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BUSINESS AND CONSUMER CONFIDENCE SURVEY

In July 2023, the Economic Sentiment Indicator (ESI) dropped by 6.5 points,
marking a turning point in the upward trend recorded in the last eight months
(Chart 1). However, the current level of ESI 112.4 stands significantly above
the long-term average (+12.4 points). The fall in the ESI aggregate indicator
resulted from the lower confidence across all the sectors of the economy, with
the exception of frade, which recorded an increase. The business confidence
indicators in all sectors stand above the relevant historical average. On the
other hand, the decline in consumer confidence indicator recorded in July,
refurned it to the historical average level (Chart 2).

Chart 1 Economic Sentiment Indicator (ESI)
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Source: Business and Consumer Confidence Survey, Bank of Albania.

Industry Confidence Indicator (ICl) fell by 4.4 percentage points in July, after
recording a continuous rise since February. Nonetheless, the ICl stands 14.3
percentage points above the historical average (Chart 2). This development
was driven by the reduced business’ expectations on both current production
and order books. In July, businesses operating in industry revised slightly upward
their expectations on production in the future. Meanwhile their employment
and selling price expectations for the future are down (Table 2 - Industry).

Construction Confidence Indicator (BCl) decreased by 12.1 percentage
points in July, taking to an end the upward trend registered since February.
However, the current BCl continues to be high, standing 24 percentage points
above the historical average (Chart 2). The fall of BCI was mainly a result of
less optimistic assessments of businesses on their current construction activity,
coupled with a deteriorated assessment on the level of order books, albeit ot
a lower degree. Businesses operating in construction revised down their future
expectations on employment and selling prices (Table 2 — Construction).
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Chart 2 Confidence indicators by sector *
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Source: Business and Consumer Confidence Survey, Bank of Albania.
Note: *The chart shows standardised series, to correct the changes in averages and in standard
deviations of the respective confidence indicators.

Service Confidence Indicator (SCI) continued to edge down for the second
consecutive month, by 10.4 percentage points in July 2023. However, the
level of SCI stands around 16.4 percentage points above the longterm
average (Chart 2). Businesses had less optimistic assessment on the current
performance of their business, resulting in a lower SCI. The second component
of SCI - the level of demand - has also been revised downward during this
month. Fur’rhermore, assessments on emp|oymem and expectations for the
future edged down. Their expectations for the development of prices in the
future have increased (Table 2 - Services).

Trade Confidence Indicator (TCl) rose by 1.6 percentage points in July,
reaching at 15.6 percentage points above the historical average (Chart 2).
The rise of TCI this month was due to more optimistic assessments on the
current business performance. The second TCI component - future employment

expectations - fell in July. Expectations for prices in the future were revised
upward (Table 2 - Trade.

Consumer Confidence Indicator (CCl) declined by 1.9 percentage points in
July, setting back to its historical average (Chart 2). The fall of CCl reflected
the decline in all its components: current major purchases; financial situation
expectations and the overall economic situation (Table 2, Consumer).

Bank of Albania 3



Chart 3 Business situation by sector over the past
three months

Chart 4 Business expectations over the next three
months
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Chart 5 Expectations for unemployment and prices
over the next 12 months, in balance
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Chart 6 Major purchases of consumers, in
balance
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Table 1 Confidence indicators by sector*
Values 2023 Current situation
min. ave.| max.| March| April|  May| June July | Conjectural** | Structural* * *
Industry -60.31 -11.1 /.7 1.6 5.1 /.1 /.7 3.3 ! ++
Construction 581 2590 10.2 3.1 3.0 8.2 10.2 -1.8 l ++
Services -45.4 7.0 36, 265 250 36.0 33.8| 235 l +
Trade -32.6 140 1771 10.0] 11.0] 126/ 13.3] 14.3 1 ++
Consumer -40.3]1 2660 -16.3] 265 -24. 252 -24. -26.6 ! +
Source: Business and Consumer Confidence Survey, Bank of Albania.

*| Indicators are calculated from seasonally adjusted balance. The minimum, average and
maximum balances are calculated starting from May 2016.

