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This publication contains the main findings of the survey on inflation and growth expectations conducted by
the Bank of Italy in collaboration with the newspaper Il Sole 24 Ore. The data were collected in June 2014
exclusively for the purpose of economic analysis and have been handled and processed in aggregate form, in
full compliance with Italy’s law on the treatment of personal information.

The survey report has been prepared by Tatiana Cesaroni and Sergio Santoro.

We would like to thank all the companies that agreed to take part.




SURVEY ON INFLATION AND GROWTH EXPECTATIONS

1. Introduction

The interviews for the latest Banca d’ltalia — Il Sole 24 Ore quarterly survey on inflation
and growth expectations were carried out between 3 and 20 June 2014. A total of 819 companies
with 50 or more employees took part, of which 401 operate in industry excluding construction and
418 in services. The survey also polls construction firms® with 50 or more workers; in June 2014
the construction sample consisted of 218 firms (Table Al).

The companies were asked to provide forecasts both on macroeconomic matters, such as
the inflation rate and the general state of the productive economy in Italy, and on issues regarding
their own business. In some cases, the forward-looking opinions are accompanied by backward-
looking assessments and, where possible, indications of the factors underlying the reported or
expected developments.

The main findings of the survey are summarized below. The appendices contain the
methodological notes, detailed statistical tables, and the questionnaire.

2. The main findings for firms in services and in industry excluding construction

Inflation expectations in Italy and change in firms’ prices

In June 2014 firms shaved 0.1 percentage points off their consumer inflation expectations
for the next six months and two years ahead with respect to the March survey, to 0.7 and 1.0 per
cent respectively, while expectations one year ahead were stable at 0.9 per cent (Table 1 and Figure
1). Forecasts over a longer horizon of 3 to 5 years, surveyed for the first time in March, also
remained unchanged at 1.2 per cent.

Firms continued to report that their sales prices were unchanged on an annual basis (Table
2). Over the next twelve months they expect prices to return to modest growth of 0.7 per cent
(compared with 0.9 per cent in the previous survey). Weak demand and competitors’ pricing
policies were confirmed as the main contributions to price moderation while the influence of the
pressures from labour costs and raw materials prices is expected to remain limited (Table 3).

Assessment of the general economic situation

In June most firms viewed the general economic situation of the country as being stable:
67.9 per cent, unchanged from the previous survey. The negative balance between judgments of
improvement and deterioration narrowed with respect to the previous quarter, from -12.1
percentage points to -0.5 percentage points (Table 4), thanks to the sharp improvement in industry
excluding construction. The average probability assigned to an improvement of the economic
situation in the next three months was unchanged at 16.1 per cent (Table 5).

Demand

Firms’ judgments concerning current and forecast demand were more favourable. For the
first time in three years the balance between reports of increases and decreases in demand for the
respondent firms’ products was positive (4.2 percentage points, from -4.9 in the March survey),

! According to the ATECO classification of economic activities, industry is divided into Industry and Industry excluding
construction. In the rest of this report “industrial firms” means firms belonging to the Industry excluding construction
category.



thanks to the very strong performance of industry. Only firms operating mainly on the domestic
market continued to report a negative, but improving, balance (Table 6). The balance of short-term
expectations for demand also improved, rising from 14.4 to 16.3 percentage points, positive for the
second quarter in a row (Table 7).

The assessment of foreign demand for firms’ own products improved again: the balance
between reports of increases and decreases in the last quarter increased from 18.1 to 27.1
percentage points (Table 8). Short-term expectations for export demand also improved (Table 9).

Assessment of business conditions

Firms’ expectations concerning the economic conditions in which they will be operating
over the next three months were characterized by cautious optimism, although forecasts of stability
prevailed (76.0 per cent). For the first time since June 2007, the balance between those seeing an
improvement and those seeing a deterioration turned barely positive by 0.2 percentage points,
mainly reflecting the assessments of industrial firms (Table 10 and Figure 6). The negative
influence on operations of tensions over access to credit appear to have dissipated in both sectors
(Table 11).

The survey also asked for firms’ assessments of the effect on business conditions of the
period of prolonged appreciation of the euro. While most firms reported only negligible effects
(69.9 per cent, of which 59.3 per cent in industry alone), the balance between the responses
indicating a favourable impact and those indicating an unfavourable one was -19.3 percentage
points (Table 20). Industrial firms expressed greater concern: around one third believe that
exchange rates have had a detrimental effect, above all owing to the competitive pressures exerted
by markets outside of the euro area.

The medium-term outlook, three years ahead, was again positive. The proportion of firms
expecting operating conditions to get better was 64.0 per cent, while 12.4 expected them to get
worse (Table 12).

Investment conditions

Firms’ judgments on investment conditions were favourable: the balance between
responses indicating an improvement and those indicating a deterioration rose from -7.4 percentage
points in March to 1.9 percentage points, positive again for the first time since September 2010
(Table 13 and Figure 7). The judgments of construction firms were more favourable than those
reported by the services sector.

Investment expenditure in the second half of 2014 is forecast to exceed that in the first half
of the year, though 56.7 per cent of firms said they expected it to remain constant; the balance
between firms expecting to increase investment and those expecting to decrease it is 11.9
percentage points (Table 14). Firms most strongly oriented to foreign markets were relatively more
optimistic.

Expectations on investment outlays for the current year point to a modest recovery with
respect to 2013. The percentage balance between those planning increases and decreases was equal
to 13.1 percentage points, up from 3.7 percentage points in March, reflecting more positive
indications from industrial firms (Table 15). Overall, around half of the operators expected
investment to remain constant.



Liquidity and access to credit

Difficulties in accessing credit appear to have eased. The balance between the share of
firms reporting better financing conditions compared with the previous quarter and those indicating
a deterioration was -4.1 percentage points, up from -13.2 percentage points in March (Table 16).

Firms’ expectations concerning their liquidity position over the next three months
improved slightly compared with the previous survey: the share of those expecting it to be
inadequate fell from 19.5 per cent in June to 17.8 per cent, while those considering it more than
adequate increased from 18.7 to 19.7 per cent (Table 17). The picture remains relatively more
favourable for the largest firms.

Employment

Expectations for employment in the short term improved from -5.5 per cent in March to -
2.0 per cent. The proportion of firms estimating an increase in staff numbers in the next three
months rose to 14.3 per cent, from 13.4 per cent in March; those expecting a decline fell from 18.9
per cent in the last survey to 16.3 per cent (Table 18).

3. Construction firms

The views of construction firms concerning the general economic outlook turned less
pessimistic in June, with the negative balance between expectations of an improvement and a
deterioration at -14.1 percentage points, up from -29.9 in the March survey (Table 4). The
probability assigned to an improvement in the scenario in the next three months rose slightly, to
11.3 per cent, from 10.4 per cent in March (Table 5).

Assessments of demand for the reporting firms’ own services also improved somewhat,
with 16.6 per cent of firms reporting an improvement and 23.8 per cent reporting a deterioration
(the balance was -19.0 in March; Table 6). The positive balance on short-term demand expectations
improved again, rising from 7.0 to 12.7 percentage points (Table 7).

Firms’ assessments of the economic conditions in which they are operating improved only
slightly. The negative balance on assessments for the next three months fell from -10.9 to -9.4 per
cent (Table 10). Expectations three years ahead recorded a modest improvement, with 62.8 per cent
of the firms now expecting better conditions, compared with 61.8 per cent in the previous survey,
while the proportion expecting worse conditions fell from 14.6 to 13.7 per cent (Table 12).

Pessimism over the conditions for investment attenuated in the second quarter of this year,
with the negative balance between expectations of an improvement and a deterioration down from -
25.0 percentage points in the first quarter to -8.6 percentage points (Table 13). Firms continue to
predict that investment expenditure would decline in 2014 compared with 2013, but by less than in
the previous survey, with the balance rising from -18.7 percentage points in the March survey to -
4.0 percentage points (Table 15).

The portion of construction firms reporting that they had passed the worst of the cyclical
phase from the spring months onwards was 25.5 per cent, similar to the March figure; the
percentage expecting a “substantial increase” in output in the coming months remained basically
unchanged, at 38.3 per cent (Table 19).

On employment, construction firms continued to anticipate a decrease in their work force
over the coming three months (Table 18).
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(1) The first point in each curve is the latest definitive inflation data available at the time of the survey,
which is given to the interviewees in the questionnaire as a point of reference for expressing their
expectations; the second point is the average of the interviewees’ forecasts for the next six months; the third
point is the average of the interviewees’ forecasts for the next twelve months; the fourth point is the average
of the interviewees’ forecasts for the next twenty-four months.
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Figure 3

Differential between price changes reported by firms and the inflation rate:
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(1) Winsorized estimates: values outside the range between the 5th and the 95th percentiles are set at the threshold
values of those percentiles.

Figure 4
Expectations of the inflation rate
over the next 12 months
(kernel density)®
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(1) The estimates are obtained using a Gaussian kernel density with a bandwith equal to 0.2. The red line indicates the
forecast made in June 2014. The blue line indicates the forecast made in March 2014.



Figure 5
Expectations of the inflation rate

over the next 6, 12 and 24 months
(kernel density)®
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(1) The estimates are obtained using a Gaussian kernel density with a bandwith equal to 0.2. The light blue line
indicates the forecast over the next 6 months. The red line indicates the forecast over the next 12 months. The dark blue
line indicates the forecast over the next 24 months.

