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The CEO Imperat
The better the question. The better the answer.

CEO Imperative Series
The better the world works.
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About the study

Designing and delivering a strategy to optimize value for all stakeholders has never been
more challenging.

Beyond the pandemic, CEOs need to reshape their portfolios, reimagine their ecosystem and
reinvent themselves for a better future.

That's why EY is introducing the EY CEO Outlook as the benchmark of executives' sentiment
on global challenges, growth and sustainability strategy, portfolio optimization and M&A.

It aims to provide valuable insights on the main trends and developments impacting the
world's leading companies as well as business leaders' expectations for future growth and
long-term value creation.

The CEO Outlook Survey is part of the CEO Imperative Series, which provides critical
answers and actions to help CEOs reframe the future of their organization

Produced in association with

Ralod

Thought Leadership Consulting

A Eurormoney Institutional Investor company
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Global key findings

CEOs are resetting their risk radar
and reframing their investment
strategy for growth in a new
environment.

M&A remains a critical strategic
option to boost capabilities in
technology, talent and innovation as
well as ESG/sustainability strategies.

Most CEOs have investor backing, but
a quarter face challenges to
safeqguard future growth plans.
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86%

of global companies have
been impacted by the
pandemic

SYAY/

of respondents will prioritize
investment in existing businesses,
digital transformation, and
sustainability

59%

of CEOs expect their companies
to pursue acquisitions in the
next 12 months

The EY CEO Outlook 2022

9%

of CEOs have adjusted or
planning to adjust global
operations or supply chains

45%

of global companies have
accelerated cross-border
investments

82%

of respondents identified ESG
factors as extremely important
or important, when it comes to
strategic decision making
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CEOs are understanding the impact of the pandemic on their industry
Transitory or permanent, CEOs need to position for growth in a reshaped landscape

n Which of the following statements most accurately reflects the impact of COVID-19 on your industry?

The pandemic caused short-term disruption to our industry
. 7
The pandemic has fundamentally reshaped our industry for worse
I 2 1

The pandemic has accelerated existing trends in our industry
N (5

The pandemic has had little or no negative impact on our industry
L pul

The pandemic has fundamentally reshaped our industry for better

I 1 3%
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» There are significant growth opportunities for

companies that take the right actions now.
But a clear understanding of the “new world"
emerging is the first step to take.

Companies need to understand the new
market dynamics as the competitive
landscape get redrawn across all sectors.

Businesses also need to review their wider
ecosystem - including technology, assets
base, suppliers, partners and customers - to
position themselves successfully for the
future.

2\



An increase in geopolitical tensions is shifting investment decisions
CEOs affected are being proactive in reshaping global operations

n Are geopolitical challenges forcing you to adjust strategic investment?

We are accelerating cross-border investments
45%

We are delaying a planned cross-border investment until we get further clarification
30%

45%

55%

We have stopped a planned cross-border investment in the past 12 months
25%

No

With these geopolitical challenges and elevated political risks come heightened business risks. Companies are increasingly having to
operate in a multipolar geopolitical and regulatory environment and obliged to respond to complicated - and often conflicting - demands.

et
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Investments in China and the US are most at risk from geopolitical tensions
CEOs need to understand how trade policies will impact their operations

n In which countries/territories, have you stopped or delayed a strategic investment due to geopolitical challenges ?

China
I 18%
India
I 1 4%
Germany

I 11%
United Kingdom
I 10%
United States
I ©%

Canada

I 5%

France

I 5%

Mexico

I 5%

Brazil

I 7%

Italy

I 7%
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CEOs are reconfiguring supply chains to reduce costs and minimize risks
But recent experience shows security of supply can be a competitive advantage

n Have you adjusted or are you planning to adjust your global operations or supply chains?

We have adjusted our supply chain to reduce logistic costs and uncertainty
32%

We have adjusted our supply chain to manage geopolitical risks

I 5 1%

We have increased the number of suppliers to increase resilience

I 22
We have reduced the number of suppliers to improve critical supply relationships

I 5

21%

79%

No [ Yes The respondents were allowed to select all the applicable responses. The percentages are prorated to 100%.

