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Dear Colleagues,
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LETTER OF THE CHIEF EDITOR

 

IAFEI 
Quarterly, 

I repeat our ongoing invitation, to all 
IAFEI member institutes, and to each 
of their individual members, to send 
us articles for inclusion in future IAFEI 
Quarterlies.
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For only the second time in the history of the 

survey, difficulty attracting and retaining qualified 

employees is the top concern of U.S. CFOs. This 

same concern ranks highly in many places around 

the world.

 

indicate that their currently employed managers do 

not have enough bandwidth to oversee an expanded 

Firms pull back on expansion: 89 percent of companies 

surveyed do not intend to pursue all planned projects 

inability to hire the right employees a binding constraint 

at about half of these companies.

managers lacks enough candidates with industry-

thinking skills for complex problems, leadership and 

people skills and judgment. Firms that say they struggle 

ethic. 

expect to pay higher wages, with median wage growth 

of about 3 percent over the next 12 months. Wage 

growth should be strongest in the tech, health care, and 
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IT employment

and retaining technology workers is causing a moderate 

North America

In the US, the Optimism Index fell slightly this 

point lower than last quarter but still far above the 

long-run average of 60. CFOs remain optimistic not 

only about the overall economy but about their 

own firms, too. Our analysis of past results shows 

the CFO Optimism Index is an accurate predictor 

of hiring plans and overall GDP growth.

Fifty-six percent of Canadian firms say a 

managerial labor shortage prevents them from 

pursuing all value-enhancing projects. Compared 

to other countries, a relatively large 42 percent 

of Canadian firms indicate that non-managerial 

labor is also constraining their ability to pursue 

desirable projects. 

Europe

Optimism is up at 63. Capital spending will 

strengthen to 6 percent (median 2.4 percent) 

growth, with flat employment growth expected. 

For the first time, the top concern among 

European CFOs is attracting and retaining qualified 

employees, followed by economic uncertainty, 

governmental regulations and productivity. Thirty-

six percent of European firms say that managerial 

labor shortages cause them to pass up value-

increasing projects. 

European firms are slow to increase the 

managerial workforce or hours worked because 

it is hard to get new managers up to speed, top 

management does not have the bandwidth to 

oversee additional projects, hiring more managers 

would reduce organizational focus and because of 

financial constraints. 

European firms find it difficult to hire non-

managerial workers possessing the required 

skills, and firms say they are hesitant to hire more 

workers now due to the difficulty in laying off 

workers later if circumstances change. Optimism 
is particularly high in France (61.9) and Germany 
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CFO survey: Optimism index

Asia

Optimism is somewhat lower at 60. Economic 

uncertainty, difficulty attracting employees, 

government policies, and weak demand for products 

are top concerns. Median 3 percent capital spending 

and flat employment growth are expected. Half 

of Asian companies indicate that a shortage of 

managerial talent is preventing them from pursuing 

value-enhancing projects, greater than the one-

third say that a shortage of non-managerial labor 

does the same. 

The top factors driving the shortage of managerial 

workers are financial constraints, ability to get new 

managers up to speed quickly and lack of bandwidth 

for current employees. IT shortages in Asia consist 

primarily of lack of innovation/product development 

support, sales and marketing support and operations 

support. As one sign that Asian economies have 

cooled, most companies indicate that they have 

fewer back-logged value-enhancing projects now 

relative to three years ago. 

Latin America

While the level of optimism is still relatively low 

compared to most other regions (57), Latin American 

CFOs are much more optimistic than they were 

one year ago. Optimism has improved the most in 

Brazil relative to one year ago, up to 57. Economic 

uncertainty is far and away the top concern among 

Latin American CFOs, with 70 percent of firms listing 

it as a top four concern. They are also concerned 

about governmental policies, weak demand, and 

access to capital. Capital spending and employment 

are expected to increase modestly (1 to 2 percent), 

which again is a year-over-year improvement.

Latin American firms are less likely than firms in 

the U.S., Europe and Asia to say that they bypass 

value-enhancing projects or have a managerial labor 

shortage. Among those firms that are struggling 

to hire the right management team, half say that 

financial constraints prevent them from hiring 

adequately and 38 percent say it is difficult to get 



newly hired managers up to speed quickly. About 

one-third of companies indicate that a shortage of 

IT workers is moderately or severely affecting them; 

among these companies, the greatest shortages are 

a lack of innovation support, operations support, 

analysis of big data and competitive intelligence. 

Africa

Business optimism in Africa is up from last quarter 

to 52, though still the lowest in the world. Capital 

spending should increase by about 3 percent, while 

employment will be flat. Though weak, both of these 

numbers are improvements from last quarter. The 

biggest concerns for African CFOs are economic 

uncertainty, governmental policies, volatility of the 

political situation, and corruption. Only about one-

third of African companies indicate that shortages of 

managers or non-managers restricts their abilities to 

expand. To the extent there is a shortage of desirable 

managerial candidates, companies indicate that the 

candidate pool is weak on both the desired hard and 

intangible skill sets.   

have been the most pressing concerns for your 
company’s top management team? 

Revenue 7.0 8.24 2.9 4.3

Inflation (Change in prices of 

own-firm products)
1.5 2.43 0.8 1.2 

Capital spending 6.6 2.74 8.1 4.2

Technology spending 5.2 5.26 8.9 5.2

R&D spending 3.2 1.62 3.4 1.3 

Advertising and marketing 

spending
4.9 2.68 2.5 1.7 

Employment – full-time 0.4 1.17 -0.49 3.4 

Wages and Salaries 2.7 3.79 1.65 3.9 

Health Care Costs 1.2 4.33 1.82 8.6 

Earnings growth 5.8 7.93 4.3 4.7 
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and the rest of the world permeated discussions at 

Finance (IBEFSP).

