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BUSINESS AND CONSUMER CONFIDENCE SURVEY

In May 2024, the Economic Sentiment Indicator (ESI) declined slightly by
1.1 points, after improving in the two previous months. Despite the fall, the
current level seftles close to the historical maximum and around 13 points
above the longterm average (Chart 1). The drop in the aggregated indicator
was due to the lower confidence across the sectors of industry, construction
and consumers. On the other hand, confidence in the sectors of services and
trade increased (Chart 2).

Chart 1 Economic Sentiment Indicator, ESI (long-term average = 100)
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Source: Business and Consumer Confidence Survey, Bank of Albania.

Industry Confidence Indicator (ICl) declined slightly by 0.6 percentage points
in May 2024, reversing the upward frend of the last two months. The current
level of ICI seftles 6.4 percentage points above the hisforical average (Chart
2). The ICI dropped mainly as a result of lower assessments on the current
industrial production. Businesses’ assessments on the balance of order books
recorded, overall, a slight decrease. On the other hand, businesses operating
in industry sector, increased their expectations on industrial production for the
future. Expectations on selling prices in the future inched down compared to
the previous month (Table 2 - Industry).

Building Confidence Indicator (BCI) continued trending downward slightly
for the third month in a raw. However its level stands 20 points above the
historical average and close fo its historical minimum (Chart 2). BCI declined
by 0.6 points in May mainly as appraisals on the current construction business
descended. On the other hand, assessments on current order books edged
up. Expectations on prices in construction rose slightly in May 2024 (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) rose for the third consecutive month,
climbing by 2.1 percentage points in May 2024. The current level of SCI
stands 24 percentage points above the historical average (Chart 2). SCI
increased as a result of the more optimistic assessments of businesses on the
current performance of their business and the current level of the demand.
Also, expectations of serviceselated businesses on the demand and the level
of employment in the future edged up in May. Businesses operating in service
sector have revised down the performance of prices in the future (Table 2 -
Services).

Trade Confidence Indicator (TCI) rose by 1.3 percentage points in May,
following the upward trend since March 2024. The current level of TCl seftles
around 14 percentage points above the historical average (Chart 2. The
more optimistic expectations of businesses on employment in the future drove
to the monthly increase of TCI. Assessments on the current performance of the
businesses stayed virtually unchanged from the previous month. Businesses
operafing in trade secfor expect their future prices increasing in the coming

months (Table 2 - Trade).

Consumer Confidence Indicator (CCl) dropped by 4.9 percentage points in
May, by reversing the upward trend of the two previous months. CCl stands
very close fo the historical average level in May (Chart 2). Consumers’ views
on their financial situation, the general economic situation in Albania and on
major purchases were weaker. Consumers' expectations on unemployment in
the future increased in May (Table 2 - Consumers.
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Chart 3 Business situation by sector over the past
three months

Chart 4 Business expectations over the next three
months
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Source: Bank of Albania

Chart 5 Expectations for unemployment and prices
over the next 12 months, in balance
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Source: Bank of Albania

Chart 6 Major purchases of consumers, in
balance
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Table 1 Confidence indicators by sector*
Values 2024 Current situation

min.| ave.| max.| January | February| March | Aprill May  Conjectural** | Structural* * *

Industry 609 95| 58 0.7 9.3 59 23 29 l +
Construction -58.41-21.8, 9.0 4.6 1.6 0.0/ 09 -1.5 l ++
Services 453 971352 18.0 16.6| 23.6| 31.8] 33.9 il ++
Trade -32.6, 02170 1.7 1.0 3.7 13.1 144 il ++
Consumer -40.41-26.61-16.3 26.7 274 259 -220/-26.9 l =

Source: Business and Consumer Confidence Survey, Bank of A

bania.

*| 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.