Embedding visibility, agility, sustainability, and geostrategic elements will create a future-ready supply chain focused to excel in a volatile
environment.

Transitioning supply chain management thinking from one of purely mitigating risks and costs, to one that views security of supply as a
strategic issue to attract and retain customers will benefit leading companies when the next unforeseen shock occurs.

et
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CEOs recognize that a newly emerging global environment is reshaping risks
Geopolitics, the climate emergency and demographics will determine success in the future

n Which of the following issues are the most critical risks to your future growth strategy?
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Increasing geopolitical tensions, trade conflicts, protectionism and sanctions
I 1 8%

Acceleration of climate change impacts and increasing pressures to build sustainability
I 1 7%

Increasing competition from nontraditional competitors*

N (3%

Increasing political intervention in markets

I (2%

Changing demographics and permanent changes in economic growth trajectories
I 2%

Accelerating use of technology and data by competitors to facilitate innovation and speed to market
I s

Uncertainty about the evolution of disruptive technologies, including cybersecurity risks and Al
I s

Managing conflicting demands from different stakeholder groups

I s

The scarcity and cost of talent with the skills to accelerate growth

4%

| 2

Reset risk radar to consider new
realities.

CEOs should be looking at how each
of these interconnected issues may
impact their growth agendas and
build agility and the ability to pivot
quickly as circumstances demand
into their overall corporate strategy.

Building strategic agility and
resilience is shifting the reqularity
with which companies examine their
portfolios to see if any immediate
pivot is required.

*Increasing competition from nontraditional competitors, including outside entrants with new technologies that are shifting consumer preferences and/or behaviours

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.
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Capital a
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CEOs clearly recognize the need to invest now to ensure future opportunities
Optimizing current operations is critical for funding future investment plans
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On which of the following capital strategy issues is your company placing the greatest attention and resources

today?

Investing in existing businesses to accelerate organic growth and value creation
I 2 1%

Investing in digital transformation

20%

Investing in sustainability

N (3%

Improving working capital management to release cash
I 11%

Optimizing balance sheets, improving capital structure
I 1%

Divesting assets to raise funds for investment
I s

Returning capital to shareholders (dividend payments and share buybacks)
I

Investing in M&A, joint ventures and alliances

N 5

Attracting and retaining talent

I 5%

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.
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Need to be fit and ready.

The long era of focusing exclusively
on efficiency must now be
complemented by stronger
responsibility considerations,
emphasizing long-term value over
short-term wins.



CEOs are expending their horizon to capture future growth opportunities
Taking bold steps now will increase the potential to lead in the emerging industry landscape

How has your investment capital been allocated across your company's three horizons during the past three years
and what are your expectations for the next five years?

Past three years Next five years

Investment to sustain, improve and extend the core _ 459 _ 45Y%

business (Horizon 1)
Investment to scale up the fast-growing and sizable

growth engines the company has been working to _ 32% _ 30%

build over the last five years (Horizon 2)

Investment in new growth options that might become _ >3 _ S5
important in the future if they succeed (Horizon 3) ’

The increase in corporate venture capital, Capex and corporate investment all point to companies positioning for growth options that
might become important in the future if they succeed.
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Investors are willing to support longer-term growth ambitions
CEOs understand that a clearly articulated narrative is critical in getting investor support

n To what extent do you feel investors support your company's investments in long-term growth initiatives?

Investors are extremely supportive of well-articulated investments

I 7%

Investors are moderately supportive of sensible long-term investments
32%

Investors are not showing support for long-term investment plans

I 12Y%

Investors are fixated on quarterly earnings

I o'
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Investor engagements as a fundamental
part of long-term value creation
strategy.
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Growth remains the critical driver, but sustainable growth is the destination
ESG issues tracking growth as key considerations for CEOs

What is the relative importance your company is placing on each of the following drivers of value over the next few
years?