Figure 6
Three-month forecast of the firm’s business conditions
(percentage points)®
30 30
S rvices I P
flle | ndustry
10

> Y\ .
-50 \\ Y -50

Jan Apr Jul OctJan Apr Jul OctJan Apr Jul OctJan Apr Jul OctJan Apr Jul OctJan Apr Jul OctJan Apr Jul OctJan Apr Jul OctJan Apr Jul
06 06 06 06 07 07 07 07 08 08 08 08 09 09 09 09 10 10 10 10 11 11 11 11 12 12 12 12 13 13 13 13 14 14 14

(1) Balance between expectations of an increase and expectations of a decrease.

10



Figure 7

Conditions for investment with respect to previous quarter
(percentage points)™®

30 30
hp— i

20 Services B
sl | ndustry

10 10

-70 -70
Jan Apr Jul OctJanApr Jul OctJan Apr Jul OctJan Apr Jul OctJan Apr Jul OctJanApr Jul OctJanApr Jul OctJanApr Jul OctJanApr Jul Oct
06 06 06 06 07 07 07 07 08 08 08 08 09 09 09 09 10 10 10 10 11 11 11 11 12 12 12 12 13 13 13 13 14 14 14 14

(1) Balance between positive and negative judgments.

11






Appendix A:

Methodological Notes






METHODOLOGICAL NOTES

Al. The sample

The Bank of Italy — Il Sole 24 Ore survey of inflation and growth expectations has been
conducted since 1999, interviewing firms in industry excluding construction and in services with
50 or more workers. Starting in the first quarter of 2013, the survey has been extended to
construction firms with at least 50 workers.

The sample for the first quarter of 2014 consisted of 1.037 firms: 401 firms in industry
excluding construction, 418 service firms and 218 construction firms (Table Al).

The sample is stratified, with strata consisting of combinations of economic sector,
size of firm (by number of workers) and geographical area. The need to ensure a large
enough sample for every type of firm considered relevant means that, in some cases, the
number of companies selected is disproportionate to the share of that category in the entire
population of firms. This is in particular true of large companies.

Table la shows the composition of the sample broken down by number of
employees, sector and geographical area.

Table Al
Composition of sample and universe
(units, percentages)
Industry excluding construction .
- Construction
and Services
. Compan Sample . Compan Sample
Sample size . ) coverage | Sample size - X) coverage
@) universe rate © universe rate
() (/) * 100 (@ (c/d)*100

Number of employees

50-199....ccii e 414 16,929 2.4 170 1,375 12.4

200-999......ccciiiieeee 260 3,575 7.3 40 129 31.0

OVEr 999 ..o 145 540 26.9 8 8 100.0
Sector

INAUSERY .o 401 10,914 3.7

SEIVICES.....cvieevree e 418 10,130 4.1
Geographical area

North-West .........ccceevrirnnne 249 8,238 3.0 57 465 12.3

North-East..........ccccevvvrnennen. 225 5,880 3.8 63 368 17.1

Centre ....oocveveeveecee e 168 3,765 4.5 47 276 17.0

South and Islands............... 177 3,161 5.6 51 403 12.7
TOtAl oo 819 21,044 3.9 218 1,512 14.4

(1) Istat (2010).

The estimates for inflation expectations for 6, 12 and 24 months ahead are calculated on a
sub-sample of 552 industrial firms and service firms, and 141 construction firms. The rest of the
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sample was given a differently worded question on inflation expectations in order to assess the
impact of the wording on the responses. In particular, these firms were asked to give their inflation
expectations without being given the latest Istat data on inflation in Italy and the euro area. The
results obtained so far indicate that anchoring has the advantage of reducing uncertainty in
expressing expectations (by broadening the knowledge base), thus reducing the standard error in
the estimates of the average value, without causing any significant distortion in the estimate of
expectations. Further research is being carried out.

A2. Data collection and estimates

The survey data are collected by a specialist firm which distributes the questionnaire to
company managers who are best informed about the topics covered. The respondents usually
compile the questionnaire online using a purpose-designed interface. A small number of the
companies submit their answers by fax (Table A2).

Table A2

Response rates and data collection via Internet
(units, percentages)

Industry excluding construction Construction
and Services
Companies o Companies o
contacted Response rate contacted Response rate
Number of employees
50-199..c.coiiiiiiiiiin] 1,268 326 599 28.4
200-999......ocviirriin] 401 64.8 81 494
OVer999.....covviriiinn] 195 74.4 26 30.8
Sector
INAUSEIY ..o 966 415 - -
SEIVICES..covviviiiieiriiieien] 898 46.5 - -
Geographical area
North-West .........ccccceeeenn ] 610 40.8 219 26.0
North-East...........c.ceevrvnnen 523 43.0 202 31.2
Centre ....coveevevveiciceen 346 48.6 142 331
South and Islands.............] 385 46.0 143 35.7
Total ..o 1,864 43.9 706 30.9

(1) Percentage of companies contacted which participated in the survey.

The collected data are subject to an initial quality check so that any mistakes (such as
typing errors) can be intercepted and the existence of outliers and missing data (item non-response)
can be assessed. Using the correlation between the indicators obtained, the missing data are
imputed by means of stochastic regression models, the parameters for which are set after
neutralizing the outliers where appropriate.

The aggregates are evaluated using a weighting coefficient for each sample unit which, at
the level of the stratification variables, takes into account the ratio between the number of
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respondent companies and the number of companies in the reference universe. In the evaluation of
the evolution of the variables attributed to the companies, the weighting also takes account of the
size of the participating companies in terms of number of employees in order to provide more
accurate indications of expected macroeconomic developments.

In order to verify the impact of outliers on the mean values for the main variables, the
standard estimators are accompanied by robust estimators; specifically, values outside the range
between the 5th and the 95th percentiles are set at the threshold values of those percentiles. The
results are generally in line with those obtained from the total sample (Table A3).

Table A4 contains indicators of the standard errors of the main variables for the total
sample.

Table A3
Estimates of the main variables surveyed and non-response
(percentages)
Industry excluding construction Construction
and Services
Non- Non-
Mean Robust Median | response Mean Robust Median | response
mean mean
% %
Consumer price inflation in
Italy in the next 6 months ..........] 0.7 0.7 0.6 0.0 0.7 06 0.5 0.0
Consumer price inflation in 0.9 0.9 08 0.0 08 0.7 0.7 0.0
Italy in the next 12 months ........ ' ' ' ' ' ’ ) '
Consumer price inflation in 10 10 10 0.0 0.9 08 08 0.0
Italy in the next 24 months ........ ' ' ' ' ' ’ ) '
Change in own prices in the last 0.2 0.0 0.0 53 16 18 0.9 6.4
12 MoNnths .....covviiiiicee
Change in own prices in the 05 0.7 0.4 6.2 05 0.4 08 6.4
next 12 months.........ccocceeveienncnn)

Table A4
Standard errors
(percentage, scores)
Industry excluding

construction Construction

and Services
Consumer price inflation in Italy in the next 6 months.................... 0.03 0.08
Consumer price inflation in Italy in the next 12 months.................. 0.03 0.08
Consumer price inflation in Italy in the next 24 months.................. 0.04 0.09
Change in own prices in the last 12 months..........c..cccceveveininieennn) 0.31 0.39
Change in own prices in the last 12 months (robust)............c.........] 0.24 0.32
Change in own prices in the next 12 months..........c.ccoceeeenienicnennnd) 0.20 0.34
Change in own prices in the next 12 months (robust) ............c..c.....) 0.13 0.29
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Table 1

Consumer price inflation expectations in Italy
(percentage changes on the preceding twelve months)

Consumer price inflation expectations...

... after 12 ... after 24 ...between 3

months months and 5 years
months

Industry excluding construction and Services

Number of employees

50-199 addetti ......ocevrviviiriiieee 0.7 0.9 1.0 1.2

200-999 addetti......cccoevrerrrieeriree e 0.6 0.8 1.0 1.2

Oltre 999 addetti ....covevererererrieererei e 0.8 1.0 1.2 1.4
Sector

Industria in Senso Stretto ........cccoovveivicrinieenns 0.7 0.9 11 1.2

SEIVIZI it 0.7 0.8 1.0 1.2

Geographical area

NOFh-WESL ..o 0.7 0.9 1.0 1.2
NOMh-EaSt.......ccoveiiiiiiiieicrce e 0.7 0.9 1.1 13
(O] ] 1 TSP OURRROUPSROt 0.8 09 11 1.2
South and ISlands...........coceevvevieiceccee e 0.7 0.8 0.9 1.0
Total industry and Services............co.coovvveeereenene. 0.7 0.9 10 12

Memorandum items:

March 2014 ........ccoveeeeeeeee s 0.8 0.9 1.1 1.2
December 2013.... 0.9 1.1 1.2
September 2013 ......ccoiviiiiieec e 1.5 1.6 1.7
JUNE 2013 ... 15 1.6 1.7
Construction
Fraction of revenue derived from residential
building
Less than one third..........c.ccoceeiieiiiineniice 0.7 0.8 0.9 0.9
More than one third...........ccocooiiiiininiice 0.8 0.9 1.0 11
Geographical area
N ] 1 o RS 0.7 0.8 0.9 1.1
Centre and South-Islands............cccccooovieieinnene 0.7 0.8 0.9 0.9
Total CONSErUCLION .......cvvveiieree e, 0.7 0.8 0.9 10
Memorandum items:
March 2014 ........ccoveeeeeeeee s 0.8 0.9 1.0 1.1
December 2013.......ccovrveriieiieene s 0.9 0.9 11
September 2013 ......ccoiviiiiiiree e 1.4 1.5 1.5
JUNE 2013 ... 1.4 1.4 1.6
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Table 2

Change in companies’ selling prices
(percentages) )

Rate of change in own prices ...

