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Senior Finance Executives’
Views on the Current Financial Turmoil

ll

II
I it

Iy

Il
[ “?f
Li..i.ﬁi

—
— —
— —  — P ———
- — ]

[

September2008w... -

f

-




Contents

®m This presentation contains responses from 125 senior finance executives who
participated in a Towers Perrin-sponsored CFO Research Services study in
September 2008

m Please direct comments and questions on this presentation to:

Prakash Shimpi
Enterprise Risk Management Practice Leader
(212) 309-3956

Patrick T. Finegan
Principal, Enterprise Risk Management Practice
(212) 309-3550

David N. Suchsland

Principal, Retirement Risk Solutions Practice
(215) 246-7558
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Q1. In your opinion, how much, if any, have recent events (including
the Fannie Mae/Freddie Mac bailout, the collapse of Lehman Brothers,
the sale of Merrill Lynch, the AIG bailout, and their consequences)
changed your company’s financial prospects over the next 12 months?
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Source: CFO Research Services survey, September 2008
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Q2. Have recent events made you more or
less concerned about the following issues at your company?

My company's. ..

Ability to access long-term debt financing (bond issues) 31% 34% 15% 5% 1% 14%
Ability to access short-term financing (commercial paper, . . . S— 0
lines of credit) 23% 39% 19% 7% 1% 11%
Risk management practices 21% 50% 18% 6% 1YL
Ability to carry out strategic plans (acquisitions) 21% 52% 13% 1% 2% W
Relationships with its bankers INEG 42% 24% 6% 2% N7
Ability to access equity financing 17% 23% 26% 4%2%  27%
Pension plan asset allocation IR 271% 26% 502%  28%
Market capitalization IR 34% 23% 7% 1% 27%
Long-term viability €% 28% 38% 15% 5% 11%
0% 20% 40% 60% 80% 100%

Percentage of respondents

B Substantially more concerned M Somewhat more concerned B No opinion

B Somewhat less concerned B Substantially less concerned M Does not apply

Note: Percentages may not total 100%, due to rounding. Source: CFO Research Services survey, September 2008
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Q3. Which of the following
statements most closely describes your views?

The recent financial turmoil represents a. . .

Short-term disruption confined mostly
6%
to the U.S. economy

Long-term disruption confined mostly - 0t
0
to the U.S. economy
Short-term disruption to the global
43%
economy
Long-term disruption to the global
42%
economy
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Source: CFO Research Services survey, September 2008
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Q4. In your opinion, is your company likely to make changes in
the following areas as a result of the current financial turmoil?

My company's. . .

Relationships with banks

Long-term investment plans

Cash management practices

Short-term operating budgets
Level of board engagement with risk
management policies, processes, and

Level of employee engagement with risk
management activities

Relationships with suppliers and
customers

Incentive compensation practices 83%

0% 20% 40% 60% 80% 100%
Percentage of respondents

M Likely to change
M Not likely to change

Note: Percentages may not total 100%, due to rounding.
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Q5. Would you be surprised by a large-scale government
bailout of any of the following entities in the near future?

One or more U.S. airlines

The U.S. auto industry

Another major

financial institution 86%

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

Percentage of respondents

M Yes
M No

Note: Percentages may not total 100%, due to rounding. Source: CFO Research Services survey, September 2008
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Q6. In your opinion, how much have the
following items contributed to the current financial crisis?

Risk management practices at banks and other 62% 31% 4%

financial institutions

Increased complexity of financial instruments 59% 9% 11% Fol
Financial market speculators 57% 29% 12% WAl
Predatory lending practices 50% 30% VL 2%
Irresponsible homebuyers 46% 40% RN 1%
Incentive compe.nsatlc_)n prac.tlces in the 410 30% 20% 69
financial services sector
Deregulation of the banking industry 28% 37% 23% 12%
Fair value ("mark-to-market") accounting 4% 2506 37% 13%

requirements

0% 2000 40% 60%  80% 100%

Percentage of respondents

B Major contribution ™ Some contribution B Minor contribution B Not sure

Note: Percentages may not total 100%, due to rounding. Source: CFO Research Services survey, September 2008
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Q7. To what extent do you agree
or disagree with the following statements?

The current financial turmoil is evidence
that Sarbanes-Oxley has failed to bring 27% 6% 26%
transparency to the markets

Principles-based accounting methods under
IFRS would have provided better protection
against excesses in the financial services 24 424 26% 14%
industry than rules-based accounting
methods under U.S. GAAP

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

Percentage of respondents

M Strongly agree M Somewhat agree M No opinion Il Somewhat disagree [l Strongly disagree

Note: Percentages may not total 100%, due to rounding. Source: CFO Research Services survey, September 2008
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Q8. In your opinion, how likely is it that the market for
credit protection instruments such as CDOs and CDSs will revive
(as, for example, the market for junk bonds revived after it collapsed)?

14%

]

Very likely

46%

Somewhat likely

18%

Somewhat unlikely

Very unlikely 8%

Not sure 14%

|
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Source: CFO Research Services survey, September 2008
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Q9. In your opinion, will the consolidation
among financial services companies spurred by the
current crisis benefit or harm their U.S. corporate customers?

Benefit - 14%
Neither benefit nor harm _ 23%
No opinion . 4%
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Source: CFO Research Services survey, September 2008
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Q10. What is your title?

Chief Financial Officer

VP of Finance

Director Of Finance

Controller

Treasurer

EVP or SVP of Finance

CEO, President, or Managing Director
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Other senior finance titles
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Source: CFO Research Services survey, September 2008

11



Q11. What were your firm’s worldwide
revenues in its most recent fiscal year?

<s100m | 27
$100M — $250M [ 12%
$250M — $500M [ 8%
$500M — $18 [ 149
$1B - $5B N 23%
355+ | 6%
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Percentage of respondents

Source: CFO Research Services survey, September 2008
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Q12. What is your organization’s primary business?

Financial services/Real estate/Insurance 26%
Auto/Industrial/Manufacturing 11%
Business/Professional services 11%
Wholesale/Retail trade 9%
Health care 9%
Hardware/Software/Networking 7%
Telecommunications 5%
Public sector/Nonprofit 4%
Food/Beverages/Consumer packaged goods 3%
Construction 3%
Chemicals/Energy/Utilities 3%
Transportation/Warehousing 2%
Pharmaceuticals/Biotechnology/Life sciences 2%
Media/Entertainment/Travel/Leisure 8 1%
Aerospace/Defense i 1%
Other 3%
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Source: CFO Research Services survey, September 2008
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