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Quarterly highlights

PricewaterhouseCoopers commissioned independent
research firm BSI Global Research Inc. to interview 262 chief
executive officers of leading privately held businesses in the
United States in the fourth quarter of 2009 about their current
business performance, the state of the economy, and their
expectations for business growth over the next 12 months.
We then compared their outlook with the prior quarter's
results to see how the outlook has changed.

Key findings:

+ Optimism prevails. Looking at the next 12 months, 45
percent are optimistic about prospects for the US economy,
up 2 points from the prior quarter. Only 15 percent are
pessimistic, down 2 points. A similar pattern surfaced for
the world economy among international marketers: 47
percent are optimistic, and only 14 percent are pessimistic.

* Revenue projections improve. Respondents' 12-month
revenue growth forecasts have turned more positive.
Seventy-one percent forecast positive revenue growth for
their own companies over the next 12 months, with 38
percent anticipating double-digit growth and 33 percent

single-digit growth. Only 11 percent expect negative growth.

Average revenue growth is forecast at 8.5 percent, up
nearly 1.5 points from the prior quarter.

* International marketers pick up pace. Respondents with
a global reach forecast a strong 18 percent contribution of
international sales to total revenue for 2010, consistent with
third-quarter projections. This group expects to grow own-
company revenue 20 percent faster than their domestic-
only peers. International marketers project 9.4 percent
average revenue growth for the year ahead. In contrast,
their domestic-only peers predict 7.8 percent growth within
the same timeframe. In fourth quarter 2009, international
sales showed a net increase among panelists selling
abroad: 29 percent increased, and 22 percent decreased.

* Help wanted once again. Forty-seven percent of leading
private businesses plan to add employees to their
workforces within the year, and only 8 percent plan to lay
off workers. Although few companies plan to shed workers,
the net hiring forecast is slightly down from the prior quarter
due to the total number of workers companies plan to add.

» Spending picks up. In the fourth quarter, 29 percent of
panelists were planning major new investments of capital
over the next 12 months. Prospective investment levels
among these private businesses have climbed to an
average 9.4 percent of sales from 7.4 percent a year ago.
Increased operational spending is planned by 62 percent of
panelists, up 5 points from the prior quarter. The number of
respondents planning to spend on information technology
(IT) rose 9 points to 28 percent, followed by new product or
service introductions, up 1 point to 27 percent. Looking at
business initiatives for the year, plans for strategic alliances
climbed 8 points to 29 percent.

Trendsetter Barometer: Business outlook report
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» Several concerns on the rise. Lack of demand remains
the chief barrier to growth over the next 12 months, with 79
percent of respondents citing it as a concern. However, the
number uncertain about legislative/regulatory pressures
rose 7 points to 50 percent, and the number concerned
about increased taxation jumped 9 points to 44 percent.
The fourth critical barrier, which has been a consistent
issue over the past five quarters, is profitability/decreasing
margins, cited by 45 percent.

Chart 1.1 International marketers remain ahead of their
domestic-only peers

International Domestic-
marketers only peers

Business outlook, next 12 months (n=121) (n=141)
Optimistic about US economy 45% 45%
Optimistic about world economy 47% 38%
Revenue growth rate 9.4% 7.8%
International sales (% of total) 18% -
Planning major capital investments 34% 25%
Planning expansion to new 28% 1%
markets abroad
Plans to increase spending (net) 70% 55%
« New products/services 32% 22%
+ Information technology 29% 27%
 Sales promotion 24% 19%
- R&D 17% 9%
Prior quarter’s performance
« Increased gross margins (net) +7% -5%
+ Increased costs (net) +3% 7%
« Increased prices (net) +4% -13%

Note: International marketers have average revenue of
$307 million; their domestic-only peers have average
revenue of $143.9 million.

A quarter-by-quarter comparison of the key indicators
shows the business outlook for the next 12 months and
how the views of the panel have changed (see Chart
1.2).

The pages that follow provide a detailed look at each
question for the previous five quarterly surveys.



Key indicators for the business outlook

Chart 1.2 Key indicators for the business outlook

A quarter-over-quarter comparison of the key indicators shows how the 12-month outlook has changed. The change column
indicates the movement of opinion from the third quarter to the fourth quarter of 2009.