*

*

**)

The situation for each indicator is considered as highly satisfactory (+ +) when the index is

more than 1 standard deviation higher than the average, satistactory (+) 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.
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Table 2 Main balances of the sectors of the economy (in percentage points)*

2023 2024

Sep. | Oct.| Nov.| Dec.| Jan.| Feb.| Mar.| April \ May
INDUSTRY
Production over fhe past hree months 218 131 169 33 178 122 158 246 165
(question 1, ICI component)
Order books (question 2, ICl component) 98| -104 88 -33 83 92 -119| 68 87
Export order books (question 3, ICI component) -13.0] -12.5) 187 -12.8] -11.8 -31.0| 21.6 247 -167
Stock of finished product [question 4) 24, 35| 36 21 29 66| -39 06 02
Production, expectations (question 5] 2071 31.5] 31.3 29.1] 293 18.6| 24.4| 23.6| 274
Selling prices, expectation (question 6) -10.4| 10.8 22.8 21.1] 140 10.3| 102 99| 49
Employment, expectation (question 7) 98 104 8.5 8.4 8.8 2.8 1.9 Q.5 50
CONSTRUCTION
Construction activity over the past three months 82 09 177 242 80 218 181 195 175
[question 1, BCI component) ‘ ‘ ‘ ‘ : : : : :
Order books (question 3, BCl component) 243 260 -24.8| -16.0| -18.1| -18.7 -18.1| 21.4| -20.5
Employment, expectation (question 4) 561 11.3] 13.0 175 11.9 270] 163| 162 119
Prices, expectation (question 5) 20.2 7701510 192 147 172, 128 140 153
SERVICES
Business situction over the past three months 258 243 183 227 19.8| 190 244 329 360
[question 1, SCI component)
Demand over the past three months 245 245 997 232 163 14 220 308 318
[question 2, SCI component] ' ' ' ' ' ' ' '
Demand, expectation (question 3) 256 308 333 346 316 242 385 349 373
Employment over the past three months (question 4) 63| 47 80| 82 30 41 107 54| 94
Employment, expectation (question 5) 10.1] 126 11.01 13.1 84 119 137 154 11.1
Prices, expectation (question 6) 1420 131 1721 195 151 105 4.9 8.4 5.3
TRADE
Busingss situation over the past three months 1871 1441 113 115 196 06 98 213 214
(question 1, TCI component)
Inventories situation (question 2) 1.0 2.3 3.5 3.7/ 10.8 6.7 4.7 6.1 4.3
Future orders, expectation (question 3) 23.6| 292 21.0 228| 158| 164| 275 270 31.0
Business performance, expectation (question 4) 178 275 257 26.1| 222 17.8| 29.1 324 34.]
Employment, expectation (question 5, TCI 27 20 20 925 37 26 923 490 75
component)
Prices, expectation (question 6) 14.3 87| 92| 142 3.5 4.3 0.1 0.5 1.5
CONSUMER
Current financial situation (question 1) -13.3] -11.4 -10.9| 99 -11.1| -13.7| Q7 46 /4
Financial situation, expectation (question 2, CCl 10 43 44 38 18 19 20 77 45
component| 4 4 . . . . : : :
Current economic situation (question 3) 2171 -19.7) -190] -19.0| -18.8| -17.9| -16.7 -10.3 -11.8
Economic situation, expectation 07 13 40 26 02 0.0 20 50 30
(question 4, CCI component) i i ‘ : : ‘ ‘ ‘ ‘
Current prices (question 5) 46.3 1 454| 467 446 471 425 415 29.9| 336
Prices, expectation [question 6) 371 6.7 -5.1 2.8 -3.1 4.6 3.5 Q4 46
Unemployment, expectation (question /) 0.5 4.3 1.2 33 03 00 -39 40 1.8
Current major purchases (question 8, CCl 612 574 500 621 602 625 500 573 629
component] : . . . . . . . .
Maior purchases, expectations [question @, CCl
comlpoﬁem) P q 48.4| -44.8| -48.1| -46.4| -48.1 -48.5| -49.5| -43.4| -52.0
Current savings [question 10 450 441 45| 422 421 -452] -43.2 -40.9 454
Savings, expectation (question 11) 432 41.6 42.2| 419 410 41.0 -39.7| -37.2] 40.3
Situation of income and expenses (question 12) 0.3 3.5 2.3 3.1 3.9 2.3 4.5 6.2 3.0
Source: Business and Consumer Confidence Survey, Bank of Albania.
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ANNEX

Methodological notes

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

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).

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