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Introduction

The Global Economic Conditions Survey (GECS), carried out jointly by
ACCA (the Association of Chartered Certified Accountants) and IMA
(Institute of Management Accountants), is the largest regular economic
survey of accountants around the world, in both the number of
respondents and the range of economic variables it monitors.

The GECS has been conducted for over 10 years. Its main indices are good lead
indicators of economic activity and provide a valuable insight into the views of finance
professionals on key variables, such as investment, employment, and costs.

Fieldwork for the 2023 Q4 survey took place between 28 November and 12 December
2023 and gathered 1,447 responses: 1,228 from ACCA members and 219 from
IMA members.

ACCA and IMA would like to thank all members who took the time to respond to the
survey. It is their first-hand insights into the fortunes of companies around the world
that make GECS a trusted barometer for the global economy.




Executive summary

The latest ACCA and IMA Global
Economic Conditions Survey (GECS)
suggests that confidence among
accountants and finance professionals
declined slightly for the third quarter in a
row and is now moderately below its long-
term average. There was also a decline
in the Employment Index, which is at its
weakest since 2020 Q4, consistent with
some easing in job markets. Meanwhile,
the New Orders Index increased
fractionally and is just above its average,
while capital expenditure improved but
remains below average (see Chart 1).

A good cross-check on the economic
outlook is provided by the two GECS
‘fear’ indices, which reflect respondents’
concerns that customers and/or suppliers
may go out of business (see Chart 2). Fears
about customers going out of business
edged up slightly again, but concerns
about suppliers continued to ease.
Neither series looks alarming by historical
standards. With corporate bankruptcies
rising, and as monetary policy tightening

works with a lag, we are likely to see some
deterioration in these indices in 2024.

At the regional level, there was a very
large rise in confidence in North America,
which is now close to its long-term
average. This perhaps reflects increased
confidence that the U.S. Federal Reserve
may be able to pull off a soft landing in
2024. By contrast, confidence declined in
both Western Europe and Asia Pacific, and
is below average in both regions. There
was also a very sharp fall in Africa, erasing
the gains made earlier in 2023.

All'in all, the GECS survey remains
consistent with some further slowing

in global economic growth, although it
does not suggest that a major downturn
is in the offing. Nevertheless, the global
economy looks set to grow at materially
less than its long-term average rate in
2024 and downside risks remain. Indeed,
geopolitical risks continue to build, in
particular given the risk of an escalation of
the conflict in the Middle East.

CHART 1: GECS global indicators
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CHART 2: GECS global ‘fear’ indices
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1. Global and regional analysis

Looking at the change in the GECS
Confidence indices over the past quarter,
the sharp jump in North America of almost
25 points is striking (see Chart 3a). This
was the fifth-largest gain in the survey's
history and comes after a marked fall in
Q3. Continued robust GDP growth in the
U.S. has likely buoyed sentiment, while
sharply falling inflation may have increased
expectations that the economy could be
heading for the much talked about “soft
landing.” Surprisingly, confidence rose in
the Middle East despite the recent events
in Israel and Gaza, and also increased

in South Asia. Confidence declined in
Western Europe for the third consecutive
quarter, which is hardly surprising given
the weakness in the eurozone and UK
economies. Confidence fell quite sharply
in Asia Pacific after previous tentative
signs of improvement. Renewed concerns
about the state of China’s economic
recovery could have been the driver.
There was a very sharp plunge in
confidence in Africa, erasing the strong
gains over the first three quarters of 2023.

This could reflect the challenging global
economic backdrop, amid weakness in
key markets such as China and Western
Europe, as well as rising geopolitical risks.

Looking at the past 12 months, global
confidence is slightly higher than at the
start, but this is entirely owing to the sharp
rise in Q1 2023. Confidence fell back in
each of the subsequent quarters. It is up
the most in North America after the sharp
rebound in Q4 (see Chart 3b). The next
largest rise was in South Asia, followed by
Western Europe. The latter’s improvement
was driven by the huge Q1 increase, with
confidence subsequently falling by over
25 points. Asia Pacific recorded by far

the largest fall in confidence, while there
were small declines in the Middle East
and Africa. Confidence is higher than its
long-term average in the Middle East, and
close to it in North America and South
Asia, although slightly lower in Asia Pacific,
and materially lower in Western Europe,
and, to a lesser extent in Africa.

