Director Confidence
Falls to New Low in October
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Corporate Board Member’s October reading of director sentiment shows continued
decline in optimism among U.S. public company board members. A higher proportion of
directors now expect business conditions to deteriorate over the coming year.

Concerns over the tight labor market, global supply chain,
growing inflation as well as potentially historic government
spending and tax increases are all taking their toll on the
outlook in America’s boardrooms.
Our October sounding of director confidence shows a
continuing—and accelerating—decline in predictions for the
business climate a year from now, board members rate it at
6.5 out of 10—a drop of 8 percent since July’s reading and 13
percent since the leading indicator peaked in April. Directors’
outlook for November 2022 is now grimmer than their
assessment of current business conditions, which actually
increased this month, to 6.7/10 from 6.4 in September.
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Those are the key findings from Corporate Board
Member’s October Director Confidence Index, conducted
in partnership with Diligent Institute, which polled 227 U.S.
public company board members October 25-31 about their
forecast for business in the year ahead. The forward-looking
index is now at its lowest level since the poll’s inception in
August 2020—well before the Covid-19 vaccine.
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This is in line with findings from Diligent Institute’s Corporate
Sentiment Tracker, an AI-powered tool which tracks issues
being discussed by corporate leaders in the news and whether
they are speaking about those issues positively or negatively.
At the time this report is being written, the Corporate Sentiment
Tracker is 63 percent positive, and the top term being
discussed by corporate leaders in the news is “inflation.”
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By Isabella Mourgelas

Bob Ducommun, director at Ducommun Incorporated, a
CA-based aerospace and defense company, is among
the growing proportion of board members who forecast
business conditions 12 months from now to be worse than
they are today. “Increasing federal deficits, higher interest
rates, and possibly declining value of the dollar,” are the
reasons he expects conditions to be “weak” (at 4 out of 10)
in November 2022, down from a 6/10 rating today.
“I expect there to be weak macro-economic conditions,”
says Michael Renna, director at South Jersey Industries,
a publicly held energy services holding company, when
asked to forecast future conditions. He rates the current
environment a 5 out of 10 but expects them to decline
two points by this time next year. “Higher taxes, employee
turnover and inflation will lead to an unenthusiastic business
climate,” he says.
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Cathy Minehan, director at Bright Horizons, a provider of
employer-sponsored child care, is among those directors
who expect conditions to improve in 2022. “There will
still be excess demand remaining from the restrictions
of the pandemic a year from now. The return of leisure
travel in addition to business travel will create growth in
many industries,” she says, adding “The use of savings
accumulated during the worst of the slowdown as
government and other income supports kicked in will drive
consumer spending.”

Projection of Business Conditions
One Year from Now
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Overall, 41 percent of directors polled in October say they
expect conditions to deteriorate over the coming year—
an increase of 14 percent since September and a larger
proportion than we found among CEOs in polls by our sister
site, Chief Executive.
“Global growth is slowing…particularly China. U.S. Inflation is
more than transitory with supply chains requiring more time
to become normalized. Cost of serving overall debt build
up will start becoming more of a burden,” says Brad Oates,
director at CIT Group, to explain why he expects conditions
to deteriorate.

“I do believe current inflation will recede a year from now, as
supply chain issues work themselves through the economy,”
says Peter Bain, director at CT-based asset management
firm Virtus Investment Partners, who expects conditions to
be “very good” at 7/10 by this time next year. “I also believe
the infrastructure bill together with a scaled-back “Build
Back Better” will have passed, providing some clarity on
government investment going forward,” he says.
Split in Director’s Forecast of Business Conditions

Nevertheless, 35 percent of directors continue to show
optimism that conditions can improve. Their reasons include
a better handle on the pandemic, excess cash in both
businesses and households, increased consumer demand
and spending, growth in tech investments and anticipation
that global supply chains will work themselves out over the
course of the next year.
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The Year Ahead

Audit and the Board

The proportion of directors forecasting increases in revenues
and profits for their firm in the year ahead declined further
in October, now at 82 percent and 73 percent, both down
4 percent since September. Those are the lowest levels on
record since February.

With the proliferation of non-traditional risks, public company
board members have been tackling a growing agenda of
issues over the past few years. Yet, 40 percent of directors
polled say their audit team is only sometimes or rarely
involved in strategic discussions with the board—and an
additional 8 percent say never.

Meanwhile, a growing number of directors expect their
companies to increase capital expenditures and headcount
over the coming months. The proportion of directors
forecasting increases in hiring climbed by almost 12 percent
this month, to 72 percent, while the proportion of those
predicting increases in capex rose 5.4 percent, to 59 percent.
Proportion of Directors Projecting Increases in
Profits and Revenue Over the Next 12 Months
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Proportion of Directors Projecting Increases in
Capital Expenditures Over the Next 12 Months

And while the onset of the pandemic didn’t change audit’s
involvement either, according to 73 percent of directors
surveyed, the data shows that audit’s level of involvement in
strategic talks plays no role in the board’s confidence in their
team’s effectiveness. Of those that say the audit team only
sometimes or rarely gets involved, 87 percent report being
fairly or fully confident in their team’s effectiveness. Only 6
percent of directors overall are only somewhat or slightly
confident in their audit team’s effectiveness.
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About the Director Confidence Index
The Director Confidence Index is a monthly survey of public company board members on the state of the overall economy, the outlook for business
and other topical issues impacting public companies. Conducted in collaboration between Corporate Board Member and Diligent Institute, the Index
benchmarks confidence among the governance community and is a forward-looking indicator of market movements and corporate strategies.

About Corporate Board Member
Corporate Board Member, a division of Chief Executive Group, has been the market leader in board education for 20 years. The quarterly
publication provides public company board members, CEOs, general counsel and corporate secretaries decision-making tools to address the
wide range of corporate governance, risk oversight and shareholder engagement issues facing their boards. Corporate Board Member further
extends its thought leadership through online resources, webinars, timely research, conferences and peer-driven roundtables. The company
maintains the most comprehensive database of directors and officers of publicly traded companies listed with NYSE, NYSE Amex and Nasdaq.

About the Diligent Institute
Diligent Institute is the corporate governance research arm and think tank of Diligent Corporation. The Institute produces publicly available cuttingedge research on corporate governance practices by directors, for directors, with a global perspective. Learn more at diligentinstitute.com.
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