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�The effective demand for industrial products continues its growth.

A half of enterprises reported growth in their output.

Barter demand does not have any substantial impact on the industrial output.

In March, the lack of the stock of finished products came back to practically the previous level.

The price rise slowed down slightly.

The projections of the change in effective demand remain at the highest level.

Business Survey Results of 1023 Enterprises.

March 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�50�42�7�1�+43��Average prices�31�66�2�1�+29��Volume of order-books level (effective)�22�69�8�1�+14��Volume of order-books level (barter)�6�63�17�14�-11��Volume of order-books level (others)�10�46�11�33�-1��Do you consider that in volume terms:�Above normal�Nor-�mal�Below normal�N/A�Balance��Your present production�2�41�57�0�-55��Your order-books level (effective)�2�30�67�1�-65��Your export order books�2�27�41�30�-39��Your present stocks of finished goods�16�43�35�6�-19��What are the expected trends for the NEXT 2-3 months:�Up�Same�Down�N/A�Balance��Volume of output�44�46�9�1�+35��Average prices�43�52�2�2�+41��Volume of order-books level (effective)�27�64�5�4�+22��Volume of order-books level (barter)�7�59�17�17�-10��Volume of order-books level (others)�9�52�8�31�+1��

What BS findings are the most interesting for enterprises�(% of the number of respondents)

�Russia�Ukraine���1998�1999�2000�1999��Production output�55�54�65�41��Effective demand�70�66�60�53��Barter demand�--�--�12�--��Prices�68�71�69�30��Stocks�17�16�15�6��Actual changes�63�61�65�53��Estimations�23�23�21�13��Expectations�61�64�60�37��Graphs�48�45�45�18��Tables�47�55�46�45��Textual�44�41�43�29��Textual excerpts highlighted �22�24�24�16��Industrial sector total�59�60�58�31��Your industry�76�75�78�70��Other industries�14�16�14�41��Your sub-industry�23�26�26�--��Other sub-industries�3�4�4�--��Ownership category�10�8�11�8��Other countries�15�10�10�--��Sources: IET (Moscow) and the Institute of Statistics (Kiev).

��Assessment of current situation

The effective demand for industrial products continues its growth. In March the growth intensity rose by yet 3 points and became the highest value registered over the last seven months. The growth in monetary sales was registered in all the industry branches, except the electric power and food- processing sectors.

During the last months, the volume of barter transactions’ reduction shows a constant intensity. In March, the reports on a fall of barter still prevail in all the industry branches.

As a result, the aggregate (effective + barter) demand showed a higher growth rate in March relative to February. The growth in the respective index was reported by 27% of enterprises, while only 13% reported its fall. The better difference (25 to 9) in reports was noted only once- in March 1999. In the meantime, the most intensive growth in the aggregate demand was noted in the food-processing, construction, chemical and petrochemical sectors, while the minimal fall- in the electric power and construction sectors.

In March, a half of enterprises reported growth in their output, which is an absolute record value for all the 94 surveys. The share of reports about fall in output also broke record: only 7% of enterprises reported a drop in output in March, provided that this index has never dropped below 11% before. In March, the growth in output was taking place in all the industry branches, and it was most intensive in the metallurgical, construction sectors, and chemicals, petrochemicals, and machine building.

As our computations (on basis of loglinear models) show, during the last 1.5 years the change in output is determined by the dynamics of effective demand, while barter demand does not have any substantial impact on the industrial output. A thorough analysis shows that the growth in effective demand entails only the growth in output. Should the demand remain the same, the enterprises may increase or decrease, or keep it unchanged, while the fall in demand, as a rule, exclude any growth in output.

In March, the lack of the stock of finished products came back to practically the previous level. In February, the survey registered a 8- point drop in the index, while in March the excessive stock was reported only by chemicals, petrochemicals, and construction sector, and the other sectors mostly reported a lack of finished goods. The lack is especially significant in the machine- building sector, non- ferrous metallurgy, and light industry.

In March, the price rise slowed down slightly, however, the balance of reports (up- down) has not left the corridor margins within which it has been fluctuating since mid- 1999. The reports on a 30-35-point price rise prevail over the reports about a price decrease. During the last 12 months, a. 60% of enterprises reported their prices being unchanged.

Predictions and expectations

In March, the projections of change in output dropped once again. After the peak value reached in January, the overall fall made up 9 points. At the sector level, the improvement of projections was registered only in the non- ferrous metallurgy, while the other sectors demonstrated less optimism. However, the absolute fall in the output is projected only by the electric power, woodworking, forestry, paper and pulp sectors.

The projections of the change in effective demand remain at the highest level. Only 5% of companies envisage a drop in their monetary sales, and the growth in the monetary demand is projected by all the sectors. The most intensive growth in monetary demand is projected by the chemicals, petrochemicals, construction and metallurgical sectors.

In March, the projections of change in barter demand did not change. The balance of reports proves the prevalence of expectations of a contraction in the number of direct barter transactions, which has already been in place for 11 months. The fall in barter is still projected by all the sectors, except the construction industry.

March 27,2000

Sergey Tsukhlo,�Chief, Business Surveys Department

Charts of next Issue: barter demand expectations

�Effective demand expectations�(balance=up-down)
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