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Aims of Business Tendency Surveys

Base for business cycle relevant indicators

Receive timely signals about general business cycle course

Change point detection

Information about assessments of current situation and expectations
for the coming months of enterprises, e.g.

— assessment of stocks

— expectations about price changes
— plans about employment

— capacity utilization
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Aims of Business Tendency Surveys

The information covered by BTS goes beyond topics which are usually
captured by conventional quantitative statistics. Examples include

e assessments (e.g. capacities, stocks)
* plans and expectations
e bottlenecks
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Quantitative data versus qualitative data

o easier for respondents

e can be completed quickly

o timely results

o smaller sample size possible

o less data editing and consistency checks
o less seasonal distortion

e reduced influence of outliers
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Customers of BTS results

Respondents

Enterprises
Public and Media

Politics

Central Banks

e Commercial Banks and financial markets
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Aspects of conducting BTS

L
e

Business Tendency Survey
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Business Tendency Surveys: Outline

Selection of population
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Aspects regarding the selection of the population

Privat sector or Contribution to overall
government determined economy (value added)
Selected
Population
Cyclicity Contribution to overall

economy (employment)

Formal/informal sector
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Range of KOF Business Tendency Surveys

Sector Frequency (today) Introduction
Manufacturing monthly 1955
Retail Trade monthly 1973
Wholesale Trade quarterly 1977
Hotel and Restaurants quarterly 1988
Construction monthly 1994
Architects and Engineers  monthly 1996
Banks monthly 2000
Insurances monthly 2001
Other Services quarterly 2006

Investment Survey biannual 1970
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Business Tendency Surveys: Outline
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Questions
Frequency
Implementation strategy
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Aspects of the Questionnaire

_—

Questionnaire

N~
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Questions: General remarks

Questions should consider topics which:

e measure an early stage of production/activity (e.g. new orders, order
books, demand);

The variables should not only be relevant from a theoretical point of view
but also in the view of managers and enterprises.
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Questions: General remarks

Questions should consider topics which:
e measure an early stage of production/activity (e.g. new orders, order
books, demand);
» respond rapidly to changes in economic activity (e.g. stocks);

e measure expectations or are sensitive ti expectations (e.g. production
plans, employment plans, business climate).

The variables should not only be relevant from a theoretical point of view
but also in the view of managers and enterprises.
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Questions: General remarks

Time Dimension

Recent past —> Development

Current —

Planend/
Expected
changes

Near future >
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Soft questions Recent past

Current

Near future

General Recent past
questions
Current
Near future
Specific Recent past
questions
Current
Near future

Manufacturing
Business activity/situation
Business situation

Business activity/situation

Firm‘s employment

Firm‘s employment

Firm‘s employment
Production, order books,
stock of finished products
Total order books, export

order books, stock of
finished products

Production, selling prices

Klaus Abberger

Questions: General remarks

Examples
How has your business situation developed over the
past three months? It has improved/remaind
unchanged/deteriorated
How do you assess your current business situation? It
is good/satisfactory/poor
How do you expect your business situation to develop
over the next 3 (6) months? It will imporve/remain
unchanged/deteriorate
How has your firm‘s total employment changed over
the past three months? It has increased/remaind
How do you currently assess your firm's total
employment? It is to large/adequat/to low
How do you expect your firm'‘s total employment to
change over the next three months? It will increase/
remain unchanged/decrease
How has your firm‘s stock of finished products
changed over the past three months? It has increased/
remaind unchanged/decreased
How do you currently assess your firm‘s stock of
finished products? It is to large/adequat/to low

How do you expect your production to develop over
the next 3 months? It will increase/remain unchanged/
decrease



Core variables typically covered in monthly surveys

Industry Construction Retail trade

Every month:

Production, present tendency Activity, present tendency Business situation, present
Production, future tendency Limits to production Business situation, future tendency
Stocks of finished goods Order books Stocks of goods for resale
Domestic order books Employment, future tendency Orders placed with suppliers, future
Export order books Selling prices, future tendency tendency