... in last 12 months ... in next 12 months

Mean (robust)®® Mean (robust)®

Industry excluding construction and Services

Number of employees

50-199 ..o 0.3 0.8

200-999 ..o 0.5 0.7

OVEr 999 .o -0.4 0.7
Sector

INAUSETY v -0.2 0.9

SEIVICES ..ottt 0.2 0.5

Geographical area

NOMh-WESL.......covveiieiriececce e, -0.1 0.7
NOIh-EaSt.......cccovviiiiicciccese e 0.5 0.6
CeNtIE o -0.5 0.8
South and Islands..........cccccceeeeeeiecceecieenen, 0.6 0.9
Total industry and Services............cccocvvvenenns 0.0 0.7

Memorandum items:

March 2014 ........coooveeieeeeeiceee e 0.0 0.9
December 2013 0.4 0.9
September 2013 0.2 0.8
JUNE 2013 .. 0.1 0.5
Construction
Fraction of revenue derived from residential
building
Less than one third...........ccccovevveviiieieiienns -1.5 0.5
More than one third..........cccccevveveiiieieiienns -2.3 0.3
Geographical area
NOFtHh .. -2.2 0.2
Centre and South-Islands ...........cc.cceevivennnne -0.6 0.9
Total conStrucCtion ..........cccccevevveieeveseccse e -1.6 0.5
Memorandum items:
March 2014 ........ccooveeeieeeeeeece e -2.0 0.1
December 2013.......cccecivieieeeee e -0.5 -0.5
September 2013 ... -2.4 0.3
JUNE 2013 ... -2.2 -0.5

(1) Companies’ responses are weighted by the number of employees to account for the impact of size.

(2) Values outside the range between the 5th and the 95th percentiles have been set at the threshold values of those
percentiles.
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Table 3

Factors that will affect firms’ selling prices
(average scores) @

Change in raw Change in labour Pricing policies of

Change in demand ; . . .
materials prices costs main competitors

Industry excluding construction and Services

Number of employees

50-199 ..o 0.0 0.5 0.6 -0.5

200-999 ..o 0.0 0.5 0.5 -0.6

OVEr999 ..o -0.1 0.6 0.4 -0.6
Sector

INAUSERY....ooiie e 0.1 0.7 0.4 -0.5

SEIVICES .veveieieeeceie st -0.2 0.3 0.6 -0.6

Geographical area

NOrth-West.........cccovvvnerinneenn 0.1 0.5 0.6 -0.6
North-East ........cccccevvvveiieiirenn, -0.4 0.6 0.5 -0.8
Centre....ooceveeeeve e 0.1 0.5 0.3 -0.4
South and Islands.............cocu...... 0.0 0.6 0.5 -0.4
Total industry and services............ 0.1 05 0.5 06
Memorandum items:
March 2014 ........cccovvenieinenn -0.1 0.5 0.4 -0.6
December 2013........cccovervinennn -0.2 0.6 0.4 -0.6
September 2013........cccccvevernenne -0.1 0.6 0.5 -0.6
June 2013......ccoiieeeeee s -0.3 0.3 0.4 -0.7

Construction

Fraction of revenue derived from
residential building

Less than one third...................... 0.3 0.8 0.6 -0.9

More than one third -0.1 0.7 0.7 -0.4
Geographical area

NOIMH .o, 0.3 0.7 0.4 -1.1

Centre and South-Islands............ -0.1 1.0 0.9 -0.3
Total construction...........occvvevveene.. 0.2 0.8 0.6 -0.8

Memorandum items:

March 2014 -0.1 0.8 0.8 -0.5

December 2013........ccccevvviveinenne -0.2 0.9 1.0 -0.6

September 2013........ccccevvveinenne -0.4 0.9 0.7 -0.7

June 2013......ccoeeeeeeee e -0.3 0.8 0.9 -0.7

(1) Companies’ opinions regarding the direction and magnitude of the impact of each factor on future selling prices
(large/average/small decrease or increase) were scored on a scale of —3 to 3. A neutral position was assigned a score of 0.
Companies’ responses are weighted by the number of employees to account for the impact of size.
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Assessment of the general state of the economy

with respect to previous quarter

Table 4

(percentages)
Worse Better Balance
Unchanged Total
@ g (b) () - @
Industry excluding construction and Services
Number of employees
50-199 ., 175 67.5 15.1 100.0 -2.4
200-999 ..o, 119 70.1 18.0 100.0 6.1
Over 999 ..., 1.7 67.9 24.4 100.0 16.7
Sector
INAUSERY .o 13.3 71.9 14.8 100.0 15
SEIVICES .vveivveeieie et 19.6 63.6 16.9 100.0 -2.7
Geographical area
NOrth-West........c.cccoevvivreieieenens 111 70.8 18.2 100.0 7.1
North-East........cccccovveeeeiieerenne, 19.6 66.9 135 100.0 -6.1
Centre ..o, 23.7 60.5 15.8 100.0 -7.9
South and Islands ... 14.7 71.4 13.9 100.0 -0.8
Total industry and services............. 16.3 67.9 15.8 100.0 -0.5
Memorandum items:
March 2014 .......cccoovevvvereeene, 221 67.9 10.0 100.0 -12.1
December 2013 ........cccvevenee. 32.7 62.5 4.8 100.0 -27.9
September 2013.........cccceeieennne 25.3 66.9 7.9 100.0 -17.4
June 2013 ..., 52.8 44.3 2.9 100.0 -49.9
Construction
Fraction of revenue derived from
residential building
Less than one third 26.0 60.7 13.3 100.0 -12.7
More than one third 25.9 65.4 8.7 100.0 -17.2
Geographical area
NOMh ., 27.7 59.8 125 100.0 -15.2
Centre and South-Islands........... 23.8 65.2 11.0 100.0 -12.8
Total construction.............coceue...... 259 62.2 11.8 100.0 -14.1
Memorandum items:
March 2014 34.2 61.5 4.3 100.0 -29.9
December 2013 ........ccceveveneee. 47.6 50.5 1.9 100.0 -45.7
September 2013.........cccceeieennne 40.3 54.3 5.4 100.0 -34.9
June 2013 ..., 65.3 31.2 35 100.0 -61.8
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Likelihood of an improvement in the general economic situation

in the next three months

Table 5

(percentages)
Zero 1-25% | 26-50% | 51-75% | 76-100% | Total | Mean @
Industry excluding construction and Services
Number of employees
50-199 ..o 344 46.8 11.7 5.8 1.2 100.0 15.3
200-999 ..o 251 50.7 16.8 6.8 0.5 100.0 17.8
OVEr 999 ..o 10.9 459 19.2 19.7 4.2 100.0 294
Sector
INAUSEIY v 29.9 495 13.1 6.8 0.7 100.0 16.3
SEIVICES ..o 34.7 45.3 12.4 5.9 1.7 100.0 15.9
Geographical area
NOIth-WeSt .......covreereereeeeeeeee 28.6 48.1 14.8 8.0 0.5 100.0 17.4
NOIh-EaSt ......coevreeiereereeeeeeeee 32.0 47.6 12.6 4.8 3.0 100.0 16.8
CONLIE .o 35.6 46.9 9.8 6.9 0.9 100.0 14.9
South and Islands...........c.cccvvennennns 38.0 46.2 11.3 44 0.0 100.0 13.1
Exports’ share of sales
From Zero t0 1/3.....ccccovevvviincinnen, 33.8 46.7 13.0 5.2 1.3 100.0 15.5
Between 1/3/and 2/3........cccoevrvinennn. 26.5 55.7 9.4 7.8 0.5 100.0 16.3
More than 2/3 .......cccoveriiiicieiiens 33.7 394 16.5 8.9 1.6 100.0 18.4
Total industry and services.................... 32.2 475 12.8 6.4 1.2 100.0 16.1
Memorandum items:
March 2014 ......ccoooovveeiee e 30.8 49.3 12.1 6.8 0.9 100.0 16.1
December 2013.......cccceevrveervrieenenienns 43.6 415 9.8 4.4 0.7 100.0 12.5
September 2013.......cccoeeiriiiirieenen 40.7 44.7 9.8 4.1 0.7 100.0 12.7
June 2013 47.6 422 8.2 2.0 0.0 100.0 9.9
Construction
Fraction of revenue derived from
residential building
Less than one third ..........cccccceoeiinee 458 433 6.2 3.8 0.9 100.0 11.2
More than one third..........cccoceevvenne 37.8 50.8 9.5 1.9 0.0 100.0 11.4
Geographical area
NOIN e 39.8 454 9.5 4.2 11 100.0 13.1
Centre and South-Islands.................... 475 45.9 4.6 2.0 0.0 100.0 9.0
Total construction..........cccceeevveeireennnn 43.2 45.7 7.3 3.2 0.6 100.0 11.3
Memorandum items:
March 2014 .......coccoovveereeiseeneens 43.0 46.9 8.2 1.9 0.0 100.0 10.4
December 2013 .......cccovvveervrieerininnns 43.6 415 9.8 44 0.7 100.0 12.5
September 2013.......c.ccevevivieiieieenns 49.5 40.9 7.6 1.9 0.0 100.0 9.4
June 2013 ..o 57.6 34.2 6.7 1.6 0.0 100.0 8.0