Business outlook, next 12 months 2008 2009 Change Page
4Q°08 1Q°09 | 2Q’09 | 3Q’09 | 4Q'09 | 3Q-4Q’09
Optimistic about US economy 12% 19% 34% 43% 45% =
Optimistic about world economy 10% 15% 30% 49% 47% =
Expect positive revenue growth 57% 51% 57% 68% 71% ) 21
Average growth rate expected 5.2% 3.4% 5.2% 71% 8.5% N 21
Planning major new investments 29% 24% 28% 29% 29% = 25
New investments as a % of sales 7.4% 7.2% 7.1% 8.9% 9.4% A 25
Planning to hire 35% 31% 34% 42% 47% N 23
New workers as a % of workforce (net) +1.7% +1.1% +1.4% | +2.5% +1.7% Vv 23
Expected barriers to growth
e Lack of demand 84% 86% 81% 77% 79% = 27
* Legislative/ regulatory pressures 35% 38% 43% 43% 50% A 27
« Profitability/ decreasing margins 44% 44% 42% 43% 45% = 27
* Increased taxation 28% 37% 41% 35% 44% N 27
* Lack of capital for investment 27% 28% 26% 27% 28% = 27
» Qil/ energy prices 22% 16% 18% 22% 21% = 27
* Higher interest rates 17% 16% 19% 16% 20% A 27
+ Strength of the US dollar 20% 19% 13% 13% 18% N 27
* Pressure for increased wages 14% 7% 7% 12% 15% A 27
« Competition from foreign markets 1% 9% 8% 13% 13% = 27
* Lack of qualified workers 19% 13% 10% 12% 13% = 27
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Economic views

View of the US economy, this quarter

Which best describes your view of the US economy Chart 2.1 View of the US economy, this quarter
this quarter?

In fourth quarter 2009, 30 percent of chief executive All respondents

officers from America’s leading private companies 100%

1 2 BB ;
surveyed said they believe the US economy is growing, 4 W Growing
up 8 points from the third quarter. The number of those 2 30 W Unchanged
who think the US economy is declining dropped 4 points 80% = Declining
to 26 percent, and 44 percent feel it is neither growing
nor declining. For the first time in more than a year,
slightly more believe the US economy is growing than 60%
declining.

40%
20%
0%

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Product companies Service companies
0ot 2 p—2 BB W Growing 0% mramy Y B B Growing
2 24 B Unchanged 21 M Unchanged
21 30 o 23 31 .
80% I Declining 80% [ Declining
60% 60%
39
43 - 43

40% 40%
20% 20%

0% 0%

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09 4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Economic views

View of the US economy, next 12 months

Looking ahead at the next 12 months, how do you feel
about the prospects for the US economy?

The percentage of panelists who are optimistic about the
US economy over the next 12 months rose 2 points to 45
percent. The number who expressed pessimism dipped

2 points to 15 percent. In line with the prior quarter, 40

percent are uncertain.

Product companies
100%
10

15
29
80%
37
43
60%
41
40%
53
20% 42
30

0%

4Q'08 1Q'09 2Q'09

M Optimistic
M Uncertain
38 44 Pessimistic
44
41
18 15

3Q'09 4Q'09

Chart 2.2 View of the US economy, next 12 months

All respondents
100%

12
19
80%
34
60% 40
40%
54
20% 41

0%
4Q'08 1Q'09

Service companies
100%

24

80%

60% 36

40%

55
20% 40

0%
4Q'08 1Q'09

27

2Q'09

24

2Q'09

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Economic views

View of the world economy, this quarter

Which best describes your view of the world
economy this quarter? (international marketers only)

In fourth quarter 2009, 36 percent of chief executive
officers marketing abroad viewed the world economy as
growing, a 13-point rise from the previous quarter.
Twenty-two percent viewed the world economy as
declining (down 15 points), and 42 percent viewed it as
unchanged.

Product companies
100%

S0 1 8
4 17
80% - 37
37
60%
40% 4“1
20%
0%

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

M Growing
B Unchanged
" Declining

Chart 2.3 View of the world economy, this quarter

All respondents
100%

0 1 K B Growing

4 4 23 M Unchanged
80% 19 36 = Declining
60% 40

42

40%
20%
0%

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Service companies
100%

w0 0 W Growing
3 4 N
B Unchanged
31 L
80% 4 7 Declining

60%

42
40%

20%

0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Note: In 4Q 2009 All international marketers, n=121, Product companies, n=74, Service companies, n=47

Trendsetter Barometer: Business outlook report
PricewaterhouseCoopers



Economic views

View of the world economy, next 12 months

Looking ahead at the next 12 months, how do
you feel about the prospects for the world economy?
(international marketers only)

Of international marketers surveyed, 47 percent
expressed optimism in the fourth quarter about the world
economy’s prospects over the next 12 months, similar to
the prior quarter's 49 percent. The number who
expressed pessimism remained low in the fourth quarter,
at 14 percent, and 39 percent were uncertain.

