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Foreword

Welcome to the Deloitte Southeast Asia CFO 1H 2014 survey
report, designed exclusively for CFOs to have an opportunity
to have their say on the latest hot topics and issues. The
main focus of this survey is to explore the growth strategies
employed by corporations in Southeast Asia and their biggest
impediments to realising them.
Despite the volatility in the current global economic landscape, the optimism levels of
CFOs in this region are growing, albeit gradually.
The financial crisis of 2008 has had a significant impact on consumer spending,
globally, both as an individual and commercial level. The economies in Southeast
Asia are continuing to flourish through imposed structural changes, thereby leading
consumer business companies to shift their focus from the West to the East. The
diversity of the region means that companies must strike a balance between global
scale and local relevance in order to succeed. Indeed, Indonesia was revealed by this
survey as the key market for the consumer business industry.
Across companies of all sizes and industries, organic growth still emerges as the
main approach considered by companies in pursuit of increased market share. Today,
the degree of success in this dynamic region will greatly depend upon the speed of
responsiveness to the risks and opportunities of the emerging markets. Consequently,
we are witnessing the region’s objectives and priorities shifting, seemingly from
a traditional focus of nation-building and socio-economic progress, to a more
commercial framework around economic growth and performance. Our study shows
that while these developments are evolving, companies are significantly challenged by
a number of factors including the misallocation of resources, increased costs in doing
business, reduced investments, lower FDI and the ongoing issue of red tape.
We would like to thank the CFOs who participated in this study for sharing their
thinking with us. We hope that you will find the report both interesting and valuable.

David Pacis
Executive Director, Consulting
SEA CFO Program Leader
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Executive Summary

CFO optimism
An increase in optimism from the last six months has been driven by manageable inflation
and moderate interest rates. Interestingly, the study revealed the most cynical CFOs are
those from the consumer business (CB) industry, where 47% of CFOs are less optimistic
about the future despite the expected increase in activity in this sector over the next three
years.

Consumer market dominance

Key Highlights:
• CFOs in Southeast Asia are slightly more
optimistic than six months ago, reflecting
growing confidence that conditions are
stabilising.

The diversity of Southeast Asia continues to present an arena of opportunities, with
Indonesia rising in significance. 72% of polled companies consider this region as a large,
diverse and rapidly growing consumer and retail market. The region’s economic growth
and improvement in infrastructure continue to support and raise overall standards of living
which results in a large and growing middle class with higher average incomes, unlocking
greater consumer spending. Consumption patterns, however, vary across the region.

• Despite comparatively high economic
growth rates, increasing openness of their
economies and more available skilled
labour, 72% of the polled companies use
Southeast Asia primarily as a consumer
market.

Organic vs Inorganic growth

• Organic growth was ranked the most
preferred approach for market share
expansion, followed by collaboration/
partnering agreements and M&A,
respectively.

65% of companies polled are inclined to grow their businesses organically through
innovation and strengthening their internal capabilities, followed by collaboration/
partnering agreements and M&A. Although the region is ranked as one of the riskier
economies for M&A deals, it also offers greater rewards.
59% of CFOs ranked bureaucracy and red tape as one of the greatest obstacles faced
by companies today, followed by competition from local companies and infrastructure
availability.

Stepping up as a business partner
As CFOs in Southeast Asia strive to be business partners, they must go past the traditional
role of historical reporting to one that provides data-driven insights and forward-looking
recommendations to steer organisational growth. Today, the majority of CFOs are
providing information for decision-making with an ambition to be a corporate strategist
and decision-maker.

• In an attempt to drive growth, companies
in the region tend to invest in new
products and service offerings, and as a
result, increase the importance of sales
and marketing to launch these new
offerings into the market.
• 59% of CFOs polled ranked bureaucracy
and red tape as their biggest obstacle in
Southeast Asia, excluding Singapore.
• More than 50% of polled CFOs believe
that the implementation of the AEC will
have little or no bearing to their company’s
regional activities.
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Looking Ahead

48%
24%

28%

24%
Internal factors

4%

Internal factors

24%
External factors

20%
External factors

Less optimistic

No notable change

More optimistic

Figure 1. CFO optimism relative to the last quarter

Globally, our Q2 2014 CFO Signals survey showed a steady rise in CFO optimism over the last four consecutive quarters, reflecting growing
confidence that conditions are stabilising. This continued optimism is consistent with the sentiment here in Southeast Asia where economic growth
is expected for the foreseeable future.
The slight increase in optimism from 44% to 48% in the last six months has been driven by manageable inflation and moderate interest rates.
Companies in the region have been cautious and careful about investments, due to the political unrest in Thailand and the uncertainties
surrounding the general elections in Malaysia and Indonesia, but now return to their original plans.