(1) The average likelihood of an improvement is computed by assigning the centre value to each interval.
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Trend in total demand for firm’s product/work®
with respect to previous quarter

Table 6

(percentages)
Dec(r;e)ased Unchanged Inczif;sed Total (L?Eglzjn((;(;
Industry excluding construction and Services
Number of employees
16.9 62.1 21.0 100.0 4.1
18.8 58.1 23.1 100.0 4.3
18.3 60.0 21.8 100.0 35
Sector
INAUSETY ..o 155 55.9 28.6 100.0 13.1
SBIVICES .ecvviitieie ettt 19.1 67.4 135 100.0 -5.6
Geographical area
North-West 13.3 64.5 22.3 100.0 9.0
NOMh-EaSt......cccoveiiiieiiiecece e 21 54.2 24.8 100.0 3.8
(07T 01 - PR 18.1 64.6 17.2 100.0 -0.9
South and 1S1ands .........cccecerieeiieiiniinrcens 19.3 63.1 17.6 100.0 -1.7
Exports’ share of sales
From zero t0 1/3.....coooiiiiiieee e 19.3 66.1 14.6 100.0 -4.7
Between 1/3/and 2/3 .......c.cccoveveiviieire 15.9 51.7 32.4 100.0 16.5
More than 2/3.......ccocerieiieinee 10.8 56.2 33.0 100.0 222
Total industry and SErvices..........cccovvvvveriervennas 17.2 61.4 21.4 100.0 4.2
Memorandum items:
March 2014 ........coovieriieiieee e 22.8 59.3 17.9 100.0 -4.9
September 2013 24.7 59.8 155 100.0 -9.2
JUNE 2013 ... 24.5 60.4 15.1 100.0 -94
March 2013......ccovoiieeecce e 32.7 56.5 10.7 100.0 -22.0
Construction
Fraction of revenue derived from residential
building
Less than one third...........c.ccovvenieinncnnen, 24.5 56.4 19.1 100.0 -5.4
More than one third..........c.ccccovenicinncnnen 224 66.6 11.0 100.0 -11.4
Geographical area
NOMN e 21.4 58.9 19.7 100.0 -1.7
Centre and South-Islands.............cccocccevnenenns 26.8 60.5 12.7 100.0 -14.1
Total CONSErUCLION .......cvevecveriereveeee e, 23.8 59.6 16.6 100.0 1.2
Memorandum items:
March 2014 ........coovieriieiieee e 31.8 55.4 12.8 100.0 -19.0
December 2013.......cccovveiieienniieenee e 33.6 525 13.9 100.0 -19.7
September 2013 ... 34.2 57.1 8.7 100.0 -25.5
June 2013 34.4 55.5 10.1 100.0 -24.3

(1) For firms in industry excluding construction and services, products; for construction firms, works.
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Table 7

Three-month forecast of total demand for the firm’s products/works"”

(percentages)
Decrease Increase Balance
No change Total
(@ 9 (b) - @
Industry excluding construction and Services
Number of employees
50-199 .. 10.9 62.8 26.3 100.0 154
200-999 ... 1.7 64.2 28.1 100.0 204
OVEFr 999 ..o 6.7 67.0 26.2 100.0 195
Sector
INAUSENY ..o 9.7 59.6 30.7 100.0 21.0
SEIVICES ..ccuveeereeeee e cte et ere e 10.9 67.0 22.1 100.0 11.2
Geographical area
NOIh-WESL ......ccviieriireiiececeee e 6.8 66.3 26.9 100.0 20.1
NOIMh-EaSt........ccceeeeiiieeiriece e 11.6 61.2 27.2 100.0 15.6
CeNtIE . 16.8 57.8 254 100.0 8.6
South and Islands..........ccccceevvecreiniieinennnn 9.0 64.9 26.1 100.0 17.1
Exports’ share of sales
Fromzero to 1/3......coviiiiiieeceeeeeeee 12.4 68.1 194 100.0 7.0
Between 1/3/and 2/3 .........ccooeevveevveinnennen. 7.5 52.7 39.8 100.0 323
More than 2/3 5.4 57.5 37.1 100.0 317
Total industry and Services..........c.ccoeeveeenne 10.3 63.1 26.6 100.0 16.3
Memorandum items:
March 2014 11.4 62.8 25.8 100.0 14.4
December 2013 19.7 61.3 19.0 100.0 -0.7
September 2013 ... 175 63.0 19.5 100.0 2.0
JUNE 2013 ... 21.3 64.3 14.4 100.0 -6.9
Construction
Fraction of revenue derived from residential
building
Less than one third..........cccoevevvivecicineennnn, 12.8 59.7 275 100.0 14.7
More than one third.........c..coccoeviiieiiinens 134 64.5 22.0 100.0 8.6
Geographical area
[IN[0] 1 D 14.6 56.8 28.6 100.0 14.0
Centre and South-Islands.............c..ccceveeee. 11.0 66.8 22.1 100.0 111
Total CONSErUCION ...voveveeeveeeeecee e 13.0 61.3 25.7 100.0 12.7
Memorandum items:
March 2014.......coceveviieeiece e 16.1 60.8 23.1 100.0 7.0
December 2013.......cooevveveiieieiecreere e 18.7 67.5 13.7 100.0 -5.0
September 2013 ... 22.1 60.4 175 100.0 -4.6
JUNE 2013 ... 16.4 66.4 17.2 100.0 0.8

(2) For firms in industry excluding construction and services, products; for construction firms, works.
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Foreign demand for the firm’s products

with respect to previous quarter

(Industry excluding construction and Services; percentages) )

Table

8

Decreased Increased Balance
Unchanged Total
@ ’ (0 ()~ (@)

Number of employees

B50-199 ... 10.5 50.6 38.9 100.0 284

200-999 ..o 14.2 48.4 37.4 100.0 23.2

OVEr 999 .o 15.6 56.9 275 100.0 11.9
Sector

INAUSENY ..o 11.3 47.0 41.7 100.0 30.4

SBIVICES....veivvieteireece et 11.3 59.5 29.2 100.0 17.9
Geographical area

NOrth-West ......ccoovevieiieceeeeeeee, 12.1 53.3 34.6 100.0 225

NOIh-East........cccccovvevieiiecee e 4.3 45.0 50.8 100.0 46.5

(001011 (TP 18.0 50.6 31.3 100.0 13.3

South and Islands.........cccccevvvieerennnnne. 15.8 52.1 32.0 100.0 16.2
Total industry and services...................... 113 50.3 38.4 100.0 27.1

Memorandum items:

March 2014.......ccccvvvvveiieeeieee e 13.9 54.2 32.0 100.0 18.1

September 2013 ... 17.2 52.8 30.0 100.0 12.8

June 2013 ... 14.7 53.1 32.2 100.0 175

March 2013.......ccevviievececrece e 18.1 56.2 25.6 100.0 7.5

(1) For exporting firms only.
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Table 9

Three-month forecast of the foreign demand for the firm’s products

(Industry excluding construction and Services; percentages)®

Decrease Increase Balance
No change Total
() J (b) b - @

Number of employees

50-199 ..o 5.6 55.7 38.6 100.0 33.0

200-999 ..o 4.0 49.6 46.4 100.0 42.4

OVEr 999 ..o 5.2 64.6 30.1 100.0 24.9
Sector

INAUSETY ..o 4.7 53.5 41.8 100.0 37.1

SBIVICES....vveviitecie ittt 7.0 58.5 34.6 100.0 27.6
Geographical area

NOh-WESt ......coveevieiiceececeee e 4.0 61.7 34.3 100.0 30.3

NOMh-EaSt.......cocvvviieiiciece e 1.6 47.0 51.4 100.0 49.8

(001011 (TR URUPTRO 13.2 50.8 36.0 100.0 22.8

South and Islands..........ccceevveveiinenns 8.1 54.7 37.2 100.0 29.1
Total industry and services..................... 5.3 54.8 39.9 100.0 34.6

Memorandum items:

March 2014......cccoeviiiiiieiecieceee, 7.8 54.3 37.9 100.0 30.1

December 2013......cccovvevevieiieereee, 11.0 57.3 31.8 100.0 20.8

September 2013 .........cccovvivrneierne 9.8 58.5 31.7 100.0 21.9

JUNe 2013 ... 10.9 59.3 29.8 100.0 18.9

(1) For exporting firms only.
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Three-month forecast of the firm’s business conditions

