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|
Foreword

The Global economic recovery
continues to be fragile; however,
immediate threats to companies are
now beginning to ease. On a global
scale, CEOs feel more confident about
the future of their businesses. The
battle for survival is now transforming
into a growth challenge.

According to the 17t Annual Global
CEO Survey, led by PwC, CEOs adopt a
long-term outlook, focusing on
transformation and preparing for the
future, rather than adapting to current
conditions. At a local level, Cyprus is
facing its greatest challenges since 1974
and taking important steps to overcome
the crisis. The economic developments
evolve around the implementation of
the MoU, fiscal adjustment, and the
necessary reforms which will form the
basis for a competitive economy with
growth prospects.

Our goal is to regain trust. The Troika’s
recent positive evaluation and the
Standard and Poor’s rating upgrade,
confirm that steps are being taken in
the right direction. We are convinced
that Cyprus business leaders will
proceed with responsibility and
determination to implement the
necessary changes. This effort will be
led by a proactive orientation that will
lay the foundations for the recovery of
our economy.

The aim of our survey is to record the
views of CEOs on the fundamental
external forces of change that will have
the greatest impact on reshaping their
enterprises and what they are doing to
respond to these changes.

In addition, the survey aims to record
the concerns of CEOs and encourage a
discussion centring on the challenges
companies face today and how they
respond to them.

More than 1,300 CEOs in 68 countries
participated in the 17" Annual Global
CEO Survey that was released on 21
January 2014 at the opening of the
World Economic Forum’s Annual
Meeting in Davos, Switzerland. It is
worth noting that, this year, 70 CEOs
from Cyprus participated in the survey.
This number, which is double compared
to last year, reflects the importance of
the survey and its role in shaping
business developments.

The interviews were conducted during
a period of great economic uncertainty.
The findings reflect the complex and
fast-changing business environment,
the confidence levels of CEOs and their
views regarding new growth
opportunities.

Evgenios C Evgeniou

CEO, PwC Cyprus

Personally | would like to thank the 70
CEOs who shared their views with us,
thereby contributing to our wider effort
to record the challenges they face
together with the actions taken to
address them. | would especially like to
thank the CEOs who devoted time for a
personal interview, providing an
in-depth analysis of their views.

According to the survey, companies in
Cyprus have adopted a responsible and
dynamic attitude towards creating the
right prospects for the recovery of our
economy. At the same time, the
Government needs to lay the basis for
creating a more friendly environment
for businesses.

Evgenios C Evgeniou
CEO, PwC Cyprus
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17 Annual Global CEO Survey:
Entering growth mode

PwC’s 17 Annual Global CEO survey
provides a note of optimism during
particularly difficult times, as the majority of
1.300 CEOs globally have started to regain
confidence.

This rise in confidence is driven by their
ability to raise revenues as well as by the
growth prospects of the global economy. At
the same time, CEOs acknowledge that
generating sustained growth in the
post-crisis economy remains a big challenge.

Our 3™ local CEO

survey:

CEOs are pessimistic
about growth
prospects

2014 is a landmark year for this particular
survey project of PwC Cyprus. After 3
consecutive years of carrying out a local
survey, we have achieved record participation
levels. The contribution of 70 company
leaders in Cyprus, twice as many compared
to the previous study, provides a new
dimension to the analysis of the local
business environment and enhances the
future prospects of such initiatives. For this
reason, we wish to express our gratitude to
the 70 CEOs for their valuable input.
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Growth prospects

Revenue growth concerns

Even though CEOs in Cyprus are less confident
compared to the participants in the global
survey, it is worth noting that they have
adopted a more positive outlook as regards the
prospects of the local economy, especially after
the Troika’s positive evaluation of Cyprus’
adherence to the bailout programme.

The findings of the survey were influenced by
the climate of uncertainty that characterised
the period between September and December
2013, when the interviews were conducted.

CEOs in Cyprus appear less confident about
their revenue growth prospects over the next
12 months compared to the past. Only 32% of
CEOQs in Cyprus say they are confident that
their revenues will grow during 2014 when the
respective percentage was 40% in 2012 and
38% in 2011. This percentage climbs to 71% in
the Eurozone and to 85% globally, confirming
a positive attitude with regard to their business
expectations.

However, CEOs in Cyprus feel more optimistic
about their medium-term growth prospects
with 75% of them expressing confidence about
their prospects for increased revenues over the
next 3 years. Percentages are equally high both
globally and in the Eurozone.

CEOs in Cyprus
are less confident
about their
company’s revenue
growth prospects.

32%

of CEOs in Cyprus are
very or somewhat
confident about their
revenue growth prospects
over the next 12 months.

79%

of CEOs in Cyprus are
very or somewhat
confident about their
revenue growth prospects
over the next 3 years.
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Figure 1: 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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Figure 2: Company prospects for revenue growth over the next 3 years

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

)
S
N
o
5
W

Cy pl'u S

o) o)
S = S
N T N
L < o
5 9 5
W o W

Cy Pryg
Clobg
Glopg

Il Very confident
- Somewhat confident
- Not very confident
- Not confident at all
|:| Don’t know/refused

1% 1%
2013




6 17" Annual Global CEO Survey

An interesting finding of the survey Cyprus are confident about the growth
relates to the views of CEOs as regards  prospects of their industry, while, as
the growth prospects of the industry we have seen in the previous figure,
they operate in. According to the confidence levels for their own

survey, only 24% of CEOs in organisation reached 32%.

Figure 3: Industry growth prospects over the next 12 months

Q: How confident are you about your industry’s prospects for revenue growth over the next 12
months?

12% |M5% - Very confident
- Somewhat confident
0,
490 - Not very confident

- Not confident at all
|:| Don’t know/refused

Cyprus Eurozone Global
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The global economy

The course of the local economy appears to
worry CEOs as this will affect the growth of
their own organisation. The majority of CEOs
globally (49%) including CEOs in Cyprus
(41%), believe that the global economy will
remain the same during the next 12 months.

