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In March, the situation in the national industrial sector was developing under the impact of contradictory trends. On the one hand, the enterprises report a renewal of their effective demand and output, while, on the other, the slowdown of the fall in the volume of barter and other non-monetary sales schemes continued; for the first time since September 1998 the stock of finished produce has become excessive. The impression is that the enterprises have not yet finally believed in the renewal of the former dynamics of demand.
Business Survey Results.

March 2001 (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
42
12
2
+32

Average prices
29
65
3
3
+26

Volume of order-books level (effective)
21
63
12
4
+9

Volume of order-books level (barter)
4
58
18
20
-14

Volume of order-books level (others)
5
64
11
20
-6

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

Your present production
3
36
60
1
-57

Your order-books level (effective)
1
35
62
2
-61

Your export order books
2
30
43
25
-41

Your present stocks of finished goods
31
40
23
6
+8

Accessibility of credits
1
40
32
27
-31

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

Volume of output
48
41
10
1
+38

Average prices
45
52
2
1
+43

Volume of order-books level (effective)
27
62
8
3
+19

Volume of order-books level (barter)
5
60
12
23
-7

Volume of order-books level (others)
6
64
8
22
-2
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INDUSTRIAL CONFIDENCE INDICATOR


The share of produce is sold for barter, %


1996
1997
1998
1999
2000
2001







Jan
Feb
Mar

Electrical energy



21
4
3
2
2

Ferrous metals
63
64
59
23
17
14
12
4

Non-ferrous metals
42
38
13
5
31
8
5
9

Chemicals and petrochemicals
58
60
55
27
18
19
15
9

Machine building
46
60
55
22
15
18
14
12

Wood and timber
45
51
42
29
21
27
22
23

Construction material
45
54
72
29
22
22
19
29

Light
51
58
44
26
14
13
13
17

Food and drinks
30
21
28
18
14
8
10
12

Industry as a whole
52
56
52
23
16
16
13
12

Source: IET Business Surveys.

Assessment of current situation

In March, the growth in effective demand for industrial produce recovered. The proportion of reports “Up” once again exceeded the one of reports “down”. The absolute contraction in monetary sales was still in place only in the forestry, wood- working, paper and pulp, light and food- processing sectors, while other sectors reported a growth in the volume of their monetary sales compared with February.

Despite the improvement of the situation with the sales, the surveys register the ongoing presence of the past trends to changes in barter transactions and operations with promissory notes and off-sets. The decline rates of such deals continue to fall for the fourth (in the case of barter) month running. Nonetheless, none of the sectors reported an absolute growth in barter as yet. It is metallurgy and the industry of construction materials that reported the slowest contraction in this index, while the growth in the volume of promissory note and off-set schemes has already taken place, though in the machine- building sector only. All other sectors still report the prevalence of the reduction in such deals.

Upon renewal, though not to the past magnitude, of the growth in effective demand, the enterprises sharply increase their output growth rate. In March, the balance of this index rose from +11 up to +32%, which corresponds to the best values of last year. The growth in the output volume (and more intensive one than in February) was registered in all the industry branches, except electric power and light industries, with the most intensive rise noted in the sectors for chemicals, petrochemicals, and machine building.

On the background of the growth in demand and output, the growth in the number of enterprises with an excessive stock of finished products testify to the negative trends remaining in the industrial sector. It has been for the first time since September 1998 that the surveys registered the excess of replies “above norm”. In March, it was just the industry of construction materials and light industry that reported the lack of the stock of finished goods, while the stock has become excessive in other sectors and especially huge in the non-ferrous metallurgy and petrochemicals.

After fluctuating in December 2000 through February 2001, the dynamics of producer prices got back to the past growth rates. In March, the slowdown in the growth rate was registered in all the sectors, except electric power, chemicals, petrochemicals, and light industry.

Predictions and expectations

The forecasts of changes in effective demand have not altered for the third month running. The main part (over 60%) of enterprises across the industrial sector on the whole hopes to maintain the volume of their monetary sales, while the others show the prevalence of forecasts of the growth in the volume of monetary sales.  However at the sectoral level the forecasts are different in principle. In the IInd Quarter, an absolute contraction in sales is envisaged in electric power, non-ferrous metallurgy, forestry, wood - working and light industries, while the other sectors forecast a rise in effective demand.

The forecasts of changes in barter deals have also stabilized. The slowest decline in barter over the last 10 months may become possible in the industrial sector in the forthcoming future, i.e. enterprises have not yet finally believed in the renewal of the growth in effective demand, and they still are ready to employ direct goods exchange operations, should their sales remain low. None of the sectors forecast an absolute rise in barter now, but enterprises in the electric power sector and ferrous metallurgy expect its volume to stabilize.

The analogous situation emerges in terms of sales schemes with the use of promissory notes and off-sets. The industrial sector as a whole should experience a minimal decline in the volumes of such transactions. The most intensive reduction may become possible in the sectors for chemicals, petrochemicals and industry of construction materials, while such changes in other sectors should be zero.

March 28, 2001

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: price expectations


Output expectations
 (balance = up-down)
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