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�Budgetary situation



�Federal tax revenues continued their growth during all the first half-year with the maximum amount in May, when they reached 9.24% to GDP (see Table 1). Despite of the decrease in federal tax revenue in the first half year in relation to the May indicators, this results remains to be satisfactory concerning tax performance of the beginning of the year.

In the same time, Government activity in the field of wages and pensions indebtedness redemption caused the federal budget deficit growth by 4% to GDP - the fact that breaks the tendency of the first five months to increase revenue and expenditure without growth  and even with decrease of budget deficit.

Moreover, during last two months the volume of budget deficit financing exceeded the amount of the deficit itself by 0.78% to GDP and it could be seen in Table 1, that the Government preferred to use foreign borrowing more, than domestic one.



�Table 1. Russian federal budget execution (in percentage to GDP)���1995 �1996 �1.02.97�1.03.97�1.04.97�1.05.97�1.06.97*�1.07.97*��Revenue����������Profit tax�2,47�1,44�0,59�0,67�0,88�1,13�1,22�1,18��Personal income tax�0,2�0,23�0,20�0,20�0,17�0,12�0,10�0,10��Value added tax, special tax and excises�5,81�6,74�4,21�4,57�5,44�6,30�6,74�6,26

��Foreign trade taxes and duties�1,46�1,01�0,55�0,71�0,83�0,86�0,88�0,93��Other taxes, payments and duties�0,34�0,28�0,15�0,37�0,22�0,23�0,30�0,28��Total: tax and payments�10,28�9,70�5,70�6,52�7,54�8,64�9,24�8,75��Non-tax revenue�3,4�2,80�1,59�1,91�1,35�1,57�1,53�1,49��Total revenue�13,68�12,50�7,29�8,43�9,22�10,20�10,77�10,24��Expenditure����������Public administration�0,27�0,24�0,17�0,18�0,21�0,21�0,24�0,25��Foreign affairs�1,3�1,18�0,36�0,34�0,60�0,69�0,57�0,60��National defense�4,03�4,10�2,92�3,37�4,46�4,69�4,94�4,20��Fundamental research �0,29�0,29�0,05�0,11�0,23�0,28�0,31�0,33��Government services to the economy�2,18�1,84�0,86�0,89�1,43�1,53�1,64�1,50��Social security�1,12�1,22�0,52�1,70�2,19�2,28�2,40�2,47��Government debt attendance�1,5�1,51�1,24�1,32�1,94�1,85�1,91�1,73��Other expenditure�2,79�1,94�2,88�1,19�1,66�1,55�1,65�3,11��Total expenditure�15,24�14,37�8,42�9,10�12,72�13,09�13,48�14,19��Lending minus repayments�1,37�1,04�0,60�0,94�0,35�0,80�0,85�0,00��Expenditure and Lending minus repayments�16,61�15,33�9,02�10,04�13,07�13,89�14,33�14,19��Public deficit�-2,94�-2,83�-1,73�-1,61�-3,84�-3,69�-3,56�-3,95��Total financing, including:�2,94�2,83�1,73�1,61�3,84�3,69�3,99�4,73��     domestic borrowing�1,41�1,36�1,20�0,38�1,95�1,84�2,10�2,12��     foreign borrowing�1,53�1,47�0,52�1,23�1,89�1,85�1,89�2,61��Memo: GDP (trln. rbs.)�1659,2�2256�201�401�605�810�1017�1232��*Preliminary data

�According to the State Tax Inspectorate report on preliminary federal budget execution, that can be found in Table 2, actual budget revenue even after cutting the plan constitutes only 97.8% to the plan without non-cash clearance and expenditure amounts to 104% - the fact that allows to talk about insufficient share of cash payments in the total revenue.

