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EMERGING MARKETS DOING MORE TO MANAGE FUTURE
ENERGY COST PRESSURES AND ENVIRONMENTAL ISSUES

 Raw material and energy costs increasing pressure on global
business

e Businesses to lose competitiveness if no action is taken to combat
environmental issues

Major impacts on businesses cost pressures (%)
Energy costs Raw materials
Philippines 68  Spain 61
Botswana 65 Botswana 60
Germany 58  Singapore 60
Thailand 55  Thailand 56
Mexico 55  France 56
Turkey 52  Mexico 55
Ireland 47  Philippines 55
France 44 Armenia 54
Luxembourg 44 South Africa o)
Italy 44 ltaly 58
Poland 43 Malaysia 52
Japan 43  Taiwan 52
Armenia 42  Germany 511
India 42  Japan 5]
Russia 41  Mainland China 50
Argentina 40  Turkey 48
UK 40 India 48
Malaysia 39 Argentina 45
South Africa 38 Poland 44
Canada 35 Australia 44
Spain 34  Brazil 42
Sweden 32  Luxembourg 41
us 32 Hong Kong 40
Netherlands 31 lreland 39
Taiwan 29 Greece 38
Greece 28  Russia 36
Mainland China 28 Canada 34
Singapore 25 New Zealand 34
New Zealand 25  Sweden 31
Brazil 23 UK 31
Hong Kong 23S 3l
Australia 18  Netherlands 29
Source: Grant Thornton International Business Report (IBR) 2007
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Energy and raw material costs are an increasing worry for global
businesses according to the latest findings from the Grant Thornton
International Business Report (IBR). The biggest worry for businesses
are raw material costs with 44% of global businesses identifying these as
having a major impact on cost pressures in the next twelve months,
followed by 41% who were concerned about staff costs, 37% about
energy costs and 34% about transport costs. Property costs (15%) are
expected to have a lesser impact over the coming year.

Raw material and energy cost pressures

Energy costs appear to be affecting Europe more than the rest of the
world with five of the region’s top ten countries citing energy as having
a major impact on cost pressures: Germany (58%), Ireland (47%) and
France, Luxembourg and Italy (all 44%). Globally, companies in the
Philippines (68%) are due to be most impacted by energy cost pressures,
followed by Botswana (65%). Companies in Australia (18%) are least
likely to be impacted by the cost of energy.

In comparison, raw material costs are due to have a greater impact on
global businesses with companies from every continent appearing at the
top of the table. Businesses in Spain (61%) are due to be most
impacted by the cost of raw materials, followed by Botswana and
Singapore (both 60%), and Thailand and France (both 56%). Raw
material costs are due to affect businesses least in the Netherlands
(29%), tollowed by the US, UK and Sweden (all at 31%).

The International Business Report covered the opinions of 7,200
privately held businesses in 32 countries, representing 81% of global
GDP.
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Management of energy and

environmental issues league table*

™ Philippines 410
Brazil 360
Mainland China 341
K= Malaysia 307
= Germany 306
Turkey 303
e Poland 298
[ Hong Kong 292
Mexico 283
India 282
M Armenia ol
S < 258
N ] Ireland 253
] Spain 248
E=] Greece 243
I ] ey 235
galld Australia 233
f#] Canada 233
South Africa 230
=I5 229
| Russia 223
b Netherlands 217
P Luxembourg 214
B Argentina 213
Bl New Zealand 212
Sweden 208
Taiwan 207
[ @ | Japan 205
&= Botswana 191
| B France 186
s Thailand 178
Singapore 143

Source: Grant Thornton International Business

Report (IBR) 2007

Managing future energy cost pressures

Companies in the emerging markets have done most to date to manage
future energy cost pressures* according to the Grant Thornton
International Business Report. Out of a maximum score of 600,
companies in the Philippines (410) lead the way, followed by: Brazil (360),
mainland China (341), Malaysia (307), Germany (306) and Turkey (303).

Main action taken by companies to reduce energy cost pressures:

® 58% of businesses globally have undertaken an energy review to
understand how they may be wasting energy, led by companies in the
Philippines (83%)

®  59% of businesses have reduced their energy consumption, again led
by the Philippines (85%)

®  60% of businesses have put in place measures to ensure all computers
and electrical equipment is turned off, top were Malaysian companies on
85%. The least action taken was by businesses in Thailand (16%) and
Sweden (39%)

®  44% of businesses have spent most on energy saving equipment with
Brazilian businesses (66%) the most likely to invest

®  20% of businesses have invested in alternative fuel/energy supplies.
European businesses are more likely to have invested in these (24%0)

® 22% of businesses have considered relocating to reduce transportation
costs with companies in mainland China (46%) most likely to have
contemplated this.