The event, which took place on September 27-29, in São 

business issues, the theme of infrastructure has gained 

goal is to share experiences, cultures and best business 

Luiz Roberto Calado, Chairman of the Congress Organizing 

growth. The idea of overcoming problems and advancing 

prevails, which made the agenda of the congress more 

world”, he said.

Igor Rocha, Director of Economics Planning of the Brazilian 

inaugurated the lectures with a speech in defense of 
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EVENT SUMMARY 47TH EDITION OF THE IAFEI 
WORLD CONGRESS FOR CFOS

by DÉBORA SOARES, LUIZ CALADO and PRISCILLA ARROYO, IBEFSP,



11

that the sector will gain new momentum and contribute 

As a complement to the report of Chairman Luiz Calado, 

we summarize other important panels of the Congress.

IAFEI leaders discussed issues pertaining to the 

Juan Ortega, IAFEI Area President Americas, pointed out 

that about $ 1.5 trillion is directed annually to bribes 

around the world, which means 2% of global GDP. In the 

in the world, especially among CFOs, is how to implement 

the code of business ethics. It is important to emphasize 

process, because it allows all hierarchical levels of the 

(IESBA), the body responsible for issuing ethical standards 

of its code of ethics in December, which should help 

maintain a unique analysis in audits. Accountants most 

this view may vary from one professional to another”, she 

noted.

are at the top of the list of concerns of professionals 

working in the region. Another latent issue is the possibility 

Reserve promotes the complete withdrawal of its current 

monetary easing program.

the Stock Exchanges. The risk inherent in this scenario is 

its monetary policy”, said Dominique Chesneau, a French 

CFO Panel: Companies reinvent to deploy new 

technologies

increasing emphasis - all strategic business planning, 

of three large publicly traded Brazilian companies and two 

panel mediated by Henrique Luz, Partner of PwC Brasil.

a third. Everything happens faster as customers demand 

In order to meet the new demands, the employees of the 

within a reformulated dynamic, which is presented by the 

have been redesigned to allow groups of professionals 

which brings a concept of latent diversity of ideas, a key 

factor in this agenda in search of greater competence in 

Klabin, one of the largest pulp & paper exporters in 

engine performance and can be accompanied by the cell 

phone,” said Eduardo de Toledo, CFO of the company.
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As a family business with more than a century of experience, 

at Klabin was the change in culture, which tends to start 

diversity in the Board of Directors, with the presence of 

young members. We also travel to Silicon Valley constantly 

in search of improvements”, said Toledo.

The change of culture was a path also faced by Gerdau, 

a centennial Brazilian steelmaker, which occupies the 

ago, which culminated in the entry of a non-Gerdau CEO,” 

said Harley Scardoelli, CFO of the company.

industry. In internal processes, we start using drones to 

control the scrap received at the factories”, said Scardoelli.

This cultural metamorphosis was also faced by technology 

specializing in selling online services in the cloud.

The role of the CFO is to evolve along with this 

understand the importance of the company in the market. 

he said.

Strategic risk management

CFOs take even more risks as they become involved in 

the strategic development of companies, which means 

the future.” It is with this argument that Wagner Roberto 

CEO and the CFO”, he said.

of compliance as investment rather than a cost. Defending 

that the compliance program needs to be implemented 

and monitored, Pugliese highlighted the risks of cyber-

to be watched more closely, especially when taking into 

monetary policy of the Federal Reserve. This scenario 

encourages companies already consolidated in the market 

to host an IPO opportunity”, said Robert McCooey Jr., 

Nasdaq vice president.



move to deleverage companies, which in many cases have 

opted to put their assets on sale and make cash. However, 

the distance between the intended price and what the 

buyer is willing to pay is large, which ends up curtailing a 

CEO of J.P. Morgan Brasil.

that while there are some changes in insider trading 

Congress Chairman Luiz Calado asked Eric Talley about the 

if it leads to a wrong decision making that needs to be 

corrected”, he said.

Fabio Henrique de Sousa Coelho, CEO of the Brazilian 

Regulator for Pension Funds (Previc), highlighted in his 

speech the need for this industry to reinsert itself in the 

movement to implement governance and control of 

industry to regain its lost breath in recent years.

managers of these funds undergo a permanent audit with 

groups of specialized auditors”, he said.

Although Previc is studying some new enforcement 

measures, Coelho emphasized the need for improved 

leadership training and good management to improve the 

cannot solve all the problems of the market with rules, so 

and compliance.”

these professionals in Brazil (CFO BR) and three bilateral 

Africa.

of South Africa (CFO X), which highlights the new 

competencies inherent in CFOs, said Luiz Roberto Calado, 

Professionals (AMMFG).

will be granted in the coming months by IBEF São Paulo. 

he said. In conclusion, he announced that IBEFSP members 

Morocco.

very successful event, said Fausto Cosi, Chairman of IAFEI. 

and I am happy to see that Brazil has the right spirit. 

Growth, not only from the economic point of view, but 

also from cultural sharing and greater professionalism are 
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It was a great honor to have been the chairman 

of the 47th IAFEI World Congress for CFOs. As 

the name itself suggests this is a global event 

that began in the 1960s. Since then, the world of 

finance has changed a lot: financial environment 

and products on the one hand, but on the other 

hand , the ability to deal with crises and to propel 

financial management has evolved accordingly.

This has impacted how professionals like us perform 

their function. The exchange between CFOs of 

different countries only became more important.