CHART 3a: Confidence - change over the past quarter
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The GECS Global New Orders Index
increased marginally in Q4 and is slightly
above its average over the survey’s history.
At the regional level, orders rose modestly
in Western Europe, the Middle East, and
South Asia, but declined noticeably in
Asia Pacific, Africa, and, to a lesser extent,
in North America (see Chart 4a). Looking
back over the past year, the declines in
new orders were largest in Asia Pacific

and Africa. South Asia, North America,
and the Middle East registered modest
declines, while Western Europe was the
only region recording an increase (see
Chart 4b). Compared with their history,
new orders are well above their long-term
average in the Middle East, and less so

in Africa and Western Europe. They are
below average in North America, Asia
Pacific, and South Asia.

Concerns about increased costs eased
slightly again in the latest quarter. As
Chart 5 shows, cost pressures clearly look
to have peaked, although they still remain
well above the median recorded over the
survey’s history. This suggests that the

risk is that financial market expectations
may be too optimistic on the timing

and magnitude of central bank rate cuts
in 2024.

CHART 4a: GECS Orders over the past quarter
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CHART 5: Concerns about increased operating costs
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Global problems accessing finance
edged up slightly in Q4, while problems
securing prompt payment were largely
unchanged (see Chart 6). Neither series
currently looks concerning by historical
standards. This is surprising, given the
aggressive global monetary tightening we
have seen over the past couple of years.
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This may reflect the fact that monetary
policy works with lags. Meanwhile, the
sharp fallback in U.S. government bond
yields from their recent peaks in the
autumn has sparked a welcome easing
in global financial conditions, as has the
softening of the U.S. dollar.

Firms hiring and investing in staff declined
for the third consecutive quarter, although
there was a modest improvement in
capital expenditure (see Chart 7).

Despite the slowing global economy,
firms don't appear to be embarking

on a major retrenchment. Indeed, the
employment and capital expenditure
indices are only modestly below their
long-term averages at the global level.

CHART 6: Problems securing prompt payment and accessing finance
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Regional analysis

THE SHARP JUMP IN
CONFIDENCE IN NORTH
AMERICA STOOD OUT,

BUT SENTIMENT WEAKENED
IN ASIA PACIFIC AND
WESTERN EUROPE.

The latest results were mixed at the regional
level. The significant increase in confidence
in North America was striking, and there
were also gains in South Asia and the
Middle East. But confidence fell for the
third consecutive quarter in Western Europe
and declined in Asia Pacific after signs of
improvement in Q3. Moreover, confidence
dropped very sharply in Africa (see Chart 8).

New orders fell the most in Asia Pacific,
followed by Africa and North America
(see Chart 9). There were modest gains

in Western Europe, the Middle East, and
South Asia.

All'in all, North America stood out with
its large jump in confidence, perhaps
reflecting the continued resilience of the
U.S. economy and increased optimism
that the Federal Reserve will be able to
pull off a soft landing amid sharply falling
inflation. Meanwhile, the declines in
confidence and new orders in Asia Pacific
could reflect concerns about the state of
China’s recovery.

CHART 8: Regional Confidence
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NORTH AMERICA

Confidence rose very sharply in Q4, after a

marked retreat previously. Interestingly though,
the employment component fell sharply, there

was a moderate decline in the capital expenditure
component, and a modest fall in new orders (see
Chart 10). This is a bit perplexing. The Confidence
Index can be volatile. The bounce could reflect
increased optimism that the U.S. economy is

set to achieve a “soft landing.” Federal Reserve
Nowcasts point to solid growth of over 2% in Q4,
following growth of almost 5% in Q3. At the same
time, inflationary pressures have continued to ease.
Growth looks set to slow materially in 2024, but
the recent significant easing in financial conditions
and the dovish pivot from the Federal Reserve may
reduce the risks of a recession. The Confidence
Index is around its long-term average. But the
Employment and Capital Expenditure indices are
significantly below theirs, suggesting that firms may
still want to see how the economy performs before
switching into a more expansionary mode.

ASIA PACIFIC

The GECS Asia Pacific Confidence Index recorded

a material decline in Q4, after improving modestly
previously. There were also quite material falls in
new orders and employment, and a modest retreat
in the Capital Expenditure Index (see Chart 11).

All the key indicators are below their long-term
averages. Concerns about the state of China’s
economy are probably weighing on regional
confidence given mixed signs about its recovery.
Weakness in the European economy, and rather
subdued global prospects, are also probably
reducing confidence in this export-oriented region.
A strengthening in China’s recovery would clearly be
beneficial for Asia Pacific, as would a soft landing for
the U.S. economy. More protectionist policies in the
Western economies remain a key risk for the region,
although some countries will be beneficiaries of
supply chain diversification.