Industry outlook
The optimism of both private and public company CFOs polled remain consistent with the overall outlook of the region. However, the most
cynical CFOs are those in the consumer business industry, where 47% of CFOs are less optimistic compared to only 32% who are more positive.
As consumers become more sophisticated and demanding, CB companies are finding it harder to keep up. Today, consumers dictate when, where
and how they engage with brands through social media and other various digital means, resulting in them playing both roles of critic and creator.
The rise of social media gives CB companies the opportunity to gain a deeper understanding of consumer behaviours in order to develop a more
transparent relationship with their consumers. That being said, consumer engagement needs to go beyond the marketing function; it requires
better collaboration across different parts of the business in managing different touch points through the development of consumer-centric
business models.
Representatives from other industries, such as financial services, manufacturing, life sciences, technology, media and telecommunications, and
energy & resources, express optimism between 45% to 57% driven almost equally by internal and external factors.

Indonesia polls the highest level of optimism in SEA
Not surprisingly, the highest rate of optimism was found among Indonesian-based CFOs with 56% of optimists. In addition to the uncertainties
related to the general elections, Indonesia has to deal with a high current account deficit as well as slowing investments and subdued exports.
Despite these challenges, the economy has held up well, with consumer spending and government expenditure driving growth.
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Riding the SEA growth wave

Southeast Asia now and in 2017
As the dynamics of Southeast Asian countries continue to present an arena of opportunities, it is not surprising to see the rise of
expected growth over the next 3 years in Indonesia, Malaysia, Myanmar, Philippines, Thailand and Indo-China; while anticipating a
slight decline for the most mature market in the region, Singapore.

+14%

Indo-China (Cambodia & Lao PDR)
50% of the polled CFOs consider this sub-region as important for
their organisation today and over 60% expect Indo-China to rise
in importance in the next three years. Companies looking to take
advantage of lower labor costs and investment opportunities will
continue to face infrastructure and other structural impediments.

Indo-China
50%

64%

+20%

Myanmar
Today just 16% of the polled CFOs consider Myanmar important,
and 36% expect this importance to grow by 2017. This is attributed
to Myanmar's rich resources, youthful population, geographical
location and freer market. However, there is still a large disparity
observed between Yangon and Mandalay compared to the rest of
the country in terms of infrastructure and poverty levels.
The success of this market will be largely dependent on the
implementation of government reforms and policies. Despite the
cost and geo-strategic advantages Myanmar can offer, its overall
importance is still vastly overshadowed by Indonesia, Singapore,
Thailand, and Indo-China for the time being.

16%

Myanmar

36%

+7%
66%

Malaysia

73%

+17% Indonesia
66%

83%

Malaysia
Today, Malaysia is considered almost equally as
important as Indonesia. However, Indonesia will outpace
Malaysia in importance in three years, as the Malaysian
market is mature, the labour market is growing tighter
and costs are on the rise.

Figure 2. Importance of SEA countries for the companies today
and in the next three years

Importance of SEA countries today
Expected importance in the next three years
*Percentages are a collective representation that respondents
classified as "most"and "some" level of importance.
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Thailand

+4%
Thailand

Importance today

Thailand is already one of the more mature
manufacturing locations in the region and is ranked highly
with over 60% of the polled CFOs today recognising its
importance. This will continue to increase - albeit slightly
- in the next three years as companies start broadening
their manufacturing and consumer base in the region.

Projected in 2017
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Philippines
61%

65%

+14%
Philippines

38%

Despite the size of the population, the age
distribution and language capabilities in the
Philippines, only 38% consider this country today
as an important market for their companies. The
importance is expected to rise by 14% in the next
three years, however overall it will remain the second
least important market in the region.

