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PwC’s CEO Survey

17 consecutive years Annual Global CEO Survey (2014)
e 1344 CEOs in 68 countries
 For the third time in Mongolia

e Aims to inform and stimulate the debate on how businesses
are facing today’s challenges

 Global and local growth
 Risks and opportunities

« Impact of economy and governments on business

Global CEO Survey 2014 « Mongolian Edition November 2014
PwC



2014 Mongolian edition

* 40 participants (last year 30 participants)

* The survey was conducted in October 2014

e WWWw.pwc.com/mn Mining
 Others include: Others 24%

o Trading 3 8 %

e Automotive

e Education

Financial
Sector

« Construction 3 8 %

e Recruitment

e Real Estate

* Marketing and Communications

 IT Consulting Split of Participants by Industry
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Questions

1. Do you believe the global economy will improve, stay the same, or decline over the next 12 months?

2. Do you believe the local (Mongolian) economy will improve, stay the same, or decline over the next 12 months?

3. How confident are you about your company’s prospects for revenue growth over the next 12 months?

4. How confident are you about your company’s prospects for revenue growth over the next 3 years?

5. Which of the following do you see as the opportunity to grow your business in the next 12 months?

6. Please find below a list of potential economic and policy threats to the growth of your business. How concerned are you, if at all, about each of
these?

7. Please find below a list of potential business threats to the growth of your business. How concerned are you, if at all, about each of these?

8. Restructuring of existing business, which of the following restructuring activities do you plan to initiate in the coming 12 months?

9. Global trends: What are the top three global trends which you believe will transform your business the most over the next 5 years?

10. Addressing the global trends, to what extent are you currently making changes in the following areas, in order to capitalise on the global trends
that you believe will transform your business?

11. Addressing the global trends, if you are making changes to capitalise on transformative global trends, to what degree are the following areas of
your organisation prepared to make these changes?

12. What current planning time horizon are you working to, and ideally where would you like to be?

13. Of the following ways in which the government could improve the policy setting process with regard to regulation, which do you think would
have the biggest impact in Mongolia?

14. Which three areas do you think should the government priorities be in Mongolia?

15. How effective do you think the government has been in achieving the following outcomes in Mongolia?

16. What is the name of your company/organisation?

17. Have talent constraints impacted your company’s growth and profitability over the past 12 months in the following ways?

18. In general, has it become more difficult or less difficult to hire workers in your industry compared to a year ago, or is it unchanged?

19. What do you expect to happen to headcount in your company over the next 12 months?

20. With which of the following groups do you currently face the greatest challenges with regard to recruitment and retention?

21. Thinking about the range of stakeholders in your business, to what extent do each of the following have a significant influence on your business
strategy?

22. To what extent do you think your stakeholders’ trust in your industry has changed over the past 5 years?

Global CEO Survey 2014 « Mongolian Edition November 2014
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What MN CEOs think in 2014




| Mongolia: Confidence in Growth

Percentage of CEOs in Mongolia confident in improvement of
local/global economy
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Mongolia: Confidence in Growth

Percentage of CEOs in Mongolia confident in improvement of local/global
economy
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Global Economy: Confidence in Growth

2012-2014: % of MN and Global CEOs 2014: % of CEOs confident in
confident in improvement of the global improvement of the global
economy economy (selected countries)
44% 50%

44%  45%  44%
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=¢=CEOs globally «w#CEOs in Mongolia

Q1: Do you believe the global economy will improve, stay the same, or decline over the next 12 months?
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Local economy: Confidence in Growth by MIN CEOs

2014

2013

2012

®m Improve ™ Staythe same ™ Decline

Q2:Do you believe the local economy will improve, stay the same, or decline over the next 12 months?
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I .
Revenue expectations

Percentage of Mongolian/Global CEOs very confident in their company’s
prospects for revenue growth over next 12 months

Mongolian 60% _ ‘p

CEOs

40% 39%
Global CEOs _

2012 2013 2014
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I .
Revenue expectations

