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The dynamics of main indices of the Russian industrial sector still gives no reason for optimism. A sharp fall in the growth rate of effective demand and the continuous decline in barter once again resulted in an absolute fall in the overall demand. The forecasts of monetary demand and output continue to loose their optimism, while the normalisation of the finished produce in stock has begun.

Business Survey Results of 1007 Enterprises.

November 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
44
37
17
2
+27

Average prices
26
67
5
2
+21

Volume of order-books level (effective)
19
67
13
1
+6

Volume of order-books level (barter)
2
57
26
15
-24

Volume of order-books level (others)
4
54
17
25
-13

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

Your present production
1
36
61
2
-60

Your order-books level (effective)
2
40
56
2
-54

Your export order books
2
19
46
33
-44

Your present stocks of finished goods
19
40
29
12
-10

Accessibility of credits
2
44
30
24
-28

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

Volume of output
45
42
11
2
+34

Average prices
42
52
2
4
+40

Volume of order-books level (effective)
22
65
10
3
+12

Volume of order-books level (barter)
4
59
21
16
-17

Volume of order-books level (others)
3
57
16
24
-13

WOULD your enterprise like to avoid non-monetary transactions? (%)

10.1999
5.2000
10.2000


Yes
No
Yes
No
Yes
No

Industry as whole
90
10
92
8
86
14

Electrical energy
96
4
100
0
100
0

Ferrous metals
92
8
83
17
100
0

Non ferrous metals
64
36
93
7
84
16

Chemicals & petro-chemicals
93
7
77
23
87
13

Engineering
92
8
96
4
87
13

Wood, furniture and pulp
83
17
89
11
78
22

Building vaterials
92
8
85
15
93
7

Light industry
90
10
90
10
88
12

Food industry
86
14
80
20
75
25

COULD your enterprise avoid non-monetary transactions? (%)

10.1999
5.2000
10.2000


Yes
No
Yes
No
Yes
No

Industry as whole
41
59
41
59
47
53

Electrical energy
5
95
17
83
57
43

Ferrous metals
51
49
42
58
57
43

Non ferrous metals
48
52
31
69
48
52

Chemicals & petro-chemicals
39
61
43
57
48
52

Engineering
39
61
39
61
43
57

Wood, furniture and pulp
38
62
46
54
43
57

Building vaterials
50
50
35
65
33
67

Light industry
46
54
46
54
44
56

Food industry
51
49
58
42
50
50

Assessment of current situation

November has proved the pessimistic conclusions of our previous review: the intensity of the growth of effective demand fell sharply ( by 12 points). All the sectors experienced the fall in their monetary sales, while the metallurgical, wood- working and paper and pulp sectors, as well as the construction industry and forestry reported an absolute contraction in monetary demand, and it is only the food- processing sector has managed to maintain the previous small growth rate in its sales.

At the same time, the volume of barter transactions experience the same ( the highest) intensity of their contraction. The reports of the barter decline still prevail in all the sectors, however, the intensity of substitution for barter transactions with monetary sales has stopped to grow. Another “unpleasant” result has become an absolute decline in the volume of overall demand.

Despite an obvious and general contraction in the demand for industrial produce, the growth rate in its output in November across the industrial sector as a whole even grew slightly after its fall ( by 6 per cent) reported last month. The slowdown in the intensity of the growth was registered in the non- ferrous metallurgy and light industry, while the absolute contraction in output has remained in the industry of construction materials and the food- processing sector.

As a result, the shortage of the stock of finished products fell. In November, the balance of estimates of the index made up –10 points, which is the best value of the year. The excessive stock of finished produce ( +21) were reported only by the sector for chemicals and petrochemicals, while other sectors reported the maintenance, though a decreasing one, of the prevalence of “below norm” reports. Providing the prior dynamics, for the Russian industrial sector, the decrease in the shortage of stock is a sign of a slowdown of industrial growth and a possible (forthcoming) absolute production reduction.

Despite the contraction in the demand for industrial produce, in November the estimates of its volume have improved once again and reached the best value since 1993. Circa 40% of enterprises have been satisfied with their volumes of sales. The lowest level of the index ( because of seasonality) was reported by the industry of construction materials ( 21%), while the highest one was registered in the sector for electric power ( 76%).

The growth in producer prices once again has slowed down in the industrial sector. After an insignificant hike in October, the trend to the decrease in the rise rate has re-established itself once again. The slowdown in the price rise was reported by all the sectors, with the sector for electric power and forestry showing the most modest growth in the index and the ferrous metallurgy and construction industry- the fastest one.

Predictions and expectations
The forecasts of changes in effective demand continue to loose their optimism. Last November has ended up with the monetary sales expectations being the worst ones for the whole 2000. In addition to the traditional winter decline in the construction sector, it is the chemicals, petrochemicals, the light, wood- working sectors, and ferrous metallurgy that also envisage an absolute fall in their monetary sales, while the most optimistic forecasts were registered in the machine - building and electric power sectors.

The forecasts of change in output have been also deteriorating for the third month running. The optimistic mood slid by another 9 points over the time. Nonetheless, the growth in output in the forthcoming months is possible in all the sectors, except the construction sector and food- processing industry branch. The main factor that shapes up the output plans over recent years has been the dynamics of effective demand, providing that in the first half of the ‘90s, enterprises would prefer to built (extrapolate) their forecasts proceeding from the previous changes in output.

In November, the changes in barter transactions grew by several points after the seven month decline. Perhaps, that is the way for enterprises to attempt ( or they will have to) to compensate for the fall in their monetary sales. However, the excess of the hopes for a decrease in barter is there, while the minimal absolute growth in barter may become possible only in the ferrous metallurgy, and its most intensive decline still is forecasted in the sectors for electric power, chemicals, and petrochemicals.

October 28, 2000

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: output expectations


Employment expectations in subsectors (balance=up-down)
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