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If you're a CFO what problems should be on your mind in 2012? Here is CFO World's top selection on CFO concerns

1. Sovereign debt crises won't go away
Greece, Ireland, Portugal, Italy, Belgium, Spain -- even France. The sovereign debt crisis will not go away in 2012, despite the efforts of the European Union's leaders to draw a line under it.

"Debt is now a serious measure and will spook the rating agencies as well as the markets," notes Stephen Archer, a business analyst and director at Spring Partnerships, a strategy development consultancy.

After Greece, other countries -- including Ireland, Portugal and Spain -- may come under pressure from voters to ask for debt reduction rather than face years of austerity measures, predicts Dr Robin Gowers, senior lecturer in economics at Anglia Ruskin University. As a result, CFOs will need to factor a range of scenarios into their forward planning.

2. The euro will face more threats
CFOs of companies that do business in Europe will have to continue to factor in the possible exit of economies from the euro -- or the possible creation of a two-speed euro for strong and weak countries.

"The sovereign debt crisis has become a major threat to the real economy," says Geraint Johnes, professor of economics at Lancaster University Management School.

"If an orderly exit of some economies from the euro cannot be negotiated, then fiscal integration that goes substantially beyond the existing proposals is needed."

3. Growth will be hard to find
There may be some bright spots in the UK economy in 2012, but they will be hard to find. With all the uncertainty, growth estimates are being constantly revised -- usually downwards -- but there are now few economists who predict UK growth outside the range of zero to 1 percent in 2012.

Most European economies will fare little better. Asia will continue to grow at rates which are more modest than in the past, but stratospheric by Europe's current standards.

"Only the very brave will be investing for growth," says Eric Hutchinson, chief financial officer of Spirent Communications, a FTSE-250 network technology company.

4. Markets will remain unstable
Expect a year of yo-yoing prices and indices as nervous dealers react to every piece of good or bad economic news with exaggerated optimism or pessimism. CFOs will need to raise their game in investor relations to ensure that investors understand that their company's fundamentals remain strong despite febrile market sentiment.

"I doubt either bulls or bears will be in control in 2012," says Graham Gordon, partner and head of wealth management at chartered accountants Moore and Smalley.

Don't bet on the FTSE 100 rising much above 5500 for most of 2012, adds Archer.

5. Expect the pound to have a difficult year
"With UK growth weak and the Bank of England happy to introduce more quantitative easing, there is little scope for sterling to rally," says Richard Driver an analyst at Caxton FX.

"The plight of the pound will be determined by Europe to a large extent, as the euro is intrinsically linked to sterling right now," adds Chris Redfern, senior dealer at Moneycorp.

"If the UK can avoid a double-dip recession and muzzle rising inflation, the pound will slowly start to strengthen. If the European debt crisis isn't resolved and the euro weakens, so will the pound."

Uncertainty will make decision-making more difficult to CFOs whose companies are exposed to FX movements.

6. Pressure on margins will continue
Figures up to the end of the third quarter showed input prices for manufacturers rising at 16.2 per cent a year. There will be continuing rises in 2012, even if the headline figure declines slightly in response to stabilised energy costs.

But most companies will face price and margin pressure from customers as wages continue to lag behind inflation and the number of unemployed continues to rise.

CFOs will need to seek innovative ways to contain the pincer movement of both input and customer-led price pressure in order to defend margins.

7. Inflation may reduce more slowly than expected
The conventional wisdom says that inflation will decline from a peak of more than 5 percent in 2012 to around 3 or 4 percent in 2012 - and by more thereafter. However, the quantitative easing (QE) programme launched by the Bank of England could intensify inflationary pressures, especially if QE is extended from the initial level of £75 billion.

The first £200 billion round of QE added around 1.5 percent to inflation, according to the Bank of England.

"The best way to avoid further bouts of instability is to return to a semblance of economic and monetary orthodoxy," says Stephen Gallo, head of market analysis at Schneider Foreign Exchange.

"Doing so involves central banks taking tough decisions, not printing more money."

8. Banks may need to be recapitalised (again)
With the prospect of "taking a haircut" on Greek debt and an increased level of corporate insolvencies, banks may need fresh recapitalisation. An autumn meeting of European finance ministers suggested the continent's banks may need €106 billion of new capital but the International Monetary Fund has suggested it could be around €200 billion and possibly as much as €300 billion.

Faced with this need, CFOs may find that banks continue to be unenthusiastic about corporate lending as they rebuild their own balance sheets.

9. Watch out for more insolvencies
Restructuring specialists are predicting a high level of insolvencies in 2012. This means that CFOs will need to be especially vigilant on credit controls if they are to avoid the risk of bad debt levels rising.

"The prospects for corporate insolvencies in 2012 look gloomy indeed," says Steve Frobisher, business turnaround expert at PA Consulting Group.

He predicts an "abnormally high year" for insolvencies. Frobisher blames depressed demand in the economy for the rising trend, but banks continuing reluctance to lend will also be a contributory factor.

10. Pressure on boardroom pay
Grumblings about excessive boardroom pay have moved from something confined to red flag-waving revolutionaries to the mainstream -- with establishment figures from the prime minister to the Archbishop of Canterbury speaking out.

Political pressures could force both parties in the coalition government to talk (and possibly act) tough on boardroom pay.

Measures being considered include the naming and shaming of "greedy" directors. More specifically, LSE-listed companies are being required to set out clearly directors' salary, pension, share schemes and bonuses.

And remuneration committees will be required to explain why they have sanctioned bonuses not justified by performance. So some CFOs could find they have some embarrassing explaining to do.


