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The results of September testify to a further strengthening of positive trends in the Russian industrial sector. The growth in effective demand and output under a high intensity if the reduction of barter transactions has its impact on enterprises’ position. About 33% of enterprises are satisfied with the effective demand on their production.

Business Survey Results.

September 2000

(percentages of total answers)

What has been the trends over the PAST 2-3 months:
Up
Same
Down
N/A
Balance

Volume of output
44
44
12
0
+32

Average prices
27
69
3
1
+24

Volume of order-books level (effective)
26
63
8
3
+18

Volume of order-books level (barter)
5
53
27
15
-22

Volume of order-books level (others)
6
56
15
23
-9

Do you consider that in volume terms:
Above normal
Normal
Below normal
N/A
Balance

Your present production
1
37
67
1
-66

Your order-books level (effective)
2
35
60
3
-58

Your export order books
2
23
44
31
-42

Your present stocks of finished goods
19
40
35
6
-16

Accessibility of credits
1
40
36
23
-35

What are the expected trends for the NEXT 2-3 months:
Up
Same
Down
N/A
Balance

Volume of output
49
42
8
1
+41

Average prices
47
51
1
1
+46

Volume of order-books level (effective)
32
56
9
4
+23

Volume of order-books level (barter)
5
50
27
18
-22

Volume of order-books level (others)
5
57
13
25
-8







Assessment of current situation

In September, the growth in effective demand for industrial produce continued: the intensity of the growth in the latter grew by another two pints and practically reached the absolute maximum value reported in April 2000. The volume of sales rose in all the sectors except metallurgy and the construction industry. After the three- month contraction, the growth in monetary sales was also noted in the food industry, while the most intensive growth in payments took place in the sector for electric power.

During the last four months, the volume of barter transactions was decreasing steadily and with such an intensity that has never been registered before. During the last month, no changes took place in terms of industry branch level: barter continues to fall in all the sectors, with the sector for electric power clearly being a leader: none of its enterprises reported any growth in such deals.

The estimates of the volume of effective demand along the scale “above norm- normal- below norm” witnesses the recognition of positive trends in the Russian economy by enterprises themselves. During the last months, the proportion of responses “normal” fluctuated within the range between 32 to 38%. The index used to fall to 4% in early- 1996, and to 6%- prior to the 1998 default. In the meantime the highest satisfaction with the demand for their produce is registered in the metallurgical, forestry, wood-working, and paper and pulp industries.

Following demand, the rise in output also continues to renew. After the April - May fall at 37% balance points, during the consequent four months the intensity of industrial output grew by 26 points. In September, all the sectors were raising their output, except the industry for construction materials (which showed a slowdown of the growth). The food- processing sector reports an absolute contraction in its output for the second month running.

The volume of the stock of finished produce still does not satisfy enterprises. The growing demand for domestic products in combination with the lack of liquid assets does not allow a. one- third of enterprises to accumulate such an amount of their stock, which would ensure their normal (primarily in terms of timing) meeting their consumers’ demand. As our calculations show, the estimates of stock influence demand forecasts: should their stock be excessive, the enterprises count on (and are capable to ensure) a growth in demand, while with an insufficient stock- they would rely on contraction in their sales (which would be a compulsory measure).

During the last months the dynamics of enterprises’ producer prices practically remained unchanged as well as at the industry level. It is chemicals, petrochemicals and industry for construction materials that currently report the most intensive price rise.

Predictions and expectations
The projections of change in output remain at the most optimistic level. The growth in production is expected by a. half enterprises, while the respective forecast has deteriorated only in terms of the industry for construction materials (the enterprises of the sector envisage an absolute drop in their output due to seasonality) and in the light industry (its enterprises envisage that the growth should not be so intense).

During recent months, the forecasts in change in pricing have fluctuated within the range between 40 to 46 points. In September, the forecasts of price rise in the sectors for chemicals and petrochemicals, construction industry and light industry became more moderate.

For the third month running, the forecasts of change in effective demand have remained optimistic for the whole period of the conducting of surveys. Only 5- 9% of enterprises envisage a fall in monetary sales of their produce, and those chiefly are concentrated in the construction sector and food- processing industry.

Contrast to that, the forecasts of change in barter deals in August — September have proved to be the most pessimistic ones: only 5—6% of enterprises forecast a growth in such transactions.

September 30, 2000

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: barter demand expectations


Effective demand expectations in subsectors (balance=up-down)
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