WESTERN EUROPE

Confidence declined in Western Europe for the third
consecutive quarter. It is down by over 25 points
since its most recent peak in 1Q 2023 and is quite
materially below its long-term average. New orders
improved somewhat and are slightly above average.
The Capital Expenditure Index rose but looks weak
by historical standards, while the employment
component fell sharply and is now well below its
long-term average (see Chart 12). The region’s
economy is weak at the present time amid the
impacts from the aggressive monetary tightening
by the European Central Bank and Bank of England,
and as the soft global economy weighs on exports.
The significant decline in the Employment Index
would suggest that the region’s job markets may

be beginning to soften. All in all, the prospects for
growth in Western Europe look pretty subdued.
Nevertheless, it is not clear that a major downturn is
in the offing. Indeed, improving real income growth
should provide some support to consumer spending.
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CHART 10: North America
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CHART 11: Asia Pacific
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CHART 12: Western Europe
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MIDDLE EAST

The survey results for the Middle East are stronger
than may have been expected, given the events in
Israel and Gaza and the fall in the price of oil over
recent months (see Chart 13). Confidence rose by
seven points and is meaningfully above its long-term
average. There was also a very sharp increase in the
Capital Expenditure Index, which is now well above
average. Meanwhile, new orders increased modestly
and look strong by historical standards. By contrast,
there was a small fall in the Employment Index,
although it remains meaningfully above its long-
term average. All in all, the key indices are indicative
of a rather encouraging picture for the Middle East.
However, geopolitical developments remain a major
downside risk, given the risk of an escalation of the
conflict in the region.

SOUTH ASIA

The most recent survey results for South Asia were
encouraging (see Chart 14). Confidence rose by
almost eight points and is now only slightly below
its long-term average. There were also strong
gains in the Employment and Capital Expenditure
indices, both of which are now above their historical
averages. New orders improved modestly but
remain below their long-term average. A sharp
rebound in the indicators for Pakistan, from
depressed levels, appears to have boosted the
regional indices. Since Pakistan secured financial
support from the International Monetary Fund
(IMF) in July, there has been some improvement
in the country’s economic and financial indicators.
The economy expanded by 2.1% on a year-on-year
basis in the July-September quarter, after being
negative in the previous two quarters, while the
stock market has surged and is close to record
highs. The key indicators for India also improved
and are above their average levels. The country
should continue to be the best-performing major
global economy in 2024.

AFRICA

The GECS Confidence Index for Africa fell
extremely sharply in Q4, eradicating the sizeable
gains made over the first three quarters of 2023.
Confidence is now quite materially below its
long-term average. New orders also declined but
are above their average levels. Nonetheless, the
Employment Index was largely unchanged and
remains above its average. On another positive
note, the Capital Expenditure Index improved
sharply and is slightly above average (see Chart
15). While the Confidence Index can be volatile,
the decline may reflect the challenging economic
backdrop in key export markets such as China and
Western Europe, as well as rising geopolitical risks
amid the events in the Middle East. Weak global
growth will be a headwind to the continent in 2024.
Nevertheless, monetary easing by the U.S. Federal
Reserve should prove helpful, as will any further
softening in the U.S. dollar.
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CHART 13: Middle East
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Chief Financial
Officers

CONFIDENCE AMONG CFOs
ROSE AGAIN IN Q4, BUT THE
EMPLOYMENT AND CAPITAL
EXPENDITURE INDICES
INDICATE SOME CAUTION.
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The indices reported in this section reflect
the survey responses of chief financial
officers (CFOs) who are part of our
broader global panel of accountants and
finance professionals.

Confidence among CFOs in our panel
improved in Q4 for the second consecutive
quarter and is now slightly above its
long-term average. New orders also
improved again according to CFOs but
remain below average (see Chart 16). The
Confidence Index for CFOs is moderately
higher than for the broader panel
(accountants, auditors, CFOs, etc.), with
the converse for the New Orders Index.

The Capital Expenditure Index for CFOs
improved modestly in Q4 but remains
at a low level by historical standards.

Moreover, it is significantly lower than that
for the broader panel. Meanwhile, the
Employment Index fell extremely sharply
and is now well below its long-term
average (see Chart 17). It is now lower
than that of the broader panel.

All'in all, the rise in confidence among
CFOs for the second consecutive

quarter is encouraging, as is the gradual
improvement in the New Orders Index.
Perhaps this reflects increased confidence
that the global economy, while slowing,
could avoid a recession. Nevertheless,
the weakness in the Capital Expenditure
and Employment indices suggests caution
on the part of CFOs. The responses are
consistent with expectations that firms are
battening down the hatches rather than
being in expansion mode.