Selling prices, future tendency

Additional questions each quarter:

Employment, future tendency Months of assured activity Employment, future tendency
Constraints on production

Assessment of current capacity

Capacity utilisation

New orders, future tendency

Exports, future tendency

Stocks of raw materials

Source: OECD
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Pre-printed answers: Current situation

(1) () above normal () normal

(11) () toolarge () normal

(1ii)) () more than adequate () adequate

Source: OECD
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() below normal
() low

() less than adequate



Pre-printed answers: Past or future changes

1) ()up () same () down
>11) () improve () remain unchanged () deteriorate
(111) () increase () no change () decrease

Source: OECD
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Bottleneck questions

Questions regarding constraints

Demand constraints:
Insufficient domestic demand; insufficient foreign demand

Supply constraints:
Shortage of equipment; insufficient capacity; shortage of labour; shortage
of raw materials; shortage of capital

Further topics:
Quality of infrastructure, legal system, political stability, costs of crime and
violence, quality of electricity supply, intellectual property protection etc.

Klaus Abberger



Business Climate

on for xy as

; | |
satisfactory | ]
bad

Expectations for the next 6 months (EX)
i [ n for XY will be — excluding seasonal

: ||
about the same n

Worse -
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Business Climate: Factors for assessment of

current situation (trade)

Profit situation

Turnover

Cost situation

Liquidity

Customer
frequnecy

Sales

Incoming orders

Stock of goods

Futher factors

0,5

Klaus Abberger
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Questionnaire: Frequency of the survey

The frequency is important for the assessment of the results

o at least quarterly to ensure reliable and timely turning point analysis
o at best monthly

26 Klaus Abberger



Implementation strategy

Overall results and in
depth results for sectors
available.

Are sufficient resources
available (survey
conduction, data
analysis, reporting; IT
resources, e.g data
base)

In depth results for
sectors available. Overall
results at the beginning
not available.

Overall results and some
sector results available.
No in depth sector
results available at the
beginning. Questionnaire|
at the beginning
probably not
comparable to other
countries.

Klaus Abberger




Business Tendency Surveys: Outline

Sampling
Units
Sample design
Sample size
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Enterprise

Enterprises might be split regarding location and products:

| Enterprise || Location1 | Location 2

Location 3

Product 1 Establishment | Establishment

Establishment

Product 2 Establishment | Establishment

Establishment

Product 3 Establishment | Establishment

Establishment

Establishments are the building blocks of BTS.

Klaus Abberger



Sample design

¢ Judgmental sampling: representative’ or 'important’ units are selected

e Random sample: pure random sample, stratified random sample
(branch, size)

BTS are usually panel samples. Often some kind of post-stratification is
also used.
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Sample size

The required sample size depends usually on the aimed precision
regarding branches.

There are no strict rules. One rule of thumb is, that about 30 response
units are required for each strata intended to publish.

Often less units are needed because activities are dominated by a few
very large enterprises. Then two or three response units are sufficient. To
ensure anonymity of respondents sometimes only strata with at least 5
response units are published.

Other rules try to incorporate the size of the strata. E.g. 10+ v/Ns , with Ng
number of units in the strata of the population.

Klaus Abberger



Business Tendency Surveys: Outline

Aggregation
Overview
Composite Indicators
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Aggregation: Overview

<

Aggregation
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Aggregation: Overview

NACE

Value
added

4

Aggregation

Weighting

Employment
Turnover

Klaus Abberger




Composite Indicators

Economic Tendency Survey data are typically considered in a growth cycle
or growth rate cycle framework because of their trend free nature. The
advantage of composite indicators over the individual component
series is that they achieve a better trade-off between
responsiveness and stability. Composite indicators can be constructed
to have fewer false alarms and fewer missed turning points than its
individual components; moreover they tend to have more stable
lead-times. Finally, the composites have the capacity to react to various
sources of economic fluctuations and at the same time can be resilient to
perturbations affecting only one of the components.
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Composite Indicators

o Soft questions vs. hard questions
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Composite Indicators
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e Selection of indicators
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Composite Indicators

o Soft questions vs. hard questions
o Selection of indicators

e Aggregation of indicators
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Soft questions: Business Climate