This congress crowns a journey that started 5 

years ago, as part of the strategic planning of the 

Brazilian Institute of Financial Executives SP, Sao 

Paulo, when one of the priorities was to intensify 

the relationship with the other countries.

If Institutes of Brazilian Financial Executives from 

other states of the country agreed and supported 

identified us as the largest leadership in the area 

- accepting the Brazilian association, and relied on 

our ability to host this event in Brazil.

BRAZIL

LATIN AMERICA AND GLOBAL CONNECTIONS: 
INNOVATION IS THE ENGINE FOR DISCOVERY OF 

OPPORTUNITIES

By LUIZ CALADO – Chairman of the 47th IAFEI World Congress, organized by IBEFSP, the Brazilian IAFEI Member 

Association.
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This whole process has taken a lot of effort in recent 

years, and I am grateful to all the international and 

Brazilian leaders who have made this possible. 

The moment is favorable to Brazil, with both the 

control of inflation and return of economic growth.

This allowed the country to focus on congressional 

themes consistent with the global agenda of 

financial executives. Our themes have been 

selected to allow a high-level discussion. In the 

next paragraphs, I select some of the best moments 

of the congress.

disposal.

The role of the finance executive in the digital 

journey

The scenario of digital transformation in the market 

and in the media has a direct impact on the way 

of doing business. This context has brought about 

exponential changes in the work routine of Oracle, a 

company that has shifted its position from software 

vendor to becoming a service provider. The change 

Business Development Executive for Latin America, 

held on the second day of the event.

to a business unit, there was a significant change 

in the ecosystem of the company. If we used to 

make large and unique sales, today we have annual 

contracts, which directly impact my operational 

team.

According to the executive, there are two special 

challenges in the process: reducing costs and 

communicating changes to the staff. Another aspect 

of the strategy is to attract young professionals 

that they are ready to enable transformations, to 

convince young people and other employees to see 

the new,” he said.

CFO Global panel: Diversification and good 

practices

Amid positive expectations related to the 

conduct of economic policy in Brazil, CFOs of five 

multinationals with operations inside and outside 

Latin America discussed financial and infrastructure 

issues. One of the options faced by companies to 

deal with the crisis is to diversify operations and 

investments in the face of the global business 

scenario as they seek to organize themselves to 

attract the attention of the capital market.

Mr. Augusto Ribeiro Jr., CFO of Iochpe-Maxion, 

asserted he intends to continue investing in Brazil 

and also in other emerging countries, such as India, 

which has a favorable logistics chain and tax system. 

He claimed they are building a factory there.

Already mentioned as positive, prospects for 

operating in Brazil in the next few years  bring yet 

AkzoNobel.

One of the most repeated demands by Brazilian 

and foreign investors is the promotion of a more 

transparent and secure business environment in 

confidence of our shareholders” said Davide Mele, 

deputy chief operating officer of Fiat Chrysler. 

Pieter de Jager, CFO of the Afrisam Group, pointed 

out that in addition to the tax issue, another 

barrier to be broken in developing countries is the 

we face the same topic in Africa. To overcome 

this, we need more involvement with financial 

institutions, since there is a lot of capital waiting 

for an opportunity. If Brazil continues to pursue this 

path of structural reforms, there is a big chance 

that the capital market will meet the infrastructure 

needs”, he said.

Mohamed El Fezzazi, leader of the DHL tax area in 

Morocco, stressed the importance of compliance 

our biggest challenges is to educate our employees 

about transparency and good management 

practices. I believe that in the next decade we will 

achieve this goal”, he said.

Global CEO Panel: Innovation and governance at 

the top of the agenda

Altair Rossato, CEO at Deloitte, acted as panel 

mediator on the subject of innovation and 

governance - composed by three other executives 

– with topics ranging from technology and 

infrastructure to business models.
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Ana Paula Assis, general manager at IBM for Latin 

America, stressed the importance of the technology 

sector, which in its evaluation has undergone 

technologies had previously automated business 

processes over the past three years, they have also 

been used to improve the customer experience and 

have a key role in creating new products”.

Era of change - The need to change the culture 

of companies for the implementation of the 

technological apparatus is one of the main 

obstacles faced by organizations in Brazil. According 

to Paulo Melo, the director of Serasa Experian, as 

companies modernize, the tendency is for more 

foreign investment funds to have an interest in 

to show the world the capacity of innovation of our 

organizations amid the background of resumption 

of economic growth, in which the default rate 

decreases and consumer confidence increases”,” 

he said.

very relevant because it enables a good level of 

competitiveness linked to social responsibility”, 

said Maurício Barros, CEO at DHL Supply Chain in 

Brazil.

In the opinion of Carlos Zarlenga, president of 

General Motors, Latin America has a complicated 

history regarding the maintenance of good 

an opportunity to rethink the future, because good 

governance makes the company more competitive”, 

he said.



Mrs. Wolf, after the change at the top management, 

previous one?

Even something good can be improved. That is how 

I would subscribe the theme. Three years ago, we 

brought the group in a new position. With Nutrition 

& Care and Resource Efficiency we have defined 

two new growth segments and with the segment 

Performance Materials we have rather created a 

business area which is driven by efficiency and cash-

flow. This positioning has been right and still is, and 

has contributed to a sharpening of the profile in the 

business segments. Now, we need to address the next 

step. 

We have the vision to become the best specialty 

chemicals group. The question is how to get there. 

Regarding this, essential aspects has been already 

mentioned by Mr. Kullmann after his inauguration in 

May: We must redirect the portfolio in a stringent way 

and we must allocate the capital which is available to 

us in a disciplined and consequent way. The corporate 

culture must support these objectives. We need a 

feedback-culture, which produces more agility over 

time. One of the first steps was to create a broader 

discussion forum with the enlarged managing board, 

also the four heads of the business segments were 

included. These are more effectively addressed and 

more responsibility is allocated to them.

