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Striking a
balance

CEOs grapple with balancing immediate concerns
and the need for long-term transformation

New Zealand findings from our 26th CEO Survey
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Over the past few years adapting to change and volatility has become a constant and, as we start 2023,
this trend continues. Already this year we have seen a change of Prime Minister and the devastating
Auckland floods and Cyclone Gabrielle. Ongoing disruption is the new normal.

These events are playing out against a backdrop of
immediate issues such as higher inflation, the threat
of recession, continued supply chain challenges
and labour and skills shortages. We can see from
this year’s survey results that these immediate
concerns are dominating the CEO agenda as
leaders look to drive profitability in the face of
numerous headwinds.

With this comes the need to get the right balance,
ensuring we also maintain momentum on longer-
term issues such as addressing climate risk (with
recent climate events in mind), and upskilling
employees to best position our businesses for the
future. As business leaders we must keep an eye on
the horizon and think about how we can continue
to transform to thrive. Transformation within our
organisations will be key for ensuring they remain
prosperous for years to come.

We are calling this balancing act of managing short-

term risks and the need for long-term transformation

the dual imperative. And, navigating this imperative
is complex.
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It means CEOs will need to keep drawing on their
team’s resilience and adaptability reserves to
maintain momentum.

The New Zealand business community has shown
huge resilience over recent years and | believe this
can give us a sense of optimism about the coming

year. We have faced challenging times and adapted.

We can do it again.

Thank you to the 142 local business leaders who
shared their valuable time and insights for the
creation of this year’s CEO survey. | hope you find
the report thought provoking and wish all CEOs and
their teams a resilient year ahead.

Mark Averill
CEO and Senior Partner
PwC New Zealand

of NZ CEOs believe global economic
growth will decline over the next

12 months. In 2022 64% believed
growth would improve.

of NZ CEOs believe New Zealand’s
economic growth will decline over
the next 12 months. In 2022 49%
believed growth would improve.

of NZ CEOs are confident about
their organisation’s revenue
growth in the next 12 months

compared to 53% in 2022.



What’s on the minds of New Zealand CEQOs?

We asked CEOs for their recommendations for sustainably improving New Zealand’s prosperity. Their responses include:

dh o

“Focus on improving
our education
system. ltisa

long-term investment

but it’s where the
biggest returns lie.”

“Pivot away from
an economy based
on harvesting the
land, towards an
economy based
on harvesting the
iImagination e.g.
technology and
IP-rich creative
industries. These
industries are
infinitely scalable
and don’t care about
our remoteness
or distance to
major markets.”
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“Improve education
and opportunities

“Focus on getting
the basics right

for the young who — infrastructure

don’t engage well Investment,
In the traditional productivity

schooling system.” Improvements,

efficient markets
and public service
delivery.”

“Review and change
immigration
settings to attract
new skilled labour.”

“Improve our
infrastructure by
rail, road and sea.
None of these are
fit for purpose at
the moment and
will fail under any
further pressure.”



Grappling with economic concerns

This year’s results reveal that near-term challenges are front of mind for New Zealand business leaders.

Starting with the global economy, 79% of local business leaders think it will contract in the next

12 months - a clear contrast to last year when 64% of New Zealand CEOs thought global economic
growth would improve. This level of pessimism is mirrored in the findings related to New Zealand’s
economic growth which 76% believe will decline over the next year.

Like CEOs around the world (73% of global CEOs
believe global economic growth will decline in

the next 12 months), leaders in this country are
bracing for a potential recession and continuing
high inflation.

The drop off in optimism continues when we look at
local CEOs’ confidence in their own organisations’
revenue growth. Thirty nine percent say they are
confident about growth in the next 12 months
compared to 53% in 2022. CEOs are more
optimistic about their three-year revenue growth
prospects compared to the shorter term with 54%
feeling confident, a drop from 68% last year.

When it comes to where CEQOs are feeling most
exposed, inflation and macroeconomic volatility

top the charts — two headline-grabbing issues

that continue to dominate the news. This picture
changes slightly over the medium-term (five-year)
outlook with climate change and cyber risks moving
up the table.
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In response to the economic challenges, CEOs
are taking action to reduce costs and drive growth
including raising prices and diversifying products
and services. Similarly, they are re-evaluating the
need for major projects and initiatives. The results
show that the majority are not considering
implementing hiring freezes, or reducing their
workforce or compensation.

