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Coordinator: Ladies and gentlemen, thank you for joining Business Roundtable's briefing 

on its third quarter 2013 CEO Economic Outlook Survey. The members of 

Business Roundtable are Chief Executive Officers of the nation's leading 

companies from every sector of the economy. 

 

 Collectively they represent more than 16 million employees with $7.4 trillion 

in annual revenues and generate more than $540 billion in sales for small and 

medium size businesses annually. 

 

 The results of Business Roundtable's third quarter 2013 CEO Economic 

Outlook Survey reflect expected business conditions from its member 

company's perspective for the next six months. 

 

 Conducted quarterly since the third quarter of 2002 Business Roundtable's 

CEO Economic Outlook Survey is a leading CEO-based survey of sales, 

capital spending and employment projected over the next six months. 

 



BUSINESS ROUNDTABLE 
Moderator: Jim McNerney 

09-18-13/8:00 am CT 
Confirmation # 7535313 

Page 2 

 This quarter's survey was completed between August 16 and September 6, 

2013. One hundred and thirty-four CEOs completed the survey. You can find 

the results of the survey and results from previous surveys at www.brt.org. 

 

 Before I turn the call over to your host please note that all telephone 

participants are in listen-only mode at this time. Later we will conduct a 

question-and-answer session where you will be given the opportunity to ask 

questions about the CEO Economic Outlook Survey. 

 

 If you should require assistance during the call please press star 0. Today's 

conference is being recorded. If you have any objection you may disconnect at 

this time. 

 

 With that I will now turn things over to your host, Mr. Jim McNerney, 

Chairman, President and CEO of The Boeing Company and Chairman of 

Business Roundtable. Also joining Mr. McNerney is John Engler, President of 

Business Roundtable. Mr. McNerney. 

 

Jim McNerney: Hello and thank you all for joining us for the release of the Business 

Roundtable's third quarter 2013 CEO Economic Outlook Survey, which is 

now by the way in its 11th year. 

 

 The Business Roundtable CEO Economic Outlook Survey Index, which 

represents a composite of expectations for sales, capital spending and 

employment for the next six months, decreased modestly in the third quarter 

of 2013 to 79.1 from 84.3 in the second quarter. 

 

 Now this level still supports our expectation of modest overall economic 

growth notwithstanding a slight decline. 
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 The Index does signal that CEOs still do expect to continue along the path of 

slow economic growth. I would note that based on the 11 years we've been 

doing this the Index is about at its long-term average of 79.3. Not too hot. Not 

too cold. 

 

 CEO expectations for sales and capital expenditures declined slightly relevant 

to previous quarter while expectations for hiring increased slightly, largely 

because fewer CEOs reported that they would decrease employment. 

 

 The decline in sales and capital expenditure indices reflect increased 

pessimism about the six month economic outlook while the hiring index 

reflects some reduced pessimism about the demand for labor. 

 

 In their final estimate of real GDP growth for calendar 2013 CEOs expect an 

annual increase of 2.2% GDP growth, unchanged from the second quarter 

survey results and in line with consensus views that are out there. 

 

 Now let's take a look at the specific results. Our members are projecting over 

the next six months on sales, 71% of member CEOs anticipate sales will 

increase in the next six months, down from 78% last quarter, 21% sales - 21% 

expect sales to remain the same which is up from 15% last quarter and 8% of 

our CEOs expect sales to decline, up slightly from 7% last quarter. 

 

 Moving from sales to capital spending, 27% of member CEOs project higher 

spending in the next six months, down from 37% last quarter, 62% expect 

spending to remain the same over the next six months, up from 52% last 

quarter and 11% project a decline which is the same as last quarter. 

 

 Moving from capital spending to employment, 32% of member CEOs expect 

to add U.S. employees which is the same as last quarter, 44% expect 
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employment to remain steady, up from the 42% last quarter and 24% project 

lower employment which is down from 26% last quarter. 

 

 As I mentioned we combined the three categories, sales, capital spending and 

employment, into an index to provide a quick snapshot of anticipated 

economic conditions for the next six months. 

 

 This leads to a composite diffusion index centered on 50 and results can range 

from negative 50 to positive 150. An index reading lower than 50 is consistent 

with overall economic contraction, while a reading above 50 is consistent is 

expansion. 

 

 The current value of 79.1 remains well above 50, signaling expected, ongoing 

economic expansion over the next six months. 