Revenue growth

38% 42% 14% 5% 19
Cost reduction
27% 46% 24% 3%
Capital efficiency
25% 54% 19% 2%

Return on invested capital (ROIC)
24% 55% 19% 2%

Environmental, social and governance (ESG)
38% 44% 17% 1%

B Extremely important I More important I Somewhat Important [ Less important Not important
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The costs of doing business have increased for the majority of CEOs

n Have you seen a significant increase in input prices?

Labor

I o

Raw materials and commodities
I -2
Transport and logistics

&% —1 I o

Components and intermediate goods

I 5%

Energy

13%

14%

B Other No M Yes The respondents were allowed to select all the applicable responses. The percentages are prorated to 100%.

There is no one single cause of the input pricing issues that have spread across almost all sectors. In 2020, pandemic-related shutdowns
wreaked havoc on the global supply chain. Labor and energy costs are elevated, as are other raw materials. Freight prices have jumped
more than 400% from their level at the end of 2019. Add on increases in warehousing costs and lost sales due to delays and it all adds up
to an increased cost of doing business across the board.

et
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CEOs see technology ask the key to sustain or improve margins
With higher labor costs a significant headwind, automation could be the answer
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What strategic drivers are you using to protect or improve profit margins?

Use technology and automation to replace higher-cost labor roles and improve scalability
I 2 4%

Increase customer interactions through digital platforms and touch points
I 23

Reduce complexity of the business/divest underperforming assets and exit underperforming products
I 1

Reduce non-labor overhead cost

I 1 2

Improve supply chain efficiency. (e.g., reshoring)
10%

Introduce new pricing models to attract and retain customers
I 10

Shift operations to lower-cost countries

N

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.
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» Automation offers tremendous

potential to drive transformation

CEOs should consider linking the
automation strategy to business
priorities

The pace of change wrought by
technology, especially
technology that enables
customers to adapt preferences
or buying behaviours, cannot be
underestimated. CEOs are
continuing to focus on these
disruptive forces even as they
negotiate other risks.



Data and innovation critical for unlocking new paths to growth
Innovating customer engagement combine with new products and services built on data

Page 18

How important are each of the following sources of growth likely to be for your company over the next five years?

Using data effectively to develop new products and services
I 2

Developing innovative delivery systems and channels for interacting with customers
22% Invest now and prioritize automation

Increasing sales of existing products and services to new customers or segments of customers strategies aligned with critical business

I priorities to improve long-term impact

. . L. . . L. on resources.
Increasing sales of existing products and services to existing customer segments

I 16%

Expanding into new geographies
10%

Extending into adjacent markets that leverage capabilities from the core business
I s

Consolidating industry structure by M&A with competitors

I <

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.

The EY CEO Outlook 2022 EY
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The appetite to use M&A as a lever for transformation remains elevated
CEOs remain strategically open to buying assets that support growth ambitions

n Do you expect your company to actively pursue M&A in the next 12 months?

59%

58% 5 4% 56% 56%

300 Average annual appetite to pursue acquisitions 2013-2022
(]

————— Average = —@— Global

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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Main message from question

Page 21

How do you plan to optimize your portfolio in the next 12 months?

We will reshape our portfolio through organic investment
39%

We are not planning to make changes to our portfolio in the next 12 months
27%

We plan to pursue an acquisition in the next 12 months
I

We will look to make a divestment in the next 12 months

I 13%

The respondents were allowed to select all the applicable responses. The percentages are prorated to 100%.
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Acquiring capabilities is a key deal driver, and accelerating their ESG transition
Using M&A to accelerate transformation is a tried and tested method for many CEOs

n What will your primary planned M&A activity be?

Acquisition focused on increasing operational capabilities
I 2

Strengthen ESG ranking/performance/sustainable footprint
20%

Bolt-on acquisitions (smaller acquisitions in the same sector) to increase market share
I o

Acquisition of technology, talent, new production capabilities or innovative startups
I (4%

To enable a major geographic expansion

I

Transformative deal to shift to new business model and customer base

I 7

Acquisition in adjacent sector
6%

The respondents were allowed to select all the applicable responses. The percentages are prorated to 100%.

