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�Budgetary situation.

Table 1. Execution of the federal budget of Russia (% of GDP)���1995 �1996 �1.02.97�1.03.97�1.04.97�1.05.97�1.06.97�1.07.97�1.08.97*��Revenue�����������Profit tax�2,47�1,44�0,59�0,67�0,88�1,13�1,30�1,29�1,17��Personal income tax�0,2�0,23�0,20�0,20�0,17�0,12�0,12�0,10�0,09��VAT, special tax and excises�5,81�6,74�4,21�4,57�5,44�6,30�6,64�6,28�5,98��Taxes on foreign trade�1,46�1,01�0,55�0,71�0,83�0,86�0,88�0,93�0,93��Other taxes, dues and payments�0,34�0,28�0,15�0,37�0,22�0,23�0,25�0,14�0,22��Overall taxes and payments�10,28�9,70�5,70�6,52�7,54�8,64�9,19�8,74�8,39��Non-tax revenue�3,4�2,80�1,59�1,91�1,35�1,57�1,54�1,55�1,29��Overall revenue�13,68�12,50�7,29�8,43�9,22�10,20�10,73�10,29�9,46��Expenditure�����������Public administration�0,27�0,24�0,17�0,18�0,21�0,21�0,24�0,24�0,27��International activity�1,3�1,18�0,36�0,34�0,60�0,69�0,69�0,73�0,53��National defense�4,03�4,10�2,92�3,37�4,46�4,69�4,91�4,28�4,25��Fundamental research�0,29�0,29�0,05�0,11�0,23�0,28�0,31�0,31�0,35��Services to the national economy�2,18�1,84�0,86�0,89�1,43�1,53�1,62�1,47�1,96��Social expenditure�1,12�1,22�0,52�1,70�2,19�2,28�2,36�2,38�2,15��Public debt attendance�1,5�1,51�1,24�1,32�1,94�1,85�1,91�1,74�1,77��Other expenditure�2,79�1,94�2,88�1,19�1,66�1,55�2,04�2,21�1,90��Overall expenditure�15,24�14,37�8,42�9,10�12,72�13,09�14,08�13,36�13,17��Lending minus repayments�1,37�1,04�0,60�0,94�0,35�0,80�0,19�1,03�0,88��Expenditure and lending minus repayments�16,61�15,33�9,02�10,04�13,07�13,89�14,28�14,39�14,04��Budget deficit�-2,94�-2,83�1,73�1,61�3,84�3,69�3,55�4,10�4,59��General financing, o.w.�2,94�2,83�1,73�1,61�3,84�3,69�3,55�4,10�4,59��     domestic borrowing�1,41�1,36�1,20�0,38�1,95�1,84�1,66�1,48�2,35��     foreign borrowing�1,53�1,47�0,52�1,23�1,89�1,85�1,89�2,62�2,24��Memo: GDP (trln. of rbs)�1659�2256�201�401�605�812�1019�1226�1454��* Preliminary



�As on July 1 a situation with the federal budget remains disappointing. Execution of the budget may be considered as successful only if sequestration is taken into account, whereas as compared to the initial plan revenues are executed only by 50-60%.

The main source of financing of federal budget expenditures is still foreign borrowings in form of borrowings offered by international financial institutions, foreign governments and private sector.

According to the preliminary data of execution of federal budget in July 1997, see Table 1, tax revenue still tends to drop. Such a situation with the execution of federal revenue increases a volume of federal budget deficit. 

The execution of consolidated budget is presented in the Table 2.

As depicted in the Figure 1 an increase of volume of tax liabilities to the federal budget took place in July, and the total amount of tax arrears accounted for RUR 85 trln.

Efforts of the Russian Fiscal Agency lead to a lifting of tax liabilities for the amount of RUR 43 trln (from the beginning of this year). This figure include RUR 36 trln. of arrears that were overtaken voluntarily by a tax payers upon receipt of payment requests.



�Table 2. Execution of the consolidated budget of Russia in 1996 (% of GDP)���1996�I�II�III�IV�V�VII��Total taxes and payments�20,97�12,99�14,15�16,07�18,39�19,70�19,43��Non-tax revenues�2,83�2,32�2,65�2,51�2,43�2,51�2,64��Total revenue�24,9�15,31�16,80�18,58�20,82�22,21�22,07��Total expenditure and lending minus repayments�29,07�18,22�20,11�23,50�25,31�26,21�26,76��Public deficit�4,17�2,91�3,31�4,92�4,49�4,00�4,69���

Batkibekov S.B.