This sounds as if Evonik had been managed per decree 

We are a traditional corporation group from Germany 

which – on principle – has been managed in a rather 

hierarchical way. This must be changed gradually. 

ACQUISITIONS DECREASE THE DEPENDENCY FROM ANIMAL FEED BUSINESS UNIT

Interview with Mrs. UTE WOLF, CFO of Evonik Industries AG, from Börsen-Zeitung, Frankfurt am Main, Germany, September 

17
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Of course, also before and earlier there has been 

feedback. But it is all about the understanding how 

we want to work together. Now, we must fill this 

thrust with life.

This has nothing to do with hierarchy. It is rather about 

the question of cooperation. How are decisions being 

number of hierarchical levels, Evonik is not made with 

so many levels at all. It is rather the question how 

quickly somebody raises the voice when a project 

is not working as planned. Keyword: error culture. 

Searching the best solution needs more openness. 

That applies to the business segments and further 

sites.  As of today: There are no candidates for sale.

group managing board of six people had been installed. 

management holding. Will this remain unchanged?

what had been started three years ago. Especially in the 

growth areas we must focus ourselves in a stronger way.

Regarding the performance materials segment, there 

looking for a purchaser?

applies to the business segments and further on to 

As of today: There are no candidates for sale. However, 

decisions at the highest level. Especially at the business 

segment performance material we see quite a lot of 

end of what is considered as being possible, although 

Yes, in the sense of efficiency. We have started very 

well, but we still have a number of projects in the 

making. Because of this we expect further value 

improvements.

partnerships. Are you exploring this?

At present, we have no concrete plans in this 

respect for any of the business segments, also the 

performance materials segment. But the portfolio is a 

living constructure and we will always examine if our 

activities meet our objectives.

In the business segments the business of methionine is 

The methionine business is certainly not problematic. 

It is true that in the past two years we have seen a price 

normalization there, after we could sell at extremely 

high prices in 2015. However, the methionine market 

continues to grow very well with a rate of 5 – 6 % 

annually. We are very strong in this business and we 

are represented with production facilities worldwide. 

Regarding production we are cost leader.

prices. But we cannot lean back, of course. When 

the market grows, there is the danger that also the 

Remember the joint venture with DSM in the range of 

18



In this year, a Chinese competitor has started the 

production of a new plant with methionine. A 

Japanese competitor has announced the start of a 

new production plant by end of 2018. And at the end 

of 2019 we shall start with our new production plant 

at Singapore. This sounds like a lot, but it is not much 

against the demand growth of 60,000 to 70,000 tons 

annually. The new capacities will be needed the next 

3 – 5 years. This is occasionally perceived as over-

capacity.

What does that mean for the price development?

We are making no price-forecast. Now, we have 

arrived at a level of the long-term average. In the 

second quarter there had been smaller price-

decreases in little partial markets. At the beginning 

of July, we have announced a global price increase by 

15 %. It is too early yet to say how sustainable this is. 

But the first signals are encouraging. 

In the past, the methionine business has dominated 

business?

cores, even though today at a normalized level.

any changes to this?

This relates to our strategy. The capital expenditures 

made in the growth segments. Performance Materials 

products and technologies, very precisely aiming at 

Evonik at a glance

Shareholder Structure

RAG-Foundation

67,9 %

Market capitalization
Status September 15, 2017

13,4 Billion Euro

Source: Corporation, Thomson Reuters

Free Float

32,1 %

Sales in million Euro

2016

2017
6363

7296

Adjusted Ebitda* in Mio. Euro

2016

2017
1150

1247

Group Profit in Mio. Euro

2016

2017
405

394

Net Financial Position in Mio. Euro

2016

2017

598

-3087

* Earnings before interest, taxes, depreciation and special factors

Group in the first Half Year 2017

Long Term Rating

Moody‘s

Standard & Poor‘s
Baa1/stable

BBB+/sable
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We are very advanced yet; the closing was on January 

everybody knows his piace. Especially regarding the 

20



realized such synergies?

composed of 60 Mio. Dollar cost synergies and 20 Mio. 

Dollar sales synergies. In the present year, we expect to 

realize 10 – 20 Mio. Euro. Synergies in purchasing and in 

have been realized in 2018/2019?

Exactly. Especially because our cost synergies are not 

based on personell measures so much. Here, it is indeed 

exact single measures.

which we know the market- and customer-structures, 

Nobel? Would that suit for you?

comment on individual themes. For us, it is important 

roundabout 4 Billion US-Dollar, we have maintained our 

of course, especially regarding the points of view 

concerning growth and margins. 

it is not that simple as you have to look very carefully at 

There is not a patent recipe for this.

To say it clearly, it is not about making a larger 

also decisive how stable the businesses are. At this, it 

the promises in a reliable way and we have always paid 

have started with the funding of our pension provisions. 

All of this plays a role. 

comes rather in second place. Is this right?

over to hybrid capital and over to a capital increase. This 

with all shareholders. However, I would not reduce the 

21



reasons?

With a shareholder price which is below the issuing price, 

There are a number of factors which are responsible for 

this. We have gone on our way several years ago, to get 

and declared how we want to achieve this. Looking 

the market and is not helpful to raise the stock price.

