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* Confidence surveys are cofunded by the European Union and Bank of
Albania. In May 2016, they moved under the Harmonised EC Programme
of Business and Consumer Confidence Survey.



BUSINESS AND CONSUMER CONFIDENCE SURVEY

In December 2024, the Economic Sentiment Indicator (ESI) contracted by
3.8 points. However, the current level of ESI stands higher than 8 percentage
points above the historical average (Chart 1). The fall of ESI during the month
came as a result of the deterioration in all the confidence indicators of the
business sectors. The construction and services sectors recorded the highest
decline. The fall in confidence among consumers affected this decline as well,
though at a lower extent.

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

Industry Confidence Indicator (ICl) was down by 1 percentage point in
December 2024, continuing its declining trend for the third month in a row.
The current level of ICl remained around 8.5 percentage points above the
historical average (Chart 2). ICl dropped due to the less than positive appraisals
of businesses on current industrial production. Expectations for selling prices
in the future were revised upwards compared to the previous month, as were
employment expectations in the future for this sector (Table 2 - Industry).

Construction Confidence Indicator (BCl) declined by 5.5 percentage points
in December. This indicator continues to stay around 22 points above the
historical average (Chart 2). This fall was determined by the decline of
businesses’ assessments on both the current construction activity and order
books. In addition, expectations for prices in the future have gone up,
whereas expectations for employment have detferiorated somewhat (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.

Services Confidence Indicator (SCl) contracted by 5.5 percentage points in
December. Despite the monthly fluctuations, the indicator stands around 16
percentage points above the historical average (Chart 2). SCI declined as a result of
the less optimistic appraisals of serviceselated business on the current performance
of their activity and the current level of demand. Meanwhile, expectations for
employment and prices in the future have been revised upwards (Table 2 - Services).

The Trade Confidence Indicator (TCI) inched down by 3.3 percentage points
in December, affer increasing by 2.5 percentage points during the other
two months of this quarter. The current level of TCl stands around 11 points
above the historical average (Chart 2). The declining appraisals on the current
business performance and employment expectations in the future underpinned
the current value of TCI. Businesses operating in the trade sector have assessed
their expectations for future prices upwards (Table 2 - Trade).

Consumer Confidence Indicator (CCl) declined by 1.7 percentage points.
CCl stands 2.4 percentage points above the hisforical average (Chart 2).
Consumers assessed downwards the future economic situation in Albanio.
Their expectations for both current and future major purchases fell during
December (Table 2 - Consumer). Expectations for the overall prices in the
future have been revised downwards (Table 2 - Consumers).

Indicators of quarterly frequency' show that the financial situation of
businesses improved slightly in the fourth quarter, resulting in higher historical
values for the sectors of industry and construction. Their capacity utilization
rate has increased during this quarter as compared to the previous quarter.
Both indicators stand significantly above their respective historical averages.

Data pertaining fo questions on the capacily ufilization rate and the financial situation are
gathered on a quarterly basis. They are included in the business surveys,/questionnaires conducted
in March, June, September and December.
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Chart 3 Business situation by sector over the past

Chart 4 Business expectations over the next three
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Chart 5 Expectations for unemployment and prices Chart 6 Major purchases of consumers, in

over the next 12 months, in balance balance
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Table 1 Confidence indicators by sector*
Values 2024 Current situation
min. | ave.| max.| August| September| October | November | December| Conjectural** | Structural* * *
Industry 08| 87 57 1.4 3.7 0.9 0.1 -1.1 l +
Constfruction | -58.4-19.9] 8.2 3.2 4.0 0.7 5.3 0.2 l ++
Services 4581 11.3] 324 247 28.0 31.8 25.3 19.8 l +
Trade 3261 1.1 173 134 10.2 11.0 12.7 Q.5 l +
Consumer  |-40.8|-26.5| -16.3| -25.2 -25.1 -24.6 22.5 24.2 l +

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.