 

 To sum up then, the Business Roundtable CEO Economic Outlook Survey 

reflects an economy that continues to grow, but slowly, and not to its full 

potential. 

 

 CEOs foresee continued modest overall economic growth of 2.2% in 2013 

with reduced expectations for sales and capital expenditures compared to last 

quarter's survey results. 

 

 Before we take questions I'd like to ask Governor Engler for a few thoughts 

about this survey's question on the intersection on politics and the economy. 

John, could you carry on? 

 

John Engler: Sure. Thank you, Mr. Chairman. We added a special question in this quarter's 

survey because we're concerned about the ongoing disagreement over the 

2014 budget, the debt ceiling. 
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 And we asked the CEOs was it having a negative impact or any impact on 

their plans for hiring additional employees over the next six months. And we 

got an interesting response back. 

 

 Of those, you know, 41% reported a somewhat negative impact. And an 

additional 9% actually said that this (thing) will have a much more negative 

impact. So about half were talking about a negative impact and that 9% much 

more negative. 

 

 So I think this ought to serve as a warning, a red flag, as the budget and debt 

ceilings get close here that the failure to promptly resolve these issues, get it 

done in a timely way is, you know, can only heighten the threat of damage to 

the economy. 

 

 And some gridlock in Washington is not a good thing for economic strength. 

CEOs clearly remain very concerned about the large scale economic 

uncertainty that do this moving debate about budget and debt ceiling and at 

the same time about the ongoing impact of across the board sequestration. 

 

 So you've got a situation where in the long term business leaders I think are 

troubled by the inability of Washington policy-makers to enact policies that 

promote growth and help America get back to work in a more robust rate than 

we're seeing today. 

 

 So a stalemate in Washington delaying progress on tax, fiscal regulatory 

reforms that would help take some of the risk out and provide certainty for 

business and boost competitiveness and we thought this question kind of got 

at some of that. It's our effort to try to shed a little more light on what is the 

impact and what's going on here. 
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 So, Mr. Chairman, that was that question and I'll turn it back over to you. 

 

Jim McNerney: Very good, John. I think a very important piece of information. I guess with 

that said we'd be glad to take any questions that those of you on the line might 

have. 

 

Coordinator: Thank you. If you are on the phone and would like to ask a question about 

Business Roundtable's CEO Economic Outlook Survey please press star 1. 

We request that you limit your questions to the CEO Economic Outlook 

Survey. We will now take your questions. Stand by. 

 

 Our first question comes from Zach Goldfarb with Washington Post. Your 

line is open. 

 

Zach Goldfarb: Thanks so much. What is your take on - first of all do you believe that debt 

limit should be raised no matter what, that debt limit shouldn't be subject to 

political or negotiations one way or the other? 

 

 And secondly, obviously the Corporate America has had concerns about the 

Affordable Care Act in the past. Is it your view now that polices that would 

delay it or change it fundamentally make sense? Or, is it your view that it's 

kind of the law and now it's just time to figure out how to deal with it? Thank 

you. 

 

Jim McNerney: Let me answer your question this way - your two questions, there is no 

question that failure to reach agreement on the debt limit would have 

significant impact on the U.S. economy. And we don't want that for our 

employees, for our customers, for the country. 
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 The best way to avoid that, and this is what we're encouraging at the Business 

Roundtable, is for the two sides in the discussion to get down to it and to find 

a solution, whether embedded - embodied in a continuing resolution which 

has a kick-the-can element to it or a broader solution which could be more 

permanent. 

 

 So the gut issue here is - and you can tick off any one issue associated with a 

needed compromise here, the gut issue is both sides getting together, giving a 

little more than they each want to and finding a solution. That will make the 

debt limit issue mute. 

 

 And so that's the issue, two sides agreeing on the fiscal and tax policy whether 

it's a short-term agreement or a long-term agreement for this country. And the 

Business Roundtable is spending a lot of time encouraging both sides to get 

down to a serious discussion because the consequences are significant. 

 

Zach Goldfarb: Can I ask you just one quick follow-up on that point? 

 

Jim McNerney: Sure. 

 

Zach Goldfarb: So what, one, could you tell me what you're doing to encourage lawmakers 

specifically and two, by saying sort of there should be a negotiation of the 

debt limit but you are actually endorsing one position which is the Republican 

one because as you know the Administration says "Spending, that can be 

negotiated." 

