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The Economic Sentiment Indicator (ESI) continued the improving trend in 2021 Q1, ticking at 91.8,
around 10.3 points higher from 2020 Q4. Yet, this level remains below the long-term average of this
indicator, since the beginning of pandemic in the previous year (Chart I). The quarterly increase of ESI
was attributable to the improvement in both business and consumer confidence indicators.

Chart 1 Economic Sentiment Indicator (ESI)
130 ¢

Y M
AR

Long term average

70

60

50 |

40 FHrrrTTTTTTTTTTTTT T T T T T T T T T T T T T T T T T T T
OO0 P OOODOODPLOLL OO0 OO OO0 O OO
R N L s L S il L Ll (Ll S Ll N L
O O O O 0O O O O O O O = A A a4 A a4 a4 a a a a a a NN
N W W PH OO O N 00O O© O =~ NNWSH»OAO OO N KO O O© O =

Source: Business and Consumer Confidence Survey, Bank of Albania.

The Industry Confidence Indicator (ICI) sharply surged by 9.5 percentage points during 2021 QlI,
jumping above the historical average for the first time, since the negative shock in the previous year
(Chart 2). The quarterly dynamics of ICI was mainly attributable to the increase in the production
balance, by 20.3 percentage points, and to a lower extent, the increase in order books, by 11.8 percentage

! Confidence surveys are co-funded by the European Union and Bank of Albania. In May 2016, they moved under the
Harmonised EC Programme.




points. In the meantime, the contribution of the other constituent component of ICI, stock of inventories’,
contributed to remain on the down side. Other balances, such as: financial situation; export order books,
expectations on the performance of employment in the next quarter; and the capacity utilization rate;
improved as well. The capacity utilization rate resulted around 74.6%. This rate is 2.5 percentage points
higher from the previous quarter, and 2.0 percentage points above the historical average. Meanwhile, the
balance of expectations on the performance of production over the next three months was down.

Building Confidence Indicator (BCI) increased by 8.0 percentage points during the first quarter, but
continues to remain below the historical average (Chart 3). The increase of BCI was mainly driven by
the growth in the balance of construction activity by 15.2 percentage points. Meanwhile the other balance
of the indicator, order books, slightly increased by 0.8 percentage point. Among the other balances of the
survey, the financial situation, employment, and expectations over the next three months, did increase.
Meanwhile, the capacity utilisation rate lowered close to 62.8%.

Services Confidence Indicator (SCI) increased by 9.5 percentage points during the first quarter.
Nevertheless, the indicator remains below its historical average (Chart 4). The SCI quarterly mainly
reflected the increase in the balance of business performance by 13.1 percentage points, and to a lower
extent, the increase in the other balance, demand, by 6.0 percentage points. Other balances of the survey
also improved, such as: the financial situation; employment,; expectations on the demand over the next
three months; and the capacity utilisation rate. However, the capacity utilization rate at around 72.9%
remains below the level recorded a year ago and below its historical average. Meanwhile, the balance of
expectations on employment over the next three months resulted downwards.

The Trade Confidence Indicator (TCI) increased by 5.4 percentage points during the first quarter,
resulting above its historical average (Chart 5). The improvement in TCI was mainly attributable to the
increase in the balance of business performance by 8.6 percentage points, and to a lower extent, the
increase in the other TCI component, the balance of expectations for employment over the next three
months, by 2.2 percentage points. Other balances of the survey, such as the financial situation,
employment and expectations for the business situation over the next three months also increased.
Meanwhile, the capacity utilization rates at around 72.6%, remains above the level recorded in the
previous year, notwithstanding the quarterly fall.

Consumer Confidence Indicator (CCI) increased by 1.1 percentage points during the first quarter, but
remaining considerably below its historical average (Chart 6). The quarterly increase of CCI was driven
by the improvement in its three constituent balances, namely: major purchases, by 3.9 percentage points;
the expected financial situation of the household, by 1.3 percentage points; and the expected overall
economic situation in Albania, by 0.8 percentage point. In the meantime, the other balance of the CClI,
current situation of income and expenditures, fell by 1.7 percentage points, by affecting the performance
of this indicator on the downside.