“If the survey was carried out now rather than

in October and November last year | think we
might see less pessimism about a decline in
both global and New Zealand economic growth.
Around the time of the survey, interest rates
were rising, inflation was increasing and the
Reserve Bank of New Zealand was forecasting
a recession.

| believe that was peak uncertainty. What we’re
now seeing is inflation starting to stabilise and
trend lower. Interest rate markets are starting to
price in rate cuts globally, despite protests from
central bankers who maintain a view to keeping
interest rates higher for longer.

Recent weather events will challenge the short-
term inflation outlook in New Zealand. A near
term inflation spike is likely with further supply
disruptions, higher food prices and a surge in
construction material pricing. Insurers will no
doubt be looking to recover losses through
higher premiums also. The immediate impact on
GDP growth will be lower before re-insurance
monies and the eventual rebuild supports a

higher growth path than previously anticipated.

A more positive outlook should give CEOs more
confidence although the impact of high interest
rates is still going to be felt by their customers
— particularly in the first half of 2023 when a
significant amount of interest rate refixing starts
for residential mortgage holders.

This will affect the amount of money people
have to spend and we’re seeing that already with
consumer spending starting to moderate. In the
latest inflation data the two biggest contributors
were food prices and household related costs
like increasing rents.

We’re still seeing an incredibly tight labour
market with the latest unemployment numbers
only rising slightly. We need a little more slack
in the labour market, an upswing in immigration
and more competition for jobs. These factors
will temper the wage price spiral that’s feeding

into inflation.

When we look at key sectors in the New Zealand
economy, tourism is rebounding from the
struggles of the last three years in a big way. I'd
expect that trend to continue particularly into
the latter part of this year with China reopening
(something that also happened post the survey
being carried out).

There has been moderation in energy prices
recently with fuel and petrol prices reducing.
Likewise, freight and shipping costs are
materially decreasing and are now approaching
pre-COVID levels. We’ve also seen the

New Zealand dollar strengthen, reducing costs
to importers.

There are reasons to believe the most
pessimistic period is over and we can be more
certain about what the worst-case scenario
might be. So, even if we do head into a
recession in the next couple of quarters, things
will likely pick up again after that.

While some sectors, like retail and hospitality,
face challenges, we’ve seen over the COVID
period that New Zealand businesses are resilient
and able to pivot quickly.”

Alex Wondergem, Partner, PwC New Zealand

For more information about the global economy

read PwC'’s 4



https://www.pwc.com/gx/en/research-insights/economy/global-economy-watch.html

How exposed do you believe your company will be to the following key threats in
the next 12 months?
Inflation
Macroeconomic volatility
Geopolitical conflict
Cyber risks
Health risks
Climate change 32%

Social inequality 18% 38%

@ Extremely/Highly exposed @ Moderately exposed  ( Slightly exposed @ Minimally exposed

Source: 26th Annual Global CEO Survey

How exposed do you believe your company will be to the following key threats in
the next five years?

Inflation 2%
Macroeconomic volatility 3%
Climate change 14%
Cyber risks 8%
Geopolitical conflict 15%
Health risks 18%

@ Extremely/Highly exposed @ Moderately exposed  ( Slightly exposed @ Minimally exposed

Source: 26th Annual Global CEO Survey
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Which of the following options best describes any action your company may be
considering to mitigate against potential economic challenges and volatility in

the next 12 months?

Raising prices of products
and services

Reducing operating costs

Diversifying our product/
service offering

Reevaluating ongoing
projects or major initiatives

Finding alternative suppliers

Slowing investments

Reducing workforce (e.g.
layoffs, redundancies)

Delaying deals
Implementing hiring freezes

Reducing compensation

Source: 26th Annual Global CEO Survey

NZ CEO

“We need an improved
supply chain in the
short term.”

We are already doing this/ PY We are considering this in
have done this

63%

the next 12 months

NZ CEO

“Targeted location benefits
and resource efficiency
initiatives could help
cities generate jobs and
help set people on the
path to a lower-poverty,
higher-wage future.”

- o

We do not plan to do this @ Don’t know

NZ CEO

“We could boost
productivity through the
digital transformation
of the NZ economy to
improve competitiveness
and integration with
the global economy.”