 

 But that limits - that shouldn't be - it should go automatically. There shouldn't 

be a negotiation over it because it's so important. 
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Jim McNerney: We are encouraging both sides. We aren't supporting a solution here. We are 

not - we are not supporting either side. We want leaders to lead and 

compromises to be found because not doing that would have a serious impact 

on the economic growth of this country. 

 

 So we're not lined up - we're lined up supporting a solution. And we're 

spending an equal amount of time talking to both sides of the political 

spectrum encouraging on behalf of the country and the wellbeing of the 

people that live and work in this country to find a solution. 

 

Coordinator: And our next question in queue comes from Josh Mandel with Wall Street 

Journal. Your line is open. 

 

Josh Mandel: Yes. Hi. Thanks. I just wanted to see if you could briefly address what the 

effect or the threat of higher interest rates will be over the next few months. 

Was that addressed at all here? 

 

Jim McNerney: Predicting interest rates is - the beaches are littered with people who try to 

predict interest rates. But I think the premise to your question is right. I think 

the, you know, most of us are expecting higher interest rates. 

 

 The - whether you come at it from the tapering discussion around the Fed or 

the capital markets that are anticipating that, there seems to be a consensus 

that interest rates will move higher. 

 

 I don't think that those of us that run companies see it as being so precipitous 

that it will have a - that it'll have a significant impact on our ability to form 

capital and to compete in the global marketplace. 
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 You have to keep in mind that we are still near an historical low in interest 

rates here. We have dealt with much more difficult interest rate environments 

than we see today or is immediately projected. 

 

Coordinator: Our next question comes from (Ben Shnuckle) with Bloomberg. Your line is 

open. 

 

(Ben Shnuckle): So you told us that, at least with regard to employment, the uncertainty in 

Washington is to blame for about half of the respondents showing increased 

pessimism, but in talking to the CEOs what are the other half telling you about 

their expectations? What are some of the factors basically behind the 

headwinds? 

 

John Engler: This is John Engler. Let me comment on that because I - that - what I said is 

in the survey we asked a question about the impact of what's happening in 

Washington and was it having any impact on their thinking relative to 

additional employees and hiring. 

 

 And 50% said, "Yes, it's having some impact." I didn't want to say and hope I 

didn't say that there was causation that the 50% who respond, "Yes, failing to 

impact" that that was why there wasn't higher. I'd say 2% GDP has a lot more 

to do with that than whether or not there are, you know, the right economic 

opportunities that are out there. 

 

 Our survey came in, as the Chairman indicated, just flat on employment. But 

the question we were trying to get at is because Washington is gridlocked and 

there's disagreement on really fundamental questions what's that doing to help 

people look at things? 
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 And as I said, you know, about half said, "Hey it's negative." Of that half or 

9%, you know, said, "Look, it's pretty significant." I would bet if I, you know, 

we don't do it - we don't compile the data this way, but if you're in the dissent 

space, if you're in a number of places, maybe some place that's been impacted 

directly by sequestration there could be some - there could be some real 

impact there. 

 

 And that might be the 9 that are saying, "Severe" or I guess said, "Much more 

negative." They didn't say, "Severe." I won't put that word in there because 

that wasn't a word we used. 

 

(Ben Shnuckle): Great. And if I could follow-up? 

 

John Engler: Sure. 

 

(Ben Shnuckle): In the - what we've or what I've already published made it clear that not 

causation, just might have some negative impact and only on hiring plans. But 

I'm wondering what are the other or what are CEOs I guess giving us some 

reasons for the headwinds that aren't related to the gridlock in Washington? 

 

John Engler: Chairman, do you want to...? 

 

Jim McNerney: (Unintelligible). 

 

John Engler: I would think that there's - this has all been in the news, but I'm I do think that, 

you know, while you've got different sectors, the automotive sector's been 

very strong and the aerospace has been strong. 

 

 But there are other, you know, how are consumers feeling? You know, there's 

- the housing has slowed a little bit from where we were. It's just that - it's just 
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that I would say a so-so economy. And our data is pretty consistent on this. 

We're kind of stuck in what is about an average result. 

 

 So you look at 11 years of data now and we're kind of in this flat line situation 

where we not really robust and we're not, you know, nobody's heading for the 

exits but by the same token it just isn't - it's not an economy that's as robust as 

we would like it to be. 

 

 And I think that the sense of Roundtable CEOs has been that there are things 

ranging from corporate tax reform, regulatory reform, immigration reform, all 

priorities here and getting this budget mess all which would be confidence-

inspiring for the economy and probably would provide a lift in terms of 

CapEx and hiring and trade agreements would be another one too. So there's a 

whole list of - there's a big agenda of work none of which is complete. 