�Table 2. Federal budget execution in the first half-year of 1997 (in percentage to the plan)���Without accepted promissory notes and other non-cash payments�With accepted promissory notes and other non-cash payments��Tax revenue:����  to the plan adopted by law�58,0�64,2��  to the plan after cutting�101,4�110,6��Non-tax revenue:����  to the plan adopted by law�86,7�86,8��  to the plan after cutting�101,4�100,1��Total revenue:����  to the plan adopted by law�57,6�62,9��  to the plan after cutting�97,8�109,1��Total expenditure:����  to the plan adopted by law�66,0�70,2��  to the plan after cutting�104,0�106,3��Public deficit:����  to the plan adopted by law�97,2�97,2��  to the plan after cutting�121,1�100,0��

�Beginning from April a tendency developed towards decrease in real profit tax arrears growth rates and the total amount of real general tax arrears has already been falling since March (see Fig.1). Another tendency is the one towards general decrease in total indebtedness to federal budget - this indicator fell from 83 trln rbs in May to 80.5 trln rbs by the end of June. In the first half-year tax authorities have managed to recover from tax non-payers the sum of about 37.5 trln rbs into federal budget, 31 trln rbs of which were paid without sueing debtors and after they have received order of collection. The amount of fines and other sanctions owed to the federal budget was by the 1st of July about 143 trln rbs, 49 trln of which are adjourned or restructured.



��

I.Trounin

Monetary Policy



�From the very beginning of spring the level of inflation has stabilized at the quite low level. So, during this period the weekly consumer price growth has been fluctuating within 0.1 – 0.4% (see fig. 2). That is 0.43 – 1.73% a month. In June 1997 the consumer prices grew up by 1.1% (14% annualized). According to our estimates, in July the consumer price growth will amount to 0.7 – 0.9%. This corresponds to 8.73 – 11.35% a year.

In July the main indicators of the Monetary Program implementation up to June 1, 1997was published by the Central Bank of Russia. So, for the first five months of 1997 the money supply (M2) has increased by 14.97% to 339.4 trillion rubles (see tab.3). The average pace of its growth was equaled  2.83%. The monetary base for the same period has grown less – by 13.22%. It reflects the decrease of money multiplier from 2.4 by the end of January 1997 to 2.29 by the beginning of May. The monetary aggregate M0 for the first five months of 1997 increased by 16.0%. The average pace of its growth was 3.01%. It is important to note, the growth indices of the monetary aggregate M0 and the monetary base would be higher if there is not their absolute decline, correspondingly, by 7.23% and 5.35% in January 1997. Simultaneously, the money supply (M2) did not demonstrated any reduction due to persistent growth of the non-cash assets (deposits of legal entity and private ruble deposits), amounted about 65% of broad money M2. For this period the non-cash assets have increased from 191.4 trillion rubles in the beginning of the year to 219.0 trillion rubles on July, 1. Thus, their growth was equaled to 14.4%.



�Figure 2.

�



�In the case of observance of targets fixed in the Monetary program for 1997, which was accepted by the International Monetary Fund, the further dynamics of inflationary processes will be over control of the Monetary authorities. 

There are two basic variants of the prediction of consumer price growth in 1997�. The presumptions of prediction of inflation are as follows. First of all, according to the Monetary program in 1997 the pace of M2 increment is fixed within 22 – 30%. It determines two main variants of inflation. They are the minimal variant of consumer price growth and maximal one. As it was noted above, the increment of the money supply (M2) from the beginning of the year to June, 1 equals to 14.97%. This means, that by the first and the second variant during the last seven months the broad money M2 has to rise, correspondingly, by 0.8% and 1.7% a month in average terms. In this cases, this monetary aggregate will reach 360.1 trillion rubles by the first variant and 383.8 trillion rubles by the second one. Second, the exchange rate policy of the Russian Central Bank will not change significantly. This will impede to the dollarization of the economy and to sharp fluctuations of demand for money.

The simulation of values of weekly CPI begins from the second half of July 1997. It means that in July there was the last autoregressive support on the actual CPI of previous week. Then the model bases on the theoretical values of consumer price growth.