With a shareholder price 

which is below the issuing price, 

trust?

stronger look to the naming of the promoters of growth. 

want to grow faster than the world economy. At the 

we are dividending out. We are now rather looking at a 

About the Person:

Ute Wolf has made it. Since October 2013, the 49-year-

old belongs as CFO to the managing board of the 

chemical group Evonik and it speaks for her that she has 

survived many changes in the management board of 

stock price development. Especially the stock slump 

following the balance sheet press conference 2016 has 

The CFO herself, who especially speaks on facts with 

conferences. The road shows are both, duty and honour, 

Her professional career began in 1990 with the training 

over to Deutsche Telekom Group as team head of risk 

came the change to Düsseldorf as head of department 

METRO, before in 2006, she went to RAG-group as head 

new Evonik-group emerged. With Dr. Wolfgang Colberg 

leaving the management board in autumn 2013, Mrs. 

Wolf moved up into the managing board.

From Börsenzeitung, Frankfurt am Main, Germany, 

Germany, translator: Helmut Schnabel
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in 2018. What can the CFO contribute to the 
celebration?

For me, it is the occasion to observe the long-term 

context and to ask, what a CFO can contribute in 

order that a company becomes so old. During all 

times, financial stability is an important condition for 

successfully doing business. In a family corporation 

like Merck, the CFO in addition has a special role 

as intermediator between the family, which owns 

70 % of the shares, and the other shareholders. 

Of course, we want to have the celebration also in 

an adequate way for our employees without doing 

financially unsound measures in this context.

groups to an agreement at all?

The family takes a very long-term perspective when 

it comes to the further development of the group. 

For this family it is the top objective to hand over 

the corporation in an even better condition to the 

next generation. Against this stand the often rather 

short-term determined interests of the capital 

market.To maintain a balance here belongs to the 

most important tasks of the CFO at Merck.

INVESTOR  

THE ADVANTAGES OF THE CONGLOMERATE GROUP AND THE DIGITAL CHALLENGES

Interview with Dr. MARCUS KUHNERT, CFO of Merck Group, Germany, from Börsen-Zeitung, Frankfurt am Main, 

GERMANY
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is a larger homogeneity of the interests between the 

shareholder groups than one would suspect to see at 

investors on quarterly results.
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Has it been possible in the long history of the Merck 

I

two World Wars. At the end of the war in 1945, Merck 

achieved a turnover of converted 5 Mill. Euro which 

were modest dimensions. In 1959, the mark of 100 Mill. 

pressure by the capital markets is a good complement 

to the year 1919. Volume : 7 Mill. Deutschmark.

in the year 1668. Probably, risk capital has been scarce 

The risk was borne by the company founder Friedrich 

the Engel-Apotheke (angel-pharmacy) at Darmstadt, has 

obviously succeeded as a start-up. In our industry I do 

Merck, at last, has put the business on a broader basis 

future?

for example, the business area life science is a stability 

which has sustained growth and which is producing high 

are following almost a binary logic : A new drug is 

With this, we equalize business cycles on a world-wide 

basis.

shareholder-structure. The typical argument for 

is not true for Merck, because the family shareholders 

have their property invested in the company, and 

announced that we are selling our biosimilars-business 

to Fresenius. Among experts, there is – by the way – 

the management in each case and thus, whether the 

Meaning, whether or not, there are transparent and 

have exceeded the capital costs.

Yes. Though the pipeline, which we took over, did not 

the products, which had already been introduced to 

of your share?

If one looks at the average of the reports of analysts, it 

is at around 10 %.
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Darmstadt, we also pursue the objective to raise 

even more synergies between the business areas, 

especially as regards research and development.

integration. Is it true that this has been achieved 

We are doing well in line with the plan, but we have 

not yet fully completed it. When we originally defined 

a synergy target for 2018, we have now exceeded 

it by 20 Million to 280 Million Euro. In the current 

year, a few things are still ahead of us, especially the 

optimization of production and supply chains. Also, 

on the sales side we still have to complete one or 

more integration measures. Here, at the beginning, 

we have been cautious in order to not put the sales 

dynamic into danger.

The debt ratio is already back to 2,4. In spite of this, 

acquisitions until the end of 2018. Why so cautious ?

This is a tightrope walk. On the one hand, we have 

to make certain acquisitions from time to time in all 

three business areas, in order to remain competitive. 

On the other hand, there exist  clearly communicated 

targets with regard to the rating agencies and thus 

with regard to debt-investors.

benevolent, though ?

Right. Behind this is the expectation that we will 

quickly reduce the comparatively high level of debt. 

The rating agencies are granting a manouvering 

time to Merck on a basis of a fast debt relief after 

acquisitions in the past and on the basis of the 

diversified business model. This time we must utilize, 

in order to bring back our financial ratios, especially 

the relation between operating cash-flow and debt, 

in a dimension which justifies the present rating. This 

results in a clearly defined path for the reduction of 

debts. Thus, our financial flexibility is limited, until 

we have a relation of net debt to ebitda again, before 

special effects, of around 2.

Merck at a Glance

Otherwise, we would run the risk not to meet the debt-

ll
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interest rate level. But Merck has used hybrid bonds for 

such bonds is that, when designed in a special way, the 

character as subordinated debt, the hybrid bonds are 

ranking two levels below the corporate rank:ing. Here, 

just about in the investment grade range and would land 

with one level lower in the junk: area. We want to avoid 

this in any circumstances.

and probably with a loss. That would not be helpfui for 

our standing in the market. We want to prevent this in 

any case.



employed would exceed the capital costs again. All other 

pipeline are pushing the expenses for research and 
development. For 2017, you have announced higher 

further in 2018 ?

by the way of the agreed upon sale of the biosimilars 

business, research and development costs will go away 

with it. On the other hand we have many projects in the 

which puts away pressure on the earnings.

out of your pipeline. Will you manage to realize this, 
against the background that presently the liquid cristal 
business is shrinking ?

a strategic decision for the enhancement of one of 

maintain the margin on the level of the past. The well-

best segment by far of the business area is going down 

in importance because the business with liquid cristals is 

not growing any more.