The EY CEO Outlook 2022

Companies may often need to
acquire the capabilities required to
help them rapidly navigate change.

In conjunction, it is technology,
innovation and related impacts,
such as sector convergence and
changing customer behaviors, that
are the principal drivers. CEOs are
utilizing M&A to capture and retain
customers and gain access to new
markets.

For many companies, M&A remains
a fundamental part of how they act
on and deliver on their strategic

growth plans.

2\



Even in the strongest deal market on record, CEOs show discipline
Changes to industries caused by the pandemic leading to deals being halted

Have you either failed to complete or canceled a planned acquisition in the past 12 months? If so, what was the

primary reason?

32%

No

68%

Because of the COVID-19 pandemic
g

Disagreement on price/valuation

I -1

Requlatory or governmental intervention, or geopolitical tensions
Bk

Concerns about competition or antitrust reviews

I 1

Concerns about target's ESG profile

B o

Issues uncovered during due diligence

B s

The deal landscape has been highly competitive. But CEOs are making shrewd judgments based on strategic rationale supported by better
information as the emerging changed landscape becomes more apparent.
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Expectations for significant drivers to boost M&A remain high
Private capital will be a major competitor for assets, and cross-border to be prominent

n To what extent do you agree with the following statements?

| expect an increase in hostile and competitive bidding in the next 12 months
9% 63% 25%
| expect private equity to be a major acquirer of assets in the next 12 months
21% 49% 26%
| expect an increase in cross-border dealmaking in the next 12 months
12% 53% 31%
| expect an increase in cross-sector M&A in the next 12 months
8% 60% 28%
| expect to see more megadeal (USS10b+) M&A activity in the next 12 months
9% 47% 39%
| expect to see more activist shareholder intervention in M&A in the next 12 months
7% 43% 46%
| expect a slowdown in M&A activity in the next 12 months
6% 33% 53%
| expect to see more reqgulatory or governmental intervention in M&A in the next 12 months
8% 45% 42%

| expect a higher number of insolvencies in the next 12 months
4% 39% 51%

B Strongly agree B Agree M Disagree Strongly disagree

Page 24 The EY CEO Outlook 2022



Top investment destinations

What are the top destinations in which your company is most likely to pursue an acquisition in the next 12 months
(including your domestic market)?

g —— X LF * n
————— > ]
1US 2 UK 3 China 4 India 5 Germany
P>
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Cross-border flows support global expansion plans

n Where is your organization's main focus for doing M&A in the next 12 months?

Outside domestic market

Immediate region

______
B TN
- S~
-~ ~~

,", Europe ¥ \\
x I 26Y%
N&rthzg;/nerlca e N A5y, A. l‘s »
0 7 - 0 Sia- FaclIrtic
9% & I 2%
I 3% : =
/7 “ 0
,", \ Africa and the 14- L 7%
! Middle East ;
‘\ e 24
61%
Latin America M 15%
R vl 7%
20%
. 3% .. T

Domestic market (home country)

> Primary preferred destination
outside their own region
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Respondents were polled on their top three investment
destinations; this chart reflects the top preference for each region.
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CEOs see upside advantage from having a clearly defined sustainability strategy

Only a small minority yet to adapt a strategy, but multiple benefits becoming apparent

n Which statement best describes the primary driver of your sustainability strategy?

Page 28

Becoming a leader in sustainability will be a competitive advantage
. -

Responding to pressure from governments, regulators and society
22%

Our business model is enabling other companies and customers to transform

I 18%

Becoming a leader in sustainability will lower the cost of capital for our business
* 17%

Becoming a leader in sustainability is the foundation of our long-term strategy
* 12%

We do not have a sustainability strategy

| LG

The EY CEO Outlook 2022



Not all investors are convinced of the long-term returns from sustainability
Tensions between the need to sustainably transform and investors' resistance

Have you encountered any resistance from investors and/or shareholders about your sustainability transition
strategy:

