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THREATS AND RESPONSES

Disruptive change is accelerating across today's business world—and many executives are just trying to keep up.

The world's fastest-growing organizations are investing in the right talent and technologies:
@ Fastest-Growing Firms @ Slowest-Growing Firms

40 39%
34%

DIGITAL DECISIONS

34%

5%
3%

OF
THE
TOP

incumbents in every industry will be
replaced by digital disruption by 2020,
according to business leaders around the
world. But only a small number of companies
are being proactive about these threats.

of companies do not
view digital disruption
as worthy of board-level
attention.

either have not acknowledged
the risk of digital disruption or
have not addressed it
sufficiently.

NEARLY 1/3 are taking a “wait and see”

approach, hoping to emulate successful competitors.

ONLY 25% describe their approach to

digital disruption as proactive—meaning they are

“willing to disrupt themselves in order to compete.”

RESPONDING TO CHANGE

More than three-quarters of executives see disruption as constant and likely increasing.

The biggest sources of potential disruption they see, in order of impact:

Shifts in security, Instantaneous and
including an ubiquitous data
emphasis on access
cybersecurity

Regulatory and
legislative
complexity and
increasing rules

How do executives plan to respond and adapt?*

42% 31%

Cut operating expenses Improve data capture
and analytics
*Due to rounding, numbers do not add up to 100.
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Digital/mobile-
enabled workforce
and consumers skills

Global access
to talent and

30%

Invest in talent

29% 30%

25% 25%
] ] Ilg% I

Talent with Talent with Cloud Upgrading legacy
emerging industry expertise computing enterprise

technology systems
expertise

Industry-specific
technology
advancements

THE VIEW FROM THE BOARDROOM
Most directors lack confidence in their company'’s ability to prevent cyberattacks.
29%

Confident o%

Less than confident
4% of directors of public companies surveyed say
Very confident

But oneinten say it is only discussed after an internal or industry incident.

The major barriers directors see that prevent keeping up with security innovations:

72% Finding and hiring people with the right skills
-

57% Ability to leverage key technologies (cloud, mobile, analytics, etc.)

43% Ensuring the security of new products and services

34% Allocating budgets and personnel for new product initiatives

O
9% Developing an Internet of Things strategy

*
5% Other
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cybersecurity is discussed at almost every board meeting.
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FINTECH'S FUTURE

The financial services industry is ripe for disruption, according to a global survey of CFA Institute members.

Which sector do you think will be most affected by automated financial advice tools?*

« 4%

Asset Banking Securities Insurance None of
management these

Which technology do you see as having the greatest impact on the financial services industry...

1YEAR FROM 5 YEARS FROM
NOW? NOW?

40% Robo-advisers

‘ 30% Blockchain technology
-

37% Robo-advisers

23% Marketplace/
Peer-to-peer lending

15% Crowdfunding 13% Marketplace/

Peer-to-peer lending

11% Blockchain technology 11% Crowdfunding

2% Other 2% Other

*Due to rounding, numbers do not add up to 100.
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MAKE NO LITTLE PLANS

A majority of entrepreneurs see themselves as changing business as usual.

o identified as
o disruptors

o described
themselves
as innovators

The portion of entrepreneurs viewing themselves in these ways varies by location:

Global total: Percent in most disruptive category 177% Percent in most innovative category 13%

Australia

I 217 R 147

Brazil

I 197 N 25

Canada

I, 147 N 16%

China
I 127> I 12

France

22% N 16

Germany

I 107 I S

India

I 22, N, 177

Japan
_5% I 3%

Middle East/North Africa
I 232 I o

Sub-Saharan Africa

14% NN 77
U.K.
I 22 I s

U.S.
I 160 I 137

A NEW KIND OF REALITY

Virtual reality will likely disrupt much more than just the video game sector.

How do consumers want to use virtual reality?

39%

Movies Television

Educational

and music content

Sources: Global Center for Digital Business Transformation, Digital Vortex: How Digital Disruption Is Redefining Industries, 2015; KPMG, Succeed in Constant Change,
2015; KPMG, Harnessing Disruption for Growth, 2015, NYSE Governance Services, Cybersecurity in the Boardroom, 2015; CFA Institute, Fintech Survey Report, April
2016; EY Global Job Creation Survey 2016; Futuresource Consulting, Virtual Reality—Niche or Mass Market?, 2016; BusinessWire.com.
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