According to the model the annual inflation in 1997 amounts to 15.41% and its average value is 1.20% a month by the first scenario. In the second case it is equal to 16.81% a year, or 1.30% a month. As it shown on the fig. 3 the expected consumer price growth for the second half of 1997 will not exceed 0.4% a week, or 1.73% a month.





�Table 3.

1996 –   1997�Money Base (MB)�Cash (М0)�Broad Money (М2)�Money Multiplier���trln. rubles�change in %�trln. rubles�change in %�trln. rubles�change in %�М2/MB��December�130.9�4.72�103.8�8.35�295.2�4.57�2.26��January�123.9�-5.35�96.3�-7.23�297.4�0.75�2.40��February�130.2�5.08�102.0�5.92�307.6�3.43�2.36��March�136.3�4.69�105.2�3.14�315.0�2.41�2.31��April�145.7�6.90�115.2�9.51�328.4�4.25�2.25��May�148.2�1.72�120.4�4.51�339.4�3.35�2.29��Figure 3.

�

Arkhipov S.A., Drobyshevsky S.M.

Financial Markets.



�The market for GKO-OFZ. The decrease of yields at the market of government securities and the vanishing of speculative interest of its agents testify to the certain success of the Government and the Ministry of Finance of Russia. In the second half of July 1997 the interest rates of GKO were within 17 – 21% annualized and the rates of OFZ were equaled about 25%. Almost all July the reduction of reserved assets in the trade system before trades was observing. This leads to some increase of yields in the middle of month. This fact makes the RCB to buy the securities at the market (before this moment the RCB sales the bonds.



�Figure 4.

�



�In the first half of July 1997 the Russian Ministry of Finance placed two one-year issues of GKO (№ 21078, 21079) and tranches of OFZ (№ 24013, 24014, 25001 and 25016). The announced volume of new securities equaled to 35.5 trillion rubles, the placed one – 20.8 trillion rubles. The demand measured by nominal value was 31.7 trillion rubles. These auctions raised 18.6 trillion rubles. With all this, 3.2 trillion rubles were placed at these trades. The net position of the RCB amounted to about 0.9 trillion rubles (from 01/07 to 16/07/97). It is necessary to note, for the first time for several months the announced volume of supply exceeded the demand by 12%. However, the really placed volume equaled to only 66% from the volume of demand. That is why it did not lead to a significant change of level of yields at the market.

Stock market. In June – July 1997 at the Russian stock market there has been continuing the growth of stocks' quotations of the most of Russian corporations (see fig. 5). The IET Price Index grew up by 28% only through the period of June 30 – July 24. In July 1997 it is essential to emphasized else some factors in addition to ones mentioned by us in the previous issue of the report. First, the dynamics of trading activity was greatly affected by heavy drop of yields at the market for government securities. The latter induced to allocate at the stock market rouble capital of many Russian commercial banks and investment companies. Second, the policy of the Russian government struggling against non-payments to the Federal budget which includes the restructuring of companies' indebtedness (clearance of balance-sheets), new auctions on selling of stocks being in federal government ownership increased the attractiveness of Russian corporations for both domestic and foreign strategic investors. Third, the boost of interest in this sector of financial market in many countries and as well as in Russia was contributed by the conjucture of world stock market (e. g. the record growth of Dow-Jones Index). Thus, the daily turnovers in RTS-1 reached new maximum level of 100 – 110 million US dollars. It is expected, in July the total monthly turnover will attain $1.5 billion.

The market characteristics of the most liquid stocks in June – July 1997 are given in the table 4.



�Figure 5.

