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At a glance

Cruising into summer, private
companies told us they felt
oprtimistic about the economy and
their revenue prospects. Our survey
shows that capital spending is up
among these businesses, while
their concern about headwinds is
down. But ir's not all blue skies —
headcount increases remain low as
companies sruggle to find workers
with the right skills and contend
with rising wage pressure.

PwC

Private-company sentiment has gone up (4), down(d) or held steady (=)

across a variety of areas.

At 59%, the number of private

Pessimism about the world economy

companies’ feeling optimistic about the STEADY DOWN is low, with just 9% of international
US economy held steady, coming in just — * marketers voicing this sentiment, down
a smidgen below last quarter's 60%. from 20% a year ago.
Corporate performance
Private companies expect an average International marketers project an even
up up

of B.1% revenue growth, up slightly
from last year's 7.8%. One-third expect
double-digit growth.

higher 9% rewvenue growth, up from 7.8
a year ago. Sellers in emerging markets
expect 9.8%.

Over one-third (36%) of private
companies are planning major new
investments. This is the second highest
level we've seen in three years.

Capital spending

At 8.4%, private companies’ new capital
spending as a percentage of sales is
up from last quarter’s 6.6%, as well as up
from 6.4% a year ago.

Hiring
While the majority (56%) still plan to DOWN up One-fifth (20%) of private companies say
hire, the percentage has dropped from * * they feel wage pressure this quarter, up
last quarter's three-year high of 63%. from 13% the prior quarter.
Headwinds

Though 59% still say lack of demand
is a barrier to growth, that's markedly
less than the 74% saying this a couple of

years ago.

Lack of qualified workers is a growth
barrier for 32% — the second time since
3Q08 that this data point has risen as
high as 30%.

Increased spending on geographic
expansion is planned by 23%, up
from the 17% reported in the prior
three quarters.

Just 15% of companies plan inorganic
growth via acquisitions — the same
as a year ago — favoring strategic

alliances instead.
< Main menu }
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Economic sentiment

Economic barometer - 12-month outlook

® US economy © World economy*

49%
Optimism Uncertainty

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2014

*Optimism about the world economy reflects responses only from companies selling internationally
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Economaic sentiment

Optimism snapshot - Today and a year ago

US economy

Today 59%

A year ago

World economy

Today

A year ago

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2013 & 2Q 2014

* World optimism reflects responses only from private companies selling internationally
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Economic sentiment

The long view — Economic optimism over time

Percentage of respondents

80%
60% |- \/—
40% |- \/
20% |-
0%
2Q'08 2Q’09 2Q’10 2Q'11 2Q12 2Q'13 2Q’14

@ US economy ® World economy*

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2008 to 2Q 2014

* World optimism reflects responses only from private companies selling internationally < Mai
ain menu }
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Corporate performance

Revenue forecasts for private companies continue to outstrip
GDP projections for the US and world economies

GDP growth forecasted for 2014

2.6%
US economy
[ Y, e for US private

1.2% Euro area

7.4% China

, i -1 4.9% India

1.8% Brazil

0.5% Russia

World economy

3.4%

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2014

*Trendsetter private companies’ projected revenue growth for the next 12 months X
GDP figures sourced from the OECD < Main menu }
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Corporate performance

Growth expectations

Most private companies project revenue growth for the next 12 months.
Over one-third expect double-digit growth.

3%

® Positive growth 10%+
@ Positive growth less than 10%
( Zero growth
® Negative growth
Not reported

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2014
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Corporate performance

Private companies forecast stronger revenue growth today
than a year ago

12-month revenue growth rate”

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2013 & 2Q 2014

*Projected .
< Main menu }
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Opportunities and barriers

Top areas where private companies plan to increase
their spending over the next 12 months

New product/service 30%
introductions 31%

27%

Information technology

. ® Today

(2Q 2014)

® A year ago
(2Q 2013)

Geographic expansion

Facilities expansion

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2013 & 2Q 2014

Percentages denote the number of companies who plan increases .
< Main menu }
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Opportunities and barriers