The imperative to transform

The survey results show that New Zealand

CEOs are focused on investing in technology to
transform their businesses and ensure long-term
growth and prosperity.

We find that 84% of local business leaders are
investing in automating processes and systems over
the next year (compared to 76% of global CEOs
and 71% in Asia Pacific) while 76% are deploying
technology such as the cloud, Al and others
(compared to 69% of global CEOs and 67% in Asia
Pacific). These investments will play a vital role in
helping organisations deal with the challenges they
currently face and deliver long-term value.

When it comes to technology, the majority of
business leaders are making investments with

an emphasis on reinventing, rather than just
maintaining, their current business (63% compared
to 37%).

I
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These findings reveal that accelerating digital
transformation is vital for ensuring long-term
viability and growth. The pace of change continues
to increase and that means significant interventions
will be needed both now and in the future to enable
businesses to succeed.

R
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“Transformation is a necessity for businesses to
stay relevant and competitive in today’s rapidly
evolving and interconnected digital economy.
Nearly every organisation is feeling the need to
revolutionise their ways of working to ensure
they remain viable into the future. At the same
time, human insight and experience remains
central to any transformation project. Having the
right team in place, who understand the role of
technology in an organisation will lead to a more
streamlined approach to delivering results.”

Rob Fisher, Technology Consulting Lead
Partner, PwC New Zealand

“Investments in Automation, Cloud and

Al are going to provide insights which will
undoubtedly change the competitive landscape.
Transformation programmes should seek to
enable a technology ecosystem with data and Al
at its core. This allows organisations to learn and
adapt in an agile and scalable manner to better
understand their customer, evolve their products
and services and do more than merely staying
ahead of the competition.

Business leaders should be asking if their
transformation programmes are doing more

than just modernising existing technology
capabilities with predefined improvements,

or are they leveraging the right blend of cloud
based solutions that can allow for an accelerated
and flexible path to unlocking adaptive

business value?”

Nevena Pejanovic, Partner, Data
Transformation, PwC New Zealand

For more insights on business transformation
solutions read PwC'’s global research



https://www.pwc.com/gx/en/issues/transformation.html

Transforming through talent

The research reveals that 27% of New Zealand CEOs believe their business will not be economically
viable in less than 10 years. While this is considerably less than their global (39%) and Asia Pacific (563%)
counterparts, there is a clear need for leaders to balance their immediate concerns about inflation and
economic volatility with reinventing their businesses for the future.

When asked about the forces most likely to impact
their company’s profitability in the next 10 years,
54% of local CEOs pointed to labour and skills
shortages. CEOs’ recent experience with the so-
called ‘great resignation’, talent travelling again after
the New Zealand border reopened and a downturn
in migration, are clearly front of mind and the war for
talent remains fierce.

We also asked local business leaders about the
actions they are planning to take in the next

12 months to drive the productivity of their
workforce. Developing leadership and talent came
out on top at 92% followed by upskilling and
reskilling employees at 83%.

These are initiatives New Zealanders want to

“We can expect to see labour and skills
shortages for some time so business leaders
need to invest both in talent and technology.
There is an opportunity for CEOs to think about
how they can best use tech like automation
alongside their employees to ease the pressure
and drive longer-term transformation. This isn’t
about automating roles but particular tasks
that free employees up to do more meaningful,
skilled work.

There are some key questions for leaders to be
thinking about — how can technology be used to
make the most of the skills their people already
have? And, how can it be used to create extra

they will be supported through upskilling or
reskilling. It’s important for employees to know
that CEOs want them to stay in their roles, grow
and succeed.

With any approach to upskilling there needs to
be a change management process in place so
people understand the long-term vision for the
organisation and feel supported.

People now expect to have a different work
life and are feeling more in control of how and
where they are employed. We’re seeing more

people leave full-time employment and embrace

capacity for employees to focus on more high- : :
pactty POy 9 contracting roles or remote or part-time work.

embrace. In PwC’s Global Hopes and Fears survey,
77% of New Zealand respondents noted they were

ready to learn new skills and retrain.