�

Table 4. Stock Market Characteristics for 2.06 – 24.07.1997.��1) Liquidity (the ratio of number of days in which this stock were traded to the total number of days for the period): Irkutskenergo, KamAZ, LUKoil, LUKoil (preferred), Megionneftegas, Megionneftegas (preferred), Mosenergo, Norilsk Nickel, Norilsk Nickel (preferred), RAO UES Russia, RAO UES Russia (preferred), Rostelecom, Rostelecom (preferred), Sberbank, Surgutneftegas, Surgutneftegas (preferred), Tatneft – 1.0.�2) The most profitable stocks* (return for the period 2.06 – 24.07.1997): market index – 69.12%, Nizhnevartovskneftegas – 269.73% (0.41), Norilsk Nickel (preferred) – 185.60% (1.0), Novosibirskenergo – 164.56% (0.78), Norilsk Nickel – 147.37% (1.0), Sakhalinmorneftegas –- 146.37% (0.68).��3) The most riskless stocks (coefficient beta)*: market risk – 195.24%, Pervouralsk Novotrubny Plant – -0.002 (0.38), Electrosvyaz NSO – -0.009 (0.65), Noyabrskneftegas (preferred) – -0.041 (0.30), Noyabrskneftegas – -0.043 (0.41), Sakhalinmorneftegas – -0.056 (0.68).�4) The most underevaluated stocks (coefficient alpha)*: Sakhalinmorneftegas – 0.027 (0.68), Nizhny Tagil Integrated Steel Plant –- 0.022 (0.62), Novosibirskenergo – 0.020 (0.78), Condpetroleum – 0.020 (0.27), Nizhnevartovskneftegas –- 0.019 (0.41).��5) The stocks with the highest unique risk (low R-squared)*: Pervouralsk Novotrubny Plant – 0.000 (0.38), Electrosvyaz NSO – 0.000 (0.65), Noyabrskneftegas (preferred) – 0.001 (0.30), Noyabrskneftegas – 0.001 (0.41), Sakhalinmorneftegas – 0.001 (0.68).�6) The stocks with the lowest unique risk (high R-squared)*: Mosenergo – 0.741 (1), Rostelecom – 0.728 (1), RAO UES Russia (preferred) – 0.693 (1), RAO UES Russia – 0.689 (1), LUKoil – 0.665 (1).��7) Stocks accounted for the most share in the total turnover*: RAO UES Russia – 19.56% (1), Mosenergo – 13.90% (1), LUKoil – 12.07% (1), Rostelecom – 7.05% (1), Surgutneftegas – 4.50% (1).��* There are liquidity coefficients in parenthesis.

�Interbank credit market. The situation at the ruble interbank loan market was rather stable in June – July 1997. The actual interest rates on loans with all terms fluctuated in a narrow band of 10 – 25% annualized (see fig. 6). However, by the last decade of July the level of interest rates happened to be about 5% higher the rates on credits with corresponding terms in the beginning of June.

During June – July 1997 a growth of volume of given credits was occurred (see fig. 7 and tab. 5). According to preliminary assessments, in July the total volume of given loans will get 85 trillion rubles, so exceeding the turnover of the secondary GKO-OFZ market. Besides, the share of the shortest credits (on 1 – 3 days) remains at the very high level of 95% of the total volume.





�Figure 6.

�



Figure 7.

�



�Foreign exchange market. The official US dollar exchange rate increased by only 0.16% or 1.89% annualized in June 1997 (from 5773 to 5782 rubles per dollar). As it shown on the fig. 8, its dynamics did not fluctuate significantly. In June on the Moscow Interbank Currency Exchange the dollar exchange rate ranged within 5757 – 5765 rubles per dollar. That was lower than the level of official one by 15 – 20 rubles for the same period. Generally, in June on the MICEX rate of dollar changed only from 5767 to 5766 rubles per dollar, i.e. -0.02% a month (-0.21% a year). At the interbank currency market there was a similar situation. The dollar exchange rate changed from 5768 to 5771.5 rubles/$, or by 0.06% (0.73% annualized).



�Figure 8.