Percentage of Mongolian/Global CEOs very confident in their company’s
prospects for revenue growth over next 12 months

Mongolian 60%
CEOs

40%
Global CEOs
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12 month revenue expectations

% of CEOs optimistic vs % of CEOs pessimistic about revenue growth

m Very and somewhat confident m Not confident at all and not very confident

95%

16% 19% 19%

0,
15% 9% 12%

Mongolia  Global Russia China Korea Japan Australia Asia Pacific Western North
Europe  America

Q3: How confident are you about your company’s prospects for revenue growth over the next 12 months?
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I
3 year revenue expectations

Mongolian/Global CEOs’ response about their company’s prospects for revenue
growth over next 3 years

46% 46%

0% 1%
Not confident at Not very confident Somewhat Very confident
all confident

® Mongolia ™ Global

Q4: How confident are you about your company’s prospects for revenue growth over the next 3 years?
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Top 3 Economic and Policy Threats

% of MN CEOs somewhat and extremely concerned in

2013 Overregulation

Protectionist tendencies
of government
Uncertain or volatile
economic growth

2014 Inflation

Government response to fiscal deficit
and debt burden

Exchange rate volatility

®m Somewhat concerned  ® Extremely concerned

Q6: Please find below a list of potential economic and policy threats to the growth of your business. How
concerned are you, if at all, about each of these?
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Top 3 Business Threats
% of MN CEOs somewhat and extremely concerned in

Inability to finance growth
2013

Availability of key skills

Inadequacy of basic infrastructure

2014

Bribery and corruption

Lack of trust in business

Inability to finance growth

®m Somewhat concerned  ® Extremely concerned

Q7: Please find below a list of potential business threats to the growth of your business. How concerned are
you, if at all, about each of these?

Global CEO Survey 2014 « Mongolian Edition November 2014
PwC

13




What MIN CEOs will do
in 2014 - 2015




Where will growth come from?

Msz’ JV, Product/ Product/
Alliances,

service M&A, JV, service
1¥1n0va- Alliances, 1¥1n0va-
tion, 2% tion,
20% 26%

New geo
Increased share in markets;
existing markets, 8%
62%

Increased share
in existing
markets, 39%

Mongolia 2013 Mongolia 2014

Q5: Which of the following do you see as the main opportunity to grow your business in the next 12 months?
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CEO response: restructuring initiatives

End an existing strategic alliance or joint 10%
venture 5%
Enter into a new strategic alliance or joint 61%
venture 59%
e e eie e 2%
Implement a cost-reduction initiative S22 62%
Insource a previously outsoprced business 16%
process or function 8%
. : 26%
Outsource a business process or function 55 %
Sell majority i.nte.r.est in a business or exit a 10%
significant market 16%
1 d o
Complete a cross-border M&A Q9%
Complete a domestic M&A 29%
14%
® Mongolia 2013 = Mongolia 2014
Q8: Which of the following restructuring activities do you plan in the coming 12 months?
Global CEO Survey 2014 « Mongolian Edition November 2014
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Global Trends

81% 81%

Demographic shifts  Shift in global economic Resource scarcity and Technological advances Urbanization
power climate change

®m Mongolia = Global

Qo: What are the top three global trends which you believe will transform your business the most over the
next 5 years?
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CEO response: addressing the Megatrends

% of MN CEOs who either have “concrete plans to implement change programme” or have “change programme
underway or completed”

Technology investments 44%
Capital structure 42%
Use and management of data and data analytics 42%
Approach to managing risk 42%
Organisational structure/design 36%
Investment in production capacity 33%
Strategies for attracting and retaining talent 33%
Corporate governance 31%
M&A, joint venture, or strategic alliances 25%
Supply chain 25%
Location of key operations or headquarters 22%
Customer growth and retention strategies 22%
Channels to market 19%

R&D and innovation capacity 17%

Q10: To what extent are you currently making changes in the following areas, in order to capitilise on the
global trends that you believe will transform your business?

