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Economic sentiment

Economic barometer - 12-month outlook

Private-company leaders feel far more optimistic than pessimistic about the US and world economies.

[ US economy [ World economy*

5
&

Pessimism Uncertainty

Optimism

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2013

*Optimism about the world economy reflects responses only from companies selling internationally < Main menu }
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Economic sentiment

Optimism snapshot - Today and a year ago

US economy — Optimism about the US economy’s 12-month prospects is higher now than a year ago

A year ago 42%

53%

Today

World economy — Optimism about the world economy’s 12-month prospects is markedly
higher now than it was this time last year

A year ago 25%

Today 43%

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2012 to 4Q 2013

PwC
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Economic sentiment

The long view — Economic optimism over time

The gap between private companies’ confidence in the US economy and their optimism about the world economy has
begun to close again, after widening a couple of years ago.

M US economy [ World economy*
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Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2012 to 4Q 2013 < Main menu }
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Corporate performance

Private companies forecast stronger revenue growth for 2014

12-month revenue growth rate*

Growth expectations

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

204 6%

36% @ Positive growth 10%+

@ Positive growth less than 10%
@ Zero growth
@ Negative growth
Not reported
47%
*Projected
Source: Trendsetter Barometer Business Outlook, PwC, 2014 < Main menu }

Period covered: 4Q 2012 to 4Q 2013
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Corporate performance

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

GDP growth forecasted for 2014

2.9%
US Revenue growth*
economy for US private

s S— companies

8.5%

® 1.0% Euro area
8.2% china

_. 4.7% India

e B 2.2% Brazil

e l ..... e 2.3% Russia

World economy

3.6%

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2013

*Private companies' projected revenue growth for the next 12 months
GDP figures sourced from the OECD
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I - -
Opportunities and barriers

Top new growth initiatives private companies Growth expectations
p[an to pursue in2014 Most private companies project revenue growth for the next 12 months.

- 0 -third t double-digit th.
Greater focus on acquisitions ver one-third expect double-digit grow

New sirategic

alliances L 19%] New product/service L 29%

introductions
Purchase of
another business Information technology
N joint @ Today Marketing & sales promotion .
ventures ® Avyearago n

Advertising =

-
Busi st
Usiness acqguisitions
)
& dovel ® Today
Rese: it
arcl evelopmen 13% @ Avyearago

< Main menu }
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I - -
Opportunities and barriers

Growth barriers for 2014
Top barriers from 2013 loom less large in 2014

Legislaton/regulatory pressures and increased taxation
continued to rank high among private companies’ anticipated
barriers to growth. Lack of demand, however, remained the
biggest concern, but markedly less so than a year ago, dropping
10 points. Concern about increased taxation dipped even
further, dropping 15 points since a year ago.

PwC

Lack of demand

Legislation’
requlatory pressues

Increasad taxation

Profitabil ity
decreasing margins

Lack of qualified workers

Oil'energy prices

Pressura for
increased wages

Lack of capital
for investrnent

Strength of the
LS Dallar

Competition from
foreign markets

Higher interest rates

T

7%
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§
2
3
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Hiring

The majority of Trendsetter private companies plan new hiring

For the third consecutive quarter, 57% of private companies said they planned to hire.

3%

W Hire new workers
I Keep workforce the same

' Reduce headcount

40%

57%

Source: Trendsetter Barometer Business Outlook, PwC, 2014 Main men
Period covered: 4Q 2013 a enu
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| Hiring

Where are the workers who will power growth?
Many of them are filling the unemployment ranks when they might be filling the skills gap instead.

it
Despite persistently high 10+ million
unemployment, companies Over 10 million

are still struggling to fill open people in the US are

positions with the right people seeking work*

—a difficulty that's impeding

growth for some businesses. ’f' t ' g f ;

Public-private partnerships aimed " u 'i i t s : pf ¢ IEN 28%

at retooling unemployed workers "i,* U B I t :
with much-needed skills could go t Over one-quarter of private

companies say the skills gap

far in helping to solve the problem. is a growth barrier

The majority of :
private companies i
plan to hire 450/6

Less than half of private companies
are running at full capacity

Source: Trendsetter Barometer Business Outlook, PwC, 2014

Period covered: 4Q 2013
- < Main menu }
*Bureau of Labor and Statistics
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| Hiring

Hiring trend for private companies over the past year*

While many companies planned to keep their headcount flat over the past year, more intended to raise it.
Planned headcount additions were far greater than planned reductions.