52%

Singapore

Singapore

-5%
62%

57%

Being the most mature market of the region, Singapore is the
only country that is polled to decrease in importance over the
next three years.
Singapore is a smaller market and as such limiting the
opportunity for growth relative to its counterparts in SEA.
Note the limitation with this particular view is that over two-thirds of
survey participants based in Singapore hold global or regional roles and
are responding from this perspective, which might not be fully reflective of
the Singaporean market.

Indonesia
66% of CFOs polled believe that Indonesia is equally as important as Malaysia today. However,
this importance increases to 83% of CFOs believing that Indonesia will be their most important
market strategically for their companies’ growth and performance goals three years from today.
Indonesia’s credit rating has been recently upgraded by international financial services
companies like Standard & Poor’s, Fitch Ratings and Moody’s. Southeast Asia’s largest
economy’s resilient economic growth, low government debt and prudent fiscal management
are some of the reasons for this advancement. These positive developments attract continuously
more foreign direct investment and portfolio flows into the country.
Additionally, the launch of a universal healthcare system in 2014 is expected to boost demand
for medical services, making the life sciences and healthcare industry one of the most appealing
sectors in the near and medium terms.
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"For SEA markets, the accessibility of the
consumer markets are still being assessed
and there are still a lot of uncertainties in
putting investments into those markets."
Regional CFO of a US Consumer Business company based in
Japan.
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Figure 3. The importance of SEA for Consumer Business

Consumer Business
69%

83%

As labour markets remain relatively tight, wages will rise
and in turn increase private consumption. The biggest
potential for growth lies in increased household spending
for the middle class in emerging Asia.

64%
84%

61%
73%

82%

93%

Singapore (82%) and Thailand (84%) are regarded as the
most important markets for the consumer business sector
in the current regional landscape. This is predicted to
change in three years. According to figure 3, Indonesia
will become the key market in the region and Singapore
and Thailand are projected to decrease in importance by
2017.

64%
27%

50%

9%

67%

30%

Indo-China

Philippines

Singapore

Indonesia

Myanmar

Thailand

Malaysia
*Inner circle: Importance today

*Outer circle: Projected in 2017

Life Sciences
Companies today consider Indo-China, Indonesia and Malaysia as important markets for their products and
predict that three years out, the focus will be on Indo-China, Indonesia and Thailand, and to a lesser extent on
the Philippines and Myanmar. The CFO survey participants in this sector expect a decline in importance of the
Singaporean and Malaysian markets.

Manufacturing
Today, Indo-China, Indonesia, Malaysia and Thailand are recognised as the more established manufacturing bases
in the region. The industry representatives forecast an increase in importance for Indonesia and to a lesser extent
for Myanmar and Thailand. Singapore and Indo-China are expected to reduce in importance.
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Unlocking the consumer market

Despite the comparatively high economic growth rates, increasing openness of their economies and
availability of skilled labour, polled companies use SEA primarily as a consumer market.

Figure 4. Use of SEA Markets

Consumer Market

72%

Regional Office Location for APAC

36%

Production Location

33%

Investment Market

32%

Resource Location

Research Location

27%

7%

72% of polled companies use SEA as a consumer market.
Southeast Asia as a whole represents a large, diverse and rapidly growing consumer and retail market. The region’s economic growth and
improvement in infrastructure have supported and raised the overall standards of living, which results in a large and growing middle class with
higher average incomes and a greater ability to spend on consumer goods and services. Not surprising, close to 90% of those polled in industries
such as consumer business, financial services and life sciences focus on using the region to sell their products & services, compared to 59% in
manufacturing.
The participating companies from Singapore, Malaysia and Thailand use their countries primarily as consumer markets while only 50% of the
Indonesia-based companies do.
Consumption patterns, however, vary across the region. Myanmar and Indo-China remain emerging economies while others especially – Thailand,
Malaysia, and Indonesia - have matured beyond emerging status to become significant economies with strong consumption bases. Singapore, while
small in population terms, now generates more GDP per capita than the U.S. and most EU countries. However, what is consistent across the board
is a trend of rising household and disposable incomes which are key to unlocking greater consumer spending.
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Regional office location for APAC
The second most popular use for Southeast Asia by global multinationals is cementing a regional office or hub in Singapore or Indonesia. Malaysia,
Thailand and Vietnam are less attractive for this use as these countries pose different challenges for regional operations.
From an industry perspective, the study finds that 70% of life sciences companies maintain regional offices in Southeast Asia, compared to 41% of
manufacturing companies and just over 20% of consumer business and financial services companies.

