However, working capital
reduction programs implemented during the credit
crunch appear to have had a mitigating impact.

Market views
Significant Private Equity M&A uptake

39% of CFOs rate Swedish companies as undervalued. Current CFO sentiment implies that Swedish companies are
considered to be developing and performing well, while market valuations have developed more cautiously. As a
benchmark, the OMX Nordic Exchange Index OMX Stockholm 30 increased by 12.6% so far in 2010.
The M&A deal flow has picked up significantly and 77% of the responding CFOs are expecting further increases in
M&A activity within the coming twelve months. During 2010 we have seen a significant recovery in deal flows and
M&A activity, primarily within Private Equity however also among strategic players, which is in line with the CFO
predictions in the previous surveys. The increased activity after the credit crunch is most likely related to a “back
log” of deals, however this survey also indicates that improved availability of credit is a key driver.

Chart 3.
M&A activity – Sweden in general

Chart 4.
Valuation – Sweden in general

Over the next 12 months how do you expect
levels of corporate acquisitions and divestments
in Sweden to change?

How do you currently rate the valuation of
Swedish companies?

Q3 2009

Q3 2009

Q1 2010

Q1 2010

Q3 2010

Q3 2010

The M&A deal flow has picked up significantly and 77%
of the responding CFOs are expecting further increases
in M&A activity. The strong development is a response
to the low levels of activity during the second half of
2008 and during 2009. Furthermore, CFOs expect that
Private Equity activity will increase significantly over the
coming twelve months, in line with what we have seen
on the Swedish market since Spring 2010.

Unchanged from the Spring 2010 survey, only 14%
of CFOs rate Swedish companies as overvalued. An
increased share of respondents, compared to the
surveys six and twelve months ago, rate Swedish
companies as undervalued. Furthermore, Swedish
companies are in general showing performance
improvements and are able to defend the significant
upturn in value over the last twelve months.
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Funding preferences
Bank financing remains first choice

Bank borrowings continue to be rated as the most attractive source of funding by responding CFOs, which is likely to
reflect low short-term market interest rates. The share of CFOs that rate bank borrowings as attractive has increased,
possibly because of the increased availability of credit in 2010. However, responses also indicate that some small to
medium-size companies are still struggling to obtain bank funding.
The majority of CFOs consider Swedish companies in general to be appropriately leveraged and even though short-term
market interest rates are expected to increase at the end of 2010, one in two respondents aims to keep current leverage
structures unchanged throughout the next twelve month period and almost 27% of the CFOs expect to increase gearing.
38% of CFOs respond that equity funding is still attractive, compared to only 16% finding this unattractive, despite the
clear trend towards increased bank funding. The current level of cash returns to shareholders is rated between normal
and low by the CFOs. Expectations for shareholder return on investments appear to have increased more slowly than the
recovery of profitability since the financial crisis.
In contradiction to the previous survey, the CFOs appear to have changed their view on new share issues with 31% of
respondents considering now not to be a good time to perform new share issues. Only 4% of the CFOs state it is likely
that their companies will perform a new share issue within the next twelve months. This could be the result of a number
of relatively unsuccessful IPOs on the Swedish market during 2010, driving uncertainty.
Chart 5.
Bank borrowing – Sweden in general

Chart 6.
Equity funding – Sweden in general

How do you currently rate bank borrowing
as a source of external funding for Swedish
companies?

How do you currently rate equity as a source of
external funding for Swedish companies?

Q3 2009

Q3 2009

Q1 2010

Q1 2010

Q3 2010

Q3 2010

The majority of respondents believe that bank
borrowing is currently an attractive source of external
funding, an increase of 8 p.p. compared to the previous
survey. The relatively low interest rates, as well as
banks’ ongoing willingness to lend on competitive
terms are likely to be the key drivers.
The share of CFOs considering bank borrowings as
unattractive decreased from 12% to 10%. A broader
outcome of the survey is, however, that there appears
to be a distinction between companies that have access
to bank funding and those that do not, with small/midsize companies having the greatest challenges whereas
large corporations with strong bank relationships can
access funding more easily.
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In line with the previous survey, 70% of CFOs consider
equity to be an attractive or neutral source of funding.
38% of respondents state that equity funding is
attractive, compared to 16% which believe equity
funding is unattractive. The result points to a high level
of shareholder confidence in return on investment. The
increased number of CFOs considering equity funding
unattractive could be explained by the improved
availability of bank funding in 2010.
The overall responses regarding bank borrowing and
equity funding (with attractive or neutral responses
of 70% or more) clearly show that both sources of
funding are currently viable options.