CHART 16: GECS global indicators — CFOs
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CHART 17: GECS global indicators — CFOs
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2. ACCA/IMA global risks survey

Author

Rachael Johnson,

Head of Risk Management and Corporate
Governance for Policy & Insights, ACCA

It was unsurprising to see ‘international
and geopolitical instability’ climb up

the list of risk priorities for financial
professionals globally in our 2023 Q4
survey compared with 2022 Q4, but what
proved interesting is the different ways in
which ACCA and IMA members perceive
such risks. Some respondents see growing
geopolitical complexities through the
cybersecurity lens, while others consider
them as ‘business-critical’ risks, for
example, how they manifest through
supply chain disruptions (see Chart 18).

While concerns over rising fraud and
cyber threats were expressed by
respondents across all sectors and
regions, the consensus was clear that
different risks are increasingly influencing
and exacerbating each other.

Indeed, one year on from the launch of
ChatGPT, another war and more record-
breaking weather events, many ACCA
members around the world admit that
they are navigating territories and a
landscape of multiple crises never seen
before in their careers — from changing
monetary policies and inflation to the
socio-economic implications of climate
change, with the last of these becoming
a much higher priority for respondents
overall since the end of 2022, when ACCA
conducted its original global risks survey
as part of the overarching report and
podcast series, Risk Culture: Building
Resilience and Seizing Opportunities
(April 2023).

The first survey closing in 2022 Q4
showed how accountancy and financial

CHART 18: Top three risk priorities around the world — Q4 2023
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professionals were most concerned
about being compliant, with 'regulatory,
compliance, legal’ receiving the highest
number of mentions as a top-three risk
priority and ‘climate change and its
social and economic implications’ one
of the fewest. While ‘economic inflation,
recession’ went from third to first in the
ranks by 2023 Q2 and has since stayed
at the top, another striking trend over
the past year is how ‘talent retention and
skills” has continued to climb into the top
three. Talent retention was increasingly
mentioned in each quarter in 2023 as an
‘underestimated risk’ by respondents in
both financial services and non-financial

GLOBAL ECONOMIC CONDITIONS SURVEY REPORT: Q4, 2023

corporates, and we have seen competition
for top talent heating up for governance,
risk and compliance roles especially (see
Charts 19 and 20).

The open-ended questions always help us
put these responses into context. Below
are a just few responses to the question in
the 2023 Q4 survey, ‘what do you believe
will be the most underestimated risk
facing your organisation in 20247".

‘Lack of action about the impact of climate
change and adaption, and what the
associated costs of this will be’

ACCA member in Canada

‘Thinning funds, availability of capital,
and transportation disruptions.’
ACCA member in Malaysia

‘Non-compliance with all the new
regulatory requirements.’
ACCA member in Czech Republic

‘People risk and the threat of losing key
talent to competitors.
ACCA member in Zimbabwe

‘Rising labour and compliance costs.’
ACCA member in Singapore

‘Data security, phishing and internet fraud.
ACCA member in the UK

‘Corruption and internal fraud.
ACCA member in Ghana

CHART 19: Top ranked risk priorities — Q4, Q3 and Q2 2023
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CHART 20: Top three risk priorities financial services versus non-financial corporates — Q4 vs Q3 2023
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The responses to our quarterly global
risks survey have also revealed the extent
to which ethics is at the core of today’s
paradigm shifts, particularly where the
sustainability and artificial intelligence
(Al) agendas are concerned.

An ACCA member in the UK said it
would "take some time to really
understand how Al systems and their use
cases, including for environmental, social
and governance reporting, can be used
responsibly and ethically’.

An ACCA member in Saudi Arabia,

where we see tremendous investment

in Al through our member engagement,
also commented: ‘There are skills and
capability shortages across the region at
all levels, including the board’. He said
that the amount of change and innovation

over the past year is equivalent to what
we'd normally expect in 20 years.

Regionally, Central and Eastern Europe
was the only one where talent retention
had been a top-three risk priority in 2022
Q4, with many members explaining how
highly skilled employees left the region
after the Ukraine invasion. Sector-wise,
the public practice and public sectors
were the only ones that had put talent
retention in the top three risk priorities in
2022 Q4. A year on, it is the second most-
mentioned top-three risk priority overall
for the 2023 GECS Q4 survey.

Another year-on-year regional change
worth mentioning is in North America,
which back in 2022 Q4 was the only one
in the world where respondents ranked
‘technology, data, cybersecurity’ higher

than ‘regulatory, compliance and legal’
and have since consistently ranked
‘economic inflation and recession’ and
‘talent scarcity, skills, and employee
retention’ as their first and second risk
priorities, respectively.