At the same time, the percentage of CEOs in
Cyprus who believe that the global economy
will improve in the near future (26%) is
twice as high in comparison to the previous
survey.

Figure 4. Global economy growth prospects

Q: Do you believe the global economy will improve, stay the same, or decline

over the next 12 months?
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As governments need to take the right decisions Increasing Tax burden is high on the list of

for encouraging entrepreneurship, innovation concerns for participants in Cyprus, resulting
and productivity, CEOs around the world from the increase in taxes imposed under the
appear troubled by the same issues. The MoU agreement with the Troika.

percentage of CEOs expressing concerns about
government response to fiscal deficit and debt
burden reaches 83% in Cyprus, 75% in the
Eurozone and 71% globally.

In addition, CEOs are worried about the lack of
stability in capital markets, with a percentage of
70%. The need of businesses for economic
stability which can lead to attracting new
capital and investments justifies the high
percentage of CEOs who are concerned about
the lack of stability in capital markets.

Potential economic and policy threats

Q: How concerned are you about the following potential economic and policy threats to your
organisation’s growth prospects?

Respondents who stated ‘extremely’ or ‘somewhat concerned’

- Cyprus - Eurozone - Global

Protectionist tendencies of
national governments S D

Lack of stability in

capital markets

Exchange rate 44% 39% 60%
volatility

Slowdown in high-growth markets 49% 65%
Increasing tax burden 72% 70%

Continued slow or negative growth
in developed economies

Nt 83% 75% 71%
deficit and debt burden . > .
Over-regulation 68% 2%

Inadequate basic infrastructure

67% 75% 70%
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I think that the biggest threat for
companies in Cyprus is that if the
political stability is not there. That

Philip Van Dalsen
CEO is number one. These are difficult
MTN Cyprus times which require political

stability to get us out of the crisis.
Also, making sure that the
stabilisation programme is taking
place as planned.
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CEOs’ concerns about the future of their

businesses

What worries CEOs regarding the future of
their business? Which threats do they believe
will affect the smooth operation of their
organisation?

Availability of key skills worries CEOs
globally (63%) to a large extent. The
corresponding percentage almost doubled in
Cyprus, from 16% in 2012 to 32% in 2013
confirming the need for businesses to invest
in enhancing the knowledge and skills of
their people.

For the second consecutive year, the survey
identified bribery and corruption as one of
the most important concerns of CEOs in
Cyprus, followed by high or volatile energy
costs (63%) and shifts in consumer spending
and behaviour (63%).

It is worth noting that CEOs are worried
about high energy costs, especially after the
electricity price increase which had a
negative effect on production and operating
costs.

Shifts in consumer behaviour, which were
the biggest threat faced by CEOs in Cyprus
last year, are no longer perceived as a great
threat. According to the survey, the level of
concern regarding the CEOs’ ability to
protect intellectual property has increased
from 13% in 2012 to 30% in 2013.

Finally, it is worth emphasising the high
percentage of CEOs (46%) who are
concerned about cyber threats, including a
lack of data security. Companies are now
operating in a complex environment and
must be well prepared to manage risks. In
order for a company to ensure its smooth
operation and continue being competitive,
data security should be part of its overall
strategic plan. The increase in cybercrime
incidents confirms the need for professional
support in order for a business to effectively
manage these threats.
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Potential business threats

Q: How concerned are you about the following potential business threats to your organisation’s growth prospects?

2013
I cyorus [l Eurozone [ Giobal
Availability of key skills  |HEEH 44% 63%
Rising labour costs in high-growth ERGEA 39% 58%
markets -
High or volatile energy costs 63% 54% 56%
High and volatile raw materials prices 50% 48% 55%
Shift in consumer spending and behaviour 63% 50% 52%

Bribery and corruption 66% 42% 52%

Lack of trust in business 50% 45% 49%

Cyber threats including a lack
of data security

Speed of technological change ERKEANEEYIA

New market entrants [ 37%
Inability to protect intellectual property

Supply chain disruption

46% 38% 48%

2012
-Cyprus - Eurozone - Global
Availability of key skills EFEA 36% 58%
Energy and raw material costs 63%
Shift in consumer spending and 58% 49%
behaviour
Bribery and corruption 66% 31% 41%

Lack of trust in business 44% 46% 37%

Speed of technological change 31% 31%
New market entrants 34% 36% 40%

Inability to protect intellectual
property
Supply chain disruption 34% 25%

18% 22% 34%
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| Looking to the future

In order for a company to maintain its strong
position in the market, it needs a solid plan for
addressing threats and identifying new growth
opportunities.

CEOs globally see
product and service
innovation as the
main opportunity
for revenue growth.

29%

According to the local survey, new product or
service development leads the list of
opportunities cited by CEOs in Cyprus with a
percentage of 29% followed by new markets
(23%) and an increasing share in existing
markets (23%).

of CEOs in Cyprus view

innovation as the main

opportunity for revente It should be noted that the percentage of CEOs
growth. who see new geographical markets as an

opportunity for business growth is higher in
Cyprus compared to the Eurozone as well as at
a global level. This indicates the proactive
orientation that businesses in Cyprus have
adopted in response to the challenging
economic environment.

In a global environment which is constantly
and rapidly changing, the ability of
companies to be the first to introduce new
and innovative

products in the market is perhaps the biggest
competitive advantage for increasing their
market share and their profitability.
Innovation is also a priority for CEOs in the
Eurozone (31%) as well as for CEOs around
the world (35%). Even though CEOs in
Cyprus consider innovation as the main
opportunity for growth, the percentage is
relatively low (29%). Cyprus is ranked 28th
among 141 countries in the Global
Innovation Index for 2012, which validates
the low percentage of 29%.