Global CEO Survey 2014 « Mongolian Edition November 2014
PwC 18




CEO response: what will stay the same

% of MN CEOs who think no % of China CEOs who think no
change is needed change is needed

Location of key operations m Location of key operations
or headquarters or headquarters 44-0

Supply chain Supply chain

Corporate governance m Investment in Productlon
capacity

Q10: To what extent are you currently making changes in the following areas, in order to capitilise on the
global trends that you believe will transform your business?
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CEO response: change agility

% of CEOs who said there is Mongolia
“no need to change” Global 2014 China 2014 2014
Approach to managing risk 14% 11% 11%
Channels to market 17% 11% 31%
Corporate governance 24% 11% 36%
Customer growth and retention strategies 8% 8% 14%
Investment in production capacity 24% 18% 31%
Location of key operations or headquarters 47% 44% 53%
M&A, joint venture, or strategic alliances 17% 9% 31%
Organisational structure/design 10% 11% 28%
R&D and innovation capacity 11% 5% 31%
Strategies for attracting and retaining talent 6% 6% 8%
Supply chain 23% 21% 47%
Technology investments 8% 11% 19%
Use and management of data and data analytics 10% 9% 8%
Average 17% 13% 27%

Q10: To what extent are you currently making changes in the following areas, in order to capitilise on the
global trends that you believe will transform your business?

Global CEO Survey 2014 « Mongolian Edition November 2014
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Management functions: ready for change?

2014, MN CEOs

Procurement and sourcing
Customer service

Board

Executive

Risk management

Finance

IT

Sales

HR

Marketing/brand management

R&D

m Somewhat prepared

m Well prepared

55%
56%
4%
47%
72%
61%
53%
50%
64%
58%

0%

53%

m Not prepared

Q11: If you are making changes to capitalize on transformative global trends, to what degree are the following
areas of your organization prepared to make these changes?

Global CEO Survey 2014 « Mongolian Edition November 2014
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Planning: currently at 1-3 years, ideally at 3-5 years

Mongolia 2014

44% 2% 7%

39%

14% 14%
1year 3 years 5 years More than 5 years

B Current ®Ideal

Global 2014

51%

1year 3 years 5 years More than 5 years

m Current mIdeal

Q12: What current planning time horizon are you working to and ideally where would you like to be?

Global CEO Survey 2014 « Mongolian Edition November 2014
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Government regulations: what will make the biggest
impact in Mongolia?

No improvements required

Ensure regulations are clear and designed for the long term 80%

Decrease the total number of regulations

Focus regulation on outcomes, not process

Place more emphasis on fairly, transparently, and consistently

enforcing existing regulations 83%

Define Global rules where needed to underpin success, tailored
ot the national or local context

Ensure the benefits to society outweigh the costs of regulation
to business

Work more closely with other nations to harmonise regulations

B Global 2014 B Mongolia 2014

Q13: Of the following ways in which the government could improve the policy setting process with regard to
regulation, which do you think would have the biggest impact in Mongolia?

Global CEO Survey 2014 « Mongolian Edition November 2014
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I
Government priorities

MN CEOs

Addressing the risks of climate change and protecting diversity
Reducing poverty and inequality

Creating jobs for young people (16-24 year olds)

Maintaining the health of the workforce

Improving the country infrastructure 87%

Developing an innovation ecosystem which supports growth
Creating a skilled workforce

Creating a more internationally competitive and efficient tax system

Ensuring financial sector stability and access to affordable capital

B2014 B2013

Q14: Which three areas do you think should be government priorities in Mongolia?

Global CEO Survey 2014 « Mongolian Edition November 2014
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I
Government effectiveness

Mongolia 2014

Addressing the risks of climate change and protecting diversity 50%

32%
Reducing poverty and inequality

Creating jobs for young people (16-24 year olds) 62%
Maintaining the health of the workforce 50%
Improving the country infrastructure

Developing an innovation ecosystem which supports growth
Creating a skilled workforce

Creating a more internationally competitive and efficient tax system

Ensuring financial sector stability and access to affordable capital 11%

44%

® Greatly effective W Effective ®Ineffective ™ Greatly ineffective

Q15: How effective do you think the government has been in achieving the following outcomes in Mongolia?