Current Situation (CS)

We assess our current business situation for xy as
good n
satisfactory ||
bad

Expectations for the next 6 months (EX)
Qur business situation for XY will be — excluding seasonal
fluctuations.

better. (]

about the same n

worse -
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Business Situation

Balance
— sa. ,/\v‘ I/ \‘ gQOd
[ v
! \
30 ! T
- \
' N
' \
' v P
' \ - J v
" AR
20 | T v A
1 T 4
! ‘\I
/' N
2
10 i
'
K
’ o
N bad
o4 -
T
2009 2010 2011 2012
Source: KOF

Klaus Abberger

2013

2014

2015




Hard questions: European Union

3.6.1.  Industrial confidence indicator

The industrial confidence indicator is the arithmetic average of the balances (in percentage
points) of the answers to the ions on producti 1 order books and stocks of
finished products (the last with inverted s:g:n) Balances are seasonally adjusted.

Questions (see Annex 2.1.1 for the complete questionnaire):

Q2 Do you consider your current overall order books to be...?

+  more than sufficient (above normal)
= sufficient (normal for the season)
- not sufficient (below normal)

Q4 Do you consider your current stock of finished products to be...?

+  too large (above normal)
= adequate (normal for the season)
= too small (below normal)

Q5  How do you expect your production to develop over the next 3 months? It will...
+ increase

= remain unchanged
—  decrease

Source: DG ECFIN

40 Klaus Abberger



Hard questions: European Union

3.6.2.

Services confidence indicator

The services confidence indicator is the arithmetic average of the balances (in percentage
points) of the answers to the questions on business climate and on recent and expected
evolution of demand. Balances are seasonally adjusted.

Questions (see Annex 2.2.1 for the complete questionnaire):

Q1

Q2

Q3

Source: DG ECFIN

41

How has your business situation developed over the past 3 months? Ithas ...

+  improved
= remained unchanged
—  deteriorated

How has demand (turnover) for your company’s services changed over the past 3
months? It has...

+ increased

= remained unchanged
—  decreased

How do you expect the demand (turnover) for your company’s services to change over
the next 3 months? It will...

+ increase
= remain unchanged
—  decrease

Klaus Abberger
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Hard questions: European Union

3.64.

Retail trade confidence indicator

The retail trade confidence indicator is the arithmetic average of the balances (in percentage
points) of the answers to the questions on the present and future business situation. and on
stocks (the last with inverted sign). Balances are seasonally adjusted.

Questions (see Annex 2.4.1 for the complete questionnaire):

Q1

Q2

Q4

Source: DG ECFIN

How has (have) your business activity (sales) developed over the past 3 months?
It has (They have) ...

+  improved (increased)

= remained unchanged

—  deteriorated (decreased)

Do you consider the volume of stock currently hold to be...?

+  too large (above normal)
= adequate (normal for the season)
—  too small (below normal)

How do you expect your business activity (sales) to change over the next 3 months? It
(They) will...

+  improve (increase)

= remain unchanged

—  deteriorate (decrease)

Klaus Abberger



Hard questions: European Union

3.6.5.  Construction confidence indicator

The construction confidence indicator is the arithmetic average of the balances (m perceutage
points) of the answers to the questions on order book and empl, P
are seasonally adjusted.

Questions (see Annex 2.5.1 for the complete questionnaire):

Q3 Do you consider your current overall order books to be...?

+ more than sufficient (above normal)
= sufficient (normal for the season)
—  not sufficient (below normal)

Q4  How do you expect your firm’s total employment to change over the next 3 months? It
will...

