" 21% Global CEO Survey
Country summary: Key findings in Cyprus

From confidence
to growth

-

of CEOs are confident about of CEOs are concerned
their company’s prospects about the future of the
for revenue growth over the Eurozone

next 12 months

April 2018

www.pwcceosurvey.com.cy




Local survey highlights

| I
r -
B "' - - X | | l | l
F F b F - -
I F oy i

of CEOs in Cyprus believe global economic growth will

improve over the next 12 months
O of CEOs are confident about their company’s prospects for
5 0 revenue growth over the next 12 months

of CEOs are confident about their company’s prospects
for revenue growth over the next 3 years

‘ ’ |’ I O are planning to drive corporate growth and
h 9 O profitability through organic growth

of CEOs are concerned about the future of the
Eurozone

~—

of CEOs are concerned about the speed of
technological change

expect headcount at their company to increase over
the next 12 months

Greece & the United Kingdom

are the 2 countries that CEOs in Cyprus consider most important for

their overall growth prospects
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Key findings in Cyprus 1

Evgenios C Evgeniou
CEO, PwC Cyprus

The 21st Global CEO Survey coincides with the 7th survey conducted in Cyprus, in the context
of our ongoing effort to capture the pulse and record the perceptions of the business
community.

In this year’s local survey, in which participated 67 CEOs of businesses operating in Cyprus,
optimism prevails across all levels, both for the growth prospects of their own companies and
the prospects of the global economy.

The fact that credit rating agencies place Cyprus on the track of growth, coupled with the
possibility to borrow from the markets at a lower cost, has been the most important
development for the Cyprus economy in the past year. However, in order to properly manage
the opportunities that lie ahead and continue to work with a focus on growth, it is imperative
that we take decisive action on all necessary reforms. The reforms that will strengthen the
growth prospects of our economy and make it more outward-looking, innovative and
competitive.

The participation of CEOs in Cyprus confirms the need for action, putting threats, challenges
and opportunities into context and highlighting issues such as trust, the role of technology and
globalisation. The business community of Cyprus expresses views that reflect those of the CEOs
in the Eurozone and globally. This allows us to form an objective opinion on the direction in
which businesses are headed, the thoughts of their leaders and the trends that shape the
market.

At this point, I would like to thank all the CEOs that took part in the survey and, in particular,
Mrs Eleni Kaloyirou, CEO of Hermes Airports Ltd. Her contribution through the in-depth
interview and the valuable time she has dedicated have proven invaluable in completing this
effort.

At PwC, we listen and stand by you to say things as they are and advise you on what may seem
unimportant today, but will prove essential tomorrow. By adapting the experise of our global
network to your specific needs, our aim is to help you make the difference.

I do hope that the survey you now hold in your hands will prove to be a useful tool in providing
information and helping you plan and make decisions for the growth of your business.

Evgenios C Evgeniou



CEO Survey

PwC’s 21st Global CEO Survey titled “The Anxious Optimist in the Corner
Office” was completed for yet another year with the participation of almost
1,300 CEOs from 85 countries. The survey, which is presented every year
at the World Economic Forum in Davos, Switzerland, examines the views
of CEOs on the economy, technology, globalisation and other issues
affecting their strategic thinking. The survey also contains extensive
references to the ways in which companies address opportunities,
challenges and threats, by comparing the views of CEOs from different
geographical areas.

More specifically, this year’s survey focuses on the declining trust in
businesses and other important institutions in our society. It also
highlights the role of technology and how it affects human talent, with
special reference to robotics and the blockchain implementation. Finally,
the movement of capital, people and goods continues, but the real question
is where can we find opportunities for growth and where do we see
challenges emerging.

A total of 67 CEOs from Cyprus participated in PwC’s 21st Global CEO
Survey to share their concerns on the strategic orientation of their
businesses, as they have done for the past 7 years.

The key findings of the global survey include the heightened confidence of
CEOs in the global economic environment, indicating record levels of
optimism, but also confidence in the prospects of their own company.
Nonetheless, leaders express concern over the availability of talent with
digital skills, the impact of technology and societal threats, terrorism,
geopolitical uncertainty and cyber attacks. But let’s take a look at the
situation in Cyprus.
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This is an era characterised by many challenges. After being hit by the
worst economic crisis of the last 80 years, Europe is now facing a cycle of
instability with unpredictable consequences. In this fluid European
environment, Cyprus has significantly strengthened its economy and has
entered a period of growth. The data published by credit rating agencies
and decreasing trends in the spreads of Cypriot bonds confirm that we are
on the right track.

Nonetheless, now is the time for Cyprus to move forward and create
conditions for sustainable growth. It is called to address a series of
challenges, with non-performing loans and investments in technology
infrastructure being at the top of the agenda.

Increasing productivity and enhancing competitiveness through structural
reforms, attracting investment, connecting university knowledge and
research with the labour market and businesses, strengthening innovation,
promoting digital transformation and investing in our educational system
to meet the needs of our youth: these are the stakes for Cyprus. Winning
this bet will help improve our country’s rankings in the international
entrepreneurship and competitiveness indices.

In this year’s survey, we are honoured to include an interview with Mrs
Eleni Kaloyirou, Chief Executive Officer of Hermes Airports Ltd. We would
like to thank her warmly for her contribution!