Production location
Surprisingly only 33% of the polled companies use Southeast Asia as a production location despite the economic and geographical advantages
this region has to offer. As expected, manufacturing companies have the highest use with 59%, followed by life sciences with 50% and consumer
business with only 21%.
In tandem with the rising costs in China, Southeast Asia is becoming more attractive as the next low-cost manufacturing base in APAC. With a
growing large economy of Indonesia and the maturity of low-cost countries such as Thailand and Malaysia, Southeast Asia will soon become the
next epicenter of market demand after China and India.
Traditionally, manufacturing bases are best located in the proximity of demand to minimise the total landed cost of the products unless the high
cost of production in that proximity negates the cost saving of shifting the manufacturing base to a significantly lower-cost country — much like
the case we see in most countries where China is their primary manufacturing base. However, the rising oil prices and increasing volatile domestic
demands are beginning to shift the cost and time benefits of producing closer to demand. With the growing Southeast Asian economy and the
relatively low cost of production in this region, we are seeing Thailand as a traditional base for production in the region, followed by Malaysia and
to a smaller extent by Indonesia. Given the size and cost of Singapore, only 33% of the companies in that market use it for production.

Investment location
Even though the region is growing and their governments are actively promoting investment opportunities, overall only 32% of the polled
companies use the region for investment. By industry, 62% of financial services companies use these markets for investment, versus only 40% in life
sciences and just 16% in consumer business industries.
Focusing the lens on countries, 56% of companies in Indonesia leverage the local market for investment which underlines the overall importance
of this location. Since Singapore and Malaysia are considered fairly mature markets, only 30% and 22% respectively use them as investment
opportunities.

Resource location
Despite the increasing levels of education and skills, only 27% of the polled companies consider Southeast Asia as a resource location. The highest
rate with 38% can be found among the financial services and manufacturing sectors compared with 26% of consumer business and 20% in
technology, media and telecommunications. It is interesting to see that among the polled life sciences companies, this region is not recognised in
contributing to their talent pool.
The countries in this survey that are observed to contribute talent are primarily Singapore and Indonesia.

Research location
Largely attributable to government efforts, Singapore is considered the highest-ranked research location in the region; however the overall usage
for this purpose is minimal at 7%.
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Organic growth favoured

Across companies of all sizes and industries, organic growth was considered the most important approach for expanding their
market share.

Figure 5. Corporate growth strategies split by company revenue

85%

57%

51%
44%

29%

38%
26%

18%

11%
3%
Licensing
Agreements

Joint
Venture

Growth Utilising
current resources
Revenue <1B USD

Collaboration/
Partnering
Agreements

M&A

Revenue >1B USD

"Today's and the future's management of business will greatly depend
on the agility with which the organisation responds to changes in the
business environment and in building its internal capabilities to do so
through a well-trained work force, exceeding customer expectations
and the ability to deliver the desired quality of products."
CEO of an Indian steel company based in Thailand.
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Companies in excess of USD 1 billion in revenue
As shown in Figure 5, 85% of companies polled choose to grow and strengthen their businesses organically, followed by collaboration/partnering
agreements and subsequently M&A.
It is interesting to see that M&A in the consumer business industry has become more common than in the financial services and manufacturing
sectors. Many of today’s leading consumer business companies have defined end-game strategies and growth objectives that set the context for
their mergers, acquisitions and joint ventures. 50% of Singaporean-based companies use M&A for growth and given the market sizes, growth rates
and opportunities in this region, we expect companies to seek cross-border deals and focus on emerging markets such as Indonesia and Myanmar
to gain access or expand in countries that represent the “next” consumer markets.