 

Coordinator: Our next question comes from Jim Puzzanghera with the Los Angeles Times. 

Your line is open. 

 

Jim Puzzanghera: Thanks. I'm wondering what you're expecting from the Federal Reserve today. 

Are you expecting them to announce they're going to start reducing their 

stimulus effort? 

 

 And also I'm wondering what do you think of the ongoing debate over the 

next Federal Reserve chairman and whether that's having any impact on the 

economy, if that needs to get resolved soon? 

 

Jim McNerney: I have no idea what the Fed is going to say today. I read the same press reports 

and see the same news reports that you do. The - there seems to be a 

consensus that some form of tapering will be discussed, but I have no idea. 
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 The next Fed chairman or chairwoman, again, I don't have an idea. I just hope 

whoever is chosen is someone who takes a balanced view of the economy and 

pursues fiscally and monetarily-prudent course while encouraging growth for 

this country. That's what I hope for whoever it is. 

 

Coordinator: And a quick reminder, if you do have a question please press star then 1. Our 

next question comes from (Karen Meracheck) with (MNI). Your line is open. 

 

(Karen Meracheck): Hi. Thanks for taking my question. I wanted to ask you a little - could you 

speak a little bit more about the divergence between the expectations for sales 

and capital spending versus hiring, which hiring seems to stay steady versus 

drop in sales and capital spending? Any idea why that is? 

 

Jim McNerney: I think the broader picture here is that they're - even though they're sort of in a 

minor way divergents, they're both really saying the same thing. And it's not a 

big change from the last quarter. 

 

 I think that - I think there's more similarity than difference. And what last 

quarter says and this quarter said was very moderate growth is projected, very 

modest hiring is continuing to be projected and we don't see much of a change 

in our expectation for GDP growth which sort of sums it all up. 

 

 It's in exactly the same place. So it's more a story of numbers bouncing around 

delivering the same message than trying to parse the differences in the 

numbers. 

 

(Karen Meracheck): Thank you. 

 

Jim McNerney: Yes. You're welcome. 
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Coordinator: Our next question comes from Kent Hoover with American City Business 

Journals. Your line is open. 

 

Kent Hoover: Yes. I wanted to ask you about the threat of the government shutdown which 

is perhaps more likely, at least they're definitely more Brinkmanship going on 

today if the House Republicans do, you know, proceed with the CR that 

includes defunding ObamaCare . 

 

 If there is a government shutdown how much negative of an impact would 

that be on business? I know you talked about debt ceiling, but what about 

specifically just if the government shuts down for a period of time how much 

negative economic impact would that be? 

 

Jim McNerney: I think if you look historically it does have a negative impact. I mean, the - 

and it's in line with what the Governor was saying which is the impact of 

uncertainty with Washington being able to create an environment that 

supports the needs of its citizens and a framework for business to operate in, 

so it would just be a mega dose of that. 

 

 I think the debt ceiling is a clearer, more stark, would impact financial 

markets more directly and more clearly kind of an event. Both are really bad. 

 

 And as I said what this organization supports is both sides finding a solution 

because both of those things are really bad. And so not a good outcome for 

business not a good outcome for employment and certainly not a good 

outcome for our country. 

 

Coordinator: And a quick reminder, if you do have a question please press star then 1. Our 

next question comes from Jeffry Bartash with MarketWatch. Your line is 

open. 
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Jeffry Bartash: Yes, hi. Just touching a little bit of the I guess centered directly on the Federal 

Reserve, they're not going to raise short term interest rates any time soon, 

they've made that clear, but is there level at which interest rates could rise that 

could substantially affect businesses in any way in the near future? 

 

 Or, do you expect interest rates generally or in credit not to be much of a 

problem for the next year or two? 

 

 The other thing on Washington on the issue of gridlock, it doesn't look like 

they're going to get much of done any of the things you've cited, (whether) 

durations, even having trouble regulatory reform, tax reform. 

 

 If none of that stuff really gets done in the next years what are businesses - 

what's going to allow businesses to grow at a faster rate if they're not going to 

get any help from Washington? 

 

Jim McNerney: The - look, I think that latter scenario you just had about gridlock it just may 

add up to a short term CR which would put us all back a (foot) and number of 

months down the road. I hope the outcome's better than that. Could be worse 

than that, but I'd rather have it be that than worse than that. So that just may be 

where we end up. 