4 21 Global CEO Survey

Seize the day

52%

of CEOs in Cyprus believe global
economic growth will improve
over the next 12 months

According to the survey results, CEOs appear
to be highly optimistic, globally as well as in
the Eurozone and in Cyprus. For the first time
since we began asking the question in 2013,
the majority of CEOs surveyed believe global
economic growth will improve. The outlook is
therefore optimistic and positive.

But why are CEOs around the world so
optimistic? It is true that the global economy
relies on strong economic indicators, with
2017 expected to be the best year since 2010.
Capital markets are booming and forecasts
point towards GDP increase in most
economies. Quite notably, even Greece
appears to be recovering when, just a few
years ago, it was on the brink of leaving the

Euro. Moreover, Russia and Brazil have
returned to growth, China is on a steady
course, the Eurozone is recovering, the United
Kingdom does not appear to be severely
impacted by Brexit and, finally, growth in the
United States is almost 3%.

As for the United States, it is worth noting
that the Trump administration has focused on
corporate tax cuts and the renewal of rules
and regulations. This has contributed to a
booming stock exchange market and has
driven corporate confidence while
significantly reducing unemployment.

Figure 1: Global economy growth prospects

Stay the same

Decline
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In this positive climate, CEOs in Cyprus are Similar levels of optimism are expressed by
more optimistic than ever before. A total of CEOs both globally and in the Eurozone, with
52% of CEOs surveyed believe that global 57% and 63% respectively. The

economic growth will improve, in contrast to corresponding rates in last year’s survey were
much lower rates in previous years, i.e. 36% almost half: 29% of CEOs globally and 33% in
in 2017 and 33% in 2016. the Eurozone. These figures confirm the

substantially higher levels of optimism
amongst all business leaders, whether they
are located in the Eurozone, in Cyprus or
globally.

Figure 2: Global economic growth over the next 12 months. A 6 year analysis.

Respondents who stated that global economic growth will
improve over the next 12 months
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As regards the confidence of CEOs in their
own company’s prospects for revenue growth
over the next 12 months, again we see a small
increase, with 34% of respondents in Cyprus
being very confident compared to 31% last
year. Overall, 85% of CEOs in Cyprus (very
confident and somewhat confident) are
positive about their company’s growth
prospects as against 83% last year. The trends
are exactly the same over the next three
years, with 91% compared to 85% last year.
CEOs globally and in the Eurozone are also
confident and positive about their company’s
prospects for revenue growth, both over the
next 12 months and over the next 3 years. The
corresponding rates stand at 88% and 86%
over the next 12 months and 91% and 90%
over the next 3 years respectively for CEOs
globally and in the Eurozone.

of CEOs are confident about

8 5 % their company’s prospects

for revenue growth

Figure 3: Company prospects for revenue growth over the next 12 months

Q: How confident are you about your company’s prospects for revenue growth over the
next 12 months?
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Not confident at all 1

Figure 4: Revenue growth prospects over the next 12 months. Respondents who stated very and somewhat confident about

A 6 year analysis.

their company’s prospects for revenue growth over the next 12
months

2015 2016 2017 2018
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Figure 5: Company prospects for revenue growth over the next 3 years

Very confident 36% 37% 45% 0 cyprus [ Evrozone I Giobal
Somewhat confident ‘ 55% @’ ‘ 46%
Not very confident @ @ @)
Not confident at all @% @ @
Figure 6: Revenue growth prospects over the next 3 years. Respondents who stated very and somewhat confident
A 6 year analysis. about their company’s prospects for revenue growth over the

next 3 years.

2013 2014 2015 2016 2017 2018

Figure 7: Short and medium-term revenue growth prospects. A 6 year analysis. Respondents who
..................................................................................................................................................... stated veryand
somewhat

o confident about
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revenue growth
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“The global economy is finally beginning to look healthy, ten years after the start

of the last financial crisis that we suffered. This year, for the first time, we are
seeing that all economies, both emerging and developing, are forecasted to grow.

Of course, some will grow faster than others”.

Eleni Kaloyirou,
Chief Executive Officer of Hermes Airports Ltd




It is notable that levels of optimism are higher
over the longer term. This is the prevailing
perception, but we should also take into
account that developments are ongoing and
are constantly reshaping the political,
economic and business environment, and
therefore no one can predict what will happen
in 3 years time.

So beyond this widespread optimism in the
business landscape, CEOs have prepared and
implemented strategic plans on the activities
they will focus on over the next 12 months to
drive corporate growth and profitability. For
CEOs in Cyprus, priority is given to organic
growth with 69%, followed by a new strategic
alliance or joint venture with 51%. CEOs
globally (79%) and in the Eurozone (77%)
also favour organic growth, followed by cost
reduction with 62% and 55% respectively.

Key findings in Cyprus 9

The rates are similar to those recorded last
year for CEOs globally and in the Eurozone,
while for CEOs in Cyprus cost reduction has
declined significantly and now stands at 48%
compared to 65% last year. This is a positive
note for the future and reaffirms the overall
optimism described above.

With regards to new mergers & acquisitions,
the percentage in Cyprus which has fallen
compared to last year (from 24% to 18% this
year) is indicative of the mindset of CEOs in
our country as, based on our size, one would
expect this to be a main activity for
businesses.

