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say the pandemic had an
impact on their industry —
US sectors, manufacturing,
consumer and health, are
most impacted

plan to adjust global supply
chains — of those respondents,
27% have already reduced
their suppliers to improve
critical relationships

are adjusting their strategic
investments due to
geopolitical challenges. Top
3 US sectors: manufacturing
(74%), health (61%) and

tech (53%)

expect to pursue mergers
and acquisitions over the next
12 months. Top US sectors:

tech, consumer, manufacturing

A note from Mitch Berlin, EY Americas Vice Chair - Strategy and Transactions

US executives recalibrate risk radar

EY 2022 CEO survey finds execs maintaining growth strategy while
pivoting toward ESG and sustainability

Supply-chain bottlenecks. Geopolitical turmoil. Technological disruption. The “Great
Resignation.” Chief executives have had no shortage of exogenous forces demanding their
attention as they steer their companies. Even as chief executives are judged by evolving
standards, the 2022 edition of the EY US CEO Survey finds these leaders determined to stay
ahead of these head winds.

Consider where we were a year ago when we last surveyed US chief executives. In the early
waves of the pandemic, corporates went digital under duress, seeking new channels and
technologies to reach their customers amid an uncertain 2020 geopolitical picture.

Now, as we approach the two-year mark of the pandemic, businesses have learned

to function within a COVID-19 driven ecosystem, and digital has gone from pandemic
necessity to business priority. In the wake of rising inflation, 96% of surveyed US CEOs say
cost reduction is a key driver of value. And a growing emphasis on environmental, social
and governance (ESG) measures is likely compelling companies to consider longer-term
sustainability plans.

ESG joins digital on the radar

Our survey provides ample evidence that CEOs are not only addressing urgent needs but
also making the case for longer-term investment. Much the way they had to get past short-
term thinking to make necessary digital investments, ESG is now moving closer to the center
of the radar.

A majority of US chief executives (84%) see ESG as

a value driver to their business over the next few

years, and virtually all have developed a sustainability
strategy. US companies are beginning to follow the
example set by the EU, where ESG reporting is further
along and investors have come to see that improved
government and community relations can accrue to the
bottom line. US companies are improving — their “green
bond" issuance leapt 72% in 2021, according to data
provider Refinitiv — but they will need to pick up the
pace: globally, green bond issuance more than doubled
(up 102%).

Geopolitical &
Tafent ®
Government requlation e

ESG/sustainability e
Supply chain'®
Digitale

1 | CEO Imperative Series | US report



Encouragingly, the majority of US CEO respondents (73%) have adopted ESG for
strategic reasons — such as competitive advantage and lower cost of capital — rather
than pressure from regulators. This is notable, because when we last asked US C

suites about climate change-related impact (in April 2019), only 43% saw ESG as a
critical long-term value driver. Now, several sectors are citing ESG as one of their top
value drivers, among them consumer products (85%), life sciences (85%) and financial
services (84%). ESG even crops up in our responses on deal motivations. A quarter of
US CEOs cite strengthening their ESG ranking or their sustainable footprint as the top
impetus for M&A, above such perennial incentives as growing market share or acquiring
technology and talent.

Speaking of which, the perpetual “war for talent” appears to be trumped by
sustainability throughout our survey. When asked about critical risks to future growth
strateqgy, the acceleration of climate change impacts was cited twice as much as talent
scarcity and cost. A similar picture emerges in terms of capital strategy: planned
investment in sustainability polls at roughly double the rate of investment in talent
attraction and retention. Contrary to some 2021 headlines, these survey responses
suggest corporate leaders perceive the “Great Resignation” as largely baked into
corporate growth expectations, even if the war for talent has not entirely subsided as a
market force.

Frothy M&A market expected to continue

As for our prime indicator of dealmaking intention, 60% of US CEOs note that they are
actively pursuing M&A in the next 12 months. That's up considerably from the 47%
planning deals a year ago, but a bit lower than the currently torrid M&A market might
suggest. We are bullish about the outlook for dealmaking, as we expect costs of capital
to remain low, and numerous parts of the economy to remain ripe for digitization. As
for our survey respondents, nearly three-quarters expect an increase in competitive
bidding in the next 12 months — the bulk of it in the megadeal space, where 80% expect
the number of USS$10 billion-plus deals to grow.