Table 10

(percentages)
Deter(i;))ration No change Imprtz\tsement Total g)z;lin(c;(;
Industry excluding construction and Services
Number of employees
50-199 .o 12.6 75.8 115 100.0 -1.1
200-999 ..ot 8.4 77.3 14.2 100.0 5.8
OVEr 999 ..oiiiiieee s 13.3 72.6 14.1 100.0 0.8
Sector
INAUSETY .. 10.3 78.1 11.6 100.0 13
SEIVICES ...ttt 13.7 73.7 12.5 100.0 -1.2
Geographical area
NOh-WESL ..o 8.9 79.3 11.8 100.0 2.9
N[ (B T SRR 11.9 76.4 11.8 100.0 -0.1
CeNMIE...iieiiie e 14.3 715 14.2 100.0 -0.1
South and Islands...........cccvvervcenieeinine, 17.0 72.3 10.7 100.0 -6.3
Total industry and Services..............ccc.oo...... 119 76.0 12.1 100.0 0.2
Memorandum items:
March 2014 ........coooverieiieeneeee s 14.1 73.2 12.7 100.0 -1.4
December 2013........ccoeevrieereeeneeeeeeenes 21.6 69.6 8.7 100.0 -12.9
Septembe 2013......ccoevierrree e 20.9 70.5 8.6 100.0 -12.3
JUNE 2013 .. 22.7 71.6 5.7 100.0 -17.0
Construction
Fraction of revenue derived from residential
building
Less than one third..........c.ccovevivinnenns 20.6 70.2 9.1 100.0 -11.5
More than one third...........ccccooceieiiinne 174 70.2 124 100.0 -5.0
Geographical area
NOIN . 21.2 66.8 12.1 100.0 -9.1
Centre and South-Islands...............ccccevvnee. 17.7 74.5 7.9 100.0 -9.8
Total conStruction .........cccoevevevevevevererereennn 19.6 70.2 10.2 100.0 -9.4
Memorandum items:
March 2014 ........cooveeiereireeree e 22.1 66.7 11.2 100.0 -10.9
December 2013........ccoeevrieereeeneeeeeeenes 32.7 59.4 7.9 100.0 -24.8
September 2013 .......ccoovveiirie e 34.2 59.1 6.6 100.0 -27.6
JUNE 2013 .. 27.3 65.1 7.6 100.0 -19.7
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Table 11

Factors which will affect the firm’s business conditions
(average scores)®

Trend in Change in Change in
existing selling credit
sites prices conditions

Change in Trend in
demand new sites

Industry excluding construction and Services

Number of employees

50-199 .o 0.7 0.2 0.0

200-999 ..o 0.4 0.1 0.1

OVEr 999 ..o 0.4 0.0 0.0
Sector

INAUSENY ..o 0.7 0.2 0.0

SEIVICES ..ttt 0.5 0.2 0.0

Geographical area

NOIh-WESL ......ccviieiiireiiececeece e 0.8 0.3 0.2
NOIMh-EaSt.........cccevviiieeiieceecee e 0.4 0.1 -0.1
CeNtIE . 0.5 0.0 -0.1
South and Islands...........ccccevvviveecieeinnenns 0.7 0.3 0.0
Total industry and Services...........ccoce.vuue.. 0.6 0.2 0.0

Memorandum items:

March 2014 0.6 0.1 -0.2

December 2013........ccoveiieienienieeneees 0.4 0.1 -0.2

September 2013 ... 0.2 0.0 -0.4

JUNE 2013 ... -0.0 -0.0 -0.5
Construction

Fraction of revenue derived from residential

building
Less than one third.............ccoeeevveeeveecnnenee. 1.1 0.9 -0.2 -0.1
More than one third.........c..coccoeviiieininenns 1.2 0.9 0.0 0.2

Geographical area

L] 1 TR 1.2 0.9 -0.2 0.0
Centre and South-Islands.............c..cceveeee. 1.0 0.8 0.0 -0.1
Total CONSErUCHION ....veveeeeeee e 11 0.9 -0.1 0.0

Memorandum items:

March 2014 ........ccooveiieiieeneeee s 0.9 0.8 -0.3 -0.4
December 2013 0.9 0.6 -0.3 -0.6
September 2013 ... 0.8 0.6 -0.4 -0.7
JUNE 2013 ... 0.9 0.8 -0.5 -0.5

(1) Companies’ opinions regarding the direction and magnitude of the expected impact of each factor on their own
business conditions in the next three months (large/average/small decrease or increase) were scored on a scale of -3 to 3.
A neutral position was assigned a score of 0.
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Three-year forecast of the firm’s business conditions

Table 12

(percentages)
Deter(ig)ration No change Imprcz\l;)ement Total g)a;lin(c;e;
Industry excluding construction and Services
Number of employees
50-199 ..o 133 24.4 62.3 100.0 49.0
200-999 ..o 8.5 20.8 70.7 100.0 62.2
OVEr 999 ..o 9.4 16.0 74.6 100.0 65.2
Sector
INAUSENY ..o 9.7 26.4 63.9 100.0 54.2
SEIVICES ...t 15.4 20.5 64.1 100.0 48.7
Geographical area
North-West .......c.ccccevveveviniieircecenn 11.3 20.2 68.5 100.0 57.2
NOrth-East.........ccocovvveviinieieceecennn 13.0 31.2 55.8 100.0 42.8
CONLIE....oovieieeee e 15.5 20.7 63.8 100.0 48.3
South and Islands...........ccocceeereiernennns 10.7 21.2 68.1 100.0 57.4
Total industry and services...................... 124 23.6 64.0 100.0 51.6
Memorandum items:
March 2014.......ccccovvieviiieeieceece e 114 24.9 63.8 100.0 52.4
December 2013........cccocveivviiieiceeee 18.2 19.8 62.0 100.0 43.8
September 2013 ... 16.5 19.1 64.4 100.0 479
JUNe 2013 ... 17.7 21.2 61.1 100.0 43.4
Construction
Fraction of revenue derived from
residential building
Less than one third...........cccoccoevneenne 11.3 25.2 63.4 100.0 52.1
More than one third..........cc.ccceeveenen 18.9 19.6 61.6 100.0 42.7
Geographical area
NOMN .. 13.1 22.0 64.9 100.0 51.8
Centre and South-Islands..................... 14.6 25.2 60.2 100.0 45.6
Total construction ..........c.ccceeveeenicnnene, 13.7 23.4 62.8 100.0 49.1
Memorandum items:
March 2014 ........ccoovveviieinieeeees 14.6 23.6 61.8 100.0 47.2
December 2013........cccoeerieninieenieienn 17.1 26.5 56.4 100.0 39.3
September 2013 .......ccoeeveiiiiiiieie, 21.8 23.1 55.1 100.0 333
June 2013 125 17.8 69.7 100.0 57.2

33



Assessment of conditions for investment

with respect to previous quarter

Table 13

(percentages)
V\/((;;se Unchanged B?tt)t)er Total (Bg;lfin(cs
Industry excluding construction and Services
Number of employees
50-199 ..ot 11.7 76.1 12.2 100.0 0.5
200-999 ..o 8.3 76.7 15.0 100.0 6.7
OVEr 999 .oiiiiee e 5.0 73.8 21.2 100.0 16.2
Sector
INAUSEIY ..o 9.4 75.9 14.6 100.0 5.2
SEIVICES ..ottt 12.6 76.4 11.0 100.0 -1.6
Geographical area
NOMh-WESL .....covenrrieiiieceeeesee e 8.0 78.0 14.0 100.0 6.0
NOIN-E&SE........ceeirieiriiieineere e 11.9 735 14.5 100.0 2.6
CeNMIE...iieiiie e 15.6 735 10.9 100.0 -4.7
South and Islands..........ccccoeeieieiiciicnne. 114 79.2 9.4 100.0 -2.0
Total industry and Services..........c.ccoceeveenene 11.0 76.1 12.9 100.0 1.9
Memorandum items:
March 2014 ........cooveeiereeeeree s 17.2 73.0 9.8 100.0 -14
December 2013........ccoeevrieereeeneeeeeeenes 25.6 67.8 6.6 100.0 -19.0
September 2013 .......ccoeveiieiiieece e 20.6 72.5 6.9 100.0 -13.7
JUNE 2013 .. 36.7 58.6 4.7 100.0 -32.0
Construction
Fraction of revenue derived from residential
building
Less than one third............ccocooeieiiiie 17.9 70.7 114 100.0 -6.5
More than one third...........ccccooceieiiinne 21.7 69.8 8.6 100.0 -13.1
Geographical area
NOIN . 19.3 69.7 111 100.0 -8.2
Centre and South-Islands.............c.ccccoe..e. 18.9 71.3 9.8 100.0 -9.1
Total conStruction ...........ccccvovveieicieninenne 19.1 70.4 10.5 100.0 -8.6
Memorandum items:
March 2014 ........cooveeiereireeree e 30.9 63.2 59 100.0 -25.0
December 2013........ccoeevrieereeeneeeeeeenes 38.1 57.9 4.0 100.0 -34.1
September 2013 .......ccoeveiieiiieece e 37.1 56.9 6.0 100.0 -31.1
JUNE 2013 .. 43.1 53.4 35 100.0 -39.6
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Forecast changes in spending on fixed investment