Product companies
100%

6 M Optimistic
21 M Uncertain
P Pessimistic
80%  [ON 39 45
60%
48
40% 44
39
62
20% 43
31
17 16

0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Chart 2.4 View of the world economy, next 12 months

All respondents
100%

H Optimistic
15 B Uncertain
30 o
80% Pessimistic
49 47
60% 48
41
40%
39
59 38
20% 37
29
13 14
0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
Service companies
100% M Optimistic
19 M Uncertain
80% 41 Pessimistic
51
60%
52
40% 34
38
54
20%
29 25
8 11

0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Note: In 4Q 2009 All international marketers, n=121, Product companies, n=74, Service companies, n=47
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Company performance

Company revenue growth, calendar year

What is your company’s estimated revenue growth rate

for the calendar year?

Overall, the composite average own-company growth
estimate for 2009 sank in the fourth quarter to minus 1.8
percent. Of executive officers interviewed, 37 percent
reported positive revenue growth through 2009, with 19
percent projecting double-digit growth and 18 percent
single-digit growth. However, 41 percent reported
negative revenue growth, and 18 percent had zero

growth.

Product companies
100%

14 9
7
80% Y
20
25
60%
29
40% | 24
20%
26 £
0% 2 2
4Q'08  1Q'09

Mean 4.0% -0.8

50

2Q'09
-7.0%

1

21

16

44

5

3Q'09

-3.9%

15

18

44

4Q'09

-2.6%

4

W 20% or greater
W Between 10-20%
M Between 0-10%

Not reported

Chart 3.1 Company revenue growth, calendar year

All respondents
100%

80%

60%
25
40%
20
20% 30
21
0% 2 2
4Q'08  1Q'09
Mean 6.0% 0.7%

Service companies

100%
8

16
18
80%
16
60% 26
34
40% 21
16
20%
25
16
0% 2 2
4Q'08  1Q'09
Mean 8.3% 2.4%

42

3

2Q'09
-3.1%

13

22

18

33

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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2

41

4Q'09
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22

19
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4Q'09

4

-0.6%
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W Between 10-20%
W Between 0-10%

Zero
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Not reported

W 20% or greater
W Between 10-20%
W Between 0-10%

Zero
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Company performance

Industry growth, calendar year

What is your industry’s estimated growth rate for the

calendar year?

Industry sector growth projections for 2009 remained
low, at an average minus 5.3 percent in the fourth
quarter. A year ago, the average projection was minus

2.4 percent.

Product companies

100% 1 g2 0 0 4
21 13 18
22 gl B

80%

60% | 30 25
40% -
49
37 e 45
20%
9 9
o O 5 5
4Q'08  1Q'09  2Q'09  3Q'09  4Q'09
Mean-4.1% -5.8% -9.2% -8.6% -6.2%

W 20% or greater
H Between 10-20%
M Between 0-10%
Zero
Negative
Not reported

Chart 3.2 Industry growth, calendar year

All respondents

100% 1 2
4
80% [N 2
60% 23
28
40%
43
29
20%
9 7
0%
4Q'08  1Q'09
Mean-2.4% -5.1%

Service companies

100% 1
9

80%

60%

26
40%
20% 21 36
10
0% 4
4Q'08  1Q'09
Mean-0.5% -4.3%

1 1
2 2
19
I
25
23

45

8

2Q'09

-6.7%

38

10

2Q'09

-3.7%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Company performance

International sales

Are international sales up, down, or the same compared
with three months ago?

In the fourth quarter, 29 percent of international
marketers increased sales abroad, down 3 points from
the prior quarter but similar to a year ago. Twenty-two
percent reported fewer sales, and 49 percent reported no
change.