Monetary Policy



�In summer 1997 as well as in 1994 –1996 the seasonal decrease of pace of consumer prices’ growth was observed. The consumer prices grew up by 0.9% in July 1997, i.e. 11.35% in annual terms. It is expected the zero-rate inflation in August 1997. As an important fact one can note the case of deflation by 0.1% being from August 11 to August 17 (see fig. 2). The previous case of consumer prices' decrease has been noticed during the second half of August 1996.



�Figure 2.

�



�The long-run pattern of inflationary processes does affect the dynamics of the exchange rate of the national currency. The forecast of a growth of the official dollar exchange rate is based on the following presumptions. First, the declared in November 1996 by the RCB policy of inclined currency target zone will remain till the end of 1997. That means, the upper border is fixed at the level of 6350 ruble/$ and the lower one – 5750 ruble/$. Second, it is supposed, according to the model described in the previous report the level of inflation in 1997 will go down. In particular, it is expected, the increment of consumer price growth for the year will amount to 15 – 17%. That corresponds to 1.2 – 1.3% monthly in average. Third, the Russian Central Bank will continue to realize the policy of nominal anchor. In particular, from October 1996 to July 1997 (for the last ten month) the pace of ruble depreciation was about 51% of the rate of consumer price growth (see fig. 3). Two given below variants of dynamics of official exchange rate are based on the accepted ratio, that is equal to 45% and 55%, correspondingly.



�Figure 3.

�

Figure 4.

�



�The actual trend of exchange rate's dynamics will fluctuate within the range limited by the ratios (45% and 55%) given in the third presumption to the forecast. On the figure 4 there are depicted two mentioned variants of dynamics of official US dollar exchange rate. According to the first variant, by the end of the year the dollar rate will get 5950 rubles per dollar (the increment per year equals to 7.01%), according to the second variant, the dollar rate will reach 6038 rubles per dollar (the annual increment amounts to 8.60%). Thus, the most likely value of official dollar exchange rate is 5994 rubles per dollar by the end of 1997. In this case from the end of August to the very beginning of 1998 the exchange rate of ruble against US dollar will decrease by 3%. This corresponds to 7.81% of the annual increment.

Arkhipov S.A., Drobyshevsky S.M.

�Financial Markets.

�The market for GKO-OFZ. The fall of the government securities’ yields has stopped in August 1997. Moreover, in the first half of the month there was a short-term rise of interest rates touched upon the shortest issues to much extent (18 – 20% a year after taxation) (see fig. 5).

�Figure 5.

�

Figure 6.

�

�The term structure of GKO yields took a negative slop by the middle of the month. This is essential under a lack of liquidity at the market (see fig. 6). Almost the whole period the RCB bought the securities at the secondary market to maintain the level of yields. The total RCB’s netto-position of operations at the secondary market was negative ( about –3 trillion rubles).

For the period August 1 – 26, 1997 the Russian Ministry of Finance placed four one-year issues of GKO (№ 210, 21083, 21805, 21086), two semiannual tranches (№ 21081, 21084), one four-month issue (21087) and one tranche of OFZ (24017). The declared volume of new issued securities amounted to 43 trillion rubles, demand – 41 trillion rubles. There were placed new GKO and OFZ at the sum of 30 trillion rubles by face-value. The gain was 26 trillion rubles, the redemption – 26 trillion rubles. At the secondary market there were placed securities by 2 trillion rubles, ahead of schedule matured – by 5 trillion rubles (OFZ № 24006). So, the net gain of the Ministry of Finance was negative (about –3 trillion rubles).

The present situation testifies to the coming of hard times for the Ministry of Finance RCB. The traditional instability in autumn is able to effect the investors’ expectations under any sign of the RCB inability to control the market. Moreover, a further decline of interest rates is improbable. Hence, the most likely anticipation is a growth or stability of bonds’ yields. At the present the term structure of yields does not show an obvious predominance of bullish expectations.



�Figure 7.

�

�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. 7). 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 3.