In order to return to growth we should focus
on innovation by investing in the area of
Research & Development. To achieve growth
led by innovation, companies should focus on
enhancing strategic planning, coordination
and collaboration among interested parties.

When there is uncertainty in

the market, budget constraints
and market challenges which
makes companies reluctant to
invest and expand, technology

George Petrakides,
Country Manager,
Microsoft Cyprus
is the only vehicle to help

companies innovate, continue

be competitive and relevant

and survive at the end.
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Figure 7: Main opportunities for business growth

Q: Which one of these potential opportunities for business growth do you see as the main opportunity to

grow your business in the next 12 months?
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New geographic markets

Mergers & 0
acquisitions 7 /0

New joint ventures and/ 0
or strategic alliances 11 /0

Don’t know/
e 72

Product/ service innovation

Increased share in existing markets

New geographic markets

Mergers & acquisitions

New joint ventures andifgfy)
or strategic alliances 9 /0

2% Don’t know/refused

Product/ service innovation

Increased share in existing markets

New geographic markets

Mergers & acquisitions

New joint ventures and
or strategic alliances

l% Don’t know/refused
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An additional finding of the local survey
relates to the markets that CEOs in Cyprus
consider important for their overall growth
prospects over the next 12 months. The
percentage of business leaders who
perceive Russia as one of the most
important countries for their overall
growth prospects has dropped from 34%
in 2012 to 24% while the UK has increased
from 19% to 27% and the USA from 6% to

Figure 8: Important countries for overall growth prospects

Q: Which countries, excluding the one in which you are based, do you consider
most important for your overall growth prospects over the next 12 months?

9%.
2013
13% 9% 19% 1% 27% 1% 24% 1% 0% 3%
7 D Y Y Y
) 10%
e PSSR 0 S Aans .
o 0%  +3%: 0% o4 & T8% i 200 J2% o Mexico
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2013
21% 26% 24% 13% 11% 3% 18% 3% 1% 5%
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Nl ~ USA Germany UK R Japan Indonesia
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29% 26% 19% 19% 11% 9% 17% 3% 1%
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o) 4205 1 +/% ' Mexico
— Germany o Indonesia
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) China " ndia Russia  japan
USA
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31% 23% 12% 15% 6% 10% 8% 5% 7%
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. Emerging economies
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Restructuring: Is it a need or a choice?

According to the 17" Annual Global CEO survey,
companies were forced to initiate a number of
restructuring activities in order to survive the
economic crisis.

CEOs globally
are focusing on
cost-reduction
initiatives.

During the past year, 91% of local respondents

implemented a cost-reduction initiative when

93%

of CEOs in Cyprus stated
that they will implement
a cost-reduction initiative
during the next 12

the corresponding percentage in 2012 was 97%.
Findings indicate that some of the measures
taken last year were proven to be effective.
Cost-reduction was also the most widely

initiated activity, both in the Eurozone and
globally with the relevant percentages
reaching 88% and 76% respectively.

When asked about their restructuring plans
over the next year, 93% of CEOs in Cyprus
cited cost reductions followed by entering
into a new strategic alliance or joint venture
with a percentage of just 33%.

months. Figure 9: Restructuring activities

Q: Which of the following restructuring activities have you initiated in the past 12 months?

Implemented a cost-reduction initiative

Completed a domestic M&A

Ended an existing strategic
alliance or joint venture

20%

Entered into a new strategic
alliance or joint venture

‘Completed a cross-border M&A

9%

Sold majority interest in a business or

exited a significant market

- Cyprus - Eurozone Global

Outsourced a business
process or function

27%

‘Insourced’ a previously outsourced
business process or function

20% [17%

Don’t know/refused

B% 3%
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One of the biggest issues CEOs face is human The percentage of CEOs who say that their

capital management as changes to the headcount will decrease during the next 12
headcount concern not just CEOs but months has dropped to 23% from 50% in
employees as well. According to the survey, 2012, offering a note of optimism to the

economy and society in general.

60% of CEOs in Cyprus state that their
headcount will remain the same during the Similarly, the majority of CEOs in the
next 12 months when the respective Eurozone also believe that their headcount

percentage last year was 31%.

will remain the same over the next 12 months
while 50% of CEOs globally intend to increase
their headcount.

Figure 10: Changes to headcount

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

Decrease by more than 8%

Decrease by less than 5%

Increase by less than 5%

Increase by more than 8%

2012

60%

25%
- Cyprus

10% 14% - Eurozone
— G Y Global
(0,
1%
- o,
e

Decrease by more than 8%

Decrease by less than 5%

Increase by less than 5%

Increase by more than 8%

3%
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For the years to come, Microsoft

Cyprus will rely on their most

valuable asset, which is our people.

Microsofthas aprovei history o B2 ustts

attracting, heavily developing and Country Manager,
Microsoft Cyprus

retaining best talent in each and

every country we operate. Our

people is our biggest strength.

Within the current economic

environment, they already

demonstrated high levels of

adaptability, tenacity and passion

which make me confident for the

years to come.
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A changing business landscape

The way businesses interact with their
stakeholders requires special attention in order )
to build long-term relationships based on trust. ~ CEOs believe
CEOs in Cyprus have seen a positive changein  that the level of
their relationship with clients (40%) and trust between the
employees (33%) during the last 5 years.

The majority of

providers of capital

On the other hand, CEOs in Cyprus feel that the (creditors and

level of trust that providers of capital (57%) as ~ investors) and the
well as the Government and regulators (51%) Government have
have in their industry has deteriorated. in their industry has

deteriorated.
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Figure 11: Shifts in the level of trust

Q: To what extent has the level of trust shown by the following stakeholders in your industry changed over the past five years?