between the second half of 2014 and the first half of 2014

Table 14

(percentages)
Decrease Increase Balance
No change Total
(@ g (b) b~ @
Industry excluding construction and Services
Number of employees
50-199 .t 155 57.9 26.6 100.0 111
200-999 ..o 16.0 52.1 31.8 100.0 15.8
OVEFr 999 ..o 18.2 51.3 30.5 100.0 12.3
Sector
INAUSETY ..o 145 53.5 32.0 100.0 175
SBIVICES .vvitiitiecte ettt re s 17.0 60.3 22.7 100.0 5.7
Geographical area
NOMh-WESL ......ccvriieicriciece e 16.7 53.6 29.7 100.0 13.0
NOMh-EaSt......c.ccovvieiiireiieieceecre e 12.9 55.7 31.3 100.0 18.4
(001011 (TSR UO SO 13.7 63.7 22.6 100.0 8.9
South and Islands...........cccceevveiveeiirecnnenns 20.5 58.4 21.1 100.0 0.6
Total industry and Services..........c.ccoceeveenene 15.7 56.7 27.6 100.0 11.9
Construction
Fraction of revenue derived from residential
building
Less than one third..........cccoevevveeriiieiieinenns 16.5 66.8 16.7 100.0 0.2
More than one third............cococviiieiiinens 26.0 54.0 20.1 100.0 -5.9
Geographical area
1101 o R 19.7 61.8 18.5 100.0 -1.2
Centre and South-Islands.............c.cccceveeee. 19.3 63.8 16.9 100.0 -2.4
Total construction ...........cccovvvveveiiciiiiiiennns 195 62.7 17.8 100.0 -1.7
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Forecast changes in spending on fixed investment

between 2013 and 2014

Table 15

(percentages)
Decrease Increase Balance
No change Total
(@ g (b) (0 - (@
Industry excluding construction and Services
Number of employees
50-199 i 19.5 49.0 315 100.0 12.0
200-999 ..o 18.2 45.0 36.8 100.0 18.6
OVEFr 999 ..o 22.7 453 32.0 100.0 9.3
Sector
INAUSETY ..o 195 455 35.0 100.0 155
SBIVICES .evviiriiieite ettt 19.1 51.3 29.6 100.0 105
Geographical area
NOMh-WESL ......oovviriiiiiee e 17.0 51.6 31.4 100.0 14.4
NOMh-EaSt......c.ccovvieviireiiecre e 23.1 449 32.0 100.0 8.9
CBNIIB. ettt 15.6 49.2 35.2 100.0 19.6
South and Islands...........ccoceevevevvecveecieenen, 22.7 447 32.6 100.0 9.9
Total industry and Services..........c..c..oceuenee.. 19.3 48.3 324 100.0 13.1
Construction
Fraction of revenue derived from residential
building
Less than one third..........ccoeveveieecicineennnn, 25.5 54.3 20.2 100.0 -5.3
More than one third.........c..cccoevvveeiiiennn, 25.6 50.1 24.3 100.0 -1.3
Geographical area
1105 1 o 27.1 52.7 20.2 100.0 -6.9
Centre and South-Islands.............c.ccovevvenene 235 53.5 23.0 100.0 -0.5
Total CONSErUCTION ..., 25.5 53.0 215 100.0 -4.0
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Assessment of credit conditions for firms

with respect to previous quarter

Table 16

(percentages)
V\/((;;se Unchanged B(e;t)er Total (%E;Iin((;(;
Industry excluding construction and Services
Number of employees
50-199 ..ot 12.8 80.0 7.2 100.0 -5.6
200999 ....oiii s 7.9 82.0 10.1 100.0 2.2
OVEr 999 ..o 5.1 87.4 7.5 100.0 24
Sector
INAUSEIY e 9.0 81.6 9.3 100.0 0.3
SEIVICES .ottt 14.7 79.3 6.0 100.0 -8.7
Geographical area
NOMh-WESL ... 53 85.6 9.2 100.0 39
NOIN-ESE ..o 16.1 77.4 6.5 100.0 -9.6
CONEIE . 12.2 79.5 8.3 100.0 -3.9
South and Islands..........cccooveieieieniiencnce, 204 74.2 54 100.0 -15.0
Total industry and Services .............cceeceueeee.. 11.8 80.5 7.7 100.0 -4.1
Memorandum items:
March 2014........ccoovieiirreeereee e 17.8 77.6 4.6 100.0 -13.2
December 2013.......ccoovveerieerereeree e 19.7 75.8 4.4 100.0 -15.3
September 2013.......cccoviviiiieec e 20.8 76.0 3.3 100.0 -17.5
JUNE 2013, 26.9 69.4 3.7 100.0 -23.2
Construction
Fraction of revenue derived from residential
building
Less than one third............ccccooiieiiiiicins 26.1 70.3 3.6 100.0 -22.5
More than one third ... 275 66.8 5.7 100.0 -21.8
Geographical area
NOIN. ..o 239 722 3.8 100.0 -20.1
Centre and South-Islands...........cc.ccocvereene. 29.7 65.5 4.8 100.0 -24.9
Total CONSEIUCLION .........cvevvvevereeveseereeeeeeeeeeeians 26.5 69.2 4.3 100.0 -22.2
Memorandum items:
March 2014........ccoovieirreeeece e 314 67.7 0.9 100.0 -30.5
December 2013.......ccoovveerieerereeree e 375 60.9 1.6 100.0 -35.9
September 2013.......cccoviviiiieec e 38.0 57.2 4.8 100.0 -33.2
JUNE 2013, 415 56.1 2.4 100.0 -39.1
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Overall liquidity position in the next three months

Table 17

(percentages)
Insufficient Sufficient Morg Fhan Total
sufficient
Industry excluding construction and Services
Number of employees
50-199 ..ot 19.4 62.5 18.1 100.0
200999 ... 12.1 62.6 25.3 100.0
OVEr 999 ..o 6.0 61.7 324 100.0
Sector
INAUSEIY ..o 174 60.4 22.1 100.0
SEIVICES .oviiiiicieeie s 18.2 64.7 17.1 100.0
Geographical area
NOMh-WESL ... 13.0 64.5 22.5 100.0
NOIN-ESE ....coevieiiieirce e 15.7 58.9 25.5 100.0
CONEE . 20.9 63.1 16.0 100.0
South and Islands..........cccooereieiiniicncice, 311 63.1 5.8 100.0
Total industry and Services ..........c..cooevveeurnenee 17.8 62.5 19.7 100.0
Memorandum items:
March 2014........ccoovieirreeeece e 19.5 61.8 18.7 100.0
December 2013.......ccoovveereerereeee e 19.5 64.6 15.9 100.0
September 2013.......ccccovvieieiieec e 21.4 63.0 15.6 100.0
JUNE 2013, 19.4 62.5 18.1 100.0
Construction
Fraction of revenue derived from residential
building
Less than one third............ccccooioiiiiiicins 445 51.7 3.8 100.0
More than one third ..o 36.2 60.3 35 100.0
Geographical area
NOIN. ..o 385 55.3 6.2 100.0
Centre and South-Islands...........cc.ccocvereene. 46.1 534 0.4 100.0
Total CONSEIUCLION .........cvevvvevereereeeeeeeeeeeeeenians 418 54.5 37 100.0
Memorandum items:
March 2014.......ccooveivieneeeee e 48.1 46.5 53 100.0
December 2013.......ccoovveereerereeee e 48.6 46.1 5.4 100.0
September 2013.......ccccovvieieiieec e 48.9 48.2 2.9 100.0
JUNE 2013, 53.0 441 2.9 100.0
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Three-month forecast of workforce

Table 18

(percentages)
Decrease Increase Balance
No change Total
(@ g (b) - @
Industry excluding construction and Services
Number of employees
154 70.6 13.9 100.0 -1.5
184 65.4 16.2 100.0 -2.2
OVEr 999 . 28.6 59.6 11.8 100.0 -16.8
Sector
INAUSEIY ..o 16.0 69.3 14.7 100.0 -1.3
SEIVICES ..ottt ettt 16.5 69.7 13.8 100.0 -2.7
Geographical area
North-West 14.0 72.9 13.2 100.0 -0.8
North-East 17.1 66.7 16.2 100.0 -0.9
CNLIE e 18.1 69.8 12.1 100.0 -6.0
South and Islands...........ccccevvevcieiceeiieeneene, 185 65.4 16.1 100.0 2.4
Total industry and Services............cccoevvevvreenee. 16.3 69.5 14.3 100.0 -2.0
Memorandum items:
March 2014........ooviiieieeceeee e 18.9 67.6 134 100.0 -5.5
December 2013.......coceviiieieiecece e 235 66.9 9.6 100.0 -13.9
September 2013 23.1 68.1 8.8 100.0 -14.3
JUNE 2013, 245 67.3 8.2 100.0 -16.3
Construction
Fraction of revenue derived from residential
building
Less than one third...........cccoevveviiicieceee, 26.8 65.6 7.6 100.0 -19.2
More than one third ........c.cccceveeeeiicviciecnenn, 27.8 61.0 11.2 100.0 -16.6
Geographical area 100.0
NOH. ..o 25.4 66.6 8.0 100.0 -17.4
Centre and South-Islands..............cccceevvenenee. 29.3 61.1 9.7 100.0 -19.6
Total CONSEIUCEION ..., 27.1 64.1 8.7 100.0 -184
Memorandum items:
March 2014........oooeeieeceecee e 32.0 61.4 6.7 100.0 -25.3
December 2013.......cooviiieieeie e 37.8 54.9 7.3 100.0 -30.5
September 2013.......ccccovviviiviiieec e 31.7 62.1 6.2 100.0 -25.5
JUNE 2013, 30.3 65.0 4.6 100.0 -25.7
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Table 19

Passing the worst stage of the economic situation and expectations for

production rates

(per cent)