A minority of our investors and/or shareholders are not yet convinced about the cost
and potential longer-term returns of our strategy

46%

A significant number of our investors and/or shareholders are not yet convinced about
the cost and potential longer-term returns of our strategy

23%

35%

0
= Our investors and/or shareholders want to wait until they see competitor strategies in our
sector before supporting our strategy

22%
Our investors and/or shareholders want to wait until further guidance from

governments and/or regulators is issued before supporting our strategy
9%

No

et
Page 29 The EY CEO Outlook 2022



CEOs using M&A to accelerate their sustainability agenda
Clearly defined targets will enable M&A to boost ESG scoring

Page 30

How are sustainability factors driving your M&A agenda?

We have sustainability KPIs for long-term value creation
. 2 7
ESG ratings are important to attract investors, and M&A is a critical avenue to increase ESG scores
I 23

Our sustainability strategy is embedded in our corporate strategy, and M&A needs to support that
I 1
To reduce risks of potential ESG-related reqgulatory or tariff costs
I (4%
We are acquiring technology, talent, new production capabilities or innovative startups
I 1
Sustainability factors are fundamentally driving all aspects of our transaction agenda
I o

We do not factor in any sustainability/ESG drivers in our M&A agenda

B 1%

The EY CEO Outlook 2022
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Main message from question

Page 32

What will be the most important focus and characteristics of the CEO role in the next two years?

The casting vote - determining how, when and where to deploy capital investment for long-term value

N (5%

The face and voice - managing reputation and public profile of the organization at a time of increasing transparency and scrutiny
N (Y

The investor influencer - key investor relations contact between financial community and other constituencies
I 1 4%

The arbiter - determining strategic direction to fuel growth, optimize performance and protect value

I 1 4%

The ring-master - managing the executive leadership team as the board navigates increasing complexity

I 3%

The transformational leader - navigating the difficulties of setting the vision and strategy and leading the resulting transformation at the same time
I 2%

The tone setter - demonstrating transformational and inspirational leadership, leading people by example

I <

The counselor in chief - laser focused attracting and retaining talent and maintaining workforce morale, engagement and focus

I s

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.

2\
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Main message from question

n What challenges and opportunities are contributing most to the changing role of the CEO?

Balancing the needs of all stakeholders and demonstrating broader long-term value
I -

The growing focus on ESG

I -

Digital transformation and the accelerated pace of technological change
I 1

Workforce and culture - attracting, retaining and developing to ensure prosperity and diversity
I 20

Increasing scrutiny and managing reputation in a 24/7 news cycle, saturated social media world

I 1 1%

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.
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Main message from question

n What are the key personal attributes CEOs will need to succeed in a post-pandemic world?

Vision and determination
I 25
Openness and transparency
I 6%

High emotional quotient to engage
I 2%

Resilience

I 1%

Humility

I 1 0%

Courage to lead

I 1 0%

Flexibility and adaptability
9%

Social awareness, e.qg., in tune to ESG

I 7

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.
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Main message from question

Which of the following statements most accurately reflect your views on the challenges of executing on your
strategy?

Tracking progress using real-time data to flex and be agile, where appropriate
I 1 0%
Effective adoption and alignment of technology to strategic ambitions

16%
Accountability and measurement of leading indicators or results
I 1 4%
Winning hearts and minds of the workforce to sustain momentum
I 1 3%

A clear and compelling vision of the strategy

I ©%

Effective leadership with sufficient experienced resources to get things done

I ©%

Attracting and retaining customers

I 7Y

Proactively engaging external stakeholders such as investors and requlators

I

Maintaining operations and business continuity

I 5%

2ective use of external service providers such as consultants or contractors
2%

The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.
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Main message from question

n Which of the following statements best describe your approach to strategy execution?