Q: Which of the following activities, if any, are you planning in the next twelve months in order to drive corporate growth or

profitability?

Organic growth

Cost reduction

Outsourcing

Sell a business or
exit a market

Cyprus -Eurozone - Global

New strategic
alliance or joint
venture
>

Collaborate with
entrepreneurs or
start-ups

New Mergers &
Acquisitions

Other

.
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A window to the world

This heightened confidence in global ; .
growth guides business leaders in the Figure 9: Important countr lesforoverall grow thpro SPECLS o

search of new challenges for their Q: Which three countries, excluding the country in which you are based, do you consider
investments, in order to achieve short-term most important for your organisation’s overall growth prospects over the next 12 months?
growth. Access to more consumers and
skills paves the way and underpins why
CEOs are looking for countries in which to
expand their operations, giving their Global TOP 10

business a new momentum.
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CEOs in Cyprus do not appear to be
affected by Brexit, as negotiations have
only recently reached a significant
milestone. So for yet another year, after
Greece (54%), they choose the United
Kingdom as the second most important
country for their overall growth prospects
with 52%. This marks a substantial
increase compared to last year’s 19%. The
third country of choice is Russia with 34%,
followed by Germany with 21%.

Cyprus Top 11

—

———

USA 10%

China and the USA have been mentioned by
amere 10% of CEOs in Cyprus, while it is
worth noting that globally these countries
are the top two choices for CEOs.

Interestingly, for CEOs in Cyprus, China is
becoming less popular as a country of
choice for growth prospects in the last
three years, from 20% in 2016 down to
12% in 2017 and 10% today. It is evident
that Cypriot businessmen do not see
opportunities for growth prospects in
China while, on the contrary, according to
recent data, Chinese businessmen have

Key findings in Cyprus 11

been increasing their investments in
Cyprus over the last few years, as they
consider it to be one of the most competitive
EU countries. Investments in tourism and
the hotel industry reaffirm the interest of
Chinese businessmen in our country.

% i Russia 34%

%

reece 0 UK 52% Germany 21%
China 10%
UAE 7% Egypt 4%
Poland 4%

Dubai

RN (e =

1

Italy 4%
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What keeps CEOs awake at night?

Despite the optimism in the prospects of the
global economy, anxiety is rising on a much
broader range of business, social and
economic threats. CEOs realise that these
challenges pose a threat to their
organisation’s growth prospects and it is
indeed worth noting that CEOs in Cyprus,
globally and in the Eurozone are all
concerned about the same threats. For 79% of
CEOs in Cyprus, the most important threat is
the future of the Eurozone. This is followed by
geopolitical uncertainty and over-regulation

(78%). We then have tax burden with 70%,
uncertain economic growth with 69%, and
terrorism, which emerges for the first time as
one of the top five concerns worldwide, at
67%. In last year’s survey, the top concern of
geopolitical uncertainty was followed by the
future of the Eurozone and uncertain
economic growth.

Figure 10: Economic, policy, social and environmental threats

Q: How concerned are you about the following economic, policy, social and environmental threats to your organisation’s growth

prospects?

Top 4 threats for Cyprus

Future of the
Eurozone

79%

Geopolitical
uncertainty

: | Tt (1 e
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Over-regulation

I Increasing tax burden
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Respondents who stated ‘Extremely concerned’ or ‘Somewhat concerned’

“In the same way that Cyprus - Eurozone - Global
we have been successful

over the last two years

and have taken Future of the Eurozone 69%
advantage of the 61%
geopolitical instability

in our area, this could Geopolitical uncertainty

turn against us at any

moment”.

78%

®
3
S

Over-regulation 78%

Eleni Kaloyirou,
Chief Executive Officer of 83%

Hermes Airports Ltd

Increasing tax burden 69%
Uncertain economic
growth 64%

74%
Terrorism 67%

77%
Populism 799

77%
Unemployment 53%

50%
Climate change and o
environmental damage 70%
69%
Social instability 62%
73%
Access to affordable
capital 34% 479
0

Inadequate basic
infrastructure 57% 65%
Protectionism 68%

76%
Changing workforce
demographics 56% p—
Exchange rate volatility 44%

70%
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Respectively, for CEOs globally geopolitical
uncertainty ranks first with 85%, with
over-regulation (83%), increasing tax burden
(78%) and terrorism and populism (77%)
completing the top four threats. These rates
are similar for CEOs in the Eurozone, for
whom geopolitical uncertaintly and over-
regulation are the top concerns with 78%,
followed by populism (72%) and climate
change and environmental damage (70%)
and finally the increasing tax burden and the
future of the Eurozone (69%).

It is worth noting that the future of the
Eurozone is a cause of particular concern to
CEOs in Cyprus, indeed with a difference of
10% compared to CEOs in the Eurozone (79%
for Cyprus and 69% for the Eurozone). CEOs
globally and in the United Kingdom, on the
other hand, do not seem to worry as much
about the future of the Eurozone. Despite
Brexit, for CEOs in the United Kingdom the
future of the Eurozone ranks only fifth
amongst their top concerns. Another
interesting finding relates to terrorism, which
begins to worry CEOs more than before
following incidents in the past year worldwide
and the uncertain environment that they
create.