+  increase
= remain unchanged
—  decrease

Source: DG ECFIN
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Aggregation

Question:

How can we condense information contained in various indicators into one
(or at least in a view) indicator(s)?

o Classical (NBER)
o Factor analysis

Klaus Abberger



Business Tendency Surveys: Outline

Presentation of results
Special Graphical Representations
Publication Strategy
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Presentation of resulis

Report/users

Focus of information

Content

Press release

Main features/results

Text, main figures
main graphs

Analysts

Overview, main features by sector

Text, tables, graphs

Respondents

main results, branch results

Text, tables, graphs

Klaus Abberger




Ifo Business Cycle Clock

Ifo World Economic Climate

improvement

Recovery / Upswing

- Present economic situation:
still bad, but improving

- Economic expectations:
positive

112010

111/2014
12011

Consolidated Upturn / Boom
- Present economic situation:
good
- Economic expectations:
positive

12006

11112007

Present economic situation

47

- Present economic situation:
bad

- Economic expectations:
negative

Trough / Recession

4 2012

Economic

expectations
for the next six
months

7 8
US Sub-prime credit
crisis

- Present economic situation:

Il good, but deteriorating

- Economic expectations:
negative

Cooling-down / Downswing

deterioration

Klaus Abberger
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Ifo Business Cycle Clock

20

Business expectations for the next 6 months

Ifo Business-Cycle Clock Germany
Manufacturing Industry”

Assessment of Current Business Situation vs. Business Expectations

Upswing

an. sepiember
2013 2074

Jan. 2009

Recession ) Doquwing

. . . . .
-60  -50 -40 -30 -20 -10 0 10 20 30 40 50
Current business situation

1) Incl. food and beverages. Balances, seasonally adjusted. Data starting in January 2007.

Source:

Ifo Business Survey 24/092014 © ifo
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KOF Business Situation Matrix

Business.situation

40+

Situation good but worsened

Situation good and improved

Frequency
@ Month
) A auarter

Sector
@ Construction
@ Finance

—404

Situation poor and worsened

' '
-20 -10

Situation.change

Klaus Abberger

@ Hotels Restaurants

PY © Manufacturing

® Planing
Retailing

@ Services

@ Wholesaling

Situation poor but improved

| )
10 20



KOF Business Situation Radar

Wholesaling
good
Services Construction
Hotels.Retaurants Planning
Manufacturing Finance
Retailing
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urteilung

1/2015

Nahrungsmittel, Getranke
Chemie, Kunststoffe

Elektro, Feinmechanik, Optik
Metall

Maschinen, Fahrzeuge

Hoz, Nicht-Metall

Sonstige
Papier, Karton, Verlag
-244 — Textil, Bekleidung

Quelle: KOF

[ -

4/201

KOF Business Situation Altimeter for Industries

5
Chemie,

Nahrungsmittel, Getrénke

Sonstige
Elektro, Feinmechanik, Optik

Maschinen, Fahrzeuge
Metall
Hoz, Nicht-Metall

Papier, Karton, Verlag

Textil, Bekleidung




KOF Business Situation Map

KOF Geschaftslage der Unternehmen der Privatwirtschaft

Salden

= 55 bis 100

® 30 bis unter 55
@ 165 bis unter 30
© 9bis unter 16.5
@ 5bis unter 9

© -5 bis unter 5

© -9 bis unter -5

@ -16.5 bis unter -9
@ -30 bis unter 165
= -55 bis unter -30
= -100 bis unter -55

Die Winkel der Pele spiegen die Veranderung der Geschaftslage
im Vergleich zum Vormonat wider

Klaus Abberger
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Targeted audience

Usually various user groups are targeted. One has to decide for each user
group how to address them in the best way. Typical audiences targeted are

o The general public. The public can be reached directly (e.g. via the
internet) or with the help of the media by using journalists as a kind of
conduit.

e The media
o Expert users (analysts, scientists, well informed public)
o The survey respondents