The majority of CFOs consider Swedish
companies in general to be appropriately
leveraged

Chart 7.
New share issue – Sweden in general

Chart 8.
Leverage – Sweden in general

Is now a good time for Swedish companies to
perform a new share issue?

Generally speaking do you think Swedish
companies’ balance sheets are over-,
appropriately or underleveraged?

Q3 2009

Q3 2009

Q1 2010

Q1 2010

Q3 2010

Q3 2010

In contradiction to the last survey almost one third
of the CFOs now believe it is not a good time for
companies to perform new share issues. This could
relate to a few less successful IPOs on the Swedish
market during 2010, which results in uncertainty.
Furthermore, almost 47% of the respondents saying
“No opinion” seems to indicate that CFO confidence on
this topic remains low.
Only 4% of respondents are likely to perform a new
share issue within the next twelve months and both
large and small-sized companies are represented.
However, some 45% of the responding CFOs that
represent large companies believe that now is a good
time to perform a new share issue.

The share of respondents deeming companies to be
appropriately leveraged remains at a similar level to
the previous surveys. 61% of respondents believe
that Swedish companies are appropriately leveraged
compared to 18% who responded either over- or
under-leveraged. The response is consistent with the
company-specific question, where about half of the
respondents intend to make no change in leverage over
the coming twelve month period.
It is notable that a significant increase of CFOs (from
8% to 14%) state that the balance sheets of Swedish
companies are underleveraged.  This is driven by CFOs
in large size companies, where 25-30% of respondents
are of the opinion that Swedish companies are
underleveraged.
The Deloitte CFO Survey - Fall 2010
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Chart 9.
Cash return to shareholder ratios – Sweden in general

Chart 10.
Balance sheet risk – Company specific

Do you think current cash return to shareholder
ratios (including dividends and share buybacks),
compared to a 10 year average, are high, normal
or low?

How has the level of financial risk on your
balance sheet changed over the past 12 months?

Q3 2009

Q3 2009

Q1 2010

Q1 2010

Q3 2010

Q3 2010

More than one third of the respondents think that
shareholders’ cash return on investment ratio is low but
this group has decreased compared to twelve months
ago. The response could be seen in light of positive
indications in the macro-economic environment and
increased dividends in many of the larger quoted
companies. The responses indicate that current
sentiments among CFOs lean toward continuing
increases in company dividends.
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The overall trend since the Fall 2009 survey is that
the financial risk on the balance sheet of Swedish
companies (with a focus on small to mid-size
companies) has decreased. Only 15% of the CFOs at
large size companies consider their balance sheet risk to
have increased over the past twelve months, versus the
total population at an average of 20%. 68% of CFOs
in the manufacturing sector consider their balance
sheet financial risk to have decreased or be unchanged
over the past twelve months, confirming the trend of
increased demand in several Swedish core industry
sectors.

Availability of credit
Improved access but interest rate
increases expected

Difficulties in obtaining bank funding were seen throughout most of 2009. However, the availability of bank
funding continues to improve from the surveys six and twelve months ago, according to responding CFOs. 25%
state that bank financing is “hard to get” compared with 29% in the Spring 2010 survey and 43% in the Fall 2009
survey. This development is in line with survey results across Europe. Again, the results confirm that small to midsize companies face greater obstacles in obtaining funding at acceptable terms compared to large corporations
with solid bank relationships and access to the corporate bond markets.
Interest rates are still considered to be very favorable by a significant majority of CFOs. The Swedish Central Bank’s
forecast indicate that the repo interest rate is likely to increase from the current level of 0.75% to an average of
1.9% in 2011 and to an average of 3.0% in 2012. 44% of the responding CFOs believe their companies are likely to
renegotiate loan arrangements/arrange for new credit facilities over the next twelve months, compared to 36% of
CFOs in early 2010.
Chart 11.
Availability of bank funding – Sweden in general

Chart 12.
Credit renegotiations – Company specific

How would you rate the overall availability of
bank funding for companies?

Is your company likely to renegotiate loan
arrangements/arrange for new credit facilities
over the next 12 months?