The firm passed the most difficult
stage of the economic situation
during the first half of 2014

The firm expects a solid
improvement of its production/work
rates in the coming months

No Yes No Yes No Yes
Industry excluding construction and Services
Number of employees
50-199 .o 65.0 35.0 100.0 58.0 420 100.0
200-999 ..o 60.6 394 100.0 56.2 43.8 100.0
OVEr 999 ..o 55.1 449 100.0 69.4 30.6 100.0
Sector
INAUSETY ..o 63.6 36.4 100.0 59.4 40.6 100.0
SEIVICES ..ovveieieeeereee et 64.4 35.6 100.0 56.5 435 100.0
Geographical area
NOIh-WESL ..o 60.0 40.0 100.0 54.7 45.3 100.0
NOIMh-E&St.......ccvrerreririreereecseeees 62.6 374 100.0 64.3 35.7 100.0
CONLIE. ..ot 69.6 304 100.0 60.3 39.7 100.0
South and Islands 69.9 30.1 100.0 52.2 47.8 100.0
General government payments of
commercial credit arrears
NoO credit arrears........c.ccoceeereeeeeeneenenn 67.4 32.6 100.0 62.2 37.8 100.0
No payment received ...........cccceoeeuenene 61.0 39.0 100.0 54.7 453 100.0
Received payments .........cccoeevevirnennn 54.5 455 100.0 45.7 54.3 100.0
Total industry and services...................... 64.0 36.0 100.0 58.0 42.0 100.0
Construction
Fraction of revenue derived from
residential building
Less than one third..........c.coccoeiinnnnnne 74.9 25.1 100.0 62.1 37.9 100.0
More than one third..........ccccoevvnnnene 73.8 26.2 100.0 61.0 39.0 100.0
Geographical area
NOIN .. 77.2 22.8 100.0 66.7 33.3 100.0
Centre and South-Islands..................... 71.2 28.8 100.0 55.7 443 100.0
Total construction ............ccoeeeveceeeeereennen. 74.5 25.5 100.0 61.7 383 100.0
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on the business conditions of the firm

Euro appreciation effect

Table 20

(per cent)
Balance
Negative Negligile Positive Total
‘ 919 (b) - @)
Industry excluding construction and Services
Number of employees
50-199 oo 24.6 70.6 4.9 100.0 -19.7
200-999 ..o, 26.1 66.7 7.2 100.0 -18.9
OVEr 999 ... 202 69.3 105 100.0 9.7
Sector
INAUSEY oo 34.6 59.3 6.1 100.0 -28.5
SEIVICES cv.vrveeeereeereeeeereeeseeeeeeenns 13.9 815 4.6 100.0 -9.3
Geographical area
NOFth-WESE........eveveerrereeererrens 25.7 72.3 2.0 100.0 -23.7
NOFh-EaSt ....evveveeerereeererens 27.3 66.0 6.7 100.0 -20.6
CONTE v 18.9 75.3 5.8 100.0 -13.1
South and Islands .............c........ 24.1 64.5 11.3 100.0 -12.8
Total industry and services........... 24.7 69.9 5.4 100.0 -19.3
Construction
Fraction of revenue derived from
residential building
Less than one third ................... 26.2 69.4 4.4 100.0 -21.8
More than one third................... 19.6 80.4 0.0 100.0 -19.6
Geographical area
NOTEN v 23.8 74.9 1.3 100.0 -22.5
Centre and South-Islands .......... 24.4 70.4 5.2 100.0 -19.2
Total construction ............cce....... 24.1 72.9 3.0 100.0 -21.1
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Channel through which exchange rate effect operates

(average scores)

Table 21

Great'e'r Greater
Purchase price gfeTs%ité;I\cl)i competitive Other
' reductio'n of domestic market pressures on
imported inputs or the euro area g}atrl’l‘(:tesu(;gtz:(ejz
countries markets
Industry excluding construction and Services
Number of employees
50-199 .o 1.6 1.9 2.0 2.4
200-999 ..o 17 1.9 2.1 2.3
OVEr 999 ..o 1.8 1.9 2.0 19
Sector
Industry 1.7 2.0 2.3 2.5
Services 15 1.7 1.6 2.2
Geographical area
North-West 1.6 1.9 2.1 2.6
NOth-East........ccooviiieiiiceeen 1.6 1.9 2.1 2.3
CNIIB.e e 1.6 1.8 1.8 24
South and Islands...........ccoceeereiiniennns 1.6 1.9 1.8 2.0
Total industry and services................... 16 1.9 2.0 24
Construction
Fraction of revenue derived from
residential building
Less than one third...........cc.ccoceienneen. 15 19 1.7 14
More than one third...........ccocccevveenee 15 1.8 15 3.6
Geographical area
NOFth .o 15 1.8 1.7 2.9
Centre and South-Islands..................... 1.5 19 15 2.1
Total CoNStruction ...........co.eveveeveecuennns 15 18 16 2.5
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Appendix C:

Questionnaire






IL SOLE 24 ORE — BANCA D’ITALIA SURVEY ON INFLATION
AND GROWTH EXPECTATIONS

JUNE 2014
Company Name

AO. Which is your firm’s main sector? |__|

(1) MANIFACTURING ~~

(2) OTHER INDUSTRY
- Mineral extraction from mines
- Elettrical. gas. vapour. air conditioning supply

- Water supply > Fill in GREEN questionnaire
- Sewerage. waste management. and redevelopment

(3) TRADING

(4) OTHER SERVICES

_/
(5) CONSTRUCTION ™~
- Buildings
- Engineering
- Special construction works > | Fill in LIGHT BLUE questionnaire
(demolition and preparation of building sites. plant installation.

completion and finishing. etc.)

—
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INDUSTRY EXCLUDING CONSTRUCTION AND SERVICES

Instructions: For percentage changes. indicate the sign in the first box on the left (+ :for increases; —: for decreases).

SEZIONE A — GENERAL INFORMATION

A1l. Number of employees: |__|

A2. Share of sales revenues coming from exports: |__|
(1= more than 2/3; 2= Between 1/3 and 2/3; 3= Up to 1/3 and more than zero; 4=Zero)

A3. Share of revenue from residential building: |__|
(1= more than 2/3; 2= Between 1/3 and 2/3; 3= Up to 1/3 and more than zero; 4=Zero)

SECTION B — GENERAL ECONOMIC SITUATION OF THE COUNTRY

_in June ..in June ... on average
...in December 2014? 5 20167 petween june 2016
20157 and june 2018 ?

Bla. (about 2/3 of the sample) In October
consumer price inflation. measured by the 12-
month change in the HARMONIZED INDEX OF CONSUMER Ll 1% 1% e 1% | 1%
PRICES was 0.5 per cent in Italy and 0.7 per cent in

the euro area. What do you think it will be in Italy...

Blb. (about 1/3 of the sample) What do you
think consumer price inflation in Italy. measured by
the 12-month change in the HARMONIZED INDEX OF
CONSUMER PRICES. will be...

0% 1% I 1% | ] ] _]%

B2. Compared with 3 months ago. do you consider Italy’s general economic situation is ...? O Better [J The same [J worse

B3. What do you think is the probability of an improvement in Italy’s general economic situation in the next 3 months?
O zero (J 1-25 per cent 0 26-50 per cent 0 51-75 per cent 0 76-99 per cent 3 100 per cent

SECTION C — YOUR FIRM’S BUSINESS CONDITIONS

How do you think business conditions for your company will be:
C1. in the next 3 months? (J Much better (J Better [J The same [J worse [J Much worse

C2. in the next 3 years? O Much better [ Better [J The same (J Worse [J Much worse

For each of the above forecasts imagine there are 100 points available; distribute them among the possible forecasts according to
the probability assigned to each one. How do you think business conditions for your company will be:

Better The same Worse Total
C3. in the next 3 months 1 [0} 0
C4. in the next 3 years 1 0] [0}
Please indicate whether and with what intensity the following FACTORS will affect your firm’s business in the next 3 months.
Factors affecting your firm’s business Effect on business Intensity (if not nil)
In the next 3 months Negative Nil Positive Low Average High
C5a. trend in NEW SITES 1| 21| 31 1| 211 31
C5b. trend in existing SITES 1| 21| 31 1| 211 31
C6. changes in YOUR PRICES 1| 21| 31 1| 211 31
C7. AVAILABILITY and the COST OF CREDIT T 211 3| 1] 211 3|

C8. Compared with 3 month ago. do you think conditions for investment are ... ? O Better [(J The same [ worse

C9. What do you think your liquidity situation will be in the next 3 months. given the expected change in the conditions of access to
credit? [ Insufficient (3 Sufficient [J More than sufficient

C10. Compared with three months ago. is the total demand for your products ... ? 0 Higher a Unchanged O Lower

C11. How will the total demand for your products vary in the next 3 months? O Increase (I No change (J Decrease

(Answer to questions C12-C13 only if the share of sales revenues coming from exports is positive. otherwise go to
C14)

C12. Compared with three months ago. is the foreign demand for your products ... ? 0 Higher a Unchanged O Lower

C13. How will the foreign demand for your products vary in the next 3 months? O increase O No change (J Decrease

C14. Compared with three months ago. are credit conditions for your company ...? O Better O Unchanged O worse

C15 Overall. do you think your firm passed the most difficult stage of the economic situation during the second half of 2013? O No
Yes