�

Table 5. Indicators of Financial Markets.��month�March�April�May�June�July*��inflation rate (a month)�1.4%�1%�0.9%�1.1%�0.7 – 0.9%��annualised inflation rate by the month’s tendency�18.2%�12.68%�11.4%�14.03%�8.73–11.35%��the RCB refinancing rate�42%�36%�36%�24%�24%��auction yield on GKO (end of the month)�36.55%�30.64%�27.26%�18.64%�18.89%��auction yield on OFZ (end of the month)�43.18%�36.65%�35.58%�25.84%�24.63%��auction yield on OGSZ (end of the month)�35.2%�39.70%�34.61%�20.42%�18.22%��annualised GKO yield to maturity:�������less than 1 month�31.39%�27.40%�22.00%�17.84%�17.5%��1-3 months�33.69%�32.16%�24.13%�19.61%�17.5%��3-6 months�33.66%�33.62%�28.24%�21.69%�19%��average yield on all issues�33.00%�32.17%�26.65%�20.28%�18%��annualised yield to maturity on OFZ issues�38.20%�39.72%�35.40%�31.51%�25%��turnover of GKO-OFZ market a month (billion rubles)�77117�90230�77011�82445�75000��the overall value of outstanding  GKO–OFZ (trillion rubles)�276.7�285.66�295.1�302.3�315��nominal surplus of the overall value of outstanding  GKO–OFZ compared to the previous month�5.7%�3.2%�3.3%�2.4$�4.2%��IBC – INSTAR rate (annual %) on loans by the end of the month:�������overnight�14.93%�26.49%�7.71%�15.13%�15%��1 week�27.80%�24.06%�9.90%�20.34%�20%��2 weeks�29.95%�28.56%�16.75%�21.04%�18%��1 month�30.00%�30.40%�22.13%�20.00%�19%��turnover of IBC market a month (billion rubles)�56625�69912�67535�74768�85000��official exchange rate of ruble per US dollar by the end of the month�5729�5762�5773�5782�5798��official exchange rate of ruble per DM by the end of the month�3418�3327�3394�3352�3158��average annualised exchange rate of ruble per US dollar growth�11.80%�7.8%�2.32%�1.89%�2.77%��average annualised exchange rate of ruble per DM growth�18.92%�-27.7%�22.1%�-1.24%�-5.79%��gross turnover on the MICEX by USD and DM a month (billion rubles)�892.7�1157.4�1956�1700�1650��turnover at the stock market in the RTS for the month (millions of USD):�565.4�575.76�804.0�948.74�1500��average annualised return at the stock market in the RTS:�-4.86%�13.89%�6.07%�24.85%�40%��RTS market portfolio risk:�41.37%�125.71%�53.72%�78.33%�260%��*/ estimate



�It is expected, in July the official exchange dollar/ruble rate will get the level of 5798 rubles per dollar. This equals to 0.28% a month (3.37% annualized). On the MICEX the ruble exchange rate will get 5802 rubles/$. This corresponds to 0.62% a month (7.75% annualized). At the interbank currency market it will rise to 5803 rubles/$, or by 0.55% (6.75% annualized).

The exchange rate 'Deutsche mark/ruble' decreased from 3394 rubles/DM to 3352 rubles/DM in June 1997. This corresponds to -1.24% a month, or -15.90% annualized. In July there is the continuing of tendency. According to our estimates, the Deutsche mark exchange rate will mark down to the level of 3158 rubles/DM. Thus, the reduction will be about 5.79% per month, or 96.49% annualized.

The gross turnover on the MICEX by the US dollar and the Deutsche mark in June 1997 comparing to May slightly reduced to 1700 billion rubles. It is expected, in July the gross turnover on the MICEX by the US dollar will amount to 1550 billion rubles and 100 billion rubles by the Deutsche mark.

Arkhipov S.A., Drobyshevsky S.M., Lugovoy O.V.