Q3 2009

Q3 2009

Q1 2010

Q1 2010

Q3 2010

Q3 2010

Bank funding is more readily available compared to
the surveys six and twelve months ago. The trend
is a natural development after the credit crunch
experienced in late 2008 and early 2009. The vast
majority of CFOs still characterize the short term market
interest rates in Sweden as low and attractive (see chart
5). The repo rate is currently 0.75%, having increased
from 0.25% during the last six months. However, every
fourth respondent still responds that bank financing is
“hard to get”.

With the increasing availability of bank funding,
44% of the respondents are likely to negotiate credit
agreements over the next twelve months. As market
interest rates are considered low and are rising
slowly, one would expect high pressure on financial
institutions’ margins and the possibility to lock in
financing at favorable terms.
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To be successful,
finance must develop
the capabilities that
will allow it to fulfill
its responsibilities to
the organization, meet
stakeholder expectations
and to service its key
business partners.
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The Deloitte CFO survey
An international outlook

Below we have compiled key points from current CFO surveys in the UK / Euro-zone
and in North America (performed in Q2 2010):
UK / Euro-zone
• Financial optimism decreased among CFOs and expectations of a “double dip”
increased. We note that these surveys were performed when financial crises
situations in several Euro countries remained in the headlines.
• Credit conditions are improving and CFO sentiment about credit availability is at the
highest level since the survey was first conducted in Q3 2007.
• CFOs see bond issuance as a more attractive way to finance their business than
bank borrowing or equity.
• The perceived attractiveness of raising equity shows a sharp decline.
• Expansionary policies to raise revenue and capitalize on growth have become areas
of increasing priority for CFOs over the last year, as cash flow and liquidity have
become less of a focus.
North America
• CFO optimism is mostly on the rise despite a challenging business environment and
increasing government action.
• All surveyed industries project revenue and earnings growth (9% and 17% year
over year on average, respectively) while keeping both costs and employment in
check.
• Social and other policy concerns are notable across most industries – not just
financial services, health care and energy.
• CFO work load stresses and finance organization challenges are primarily related to
growth and strategic ambiguity.
• Turmoil has pulled CFOs deeper into their operator and steward roles, and most
look forward to expanding their work as catalysts and strategists.

High risk concerns of Swedish CFOs
The Swedish election in September 2010 is creating some uncertainty among
CFOs. One question in the survey asked for what is “the one high-impact risk
that CFOs worry most about”. The responses to this question included the risk
for political decisions but most responses fall into the categories interest rates,
foreign exchange rates and development of the world economy (Europe / USA
/ Asia). Given that Sweden is, by nature, generally exposed to international
development due to its small currency and significant exports, it is notable that
most CFOs worry about things that are beyond their control.

The Deloitte CFO Survey - Fall 2010
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Insight to the CFO community

Finance is the lifeblood of an organization and
stakeholders have high expectations of the finance
function’s performance. An effective finance function,
which includes all aspects of finance, tax, treasury
and, typically, risk management, makes a positive
contribution to the achievement of the organization’s
strategic objectives and to its value creation goals. To
be successful, finance must develop the capabilities
that will allow it to fulfill its responsibilities to the
organization, meet stakeholder expectations and to
service its key business partners. The challenge for the
CFO is to create a finance function that has both the
capabilities and the flexibility necessary to meet the
desired levels of performance in these key areas.
At Deloitte, we provide the best advice to CFOs in both
the private and public sectors on the complex financial
and business challenges they face. We bring together
an unrivalled set of services from across the firm to
support finance leaders to take these decisions and to
support any resulting change or transformation in their
finance capability. The breadth of services, combined
with our ability to provide independent advice and the
capability to support both strategy and delivery sets us
apart in the market.

14

In order to further position ourselves as a pre-eminent
advisor to the CFO community, we also conduct the
Deloitte CFO survey – a survey of CFOs and group
finance directors of major companies. It captures
shifts in CFOs’ opinions on valuations, risks and
financing. It has become a benchmark for gauging
financial attitudes of major corporate users of capital
in countries around the world. At present, 14 Deloitte
member firms are conducting CFO surveys on either a
quarterly or semi-annual basis.

A note on methodology
For the purpose of the CFO survey around 3,000
CFOs in Sweden were approached. The CFOs
who responded represent companies across all
industries, with an annual turnover of SEK 100
million or more. The survey was carried out as a
web-based questionnaire during August 2010.
In total 208 CFOs responded to the survey,
representing a response rate of 7%. Given
the characteristics of the target group this is
considered a reasonable response rate.
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