Companies with less than USD 1 billion in revenue
57% of companies in this category prefer to expand their business organically and 51% use collaboration or partnering agreements to expand
their business. Due to limited access to capital and resources, about one-third of these companies work with joint ventures, a preferred strategy for
companies especially in Indonesia and the consumer business industries.
This study finds that 38% of these smaller companies consider M&A as a growth strategy compared to 26% of the over a billion USD revenue
companies.
Joint Ventures, the traditional strategy for market entry, is still used by 29% of this company segment and often seen in Indonesia.

"MNCs are continually assessing the cost structures of their regional
offices as well as simplifying their organisation structures."
Regional CEO of a US Consumer Business company based in Japan.
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Areas for investments
Figure 6. Investments to realise growth strategies
65%

New Products/Services

9%
63%

Marketing and Sales Investment

7%
52%

Entering New Markets in SEA

32%
51%

Distribution and Supply Chain Invesment

10%
41%

Production Investment

5%
40%

R&D Investment

7%
24%

Entire New Organization/Operation Investment

22%
4%

Other (Strategic Presence)

1%
Organically

Through M&A

Consistent with the primary usage of the SEA region as consumer markets, companies invest foremost in their products and service offerings as
well as their marketing and sales organisations to drive growth. With half the responses of polled CFOs residing in Singapore, it is not a surprise
to see that 65% rated new products and service offerings as their top growth strategy. Local market forces in Singapore are driving the need for
innovation in product and service offerings as growing competition force companies to deliver new offerings in order to stay ahead of the game.
There is a positive correlation with the increasing importance of marketing and sales as a component in launching these new offerings into the
market. Investments in distribution and supply chains are predominant among life sciences & consumer business companies. Production-related
investments are of interest to the Manufacturing and Life Sciences industries.
The consumer business industry on the other hand is driving the investment in "entire new organisation/operations." 32% of companies are
trending towards gaining a foothold in SEA markets through M&A while 52% through organic growth. The attractiveness of such deals are
dependent upon existing in-house capabilities and the urgency to gain market share. In contrast, life sciences companies search for strategic
presence via other means.
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Impediments to realising growth strategies
Figure 7. Economy and competition-related challenges

Singapore

SEA Countries
(excl. Singapore)

11%
29%

Bureaucracy and Red Tape

59%
56%

Competition from Local Companies

7%

Market Changes

45%

Regulations, IP Security, Market Access

43%

21%
9%

51%

Infrastructure Availability

19%

Inflation

6%

Lack of Brand Awareness

33%
26%

The Deloitte Southeast Asia M&A study in 2013 found that inflation was the biggest concern related to M&A; however, this survey finds that
bureaucracy and red tape, competition from local companies and infrastructure availability have replaced the inflation concern among executives.

Bureaucracy and red tape
59% of CFOs polled ranked bureaucracy and red tape as their biggest obstacle in SEA excluding their experience in Singapore
where 11% of CFOs noted this as a challenge. This obstacle is ranked especially high among financial services and life sciences
companies polled. The diversity of nations in SEA means that countries realise that they are in competition with each other
for FDI, thereby increasing the need to reduce the bureaucracy and improve support for businesses. Further, nations in this
region, although to a much lesser extent in Singapore, still face corruption challenges, which distort resource allocations and
encouragement of economic inefficiencies. The region’s objectives and priorities are shifting seemingly from a traditional focus
of nation-building and socio-economic progress to a more commercial framework around economic growth and performance.
However, this is hindered greatly by the misallocation of resources, increase costs in doing business, reduced investments, lower
FDI and the ongoing issue of red tape reducing the productivity of capital.

Competition from local companies
CFOs ranked competition from local companies as the second most challenging issue when developing growth strategies in the
region and it ranked as the top challenge for companies in Singapore. The study finds that consumer business and life sciences
companies encounter competition from local enterprises. Companies that grew organically in the past find it increasingly
challenging to respond to the diverse demands of the regional consumers and markets due to their less flexible standard business
models. This contrast with companies that employed inorganic growth strategies, such as M&A, who find it easier to access
these markets and to meet customer demands.