�Investment to the real sector of economy 



�The amount of investment to capital assets in the first half of 1997 made up RUR 147 trln. or 11.9% of GDP. Since the beginning of 1997 the situation in the sphere of investment has been deteriorating, even  though the low inflation has taken shape and the juncture in the financial sector has changed. The remaining high investment risks, lack of incentives to investment activity  on the part of various groups of economic agents, restrictions in access to financial capital may be attributed to the factors, which negatively influence the level of business activity. In addition to these negative factors, it is also worthwhile to  mention that  the Russian banks have found themselves unprepared to deal with investment projects and the domestic enterprises are not inclined to  make their own activity transparent and to make themselves accessible for  investors .

The structure of the sources of financing investment to capital assets remains the same- 80% fall on extrabudgetary capital, including approximately 60% of enterprises’ own capital.

The low level of investment activity is determined by the dynamics of the government investment to capital construction. In the first half of 1997 the government investment were earmarked at the level of 27.7% of the  re-specified indicators with the account of the sequester; as to the Federal Investment Program, the respective index made up 18.5%, accordingly. As per the tenders for obtaining government investment to the commercial highly effective projects, the government has not practically started yet  paying off its investment  debts.

In the structure of investment to capital assets the  growth in the share of investment in fuel and energy complex is observed. According to the preliminary data, almost one- fifth of the total volume of all the investment to the Russian economy were forwarded to the oil and gas branches,- the situation in the branch has not yet improved, though. 

The reduction in investment to the Russian economy made up 9% when compared with the first half of 1996, including: by the construction of production objects- 3% and by social objects- 19%. House building dropped to the critically low level ever observed over the period of the last three years. In the first half of 1997 130 new apartments with all the utilities were built. Their total area made up 102. mln. square meters. This is at 16% less than in the first half of 1996. With the restricted solvent demand, the volume of sales reduces, expenses, which are related to conservation and maintenance of ready objects, grew and prices for new apartments decreased by almost 30%  since 1996. With the current level of the population’s income, the chances for  a renewal of the demand are restricted by the lack of the developed system of  long- term housing credits.

O. Izryadnova

�

Situation in agriculture



�Goskomstat has published the data concerning sowing areas of major crops this year. The overall sowing area of crops in the agricultural enterprises of all the categories reduced by 4%  when compared with last year. The reduction was especially notable with regard to flax- 26%, soya- 20%, sugar beet- 12%, sunflower- 90%,  crops for cattle- feed -9%. As to other crops, the reduction in sowing area was not as much siginificant:  the sowing area of potato and vegetables reduced by 2%, and  of  grain crops- 1%. The sowing area of the major food grain crop- wheat- remained unchanged.

In the structure of the overall sowing area the shares of sunflower and cattle- feed crops shrunk, while the shares of grain crops and vegetables grew. As to the share of potato, it remains the same.



�Sowing areas of agricultural crops in 1997.



�1997�1996�1997 in % to

1996��Overall sowing area�95.7�99.7�96��grain crops ( corn exclusive)�53.5�54.0�99��wheat�25.7�25.7�100��sugar beet�944�1072.7�88��soya�389�486.3�80��sunflower�3.6�4.0�90��flax�113�152.7�74��potato�3.3�3.4�98��vegetables�723�737.8�98��

�Of the Russian regions 12 regions have already started harvesting grain crops. As of 21 July, the grain crops were harvested at 6% of the total sowing area; 7.4 mln. tons of grain have been already threshed. This indicator slightly exceedes the respective index of the preceding year. The average yield rate makes up 27.2 centners per hectare against 25.0 centners per hectare reported as of this date last year.

The favorable weather conditions allow to assume that the harvest of grain crops should be fairly good: according to the “Sovecon” Center’s  forecast, the harvest should make up 79 mln. tons, while the “Ogo” company  presumes it would be 80 mln. tons. At the same time the deficit of fuel for harvesting and the lack of harvesting machinery may cause substantial loss of grain, especially in the  Siberian regions, in which the harvesting campaign should start later.