Klaus Abberger



DG ECFIN Publication schedule

[ P BUSINESS AND CONSUMER SURVEYS

Publication dates 2015

Flash Consumer Confidence Indicator Economic Sentiment Indicator & Business Climate Indicator
Publication Publi

Month Month

Day Date Time. Day Date Time
vanuary Thursday (22 January 2015 16n00 anuary " [Thursday 29 January 2015 11h00
February Thursday |19 February 2015 16n00 February Thursday 26 February 2015 11h00
March Monday |23 March 2015 16n00 March Monday 30 March 2015 11h00
April [ Wednesday [22 April 2015 16h00 |April 72 Wednesday 129 April 2015 1100
vay Thursday (21 May 2015 16n00 vay Thursday 28 May 2015 11h00
June Monday |22 June 2015 16n00 lJune Monday 129 June 2015 11h00
ouly [Thursday 23 July 2015 16h00 uly [Thursday 30 July 2015 11h00
| August Friday 21 August 2015 16n00 |August Friday 128 August 2015 11h00
September [Tuesday (22 September 2015 | 16h00 September Tuesday 29 September 2015 1100
October Thursday |22 October 2015 16n00 October Thursday 129 October 2015 11h00
November Friday 20 November 2015 | 16n00 November Friday 27 November 2015 11h00
December Monday |21 December 2015 | 16h00 December Thursday 07 January 2016 11h00

" includes of industry, services

# includes investment survey
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KOF Press release

ETH e

Swiv Fodra nsitte o Tochntogy

Ltccuo o

Press Release

Zurch, 3 March 2015, 9 a.m.
Results of the KOF Business Tendency Surveys of February 2015

Consequences of the Decision by the SNB Become Apparent

of Swiss businesses cooled significantly in February. The current esults provide the
st compr
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GFK Press release

Press release

The next Gk Consumer Glmatereportwil e published on
Thursday, Aprl 23, 2015, 800 a.m.

press embargo: March 26,2015, 600 am

Bright prospects for German consumer climate
Findings ofthe GIK Consumer Climate study for Germany for
March 2015

el a willngness to buy.
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GFK Press release

Income expectations: upward trend continues

Given th signiicant improvement n e sconomi ook, income expecta-

points. This i e tir consacutva ncrease on an alreacy axtremely high
fvel.

. A v eson e st colete vageareaens 1 he
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205,

Willngness to buy: st consscutive rise
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romely ow, ltough a ligh ncrease was recorded in March.
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GFK Press release

it 1o assess. I a Grexi, where Grasce renounces

sequenty leaves e eurozone, were

e
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Infctto matealze, e German
nomy could suffr a sovero sotback as a rosul.

"PLEASE NOTE: publicaton date for Aprl has changed:

Thursday, Aprl 23,2015, 8 am.

Provisional publicaton dates for 2015

Thurscay, Sepiemoer 21, 2015, 3.
Thursday. November 26,2015, 1 pm.

Thirsaa Aor 23,2075, Bam

Tuosday, Bacomber 22,2015, 8 am.

March n compariscn with theprvious month and pror year

cato over he past fow years

(GIK Consumer Climate indicator (a at:arch 2015)

|
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GFK Press release

About the sudy

Vey' whihis basee on around 2000 consumer intnvews conducted oach

forent areasof e consumer goods and sevices markets. Tha GIK Con:
Sumer Climat survey has boon conducted sinca 1980

rave, e,

Senices and the i personal caro seqment.

Gk predicing afis n priva consumpton of 1.5 percent or 2015

Accorting o fgures from the Federa Siatsca Ofice prvat
Soening row by 12 prcnt 2014
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GFK Press release

Thetabie balow provides an overvew of th olowing indictors:

ot i S-S}
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o | i v e ot Bt e o

About GIK.
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s ter comiot en

61 Klaus Abberger



OECD Press release

@) OECD S esooion]

euroarea
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