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CEO CONFIDENCE SLIPS LOWER

The 1Q10 Vistage-MIER CEO Confidence Index slipped 0.8
points quarter-on-quarter to settle lower at 122.1 points. After the
third consecutive quarter of gains for the Index, this is low. In the
previous quarter, the rise had been a more extensive 20.2 points.
Four out of six component indices of the Index rose. The other
two indices covered in the survey - namely expected economic
conditions and expected change in employment indices reported
doing relatively lower, although this time around, the current
economic conditions component made the same contribution.

In 3Q09, Malaysia's GDP improved to -1.2% year-on-year (2Q09:
-3.9%) due to a rebound in the manufacturing, construction, and
services sectors. Stabilising global and domestic demand
conditions resuscitated manufacturing output, while large public
expenditure contributed to an expansion in both construction and
services activities. Nevertheless, the external sector remained
relatively weak in 3Q09.

There are glimmering signs that the global downturn has
stabilised somewhat, but the recovery is expected to be sluggish
and uneven. It will take time and much resources to revive the
deeply troubled U.S. financial sector, while policy options remain
generally impotent. The weak external sector will impede a faster
recovery, and lower commodity prices are not helping. Banks are
becoming more cautious over apprehension of more bad loans
surfacing. The services sector will be a pillar of strength
compared to the dismal manufacturing sector. However, Malaysia
may not regain much strength until the global economy is back on
track, which appears to shuttle along at a disappointingly slow
pace.

In view of improving macroeconomic indicators, and better CSI
and BCI as well as sectoral indices, MIER is maintaining for its
GDP growth forecast of -3.3% year-on-year in 2009 and +3.7%
year-on-year in 2010, while projecting a 2011 GDP growth
forecast of +5.0% year-on-year. Downside risks are still prevalent
and might retard recovery, but overall there are stronger positive
influences that have moved MIER to make such projections.

SIMILAR CURRENT ECONOMIC CONDITIONS

The 1Q10 current economic conditions component index
remained the same at 142 points quarter-on-quarter, as a similar
percentage of survey respondents (51% versus 9% in 4Q09)
believe that current economic conditions will be unchanged.

EXPECTED ECONOMIC CONDITIONS AND HIRINGS
WORSEN

The expected economic conditions component index declined
quarter-on-quarter by 16 points to settle lower at 145 points. The
hiring component index also slipped slightly quarter-on-quarter
by 3 points to settle lower at 149 points.

REVENUE AND PROFIT GROWTH EXPECTED TO BE
HIGHER

Both the expected revenue growth and expected profit growth
component indices gained quarter-on-quarter in 1Q10, rising by 4
points each. Over the next 12 months, proportionately more
CEOs expect higher sales revenue (76% versus 72% previously)
and profit growth (67% versus 63% previously).
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Q4 Q1 Q2 Q3 Q4 Q1

2008 2009 2009 2009 2009 2010
VISTAGE-MIER CEO
CONFIDENCE INDEX 523 476 672 1027 1229 1221
COMPONENTS
Current Economic Conditions 19 15 33 84 142 142
Expected Economic Conditions 14 19 85 143 161 145
Expected Change Employment 100 87 99 136 152 149
Planned Fixed Investment 92 77 100 132 149 154
Expected Revenue Growth 92 88 102 151 169 173
Expected Profit Growth 78 74 89 130 156 160

Note: All component questions are scored as the percent giving favorable replies
minus the percent for unfavorable plus 100. The VISTAGE-MIER CEO
Confidence Index is the sum of the components calculated as a percentage of
the level recorded in 2nd quarter 2003 survey.

EXPECTED CAPITAL SPENDING CONTINUE TO RISE

The planned capital spending index also rose quarter-on-quarter
in 1Q10. Most of the respondents expect their capital spending
(59%) to rise over the next 12 months.

U.S. ECONOMY OUTLOOK

The U.S. economy is on the road to recovery, but the progress
will be slow, as the outlook for the U.S. labour market remains
bleak. The recovery in gross domestic product, or GDP, and
especially in unemployment, will be slow due to uncertainties
surrounding various legislative initiatives and persisting
problems in the banking sector. The economy is the country’s top
concern, with high unemployment being the greatest threat as
perceived by the public. Eight out of ten Americans rate
joblessness a high risk to the economy in the next two years,
outranking the federal budget deficit, which is cited by seven out
of ten. An increase in taxes is named as a high risk by almost six
out of ten. Less than one in three Americans think the economy
will improve in the next six months.

The survey results indicate that 42 percent of the respondents
believe the U.S. is still stuck in the doldrums with no growth
expected in 1Q10. Only 36 percent are of the opinion that the
U.S. economy is finally on the mend although still far from
enjoying a vigorous recovery.

CHINA THE LIKELY CATALYST FOR ECONOMIC
RECOVERY

In the 1Q10 survey, 58% of respondents indicated that they see
China as the most likely catalyst for global economic recovery
and intend to carry on or increase their business activity in China.
Only 40% of the survey respondents indicated that they might
rethink their investment or trade activities vis-a-vis China.