M Hire new workers [ Keep workforce the same [ Reduce headcount

3%

4Q°13 40% 57%
4%

3Q°’13 39% 57%
6%

2Q°13 37% 57%
4%

1Q°13 44% 529%
5%

4Q°12 39% 56%

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2007 to 4Q 2013

A . ) iy < Main menu }
*Data reflects hiring intentions (looking out 12 months), not actual hiring
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| Hiring

Hiring trend for private companies over the past several years*

Post-recession, the percentage of Trendsetter companies planning to hire new workers has consistently stayed above 50 percent
in all but one quarter.

M Plan to hire new workers [ Plan to keep workforce the same [ Plan to reduce headcount

Percent of respondents

100%

1

80%

60%

40‘}{0’_ \Af

20%

2007 2008 2009 2010 2011 2012 2013

0,

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2007 to 4Q 2013

I . ) iy < Main menu }
*Data reflects hiring intentions (looking out 12 months), not actual hiring
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I _ -
International expansion

Nearly half of Trendsetter private companies sell internationally

One-fifth of Trendsetter companies are selling in the emerging markets of Brazil, China, and/or India.

United States only Emerging markets*

International markets LR

Percentages reflect the number of private companies selling in each market
Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2013

. . . , < Main menu }
*Here, the term emerging markets refers to Brazil, China, and India only.
PwC 14



International expansion

Private-company reventue from international sales

Trendsetter private companies that sell abroad expect to derive 20% of their total revenue from international sales over the
next 12 months. Within this group of internationally active companies, those selling in Brazil, China, and/or India expect to
generate almost one-third of their revenue from international sales.

Percentage of total revenues derived
Market presence from international sales

International markets generally 20%

Emerging markets* specifically

Percentages reflect the number of private companies selling in each market
Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2013

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

International companies are more growth-focused than their peers

Plan to increase spending in the following areas:

17%
nformation technology ]
ReD
Business acquisitions

Planning major capital
investments Planning to hire

New products/services

¥ International marketers M Domestic only

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2013 < . }
Main menu
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International expansion

Trendsetter private companies that sell abroad tend to project higher revenue
growth, compared with their domestic-only peers

However, the gap closes periodically, as it did in the second half of 2013, when domestic-only companies projected
higher revenue growth than their international peers.

W Domestic-only companies W International W Emerging markets*

12-month growth rate

25%

20%

15% |-

10%

5%

0%%

2007 2008 2009 2010 2011 2012 2013

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2007 to 4Q 2013

*Here, the term emerging markets refers to Brazil, China, and India only. Revenue data on Trendsetter companies selling in
these markets began to be collected in 2009. < Main menu }
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I _ -
International expansion

Private companies that sell abroad consistently show a greater tendency to make
new major capital investments and increase their operational spending, compared
with their domestic-only peers

New major investments of capital
12-month projections

W Domestic-only companies M International W Emerging markets*
12-month growth rate

100%0 -

80%

60%%

/\/_\/.\/—/\-4\.-\/

2007 2008 2009 2010 2011 2012 2013

20%

0%%

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2007 to 4Q 2013

*Here, the term emerging markets refers to Brazil, China, and India only. Revenue data on Trendsetter companies selling in
these markets began to be collected in 2009. < Main menu }

PwC 18



International expansion

Increased operational spending
12-month projections

¥ Domestic-only companies [l International M Emerging markets®
12-month growth rate

100% -

80%

60%

{

20%

2007 2008 2009 2010 2011 2012 2013

Source: Trendsetter Barometer Business Outlook, PwC, 2014
Period covered: 4Q 2007 to 4Q 2013

*Here, the term emerging markets refers to Brazil, China, and India only. Revenue data on Trendsetter companies selling in
these markets began to be collected in 2009. < Main menu }
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| Survey demographics and research methodology

PwC'’s Trendsetter Barometer Business Outlook incorporates the views of 208 chief executive To learn more about private—co_mp_any
officers (CEOs/CFOs) at privately held US businesses, including 119 from companies in the trends and discuss the survey findings,
product sector and 89 in the service sector. please contact:

Rich Stovsk
How the Trendsetter companies break down q

e Products 57% US Leader
— Manufacturing 32% Private Company Services
— Trade/Distribution 14% rich.stovsky@us.pwc.com

— All other 11%
e Services 43% en Esch
Trendsetter Partner Sponsor
Survey demographics and research methodology Private Company Services

ken.esch@us.pwc.com

Demographics

Who Leading privately held businesses in the United States

Intem erat es ............. o c tOber : 7 2013 t O Januaryg 2014 ....................................
All (208) Product (119) Service (89)

Average number of employees 1288 135 1266

veage entorprise evemes. | $34smiion " Sadosmilion 2163 miin

Fneyeﬂ gm“th Hte ................. 5 0% ................. 4 8% .................. 5 3% ............

Survey interviews were conducted by the independent research firm BSI Global Research,
Inc. by phone between October 7, 2013 and January 9, 2014.

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

< Main menu

© 2014 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers LLP, which is a
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