As regards business threats, CEOs seem to
focus on the speed of technological change
and how it affects their organisation’s growth
prospects. Times are changing and
technology is at the forefront in every single
aspect, from how businesses are organised
and operate to how they are protected from
cyber attacks, how they use technology to
develop their human resources but also how
technology is applied in research and
innovation programmes.

More specifically, for 67% of CEOs in Cyprus,
the speed of technological change is the top
business threat, followed by cyber threats
(66%) and the availability of key skills (64%).
As far as CEOs globally are concerned, 80%
perceive the availability of key skills and
cyber threats as the top threats to their
business, while the speed of technological
change comes second with 76%. CEOs in the
Eurozone also consider the availability of key
skills to be the top threat with 68%, followed
by cyber threats (63%) and the speed of
technological change (60%).

Figure 11: Business threats

Top 4 threats for Cyprus

Speed of technological
change

67%

Cyber threats

66%

I Availability of key skills I

Changing consumer
behaviour

7%
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“What we are seeing internationally is a change in the patterns of people flying. In the
past, flying activity used to be linked to the GDP growth of a country but last year, we
saw that within Europe for example, air travel has grown in excess of 8% so many
multiples over the growth of GDP in the Euro area”.

Eleni Kaloyirou,
Chief Executive Officer of Hermes Airports Ltd

Respondents who stated ‘Extremely concerned’ or ‘Somewhat concerned’

- Cyprus - Eurozone - Global

Speed of technological
change

(Cyber threats

(Availability of key skills

Changing consumer
behaviour

Readiness to respond
to a crisis

Rising employee benefits
and pension costs

(Lack of trust in business

(New market entrants

Volatile commodity
prices

Potential ethical
scandals

(o )

A

Volatile energy costs

(o )

Supply chain disruption

Activist investors or
A other campaigners
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Globalisation

Globalisation is defined as the process by
which the world is becoming increasingly
integrated. Of course this does not mean that
globalisation is equally effective in all areas.

This year’s World Economic Forum discussed
the issue of globalisation and how we can
create a future for all in a fragile world. In this
context, the 21st Global CEO Survey asked
respondents to consider a number of political,
economic and trade trends and pick a side in
terms of which direction the world was
moving towards. The survey’s results are

Improving the ease

of moving capital,

people, goods and
information

quite revealing, as CEOs have changed the
way they think and act for their businesses. It
is worth noting that CEOs in the Global
Survey are divided over whether economic
growth will benefit the many or the few. But
let’s go back to the local survey.

When asked to what extent, in their view,
globalisation has helped in a number of areas,
79% of CEOs in Cyprus replied with certainty
that it has mainly contributed towards
improving the ease of moving capital, people,
goods and information, followed by enabling

universal connectivity (66%). CEOs in the
Eurozone share the same views as CEOs in
Cyprus with 66% and 63% in the same areas,
while for CEOs globally enabling universal
connectivity ranks first with 63%, followed by
improving the ease of moving capital, people,
goods and information with 58%.

Figure 12: Positive impact of globalisation

Respondents who stated “To a large

extent’
Enabling universal Universal access to
connectivity infrastructure and

basic services

Eurozone

Creating a skilled and
educated labour force

66%

58%

66%

20D ©OD

Managing
geopolitical risks

Harmonising
regulations

Full and meaningful
employment

Upholding standards
for the protection and
ethical use of data

200 202

40%

28% | 28%

Averting systematic Integrity and Closing the gap Averting climate
failure effectiveness of global between rich and poor change and resource
tax systems scarcity

202002 DO DOD
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According to current data, the average
duration of modern companies is constantly ..

shrinking due to increased market disruption. Q: How disruptive or otherwise do you think the following trends will be for your

But what can CEOs do to expand and business over the next five years?

strengthen the cycle of their companies?

What are the influencing factors and how can Cyprus - Eurozone - Global

we address them?

More than half of the CEOs in our sample, i.e.
57% in Cyprus, believe that changes in Changes in customer behaviours 46% 68%
customer behaviours will be disruptive for

their business over the next five years. On the Increase in number of direct and
other hand, CEOs globally and in the indirect competitors — traditional 51% 69%
: and new

Eurozone are more concerned about the

increase in the number of their direct or

. . o o
indirect competitors, with 69% and 51% Changes in industry regulation 46% 63%
respectively.

Changes in distribution channels 43% 60%
Therefore, in the context of globalisation,

97% of CEOs in Cyprus state that their ch - technolosics of
. s s . anges 1n core technologies o:.
organisation has not acquired a business ges : ge 33% 64%
. . . productlon Or service provision
greater in size than 20% of their own

organisation during the last 12 months and
also, 73% say that their organisation has not
been a target for acquisition in the last 12
months.

Figure 14: Business acquisitions

Q: Has your organisation acquired a business
greater in size than 20% of your own organisation
during the last 12 months?

Q: Has your organisation been a target for
acquisition in the last 12 months?
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It is a matter of trust

CEOs appear to be divided over whether
economic growth will benefit the many or
the few. Echoing the theme of the World
Economic Forum this year, CEOs
acknowledge that we live in a fractured
world. They see the world moving towards
anew multifaceted methodology of
measuring prosperity in the future.

They are called to reflect on the issues
facing their organisation, firstly by
acknowledging reality and then by drafting
an action plan that will shield their
organisation in its next steps.