 

 As to your first question on interest rates I think interest rates have to rely 

significant (unintelligible) then there are today for it to have a significant 

impact on American business now. 

 

 The - I'm not making a statement for every business in every sector but we 

have dealt with higher interest rate environments before and we've done it 

successfully and we've still grown the economy. 
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 So I think it has to move. And most of us don't see credit issues even in the 

context of higher interest rates. Most of us still see robust funding of things 

we need to get done over the next year to year-and-a-half. 

 

 I don't think anyone's objecting, "I can't get my business supported with that" 

or "My customers can't get their business - their purchases supported with 

that." We don't see that anywhere in the economy right now. 

 

John Engler: The other thing I'd add just - (Marty Feldstein) had an excellent (problem) in 

the Wall Street (unintelligible) just yesterday where he talked about what are - 

what would be a gross strategy. 

 

 And it's interesting. What it needs - what you'd like to have is a very 

supportive government that's making smart decisions on tax policy, on 

regulatory policy that's managing its fiscal affairs and then kind of letting, you 

know, helping to create a really good environment to compete in and then let 

the companies go out and get the sales and have the growth. 

 

 And I think all that matters much, much more. But if we could be moving up 

other problems get to be less significant. 

 

Coordinator: And our next question comes from Zach Goldfarb with Washington Post. 

Your line is open. 

 

Zach Goldfarb: Hi again. I (started) the back of the line to see if I could squeeze in one more 

question. I just wanted to ask, you know, it's a little difficult understanding, 

you know, you're saying you'd want both sides to cooperate, but if you're, you 

know, that means it's sort of talks on both Houses and that doesn't actually 

apply any pressure. 
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 Because if you tell both sides you're both behaving badly and you should get 

together they're going to say, "Okay, it doesn't mean anything to me. Business 

is on the other guy's, you know, is on my side or it doesn't really have a role in 

this and I'm not going to play, you know, it doesn't mean anything to me." 

 

 So I'm wondering if you could, you know, talk about that. Do you see both 

sides as equally responsible for coming to a solution and do you really have 

any expectation to have an impact if you say that? 

 

Jim McNerney: Well theoretically speaking, if we came down on one side or the other in 

today's environment that would negate any impact we'd have. And therefore, I 

think we've got to pressure both sides toward the middle because that's where 

they've got to go and someone's got to tell them that. 

 

 And that's our role because I think we're speaking on behalf of this country, its 

economic growth, the employment of the people. We see a very difficult 

situation if they don't come to an agreement. 

 

 So we make ourselves irrelevant if we line up on one side or the other on - in 

today's economic - in today's political environment. So I guess I'm in a 

gentlemanly way disagreeing with the premise of your question, okay, and 

arguing that someone's got to pressure both sides. 

 

 And we're not the only ones who are encouraging both sides to get together, 

but that's where our voice should be. John, do you have anything to add to 

that? 
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John Engler: Well I would say that if you look at some of the survey data the country's 

pretty divided today. There's a lot of people on both sides of - and in fact it's 

hard to even tell where the dividing lines are. It's pretty muddled out there. 

 

 But there are strong feelings, you know, for the President, against the 

President, for the Congress, against the Congress. And what we're saying is 

that they're the political parties that got elected to do this job. 

 

 And they're in the room actually doing the negotiating. And the presumption 

is that one side just doesn't smash and obliterate the other side in those 

negotiations. They have to work it out. 

 

 And they're going to talk about a lot of things. Yes, the debt ceiling is, as the 

Chairman's indicated, has to be done. That's vitally important for America's 

global fiscal reputation. 

 

 We have investors all over the world hold U.S. debt. And it's unthinkable and 

no one's suggesting we're not going to pay that debt off. I'm guessing we'll 

have to wait. 

 

 But there's a whole host of other things, the budget. Are we going to have a 

budget for next fiscal year beginning October 1? The sequestration play. What 

role in that budget? What are the priorities within the budget? What are other 

things they can get? 

 

 All of that stuff they're talking about. And we're saying look as leaders, 

because as the Chairman said, you've got to lead. We're going to support a 

solution when they get one, but we can't impose a solution on either side. 

 

Zach Goldfarb: Thank you. 
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John Engler: Sure. Have at it. 

 

Coordinator: And this does conclude Business Roundtable's briefing on the third quarter of 

2013 CEO Economic Outlook Survey. A transcript of this call will be 

available tomorrow. Please visit www.brt.org for more information. Thank 

you. 

 

 

END 


