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EFFECTIVE AND BARTER DEMAND TRENDS

(BALANCE=UP-DOWN)

EFFECTIVE: REPORTED, EXPECTED

BARTER: REPORTED, EXPECTED


[image: image2.wmf]-20

-10

0

10

20

7/98

10/98

1/99

4/99

7/99

10/99

1/00

4/00

7/00

BALANCES OF TOTAL DEMAND TRENDS

(TOTAL=EFFECTIVE+BARTER)

REPORTED

EXPECTED

%


[image: image3.wmf]-45

-30

-15

0

15

30

45

7/98

10/98

1/99

4/99

7/99

10/99

1/00

4/00

7/00

%

OUTPUT AND EMPLOYMENT TRENDS

(BALANCE=UP-DOWN)

OUTPUT: REPORTED, EXPECTED

EMPLOYMENT: EXPECTED


[image: image4.wmf]-20

0

20

40

60

80

7/98

10/98

1/99

4/99

7/99

10/99

1/00

4/00

7/00

%

PRICES AND COSTS TRENDS

COSTS: REPORTED, EXPECTED

(BALANCE=UP-DOWN)

PRICES: REPORTED, EXPECTED





In June the situation in the Russian industry maintained signs of a forthcoming decline. The minimal growth in effective demand in combination with the more intensive contraction in barter has led to the discontinuation of the growth in aggregate demand. However, the rate of growth in output grew slightly, and enterprises’ projections remain fairly optimistic. Nevertheless, the estimates of finished produce in stock testify to the ongoing problems with sales of that.
Business Survey Results of 1039 Enterprises.

June 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
35
45
20
0
+15

Average prices
28
69
3
0
+25

Volume of order-books level (effective)
20
62
17
1
+3

Volume of order-books level (barter)
3
61
24
12
-21

Volume of order-books level (others)
7
62
12
19
-5

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

Your present production
2
33
65
0
-63

Your order-books level (effective)
1
35
63
1
-62

Your export order books
1
28
42
29
-41

Your present stocks of finished goods
16
43
33
8
-17

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

Volume of output
42
52
6
0
+36

Average prices
40
58
1
1
+39

Volume of order-books level (effective)
26
64
9
1
+17

Volume of order-books level (barter)
6
62
19
13
-13

Volume of order-books level (others)
7
66
10
17
-3

Reference frequency in respect of the factors stren-gthening competition at Russian industrial markets, %

1996
1997
1998
1999
2000

1. shrinkage of internal effective demand 
81
81
76
64
48

2. growth in imports output
31
23
28
8
9

3. better quality of imports
7
9
11
7
14

4. low prices of imports
17
14
18
5
9

5. possibility to openly advertise and promote own products 
4
2
4
3
6

6. curbing of prices by Russian competitors
14
15
15
20
23

7. penetration of other Russian producers to your markets 
18
25
25
26
34

8. activities of Antimonopoly Com-mittee and the government of RF
8
9
4
6
3

9. activities of trading and intermediary organisations 
9
13
16
24
22

10. others
11
6
6
6
9

Source: Surveys by IET.
Assessment of current situation

In June, the growth in effective demand has failed to restore its rate noted prior to May 2000. The balance of reports remained on the same level. The share of reports about decline in sales grew up to 17% thus making up the worst value since January 1999. In June, an absolute growth in monetary sales was registered only in the sector for electric power, metallurgy, chemicals, petrochemicals, and construction industry, while the other sectors showed the prevalence of reports regarding the decline in the number of such transactions.

The volume of barter transactions continue to fall. In June the respective intensity rate grew by yet 8 points and has become the highest since the beginning of the registering of this index in August 1998. The slowdown in barter operations was noted only in the non-ferrous metallurgy, while in the other sectors the prevalence of reports regarding the fall in barter transactions grow.

The slowdown in the growth in effective demand in combination with the yet mote intensive decline in barter has led to the discontinuation of the growth in aggregate demand. It is for the second time over 2000 the survey registered an absolute (though minimal) contraction in this index by the industrial sector on the whole. In June, the growth in the aggregate (effective + barter) demand was maintained only in the ferrous metallurgy, construction industry, fuel and food- processing sectors, while the other sectors reported decline in the respective index.

In June, the intensity of the growth in output grew by 9 points after the fall in May 2000. An absolute contraction in output remained only in the sector for electric power and light industry. In the other sectors surveys registered growth, the intensity of which was maximal in the construction industry and non- ferrous metallurgy.

In June, the estimates of finished produce in stock remained unchanged. The prevalence of reports “below norm” remained on the same level. However, since the beginning of the year this prevalence shrank notably, which may be attributed to two reasons. One is that the enterprises have proved to be capable of completing their stock of raw materials and began to work under future contracts ( the improvement of the situation with non- payments and low demand as factors that constrain the growth in output testify in favor of this reason). As a result, the enterprises’ sufficiency with raw materials showed some growth. In April 2000, the estimates of these stocks proved to be the best since early- 1994. However, the frequency of the mentioning of reports on the lack of liquid assets as a constraint of the production growth slid insignificantly. To operate in a normal mode, enterprises still lack the capital they earned by selling their produce, while banking credits are still hardly accessible. The other reason may be contraction in effective demand and the enterprises’ unwillingness to get themselves involved in barter transactions once again, which makes producers lower the optimism of their forecasts and estimates of their stock of reserves.

In 2000 the growth in producer prices for industrial produces slows down at 2-3 balance points a month. In June, the minimal price rise was registered in the non- ferrous metallurgy, forestry, wood- working, paper and pulp sectors, and light industry, while the most intensive price rise was noted in the sector for electric power, ferrous metallurgy and construction industry.

Predictions and expectations
The forecasts of change in output grew by several points once again at the expense in electric power and the growth in optimism in the non- ferrous metallurgy and light industry.

After the sector for electric power adjusted their expectations, the projections of change in prices got back to the level noted between March to April. As to the other sectors the forecasts have not changed, except the construction industry which shows a seasonal renewal.

The forecasts in the change in effective demand did not change by the industrial sector as a whole over the last three months. The major part of enterprises still hope for maintenance their volume of sales, while the others mostly envisage the growth in monetary sales. However, at the branch level ( in the sector for chemicals, petrochemicals and non- ferrous metallurgy) one registered forecasts of an absolute fall in sales. The other industry branches reported either more optimistic forecasts, or their projections remained unchanged.

In June the forecasts of the change in barter operations became most pessimistic for the whole period of their registering since August 1998. During the forthcoming months, the most intensive contraction in the volume of barter transactions may become possible industrial sector. At the branch level the surveys registered either stable forecasts or the growth in hopes for lowering barter.

June 27,2000

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: reported total demand trends


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