At this point in our survey we note for the
first time an absolute agreement between
CEOs in Cyprus and those globally and in
the Eurozone in terms of the main
challenges relating to trust towards
businesses. Increasing pressure for the
organisation to deliver business results
under shorter timelines is the main
challenge for the majority of CEOs, with
61% for Cyprus, 60% globally and 58% in
the Eurozone. This is followed, in all 3
groups and in the same order, by increasing
pressure to hold individual leaders
accountable for any organisational
misconduct.

Figure 15: Challenges facing business

Q: To what extent do you agree or disagree that you are currently experiencing the
following challenges?

Respondents who stated ‘Strongly Agree’
or ‘Agree’

Cyprus

Eurozone Global

Increasing Increasing Increasing pressure  Declining trust Declining trust Decreasing tenure  Declining trust
pressure for your  pressure to hold from employeesand  between your between your of the role of the from your
organisationto  individual leaders customersto take organisation and workforce and chief executive customers
deliver business accountable for  social or political government your organisation’s

results under
shorter timelines

any organisational
misconduct

stances senior leadership



We therefore see a change in how trust is
formed compared to the past. It is affected
by an array of different reasons, such as
pressure on organisations and their leaders
for speed and results coupled with pressure
for accountability in case of breach of duty.
Moreover, pressure from employees and
customers to take social and political
stances also contributes towards building
and maintaining trust.

Trust needs time to develop on solid
foundations and it is not something you can
demand from others. Organisations and
their leaders must therefore choose the
strategy they will follow to build their own
relationship of trust between the

organisation’s workforce and its senior
leadership, based always on their
corporate values and principles. According
to 69% of CEOs in Cyprus, transparency is
the most important factor in an
organisation’s people strategy, while CEOs
globally (73%) and in the Eurozone (70%)
indicate that transparency is essential in
promoting and implementing their
corporate values.

Figure 17: Building trust with the workforce

Q: To what extent is your organisation building trust with its workforce by creating

transparency in the following areas?

Your people strategy

- Cyprus - Eurozone - Global

Respondents who stated ‘To a large extent’

Key findings in Cyprus 19

Figure 16: Measuring trust between
workforce and senior leadership

Q: Do you measure trust between your
workforce and your organisation’s senior
leadership?

Eurozone

Yes

60%

Employees’ contribution to the overall 0 o o
business results 66% 30% 61%

Your organisation’s values

Your compensation and benefits
strategy

Your diversity and inclusion
policies

The impacts of automation and
artificial intelligence on your
workforce

Other
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of CEOs in Cyprus believe that

by contributing to philanthropic

activities they can build trust
between their organisation and
its customers

At PwC, our principles and values are what
define us as human beings above all. Our
values and behaviours determine our
expectations when interacting with our
customers, our people and all our
stakeholders. We therefore strive to follow
them faithfully at all times, as these values
characterise and define us. We care, we
collaborate, we plan and work guided by
transparency and integrity so that we can
make a difference.

What does it take to build trust between an
organisation and its customers? Where and
how do CEOs build their relationship with
their customers? For CEOs in Cyprus (49%)
the answer lies in contributing to
philanthropic activities, followed by
transparency around the taxes they pay
(45%). CEOs globally (50%), but also in the
Eurozone (47%), give priority to creating

transparency about aspects of their business
strategy and investing more heavily in cyber
security protection with 47% and 44%
respectively.

Cyprus

Eurozone
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“Certainly businesses also have to deal with the issue of trust. It is very
important. And this is why businesses invest so much in their brand,
building their brand and maintaining the loyalty of their customers,
because at the end of the day this is what is supporting the business and
only through trust you can achieve that”.

Eleni Kaloyirou,

Chief Executive Officer of Hermes Airports Ltd

Respondents who stated “To a large extent’

) (@)

\ @\ @\
\ @\ \
@\ \ @\

Contributing to
philanthropic activities

Creating transparency
about aspects of your
organisation’s business
strategy

Helping to promote
diversity and inclusion

Creating transparency in

your supply chain

Collaborating with

educators and policy \ \ \
makers to improve the

employability of future

workers

Global

'@ @

Eurozone

Creating transparency
around the taxes you pay

Creating transparency in
the usage and storage of
customer data

Investing more heavily in
cyber security protection

\ \ \

) (@D (D

\ @\ @\

Other

Contributing to
combating environmental
issues such as climate
change
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Alot has been said on technology and its role
in businesses. The question is how each
organisation manages technology to its
advantage.

While according to the results of a recent PwC
survey, employees are confident that
technology will improve their employment
prospects, CEOs admit that efforts to retrain
employees and providing increased
transparency on how automation and
artificial intelligence could potentially affect
jobs are becoming increasingly critical.

According to our survey, the majority of CEOs
in Cyprus, globally and in the Eurozone agree
that they should invest in their workforce and
strengthen their soft skills (e.g. encouraging
teamwork and good communication)
alongside digital skills. This seems entirely
logical as digital transformation may be
booming, but if we fail to establish the simple
and basic principles of good communication
and teamwork, no matter how trained our
people are or how much knowledge and skills
they have, they will be unable to integrate in
the company to achieve results.

Technology & talent

Figure 20: People strategy for the digital age

Q: Thinking about your people strategy for the digital age, how strongly do you agree or
disagree with the following statements?