�Table 3. Stock Market Characteristics for 1.07 – 22.08.1997.��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), Mosenergo, Norilsk Nickel, Norilsk Nickel (preferred), RAO UES Russia, RAO UES Russia (preferred), Rostelecom, Rostelecom (preferred), Sberbank, Sberbank (preferred), Surgutneftegas, Surgutneftegas (preferred), Tatneft – 1.0.��2) The most profitable stocks* (return for the period 1.07.1997 – 22.08.1997). Market index – 51.63%, Nizhnevartovskneftegas – 429.32% (0.56), Norilsk Nickel (preferred) – 103.76% (1.0), Yuganskneftegas – 91.39% (0.92), Uralsvyazinform – 86.53% (0.87), Novosibirsk Telephone – 85.33% (0.39).�3) The most riskless stocks (coefficient beta)* Market 

risk – 201.28%, Nizhny Tagil Integrated Steel Plant – 0.001 (0.72), Bashkirenergo – 0.065 (0.26), Tyumentelecom – 0.066 (0.26), Pervouralsk Novotrubny Plant – 0.098 (0.41), Noyabrskneftegas – 0.110 (0.64).��4) The most underevaluated stocks (coefficient alpha)* Nizhnevartovskneftegas – 0.035 (0.56), Chernogorneft – 0.017 (0.51), Novosibirsk Telephone – 0.016 (0.39), Sakhalinmorneftegas – 0.013 (0.82), MCTN (preferred) – 0.012 (0.90).�5) The stocks with the highest unique risk (low R-squared)* Nizhny Tagil Integrated Steel Plant – 0.000 (0.72), Pervouralsk Novotrubny Plant – 0.003 (0.41), Novosibirsk Telephone – 0.003 (0.39), Noyabrskneftegas – 0.003 (0.64), MCTN (preferred) – 0.012 (0.90).��6) The stocks with the lowest unique risk (high R-squared)* Mosenergo – 0.773 (1), Rostelecom – 0.683 (1), LUKoil – 0.674 (1), RAO UES Russia – 0.648 (1), Surgutneftegas – 0.647 (1).�7) Stocks accounted for the most share in the total turnover*  RAO UES Russia – 20.71% (1), LUKoil – 13.35% (1), Mosenergo – 12.77% (1), Rostelecom – 9.52% (1), Surgutneftegas – 4.23% (1).��* There are liquidity coefficients in parenthesis.

�Interbank credit market. In July – August 1997 the situation at the ruble interbank loans market may be regarded as a stable one. The conjucture was affected by the actions of the RCB. In particular, the growth of a volume of given mortgage loans and the widening of the repurchasing market provided the stability of interest rates on credits at the level close to the RCB’s rates (see fig. 8).

�Figure 8.

�



�The tendency to a growth of trade volumes has been maintaining in July – August by loans with all terms (see fig. 9). First, it refers to the shortest credits. The total volume of trades at the market in July 1997 exceeds 78.8 trillion rubles. According to preliminary estimates, in August the volume of given credits reaches 95 trillion rubles (see tab. 4). As an important fact there is the excess of the IBC market turnover over the ones at the secondary GKO-OFZ market in July – August by 10 – 30%.



�Figure 9.

�



�Foreign exchange market. Despite of the decline of inflation to zero level the pace of exchange rate growth has slightly grown in July – August 1997. In July 1997 the official dollar exchange rate increased from 5782 to 5798 rubles per dollar, i. e. by 0.28% or 3.37% annualized. The dollar rate on the Moscow Interbank Currency Exchange grew up from 5766 to 5809 rubles per dollar, i.e. by 0.75% a month (9.33% a year). At the interbank currency market the dollar rate increased less: by 0.67% or 8.31% annualized (from 5771.5 to 5810 rubles/$). According to preliminary estimates, in August 1997 the official exchange dollar rate will get 5827 rubles per dollar. That equals to 0.50% a month (6.17% annualized). On the MICEX the ruble exchange rate will reach the level of 5835 rubles/$, i.e. will rise by 0.45% a month, or 5.51% a year. At the interbank currency market it will growth to 5832 rubles/$. In this case the increment will be equal to 0.38% (4.64% annualized).



�Figure 10.

�

�The dynamics of the official, MICEX and average interbank exchange rate of dollar for July – August 1997 depicted on the fig. 10.

In July 1997 the official and the MICEX rates 'Deutsche mark/ruble' dropped from 3330 rubles/DM to 3160 rubles/DM. It corresponds to -5.11% a month, or -46.68% annualized. However, since August 8 the character of Deutsche mark rates’ dynamics has changed. According to our estimates, the Deutsche mark exchange rate will be 3250 rubles/DM by the end of August. So, the increment of DM will be about 2.85% per month (40.07% annualized).

