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Last June has not brought about an envisaged improvement in the state of affairs in the national industrial sector – furthermore, the situation has worsened when compared with May. Effective demand discontinued to grow, and it has not yet been compensated by barter, promissory notes and offset deals, while excessive stock of finished produce is still there. All these factors compel enterprises to renew their output with caution. As well, the constraining of price rise does not help solve the sales problems.

Business Survey Results.

June 2001 (percentages of total answers)

	What has been the trends over the PAST 2-3 months:
	Up
	Same
	Down
	N/A
	Balance

	Volume of output
	33
	39
	28
	0
	+5

	Average prices
	16
	75
	8
	1
	+8

	Volume of order-books level (effective)
	19
	61
	19
	1
	0

	Volume of order-books level (barter)
	6
	51
	20
	23
	-14

	Volume of order-books level (others)
	5
	54
	17
	24
	-12

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

	Your present production
	2
	35
	62
	1
	-60

	Your order-books level (effective)
	2
	31
	65
	2
	-63

	Your export order books
	2
	20
	46
	32
	-44

	Your present stocks of finished goods
	29
	44
	17
	10
	+12

	Accessibility of credits
	1
	49
	28
	22
	-27

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

	Volume of output
	2
	35
	62
	1
	-60

	Average prices
	2
	31
	65
	2
	-63

	Volume of order-books level (effective)
	2
	20
	46
	32
	-44

	Volume of order-books level (barter)
	29
	44
	17
	10
	+12

	Volume of order-books level (others)
	1
	49
	28
	22
	-27


The share of output is sold for money, %

	
	1996
	1997
	1998
	1999
	2000
	2001

	
	
	
	
	
	
	01
	02
	03
	04
	05
	06

	Electrical energy
	
	
	
	24
	52
	85
	91
	90
	90
	87
	97

	Ferrous metals
	36
	27
	46
	55
	73
	74
	74
	84
	84
	85
	79

	Non-ferrous metals
	87
	86
	96
	83
	73
	76
	85
	71
	83
	85
	83

	Chemicals and petrochemicals
	45
	34
	32
	33
	56
	64
	64
	74
	68
	71
	72

	Machine building
	49
	31
	38
	45
	57
	62
	69
	71
	67
	69
	72

	Wood and timber
	51
	48
	59
	44
	54
	66
	67
	66
	64
	69
	63

	Construction material
	40
	31
	15
	25
	31
	51
	49
	55
	56
	58
	54

	Light
	40
	42
	48
	46
	58
	68
	76
	72
	73
	75
	80

	Food and drinks
	61
	63
	49
	58
	59
	81
	72
	68
	76
	75
	80

	Industry as a whole
	48
	39
	43
	46
	58
	66
	71
	72
	71
	73
	75


Source: IET Business Surveys.

Assessment of current situation

After the «recess» in May, there was no renewal in monetary sales,- furthermore, in June the survey registered the discontinuation of the growth in effective demand: the proportion of reports on its growth is counterbalanced with the reports of its decrease. Nonetheless, so far the enterprises manage to increase the share of cash in their settlements: by some estimates, in June as much as 75-76% of their output was sold for regular cash. An absolute (and rather substantial) fall in effective demand was reported by the ferrous metallurgy, processing, light, and food-processing sectors.

After the growth in the intensity of contraction in barter, promissory note and off-set deals noted in May, while considering the sales of their output, the enterprises are reluctant to employ such operations once again. In June, the barter fall rate slid insignificantly, while the one of promissory notes and off-sets remained unchanged. As a result, in June the proportion of such settlements across the industrial sector on the whole roughly accounted for 22%, which is the best (minimal) value for the whole period of the monitoring of this indicator. It was just forestry, wood-working, and paper and pulp sectors that reported the growth in barter transactions.

The demand constraints and unwillingness to be involved in non-monetary deals force the enterprises to change their estimates of their stock of finished produce. For the fourth month running the surveys registered the excess of replies «above norm» in the national industrial sector». Notably, such a change in estimates may become possible both because of an absolute growth in the stock and due to the revision of the notion of what size of the stock should be considered normal. The main reason behind such a «change of standards» is the current problems with sales and the uncertainty about the future situation. In June it was only the forestry complex and food-processing sector that showed a lack of the stock.

After practically a full discontinuation of the growth in output noted in May, the respective index became slightly positive in June. There has not been such a slow growth rate since 1999, with the absolute contraction in output remained in the sector for electric power and the forestry complex and emerged in the sector for chemicals and petrochemicals, and the ferrous metallurgy.

The slowdown of the growth in producer prices has continued for five months running. The problems with sales compel 20% of enterprises to constrain the rise for their prices. The majority of such cases were registered in the ferrous metallurgy (53%), forestry (39%), and light industry (30%).

Predictions and expectations

The forecasts of changes in effective demand have been stable yet for the fourth month running. Despite a clear deterioration of the current conditions for sales, the national producers still cherish the hope for an intensive growth in their monetary sales. The most optimistic forecasts in this regard were noted in the metallurgical sector, machine building, and light industry, with an absolute record-breaking value (due to seasonality) reported by the construction industry.

The forecasts in the changes in barter, promissory note and off-set deals demonstrate the growing (and compelled) readiness of the enterprises to employ non-monetary operations. The forecasts of barter once again reached the level of the slowest 9since 1999) rate of decrease of this index. There should be a minimal contraction in  the number of such deals in the majority of industry branches, while the food-processing sector should experience their growth, and it should be just the metallurgical sector, chemicals and petrochemicals that envisage their intensive decline. At the same time the forecasts of operations employing promissory notes and off-sets reached zero level: the replies « down» are fully counterbalanced with «up» ones. It is only the sector for chemicals, petrochemicals, and forestry that may experience an absolute decrease in the respective index over the forthcoming months.

June 27, 2001

Sergey Tsukhlo,
Chief, Business Surveys Department

Charts of next Issue: barter demand expectations


Employment expectations
 (balance = up-down)
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