C16 Do you expert a solid improvement of your production/work rates in the coming months? O No O vYes

SECTION D — CHANGES IN YOUR FIRM’S SELLING PRICES

D1. In the last 12 months. what has been the average change in your firm’s prices? 1 ]__1%
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D2. For the next 12 months. what do you expect will be the average change in your firm’s prices? ]l 1%

Please indicate direction and intensity of the following FACTORS as they will affect your firm’s selling prices in the next 12 months:

Factors affecting your firm’s prices Effect on firm’s selling prices Intensity (if not nil)
in the next 12 months Downward Neutral Upward Low Average High
D3. TOTAL DEMAND 11 2| 31 1| 2| 3
D4. RAW MATERIALS PRICES 1]_ | 2| 31 1| 21| 3|
D5. LABOUR COSTS 1| 2l 3| 1_| 2| 3
D6. PRICING POLICIES of your firm’s main competitors 1] 21| 3| 1| 2| 3|

SECTION E — WORKFORCE

. i i Lower Unchanged Higher
E1. Your firm’s TOTAL NUMBER of employees in the next 3 months will be: 1 2L | L]
F1. Euro appreciation effect on the business conditions of the firm

O positive OJ Negligile a Negative
Channel through which exchange rate effect operates Nil A little Some High
F2. Purchase price reduction of imported inputs i 2]__| 3| 41
F3. Greater competitive pressures on domestic market or the euro area countries __| 21 3l 41l
markets
F4. Greater competitive pressures on markets outside of the euro area 1| 211 3| 4)_|
F5. Other
( ) 1_l 2| 3l 41l

SEZIONE G — INVESTMENT

G1. What do you expect will be the nominal expenditure on (tangible and intangible) fixed investment in 2014 compared with that
in 2013? OMuch higher OA little higher OAbout the same OA little lower OMuch lower

G2. And what do you expect will be the nominal expenditure in the first half of 2014 compared with that in the second half of 2013:
OMuch higher OA little higher OAbout the same OA little lower OMuch lower

NOTE: The responses “much higher” and “much lower” also apply when. in the two periods compared. investments are zero.
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CONSTRUCTION

Instructions: For percentage changes. indicate the sign in the first box on the left (+ :for increases; —: for decreases).

SEZIONE A — GENERAL INFORMATION

Al. Number of employees: |__|

A2. Share of sales revenues coming from exports: |__|
(1= more than 2/3; 2= Between 1/3 and 2/3; 3= Up to 1/3 and more than zero; 4=Zero)

A3. Share of revenue from residential building: |__|
(1= more than 2/3; 2= Between 1/3 and 2/3; 3= Up to 1/3 and more than zero; 4=Zero)

SECTION B — GENERAL ECONOMIC SITUATION OF THE COUNTRY

_in June ..in June ... Oon average
...in December 2014? 5 20167 petween june 2016
2015: and june 2018 ?

Bla. (about 2/3 of the sample) In October
consumer price inflation. measured by the 12-
month change in the HARMONIZED INDEX OF CONSUMER ] 1.__1% 1% [ 1% [ ]9
PRICES was 0.5 per cent in Italy and 0.7 per cent in

the euro area. What do you think it will be in Italy...

Blb. (about 1/3 of the sample) What do you
think consumer price inflation in Italy. measured by
the 12-month change in the HARMONIZED INDEX OF
CONSUMER PRICES. will be...

N Y N Y N ZCH | Y Iy O Y Y Y T ) Y Y Y N O N [y O Y B

B2. Compared with 3 months ago. do you consider Italy’s general economic situation is ...? O Better [J The same [J worse

B3. What do you think is the probability of an improvement in Italy’s general economic situation in the next 3 months?
O zero (J 1-25 per cent 3 26-50 per cent 0 51-75 per cent O 76-99 per cent 3 100 per cent

SECTION C — YOUR FIRM’S BUSINESS CONDITIONS

How do you think business conditions for your company will be:
C1. in the next 3 months? (3 Much better (J Better [J The same [J worse (J Much worse

C2. in the next 3 years? O Much better [ Better (J The same (3 worse [J Much worse

For each of the above forecasts imagine there are 100 points available; distribute them among the possible forecasts according to
the probability assigned to each one. How do you think business conditions for your company will be:

Better The same Worse Total
C3. in the next 3 months 1 0 [0)
C4. in the next 3 years 1 0] [0}
Please indicate whether and with what intensity the following FACTORS will affect your firm’s business in the next 3 months.
Factors affecting your firm’s business Effect on business Intensity (if not nil)
In the next 3 months Negative Nil Positive Low Average High
C5a. trend in NEW SITES 1| 21| 3| 1| 21| 3|
C5b. trend in existing SITES 1| 21| 31 1| 21| 3|
C6. changes in YOUR PRICES 1| 21| 3| 1| 21| 3|
C7. AVAILABILITY and the COST OF CREDIT 1] 21| 3| 1| 21| 3|

C8. Compared with 3 month ago. do you think conditions for investment are ... ? O Better (J The same [ worse

C9. What do you think your liquidity situation will be in the next 3 months. given the expected change in the conditions of access to
credit? [ Insufficient (3 Sufficient [ More than sufficient

C10. Compared with three months ago. is the total demand for your products ... ? a Higher a Unchanged O Lower

C11. How will the total demand for your products vary in the next 3 months? O Increase J No change J Decrease

(Answer to questions C12-C13 only if the share of sales revenues coming from exports is positive. otherwise go to
C14)

C12. Compared with three months ago. is the foreign demand for your products ... ? a Higher a Unchanged O Lower
C13. How will the foreign demand for your products vary in the next 3 months? 3 Increase (J No change (J Decrease

C14. Compared with three months ago. are credit conditions for your company ...? O Better O Unchanged O worse

C15 Overall. do you think your firm passed the most difficult stage of the economic situation during the second half of 2013? O No
Yes

C16 Do you expert a solid improvement of your production/work rates in the coming months? O no O vYes

SECTION D — CHANGES IN YOUR FIRM’S SELLING PRICES
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D1. In the last 12 months. what has been the average change in your firm’s prices? ] 1_1%

D2. For the next 12 months. what do you expect will be the average change in your firm’s prices? 1 1__1%
Please indicate direction and intensity of the following FACTORS as they will affect your firm’s selling prices in the next 12 months:
Factors affecting your firm’s prices Effect on firm’s selling prices Intensity (if not nil)
in the next 12 months Downward Neutral Upward Low Average High
D3. TOTAL DEMAND 1] 21| 3| 1] 21| 3|
D4. RAW MATERIALS PRICES 1] 21| 3| 1] 21| 3|
D5. LABOUR COSTS 1] 21| 3| 1] 21| 3|
D6. PRICING POLICIES of your firm’s main competitors 1| 21| 31 1| 211 3|

SECTION E — WORKFORCE

. i i Lower Unchanged Higher

E1. Your firm’s TOTAL NUMBER of employees in the next 3 months will be: 1| 2L | L]
SECTION F — EXCHANGE RATE EFFECT
F1. Euro appreciation effect on the business conditions of the firm

O positive OJ Negligile a Negative
Channel through which exchange rate effect operates Nil A little Some High
F2. Purchase price reduction of imported inputs __| 21 3l 41l
F3. Greater competitive pressures on domestic market or the euro area countries __| 21 3l 41l
markets
F4. Greater competitive pressures on markets outside of the euro area | 211 3| 4]_ |
F5. Other
( ) 1_l 2| 3l 41l

SEZIONE G — INVESTMENT

G1. What do you expect will be the nominal expenditure on (tangible and intangible) fixed investment in 2014 compared with that
in 2013? OMuch higher OA little higher OAbout the same JA little lower OMuch lower

G2. And what do you expect will be the nominal expenditure in the first half of 2014 compared with that in the second half of 2013:
OMuch higher OA little higher OAbout the same OA little lower OMuch lower

NOTE: The responses “much higher” and “much lower” also apply when. in the two periods compared. investments are zero.
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GENERAL INFORMATION

Unlessindicated otherwise. figures have been computed by the Bank of Italy.
Symbols and Conventions:
— the phenomenon in question does not occur;
the phenomenon occurs but its value is not known;
the value is known but is nil or less than half the final digit shown.
Figures in parentheses in roman type () are provisional. those in parentheses in italics ()
are estimated.

The tables are identified both by a number and by an a phanumeric code that defines the
content of the table in the database in the electronic archive in which information to be
released to the public is held. A similar code identifies the different aggregates shown in
each table.

The methodological notes in the last part of the Supplement are identified by electronic
codes that refer to the tables and. within each table. to the individual aggregates. Notes

that refer to asingle observation are also identified by the date of that observation.

SUPPLEMENTSTO THE STATISTICAL BULLETIN

Money and Banking (monthly)

TheFinancial Market (monthly)

The Public Finances. borrowing requirement and debt (monthly)
Balance of Payments and International I nvestment Position (monthly)
Financial Accounts (quarterly)

Payment System (half yearly)

Public Finance Satisticsin the European Union (annual)

L ocal Government Debt (half yearly)

Household Wealth in Italy (annual)

Sample Surveys (irregular)

M ethodological Notes (irregular)

All the supplements are available on the Bank of Italy's site (www.bancaditalia.it).

Requests for clarifications concerning data contained in this publication can be sent by e-mail to
statistiche@bancaditalia.it
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