Respondents who stated ‘Strongly Agree’

or ‘Agree’ Cyprus Eurozone Global

We need to strengthen
soft skills (e.g. teamwork,
communication) in our
organisation alongside
digital skills

We make decisions on
automation of tasks and
jobs primarily based on how
best to deliver our corporate
purpose

We have a responsibility to
retrain employees whose
tasks and jobs are automated
by technology

We are rethinking our
Human Resources function

We expect to grow our
workforce through
internships and
apprenticeships

We plan for multiple and
emerging visions of the
future using a scenario-

based approach

We are clear how robotics
and artificial intelligence
can improve customer
experience




When it comes to the digital skills of their
workforce in particular, CEOs in Cyprus
and in the Eurozone are concerned about
their availability in the country in which
they are based, while they also express
concerns about whether their workforce
knows how to use existing and emerging
technologies. CEOs in Cyprus find it
difficult to attract digital talent (46%) and
the same is true for CEOs globally (50%)
and in the Eurozone (48%). So this is a big
challenge for everyone.

Figure 22: Attracting digital talent

Eurozone

10%

Global
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Figure 21: Concerns about the availability of digital skills

Q: Thinking specifically about digital skills, how concerned are you about the
availability of these skills amongst the following:

Respondents who stated
‘Extremely concerned’ or
‘Somewhat concerned’
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When asked to what extent their organisation
is using strategies to attract and develop
digital talent, CEOs in Cyprus (49%), globally
(44%) and in the Eurozone (48%) said that
their top priority is to modernise the working
environment by rolling out digital tools and
creating collaborative physical environments.
As a second priority, CEOs in all regions
choose the implementation of continuous
learning and development programmes.

Respondents who stated ‘“To a - Cyprus - Eurozone - Global

large extent’

Modernising the working environment

(e.g. rolling out digital tools, creating 49% 48% 44%
collaborative physical environments)

i g G0 3% 4296
Outsourcing to external providers 43% 259% 25%

Partnering with external providers 42% 32% 30%

Implementing new flexible ways of
working (e.g. mobile and remote working)

37% 32% 35%

Improving compensation and benefit

packages 34% 18% 26%

Changing brand perception through o
marketing and advertising 31% 33% 33%

Working with educational institutions 249 26% 25%

Changing employee dress codes

21% ) 17 %) 19%

Relocating your operations closer to
available talent pools

S
N
A
S

14%;



CEOs have also shared with us the type of
activities they have adopted to develop their
personal digital skills. CEOs in Cyprus (73%),
globally (55%) and in the Eurozone (65%)
said that they are customising the software
and IT services they use, when necessary. The
second most popular response for CEOs in
Cyprus (63%) and globally (52%) was that
they are managing their own public-facing

social media accounts, while CEOs in the “Technology is changing our business in many ways; in the way we
Eurozone (57%) are curating their digital operate, in the way we communicate with our passengers and in the way
media consumption. : that things get reported back with respect to what we are doing”’.

Eleni Kaloyirou,
Chief Executive Officer of Hermes Airports Ltd

Figure 24: Activities to develop personal digital skills

Q: Beyond engaging with functional experts, are you doing any of the following activities to develop your personal digital skills?

Cyprus -Eurozone - Global

Customising the software and IT services you use

65% 55%

Managing your own public-facing social media accounts

47% 52%

Curating your digital media consumption

37% 49%

Using your organisation’s Customer Relationship Management (CRM) system
48% 49%
Programming in computer code
Interacting regularly with artificial intelligence powered tools
Using an Augmented Reality (AR) or Virtual Reality (VR) headset
p 11% 16%

Trading cryptocurrencies

Other

2%
06| 2



Concluding, let’s take a look at a standard figures of 46% for Cyprus, 52% globally and

question that we ask CEOs every year 49% for the Eurozone. The responses to this
regarding their intention to increase, critical question reflect the increased levels of
decrease or maintain their headcount at the confidence, reaffirming once again that

same levels over the next 12 months. 63% of  growth will also come from within the
CEOs in Cyprus and 54% globally and in the organisation, through an increase in
Eurozone have stated that they will increase headcount.

their headcount, compared to last year’s

Figure 25: Changes in the headcount

2018 O

Cyprus Eurozone Global

Cyprus Eurozone Global

28%
Increase @ Increase @ Increase

Stay the same Stay the same Stay the same

Decrease @ Decrease Decrease
18%




“I think the biggest challenge we have today is uncertainty. We are
faced with a lot of uncertainty and really we cannot predict for sure
what is going to happen in the next days or years ahead of us. So,
what is the best way to deal with that? I have always thought about
that very deeply and the conclusion I have come to is that the best
way, is to have able people who have the right way of thinking and
the appropriate experience and background so that they can deal
with any situation they may be faced with”.

Eleni Kaloyirou,
Chief Executive Officer of Hermes Airports Ltd

Increase @

Stay the same
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Optimism, trust, technology, talent, speed of
change: these are the key findings of the 7th
consecutive CEO survey in Cyprus.

CEOs today are more alert than ever before.
We see a convergence of views, irrespective of
whether they are located in Cyprus, globally
or in the Eurozone. The survey highlights the
positivity and optimism of CEOs for the
growth prospects of the global economy as
well as the revenue prospects of their own
organisation. It is worth noting that their
optimism is greater over the longer term.

