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In January, negative trends in the Russian industrial sector remained unchanged. Enterprises reacted to fall in effective demand by ceasing growth in their output, re-estimating the stocks of finished goods and slowdown of the decrease in the volume of barter transactions. The barter forecasts testify to the producer’s intent to get back once again to non-monetary sales schemes, should the situation be deteriorating further on. However, the forecasts of output and effective demand, as well as enterprises' estimates of their financial and economic position show their hopes for renewal of a normal (monetary) industrial growth after the January holidays.
Business Survey Results of 1045 Enterprises.

January 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
31
40
29
0
+2

Average prices
35
62
2
1
+33

Costs of unit
56
40
4
0
+52

Volume of order-books level (effective)
16
55
25
4
-9

Volume of order-books level (barter)
4
54
23
19
-19

Volume of order-books level (others)
3
56
18
23
-15

Volume of stocks of  finished goods
22
45
25
8
-3

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

Your present production
2
34
63
1
-61

Your order-books level (effective)
1
37
61
1
-60

Your order-books level (barter)
21
39
10
30
+11

Your order-books level (others)
12
44
11
33
+1

Your export order books
2
21
44
33
-42

Your present stocks of finished goods
27
39
26
8
+1

Your present stocks of raw materials
5
41
52
2
-47

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

Volume of output
49
43
7
1
+42

Average prices
47
50
1
2
+46

Costs of unit
59
34
4
3
+55

Numbers employed
21
70
7
2
+14

Volume of order-books level (effective)
24
64
8
4
+16

Volume of order-books level (barter)
6
55
12
27
-6

Volume of order-books level (others)
6
57
10
27
-4

Volume of export  order books level
15
48
3
34
+12

Stocks of finished goods
12
61
19
8
-7



Assessment of current situation

In January 2001, the majority of the industrial indicators continued to deteriorate. First, a substantial fall in effective demand started: it spread out over all the sectors, except the electric power sector and forestry. As a result, the intensity of change in effective demand slid from + 18 to –9 points over the last three months. There has not ever been such a sharp transition from rather an intensive growth in demand (the higher rate was registered just once- in April 2000) to an evident decline in the national industrial sector, as well as there has not been such a long (1999 through 2000) period of an absolute growth in effective demand ever registered. One should hope that the situation should improve after January (which is the traditionally ‘calm’ month for the Russian industrial sector).

Secondly, for the second month running our surveys registered a slowdown in the decline of barter transactions. The absolute change of the respective rate is still small (5 points), however, with account for the respective forecasts, it appears rather alarming. In the meantime the share of barter in the volume of sales stands at 16% and has not changed since September 2000, when the last measurement of the index was made. In January 2001, enterprises cash sales made up as much as 67% of their produce, while in September 2000- 58%.

Thirdly, the estimates of the stocks of finished goods experienced a drastic change over last month. The proportion of reports ‘above norm’ grew by 9 points and has become equal to the proportion of responses ‘below norm’. The deficit of stock registered since September 1999 has disappeared. Such a drastic change in terms of estimates of the stock of finished produce had been registered only over remote 1993-1994, with enterprises facing a sharp compression of demand for their produce for the first time ever. An absolute surplus of the stock is still registered only in the metallurgical sector, chemicals and petrochemicals, while other sectors experienced a decrease in the lack of their stock. Whereas there was no cardinal change in the stock volume, the main reason for their ‘re-estimation’ is the concern that the compression of demand will be continuing.

Fourthly, in January our survey practically registered a complete discontinuation of production growth. The intensity of the change in output fell from +23 to +2 over the month. This is one of the sharpest drops in the output change rate for the whole history of the surveys. An absolute growth has remained only in the sector for electric power, machine building, and forestry.

At the same time, the estimates of the volume of effective demand and output have not changed as yet. About one- third of enterprises consider the current volumes of sales and output to be normal. There were not as well any crucial changes registered in terms of enterprises’ estimates of their financial and economic positions, moreover, the proportion of reports ‘satisfactory’ has broken the record value over all the years concerned, while the proportion of replies ‘bad’ reached its minimal value for the same period.

Between 200 through 2001 the capacities loading rate was stable and is at a better level compared wit early 1994. However, after July 2000 estimates of excessive capacities due to the envisaged demand began to deteriorate. The share of enterprises considering their capacities excessive grew from 25 up to 34%, with the pessimistic estimates standing at 61% in the construction sector and 41% in the machine-building sector.

Predictions and expectations

After a five-month deterioration (however, against remaining hopes for the growth in sales), the forecasts of change in effective demand improved by 6 points in January. The growing optimism was registered in all the sectors, except the metallurgical and light industries. An absolute reduction in monetary sales in the short run may become possible only in the ferrous metallurgy, while the most intensive growth in those is envisaged in the construction industry, chemicals, petrochemicals, and machine building.

The forecasts of barter transactions reacted adequately to the compression of effective demand. In the short run enterprises envisaged a sharp slowdown of the intensity of their decrease (from –18 to –6 points). However, in the industrial sector as a whole there are no forecasts of growth in barter: its absolute growth is possible only in the ferrous metallurgy and construction sector. The share of ‘compensation’ forecasts of barter (i.e. the proportion of the enterprises that intend to raise the volume of barter in response to the fall in monetary sales) made up 12% in January. It was in October 2000 during which the minimal rate (6%) of the index was registered.

January 29,2001

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: BARTER demand expectations


Effective demand expectations
 (balance = up-down)

[image: image3.wmf]-40

-20

0

20

40

60

80

100

4/00

6/00

8/00

10/00

12/00

2/01

CHEMICALS

PETRO-CHEMICALS

%

FERROUS

NON-FERROUS

ELECTRICAL ENERGY

MINING


[image: image4.wmf]-15

-5

5

15

25

35

45

55

4/00

5/00

6/00

7/00

8/00

9/00

10/00

11/00

12/00

1/01

2/01

3/01

CHEMICAL

 ENGINEERING

ELECTRICAL

ENGINEERING

MACHINE-TOOLS

%

INSTRUMENT

ENGINEERING

MOTOR-CAR