REDUCTION OF CRIME RATE

In the 1Q10 survey, only 25% of respondents believe that the
recent efforts by the Government to try to reduce the crime rate
has had efficient and speedy success, but 75% disagreed.

GOODS AND SERVICES TAX (GST)

The Government had made an announcement in Budget 2005
that it would implement GST in 2007. This, however, did not
materialize and a new deadline of mid-2011 has been set for its
implementation.
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Most (70%) CEOs polled acknowledged being not familiar with or
ready for next year’s implementation and impact of GST while
30% said they felt prepared. 49% of the respondents were keen
to know more about GST through seminars/presentations, 38%
are adopting a wait and see posture until year end 2010 and 14%
are in the process of engaging a tax consultant to advise.

GOVERNMENT TRANSFORMATION PROGRAMME

The Government Transformation Programme (GTP) was
introduced in April 2009. The objective of GTP is two-pronged,
first to transform the Government to be more effective in its
delivery of services and to be accountable for outcomes that
matter most to the rakyat; and second, to move Malaysia forward
to become an advanced, united, and just society with high
standards of living for all. This is in line with the national mission
of achieving Vision 2020 - for Malaysia to by then be dubbed a
fully developed nation.

For the programme to have a high chance of success, 67% of the
respondents indicated there should not be any political
interference, 49% indicated there had to be an efficient and
committed civil service while 57% indicated that rewarding KPI
achievement and holding accountable the parties involved for the
non-achievement of the set KPIs would be crucial.

NEW BUSINESS MODEL

For the Government’s proposed new business model, 72% CEO
respondents believe the Government should give most emphasis
to the services sector, 76% to the education sector, 51% to the
manufacturing sector, 50% to green technology, 48% to
renewable energy and 37% to the agricultural sector.

ANY DIFFICULTY IN RECRUITING STAFF

Survey respondents were asked to respond on the difficulty of
recruiting staff - 54% said they faced problems in recruiting staff at
top management level, 64% said the same for middle
management level, 68% for executive/supervisory recruitment,
and 84% in respect of technically skilled level.

GOLD INVESTMENT

If the global economy shows no promise of growing, then investors
will continue to look towards gold as an alternative investment
option. Conversely, if the economic recovery becomes more firmly
entrenched, then inflation concerns are likely to continue to gain
prominence. Investors tend to flock to gold in times of economic
uncertainty owing to popular perception of it being a safe-haven
investment. The precious metal is also regarded as a sound store
of value in time of high inflation. In this 1Q10 survey, 54% of
respondents show absolutely no interest in gold at all but 19% of
respondents have in fact invested in it.

ABOUT THE VISTAGE-MIER CEO CONFIDENCE INDEX
Vistage Malaysia has been conducting the Confidence Index since
2nd quarter 2003. Effective 4th quarter 2005, Vistage Malaysia
entered into a strategic alliance with the Malaysian Institute of
Economic Research (MIER) to co-brand the Confidence Index
under a joint effort known as the VISTAGE-MIER CEO Confidence
Index.
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Vistage Malaysia’s membership comprises businesses and
companies with annual sales between RM5 million to RM1 billion.
Today, it has more than 300 members in more than 65 different
businesses. The opinions of these CEOs provide a clear snap-
shot of their current economic market as well as industry trends
and their plans for growth over the next 12 months.

The VISTAGE-MIER Index is a compilation of responses from
these Vistage Malaysia CEOs, of whom 70% are small to medium
sized companies and is the only comprehensive report of their
opinions and projection. These insights provide a leading indicator
for employment, capital expenditure, sales and revenue trends.
Each quarter, Vistage International polls its membership in
Malaysia, United States, Canada, United Kingdom and Australia.

ABOUT VISTAGE INTERNATIONAL, VISTAGE MALAYSIA
AND MIER

Founded in 1957, Vistage International (www.vistage.com)
provides business leaders with tools to outperform both the
competition and their own goals. The comprehensive toolset
includes peer-group sessions and one-on-one executive coaching
for the sharing of best practices and opportunities to seek
confidential help in critical situations.

Vistage’s professional development model also includes access to
world-class business experts, and a global community of more
than 15,000 members. Vistage member companies have
revenues between US$1 million and US$1 billion, and combined
have a total of more than US$300 billion in annual sales and more
than 3.1 million employees. They outperform the Fortune 500, the
S&P 500 and the 14 million companies in the ARC Analytics
database. In addition, Vistage member companies grow, on
average, 2.5 times faster than they did prior to joining Vistage.

Vistage Malaysia has offices in Kuala Lumpur (603-22842199),
Penang (604-6426799) and Singapore (65-63398505).

MIER is an independent, private, non-profit organization, devoted
to economic, financial, and business research that would serve as
a think-tank for the government and the private sector. It is
committed to serve the government and private sectors as well as
the public at large by providing an objective and impartial
understanding of socio-economic issues of national, regional and
global importance.
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