But it also plays a smaller role than in the past ?

The liquid cristal business today contributes less than 50 

exist next to it three strong areas which develop very 

This one cannot answer at this stage. Here, we have 

in the high-margin liquid cristal business 200 – 300 

successful.

For us, not much has changed. We recognize a higher 

result on the numbers. The weakness of the Dollar was 

in spring. Which impressions have been the most 

There, but also previously, we had studied scenarios 

would mean when  material for research labs could only 

of drugs whereas the management of clinical data is at 

be open for digital business models. To this theme our 

decisions.
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is being informed when there is a threat, that the 

in the area of improved sales forecasts which do allow 

us to lower our holding of inventories. The third theme 

controller.

intensity and profoundness of change are increasing 
and because one must approach themes and subjects 

near future. On the other hand, the understanding of the 

things rather more by way of trial and error.

About the person 

Being Sporty

When Dr. Marcus Kuhnert started as CFO at Merck 

three years ago, he could quickly manage all aspects 

heavy takeover of the US-lab specialist Sigma-Aldrich. 

many years before, was familiar with the requirements 

as a mediator between the more long-term interest of 

family shareholders and the short-term thinking of the 

new technologies.

business engineer and doctoral studies at the Technical 

University Darmstadt, he started his professional career 

at Henkel as corporate controller in 1999, he then 

at Singapore as regional head for the glue-division and 

of strategy development. Kuhnert is married and has 

three children. The fan of Eintracht Frankfurt soccer 

several injuries he is engaged in this sport only from the 

His next challenge is his 50th birthday in the upcoming 

year.

From Börsenzeitung, Frankfurt am Main, Germany, 
August 19, 2017.   

translator: Helmut Schnabel
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markets?

Ladies and gentlemen

It gives me great pleasure to be back in New York and 

at NYU. 

Today I want to talk about two things: chocolate and 

Nobel prizes.

upon a story that connected chocolate and Nobel 

prizes in a way that reminds me of how we talk about 

2012, a New York-based physician and researcher 

published a note in the New England Journal of Medicine 

in which he analysed the link between chocolate 

won, with the US and Germany achieving only a 

mediocre ranking.

While the author himself was careful not to claim that 

he had found a causal link, he highlighted an extremely 

was quite close to being a perfect line. Thus, others were 

tempted to debate the merits of launching a government 

always based in fact.

 

Confusing correlation with causation is amusing 

– but it is also disturbingly similar to what we are 

seeing in current political debates. Is the idea that 

more chocolate leads to more Nobel prizes really 

any different from the idea that protectionism 

any different from the idea that Brexit or the 

WHAT’S THE FUTURE OF GLOBALISATION? 
WHAT’S THE FUTURE OF FREE MARKETS? 
EUROPEAN OPTIMISM IN AN UNCERTAIN WORLD 

Dr ANDREAS DOMBRET Member of the Executive Board of the Deutsche Bundesbank Eurosystem/German 

GERMANY
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breakup of the European Union would bring with it 

Across the globe, populism is on the rise – leading many 

to fear that the post-war economic order is coming to 

My impression is that many people in the United States 

Some of you may be wondering whether I have brought 

has been done to resolve the economic challenges that 

underscore populist success.

I will start in the present by giving you my take on the 

current state of the European Union. Much like in the 

causes of these problems. Next, I take a look back 

at the past to explain that the root causes lie at the 

heart of our market economies – the tension between 

more than 200 years. Finally, I will turn to the future to 

several concrete policies that could serve to implement 

these principles.

crisis, the pace of recovery in the euro area has been 

slower than it has

been in the United States. Lately, however, there have 

been signs of a broad economic

recovery.

area, with sound GDP growth of 0.6%

for the second quarter of 2017. Unemployment stood at 

9.1% in July, down from its peak of

12.1% in 2013.

But a recent study has shown that the labour market in 

suggest, with workers unlikely to see real increases in 

about 15% to 18% of the euro area workforce are without 

jobs or would like to work more – which is nearly double 

even growing in weaker labour markets, such as those 

in France and Italy.

area is one of the gravest ongoing consequences of the 

high level of underemployment in peripheral regions 

and among young people.

 

Thus, while the euro area economy looks increasingly 

healthy on average, it becomes clear on closer 

And this is one of the reasons why extreme populists 

the front woman of the far right in France, did not 

become the French president, and Geert Wilders, her 

counterpart in the Netherlands, did not become part of 

the Dutch government. So yes, there is reason to be a 

come to that in a moment.

In my eyes, though, the positive outcome is one 

conservative Union gained the majority again. But 

she faces the difficult task of forming a coalition, as 

only two options are possible. The first, which is to 

continue her current grand coalition with the social 

democratic SPD, has little chance of success as the SPD 

wants to go into opposition. Second, she could form 

what has been dubbed the Jamaica coalition with the 

liberal Free Democratic Party and the Green party. 

While all parties are willing to enter into negotiations, 

it will be challenging – finding common ground, will 

take creative political agenda-setting and political 

diplomacy. But I am confident that an agreement can 

be reached. Thus, I am confident that the stability of 

the German political landscape will remain intact. 