In addition to the threats and challenges
linked to the future of the Eurozone,
geopolitical uncertainty, over-regulation and
the tax burden, we see terrorism also
emerging as a major issue of concern.

Things are changing fast. What was true last
year is not necessarily true today. Both the
optimism and the threats are influenced by
the international political landscape, the
situation in the banking system and non-
performing loans, but also natural disasters,
the migration issue and terrorist attacks. This
is precisely what the survey highlights: how
all of the above affect the judgment and views
of business leaders.

CEOs are also facing business threats, such as
the speed of technological change and the
ultimate bet is how to best prepare to address
them. For example, in the past no one could
have imagined that business planning should
also take into account the substantial risk of
cyber threats, which can nowadays prove to
be disastrous.

The numerous incidents of recent years
involving hackers, cyber attacks and security
breaches in leading organisations and large
companies worldwide confirm that there is a
dark side to technology as well. Investments
in prevention and the training and
development of the workforce on cyber
threats and the broader use of technology are
essential for every organisation. Employees
must acquire the necessary skills that will
allow them to support their company.

The relationship of trust with businesses also
comes under the microscope as the increasing
pressure on organisations to achieve results in
shorter timelines poses a great challenge. It is
clear that only stable and long-standing
relationships inspire trust between employees
and their companies or companies and their
stakeholders.

From amongst the key findings, let’s keep the
optimism of CEOs in Cyprus and see how it
translates into tangible growth over the next
year and, of course, what changes the future
holds.
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Interview with

Eleni Kaloyirou,

Chief Executive Officer of
Hermes Airports Ltd

Where do you see the global economy going over the next years and in what way do you
believe it will affect Cyprus?

I am happy to say that the global economy is finally beginning to look healthy, ten
years after the start of the last financial crisis that we suffered. This year, for the first
time, we are seeing that all economies, both emerging and developing, are forecasted
to grow. Of course, some will grow faster than others. On average, the IMF is
forecasting a 3,7% growth in GDP over the previous year. As far as the Eurozone is
concerned, low investment and an aging population restrict the levels of growth. But
even Eurozone is expected to grow by 2% in the coming year. Of course risks remain.
Mostly, geopolitical risks that have to do with the nuclear issues in Iran and North
Korea. Also, the ongoing wars in Syria and Yemen do not allow us to relax. And finally,
the fact that central banks are beginning to raise interest rates may give a sign that
this economic cycle is coming to an end and could lead to a future decline in growth.
We hope that it will last though.

Now as far as Cyprus is concerned, Cyprus is a small open economy, its GDP is
impacted by services including tourism, so the positive outlook for the world economy
is also positive for Cyprus. Cyprus is expected to grow by 3% in 2018 following from a
3,8% growth in 2017. So, overall a positive outlook for the coming year.

What about your own growth prospects over the next few years? Where do you see the
main opportunities for growth for your business and what are you doing to make it
happen?

Our business is tightly related to tourism. In the last couple of years, Cyprus has done
very well as a tourist destination. We have enjoyed growth in excess of 35% over the
last two years and actually in excess of 45% in the last 4 years. This is impressive. We
expect this to continue and obviously we are taking steps to be able to accommodate
these passengers and grow further. What we are seeing internationally is a change in
the patterns of people flying. What I mean is that in the past, flying activity used to be
linked to the GDP growth of a country but last year, we saw that within Europe for
example, air travel has grown in excess of 8% so many multiples over the growth of
GDP in the Euro area. It seems that this is a new trend based on the fact that low cost
carriers have made travelling easier and more accessible to people. We are also
observing this new trend of the younger generation, who wish to experience things, as
opposed to simply buying goods. This is positive for our industry because it means
more people wish to travel. We see that this trend is likely to continue but of course we
need to take steps as a country to ensure that growth will be sustainable, that we
promote our tourism product in the proper way and ensure that our branding is
correct, so that we have a sustainable pattern, and not a start and stop growth pattern
like we had many years ago.
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Which are the biggest threats and uncertainties facing your business today and what do
you think will be the biggest threat in the years to come? What are you doing to address
them?

One of the biggest threats to our business is generally the geopolitical uncertainty that
exists around the world. In the same way that we have been successful over the last two
years and have taken advantage of the geopolitical instability in our area, this could turn
against us at any moment.

Also, we need the tourism growth of Cyprus to be sustainable, so if we do not take
measures to ensure that growth will be achieved as mentioned earlier, in a sustainable
fashion, this may also impact our business and it is something on which we have to work
closely with all tourism stakeholders in the country to ensure that we achieve it. Now,
what are we doing about it? There are certain risks for which unfortunately there is little
we can do about, such as geopolitical instability. For those risks, what we can do, is
monitor them and try and see how we can mitigate them in the best possible way, which
sometimes can only be through diversification. For other risks, we can take steps to
monitor them, for example by ensuring the safety and security of our operations, ensuring
that we always have on hand the best people to deal with problems as they arise and
generally by being vigilant and aware of the surrounding environment.

In what ways do you believe technology is changing business? What specific strategies are
you using or planning to use?