**)

***)

Situation compared fo the previous month.
he situation for each indicator is considered as highly safisfactory (+ +) 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; unsatistactory [] 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.
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Table 2 Main balances of the sectors of the economy (in percentage points)*

2022 2023
Nov.| Dec.| Jan.| Feb.|March! Aprill May| June| July

INDUSTRY

Production over the past three months 1021 1500 157 163 216 263 303 276 2592
[question 1, ICI component) : : : : : : : : :
Order books 170 149 159 95 79 12 42 27 79
[question 2, ICI component)

Export order books 221] 183 200 177 88| 99 46 17 74
[question 3, ICI component)

Stock of finished product (question 4) 40| 53 26| 53 -1.3 -39 36/ 07 0.1
Production, expectations (question 5) 33.8/ 351 335 331 399 379 337 302 31.6
Selling prices, expectation [question 6) 31.1 2711 324 182 148 160 18.1] 19.3] 185
Employment, expectation (question /) /.2 700 1011 11.8] 155 17.6] 165 129 Q.0
Construction

Construction activity over the past three months 790 120 122 206 228 220 302 312 149
[question 1, BCI component) : : : : : : : : ‘
Order books 269 227 263 218 -166 -159 -13.8 -10.8| -17.9
[question 3, BCI component)

Employment, expectation (question 4) 16.4 8.3] 12.8] 195 189 156] 136 157 92
Prices, expectation (question 5) 428 33.0, 255 348 288| 195 18.9| 26./| 264
SERVICES

Business situation over the past three months 1521 1631 2031 1741 2541 236 400 329 207
[question 1, SCI component) : : ‘ ‘ : : : : :
Demand over the past three months 153 164 208 175/ 277 265 321 348 262
[question 2, SCI component) : i i : : : : : :
Demand, expectation (question 3) 2741 276 33.2| 325 369 208 299 204 293
Employment over the past three months (question 4) 3.9 50 10.2 54 96 124 170 17.2] 165
Employment, expectation (question 5) 8.7 /.2 76| 16,1 207 Q6| 134 132 114
Prices, expectation (question 6) 209 20.8| 245 199 19.8 8.3 13.8/ 13.1 15.3
TRADE

Business situation over the past three months 13 57 47 63 147 163 216 200 251
[question 1, TCI component) : ‘ ‘ : : ‘ : : :
Inventories situation (question 2) 3.2 3.3 2.1 5.6 2.6 3.8 5.0 0.5 0.2
Future orders, expectation 179 21.8] 23.8] 238 253 30.3| 234 252 156
Business performance, expectation (question 4) 23.0 28.1 273 265| 265 269 267 267| 192
(Emp"?yme”*f expectation 28 56| 40 32 53 56 36 57 3.5
question 5, TCI component)

Prices, expectation [question 6) 2851 2471 21.8/ 150 13.1 Q8| 228 13.1 19.1
CONSUMER

Current financial situation (question 1) -19.60 201 -16.5] -16.5| -14.5] -15.0] -13.6| -13.5 -15.8
Financial situation, expectation 36 37 10 0.2 43 6.3 47 46 18
(question 2, CCI component) i i ‘ : : ‘ ‘ ‘ ‘
Current economic situation (question 3) -31.7 -304| 279 -30.1| 27.5| 248 -23.8| 22.1| -23.7
Economic situation, expectation

[question 4, CCI compponent) 1.6 8.7 64 45 0.5 2.5 3.2 1.5 0.2
Current prices [question 5) 490 46.5| 492| 46.5| 457 495 440 464 50.9
Prices, expectation [question 6) 3.4 -104) 20| 4.1 6.6 44, 82| 6.2 1.1
Unemployment, expectation (question 7) 8.1/ 10.3] 89 111 2.8 1.3 1.5, 07 24
Current major purchases 662 646 657 628 625 591 602 579 612
(question 8, CCI component)

Mafor purchases, expectations 527 500 -47.0| 519 -48.4| -47.8 485 472 475
[question @, CCI component)

Current savings (question 10) 48.0| 42.2| -48.2| 504 444 -41.9| 426 -43.3| 452
Savings, expectation (question 11) 420 411 41.8] 442 -40.0| -39.9 -394 -39.2| -42.3
Situation of income and expenses (question 12) 2.1 1.6 1.8 32 4.2 34, 43 3.1 0.0
Source: Business and Consumer Confidence Survey, Bank of Albania.
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ANNEX
Methodological notes

Balance is the most frequently used indicafor 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
point.

The Confidence Index (Cl) 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).

The 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 fo capture the domestic economic
activity. Before aggregating the ESI, these balances are standardized and
weighted.
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