To help mitigate the concerns and drive long-term value work?
transformation, New Zealand CEOs are focusing
on talent and technology. Eighty six percent

are investing in upskilling their workforce in the

Because of this, and to help mitigate more churn
in their workforces, CEOs need to think about
Over the last few years we’ve seen the how they can attract and retain people who have

next year. = e U R : .
y A | silerErEreyEs feEteneie GhEmes e different work constructs and patterns.

something transactional to something more
like a relationship of equals. Part of this new
relationship involves the need for executives

Griere Cox, Partner, PwC New Zealand

For more ideas about creating a future-fit
workforce read our report

to have open and honest conversations about
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https://www.pwc.co.nz/insights-and-publications/2022-publications/hopes-and-fears-2022.html
https://www.pwc.co.nz/insights-and-publications/building-prosperity.html
https://www.pwc.co.nz/insights-and-publications/building-prosperity.html

Which of the following investments, if any, is your company making in the
next 12 months?

Upskilling the company’s workforce

Automating processes and systems

(cloud, Al, and other advanced tech)

Adjusting the company’s supply chain
(including nearshoring/offshoring operations)

Decarbonising the company’s business model

Adopting alternative energy sources

Exploring the metaverse

in priority areas

Deploying technology

Relocating the company’s operations in

response to climate risk

Source: 26th Annual Global CEO Survey

“We need to attract more
talented people and make
the immigration system
more efficient, approachable
and attractive.”

“Provide robust incentives
through taxation to
encourage demonstrable
improvements in
productivity.”
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“We must invest in people
by developing their skill sets
and knowledge bases to
help retain them in NZ.”

“Improve productivity
through use of technology
and speedier decision-
making frameworks.”

of NZ CEOs say labour and

skills shortages could have a
large impact on their company’s
profitability over the next 10 years

of NZ CEOs are planning to invest
In upskilling their company’s
workforce in the next year

of NZ CEOs are planning to
develop leadership and talent in
the next 12 months to drive the
productivity of their workforce



Tackling climate risk cannot wait

The results for this latest CEO Survey were collected before the Auckland floods and Cyclone Gabrielle.
They show that in October and November 2022 New Zealand CEOs were more focused on the economic
environment. Inflation and macroeconomic volatility dominate the list of perceived threats to business
with only 8% feeling extremely or highly exposed to climate change.

It also shows that CEOs expect some degree of
impact from climate change in the next 12 months.
This is mostly in their cost profiles where over
50% expect a moderate, large or very large impact
followed by supply chains (33%) and physical
assets (12%).

When asked about the actions their company has
taken to prepare for climate risk, the focus is firmly
on implementing initiatives, innovating products and
processes and developing a strategy. Applying an
internal price on carbon in decision making
languishes at the bottom of the table with 61%
saying they have no plan to do it.

e T R e

The impact of the Auckland floods and Cyclone
Gabrielle will likely affect next year’s survey results
as businesses work through the aftermath. This
event illustrates the pressing need for businesses to
transform their approach to climate risk as focusing
on mitigation alone will not adequately prepare them
for the future.

26th Annual Global CEO Survey | PwC New. Zealand "=

“CEOs may be prioritising economic challenges
over climate risk, but with climate-related
disclosures here, companies must face into it.
Until now, businesses could decide whether or
not to factor climate risks and opportunities into
strategic decision making, but the regulation is
forcing many companies to act — they need to
demonstrate considerations of climate change or
have an explanation for why they are not.

For those not impacted by regulation, the
momentum already driving decision making in
markets, both locally and internationally, means
they will have to address climate risk. It means
repositioning their businesses to stay relevant
to consumers and adapting to the physical

and transition risks of climate change ahead of
them happening.

Companies need to understand the importance
of factoring an internal price on carbon into
their business decision making. If you’re not
thinking about climate risk in terms of the
costs to your business in the future, it means
you’re not thinking about long-term risk. This
is where carbon pricing comes in because it
is linked to the future cost of climate risk on a
business. The insights provided by an internal
pricing mechanism for carbon are essential
for organisations to adequately anticipate and
manage the risks of the transition to a zero
carbon economy.”

Annabell Chartres, PwC Sustainability and
Climate Change Leader

More insights from our Sustainability and Climate
Change team can be found

i s oy T T e T i Rl
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https://www.pwc.co.nz/services/consulting/sustainability.html

To what extent do you expect the following areas of your business to be
impacted by climate risk in the next 12 months?

supy chain [N 0% — .

Cost profile 19%

To a large/very large extent @ To a moderate extent To a limited extent @ Not at all Don’t know

Source: 26th Annual Global CEO Survey

What actions has your company taken to prepare for the risks?