Customers and clients

40%

40%

52%

37%
39%

35%

23%

12%

Your supply chain partners

31%

31%

40%

50%

19%

1

42%

48%

The media
46%

42%

6%

46%

Employees

(including trade unions/ work councils)

33%
30%

39%

44%
51%

47%

23%
18%

13%

Cyprus

Eurozone

Global

Cyprus

Eurozone

Global

Cyprus

Eurozone

Global

Cyprus

Eurozone

Global

Providers of capital
(e.g. creditors and investors)

27% 29% 40%

43% 38% 16%

Local communities
17% 47% 26%

18% 54%

Government and regulators
17% 30% 51%

17% 40% 40%

LY 42% 31%

Non Governmental
Organisations (NGOs)

14% 53% 21%
13% 54% 16%

19% 539% 14%

I improved
[ stayed the same

[ Deteriorated
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Apart from the growth of private businesses,
the economic crisis has also affected the
smooth operation of national governments
which are currently faced with a number of
challenges.

93% of CEOs in Cyprus believe that ensuring
financial sector stability and access to
affordable capital should be the Government’s
top priority especially after recent economic
developments, followed by creating a more
internationally competitive and efficient tax
system (47%) in order to attract investments
and new capital. These views are also shared
by CEOs in the Eurozone and globally.

Figure 12: Government priorities

Q: Which three areas should be Government priorities in the country in which you are based?

Ensuring financial sector stability and access to
affordable capital

Creating a more internationally competitive and efficient
tax system

Improving the country’s infrastructure (e.g. electricity,
water supply, transport, housing, broadband)

Creating a skilled workforce

Developing an innovation ecosystem which
supports growth

Creating jobs for young people (16-24 years old)
Reducing poverty and inequality

Addressing the risks of climate change and
protecting biodiversity

Maintaining the health of the workforce

Other

93%
65%

37%
. 30%
I 317
P 920 34%
y 19%

o 229
L1% o -Cyprus

0,
T 10% - Eurozone
— 0%
B o, " Global
m 3%
I 50,
]



Key findings in Cyprus 21

CEOs in Cyprus plan to focus on economic
stability, reducing poverty and inequality
as well as on creating a skilled workforce.
These national outcomes also take priority
for CEOs around the world.

Figure 13: Organisations’ priorities

Q: Which, if any, of these national outcomes is your organisation focusing on as a priority over the next three years?

Ensuring financial sector stability and acce:ss to | — 847
-
affordable capital B — 3% | 10
Creating a more internationally | EEEE————————SSSS 6%
competitive and efficient tax system I O S,

Improving the country’s infrastructure (e.g. electricity, I 3
water supply, transport, housing, broadband) N 3 ()0/,

0,
Creating a skilled workforce | D7ap0”

Developing an innovation ecosystem which supports I 3O />
L e

Creating jobs for young people (16-24 years old) 44%
0

Reducing poverty and inequality m—— 30 %

Addressing the risks of climate change and protecting I 24%
plodiversity . 26%

- 57% -Cyprus
] o
]

39% - Eurozone

39 - Global

Maintaining the health of the workforce

Other
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The survey findings indicate that transparency  the latest developments with India that 71% of

is an issue which concerns the business CEOs in Cyprus say that it is appropriate for tax
community. 90% of CEOs in Cyprus and 66% of  authorities around the world to freely share
Eurozone CEOs believe that multinationals amongst themselves information they have on
should be required to publish the revenues, companies.

profits and taxes paid for each territory in which
they operate. It should not be surprising after

Figure 14: Tax policy and administration

Q: Looking specifically at tax policy and administration, to what extent do you agree or disagree with the following statements?

Respondents who stated “agree” or “agree strongly” . Cyprus . Eurozone . Global
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I think is very important, specifically
in the economic crisis where Cyprus
is in the mid-off, that the
government is getting more efficient
and get rid of the red tape, get rid of
bureaucracy. It will make it very

easy for companies to invest and to
implement new technologies.
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| Global trends

According to the 17 Annual Global CEO global trends. CEOs in general express high

Survey, CEOs in Cyprus believe that the shift levels of confidence regarding the ability of a 8 4()/

in global economic power (84%) and wide range of internal processes and functions ()]
technological advancements (74%) will affect  to implement required changes. of CEOs in Cyprus believe
their business operations over the next 5 that the shift in global
years. 97% of CEOs say that their HC and economic power will affect
customer service departments are adequately their business.

prepared to make the necessary changes in
order to capitalise on these transformative

Figure 15: Global trends that will transform business

Q: Which global trends do you believe will transform your business the most over the next five years?

74% W 51% 8470 61% W 5000

Technological Demographic economic power Resource
advances shifts scarcity and

climate change Urbanisation

77708 58% W 06% | 48%'\W 32%

advances Demograﬁ};tic economic power scarcity and Urbanisation
Shitts climate change

()
c
@)
N
@]
-
)
L

8 a ‘ ;‘, /0 S : o Resource 0 ﬂ
1 0 Shift in global : 4

i : scarcity and
Technological Demographic economic power climate clh);nge Urbanisation

advances slits
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Figure 16: Level of preparation for capitalising on global trends

Q: To what degree are the following areas of your organisation prepared to make changes to capitalise on transformative global trends? '

1 96 %

Executive

1 O 5 %o

OO 94 Y,

Finance

Board

Sales

Customer service

Risk Management

Procurement and sourcing
IT

HR

Marketing/brand management

R&D

0,
—80%84 e

- Cyprus

Respondents who stated “not prepared” - Eurozone
" Global
The majority of CEOs state that their current
planning horizon covers the next 3 years, while
they also agree that this is an ideal timeframe
for implementing the necessary changes.

Figure 17: Planning time horizon

Q: What is your current planning time horizon?

12% %

51% | 43% 5%

1%P 1%

Don't know/
More than Other refused - Cyprus

5 years
- Eurozone
" Global

16% , 39%

9% (5o,

48%

1year 3 years

Figure 18: Ideal planning horizon

Q: Where would you like your planning time horizon to be?