In the course of this agricultural year agricultural producers once again are confronted with the lack of efficient government agricultural policy. The system of financing of agriculture was changed in 1997. The goods credit was canceled. The special fund  for issuance of preferential credits  to agricultural producers was established: the fund should  be receiving  its capital through sales of agro- bonds emitted by regions in order to prolongue their debts to the budget;  in addition to the above, there is  the fund  for leasing agricultural machinery; besides, the largest private banks in this country, namely Alfa- Bank and SBS- AGRO,  participate in the program of issuing credits to the national agriculture.

Despite  many new initiatives, however,   the harvesting campaign, as usual, started in a critical situation. According to the current data, the agricultural enterprises would use not more than 70-75% of their stock of machinery  in the forthcoming  harvesting campaign. At the moment, when the harvesting  campaign is under way, the Ministry for Agricultural Products has made a decision to allocate necessary money to combine- building plants for manufacturing  harvesting machinery; of 4.7 mln. tons of diesel fuel and 2.2 mln. tons of gasoline, which the agricultural producers need to consume in the course of harvesting campaign, only 9% of fuel were supplied. The money transferred in mid- July to the fund for preferential credits were suspended because the authorized banks had not signed the respective agreements with the Ministry for Agricltural Products and the Minsitry of Finance.  Top officials in the Ministry for Agricultural Products assume that the situation with the financing  of the harvesting campaign should be improved. However,  since the term of the improvement has not yet been defined, the loss may become rather big.

I. Khramova

�Industrial juncture



�According to the enterprises’ estimations, the downfall of demand slowed down in July. The balance grew by 4 points, but it still remains negative, i.e. the solvent demand for industrial products is reducing. The rise in demand is registered only in construction industry for the second month running. The most intensive reduction in demand takes place in machine building and timber and paper and pulp complex.

The level of dissatisfaction with the volume of demand  in July slightly fell and  became equal to the best value in 1997, which was registerd in April.

The dynamics of industrial production has been rather unstable during the last months. The absolute rise in output would be followed by its decrease. In July the balance dropped by 12 points and became negative again. The positive values ( production growth) are noted in ferrous metallurgy, wood- working and food branches, and in construction industry.

Similar to the estimations of demand, the estimations of the production volume show the best values since the beginning of this year.

The producer prices have not changed in the course of the last three monts. The balance ( up- down) is fluctuating between -2%...+3%. In July the surveys registered the absolute price rise only in petrochemical, machine- building  branches and  in light industry. As to other branches, the prices there were decreasing.

��



�The volume of stock of finished products in industry continues to shrink. The most intensive shrinkage is observed in petrochemical industry and wood- working industry. The rise in stock in July was observed only in food branch.

The balances of estimations wuth regard to the stock of finished products by industry as a whole have been negative already eight months running-  enterprises consider their stock of finished products insufficient. The excessive stock of finished products in July was registered only in metallurgical industry and construction industry.

The intensity of the rise in  production costs ( up- down) by the branches  fluctuates from +30% in food and petrochemical  branches to +7% in construction and light industries. The rise in production costs in machine building is estimated with the balance of +14%.

After the 4 month deterioration the forecasts  of the change in output improved in July by 6 points. The hope for a rise in output prevails in all the branches. The most optimistic forecasts were noted in ferrous metallurgy and machine building.

The forecasts of the change in prices have decreased steadily since the beginning of this year. In the forthcoming months the absolute decrease in prices may happen in ferrous metallurgy and petrochemical industry, while other branches forecast the price rise, which  may be most intensive in food and wood- working industries.

The forecasts of the change in demand  have kept their positive values since January 1997, i.e. the hope for a rise in demand steadily prevails in the industry. In July the most optimistic forecasts were registered in light and wood- working branches.

The forecasts of the change in emloyment continue ti imporve. The negative balances in all the branches, however, still testify to the forthcoming cuts in personnel. The minimal level of  dismissing may take place in food ( -4%) and light (-9%) branches, while the largest number of dismissed staff may be observed  in ferrous metallurgy (-31%).