Product companies
100%

HUp
5 5 19 - o8 M Same
80% Down
60%
54
46
54 42 44

40%

20%

29 2
21 27 26 8

0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Chart 3.3 International sales

All respondents
100%

80%
60%
40%

20%
16 22 21 20
0%

4Q'08 1Q'09 2Q'09 3Q'09

Service companies
100%

2N .
80% 37
60%
65
40% & 55
54
20%
9 12 14 12

0%
4Q'08 1Q'09 2Q'09 3Q'09

Note: In 4Q 2009 All international marketers, n=121, Product companies, n=74, Service companies, n=47
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Company performance

Changes in gross margins

Are gross margins up, down, or the same compared with Chart 3.4 Changes in gross margins
three months ago?
Gross margins remained fairly tight in the fourth quarter, All respondents
as 24 percent reported higher margins and 23 percent 100% mUp
re_port_ed lower margins, for a n_et of plus 1 percent, a 16 21 22 o o4 m Same
slight improvement over the prior quarter.
80% Down
60%
52 43 44
) 53
40%
20%
32 36 34
27 23
0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
Net -16% -15% -12% -4% +1%
Product companies Service companies
100% = Up 100% = Up
27 25 24 26 H Same i e 21 H Same
80% Down 80% Down
60% 60% 43
39 44 48 - 53
55
40% 40%
20% 20% 39 39
35 34 31 o 29 )
19
0% 0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09 4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
Net -20% -7% -6% A% 7% Net -12% -25% -21% -5% -9%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Company performance

Changes in costs and prices

Are costs up, down, or the same compared with Chart 3.5 Changes in costs and prices

three months ago? Prices?

Similar to the prior three quarters, costs and prices
stayed low in the fourth quarter. Costs increased for 16

All respondents

Costs 100% 26 / 16 mUp
percent of those surveyed and decreased for 19 percent, o 28
for a net of minus 3 percent. Prices were also low, with 60% L 57 - W Same
only 12 percent raising prices and 18 percent lowering e o3 Down
them, for a net of minus 6 percent. 20 8 30 32 29 o
0%
Net +9% -4% -17% -15% -3%
Prices 100% S mUp
80%
00 W Same
. 71 63 70
40% Down
n N7 24 22 25 18
0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
Net -5% -11% -13% -18% -6%
Product companies Service companies
Costs 100% 18 mUp Costs  100% 23 19 / mUp
80% 80%
0% 52 55 W Same 0% o - W Same
40% o Down e 60 Down
20% 42 20%
21 32 Ty 17 177 21 25 q9
0% 0%
Net +11% -22% -26% -19% -1% Net +6% +16% -8% -11% -6%
Prices 100% 7 15 0 S 16 mUp Prices 100% 0 0 mUp
80% 80%
B Same W Same
60% 56 62 60% 77 71 73 71
40% 69 Down 40% Down
20%  §08 29 29 29 - 20% 18 21 22
0% 0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09 4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
Net -6% -14% -12% -20% +1% Net -3% -7% -14% -15% -15%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Company performance

Finished inventories as a percent of sales

Are finished inventories as a percent of sales up,
down, or the same compared with three months ago?
(product companies only)

Overall, finished inventories were up for 17 percent of
product companies in the fourth quarter and down for 40
percent, for a net minus 23 percent with lower
inventories. This is similar to the prior quarter.

Chart 3.6 Finished inventories as a percent of sales

Product companies
100%

H Up
25 8 17 1 B Same
80% & Down
9 42 43
60% 40 31
43
40%
20% 35 41 41 40
23

0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Net +11% -10% -13% -24% -23%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Company performance

Level of operating capacity

What is your organization’s current operating capacity?

Operating capacity is an estimate of the current level of
permanent staffing compared with what is needed for
full-capacity output. In the fourth quarter, the average
level of operating capacity for respondents was an
estimated 77.4 percent, slightly below last quarter’'s 78.4
percent. Thirty-five percent reported near full capacity,
down 4 points from the previous quarter.

31 30
39

46 o
42

Product companies
100% M Near full

M About 3/4 capacity
80% [N 43 About 1/2 capacity

Not reported

60%

40% ) 34

20%

24
16 23

0% 1 0 0 0 2
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Mean 79.1% 78.1% 78.4% 75.8% 75.8%

Chart 3.7 Level of operating capacity

All respondents
100%

H Near full
H About 3/4 capacity
s0%  [OW 42 42 39 35 About 1/2 capacity
Not reported
60%
41
40% o 38 42 41
20%
13 20 g5 20 2
0% 2 0 0 0 1
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
Mean 81.5% 78.6% 79.5% 78.4% 77.4%
Service companies
100% W Near full
M About 3/4 capacity
80% About 1/2 capacity
Not reported

60%
40%
20%

48 42 45 48 42
37
43
40 42 85)
9 15 13 16 20
3 0 0 1

4Q'08
Mean 84.1%

0% 1

1Q'09
79.1%

2Q'09
80.8%

3Q'09
81.5%

4Q'09
79.7%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Company performance

New bank loans, credit terms and financing

In the past three months, has your organization initiated
any new bank loans, longer credit terms from your
suppliers, or other types of financing? What is the current
interest rate you are paying for your bank financing?