As always, the bigger the deal, the greater the stakes to get it right, in terms of both
valuation and execution. CEOs know this well: of those who canceled a deal in the past
year, a large plurality (42%) say it was due to valuation issues. And deals are getting
more costly: the average adjusted deal multiple in 2021 is 15.2 times EBIDTA (earnings
before interest, taxes, depreciation and amortization), up from 12.4 times in 2020.

CEOs reset risk radar to growth strategy

The very nature of a CEQ’s job means balancing near-term imperatives — talent, supply
chains, geopolitics — with long-term endeavors such as digital strategy or ESG. The
catch is that planning for the long haul demands investment right now, including M&A,
which can accelerate growth and take out risk.

This is what CEOs signed up for. When we asked about the contours of their job, they
saw themselves as strategic arbiters — determining strategic direction to fuel growth,
enhance performance and protect value — far more than as ringmasters managing their
executive leadership team. Whether the concern is building a sustainable business or
contributing to a more sustainable world, the CEQO's radar is a very wide screen indeed.

believe environmental,
social and governance (ESG)
investment is a key strategic
value driver

plan to leverage digital
platforms to increase
customer interactions, in
a bid to protect or improve
profit margins

say the growing focus on
ESG is a challenge to and
opportunity for the changing
role of the CEO

expect the volume of
megadeals to increase over
the next year

say their planned M&A
activity will be undertaken
to strengthen their ESG
capabilities/sustainable
footprint
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About the survey

The EY 2022 CEO Outlook Survey is the benchmark of CEOs' sentiment on
global challenges, growth and sustainability strategy, portfolio optimization
and M&A. It aims to provide valuable insights on the main trends and
developments impacting the world’s leading companies as well as business
leaders’ expectations for future growth and long-term value creation. It is a
regular survey of senior executives from large companies around the world,
conducted by Thought Leadership Consulting, a Euromoney Institutional
Investor company. The panel comprises select EY clients across the globe and
contacts and reqular Thought Leadership Consulting contributors.

Between November and December 2021, Thought Leadership Consulting
surveyed on behalf of the global EY organization a panel of more than 2,000
CEOs in 53 countries and across 14 sectors. Respondents represented the
following sectors: financial services, telecoms, consumer products and retail,
technology, media and entertainment, life sciences, hospital and health care
providers, automotive and transportation, oil and gas, power and utilities,
mining and metals, advanced manufacturing, and real estate, hospitality

and construction.

» Surveyed companies’ annual global revenues were as follows: less than
USS$500m (20%), USS500m- US$999.9m (22%),
USS$S1b-US$4.9b (31%) and greater than USS5b (28%).

» Organization’s global headcounts were as follows: less than 999 (9%),
1-000 - 4,999 (39%), 5,000-9,999 (15%), more than 10,000 (37%).

» The CEO Imperative series provides critical answers and actions to help
CEOs reframe their organization’s future. For more insights in this series
visit ey.com/en_gl/ceo.

EY | Building a better working world

EY exists to build a better working world, helping create long-term value for clients, people and society and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in over 150 countries provide trust through assurance and help clients grow, transform
and operate.

Working across assurance, consulting, law, strategy, tax and transactions, EY teams ask better questions to find new answers for the complex
issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company limited by guarantee, does not provide services to clients. Information about
how EY collects and uses personal data and a description of the rights individuals have under data protection legislation are available via ey.com/
privacy. EY member firms do not practice law where prohibited by local laws. For more information about our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of Ernst & Young Global Limited operating in the US.

About EY Strategy and Transactions

EY Strategy and Transactions teams work with clients to navigate complexity by helping them to reimagine their ecosystems, reshape their
portfolios and reinvent themselves for a better future. With global connectivity and scale, EY Strategy and Transactions teams help clients
drive corporate, capital, transaction and turnaround strategies through to execution, supporting fast-track value creation in all types of market
environments. EY Strategy and Transactions teams help support the flow of capital across borders and help bring new products and innovation
to market. In doing so, EY Strategy and Transactions teams help clients to build a better working world by fostering long-term value. For more
information, please visit ey.com/strategyandtransactions.
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