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WASHINGTON: Global corporate finance chiefs see more troubles ahead for their firms as a result of rising costs and interest rates, and a lack of pricing power, a survey showed Thursday. The Duke University survey of global chief financial officers (CFOs) showed optimism at a three-year low among the executives. 

The survey of 602 CFOs from US, Asian and European firms pointed to inflationary pressures on input costs, such as high fuel and health care costs, and increased costs of short-term borrowing, according to a summary of the survey released by Duke and CFO Magazine. They also say they lack the pricing power to make price increases stick for their own products. 

In the May 30 survey, 40 per cent of US CFOs were more optimistic about the economy than they were last quarter, while 26 per cent were less optimistic. This continues the downward trend in optimism over the past year. 

Asian CFOs share the same muted optimism but Europeans were more downbeat, said John Graham, professor of finance at Duke's Fuqua School of Business and director of the survey. "European CFOs are explicitly pessimistic," Graham said. "About half of the European CFOs are more pessimistic about their national economies relative to how they felt last quarter. Only 16 per cent are more optimistic." Graham added, 

"This is a new low for CFO optimism. We've found that this optimism index predicts future economic growth quite well. In a situation like this, where the optimists barely outweigh the pessimists, we can expect to see sluggish economic growth. 

In the United States, nearly 40 per cent of CFOs cited high health care costs as a top issue, with energy costs, interest rates and reduced pricing power also high on the list of concerns. European executives listed increased global competition, salaries and wages, increased regulation and world economic stability as their top concerns. 

Asian firms were concerned about high fuel prices, increased global competition, world economic stability and reduced pricing power.The executives appeared concerned that a boost in interest rates, especially in the United States, could end up hurting their companies and economies. 

"The Fed has raised interest rates eight times with no impact on the economy. The CFOs are telling us that the next volley of rate increases will do some damage to GDP growth," said Duke finance professor Campbell Harvey. 

In part due to higher interest rates, corporate executives are reducing capital spending plans. While two-thirds say they will increase capital spending in the next 12 months, the increase will average only 4.5 per cent down from 5.4 per cent last quarter."This rate of capital spending increase is barely sufficient to replace depreciated assets," said Don Durfee, research editor of CFO Magazine. 

The survey also showed few CFOs think that a revalued Chinese yuan would offer any relief to their firms. The revaluation of the yuan is being portrayed as urgent by many of our political leaders. The CFOs have a different opinion," Graham said, who noted that the executives see "no economic panacea." 