Chart 3.8 New bank loans, credit terms and financing

All respondents

18

In the fourth quarter, only 10 percent of panelists 4Q 1@ 2@ 3Q  4Q
reported financing activity, chiefly bank loans (5 percent). 08 09 09 09 09
New bank_loans are notaply lower than a year ago, bu_t Any activity 16% 14% 10% 9%  10%
the mean interest rate paid on loans by these companies . . . . .
is 4.38 percent, 50 basis points higher than a year ago, * Newbank loans 12%  10% 9% 7% 5%
when it was 3.88 percent. + New credit terms 4% 4% 2% 2% 4%
(suppliers)
- All other new financing 5% 3% 1% 2% 2%
+ Mean interest rate 3.88% 3.84% 3.96% 4.10% 4.38%
(all bank loans)

Product companies Service companies

4Q 1Q 2Q 3Q 4Q 4Q 1Q 2Q 3Q 4Q

'08 '09 '09 '09 '09 '08 '09 '09 '09 '09
Any activity 18% 16% 1% 7% 10% Any activity 14% 1% 9% 1% 10%
- New bank loans 13% 12% 9% 6% 5% + New bank loans 10% 9% 8% 8% 7%
« New credit terms 6% 5% 2% 2% 5% * New credit terms 3% 3% 1% 3% 4%

(suppliers) (suppliers)
+ All other new financing 7% 4% 2% 1% 1% - Allothernewfinancing 3% 1% - 2% 2%
- Mean interest rate 3.81% 3.86% 3.80% 3.86% 4.23% ° Meaninterest rate 3.97% 3.82% 4.13% 4.37% 4.60%
(a” bank Ioans) (aII bank |OanS)

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Company performance

Change in credit availability

How has credit availability changed in the past three
months for your organization? (based on current banking

relationships)

Credit availability showed a slightly negative change in
the fourth quarter, with only 4 percent increasing their
credit lines (down 4 points) and 10 percent reporting a

decrease (up 3 points).

Product companies
100%

4Q'08 1Q'09

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Chart 3.9 Change in credit availability
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next 12 months




Business outlook, next 12 months

Revenue growth, next 12 months

What is your organization’s estimated revenue growth Chart 4.1 Revenue growth, next 12 months
rate for the next 12 months?
Respondents projected a moderately high average All respondents
revenue grc_)wth rate for their companies over the next 12 100% 7 » W 20% or greater
months, rising from 7.1 percent in the prior quarter to 8.5 18 B Betw 10-20%
percent. Seventy-one percent plan positive own- ) 17 16 etween 10-20%
company growth, with 38 percent projecting double-digit S0 20 W Between 0-10%
revenue growth and 33 percent single-digit growth. Only Zero
11 percent expect negative growth over the next 12 60% 26 30 Negative
months, and 13 percent expect zero growth.
33 Not reported
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25 21
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0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Mean 52% 3.4% 52% 71% 8.5%
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80% W Between 0-10% 0% 22 = Between 0-10%
23
27 o 19 Zero Zero
60% 28 Negative 60% o Negative
Not reported Not reported
35 39
40% |31 27 21 40%
18 21
20% 17 i 20% |17 AL 16
17 20 14 14
12 6 2 10
12 8
8 8 8 8
0% ! B B 0% 3 4
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09 4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
Mean 2.5% 3.1% 25% 54% 8.3% Mean 8.0% 3.9% 82% 9.1% 8.8%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Business outlook, next 12 months

International sales, next 12 months

What percent of your business’s total revenue over the
next 12 months do you expect to be derived from
international sales? (international marketers only)

Of panelists selling abroad, the average contribution of
international sales to total revenue over the next 12
months is projected at 18 percent, same as the third
quarter and 2 points below a year ago.