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

2024

Apr.| May| Jun.]  Jul.| Aug.| Sep.] Oct.| Nov.| Dec.
INDUSTRY
Production over the past three months 2620 162 167 173 176 183 171 206 143
[question 1, ICI component)
Order books 77 80 89 64 16 22 62 -100 88
[question 2, ICI component)
Export order books 23.6| -155 -153 -168 -11.8/ 52| 81| -109| -89
[question 3, ICI component)
Stock of finished product (question 4) 00 00 32 56 1.0, 04 72| 32 03
Production, expectations (question 5) 242 284 28.6] 31.2 304 29.1| 23.7| 346 320
Selling prices, expectation (question 6) 10.7 6.4 8.9/ 10.3] 14.8| 157 14.1 Q6| 122
Employment, expectation (question /) Q.2 5.0 0.6 5.5 5.8 57 59| 124 145
CONSTRUCTION
Construction activity over the past three months 200! 185 182 210 277 304 242 317 263
[question 1, BCI component) : : : : ) ) ) : :
Order books 214 206 224 201| 214 225 228 212 267
(question 3, BCI component)
Employment, expectation (question 4) 161 122 142 171 169 187 175 188 176
Prices, expectation (question 5) 14.6| 159 10.8] 159 14.4| 10.1 6.9 5.3 17.3
SERVICES
Business situation over the past three months 300 337 256 284 257 274 318 9273 208
[question 1, SCI component] : : ‘ : : : : : ‘
Demand over the past three months 306 312 308 302 236 286 318 234 189
[question 2, SCI component) ‘ ) : : : : : ) :
Demand, expectation (question 3] 33.91 36.0 25.6| 329 31.0] 30.5| 28.7| 340 34.2
Employment over the past three months 59 100 120 153 81 180 134 122 04
(question 4] . . . . . . . . .
Employment, expectation (question 5) 15.3] 109 11.9, 109 10.2 10.8 6.9 58 8.4
Prices, expectation (question 6) Q.0 6.6 Q.1 3.9/ 10.2 Q.5 Q.0 8.7 129
TRADE
Business situation over the past three months 220l 185 134 85 1790 168 202 234 104
[question 1, TCl component) : : ) i i : : : :
Inventories situation (question 2) 5.8 3.9 4.9 6.5 00 -1.0 0.3 2.9 0.8
Future orders, expectation (question 3) 2521 29.3 23.8| 228, 21.9] 260 224 228 15.9
Business performance, expectation (question 4)| 31.8| 33.2 23.31 19.2| 268 348 28.3| 270 21.2
Employment, expectation 43 79 29 21 89 36 1.8 20 04
(question 5, TCI component)
Prices, expectation (question 6) 0.0 3.2 /.1 47 7.2 1.3 2.4 3.6 Q.0
CONSUMER
Current financial situation (question 1) A7 7.6 8.8/ -/.8] -6.9 69 59 -3.8 5.4
Financial situation, expectation 76 4.2 20 213 30 20 75 43 44
(question 2, CCl component] ‘ ‘ ' ' ' ' ' ) '
Current economic situation (question 3) -10.1] -12.3] -14.0| -14.0 -12.9 -14.3 -11.3 9.2 -10.6
Economic situation, expectation
[question 4, CCl compponent) 5.2 25 11 1.4 3.4 20 22 5.2 3.5
Current prices [question 5) 30.3] 33.3 32.3] 297 290| 245 280| 242 227
Prices, expectation [question 6) 90 47 2.1 5.6 -55] -10.1 99 7.9 -10.1
Unemployment, expectation (question 7] 3.5 -1 1. 0.2 0.3 0.5 0.1 04 0.3
Current major purchases 5700 63.1] 63.0 622 60.6| 60.7 604 -580 -61.2
[question 8, CCI component)
Maior puichases, expeciations 43.1) 519 492 474 466 447 429 415 -43.5
[question @, CCI component)
Current savings [question 10) -40.4| -45.6| -458| -44.0 -43.9| -43.6, -41.6) -41.3 -41.0
Savings, expectation (question 11) -37.1] -40.3] -38.4 -38.3] -36.5| -36.3 -39.0 -37.2| -354
?i;u)oﬁon of income and expenses (question 66 30 37 57 49 55 49 56 75
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 percentoge
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, trade
and consumers), aiming fo capiure the domestic economic activity. Before
aggregating the ESI, these balances are standardized and weighted.
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