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CFO SURVEY: TECH INDUSTRY LEAST OPTIMISTIC ABOUT ECONOMY 

AND COMPANY RECOVERY  

______________________

3Q Tech Outlook: Profits Modestly Up, Capital Spending Down, 

Inventory To Increase 

DURHAM, N.C. and MORRISTOWN, N.J., June 24, 2002 -- Chief Financial Officers of technology companies are less optimistic about their companies’ financial prospects and the economy than CFOs from other industries, and over a third say their companies are not at all recovered from the recession.   Tech CFOs do, however, expect modest earnings growth in the third quarter, and their companies plan to increase inventory.  Their capital spending will be down.  

These are findings about the technology industry from the quarterly “CFO Outlook Survey” conducted this month by Financial Executives International (FEI) and Duke University’s Fuqua School of Business.   Twelve percent (43) of the 358 companies that participated in the survey were in the technology industry.  

Regarding their optimism about their companies’ financial prospects, one-third (33%) of technology company CFOs are more optimistic than last quarter, but an almost equal number (30%) are less optimistic.  In terms of their optimism about the US economy, only one-quarter (26%) were more optimistic and 40% were less so.  Technology CFOs had the lowest "more optimistic" and the highest "less optimistic" percentages across all industries.  

Asked about their companies’ current state of recovery from the recession, 37% said they were “not at all recovered,” the highest percentage of any industry group, and only 2.3% 
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said they were completely recovered.  Twenty-three percent are “beginning” their recovery; another 23% are “moderately” recovered; 7% are “well on the way to recovery”; and 7% “never slowed down.”

“The technology industry is in a lot of pain,” said Dr. John Graham, Professor of Finance at Fuqua and director of the survey.   “While we’re seeing some glimmers of a pickup, tech CFOs have let us know that they’re not envisioning a speedy recovery.” 

Earnings

Technology company CFOs say that their companies’ third quarter earnings will be higher than the second quarter’s, with the increase averaging 4.9%.  This is in the low range of earnings expectations   The revenue-weighted average increase expected across all companies is 14.4%. 

Spending, Inventory, Pricing, Employment

Technology companies expect a capital spending decrease in the next quarter of .75%.  This compares to a revenue-weighted average increase of .3% among all companies.  Ninety-three percent of technology companies say they are spending cautiously or holding off on all or nearly all capital investments.  Only 7% are spending at a normal rate.  

In terms of technology spending next quarter, the average increase among all companies is expected to be a modest 1.9%.  Tech companies, tracking the larger group, expect to increase their tech spending by 1.6%.

Despite capital spending restraint, technology companies expect to increase their inventory by 2.9% next quarter.  Technology was the only industry planning an increase; in fact, across the board, inventory is expected to decrease by 1% next quarter.  Tech companies also expect to raise the prices of their products 2.6%, on average, the highest of any industry. Tech companies expect employment to fall .6%.  When hiring, perhaps not surprisingly, 70% say it is not difficult to find qualified workers.   

About the Survey

The CFO Outlook Survey, conducted by Financial Executives International and Duke University’s Fuqua School of Business, surveyed CFOs of U.S. companies during the second week of June via an Internet-based poll.   Almost 360 CFOs from both public and 
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private companies responded from a broad range of industries, geographic areas and revenues.  Among the industries represented are retail/wholesale, mining/construction, 

manufacturing, transportation/energy, communications/media, technology, banking/finance/insurance, and services/consulting.  Revenue-weighted or employee- weighted numbers were provided for the averages for the entire group.  Straight means were used for the technology numbers.   FEI and Fuqua have conducted surveys gauging the country’s economic outlook from the perspective of corporate CFOs for the past six years.  Detailed results of this survey, including industry breakdowns, as well as other “CFO Outlook” surveys are available at http://www.duke.edu/~jgraham/fei.html or http://www.duke.edu/~jgraham
Financial Executives International (FEI) is the leading advocate for the views of corporate financial management.  Its 15,000 members hold policy-making positions as chief financial officers, treasurers, and controllers.  FEI enhances member professional development through peer networking, career planning services, conferences, publications, and special reports and research.  Members participate in the activities of 86 chapters, 75 of which are in the United States and 11 in Canada.  For more information about FEI, visit www.fei.org.

The Fuqua School of Business at Duke University was founded in 1970.  Fuqua’s mission is to educate thoughtful business leaders worldwide and to promote the advancement of business management through research.  For more information, visit www.fuqua.duke.edu.
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