% 99, 6"/;3° 1% P%
(V)

More than Other Don't know/
5 years refused

5 years

3 years
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| .
Conclusion

“We're in a golden age when it comes to our
chief executives”: said the former Treasury
Secretary of the United States and former
Goldman Sachs’ CEO, Henry Paulson. It is
true that CEOs are nowadays more efficient
and effective than ever. The view of Henry
Paulson is also confirmed by prominent
figures in contemporary history such as Jeff
Bezos, Founder and CEO of Amazon, Steve
Jobs, Co-founder and former Chairman and
CEO of Apple, Mark Zuckerberg, Co-founder
and CEO of Facebook and last but not least,
Stelios Haji-Ioannou, founder of easyJet plc;
all of them, young and innovative
entrepreneurs who managed to prevail in the
market even during economic hardships.

The participation of 70 CEOs in Cyprus
represents one of the most positive outcomes
of this survey as the number of participants
is more than double compared to last year
(31). This confirms the need of entrepreneurs
and senior executives to share their views,
concerns and suggestions for the future. The
CEOs have realised the value of a public
debate around the issues that all senior
executives are concerned about.

According to our survey, CEOs in Cyprus
appear to be less confident with regard to
their company’s prospects for revenue
growth over the next 12 months. However,
they feel more confident about revenue
growth over the next three years as this
percentage increases from 32% to 75%.

The findings of the survey demonstrate the
importance of the Government’s response to
fiscal deficit and debt burden together with
avoiding additional tax burdens. In addition,
CEOs wish financial sector stability be restored.
For the second consecutive year, the survey
identified bribery and corruption (66%) as one of
the most important concerns of CEOs in Cyprus.
Energy costs are also one of the main concerns
of CEOQs, similar to last year.

The debate around Cyprus’ natural gas continues
to be intense. When describing the prospects
that are now emerging for the Natural Gas
Industry, the EU Commissioner for Energy,
Gunther Ettinger has recently stated that
“Cyprus can play an important role in the
European Energy Market” and talked about a
“win-win” situation for all South-East
Mediterranean countries .

Nevertheless, the future is still unclear. CEOs
may see economic opportunities, but due to
increasing electricity costs, they are not yetin a

position to estimate the future benefits.

Our survey points out an interesting view of the
CEOs, who see new product or service
development as the main opportunity for
revenue growth. The discussion around
innovation should continue, as innovation is the
only way to trigger economic recovery.

CEOs in Cyprus believe that their relationship
with clients and employees has improved over
the past five years while their relationship with
banking institutions and the government has
deteriorated.
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Trust among organisations and providers of
capital needs to be regained as this will be the
key to recovery. Political and economic
developments following March 2013, have
affected all organisations which are now
adjusting to the new environment and restoring
their trust to in the banking system.

The Government, in turn, needs to ensure
financial stability by offering a stable
environment both for local and international
companies which see Cyprus as a strategic
investment destination. CEOs in Cyprus believe
that, after ensuring financial stability, the
Government should focus on creating an efficient
tax system as well as on improving the country’s
infrastructure.

CEOs in Cyprus focus on ensuring access to
affordable capital for strengthening their
business position.

Restructuring is essential in order for a company
to effectively respond to continuous changes in
the economic environment. A large percentage of
CEOs (93%) indicate that they will undertake the
necessary actions to reduce costs. However, the
majority intend to maintain their headcount at
the same level. This finding offers a note of
optimism for the future.

CEOs appear determined to adopt a more flexible
business model that will allow them to adjust to
the new circumstances and set off on a more
creative path. The aim of both the public and
private sector is stable recovery and, ultimately,
moving towards growth. The remaining
challenge is whether this common vision will be
accomplished in the near future. We are
confident that through hard work, Cyprus will
once again manage to overcome the challenges.
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'So you want more data?

Figure A: Regions where M&As, joint ventures or strategic alliances are planned

Q: In which regions are you planning to carry out an M&A, joint venture or strategic alliance?

Central and Eastern Europe/
Central Asia

Cyprus 28%,

Eurozone 19%

Cyprus 0%,

Eurozone 19%
e o 1 i Global 15%
Western Europe East Asia
Cyprus 20%, Cyprus 0%,
Eurozone 46% Eurozone 11%
%
Gl‘c‘)bal 25 — Global 19%

Middle East
Cyprus 24%,

Eurozone 8%
Global 8% Eurozone 5%
al

;, /‘i G‘Ilg 11%
e \-rﬁ
) Cyprus 0%,

Cyprus 0%,

South-East Asia
Latin America

Cyprus 4%, . Africa - Eurozone 12%
Eurozone 15% Cyprus 20%, ) Global 23%
Global 17% Eurozone 10% \‘ ;l',. \

Global 9% A
— IAVAS T

W, ] Australasia
. l, Cyprus 0%,
‘ <) ' Eurozone 2%

Global 8%

Figure B: Important markets for growth prospects, excluding Brazil, Russia, India, China and South Africa, for the next 3-5
years

Q: Which three markets, excluding Brazil, Russia, India, China and South Africa, do you consider most important for your growth
prospects over the next 3 to 5 years?

- Cyprus - Eurozone - Global

USA Indonesia Germany Mexico UK

1% 4%
5% 0
8% ° 6%

7%

3%

Japan Turkey Thailand Australia
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Figure C: Internal changes

Q: To what extent are you currently making changes, if any, in the following areas?

Developing strategy Recognise the need
to change to change

Programme Concrete plans to
{ underway or { implement change
| completed | programmes

Organisational structure/ design

Use and management of data and data
analytics

M&A, joint ventures or
strategic alliances

Location of key operations or
headquarters

Figure D: Industry revenue growth prospects over the next 3 years

Q: How confident are you about your industry’s prospects for revenue growth over the next 3 years?

1%

1% [11%

- Very confident

- Somewhat confident
- Not very confident
I Not confident at all
|:| Don’t know/ refused

Cyprus Eurozone Global



28 17" Annual Global CEO Survey

Figure E: Managing the expectations of stakeholders

Q: To what extent do you agree or disagree with the following statements?