Alex MacBeath, global leader of privately held business services for Grant
Thotnton International, said:

"There is a simple clear message from our findings. Unless environmental
factors such as energy and raw material costs become issues that
significantly affect a company’s profitability there is no incentive for it to
take action, and reduce its impact on the environment. There must be
motivation to take action on raw material and energy costs or companies
will continue to focus on other cost pressures such as salaries and wages.

"We are now at a tipping point in looking at climate change and
environmental management. It is time businesses recognised the fact that
unless they take action to reduce their impact on the environment, it will
harm their long-term competitiveness.

"There is also a role for national Governments to look at the long-term

competitiveness of their economies and factor energy and raw material
costs into that equation. Unless they take action to actively encourage
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businesses to invest for the future and reduce their impact on the
environment, they will ultimately damage their economies."

Ends

*Respondents were measured by whether they had undertaken six energy and
environmental initiatives:

e if they had undertaken an energy review

¢ reduced energy consumption

e put measures in place to turn off electrical equipment
¢ invested in energy saving equipment

¢ invested in alternative fuel/energy supplies

¢ considered relocating to reduce transportation costs.

Each country in IBR was given a score based on the percentage of businesses who had
carried out each of the criteria. For each of the six criteria, the highest score a country could
receive was 100, with a total maximum score for the management of energy and
environmental issues league table of 600.

Notes to editors

Grant Thornton International started a major annual survey of the attitudes and
expectations of small and medium-sized businesses in 1992 called the European
Business Survey (EBS). In 2003 the research project was widened to an international

perspective covering medium-sized businesses and renamed the International Business
Owners Survey (IBOS).

In 2007, the survey’s name was changed from IBOS to the International Business
Report (IBR). The IBR survey draws upon 15 years of trend data for original EBS
participants and 5 years for original IBOS countries. 15 year trend data is available for:
France, Germany, Greece, Ireland, Italy, the Netherlands, Poland, Spain, Sweden,
Turkey and the UK, while 5 year trend data is available for Australia, Canada, Hong
Kong, India, Japan, Mexico, Singapore, South Africa and the US.

Grant Thornton International will donate US$5 to UNICEF for every completed IBR
questionnaire. In 2007 this will result in a donation of over US$35,000.

The research was conducted by Experian Business Strategies Limited and Harris
Interactive. All figures were correct at time of going to press. To find out more about
IBR and to obtain details of IBR reports and results please visit
www.internationalbusinessreport.com.

About Grant Thornton International

Grant Thornton International is one of the world's leading organisations of
independently owned and managed accounting and consulting firms providing
assurance, tax and specialist business advice to privately held businesses and public
interest entities. The strength of each local firm is reflected in the quality of the
international organisation. All Grant Thornton International member firms share a
commitment to providing the same high quality service to their clients wherever they
choose to do business.
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Grant Thornton International is a non-practising international umbrella organisation and
does not deliver services in its own name or otherwise. Each member and
correspondent firm in Grant Thornton International is a separate national firm. These
firms are not members of one international partnership or otherwise legal partners with
each other (with the exception of certain limited instances), nor is any one firm
responsible for the services or activities of any other.

About Foo Kon Tan Grant Thornton

Foo Kon Tan Grant Thornton is the Singapore member of Grant Thornton
International, one of the world’s leading organisations of independently owned and
managed accounting and consulting firms providing assurance, tax and specialist
business advice to privately held businesses and public interest entities

Although Grant Thornton is not a worldwide partnership, all Grant Thornton
International member firms share a commitment to providing the same high
quality service to their clients wherever they choose to do business. Member
firms operate in over 110 countries in more than 520 offices worldwide.

Grant Thornton International is a non-practising international umbrella organisation and
does not deliver services in its own name or otherwise. Each member and
correspondent firm in Grant Thornton International is a separate national firm. These
tirms are not members of one international partnership or otherwise legal partners with
each other (with the exception of certain limited instances), nor is any one firm
responsible for the services or activities of any other.
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