Technology is changing our business in many ways; in the way we operate, in the way we
communicate with our passengers and in the way that things get reported back with
respect to what we are doing. So for example, we are seeing operationally that the
check-in area is not what it used to be many years ago and neither is it going to stay the
same. The International Air Transport Association (IATA) is forecasting that over the next
10 years we are not going to have the traditional check-in halls. People will proceed
immediately through security to the commercial areas to relax and enjoy their time before
their flight. You can see already that people are checking-in from home, sometimes their
baggage is even checked-in and taken from them before they even arrive at their airport.
All these trends are likely to continue. The second thing, is the way we communicate with
our passengers. Through the social media we have today, it is so much easier to be closer to
your passengers, learn their needs and project to them many new things that we are doing.
At the same time, of course, this can have the opposite effect because in certain ways you
cannot “hide” some mishaps or problems that you may have. As soon as somebody is
experiencing a problem, immediately he can tweet about it and the whole world will
know. So, this means that you need to be ever more attentive and careful with the quality
of the service that you are offering because of the fact this is much more noticeable. So,
what we are doing about it, is that we are investing in technology, both in things that
people see and in things that people cannot see. The check-in area is changing all the time
with e-gates, self-service kiosks, the fast-track technology that we use and others. Even in
areas that people don’t see we are making changes. For example in the area of security,
security of the baggage and security of the people, we are investing all the time to ensure
that we are up to date. And of course, we invest in social media, we have upgraded our
website to contain an interactive map of our destinations and in other things to ensure
that we remain in touch with progress and with our customers.
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“Like any company, of course Hermes wants to create value for its shareholders but at
the same time the role that we play in the tourism industry and the economy of Cyprus
is so important that I feel a sense of fulfilment by being able to contribute in that way
and to achieve that I think it will be a great success”.

Loss of trust in business and institutions is currently a hot topic for business leaders. To
what degree do you think loss of trust has affected the relationship between your business
and various stakeholders such as clients, people, investors, the state etc.? What strategies
are you using to build trust?

I agree that trust has been lost, although I think that people have lost trust mostly in
institutions, not so much in businesses, but certainly businesses also have to deal with
the issue of trust. It is very important. And this is why businesses invest so much in their
brand, building their brand and maintaining the loyalty of their customers, because at
the end of the day this is what is supporting the business and only through trust you can
achieve that. So, what are we doing about it? First of all as a company we have values.
Our values are that we should work as one to deliver customer excellence and in doing
so we want to be proud, we want to be forthright, we want to be trustworthy and we
want to be caring at the same time for our customers, our passengers. These values are
enshrined in our employee handbook, they are posted everywhere in the company and
they are what people aspire to and what we hold them accountable for through our
performance evaluations. Also, we have introduced a code of ethics because we want to
be a respectful and respected company. Through this code of ethics we have put in place
the way that we want to do business and be truthful to our passengers and our
customers but also with everybody else that we work with. And finally, as part of our
strategic priorities, we want to enhance the way that we care for our employees because
ultimately this is the way that our strategy is being delivered and also improve our
relationships with all our stakeholders, which are none others than the ones you
mentioned at the beginning. So obviously, we are aware of the need to generate trust
and we believe that through our people we can project this on to the people that come
into contact with us and hopefully get all our stakeholders to trust us and therefore
generally improve the business environment.
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Finally, as the CEO of your enterprise, what is the one thing you want to be remembered
for?

Our company’s vision is to manage best in class airports, offering a product with a unique
sense of place and generating value for the country as a whole and in particular for the
tourism industry. If I can make any difference with respect to that and can be remembered
for that, this would be a very big achievement for me. Like any company, of course Hermes
wants to create value for its shareholders but at the same time the role that we play in the
tourism industry and the economy of Cyprus is so important that I feel a sense of
fulfilment by being able to contribute in that way and to achieve that I think it will be a
great success. And finally, I think that if I can be remembered for my values, this is very
important. My values are very important to me and I would not compromise them under
any circumstances. So, if aside from being a successful leader, I can be remembered as a
person who has always behaved in a fair and equitable manner and managed to achieve
all the targets that have been set in an ethical way, I think this would be a very good legacy
for anybody to have.
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PwC Cyprus

We support you to create the value you are looking for by providing specialised solutions based
on quality. Together we build relationships based on trust and we say things as they are, to
assist you to deal with issues that tomorrow will prove important.

We adapt the expertise of our almost 1000 professionals in Cyprus and the power of our global
network of more than 236,000 experts in 158 countries to your specific needs, helping you
make the difference.

In a demanding and challenging business environment, our diverse teams of experts are
sharing deep knowledge and experience. We provide a broad range of services as listed below
to meet your increasingly complex needs.

Assurance Tax Advisory

Advisory ndirect Tax Advisory

egal Advisory

nternational Private Clients

- Tax Reporting & Strategy

Our industry specialisation in the following sectors, gives you the benefit of our in-depth
industry knowledge and experience.

Banking Funds
Transportation & Logistics Real Estate & Construction

Energy Investment Firms

Hospitality & Leisure Insurance

Retail, Consumer & Manufacturing Telecommunications

Visit www.pwc.com.cy to discover the benefits we can bring to you.
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PwC offices in Cyprus
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P O Box 21612, CY-1591 Nicosia, Cyprus
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Address: City House,
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CY-3032 Limassol, Cyprus
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