0,
The purpose of a business is to balance the interests of 80%

all stakeholders

I 63%
69%

i 97 %
Being seen as paying our ‘fair share’ of tax is important S 7%,
75%

. O1%
It's important to us to ensure the integrity of our supply chain [ IENEEEGEG_—_— 89;/%0/
0

99%
94%
95%

- Cyprus - Eurozone Global

Figure F: Government effectiveness

Q: How effective has the Government been in achieving these outcomes in the country in which you are based?

(017)
Ensuring financial sector stability @ Creating a more internationally competitive and
and access to affordable capital @ efficient tax system

@ Improving the country’s infrastructure @ @ Creating a skilled workforce

(e.g. electricity, water supply, transport, @ Reducing poverty and

@ housing, broadband) inequality

@ Developing an innovation ecosystem

which supports growth Addressing the risks of climate change

and protecting biodiversity

Maintaining the health of

@ the workforce

@ Creating jobs for young people (16-24 years old)

@ cyrrus @ Eurozone Global
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Figure G: How rules & regulations affect businesses

Q: Which of the following statements most accurately describes how regulation has impacted your company over the past 12 months?

Cyprus

63%

66%

83%

Eurozone

30%

39%

53%

Global

35%

51%

We were able to pursue a new market
opportunity

We were unable to pursue a market
opportunity

Don’t know/refused

Our innovation has become more
effective

We weren’t able to innovate
effectively

Don’t know/refused

Our production and/or service delivery
quality standards improved

Our production and/or service delivery
quality standards fell

Don’'t know/refused

Our operating costs have decreased

Our operating costs have increased

Don’'t know/refused

It's been easier to find or attract a
skilled workforce

It's been harder to find or attract a
skilled workforce

. Don’t know/refused
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Figure H: Government policy-setting process

Q: With regard to the Government improving the policy-setting process, which of the following would have the biggest impact?

Ensure regulations are clear and designed for the long term
Place more emphasis on fairly, transparently and consistently enforcing 49%
existing regulations 0
. 0
Decrease the total number of regulations
Ensure the benefits to society outweigh the costs of regulation to business
Work more closely with other nations to harmonise regulations
Define global rules where needed to underpin success, tailored to the |IECYTYA
national or local context

No improvements required ()04

Ensure regulations are clear and designed for the long term

Place more emphasis on fairly, transparently and consistently enforcing
existing regulations

Decrease the total number of regulations

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

Focus regulations on outcomes, not process

Eurozone

Work more closely with other nations to harmonise regulations

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

No improvements required




PWC Cyprus

We are striving to offer our clients the value
they are looking for, value that is based on the
knowledge that our teams draw from 184,000
experts in 157 countries and based on
experience adapted to local needs. PwC
Cyprus focuses on two main areas: Assurance

& Advisory Services and Tax & Legal Services.
We work closely with our clients. We ask
questions. We listen. We learn what they want
to do, where they want to go. From all our
international knowledge, we share with them
the piece that is most suitable for them and
thus we support them in how to achieve their
goals.

In the operation of the world’s capital markets
we play an important role and as business
advisors we help our clients solve complex
business problems. We aim to improve their
ability to manage risk and improve
performance. At the same time we take pride
in our quality services which help to improve
the transparency, trust and consistency of
business processes.

Our position is strengthened with our more
than 900 professionals in our offices
throughout Cyprus.

Some of our services are:

Assurance & Advisory Services

Our Assurance services comprise statutory and regulatory audit services,
which include evaluation of information systems, advisory services for
capital market transactions, accounting and regulatory issues for all types of
businesses through specialist industry divisions:

Financial Services (FS), Consumer and Industrial Products and Services
(CIPS) and Technology, Information, Communications, Entertainment and
Media (TICE).

Our Risk Assurance Consulting (RAC) offers expertise on forensic
investigations, internal audit services, internal controls optimisation,
corporate governance and reporting, security and controls of information
technology systems including Enterprise Resource Planning (ERP) systems
(e.g. SAP, Oracle, Navision), Project Implementation Assurance (PIA),
Computer Assisted Audit Techniques (CAATSs), Spreadsheet Integrity and IT
Risk Diagnostic and Benchmarking. We draw proudly on our auditing
heritage as well as our commercial experience to evaluate governance
procedures, information systems, risks and controls and provide trusted
advice and solutions to fix or enhance them.

Our Performance Improvement Consulting (PIC) offers specialist advisory
services on strategy and operational effectiveness, process improvement,
cost reduction, people and change and sustainability issues.

Our Deals & Corporate Finance (DCF) provides consulting on M&As,
valuations, feasibility studies, transactions support and crisis Management.
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Our PwC network’s tax and legal services include Global Compliance Services, Direct and Indirect Tax
Services, Local Compliance Services and Legal Services.

Global Compliance Services

Comprising the whole spectrum of company administration and corporate statutory compliance
services, bookkeeping, accounting and payroll services as well as specialised services such as private
client services, advice on establishment and administration of local and international business
companies, collective investment schemes, UCITS, investment firms and trusts.

Direct tax services

Corporate: Advisory Services for tax planning, international tax structuring, mergers and buyouts and
other business issues, tax returns administration, agreement with Tax Authorities and obtaining tax
rulings.

Personal: Tax planning, completion submission and agreement of tax returns, tax services to
expatriates, pensioners and other non-Cypriot individuals.

Indirect Tax Services

VAT: Advisory services for VAT, VAT recovery and VAT minimisation and tax compliance
(administration of VAT returns, communication with VAT authorities, agreement of disputed
assessments, etc).

Local Compliance Services (LCS)

Our Local Compliance Services are addressed to all type of businesses that carry out local operations.
These enterprises cover a wide range of activities and include private and public companies,
government and semi-government organisations, foundations, as well as personal and family
enterprises. Our services cover the whole spectrum of accounting, tax and VAT compliance, financial
structuring and corporate compliance services.

