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· The growth in effective demand slowed down.
· The supplanting of the barter demand by the effective one stopped to expand.
· The intensity  of the growth in industrial output reached its absolute maximum.
· The projections of  the change in output continue to grow and reached their maximum.
Business Survey Results of 1001 Enterprises.

August 1999

(percentages of total answers)

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

Volume of output
46
43
10
1
+36

Average prices
30
67
2
1
+28

Order-books level (effective)
23
64
11
2
+12

Order-books level (barter)
5
71
17
7
-12

Do you consider that in volume terms:
Above normal
Nor-
mal
Below normal
N/A
Balance

Your present production
2
28
70
0
-68

Your total order book
2
25
71
2
-69

Your export order book
1
23
41
35
-40

Your present stocks of finished goods
20
32
38
10
-18

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

Volume of output
46
46
6
2
+40

Average prices
48
46
4
2
+44

Volume of order book level(effective)
23
63
10
4
+13

Volume of order book level (barter)
8
65
17
10
-9







Assessment of current situation

In August, the growth in effective demand for industrial products slowed down. The share of responses “up” slid by 7 points on the whole after the peak value registered in July and made up 23%. A fall in the index was  also registered in all the industry branches except the light industry, forestry, wood- working and paper and pulp. The reports on growth still prevail over reports on reduction in sales- the effective demand continues to grow everywhere except  the ferrous metallurgy and food- processing sector.

The fall in barter demand also slowed down in August. The behavior of the data (see charts) allows assumption  that the supplanting of the barter demand by  the effective one stopped to expand. The direct (and therefore more precise) comparison of every enterprise’s report regarding changes in effective and barter demand has proved that in August 1999 an increase in the effective demand was  accompanied by the decrease in  the barter demand, while an inverse process was registered at 11% of enterprises. In July, this correlation was better 41%  to 11%, respectively. Nevertheless, the  fall  in the barter demand continues in all the industry branches except the construction industry, while it is most intensive in the ferrous metallurgy.

In August, the intensity  of the growth in industrial output reached its absolute maximum  that had been registered in April. Only 10% of enterprises reported a decrease in output which also breaks  any record. Responses regarding  growth in output prevail in all the industry branches except the food- processing one: the  latter experiences  fall in output which continues for the second month running. The most intensive growth was  noted in the ferrous metallurgy.

In August, the  deficit of stock of finished goods fell though it remains at a very big number of enterprises. During  last 2-3 years, the duration and widespread of the deficit of   the stock in the  national industry have been much higher than in the Western European countries. (see charts). The economic theory argues that the estimates of the stock of finished goods are an indicator of market equilibrium between demand and offer (production). A lack of the stock testifies to the fact that the production cannot (or does not want to) satisfy the demand and accumulate the stock which is normal for  the production. In August, excessive stocks appeared in the ferrous metallurgy and food- processing sector, while the other industry branches clearly  show the prevalence of responses “below norm”.

In August, the price rise slowed down once again and reached the level of June: at that time its intensity  had been most moderate since August 1998. The slowdown was registered practically in all the industry branches.

Predictions and expectations
In August, the projections of  the change in output continue to grow and reached their maximum. Only 6% of enterprises project a decrease in their output in autumn 1999. The share of pessimistic projections is especially high in the construction industry (34% which du to the clearly seasonal reason) and  the food- processing industry (32%), while the share of such answers in the other sectors ranges from 1 to 8%.

Since the beginning  of  this year, projections of  the change in prices have fluctuated within  the relatively small range. In August, the price rise as a  whole made up 6 points. The price rise was also registered in all the industry branches except the light  industry. None of the industry branches project an absolute  price decrease.

In August, projections of the change in effective demand remained unchanged. The major ( 63%) part of enterprises does not foresee any change in the volume of cash sales of their products, while projections of growth in sales prevail among those enterprises which expect  the respective changes. During the forthcoming months,  a decrease of cash sales may become possible only in the construction industry, while the other industry branches have more hopes for  the growth in effective demand.

During the last four months, there has been no change in projections of the change in barter demand in the national industry as a whole. The growth is expected by 8% of enterprises which are concentrated mostly in the construction industry and food- processing sector.

August 27, 1999

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: output expectations in subsectors

Barter demand trend in subsectors (balance=up-down)
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