Infrastructure availability
Infrastructure availability is fundamental for SEA as a region to enable sustainable growth. Despite the progress made over the
past decades, 51% of polled CFOs ranked this as a top three challenge faced, with life sciences and technology, media and
telecommunications companies impacted most. The role of governments in infrastructure developments over the next few years
will be crucial to support the free flow of trade between ASEAN members, particularly as the AEC strives for implementation by
the end of 2015.
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Figure 8. Knowledge and skill-related challenges

Singapore

Talent Availability, Skills
and Retention

Governance, Control
and Risk Management

SEA Countries
(excl. Singapore)

64%

35%

15%

56%

Across the region, 64% of polled CFOs find it challenging to hire and retain skilled staff, while only 35% face this in Singapore. Up-skilling and
meeting the demands of finance services beyond accounting is a problem expressed by many CFOs in the region. Further, multinationals compete
with maturing local companies for the best talent in the light talent markets in the region. Representatives from the Life Sciences, Financial Services
and Technology, Media and Telecommunications industries are especially impacted by the talent shortfall.
56% of polled CFOs ranked governance, control and risk management as the greatest internal challenge they face. As expected, Financial
Services and Life Sciences companies rank this higher than other companies since these industries have to comply with a larger body of local and
international regulations. Consistent with our previous SEA CFO Survey: Risk redefined, CFOs reported that their companies have experienced an
internal shift towards compliance and risk management as a result of global and domestic regulatory changes. These changes have resulted in the
redefining of risk and compliance responsibilities, requiring CFOs to pay more attention to this area.
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M&A hurdles

Figure 9. Key challenges for realising M&A

42%

Ability to Identify Acquisition Targets/Licensing/Collaboration Partner

13%
34%

Post-Merger Integration

13%
33%

Deal Execution, Negotiation and Valuation

12%
32%

Bureaucracy and Red Tape

5%
31%

Internal Governance and Compliance
Due Diligence

5%
30%
3%
29%

Delivering the Business Case and Synergies
Obtaining Internal Agreement/Approval for Investment

13%
21%
8%

Other Markets
Singapore

Political, economic and regulatory uncertainties continue to create an unstable environment for M&A in Southeast Asia. M&A is a critical growth
pillar for companies that already have a presence and those yet to have a meaningful presence in SEA. Ng Jiak See, Corporate Finance Advisory
Leader at Deloitte Southeast Asia, comments that "Companies should certainly consider M&A as part of the growth strategy in SEA as it provides
an immediate platform to expand their market presence in a new market. It is critical for acquirers to identify the right quality target, with the right
management team. A good post-merger integration is also essential to ensure a successful M&A." As anticipated, the ability to identify acquisition
targets and licensing or collaboration partners poses the biggest challenge when pursuing this growth strategy. This is mainly due to the lack of
available data and transparency in this part of the world.
Post-merger integrations are the second test for executives here in the region where language, cultural and business complexities hinder smooth
integration and can easily destroy the projected value of the merger. It is critical for organisations to acknowledge and address that amidst the
integration of systems, the integration of its people is equally as important.

"Companies should certainly consider M&A as part of the growth
strategy in SEA as it provides an immediate platform to expand their
market presence in a new market. It is critical for acquirers to identify
the right quality target, with the right management team. A good postmerger integration is also essential to ensure a successful M&A."
Ng Jiak See, Corporate Finance Advisory Leader, Deloitte Southeast Asia.
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Meeting the goals

68%

77%
54%

49%

19%

Growth goals

23%

Performance goals

How successful are companies in SEA?
77% of all polled companies have met or exceeded their performance
goals in the past three years, however only 68% have achieved their
growth goals. Despite the regions overall growth, approximately onethird of companies do not meet their targets and digging deeper into
the countries reveals different shades.
The composition of the country participation in this survey can
partially explain these levels of goal achievement, as 44% of the polled
companies are in Singapore and 16% in Indonesia.

Exceeded
Met
Figure 10. Goal achievement - SEA

Indonesia
Executives in Indonesia have been observed over time to be overly optimistic with their projections for growth and performance and the study
finds that 33% of companies in this country fell short of realising these targets in the past three years. Due to the strategic importance of the
Indonesian market for multinationals, investments in corporate infrastructure were made in the past which fueled their growth. However, the costs
of amortisation of these investments together with the relative lack of efficiency in Indonesian operations put strain on the performance results.
Additionally, macroeconomic and political factors, such as the economic slowdown and the uncertainties surrounding the general elections, made
companies more cautious about their operations in Indonesia.

