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Challenges

Rising inflation, labor shortages and ongoing disruptions to the supply chain are
causing the leaders of U.S. public companies to adjust their strategic priorities...
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Rising inflation, labor shortages and ongoing disruptions to the supply chain are
causing the leaders of U.S. public companies to adjust their strategic priorities,
according to a survey of audit partners conducted by the Center for Audit Quality
(CAQ). The Audit Partner Pulse report, a biannual survey of audit partners, provides
independent and objective perspectives on a range of topics, including the overall

health of the economy, and business transformation.

“With ongoing concerns about inflation and a potential recession, it’s no surprise

that business leaders are re-examining their growth strategies,” said Julie Bell
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Lindsay, Chief Executive Officer, Center for Audit Quality. “But the ways they’re
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* 57% of auditor partners are pessimistic to very pessimistic on the outlook for the
US economy, a 13-point increase since public company auditors were surveyed in
the spring.

e Concerns over increasing costs have grown, with 75% of audit partners identifying
inflation as the largest economic risk to public companies in their industry sector,

followed by labor shortages and supply chain issues.
Public companies are shifting strategies to mitigate negative impact

e While public companies were focused on mergers and acquisitions (M&A) in the
spring, M&A activity has declined according to audit partners.

e Rather, audit partners indicated that re-evaluating or decreasing spend, focusing
on cash flow and liquidity and decreasing revenue and growth forecasts are the
top mitigation strategies public company managementis taking in response to
economic challenges.

e Overwhelmingly, audit partners reported that public companies’ growth strategies
are focused on the US (88%) vs. abroad (12%).

Human capital actions are also shifting

e While labor shortages are still a large risk for public companies, business leaders
have migrated to focusing more on investing in existing talent than attracting new
talent.

e Increasing flexibility in the workplace, increasing compensation and upskilling
workers are the top actions audit partners surveyed have observed business leaders
at US public companies are taking to retain their employees.

e Reducing headcount was another trend observed by survey respondents as an
action taken by or being considered more frequently by public companies with a

14-percentage point increase since the spring survey (22% up from 8%).
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Emerging risks:

Hello. It looks like you’re using an ad blocker that may prevent our website from

working properly. To receive the best experience possible, please make sure any blockers

are switched off and refresh the page.

If you have any questions or need help you can email us

Accounting e Auditing

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE

Sponsors.

© 2024 Firmworks, LLC. All rights reserved


https://www.thecaq.org/audit-partner-survey-q2-2022/
https://www.cpapracticeadvisor.com/section/accounting/
https://www.cpapracticeadvisor.com/section/auditing/
mailto:info@cpapracticeadvisor.com