In June – July the gross turnover on the MICEX by the US dollar and the Deutsche mark was at the level of 1700 billion rubles. In August it is expected that the gross turnover by the US dollar will increase to 1900 – 1950 billion rubles and to 110 – 130 billion rubles by the Deutsche mark.



�

Table 4. Indicators of Financial Markets.��month�April�May�June�July�August*��inflation rate (a month)�1%�0.9%�1.1%�0.9%�0%��annualised inflation rate by the month’s tendency�12.68%�11.4%�14.03%�11.4%�0%��the RCB refinancing rate�36%�36%�24%�24%�24%��auction yield on GKO (end of the month)�30.64%�27.26%�18.64%�18.84%�18.75%��auction yield on OFZ (end of the month)�36.65%�35.58%�25.84%�24.63%�18.17%��auction yield on OGSZ (end of the month)�39.70%�34.61%�20.42%�18.22%�18.22%��annualised GKO yield to maturity:�������less than 1 month�27.40%�22.00%�17.84%�17.68%�17.5%��1-3 months�32.16%�24.13%�19.61%�17.49%�18.5%��3-6 months�33.62%�28.24%�21.69%�18.93%�18.5%��average yield on all issues�32.17%�26.65%�20.28%�18.28%�18%��annualised yield to maturity on OFZ issues�39.72%�35.40%�31.51%�27.11%�27.5%��turnover of GKO-OFZ market a month (billion rubles)�90230�77011�82445�71841.6�60000��the overall value of outstanding  GKO–OFZ (trillion rubles)�285.66�295.1�302.3�314.2�317��nominal surplus of the overall value of outstanding  GKO–OFZ compared to the previous month�3.2%�3.3%�2.4%�3.9%�0.9%��IBC – INSTAR rate (annual %) on loans by the end of the month:�������overnight�26.49%�7.71%�15.13%�8.97%�7.5%��1 week�24.06%�9.90%�20.34%�19.51%�16%��2 weeks�28.56%�16.75%�21.04%�16%�15%��1 month�30.40%�22.13%�20.00%�23%�23%��turnover of IBC market a month (billion rubles)�69912�67535�74768�78821.8�95000��official exchange rate of ruble per US dollar by the end of the month�5762�5773�5782�5798�5827��official exchange rate of ruble per DM by the end of the month�3327�3394�3352�3160�3250��average annualised exchange rate of ruble per US dollar growth�7.8%�2.32%�1.89%�3.37%�6.17%��average annualised exchange rate of ruble per DM growth�-27.7%�22.1%�-1.24%�-46.68%�40.07%��gross turnover on the MICEX by USD and DM a month (billion rubles)�1157.4�1956�1700�1713.8�2050��turnover at the stock market in the RTS for the month (millions of USD):�575.76�804.0�948.74�1575.16�1600��average annualised return at the stock market in the RTS:�13.89%�6.07%�24.85%�39.66%�7%��RTS market portfolio risk:�125.71%�53.72%�78.33%�237.86%�125%��*/ estimate

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

Foreign Trade

�In January-July 1997 the decrease in Russia’s foreign trade activity was reported. Export decreased by 2.0%  and import- by 4.2%, when compared with  their respective indices of the same period of last year.

The share of raw materials is growing in Russia’s export. The share of fuel and energy resources in the overall volume of export has grown up to 50.5 percent against 46 percent in the 1-st half of 1996. One of the reasons is discrimination of Russian exporters on the foreign markets. The volume of goods levied by anti-dumping duties in EC equals 10 percent of the overall volume of Russian export of manufactured goods. 

��

�Major foreign trade trends with CIS countries have taken an opposite character in 1997 compared with 1996. Russia’s foreign trade turnover with these countries in the first half of 1997 made up 16.8 billion dollars by comparison with the first half of 1996 and fell by 8.9 percent, of which export constituted 9.0 billion dollars and went up by 1.7 percent, import made up 7.8 billion dollars and dropped by 8.8 percent. By contrast with last year, foreign trade balance with CIS countries is positive and constitutes 1.2 billion dollars.

The structure of Russian export remains constant--the share of fuel and energy resources (oil, oil products, natural gas, coal) in the overall volume of export to CIS countries in the first half of 1997 made up 55 percent, machines and equipment--16 percent. At the same time, supply of crude in the first half of current year dropped by 30 percent, export of oil products and gas went up by 8 and 10 percent correspondingly. Big arrears for supplied gas remains. By May 1 of current year arrears of Ukraine, Belorussia, Moldova and Kazakhstan made up 3320; 1067; 2717 and 68.7 billion rubles correspondingly.

