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Economic confidence is up worldwide but varies from country to country, notably in the booming
economies of China and India.

Web exclusive, January 2006

Premium Members can get these results plus additional survey findings by clicking on the
download PDF icon ‘&in the toolbar above.

The confidence of executives in the global economy has risen for the first time in two years,
the latest McKinsey Quarterly global survey shows." In addition, although the economies of China
and India are booming, executives in those countries display markedly different levels of
confidence.

For the first time in two years, executive confidence in the global economy has risen (Exhibit 1),
propelled by a significant rebound, over the past three months, in the confidence of US
executives in their country's economy.
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EXHIBIT 2

More confident

McKinsey Global Confidence Index' by region (above 50 = more
positive than negative responses)
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US executives shook off their earlier pessimism as US fuel prices declined, consumers became
more optimistic, and the dollar's value rose. Thus US executives are again among the most
confident in their home economy (Exhibit 2). Their expectations for the six months ahead are on
a par with those of their counterparts elsewhere. Executives around the world are more confident
than not, though global confidence remains markedly lower than it was when we first measured
it, in January 2004.

Executives in China and India—two booming economies—report very different levels of
confidence. India's executives are far more confident than their peers in China, by 18 percentage
points overall. The biggest variation occurs in the respondents’ view of current conditions in their
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own industries. Although executives in China were fairly hopeful about those conditions six
months ago, confidence has fallen by nine percentage points. Chinese executives are now neutral
about the state of their industries.

The hiring plans of China's executives tend toward the extremes. On the positive side, 62 percent
say their companies plan to hire in the next six months, versus 39 percent globally. Further,
Chinese executives who plan to increase the workforce expect to add jobs far more aggressively
than do executives in other regions. At the opposite extreme, though only 8 percent of the
Chinese executives—half the global percentage—expect the workforce of their companies to
shrink, those who do anticipate layoffs are planning more dramatic ones than are other
executives who expect job cuts (Exhibit 3).
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EXHIBIT 4

Less confident in their industries

McKinsey Global Confidence Index! by region (above 50 = more
positive than negative responses)
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Across Asia, executives are more confident about the current economic conditions of their
countries than about those of their own industries (Exhibit 4). Many industries in the region are
subject, in varying degrees, to uncertain tariffs, and growth is often constrained by resource
limitations, talent shortages, and government regulations.2 Even so, executives across Asia, like
those in the rest of the world, remain almost as hopeful about future industry conditions as they

[ )
were a year ago. L8
Notes

'The McKinsey Quarterly conducted the survey in December 2005 and received responses from
4,238 executives—more than a quarter of them CEOs or other C-level executives—in 116
countries.

’See, for example, Diana Farrell and Andrew J. Grant, "China's looming talent shortage," The
McKinsey Quarterly, 2005 Number 4, pp. 70-9; Diana Farrell and Susan Lund, "Reforming India's
financial system," The McKinsey Quarterly, 2005 special edition: Fulfilling India's promise, pp.
102-11; Steven D. Carden, Lenny T. Mendonca, and Tim Shavers, "What executives think about
growth and risk," The McKinsey Quarterly, 2005 Number 2, pp. 16-25; Diana Farrell and Ezra
Greenberg, "The economic impact of an aging Japan,” The McKinsey Quarterly, Web exclusive,
May 2005; and Ivo J. H. Bozon, Subbu Narayanswamy, and Vipul Tuli, "Securing Asia's energy
future,” The McKinsey Quarterly, 2005 Number 2, pp. 118-21.
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