Legal Services

The legal firm, full member of the PwC international network, offers legal services that cover the whole
spectrum of corporate and business law, including advising and representing clients in M&A
transactions, re-organizations, European Union law and Competition law, setting up and regulating
private companies, setting up joint ventures and other forms of businesses and carrying out legal due
diligence.
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CEO views

In-depth interviews with
two CEOs in Cyprus

George Petrakides
Country Manager, Microsoft Cyprus

Philip Van Dalsen
CEO, MTN Cyprus
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| ;
Interview

George Petrakides
Country Manager,
Microsoft Cyprus

Where do you see the global and local
economy going over the next 12 months to
three years?

Five years after the global financial crisis, the
world economy is showing signs of recovery this
year. According to the World Bank, global GDP
is projected to grow 3.2% this year and
stabilising at 3.4 % and 3.5% in 2015 and 2016,
respectively. Main acceleration drivers are USA,
India and China economies.

Locally, without a doubt we have challenging
years in front of us. Consumer and investor
confidence is crushed, unemployment is
growing rapidly and credit is vanished. 2014
will be the toughest one, where GDP is
estimated to drop by 8%, with further smaller
drops in 2015 and 2016. Economy is expected to
return back to growth in 2017; even then,
economic activity will be way lower than the
pre-crisis peak.

What’s your vision of where your business will
be in five year’s time and how confident are
you about your company’s prospects for
revenue growth both in the near and medium
term? What about your sector’s growth
prospects?

Despite market challenges, I am confident that
Microsoft Cyprus will continue to grow year
over year, at slower pace of course, and remain
the largest IT Company in Cyprus. Main drivers
of this stable performance, arise from the fact
that Microsoft is transforming as a company,
increasing its product portfolio, and becoming a
Devices and Services company. We are also
committed as a company, in our Corporate
Social Responsibility presence in Cyprus
through numerous activities, where we seek to
address some of today’s toughest challenges,
drive job creation, create economic
opportunities and help people and businesses in
Cyprus to realise their full potential. When
there is uncertainty in the market, budget
constraints and market challenges which makes
companies reluctant to invest and expand,
technology is the only vehicle to help companies
innovate, continue be competitive and relevant
and survive at the end.



Where do you see the main opportunities for
growth for your business and what are you
doing to make it happen?

Microsoft, is committed to support our
customers and partners to revert challenges
into opportunities. As Microsoft is
transforming and becoming a Cloud Services
and Devices company, we are increasing our
product portfolio.

We perceive Cloud Services as a way to help
customers towards business agility, both inside
and outside their company walls, allowing
them to drive maximum productivity. Our
Cloud Solutions such as Office 365, Windows
Azure and CRM Online, allow business of all
sizes to stay flexible, reduce IT Management
and significantly reduce costs.

We will be also focusing on our Win 8 Devices,
mainly on our Microsoft Surface tablets and
Nokia Phones especially after the purchase of
Nokia for 5.5 billion Euros.

In your view, what are the top economic,
political, business or other threats to your
organisation’s growth prospects?

Microsoft Cyprus is affected when the Cyprus
economy faces challenges. I would mention 2
threats out of the many we will be facing in the
near future. First, is the uncertainty we
currently have in banking sector, which affects
the economy as a whole. We need to eliminate
this uncertainty in order for various sectors in
the economy to accelerate, even with limited
resources, limited investments and credit
facilities, but they need to accelerate. Second,
is the Government consolidation measures
which drives reduction of Government
budgets, we are facing increases in various
taxes, which at the end they reduce both
household and business Spending.

What do you believe will transform your
business the most over the next five years?

For the years to come, Microsoft Cyprus will
rely on their most valuable asset, which is our
people. Microsoft has a proven history on
attracting, heavily developing and retaining
best talent in each and every country we
operate. Our people is our biggest strength.
Within the current economic environment,
they already demonstrated high levels of
adaptability, tenacity and passion which make
me confident for the years to come.

Five years after the
global financial crisis,

the world economy is
showing signs of
recovery this year.
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What specific changes are you making now to
ensure that your business is still relevant in
five years’ time and beyond? Are there things
you’re planning for now that you didn’t in the
past, or that or that weren’t a priority in the
past?

We will continue more or less on our traditional
way of business but we need to enhance it even
further in order to meet today’s challenges. We
will continue putting customer first, always
meet customer needs, and exceed their
expectations. We will drive value selling,
promote the value proposition of our products
towards our customers. We need to enhance our
planning, organising, and executing model in
order to adapt in today’s demands and needs.
Any IT company should be a true Trusted
Advisor today and fully support their
customers, especially in a period of need. And
here in Microsoft this is what we are committed
to do.

What do you think should be the top priority
for government in terms of supporting
businesses to be fit for the future?

Government top priority should be productivity
and innovation internally first. If they succeed
to do so, then bureaucracy will be reduced and
this will give the ability and agility to
businesses to excel. A productive and agile
Government Force will also attract foreign
investors in to the country. Government should
also work with businesses and increase the
consumption of EU funds, they need to provide
clarity, give motives for businesses to come out
with new ideas, promote entrepreneurship,
promote start-ups, and at the end keep our
youth and talent within our country and not
export it.

Loss of trust in institutions is currently a hot
topic for business leaders. What do you
personally think drives trust in the market?
And why?

Trust is earned and not given. It’s true that Trust
is almost absent from our market today because
we experienced situations for the very first
time, such as the fall of our Banking Sector and
the fall of our Government Policy where we
came very close to be bankrupt as a country. In
nowadays, companies should prove that they
have ethical values embedded throughout their
organisation. They should also embrace
transparency throughout their operations.
Successful companies are able to listen and be
respectful both internally with their employees
and most importantly externally with their
customers.