Ever growing imports for the last two years have reached a critical point in 1997 and then started to fall. Beginning with February this year growth rate and volume of export surpassed import supplies.

Sergei Prikhodko

�Investment Activity



�In January-July 1997 investment activity in Russia continued to slow down. During that period 175.7 trillion rubles were invested in the economy and social sphere of the Russian Federation. That is 8 percent less than during the same period of last year.

The industrial sector received 109.6 trillion rubles which is 2 percent less than in the same period of last year.

The share of industrial investment in January-July in the overall volume of investment constituted 62.4 percent.

The most drastic fall of investment activity continued to remain in the social sphere where investment dropped by 18.0 percent. Enterprises and organizations of all forms of ownership have completed 15.5 percent less new apartments than last year (13.8 million square meters). Alongside with a drop of investment, there is expected a 25 percent reduction in the total living space building by the end of the year.

Public investment in the first half of 1997 amounted to 3.7 billion rubles or 26.7 percent of the concretized limit taking sequester into consideration. Federal investment program amounts to 18.5 percent to the concretized limit (1.4 trillion rubles).

In the first half of 1997 foreign investment received preferential treatment.

The volume of foreign investment in the first half of 1997 amounted to 5 billion US dollars, out of which direct foreign investment represent 30 percent of the overall foreign investment.

By July 1, 1997 accumulated foreign capital in Russian economy (without monetary and credit regulation and bank sphere) constituted about 18 billion US dollars (of which during 1991-1993 3 billion US dollars were received, in 1994--one billion US dollars, in 1995--three billion US dollars).

Cooperation with major international financial organization was promoted. By July 1, 1997 overall sum received from IBRD for 29 Russian projects amounts to 7 billion US dollars. Of which amounts from three credits: First and Second Stand by credits (1.2 billion US dollars) and credit for restructuring of coal-mining sector (500 million US dollars) were used and remaining 26 projects amounting to a total of 5,308.8 million US dollars remain in realization.

The portfolio of projects approved by EBRD amounts to 6.053 ECU, of which for private sector--5.398 million ECU and for public sector--0.655 million ECU.

During the first half-year of 1997 four new credit agreements were signed, of which 3 are for private sector and one under the guarantees of the Government of RF: “Atina-Volga”, Volgograd--processing of agricultural products, production of food stuffs and fodder; “AvtoGaz”,  Nizhny Novgorod--purchase of equipment and organization of production of a new automobile); Chernogorneft, Nizhnevartovsk--oil production, replacement of pipelines, recultivation of contaminated territories; Post-privatization credit to RF--financing of post-privatization activities, restructuring of privatized enterprises and companies, creation of favorable investment climate.

Board of Directors of EBRD approved of eight more project in RF, of which 3 are in financial and bank sector, two--in metal works, two--in production and bottling of beverages and one on municipal support of St.-Petersburg.

Olga Izriadnova

�Industrial Outlook



�Major property of industrial development in 1997 became a change in the falling industrial production trend characteristic of the 90-s (see Table 5). For the first time since the beginning of the reforms growth of the overall industrial production volume by comparison with last year was reported: in the first half industrial production volume went up by 0.8 percent by comparison with corresponding period of last year. Relative stabilization of real domestic prices, growth of solvency demand  and stabilization of demand from CIS countries became major factors of the stabilization of total volume of industrial output. These factors fully compensated the fall of investment demand and further contraction of public spending in the economy and national defense.



�Table 5

�1992�1993�1994�1995�1996�1997

first half*��Industry, overall�82.0�85.9�79.1�96.7�96.5�100.8��Electric power energy�95.3�95.3�91.2�96.8�96.0�95.2��Fuel energy�93.0�88.4�89.8�99.2�97.3�99.1��Non-ferrous metallurgy�83.6�83.4�82.7�109.6�95.5�99.2��Ferrous metallurgy�74.6�85.9�91.1�102.8�94.6�102.3��Chemical and petro chemical industry�78.3�78.5�75.5�107.6�89.0�100.7��Machine building and metal works�85.1�84.4�69.2�90.9�88.9�101.9��Timber, wood processing and pulp industry�85.4�81.3�69.5�99.3�77.7�98.7��Building materials industry�79.6�84.0�72.7�92.0�74.7�92.9��Light industry�70.0�77.0�54.0�69.8�72.4�95.0��Food processing industry�83.6�91.0�82.5�91.8�90.8�95.1��* in % to the first hall year of 1996

Source: Goskomstat RF



�Among major features of 1997 one should note stabilization of crude production which was reported for the first time since the end of 80-s. This fact signifies that Russian oil industry overcomes a crisis resulting from a sharp drop in oil demand on the domestic and international markets and that it starts a stage of a stable growth.