An ACCA member who is the finance
director of a retailer in North America
summed it up: ‘We are facing risk
everywhere, especially with the
unpredictable approach of policymakers
at both the state and national levels. As
for cybersecurity, it is one of the biggest
problems for the best of us. New sorts of
ransomwares are emerging all the time
and we go to the Big Four, but they also
are playing catch-up. We have had to
deal with all this before, but not to the
magnitude it is now'.
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Click on the covers to view previous reports online:

ﬁmmm—m ima ima Th.ink!\bcad i1 Th.ink!\bcad

GLOBAL ECONOMIC CONDITIONS SURVEY REPORT: Qd, 2022 GLOBAL ECONGMIC CONDITIONS SURVEY REPORT: Q11, 2023 GLOBAL ECONOMIC CONDITIONS SURVEY REPORT: Q2, 2023 GLOBAL ECONOMIC CONDITIONS SURVEY REPORT: Q3, 2023

Economies covered by Q4 survey responses

NORTH MIDDLE ASIA- CENTRAL SOUTH ASIA WESTERN AFRICA CARIBBEAN CENTRAL
AMERICA EAST PACIFIC & EASTERN EUROPE & SOUTH
EUROPE AMERICA
Canada Bahrain Australia Bulgaria Afghanistan Cyprus Cameroon Barbados Belize
. Mainland Czech . L .
Mexico Egypt China Senublie Bangladesh Finland Ethiopia Bermuda Brazil
Hong Kong . .
USA Irag SAR Hungary India Germany Ghana Grenada Columbia
Israel Indonesia Moldova Kazakhstan Greece Ivory Coast Guyana Costa Rica
Jordan Japan Poland Maldives il Kenya Jamaica
Republic of
Kuwait Korea, Romania Nepal Ital Liberia Puerto Rico
Republic of P y
Lebanon Malaysia Russia Pakistan Luxembourg Malawi St Vincent
New . " Trinidad &
Oman Zealand Slovakia Malta Mauritius Telbergo
Palestine Philippines Ukraine Netherlands Namibia
Qatar Singapore Spain Nigeria
Saudi Arabia Vietnam Switzerland ~ Sierra Leone
Umtepl AT Turkey South Africa
Emirates
UK Sudan
Tanzania
Uganda
Zambia
Zimbabwe
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https://www.accaglobal.com/gb/en/professional-insights/global-economics/GECS-Q12023.html
https://www.accaglobal.com/gb/en/professional-insights/global-economics/GECS_q3_2023.html
https://www.accaglobal.com/gb/en/professional-insights/global-economics/gecs-q4-2022.html
https://www.accaglobal.com/gb/en/professional-insights/global-economics/gecs-q2-2023.html

ACCA, IMA and the global economy

Global economic conditions continue to dominate business and political life.
To find out more visit: News and debates on economic issues are almost constantly the focus
lobal of media attention. While most national economies are now growing once
WWW'?Ccag obal.com again, it is far from clear how sustainable this growth is or how long it will be
www.imanet.org before a sense of normalcy returns to the global economy.

ACCA and IMA have been prominent voices on what the accounting
profession can do to help turn the global economy around. Both bodies

have published extensively on a range of topics, from the regulation of
financial markets or the prevention of fraud and money laundering, to fair
value or the role of international accounting standards, to talent management
and the development of an ethical business culture.

ACCA and IMA aim to demonstrate how an effective global accountancy
profession contributes to sustainable global economic development; to
champion the role of accountants as agents of value in business; and to
support their members in challenging times. Both professional bodies
believe that accountants add considerable value to business, and never
more so than in the current environment.

Accountants are particularly instrumental in supporting the small business
sector. Small and medium-sized enterprises (SMEs) account for more than
half of the world's private sector output and about two-thirds of all employment.

Both ACCA and IMA focus much of their research and advocacy efforts on
articulating the benefits to SMEs of solid financial management and reliable
financial information.

WHERE NEXT?

As countries around the world continue to consider strategies to promote
stability and stimulate growth, the interconnectedness of national
economies, and how they are managed and regulated, is now under close
scrutiny. The development of the global accountancy profession has
benefited from, and in turn contributed greatly to, the development of the
interconnected global economy. The fortunes of the two are tied. ACCA
and IMA will, therefore, continue to consider the challenges ahead for the
global economy, and focus on equipping professional accountants for the
uncertain future.

CONTACTS

For further information about the Global Economic Conditions Survey and
the series of quarterly reports, please contact:

Jonathan Ashworth
Chief Economist
ACCA

jonathan.ashworth@accaglobal.com

Qi “Susie” Duong, PhD, CMA, CPA, CIA, EA
Senior Director, Research and Thought Leadership
IMA® (Institute of Management Accountants)
susie.duong@imanet.org
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