Singapore
Given that Singapore is a mature market, the potential for growth is
limited; hence companies put pressure on performance results. Further,
about a quarter of the CFO respondents in Singapore are heading
regional organisations which typically consolidate regional results thus
any negative results of the individual countries are compounded at
regional level as opposed to the true reflection of the optimism and
potentials of the Singapore market. Overall, only 58% of companies in
Singapore have met their growth goals while 79% of companies met
their performance targets in the last three years.

58%

79%
56%

44%
23%
14%

Growth goals

Performance goals

Exceeded
Met
Figure 11. Goal achievement - Singapore companies
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Equipped to be a business partner

Figure 12. Performance management tools

26%

Analytical Insights Leveraging Finance and Non-Finance Information
11%

Financial Planning and Forecasting
Cash Management and Capital Optimization

10%

Risk and Control Management

7%

Provide Insights on Past Performance
Corporate Strategy Development and Execution
Cost Management

6%
4%
10%

CFOs in the region employ a range of tools to support their businesses to manage performance with the aim of providing decision support and to
be involved in developing the strategic direction for the organisation. That requires the CFOs to step out of the traditional role of accounting and
historical reporting and to focus on business and data-driven insights. Today's CFOs have to provide forward-looking recommendations that steer
the organisation's growth and enhances its performance.
Today, 26% of companies already use analytical insights that leverage finance and non-finance information. Companies are beginning to employ
cloud technologies to enhance the productivity and efficiency of the finance function through advanced analytics and business intelligences.
Corporate strategy development and execution, cash management and capital optimisation, and risk and control management are tools that CFOs
anticipate will be of increased usage in the future. While cash management and capital optimisation, and risk and control management are very
much finance focused, there is a developing trend encouraging management to involve the finance function in the strategic planning process to
realise the impact this synergy can bring.
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Impact of AEC

Figure 13. Expected impact of AEC on regional activities

47%
30%
12%

11%
No change

Little change

Some change

Significant change

There has been debate circling the success of the ASEAN Economic Community (AEC) with the planned deadline for ASEAN’s regional economic
integration by end-2015, and almost 60% of the CFOs polled believe that there will be little or no change to their businesses and company’s
regional activities.
In comparison, another Deloitte 2014 AEC survey revealed that just 30% of companies across industries expect limited or no impact on their
business and another 18% are unaware of the potential impact of AEC. However, the remaining 52% of companies believe that there will be
significant impacts on their industries once the AEC measures are in place.
Every industry will be impacted – not necessarily now, but in future. As the recent Deloitte publication "The ABC of AEC" suggests, the net result
of AEC implementation is expected to be positive and 96% of the respondents consider the AEC as an opportunity for their businesses. Growing
economic integration of Southeast Asia will allow these countries to play a more prominent role in Asia Pacific and conservative estimates of
academics show a more than 5.3% gain above base-line growth within a 5-year period[1].
Although the goal of completing the AEC by December 2015 is improbable, some momentum can be seen and the AEC will eventually result
in a more streamlined business environment with fewer trade barriers, more investment opportunities and increased access to skilled labour.
Competition will also increase: So there will be winners and there will certainly be losers. Further it will promote closer linkages for the region with
other major economies, further enhancing Southeast Asia's attractiveness as a consumer market, investment and production location.

[1] Michael C. Plummer & Chia Siow Yue. “Realising the AEC: A Comprehensive Assessment”, Singapore Institute of Southeast Asian Studies, 2009
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CFOs as number two

28% of CFO respondents today are stepping up as
advisor to the CEO. Further, 12% have assumed the
role of corporate strategist and decision maker, which
clearly shows that these CFOs play 'above the line' while
providing financial leadership to drive performance
and ensuring the execution of strategic and financial
objectives.
Especially for regional roles, companies must assign
highly experienced CFOs who can hit the ground
running and deliver on the coporate objectives quickly.
This is reflected in the over 60% of polled CFOs that
have over six years of CFO experience. Although, some
of the SEA markets are small in size, the complexity of
the organisations are high which requires seasoned
finance executives to perform in these countries. As the
years of experience illustrate and the analysis of the role
immediately prior to current assignment reveals, SEA is
not a training ground for CFOs but a region to put all
their skills and experience to work.
CFOs as 'advisors to the CEO' are predominantly found
in industries such as consumer business, manufacturing
and life sciences whereas CFOs in technology, media
and telecommunications aspire to that role. CFOs as the
'corporate strategist and decision maker' can frequently
be seen within financial services.
Despite the need for finance to provide information for
decision-making and for executing decisions, there is
a clear ambition for finance to leave their back-office
role behind and to play a more strategic role in the
organisations, with CFOs wanting to become stronger
and more accepted business partners.