Innovate new, climate-friendly products or processes 28% 16% 20% A

Implement initiatives to reduce my company’s emissions 27% 42% 17% %

Develop a data-driven, enterprise-level strategy for 279 36% 20% 15% Y

reducing emissions and mitigating climate risks ¢ ¢ ¢ ° ol

Implement initiatives to protect my company’s physu_:al assgts 14% 21% 3%
and/or workforce from the physical impacts of climate risk

Apply an internal price on carbon in decision making 7% 19% 5%

Completed ® In progress Planned, but not started

@ We do not plan to do this = Don’t know
Source: 26th Annual Global CEO Survey

“We need to fast track the regulatory environment to support
implementation of renewable energy sources (solar, wind, water), with the
NZ CEFO aim to improve our carbon footprint / reduce supply chain costs.”

26th Annual Global CEO Survey | PwC New Zealand




How PwC can help

Our global strategy, The New Equation, reflects fundamental changes in the operating environment
faced by our clients and stakeholders, including technological disruption, climate change and

fractured geopolitics.

Our community of solvers is dedicated to solving the complex problems businesses are facing in today’s
changing marketplace, helping organisations and individuals create the value they’re looking for. As part of
a global network of firms in 155 countries with more than 327,000 people, we are committed to delivering

quality in assurance, tax and advisory services.

Our related services

Treasury advisory

Our experienced Treasury Advisory team provides
independent, clear, pragmatic and impartial
advice to clients on all aspects of treasury

and debt management. Whether that involves
hedging policies for foreign exchange, interest
rate and commodity price risk, or designing and
implementing strategies for securing optimal debt
funding arrangements for borrowers.

Transformation

Workforce

Our people advisory offering combines
organisational strategists, Human Resource (HR)
practitioners, employment lawyers, regulatory, tax,
and technology specialists who work together to
help you improve organisational performance and
employment relations, deliver sustained outcomes
for your business and unleash the potential of
your people.

Sustainability and climate change

Contacts

Mark Averill | Griere Cox
CEO and Senior Partner " - Partner
+64 21 646 418 U | +64 22 010 5321

Keren Blakey Rob Fisher
Chair and Partner 2 2 Technology Consulting Lead, Partner
+64 21 628 226 = +64 27 762 2433

Carl Blanchard ’ Nevena Pejanovic
Infrastructure Leader : ' ® Partner, Data Transformation
+64 21 744 722 I 05 B 64210245 4233

PwC is a key strategic transformation provider to We advise clients across New Zealand on a range of

leading private and public sector organisations sustainability initiatives, carbon reduction strategies ,

across Aotearoa. We have assisted the country’s and reporting. Our team includes leading specialists Annabell Chartres L | Alex Wondergem
most prominent businesses in bringing about the in sectors that are at the forefront of the transition | Sustainability and Climate Change Leader i ' = Partner

largest technology change programmes ever seen. to a renewable future, including the energy, A 2 | +04.210 412127

We understand that success depends on working transportation, agriculture, and the digital sectors.

closely with the organisation to define, develop
and deliver innovative technology strategies that
are closely aligned to the organisation’s business
strategy and goals.

26th Annual Global CEO Survey | PwC New Zealand
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Survey methodology

PwC surveyed 4,410 CEOs in 105 countries and territories in October and November of 2022.
One hundred and forty two New Zealand CEOs contributed to this year’s findings.

The global and regional figures in this report are
weighted proportionally to country or regional
nominal GDP to ensure that CEOs’ views

are representative across all major regions.

The industry — and country-level figures are
based on unweighted data from the full sample
of 4,410 CEOs. Further details by region, country
and industry are available on request.

Please explore the global survey findings on the
PwC Global website.

Not all percentages in charts add up to 100% —
a result of rounding percentages, multi-selection
answer options and the decision in certain cases
to exclude the display of certain responses,
including ‘other,” ‘none of the above’ and

‘don’t know.’

The research was undertaken by PwC Research,
our global centre of excellence for primary
research and evidence-based consulting
services. https://www.pwc.co.uk/pwcresearch

This content is accurate as at 17 February 2023. This content is for general information purposes only, and should not be used as a substitute for consultation with our professional advisors. To find an advisor and to see more of our
general guidance for businesses, please visit our website at www.pwc.co.nz
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