Product companies

20%

22
10% 20 21
0%

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Chart 4.2 International sales, next 12 months

All respondents
20%
10% [V
18 18
16 15
0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Service companies

20%

10%
L 16
14 13 14
0%

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Note: In 4Q 2009 All international marketers, n=121, Product companies, n=74, Service companies, n=47
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Business outlook, next 12 months

Percent planning to hire

Do you plan to add or reduce the number of full-time Chart 4.3 Percent planning to hire
equivalent employees over the next 12 months? If so,

? i ?
how many? Do you plan to increase hourly wages” Al respondents

Looking ahead, 47 percent of panelists plan to add 100%
employees to their workforces over the next 12 months,
up 5 points from the prior quarter’s 42 percent and well B 35 31
above last year’s 35 percent. Eight percent plan to a0
reduce workers, and 45 percent will stay about the same.
48 59
17 10

An overall increase of 1.7 percent is planned for the 60%

panel’s composite workforce, down from 2.5 percent last
quarter, but the same as a year ago. 40%

20%

W Add

B Same
42 47 Reduce
48 45
10 8

4Q'08  1Q'09  2Q'09  3Q'09  4Q'09
Net hiring +1.7% +1.1% +1.4% +2.5% +1.7%

e e i wanss 2.27% 1.36% 1.46% 1.69% 1.77%

€

0%

Product companies Service companies
100% B Add 100% B Add
21 24 26 25 W Same M Same
% % 40
oo 39 Reduce oo 43 51 Reduce
59
60% 60%
56
62
40% e 49 40%
= 54 MMl 51
45
20% 20% =
23
14 12 16 4 10 6 6 4 3

0% 0%

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09 4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Net hiring -0.7% +0.7% +0.6% +2.2% +1.5% Nethiing +5.6% +2.2% +2.0% +2.7% +1.9%
M ted i
increase, hourly wages 1-93% 1.38% 1.51% 1.63% 1.80% e e i wanss 2.62% 1.34% 1.41% 1.76% 1.73%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Business outlook, next 12 months

Percent planning to hire by type of employee

What types of employees do you plan to add or reduce
over the next 12 months?

Over the next 12 months, chief executive officers
surveyed will be looking primarily for

Chart 4.4 Percent planning to hire by type of employee

All respondents

professionals/technicians, and interest is up slightly in 4Q 1@ 2@ 3@  4Q

sales/marketing executives. 08 09 09 09 09
Planning to hire (net) 35% 31% 34% 42% 47%
- Professionals/technicians 22% 17% 18% 27% 29%
- Sales/marketing 8% 8% 10% 15% 17%
« White collar support 7% 6% % 1% 1%
+ Production workers 6% 6% % 1% 1%
- Skilled labor 7% 5% 5% 9% 5%

Product companies Service companies

4Q 1Q 2Q 3Q 4Q 4Q 1Q 2Q 3Q 4Q
'08 ‘09  '09 '09  '09 '08 '09 '09 ‘09 '09

Planning to hire (net) 21% 24% 26% 35% 39% Planning to hire (net) 51% 40% 43% 51% 59%

+ Professionals/technicians 8% 10% 10% 17% 21% « Professionals/technicians 37% 25% 28% 38% 41%

 Sales/marketing 6% 7% 9% 16% 14% + Sales/marketing 9% 9% 12% 14% 23%

- White collar support 3% 5% 7% 12% 8% « White collar support 11% 6% 8% 9%  15%

+ Production workers 9% 9% 10% 14% 15% « Production workers 3% 2% 4% 8% 4%

- Skilled labor 4% 5% 7% 1% 6% « Skilled labor 11% 5% 3% 8% 5%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Business outlook, next 12 months

Percent planning major new investments of capital

Are you actively planning any major new investments Chart 4.5 Percent planning major new investments of capital
of capital over the next 12 months? If so, what percent

' ?
of total sales do you expect to invest” All respondents

Over the next 12 months, 29 percent of those surveyed 60%
are planning for major new investments of capital for

business growth — same as the third quarter and last 50%
year. However, the mean investment rose from 8.9

percent of sales in the previous quarter to 9.4 percent in 40%
the fourth quarter.

30%

20%

29 28 29 29

10% 24

0%
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Meanipvestmentasa 7 4% 7.2% 7.1% 89% 9.4%

Product companies Service companies

60%
60%

50%
50%

40%
40%

30% 30%

20% 20%
35 k] 33 30
o5 [ 28 ) 26
10% 23 23 24 10%
0% o

4Q'08 1Q'09 2Q'09 3Q'09 4Q'09
4Q'08 1Q'09 2Q'09 3Q'09 4Q'09

Mean investment as a Mean investment as a
% of total sales 58% 6.7% 8.3% 82% 11.4% % of total sales 86% 7.6% 62% 94% 6.8%

Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Business outlook, next 12 months

Percent planning to increase operational spending

Over the next 12 months, where do you expect

to increase spending?