And with that the strong growth momentum of the 

German economy will also remain intact, which, in 

turn, will be a strong basis for continued growth of 

the Euro area economy.

to the root causes of populist success. This is mirrored 
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the third-biggest party in the Bundestag, with almost 

an established fringe group of far-right voters; second, a 

group frustrated with how the government handled the 

of economically disappointed people. About half of the 

demand that they be reversed.

to Nobel prizes. And they overshadow the actual 

economic challenges.

If we do not solve these actual challenges, populist 

economic tensions could become the roots of serious 

one word: Brexit.

In June 2016, UK voters decided to leave the EU – they 

had been told that they would be able to save their 

once again be sovereign in the global economy, all 

campaign was

 

chances are it will be a hard one – by which I mean that 

The UK and the EU will go their separate ways in March 

terms of their new partnership could be drawn up. 

What kind of economic partnership this will be has 

EU and the UK will trade under rules set by the World 

friendship between the UK and the EU.

the root causes of our economic problems. But a simple 

The EU appears stronger today than it did a year ago. 

This was mirrored in Commission President Jean-

plan to reform the EU, as set out in his speech on 26th 

of September. I agree with them that a strong EU is in 

the best interest of all Europeans and that it can play an 

Taking economic and monetary union as an example, 

there remains a lot to be done to become a stable 

monetary union – in the case of the United States, 

But let me be as clear as I can: I am a passionate 

European, and I want the EU to become stronger and 

panacea for the problems in our market economies. Our 

problems are not that we cooperate at a European or a 

give us a glimpse of the fundamental challenge that 

our economies are facing – and this holds, to varying 

degrees, for all developed market economies.

economy

It lies at the heart of our market economies: it is the 
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on the one hand, and social cohesion, on the other.

through the eyes of two great economists: Adam Smith 

explained in the 18th century that if you allowed people 

to work

 

wherever they want and for whomever they want, the 

born.

Vermont. Thinking about the root causes of the rise 

of fascism in Germany and Austria, he realised the 

economic tensions that underscored the ascent of Hitler 

and his like. He understood that the rise of the market 

economy had brought with it not only unmatched 

prosperity but also rising social hardship and tensions.

He studied the emergence of modern market economies 

to produce goods. Workers needed to be drawn away 

labour came to be seen as an economic resource – one 

social structure, as people were now relying on a macro-

Thus, while the market economy created much 

prosperity, it did also change society. Polanyi realised 

that this led to a struggle that helped to explain 

liberalised markets would create change and prosperity, 

but the social problems that they created would lead 

You can look at the history of the markets over the 

the 1930s, laissez-faire liberalism led to markets being 

quite unconstrained, which created social tensions that 

contributed to the rise of fascism.

wealth and welfare states, during which the markets 

This episode, however, came to an end with the decade 

The response was to liberalise the markets once 

rising populism and socialism, are symptoms of a bigger 

problem of our market economy model.

Now, that was a fast ride through 200 years of economic 

history. And to be clear, much of this story has been 

My point is that, at

their core, our market economies are fraught with 

tension – the tension between free market exchange, 

on the one hand, and social cohesion, on the other. This 

 

model can survive.

economy

can do to make our economies future-proof.

Three principles, in my mind, should guide our 

discussions.

First, we need a fairer market economy. What do I 

environment, the lowering of labour standards or the 

can threaten social cohesion.
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To prevent this, we need to strike the right balance 

dynamics of market economies, and policies that 

ensure the social cohesion that is necessary for market 

serve to strengthen the social security system, which 

those who are unemployed.

for other professions.

The second principle is that we must tackle the hidden 

problems that are weakening our market economies. 

We need an open and honest debate about these 

problems, even though the debate might not be 

promising in terms of electoral gains. Because if we 

once they own the debate, facts will certainly play less 

of a role.

Let me give you an example of what I mean: where 

but one important aspect needs more debate than it 

than debt-based. And the tax base has been seriously 

 

household wealth, which is USD 7.6 trillion, was in tax 

our tax codes are outdated and not ready for the digital 

are also being taken here.

OECD and G20 countries have agreed on the BEPS 

all signatory countries. A promising approach is the 

And this brings me to the third principle: we need 

and a borderless global economy.

to run their economies independently.

the banking supervisors from the G20 – currently 

III agreement; and we are close to an agreement. That 

would bring global minimum standards to regulate 

considering a small banking box, with less complex rules 



But let me make one thing very clear: focused 

5 Conclusion

Ladies and gentlemen

To my regret, more chocolate does not lead to more 

Nobel prizes – even if it looks that way.

 

Neither the US nor Europe has yet sorted out the 

economic problems that contribute to the success 

of populism. I am an optimist, so I would say that 

we have made progress – but we are certainly not 

there yet.

Our economic policies need to strike a balance 

between Smith and Polanyi – enabling the 

competitive dynamics of market economies while 

safeguarding the social cohesion indispensable to 

democratic societies.

You may not share all of the policies discussed. 

But I hope we can debate on the basis of the three 

principles: a fair, social market economy; the need 

to identify and tackle hidden problems; and better 

globalisation through focused global cooperation.

This debate will not come easy: many must be 

willing to overcome their ideological convictions. It 

is only in this way that we can harness the benefits 

of market economies and limit their social costs, 

that we can create better market economies and 

a better global economy, and that we can stabilise 

our economies and our democracies.
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Digital economy1

-

-

-
2, which 

underlying principle is to warrant fair and growth-oriented tax 

-

-
3

shall not be limited to digital business models, which cannot be 

At the current stage, no conclusions can be drawn with certain-

-

1 

-

cheaper, more powerful and widely standardized, improving 

-

tors of the economy”.  Cf. OECD, Addressing the Tax Chal-

2

-

-

from the Commission to the European Parliament and the 

3 OECD, 

, September 22, 2017..