Growth barriers in the next 12 months

Top barriers loom less large than a year ago

Lack of demand i)
Legislative/regulatory
pressures

0,
Lack of qualified workers So0

30%
Profitability/
decreasing margins
Increased taxation
- :
e pres ® Todsy
(2Q 2014)
Pressure for @ Ayearago
nereased vages eazom
Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2013 & 2Q 2014
Percentages denote the number of companies who cited these factors as growth barriers. .
< Main menu }
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Hiring

The majority of private companies plan to hire in the next
12 months

® Hire new workers
® Keep workforce the same
¢ Reduce headcount

41%

56%

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2014

< Main menu }
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Hiring

Hiring riddle

Despite running below capacity, companies are increasing headcount

just slightly. Why?

e

Less than half of private
companies are running at
full capacity, but that doesn’t
mean they’ll be hiring in
droves. Instead, they plan to
increase headcount by just
1.8% in the next year — the
lowest figure in some time.

This conservatism partly
reflects heightened concern
about wage pressure — cited
as a growth barrier by 20% of
private companies — as well
as highly targeted hiring, with
companies seeking workers
that have specialized skills,

such as technological knowhow,

which are in short supply.

9+ million

Over 9 million
people in the US are
seeking work*

i it i
LA 'I' it
*',i, Y'Y .32
¢4t Almost one-third of
private companies
say the skills gap is
a growth barrier

The majority of :
private companies 400/0

plan to hire .
Less than half of private

companies are running
at full capacity

Source: Trendsetter Barometer Business Outlook, PwC, 2014

Period covered: 2Q 2014
* Bureau of Labor Statistics

PwC
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International expansion

Nearly half of Trendsetter private companies
sell internationally

United States only Emerging markets

International markets

Percentages reflect the number of private companies selling in each market
Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2014

) ) ) ) < Main menu }
*Here, the term emerging markets refers to Brazil, China, and India only.
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International expansion

Private-company revenue from international sales

Percentage of total revenues
Market presence derived from international sales

International markets
generally

Emerging markets®

18%

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2014

) ) ) ) < Main menu }
*Here, the term emerging markets refers to Brazil, China, and India only.
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International expansion

International companies plan to be more growth-focused
than their peers over the next 12 months

Planning major Developing
o . R&D
capital investments new products/services

46%

® International @ Domestic only

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 2Q 2014 < . }
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| Survey demographics and research methodology

Since 1995, PwC’s Trendsetter Barometer Business Outlook has tracked the views of top To find out more about privatetcor‘npany
executive officers at privately held US businesses and the trends these reveal. This quarter, we trends and discuss the survey findings,
spoke with 205 private company leaders, including 118 from companies in the product sector please contact:

and 87 in the service sector.

How the Trendsetter companies break down US Leader

Private Company Services

* Products 58% . rich.stovsky@us.pwe.com
- Manufacturing 30%

— Trade/Distribution 14%
— All other 14%
* Services 42%

Trendsetter Partner Sponsor
Private Company Services

Demographics ken.esch@us.pwe.com
Who Leading privately held businesses in the United States
Intemew dates .............. O c t Ober% 2013 t O Januaryg, 201 4 ....................................
All (205) Product (118) Service (87)
Average number Of employees e 1,330 ................. 1,596 ................. 968 ..................
Average enterprise revenues  $355million  $s0omillion  $160million
Flve_year grOWth rate .............. 42% .................. 4 2% .................. 42% .................

Survey interviews were conducted by the independent research firm BSI Global
Research, Inc. by phone between April 4, 2014 and July 1, 2014. The same companies are
interviewed and tracked from quarter to quarter, with occasional changes made to the
survey population due to turnover.

To see the corresponding survey report, please download it on our website or read the
report on our 365 app.

© 2014 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers LLP, which is a
member firm of PricewaterhouseCoopers International Limited, each member firm of which is a separate legal entity.
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