In the fourth quarter, 62 percent of panelists were
planning to increase operational spending over the next

Chart 4.6 Percent planning to increase operational spending

All respondents

. . 4Q 1Q 2Q 3Q 4Q
12 months, up from 57 percent in the previous quarter '08 '09 '09 '09 '09
.and 55 percent a year.ago. Quarter over quarter, notable Percent planning to increase 55% 51% 55% 57% 62%
increases were found in the number of respondents spending (net)
planning to spend on IT and marketing and sales i tion technol 21%  19% 18% 19% 28%
promotions. ¢ Information technoliogy (o (] (o (] (v
+ New product or service 24% 20% 27% 26% 27%
introduction
+ Marketing & sales 21% 18% 17% 16% 21%
promotion
+ Advertising 1% 12% 1% 14% 16%
« Geographic expansion 15% 10% 17% 14% 16%
+ Facilities expansion 15% 1% 13% 15% 15%
+ Research and development 9%  10% 9% 12% 13%
+ Business acquisition 17% 13% 16% 15% 12%
+ Internet commerce 4% 5% 3% 4% 6%
Product companies Service companies
4Q 1Q 2Q 3Q 4Q 4Q 1Q 2Q 3Q 4Q
'08 '09 '09 '09 '09 '08 '09 '09 '09 '09
Percent planning to increase 48% 47% 49% 55% 28% Percent planning to increase 62% 55% 61% 58% 68%
spending (net) spending (net)
+ Information technology 15% 21% 18% 18% 21% + Information technology 28% 17% 19% 21% 38%
« New product or service 21% 20% 25% 24% 24% « New product or service 28% 20% 29% 28% 31%
introduction introduction
» Marketing & sales 20% 16% 19% 16% 22% + Marketing & sales 22% 21% 15% 17% 21%
promotion promotion
+ Advertising 12% 13% 12% 14% 17% + Advertising 10% 1% 9% 13% 15%
» Geographic expansion 8% 9% 12% 14% 14% + Geographic expansion 22% 1% 24% 13% 18%
- Facilities expansion 14% 11% 13% 15% 14% « Facilities expansion 16% 1% 13% 16% 17%
+ Research and development 6% 10% 9% 14% 12% + Research and development 1% 1% 10% 10% 14%
- Business acquisition 12% 10% 12% 12% 13% + Business acquisition 22% 17% 20% 18% 10%
+ Internet commerce 3% 7% 4% 4% T% + Internet commerce 4% 2% 1% 3% 4%
Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Business outlook, next 12 months

Expected barriers to business growth

Over the next 12 months, will any of the following
represent barriers to business growth?

Most panelists expect lack of demand will continue to
stunt business growth over the next 12 months, with 79
percent citing it as a concern. Three other potential
barriers to growth remain high: legislative/regulatory
pressures, up 7 points to 50 percent;
profitability/decreasing margins, up 2 points to 45
percent; and concern about increased taxation, up 9
points to 44 percent. Concerns rose about the strength of
the US dollar along with concerns about higher interest
rates.

Note: In 4Q 2009 All respondents, n=262

Trendsetter Barometer: Business outlook report
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Chart 4.7 Expected barriers to business growth

Lack of demand
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All respondents
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Business outlook, next 12 months

Plans for M&A and other business initiatives

Over the next 12 months, do you expect to participate in
any of the following new business initiatives?

Looking at the next 12 months, 55 percent of
respondents expect to participate in new business