It is also worth noting the growth of machines production which was achieved mainly by an increase in car production which went up by 12.1 percent. At the same time, production of capital intensive goods continued to fall. However, in comparison with last year rates of decline notably slowed.

Outlook in metallurgy, chemical, timber and wood processing industry became notably better. As a result of low investment activity, production of construction material s remains depressed. Trend to further contraction in light and food processing industries remains. However, in comparison with last year rates of decline notably slowed. Production of consumer durables notably went down (for example, production of TV sets in the first half dropped by 55.3 percent, tape recorders--by 70.7 percent). Population’s preference to buy imported goods explains the fall of consumer goods. However, one should note that in some branches of consumer industry there are branches with stable growth (for example, production of textile, suits, alcoholic and soft drinks).

Latest trends in industrial production confirm thesis about the end of crisis in Russian industry linked with its restructuring and formation of basic premises for stable industrial growth. In 1997 overall industrial output will be somewhat higher than the last year level (or very close to it). At the same time, in metallurgy, chemical, machine building industries notable growth is possible, in fuel industry production fall will be insignificant, and in light and food processing industries decline rates will be the lowest for the whole period of reforms.

Yuri Bobylev



�Manufacturing Business Survey



�There was a slow down in contraction of solvency demand. During last two months the balance grew by 18 points and reached the highest indices since July 1993. However, negative balance figures show that demand for industrial production is shrinking. Positive figures (absolute growth of demand) were reported in August in petro-chemical industry (+7%), wood processing (+3%) and non-ferrous metallurgy (+2%). In other industries, there was shrinking of demand--most intensive--in food processing (-24%) and light (-23%) industries.



��

� LINK Excel.Sheet.5 "C:\\Мои документы\\BS\\IND\\BS\\IND\\TAB.XLS" "Лист1![TAB.XLS]Лист1 Диагр. 20" \a \p ���



�Dissatisfaction with volumes of demand is falling third month in a row. In August “only” 80 percent of enterprise managers considered it below norm. In January there were 93 percent of such reports. Traditionally low dissatisfaction with demand remains in non-ferrous metallurgy (30-40%).

Business surveys reported an absolute growth in production in August. Balance (up-down) went up by 15 points during the month and became positive. Negative balances (fall of production) were reported in ferrous metallurgy (-16%), wood-processing (-3%) and light (-2%) industries. In other industries production was growing. The fastest growth was reported in production of building materials (+24%) and machine building (+21%).

Dissatisfaction with production volumes stabilized at the 18 percent level during last months.

Selling prices trend in industry does not change since May. Absolute reduction was reported in August in ferrous metallurgy (-13%) and wood processing (-8%). In other industries prices either have not changes, or have grown a little.

Nine month in a row there remains a shortage of stock of finished industrial goods. There are not enough produced goods to cover a growing volume of sales. Stable hopes about a growth of demand and production stimulate reports “below norm”. In August surplus of stocks was reported only in ferrous metallurgy (+5%). Most considerable shortage of stock in 1997 was reported in light industry (-24...-38%).

From the beginning of the year forecasts about a change in production remain positive. Share of enterprises expecting a production growth outnumbers those enterprise that are expecting a fall in production. At the same time, change in production is closely linked with a change in demand. In August pessimistic evaluations were received only from enterprises of ferrous metallurgy (-4%) and building materials industry (-15%). In other branches of industry enterprises expect a production growth. Forecasts of price changes continue to fall. In August 1997 the lowest balance of expected price changes was reported from the start of registration of this index in March 1992. However, the balance continue to remain positive--price growth prevail. Absolute price fall (negative balance) is expected only in metallurgy.

Forecasts of changes in demand in August became negative in metallurgy (-4%) and construction materials industry (-15%). In other industries hopes for growth of demand prevail. 

Especially high they are in light (+35%), food (+25%) and machine building (+23%) industries.

Sergei Tsukhlo
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