2 The balance of the stock of inventories increased by 3.6 percentage points. The increase in inventories is interpreted as a
negative development for enterprises. When calculating ICI, the respective balance is multiplied by -1.
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Chart 3. Construction Confidence Indicator

Chart 2. Industrial Confidence Indicator
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Chart 5. Trade Confidence Indicator

Chart 4. Services Confidence Indicator
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Chart 6. Consumer Confidence indicator
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Source: Business and Consumer Confidence Survey, Bank of Albania.




Table 1 Confidence indicators by sector”

Values 2019 2020 2021 Current situation
min. ave. max. Q4 Q1 Q2 Q3 Q4 Q1 Conjectural®* Structural***
Industry -29.3 -7.5 5.7 -3.0 -5.1 -293 | -195 | -11.0 -1.5 ) +
Construction | -58.9 | -26.0 -5.5 -30.1 | -30.6 | -58.9 | -358 | -37.6 -29.6 i -
Services -43.3 1.4 242 -5.8 12.8 | -433 | -22.2 | -145 -5.0 i -
Trade -28.8 -2.3 20.4 -10.0 -8.5 -28.8 | -14.5 -6.1 -0.7 i +
Consumer -21.7 | -12.6 -6.2 -13.6 | -15.6 | -21.7 | -18.0 | -20.0 -18.9 i -=

Source: Business and Consumer Confidence Survey, Bank of Albania.
*) Indicators are calculated from seasonally adjusted balances, except for the balance of expectations for employment over the
next three months in the trade sector, which does not show seasonality. The minimum, average and maximum balances are
calculated starting from: 2002 Q2 for the confidence indicators in industry and construction; 2002 Q4 for the confidence
indicators in services, 2010 Q1 for the confidence indicators in trade; and 2003 Q2 for the consumer confidence indicators.

**%) Situation compared to the previous quarter.

***)The situation for each indicator is considered as highly satisfactory (+ +) when the index is more than 1 standard
deviation higher than the average; satisfactory (+) when the index is less than 1 standard deviation higher than the average;
unsatisfactory (-) when the index is less than 1 standard deviation lower than the average; and highly unsatisfactory (--) when

the index is more than 1 standard deviation lower than the average.

Table 2 Main balances of the sectors of the economy (in percentage points)*

2019 2020 2021
QL [ Q2 | @ [ Q4 | Q1 [ @ | Q3 | Q4 | Q1
INDUSTRY
Production over the past three months 8.1 79 | 183 | 81 | 20 | -526 | 310 | -128 | 76
(question 1, ICI component)
Order books
. -18.5 -169 | -122 | -245 -24.8 -544 | -440 -30.6 | -18.8
(question 2, ICI component)
Stock of finished products 57 | 61 | 37 | <73 | <115 | <190 | -166 | -104 | -67
(question 4, ICI component)
Exports order books (question 3) -11.2 21.7 -18.7 -30.9 -26.4 -61.0 -46.4 -354 | -31.8
Production, expectation (question 5) 30.5 40.7 29.6 252 32.0 322 25.7 233 18.2
Selling prices, expectation (question 6)* 5.6 0.9 1.2 0.6 1.7 73 0.1 3.1 7.7
Employment, expectation (question 7) 7.2 7.9 6.3 2.4 4.5 -1.8 1.9 -0.1 2.5
Financial situation (question 17) 8.0 8.7 11.8 9.2 -6.0 -59.1 -25.1 -22.0 -8.8
Capacity utilization rate 766 | 771 | 760 | 755 | 751 | 639 | 692 | 722 | 746
(in %, question 13)
Construction
Activity in construction, over the past three
months (Question 1, a component of CCI) 2.2 0.9 -53 -10.5 -6.8 -56.0 | -21.2 -26.1 -10.9
Order books
(question 3, CCI component) -40.6 | -43.0 | 474 | -49.7 -54.3 -61.8 -50.4 -49.1 -48.3
Employment, expectation (question 4) 8.1 8.8 0.4 -4.9 9.4 -7.2 -1.6 4.9 7.8
Prices, expectation (question 5)* 2.0 2.1 0.1 -0.6 3.0 5.7 6.6 1.4 11.2
Capacity utilization rate 654 | 668 | 624 | 642 | 646 | 568 | 645 | 644 | 628
(in %, question 7)
Employment over the past three months 52 | 80 | 75 | -49 | -126 | -260 | 206 | -147 | -98
(question 8)
Financial situation (question 9) -3.8 -2.6 -1.4 -12.5 -20.2 -55.5 -24.8 -28.8 -20.9
SERVICES
Busme.zss situation over the past three months 3.6 133 13.0 6.1 143 428 215 135 04
(question 1, SCI component)




