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The results of the July survey prove the improvement of the situation in the national industrial sector after a two- month period of problems. The monetary sales rate began to grow, industrial growth tended to recover, the inhibiting impact of non- payments slid substantially. The forecasts of output, monetary demand and employment have reached the most optimistic level.

Business Survey Results of 1009 Enterprises.

July 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
41
40
18
1
+23

Average prices
30
67
2
1
+28

Costs of unit
52
43
4
1
+48

Volume of order-books level (effective)
21
65
11
3
+10

Volume of order-books level (barter)
6
59
24
11
-18

Volume of order-books level (others)
10
61
14
15
-4

Volume of stocks of  finished goods
18
50
23
9
-5

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

Your present production
2
32
65
1
-63

Your order-books level (effective)
2
35
61
2
-59

Your order-books level (barter)
25
42
14
19
+11

Your order-books level (others)
15
43
17
25
-2

Your export order books
2
25
45
28
-43

Your present stocks of finished goods
16
42
35
7
-19

Your present stocks of raw materials
6
31
59
4
-53

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

Volume of output
47
46
6
1
+41

Average prices
49
48
1
2
+48

Costs of unit
61
31
6
2
+55

Numbers employed
26
66
7
1
+19

Volume of order-books level (effective)
29
59
6
6
+23

Volume of order-books level (barter)
5
60
18
17
-13

Volume of order-books level (others)
8
61
10
21
-2

Volume of export  order book level
10
54
5
31
+5

Stocks of finished goods
10
65
18
7
-8

May the enterprises official reports to government
 agencies be used to evaluate the actual situation
in the Russian industrial sector, %.

Sectors and sizes
Yes
No

Industry as a whole
73
27

Electrical energy
79
21

Fuel
55
45

Ferrous metals
76
24

Non-ferrous metals
69
31

Chemicals and petrochemicals
77
23

Machine building
77
23

Wood and timber
69
31

Construction material
73
27

Light 
72
28

Food and drinks
71
29

Milling
64
36

1 - 200
69
31

201-500
73
27

501-1000
73
27

1001-2000
71
29

2001-5000
73
27

> 5000 
87
13

Source: Survey by IET.

Assessment of current situation

The effective demand growth rate began to grow in July. After the 3-point fall in May, the intensity of monetary sales reached 10 points in July. The absolute growth was reported by all the sectors except the light, food- processing industries, and non- ferrous metallurgy. It was the construction sector, electric power and petrochemicals sectors that raised their monetary sales most intensively.

The barter deals are continuously falling and being supplanted by monetary transactions. In July, the intensity of the reduction in barter deals fell slightly, however, the proportion of “ down” reports prevail in all the sectors, but the food- processing industry branch, while the most intensive fall of barter was reported by the electric power and metallurgy.

As a result, the total (effective + barter) demand began to grow in July. Its growth rate reached 2 balance points after the minimal contraction registered in May. The decline in the total demand was registered in terms of industry branches in electric power, metallurgy and light industry, while the most intensive growth in demand was noted in the fuel sector and construction industry.

Following the demand, the growth of output began to recover. In July, its growth rate rose and reached 23 points. The best post-crisis value if this index was registered in March 2000 and made up 43 points. At that time, the growth in production was reported by 50% of enterprises vs. 7% of reports regarding its decline, while currently the respective ratio is 41 to 18. In July, the absolute decline in output was noted only in the sector for electric power, while the other sectors raised their output.

The contraction in the finished products stock continued to slow down. Over the last four years, the contraction in the stock was noted only in the IInd and IIIrd Quarters 1998: that took place against the background of a sharp fall in effective demand and non- payments. Meanwhile the situation is substantially different. In July 2000, the non-payments inhibit the growth in output only at 22% of enterprises (in April 1998- at 67%), low demand- at 42% (April 1998- 66%). However, the inaccessibility of credits still presents the constraint to the growth in output in the conditions of growing demand and optimistic forecasts.

As a result, the estimates of the finished products stock still tend to drift towards “below norm” reports. Enterprises consider that as long as demand, primarily, the monetary one, is growing, they should have more finished goods in stock. The preponderance of such a mood currently is especially characteristic of the industry of construction materials, non- ferrous metallurgy, machine building, chemicals and petrochemicals sector.

Predictions and expectations

The forecasts of change in output are improving for the third moth running. After their decline in April, they have grown by 13 points and almost reached the absolute maximum for all the 98 surveys, which was registered in January 1998. The minimal fall in output is projected only in the non- ferrous metallurgy and food- processing sector, while the other sectors showed a clear prevalence of the hope for growth in output.

The forecasts of change in pricing grew and got back to the level noted in the beginning of the year. The adjustment of price forecasts towards a slower growth was registered in the electric power, metallurgy, wood- processing, a construction industry, while the other industry branches envisage a more intensive growth in prices than it was forecasted a month ago.

The forecasts in the change in effective demand reached an absolute maximum in July- such preponderance of the hope for the growth in sales over the expectations of their fall has not been ever registered. The absolute decline in monetary demand is envisaged over the forthcoming months only in the food- processing sector, while in the other sectors (except the construction industry), the forecasts became more optimistic.

In July, the forecasts of change in barter deals remained unchanged- at the most pessimistic level for the to years of its monitoring. Enterprises still envisage the most intensive contraction in barter transactions. The index of substitution of barter demand for effective one (envisaged values) peaked its maximum in July. Only 5% of enterprises envisage the growth in barter in the close future against the decline of monetary sales.

July 31,2000

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: output expectations


Total (effective + barter) demand expectations (balance = up-down)
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