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A sharp growth in effective demand along with a moderate price policy have stopped the growth in negative trends in the industrial sector. The growth excessive stock discontinued immediately and the production growth renewed. The enterprises’ forecasts retain a strong optimism.
Business Survey Results of 970 Enterprises.

August 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
	35
	50
	14
	1
	+21

	Average prices
	14
	80
	5
	1
	+9

	Purchasing of equipment
	11
	47
	7
	35
	+4

	Volume of order-books level (effective)
	23
	65
	11
	1
	+12

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

	Volume of order-books level (others)
	5
	65
	12
	18
	-7

	Tax arrears
	17
	34
	30
	19
	-13

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

	Your present production
	0
	37
	62
	1
	-62

	Your order-books level (effective)
	1
	36
	62
	1
	-61

	Your export order books
	2
	21
	48
	29
	-46

	Your present stocks of finished goods
	30
	38
	20
	12
	+10

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

	Volume of output
	51
	39
	9
	1
	+42

	Average prices
	37
	60
	3
	0
	+34

	Purchasing of equipment
	18
	44
	9
	29
	+9

	Volume of order-books level (effective)
	29
	60
	2
	9
	+20

	Volume of order-books level (barter)
	6
	60
	14
	20
	-8

	Volume of order-books level (others)
	8
	64
	9
	19
	-1

	Tax arrears
	12
	32
	38
	18
	-26








Assessment of current situation

In August, the dynamics of effective demand experienced radical changes. After an actual stop in monetary sales in June to July the survey held in August registered a sharp rise in the intensity of sales, which has not been in place over the past nine months. The rise in the sales growth rate  was noted in all the sectors but the non-ferrous metallurgy, however, the latter has reported just a slowdown of the growth, while none of sectors reported an absolute contraction in effective demand over the last month.

The increase in monetary sales allowed enterprises to get rid of barter more effectively. In August, the intensity of reduction of such operations grew by 4 points. It was the construction industry, machine engineering, the sector for chemicals and petrochemicals that provided the highest share of responses on the reduction in barter transactions. None of sectors reported a rise in barter, while the rate of reduction in promissory note and off-set schemes remained unchanged. Like in the past months, the surveys registered a moderate decline in such deals, at a rate being the slowest over the last 12 months. Except for the non-ferrous metallurgy and construction sector, there  was no growth in the noted transaction in the industrial sector.

As a result, in August the national industrial sector renewed supplanting the non-monetary demand with effective one. The respective index values became the best over the past 10 months, i.e. once again, there were  more enterprises reporting the growth in monetary sales along with a simultaneous decline in barter schemes that enterprises that reported the reverse correlation. In July, this index practically was at zero level – at that time, the dynamic correlation between monetary and non-monetary kinds of demand stabilized.

The renewal of the growth in effective demand has had an immediate impact on estimates of the stock of finished products. The growth in excessive stored stock registered over the last five months discontinued, and in August the balance of estimates of this index improved by 4 points. Nonetheless, the industrial sector still provides the prevalence of “above norm” reports, while the lack of stock (i.e. the prevalence of “below norm” reports) is still in place only in the industry of construction materials and the food - processing sector.

The dynamics of output reacted in the same fashion to the renewal of the growth in sales. The differences between reports “up” and “down” grew by 12 points at once and became one of the best in 2001. The intensity of output rise in all the sectors, but the forestry, wood-working and paper and pulp ones. An absolute production reduction remained only in the food-processing sector.

Predictions and expectations

In August, the forecasts of change in effective demand reached the best value over the past 10 months. All the sectors shared more optimistic expectations, except the wood-working, light, and construction industries. Notably,  the latter already forecasts a seasonal absolute decline in sales. The forecasts of barter, promissory-note and off-set schemes still remain unchanged - –he industrial sector on the whole expect the slowest decline in the volume of such deals.

The forecasts of change in output improved once again and became the most optimistic ones since March 2001. A more intensive growth in output may become possible in all the industries, except the metallurgical sector and the industry of construction materials.

The plans to purchase machinery and equipment in the III rd quarter proved to be most moderate over the whole 2001. When compared with the beginning of the year, the forecasted intensity of such purchases experienced nearly a two-fold drop. An absolute rise in purchases may become possible only in the sector for chemicals, petrochemicals, forestry, and light industry, while other sectors report a prevalence of plans  to contract the purchases of machinery and equipment.

August 28, 2001

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: prices expectations


Output expectations
 (balance = up-down)
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