Global CEO Survey 2014 « Mongolian Edition November 2014
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Stakeholders with influence

Mongolia 2014

R&D and innovation capacity 41%

Industry competitors and peers | IIIEY Y7 T
Government and regulators  IEEYZ N NS I
Providers of capital | IEEECY N N 7

Users of social media [N e

Local communities NG .7 S 7

Customers and clients  [F5Z3 INEYY N . .

Supply chain partners | IEENES N Y7 -
Non-governmental organisations | - T e v
The press and media GGG YT 7

Employees | INEEEYYY S 7 S T

m Have little/no influence m Have some influence m Have significant influence

Q16: Thinking about the range of stakeholders in your business, to what extent do each of the following have a
significant influence on your business strategy?

Global CEO Survey 2014 « Mongolian Edition November 2014
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Stakeholders’ trust

Level of trust stakeholders have in their industry over the past five years —
Top 3 ‘deteriorated’ and top 3 ‘improved’

-

4  Deteriorated Improved [»

Customers and clients, 53%
Employees, 47%
Supply chain partners, 32%

4  Deteriorated Improved [»

Mongolia

! Global

Q17: To what extent do you think your stakeholders’ trust in your industry has changed over the past 5 years?

Customers and clients, 52%

Providers of capital, 43%

Supply chain partners, 42%

Global CEO Survey 2014 « Mongolian Edition November 2014
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'Talent constraints

Impact of talent constraint on business in Mongolia in 2012, 2013 and 2014:

42.86%
Our talent-related expenses rose more than expected 51.61%

50%
Our produciton/service delivery quality standards fell
We couldn't achieve growth forecasts in overseas markets
We couldn't achieve growth forecasts in Mongolia

65%
We weren't ale to innovate effectively
44%

We were unable to pursue a market opportunity

50%

We cancelled or delayed a key strategic initiative

2012 E2013 E2014

Q18: Have talent constraints impacted your company’s growth and profitability over the past 12 months in the
following ways?

Global CEO Survey 2014 « Mongolian Edition November 2014
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Headcount movement

% of CEOs who said the headcount will increase, decrease,
stay the same in 2014

(0)
32% 9%

Decrease Stay the same
® Mongolia ® Global

51%

Increase

Q20: What do you expect to happen to headcount in your company over the next 12 months?

Global CEO Survey 2014 « Mongolian Edition
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Recruitment and Retention Challenges

% of MN CEOs who said they face challenges with recruitment and retention of

High-potential middle managers 85%
Skilled production worker 29%
Senior management team 41%
Younger workers

B

Q21: With which of the following groups do you currently face the greatest challenges with regard to recruitment
and retention?

Global CEO Survey 2014 « Mongolian Edition

November 2014
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Talent availability

Ease of hiring talent in Mongolia

2012

2014 ge}7]

0% 20% 40% 60% 80% 100% 120%

® More difficult ™ Unchanged m Less difficult

Q19: In general, has it become more difficult or less difficult to hire workers in your industry compared to a year
ago, or is it changed?
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For deeper discussion on the Mongolian
CEO Survey, please contact:

Mongolia

Matthew Pottle

Managing Partner

+(976) 70009089 ext.2003
matthew.f.pottle@mn.pwc.com

Olga Khardaeva

Advisory Manager

+(976) 70009089 ext.2054
olga.khardaeva@mn.pwc.com

Global

Suzanne Snowden
Global Thought Leadership
+44 (0)20 7212 5481
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l Thank you!

This publication has been prepared for general guidance on matters of interest
only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific
praofessional advice. No representation or warranty (express or implied) is
given as to the accuracy or completeness of the information contained in this
publication, and, to the extent permitted by law, PricewaterhouseCoopers
Audit LLC, its members, employees and agents do not accept or assume any
liability, responsibility or duty of care for any consequences of you or anyone
else acting, or refraining to act, in reliance on the information contained in this
publication or for any decision based on it.

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