Demand over the past three months 40 | 105 | 130 | 55 | 113 | 439 | 229 | -155 | 95
(question 2, SCI component)
Demand, expectation (question 3) 25.1 29.8 14.3 34.0 11.6 17.2 20.5 16.4 26.8
Employment over the past three months 21 | 27 | 71 | 05 | -08 | 276 | -160 | -184 | -69
(question 4)
Employment, expectation (question 5) 6.6 6.5 6.7 5.7 2.9 6.7 7.7 9.5 4.2
Prices, expectation (question 6)* -3.0 -0.3 0.9 -1.4 6.9 4.7 1.4 2.7 2.5
Capacity utlization rate 773 | 785 | 779 | 772 | 777 | 702 | 698 | 723 | 729
(in %, question 9)
Financial situation (question 10) 3.6 7.5 8.3 -0.8 14.7 -38.2 272 -20.8 -11.2
TRADE

Busme?ss situation over the past three months 74 102 102 122 150 545 6.0 94 08
(question 1, TCI component)
Employment expectation

2. -0. 1. 7. 2. -3.1 -3. -2. -0.
(question 5, TCI component) 8 0.3 ? 7.7 0 3 3.0 ? 0.7
zusmess performance, expectation (question | ) ¢ | 357 | 246 | 241 | 160 | 210 | 159 | 201 | 273
Prices, expectation (question 6)* 1.2 -1.7 0.9 -1.3 32 -0.2 -3.7 -3.8 2.3
Capacity utilization rate 712 | 733 | 719 | 713 | 697 | 650 | 39 | 737 | 726
(in %, question 8)*
Financial situation (question 9) -11.6 -11.5 -104 | -135 -13.2 -55.7 -32.8 -19.7 -5.0
Employment over the past three months 21 | 74 | 34 | 60 | -40 | <145 | 61 | -45 | -19
(question 10)*

CONSUMER

Financial situation, expectation
(question 2, CCI component) 7.7 6.3 7.9 5.9 4.9 2.7 -2.5 -2.6 -1.3
Economic situation, expectation 94 | 62 | 65 38 | 06 | -104 | 70 | 78 | =70
(question 4, CCI component)
Current major purchases 561 | -564 | 617 | 628 | 640 | 705 | -612 | -70.1 | -662
(question 8, CCI component)
Income and spending situation
(question 12, CCI component) 0.3 -0.3 -1.1 -1.3 -2.8 -34 -1.4 0.5 -1.2
Employment over the past twelve months 29 | 45 | 55 | 47 | 69 | -153 | -143 | -157 | -177
(question 1)
Current financial situation (question 3) -11.2 -14.2 -13.5 -17.2 -20.3 -27.4 -28.2 -27.5 -27.6
Prices, expectation (question 6)* -23.3 -249 | -20.2 -9.0 -16.0 | -129 -8.6 -6.1 -16.6
Unemployment, expectation (question 7) -1.0 6.7 4.4 3.0 9.6 22.5 19.3 16.5 17.1
Major purchases, expectations (question 9)* -45.0 | 423 | -49.0 | -523 -555 | -58.6 | -57.0 | -58.0 | -56.6
Current savings (question 10)* -45.6 -48.0 | -48.1 -50.6 -48.6 -55.5 -52.4 -55.5 -51.0
Savings, expectation (question 11) -40.2 -42.5 -43.6 -44 .4 -44.8 -56.0 -53.3 -53.2 -50.7

Source: Business and Consumer Confidence Survey, Bank of Albania.
*Balances do not show seasonality and as such are not adjusted for seasonality.




Chart 7 Main balances of the Consumer Survey
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Source: Consumer Confidence Survey, Bank of Albania




Annex

Methodological notes

Balance is the most frequently used indicator in aggregating the qualitative data from surveys. It is
calculated as the difference between the percentages of positive and negative answers. The balance is
expressed in percentage points.

Confidence Index (CI) is constructed for each sector and is calculated as the simple average of
seasonally — adjusted balances of indicators that have the highest correlation with the reference series (the
series of real data of the economy).

Economic Sentiment Indicator (ESI) is constructed based on the same balances use for constructing Cls
for each sector (industry, construction, services, trade and consumers), aiming to capture the domestic
economic activity. Before aggregating the ESI, these balances are standardized and weighted.