Figure 14. The evolving role of the CFO
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Figure 15. Years of CFO experience
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"A CFO today is not only Finance and Accounting but also strategy and
planning."
CFO of a Vietnamese manufacturing company
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Survey respondent profile
Headquarter countries
Europe

Asia-Pacific

North America

20%

61%

19%

Austria (1%)
Denmark (2%)
France (4%)
Germany (3%)

Australia (3%)
China (4%)
India (3%)
Japan (4%
Indonesia (7%)
Malaysia (4%)

Netherlands (1%)
Sweden (1%)
Switzerland (2%)
UK (6%)

Myanmar (1%)
Philippines (4%)
Singapore (23%)
Thailand (3%)
Vietnam (4%)

Canada (1%)
USA (18%)

Revenue and industry of participating companies

19%
11%

More than $1b

4%
Between $500m to $1b

Participating
industries

Between $300m to $500m

15%

Between $100 to $300m

28%
11%

Less than $100m

Company ownership

Public

Consumer Business
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Manufacturing
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Technology, Media and
Telecommunications

Subsidiary - Single Country

3%

Government

28%

Holding/Group Company
Regional Organisation of MNC

Private
45%

Company
ownership

52%

46%

Organisation
type
26%
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Other

Role immediately prior to current CFO role (n=81)

32 CFOs
CFO of another organisation

24 CFOs

CXO

25 CFOs
12%

Business Unit Leader
Finance Head

10%

2%

11%

Business Partner

1%
1%
2%

Corporate Development

1%

4%

2%

Controller

1%
9%

Financial Planning
Analysis Leader

7%
9%

Treasurer
5%

5%
2%

Public Accounting
Professional

1%

2%

2%
4%

1%

Holding/Group

Other

2%

Reg Organisation of MNC

MNC Subsidiary

Importance of SEA countries: today and in 2017

83%
64%

66%

73%
66%

62%
52%

57%

Philippines

Singapore

50%
36%

61%

65%

38%

16%
Indo-China

Indonesia

Malaysia
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today
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Projected in
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About the SEA CFO Program
The CFO Program brings together a multidisciplinary team of Deloitte leaders to help CFOs stay ahead
in the face of growing challenges and demands. The Program harnesses our organisation’s broad
capabilities to deliver forward thinking and fresh insights for every stage of a CFO’s career – helping
CFOs manage the complexities of their roles, tackle their company’s most compelling challenges, and
adapt to strategic shifts in the market.

About the survey
The Deloitte SEA CFO Survey targets the CFOs of major companies in Southeast Asia. This is the second
CFO survey conducted in this region. The survey was open for three weeks commencing 23 June 2014
and was completed by 98 CFOs, representing a wide range of industries.
All participating CFOs have agreed to have their responses aggregated and presented.
Please note that this is a “pulse survey” intended to provide CFOs with bi-yearly information regarding
their peers’ thinking across a variety of topics. It is not, nor is it intended to be, scientific in any way. This
report summarises findings for the surveyed population but does not necessarily indicate economy- or
industry-wide perceptions or trends.
This publication contains general information only, and Deloitte is not, by means of this publication,
rendering accounting, business, financial, investment, tax, legal, or other professional advice or services.
This publication is not a substitute for such professional advice or services, nor should it be used as a
basis for any decision or action that may affect your business. Before making any decisions that may
impact your business, you should consult a qualified professional advisor.
Survey data collated and analysed by Karin Wellbrock and Cheryl Teo. Report designed by Josephine Yeo.
For more information about the survey, please contact cfoprogramsea@deloitte.com.
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