B Execution decisions should be driven/managed from the top | trust my team to take the decisions and own responsibility for
execution

B | reward individual performance, and that drives successful | reward teamwork and collaboration, and that drives
execution of our strategy successful execution of our strategy

B | periodically check to ensure our people understand how our | communicate clearly, consistently and regularly, and welcome
corporate priorities map to our strategic priorities feedback from all of my colleagues

38%

M | havea plan and it's clear on “what, by whom and when"” | reqularly provide clear direction and objectives, but give
flexibility to our people to create solutions

54%

B | have a good team and prefer to execute our strategy internally | have a good team but prefer to seek support from external
advisors to execute our strateqgy faster

et
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Main message from question

Page 37

How important are each of the following objectives?

Improving the environmental impact of my company’s activities*

. 2 1%

Contributing to societal goals by improving diversity and inclusion in my company
15%

Improving the environmental impact of my company’s activities by reducing climate change impact

N (3%

Improving corporate governance

Lkl

Improving my company’s customer value proposition

I 1%

Contributing to communities and improving equity

I 10%

Improving my company's employee value proposition

I s

Delivering strong shareholder value for investors

I %

Ensuring employee safety

4%

*Improving the environmental impact of my company’s activities by other environmental improvement and compliance issues
The respondents were allowed to select 3 responses in order of priority. The percentages are prorated to 100%.
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Participant profile

n What is your organization’'s ownership structure?

B Privately held Publicly listed Il Government agency or department

n Which of the following, if any, apply to your organization's ownership structure?

Private Public
Family controls 35% or more of voting rights [ RN 33% 18%
Private equity portfolio company |IIEENEGgGE 42%
State owned or operated company | 3% %
None of the above I 22% 22%

Page 39 The EY CEO Outlook 2022
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Participant profile

What was your organization’'s annual revenue in the
last fiscal year (USD)?

US$100b or more | 1%
USS30b-99.90 [l 5%
USS15b-29.90 |} 6%

uUsssb-14.90 [ 15%
uUsSib-4.90 IIEEE 26%
uUsss00m -999m [ 26%
uss250m - 499m [N 23%

n What is your organization's global headcount?

0-99 1 1%
100-999 Nl 11%
1,000- 4,999 I /3%
5,000-9,999 N 14%
10,000-24,999 M 14%
25,000-49,999 WM 8%
50,000 or more HEE 9%
[ don't know | 0%

In how many countries/territories does your
organization operate? This includes business
operations, production and supply chain.

1 I 18%

2-9 I 410%
10-19 N 20%
20-39 W 11%

40-79 M 6%
80 or more M 5%
| don't know | 0%
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EY | Assurance | Tax | Strategy and Transactions | Consulting

About EY

EY exists to build a better working world, helping create long-term value for
clients, people and society and build trust in the capital markets. Enabled by data
and technology, diverse EY teams in over 150 countries provide trust through
assurance and help clients grow, transform and operate. Working across
assurance, consulting, law, strategy, tax and transactions, EY teams ask better
questions to find new answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the member
firms of Ernst & Young Global Limited, each of which is a separate legal entity.
Ernst & Young Global Limited, a UK company limited by guarantee, does not
provide services to clients. Information about how EY collects and uses personal
data and a description of the rights individuals have under data protection
legislation are available via ey.com/privacy. EY member firms do not practice law
where prohibited by local laws. For more information about our organization,
please visit ey.com.

About EY Strategy and Transactions

EY Strategy and Transactions teams work with clients to navigate complexity by
helping them to reimagine their eco-systems, reshape their portfolios and reinvent
themselves for a better future. With global connectivity and scale, EY Strategy and
Transactions teams help clients drive corporate, capital, transaction and
turnaround strategies through to execution, supporting fast-track value creation in
all types of market environments. EY Strategy and Transactions teams help
support the flow of capital across borders and help bring new products and
innovation to market. In doing so, EY Strategy and Transactions teams help
clients to build a better working world by fostering long-term value. For more
information please visit ey.com/StrategyandTransactions.

© 2021 EYGM Limited.
All Rights Reserved.

ED None

This material has been prepared for general informational purposes only and is not intended to be relied upon
as accounting, tax or other professional advice. Please refer to your advisors for specific advice.

ey.com