Chart 4.8 Plans for M&A and other business initiatives

All respondents

4Q 1 2Q 3Q 4Q
initiatives, notably higher than the prior quarter and last 08  '09  '09 '09 '09
year. Overall, the most prevalent expected initiative is New business initiatives (net) 51% 52% 50% 48% 55%
new strategic alliances, up 8 points to 29 percent. o
+ New strategic alliance 25% 20% 30% 21% 29%
+ New joint venture 20% 15% 15% 15% 15%
« Purchase of another business  17% 16% 18% 14% 14%
+ Expand to new markets 13% 12% 9% 8% 13%
abroad
+ Restructure debt 10% 12% 7% 11% 10%
+ Bring in new partners 1% 10% 11% 6% 10%
+ Sale part/all of own business 8% 6% 6% 6% 6%
+ “Angel” investors 6% 5% 5% 4% 5%
+ Venture capital 4% 4% 3% 4% 4%
+ Private placement 4% 4% 1% 4% 3%
- New facilities abroad 3% 2% 1% 2% 2%
+ |IPO offering 1% --- - 1% 2%
Product companies Service companies
4Q 1Q 2Q 3Q 4Q 4Q 1Q 2Q 3Q 4Q
'08 '09 '09 '09 '09 '08 '09 '09 '09  '09
New business initiatives (net) 50% 46% 43% 49% 53% New business initiatives (net) 52% 60% 57% 47% 59%
+ New strategic alliance 24% 15% 25% 19% 25% + New strategic alliance 26% 25% 35% 23% 35%
+ New joint venture 18% 16% 17% 16% 15% + New joint venture 22% 14% 13% 13% 15%
« Purchase of another business 14% 13% 15% 10% 15% « Purchase of another business  19% 19% 22% 19% 11%
+ Expand to new markets 14% 11% 8% 10% 13% - Expand to new markets 12% 13% 9% 6% 12%
abroad abroad
+ Restructure debt 13% 10% 9% 14% 14% + Restructure debt 8% 13% 4% 6% 6%
+ Bring in new partners 10% 7% 10% 5% 7% + Bring in new partners 12% 13% 12% 8% 13%
- Sale part/all of own business  10% 5% 7% 6% 5% - Sale part/all of own business 5% 7% 6% 5% 8%
+ “Angel” investors 8% 5% 4% 5% 5% + “Angel” investors 4% 5% 6% 3% 4%
« Venture capital 4% 4% 3% 5% 3% + Venture capital 3% 5% 3% 3% 7%
« Private placement 4% 3% 2% 4% 3% - Private placement 3% 4% - 5% 4%
+ New facilities abroad 3% 3% 2% 2% 2% + New facilities abroad 2% 1% - 1% 1%
+ IPO offering 1% - 1% - - + |IPO offering X - - 2% 5%
Note: In 4Q 2009 All respondents, n=262, Product companies, n=156, Service companies, n=106
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Survey demographics and research methodology

Demographics

Who Leading privately held businesses in the US
Interview dates November 2, 2009, to February 2, 2010

All (262) Product (156) Service (106)
Average number of employees 834 789 901
Average business unit revenues $180.7 million $229.2 million $110.7 million
Average enterprise revenues $218.5 million $284.5 million $123.0 million
5-year growth rate 104% 92% 121%
Industry sectors Products 59%

Manufacturing 32%
Trade/Distribution 13%
All other 14%

Services 41%

Methodology

PricewaterhouseCoopers’ Private Company Trendsetter Barometer is a quarterly
telephone survey conducted by the independent research firm BSI Global
Research Inc.

The survey panel consists of CEOs and their designates from a geographically
balanced sample of leading private companies in the United States, as identified in
the business media.

Trendsetter Barometer: Business outlook report
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pwc.com/pcs

Contacts:

Rich Calzaretta
Private Company Services National Leader
+1(312) 298-2800

Ken Esch
Private Company Services Partner
+1 (312) 298-3419

Amy O’Brien
Private Company Services Marketing Leader
+1(312) 298-2878

About the research:

The Private Company Trendsetter Barometer is one in a series of quarterly business outlook surveys from
PricewaterhouseCoopers. The survey provides a view on the 12-month outlook for revenue growth, new investments, new
hiring plans, emerging business barriers and more. In addition to the business outlook, we hear from our panelists about
special issues they face as the business climate changes. Results of the quarterly business outlook surveys and special issue
surveys are available from www.pwc.com/pcs and www.barometersurveys.com.

Visit: www.barometersurveys.com
Mobile: wap.barometersurveys.com
Email: barometer.surveys@us.pwc.com

PricewaterhouseCoopers has exercised reasonable professional care and diligence in the collection, processing, and reporting of this information. However, the data used is from
third-party sources and PricewaterhouseCoopers has not independently verified, validated, or audited the data. PricewaterhouseCoopers makes no representations or warranties
with respect to the accuracy of the information, nor whether it is suitable for the purposes to which it is put by users. PricewaterhouseCoopers shall not be liable to any user of this
report or to any other person or entity for any inaccuracy of this information or any errors or omissions in its content, regardless of the cause of such inaccuracy, error or omission.
Furthermore, in no event shall PricewaterhouseCoopers be liable for consequential, incidental or punitive damages to any person or entity for any matter relating to this
information.

© 2010 PricewaterhouseCoopers LLP. All rights reserved. "PricewaterhouseCoopers" refers to PricewaterhouseCoopers LLP or, as the context requires, the
PricewaterhouseCoopers global network or other member firms of the network, each of which is a separate and independent legal entity. NY-09-1037.

PRICEWATERHOUSE(COPERS





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