4.  The bu-

siness sector is thus compelled to monitor closely the relevant 

-

-

-

Project 5

-

is held to have been fully developed such to be applicable, yet.

is created and therefore should have the right to tax it.  The new 

-

rent from the above – as more appropriate to indicate nexus in 

4 

-

Commission.

5  OECD, Addressing the Tax Challenges of the Digital Economy 

to addressing the loopholes and mismatches of the interna-

TAXATION OF  DIGITAL BUSINESS 

by PIERGIORGIO VALENTE
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digital economy.  Such factors are divided into three categories:

amendment of transfer pricing (TP) rules to determine the part 

-

has been recognized.

country-level on gross outbound payments for online purcha-

the new nexus approach.  However the OECD acknowledges 

of such mechanism.

-

-

mon relevant approaches.

-

economy in the short-term.  Remarkably, the long-term posi-

consensus is lacking.

consensus, the Commission seems to favor (i) change of the exi-

The former (nexus approach) is presented in the form of virtual 

-

ce.  Following establishment of such nexus, amendment of TP 

-

-

new rules on virtual PEs and corresponding TP would probably 

-

ges of digital economy would be restricted to the EU.  In such 

-

ted in the 2016 proposal for a Common (Consolidated) Corpo-

rate Tax Base6.  In a nutshell, this proposal envisages corporate 

taxable base to be calculated according to the same rules throu-

ghout the EU.  The single EU taxable base arising would then be 

7.  

expected to be achieved8.

-

as soon as possible.  In this context, the Commission endorses 

-

economic presence from digital services.  It is recognized thou-

to such measures.

 

-

nomy, as it is the main driver of business developments today.  

-

-

to tax digital business.  Yet, such consensus seems hard 

to reach.  

-

U.S. tax reform currently discussed  seems to target 

only certainty is uncertainty and is, beyond all doubt, 

harmful for the development of digital economy and the 

6 European Commission, Commission Proposes Major Corpo-

rate Tax Reform for the EU, Press Release, 25 October 2016.

7 

8 In fact, the CCCTB was launched by the Commission in 2016 for 
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EXPERTISES

Below, are a few thoughts on 

my personal itinerary and ex-

perience in preparing this tran-

sition.

THE METRONOME

Many do not understand how 

one of  the main roles of  the 

CFO is to beat that invisible 

drum dictating the pace of  the 

enterprise, and leading the in-

visible dance of  the operating 

cycles. The planning cycle. The 

investment cycle. The strategic 

planning cycle. The various 

disclosures and !nancial repor-

ting cycles. The numerous sta-

tutory and regulatory com-

pliance cycles. The list is long.

This crucial role has invariably 

transformed us into creatures of  

habit. While we are asked to 

write (most of) the sheet music 

for the dance, we are also the 

Prima Ballerinas of  corporate 

life. When we choose to give it 

up, the ticking of  the metro-

nome in the background can be 

sorely missed. Of  course, this 

will not hold true for all of  us, 

but it remains a signi!cant risk 

that cannot be ignored. An early 

preparation is good hygiene. 

For a long time, I have found 

comfort in knowing with consi-

derable advance what my tra-

vel and business schedule 

would be. As one prepares for 

change, it is good to savor the 

sweet taste of  improvisation, 

and living by the day. Whatever 

occupation you may choose for 

your time, I recommend it is 

one that you can conduct wit-

hout a !xed schedule, yet fol-

lowing the inspiration of  the 

moment. 

hroughout my CFO 

tenure, when asked to describe 

my job to junior associates, I 

have often used a series of  me-

taphors to frame the job 

content and prerogatives. The 

iconic representations I have 

traditionally used are: “The 

High Priest”, “The Compass”, 

“The Rudder”, “The Consi-

glieri” (this one especially be-

trays my Italian heritage), “The 

Shepherd Dog”, and finally 

“The Metronome”. 

It is a non-exhaustive way to 

dissect the job in its key pillars. 

All sorts of  nuances may apply, 

and different CFOs may distri-

bute the weighting among 

these characters differently 

following their personal bias. 

They all coexist in us and de-

!ne, to a large extent, who we 

are and how we are perceived.

As we commence on a new 

adventure, some of  these per-

sonas may become cumber-

some presences in our lives. We 

like it or not, they de!ne us. All 

of  them will try to get in the 

way of  change. 

Some will prefer to continue 

along their old ways even after 

the CFO phase of  their lives has 

ended. Still, if  painless transfor-

mation is a goal, I strongly re-

commend that some strategies 

are adopted to keep our emble-

matic figures in check, and 

eventually leave them behind. 

A CFO guide
A few thoughts on  
my personal itinerary and 
experience beginning to 
prepare this transition
There comes a time for a cowboy to ride into the sunset, and say goodbye 
to his corporate life and career. It may be due to age, health, changing 
circumstances, or simply, he wakes up one morning and decides he has 
had enough. While this is bound to happen to all the characters populating 
the C suite, the transition into a new life can be especially traumatic for 
a CFO. Why is that? What can we do to ensure an enjoyable leap into one’s 
second (sometimes third or more) life?

T

1.  Paolo de Ruggiero has held many 

CFO jobs, in recent years within GE 

Capital and Expedia Inc. He is also an 

amateur lyrical singer, author, 

miniature-scale farmer, and a mediocre 

golfer. He currently lives in Paris with 

his wife Angela and three dogs.

BY 
PAOLO DE RUGGIERO
FORMER CFO WITH GE CAPITAL AND EXPEDIA, 
AND AN AMATEUR LYRICAL SINGER AND AUTHOR 
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