All of us need to work towards of re-building
our credibility as individuals, as businesses and
as a country. It’s going to take time, but we need
to start yesterday.
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Finally, as the CEO of your enterprise, what
is the one thing you want to be remembered
for? Why?

I want to be remembered for having put the
fundamentals for the years to come for
Microsoft Cyprus to be a great place for people
to work; where people will have the
empowerment to drive impact and have the
opportunity to be developed even further as
individuals on a daily basis. Having said that, I
would also like Microsoft Cyprus to continue
be perceived not only as a multinational
company operating in Cyprus but as a
company with a solid Corporate Social
Responsibility presence in Cyprus, supporting
people and businesses to realize their full
potential.

Government top priority
should be productivity
and innovation internally
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Interview

Philip Van Dalsen
CEO
MTN Cyprus

Where do you see the global and local
economy going over the next 12 months to 3
years?

If I read through the reports, I think that
economically wise, there will be steady growth.
Maybe we will not see the economic growth
rates that we were used to but I believe that we
can definitely expect to see growth globally and
in the emerging markets. This for us as MTN is
good as we are mostly positioned in Africa and
the Middle East where there would be some
growth. Obviously, if we talk about Cyprus, I
think 2014 will not show any growth. I think it
will show a decline and hopefully when the
stabilisation program takes place as planned,
we will see movement in the natural resources
and the privatisations which are planned. 2015
should slowly show growth again.

What’s your vision about your business?
Where you will go in 5 years time and how
confident are you about your company’s
prospects for revenue growth?

Cyprus is a small market for us, although a very
important market for MTN as it is the most
developed market MTN operates in and here is
where all the innovations take place. Ithink we
are the challenger in this market which means
that we are still getting the market share from
our competitor and my aim is to reach 50% in
the end. The revenue growth will come from
the traditional products like the
telecommunication product voice and basic
data but we are slowing moving into the ICT
area. The ICT area is definitely where the
revenue will come from in the future.
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Where do you see the main opportunities for
growth for your business?

I think that if we talk about growth of a
company in a market like Cyprus then you
have to look at becoming a fully fledged
operator which means moving besides the
traditional products into the ICT area. That
can be achieved through acquisitions as that
knowledge, that know-how is not available in
the company. So I think it’s partly organic
growth and definitely partly acquisitions of
companies which are active in the specific
area. With that I'm pretty sure we are going to
grow our revenue and our business.

In your view, what are the top economic,
political, business or other threats to the
growth of your organisation?

I think that the biggest threat for companies in
Cyprus is that if the political stability is not
there. That is number one. These are difficult
times which require political stability to get us
out of the crisis. Also, making sure that the
stabilisation programme is taking place as
planned. If that doesn’t happen, I foresee a
future with much more unemployment and
much more economic unrest from which
nobody will benefit.

What do you believe will transform your
business the most over the next five years?

The biggest transformation will definitely be
technology. If you talk about
telecommunications, you talk about
technology. It is hard to predict the future and
what will happen but it goes so fast in
telecommunications. We talked about 3G two
years ago and now we talk about LTE. LTE is
the next generation network. So that is
number one. There will also be social
differences in the future and shifts of power.
Not so much in Cyprus but globally. The power
that used to be in the Western World will shift
to the emerging markets. We know that China
is now a huge power but a couple of years ago
it wasn’t. I foresee that Africa will be one of
those emerging countries where a lot of power
will be centralised. So, that will be interesting.
But the technology side will definitely be about
content, data and a lot of new technology
products in the telecommunications area.

Have you brought any new technology or
changes with you?

We are continuously developing this. We are in
the centre of technologic changes. For
example, LTE is a new technology which we
have to roll out. And why we have to roll out?
Because demands for data and content are so
huge in the community. “Fiber to the home” is
one of those product areas that we talk about
but the cost is huge and who is going to carry
that cost? Is it the government or the
operators? The demand for these kind of
things is driven by the fact that the population
of the community wants to have access to a lot
of content and a lot of data. LTE is probably the
next one we are going to implement in these
kind of markets and then become a fully flex
operator. They call it the next generation
telecommunication provider where you
converge the traditional products with a lot of
content, broadband, data and business.

Trust you get if you are honest,
if you are transparent, if you

do what you say you will do

and then you slowly get trust
back.
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What do you think will be the top priority for
government in terms of supporting businesses
to fit in the future?

Stability is top priority. I think is very
important, specifically in the economic crisis
where Cyprus is in the mid-off, that the
government is getting more efficient and get rid
of the red tape, get rid of bureaucracy. It will
make it very easy for companies to invest and to
implement new technologies. The biggest
threat, specifically for telecommunications is
regulations that is always much more behind
than reality. In reality technology is there but
sometimes the regulator has not regulated it
yet. The law always follows what the reality is.
So there is a big threat that if the regulator or
regulations and the politicians are too slow, it
will also slow down the development and
getting us early out of the crisis.

Loss of trust in institutions is currently a hot
topic for business leaders. What do you
personally think drive trust in the market?

Mistrust comes with the times; it comes with
the economic crisis. So many scandals within
the government or government related
institutions that obviously don’t help to gain
trust. Trust you get if you are honest, if you are
transparent, if you do what you say you will do
and then you slowly get trust back. But in
difficult times like now, it’s very difficult to get
trust back. People are totally or personally
damaged due to the impact of what happened in
Cyprus so it will definitely take some time to
restore trust. The key is to be transparent and
open about it. Even if the news is bad you better
be honest about it.

Finally, as the CEO of your enterprise what is
the one thing you want to be remembered for.

I'm not sure. I landed in Cyprus in the most
difficult time in Cyprus’s recent history but for
me it’s important that the company I work for,
MTN will become number one and that’s what I
want. The crisis is difficult and
telecommunications is hit as well by it, but I
think this is the moment for us to become
number one and it would be great if I succeed
on that.

Do you have a personal motto that you would
like to share with us?

Always believe in yourself!
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