S. Tsoukhlo

�Foreign trade.



�Between May- June 1997, the rate of the reduction in Russian goods turnover accelerated. Given  that between February- April 1997 the goods turnover was decreasing by 2-3% when compared with its respective indices of last year, in May the decline rate  made up 6%, and in June - 8%. Such a drop took place because of  the 9 per cent fall in Russia’s goods turnover with the C.I.S. states, primarily, Ukraine and Kazakhstan, which are the largest Russia’s trade partners within the Commonwealth. The reason for such a fall was that the trade with the above- mentioned states  has become subject to the double taxation. The other reason for such  a fall in goods turnover is that barter transactions make up over 40% in Russia’s trade with Ukraine and Kazakhstan. Therefore, the fall in export indices has resulted in the respective decrease in import indices. The system of registration of  the barter contracts, which was introduced  in late 1996, does not allow to artificially  rise the prices (  that was the usual practice of Russian economic agents till late 1996, since their purpose was to get their flows of goods balanced).

Price factor has become  an additional reason for the general trend to the decline in foreign trade turnover. This year, the situation in international markets dictates the fall in prices for major goods which determine the volume of Russian export. Thus, in May 1997 international prices for copper dropped by 10%, lead- by 28%, nickel- by 8%, oil- 1.5%, gasoline- 7%, when compared with their respective  indices as of last year.
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�In general terms, for the first half of 1997 on the whole Russian foreign trade turnover  made up USD 70.8 bln. This is at 3.3% less when compared to the same period of the preceding year. The volume of export decreased by 1.9% (USD 41.2 bln.) and the volume of import dropped by 5.3 % ( USD 29.6 bln.).

In July the RF Ministry of Justice registered the Statute of the RF State Customs Committee, in compliance with which the major mass of goods imported to Russia from the Belorussian customs territory is subject to registration at the customs. With the transparent Russian- Belorussian border in 1995, Russian customs officers  used to have many problems related to  charging customs duties and payments for the goods imported from Europe via Belorussian territory. Since July 1997 an importer of goods transported from Belorussia must prove the status of a good in the course of the  registration of the good at the customs office, i.e.  in order to have a good exempted from customs duties, the importer must prove either that the good was produced in Belarus, or that the  Russian customs  has already charged  the importer yet in the territory of Belarus. It is stipulated in the present Statute that the status of goods which have the origin from Belorussia must be confirmed with the documents, which are standard for the C.I.S. states.  Usually such a document, which must be presented to the Russian customs body, is  the Certificate of Origin of the Good.

S. Prikhodko, N. Volovik
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� To predict the inflation in 1997 we use the autoregressive inflation model that takes into account the price inertness. Generally, the model may be specified as the equation:                           pt = с + a1pt-1 + a2mt-1,t-21+et ,

where pt – the consumer price index during week t, pt-1 – the consumer price index for the previous week, mt-1,t-21 – the geometric mean of monthly М2 (broad money) rates of growth distributed through previous 21 weeks that took with the one month lag, c – the intercept, a1, a2 – regression coefficients, et – the influence of other non-monetary factors. The estimates are obtained with the correction of the serial autocorrelation of residuals by the Prais-Winsten method. As a result of the correction of the serial residuals' autocorrelation the following estimates were obtained: a1 = 0.7981, a2 = 0.0186, c = 0,0002. The period of М2 growth's influence equaled to 21 week is received as a result of optimization among different terms (from 5 to 35 weeks) by the coefficient of multiple determination (R2). The adjusted R2 = 0.898, the values of t-statistics for parameter a1 is 15.63, for a2 – 2.49. The Durbin-Watson coefficient equals to 2.09. This implies an absence of the serial autocorrelation of residuals. The number of used observations amounts to 102 (the end of May 1995 – the beginning of May 1997). These estimates were used to predict the dynamics of inflation in 1997.
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