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BANK OF ISRAEL
Office of the Spokesperson and Economic Information

July 21, 2016

Press Release

Companies Survey for the Second Quarter of 2016—Main Findings

The Companies Survey for the second quarter of 2016 indicates that the business sector returned to the growth rate that has characterized it over the past three years. The weighted net balance for the second quarter is positive to a statistically significant degree (Figure 1 and Table 1). There are positive net balances in domestic-demand oriented industries—trade, construction and transport and communications. In contrast, in the manufacturing, services, and hotels industries, the net balances are near zero, indicating that in those industries the rate of change is lower. Expectations for the third quarter among the various industries are in line with the net balances of the current quarter, other than in the services industry, where a marked expansion in activity is expected (despite a near-zero net balance). 

Figure 1
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* The net balance is the difference between the share of companies and businesses reporting an increase in activity and the share of those reporting a decrease in activity, weighted according to size of the industry in the business sector.

Table 1 - Economic activity in the principal industries, based on the net balance of reported activity
(Original and seasonally adjusted data, percent)
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The net balance of manufacturing industry output indicates that output and the number of employees have essentially not changed. Nonetheless, companies report a decline in sales to the domestic market and a moderate contraction in exports. Expectations in the industry are for an additional slight slowdown next quarter, based on the orders for the domestic market and for exports.

The net balance of services industry revenue also indicates no change in activity, due to stability in the sales of services in Israel, even as sales to abroad continue to contract. It appears that companies see the contraction as a temporary situation, as they are expanding their workforces and expect an increase in orders next quarter.

[bookmark: _GoBack]The net balance of sales in the trade industry was positive to a statistically significant extent, but was not accompanied by an increase in the number of employees. Expectations in the industry are that sales will continue to increase in the next quarter.

The net balance of overall activity in the transport and communications industry was also very positive, reflecting increases in sales of services to Israelis and in the utilization of equipment, alongside stability in sales of services to nonresidents. Expectations in the industry are that activity will continue to expand in the next quarter.

In the construction industry, the net balance of volume of activity was positive, reflecting an increase in activity in the construction of buildings alongside a contraction in infrastructure construction. Expectations in the industry are that activity will continue to expand in the next quarter as well. 

The net balance of activity in the hotels industry is negative and indicates a decline in the level of activity. The balance reflects a further decline in the number of overnight stays by tourists from abroad alongside an increase in the number of overnight stays by Israelis. Expectations in the industry are that the decline in reservations will continue in the next quarter.

An examination of supply and demand constraints indicates that demand remains the main constraint on activity (excluding the construction industry); although demand constraints in all industries are not severe. In terms of the financing constraint, its level is low but it has become somewhat more severe among small companies, and is stable among medium and large companies (Figure 3). 

In the second quarter of 2016, companies’ expectations of the inflation rate over the coming 12 months increased to 1.22 percent, with the median remaining at the lower bound (1 percent) of the price stability target range. Likewise, the share of companies that expect inflation over the coming 12 months to be within the target range indicating price stability (1–3 percent) increased to 70 percent. Expectations for the next quarter regarding the exchange rate remained stable, at NIS 3.89/$ for the next quarter, and at NIS 3.94 /$ for one year from now. 

* * *

The Research Department notes that the findings of the Companies Survey for the second quarter of 2016 are based on the responses of about 330 companies and businesses in various industries. 

The survey’s questions are qualitative: companies are asked to report the direction of changes in various variables—increase, decline, or stability—and to note the strength of the change—“great” or “slight”.

The Companies Survey data are generally in line with the trends of the macroeconomic data of the economy, and the findings’ advantage is in being readily available and providing information rapidly, relative to other sources of data.






Other tables and figures

Table 2: Statistical analysis of 12-month inflation expectations
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* Skewness is calculated as the difference between average and mode.

Table 3: Companies’ expectations for the NIS/$ exchange rate
At the time of the survey, the average exchange rate was NIS 3.86/$
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Table 4: Manufacturing – net balances
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Table 5: Trade – net balances
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Table 6: Construction – net balances
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Table 7: Transport and Communications – net balances 
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Table 8: Hotels – net balances
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Table 9: Service industries – net balances
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Table 10.1: Net balance of the Manufacturing companies by size of company, 2016:Q1

	Manufacturing companies

	 
	Total
	Small
	Medium
	Large

	Output
	4-*
	23-*
	21-*
	6*

	Total sales
	4-*
	13-*
	32-
	9*

	Domestic sales
	11-*
	7-*
	47-
	2*

	Exports
	5-*
	38-*
	27-
	5*

	Number of companies
	136
	15
	34
	87




Table 10.1: The net balance of manufacturing companies classified by human-capital intensity and innovation
(Original data, percent)
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1 Industries in which fewer than 20 companies responded to the question regarding constraints.
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Figure 1: Weighted Net Balance of Business-Sector Activity
Original (solid line) and seasonally adjusted (dashed line) data
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Year

Quarter III IV I II III IV I II III IV I II

Manufacturing (output)

*-4 *1 *9 *4 *-6 15 *2 *-5 -21 *9 *1 *-4

seasonally adjusted

*5 *-3 *5 *2 *1 13 *-1 *-6 -13 *5 *-3 *-4

Trade (sales)

*10 *4 *5 -25 *-11 *-6*-10*-8 *-2 *13 *-6 24

seasonally adjusted

*9 *1 *9 -25 *-12 *-7 *-6 *-10 *-1 *9 *-2 24

Construction (total activity)

*0 *21*24 -26 -35 *0 *-11*20 24 *7 *29 *15

seasonally adjusted

*4 *23 *17 -26 -36 *8 *-13 *15 28 *10 *20 *17

Transport and communications (total activity)**

*-7 *-5 *4 *-7 -45 *20 *3 *-5 *-21 *12 *-1 38

seasonally adjusted

*-3 *-7 *-3 *-2 *-42 *16 *-3 *-2 *-16 *8 *-5 40

Hotels (total activity)***

*-18 *29 -33 74 -100*-28-57 -46 42 *0 *10 *0

Business services industries

*4 18 *6 *-3 -16 11 *1 *7 *-8 14 -13 *2

seasonally adjusted

12 10 *9 *-7 *-8 *3 *4 *3 *2 *6 -10 *-2

Total business sector

1 10 7 -5 -19 9 -2 1 -8 12 -4 9

seasonally adjusted

7 5 7 -7 -14 4 -1 -1 -1 6 -5 7

2013 2014 2015 2016
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Year

Quarter III IV I II III IV I II III IV I II

1. Mode

2.00 2.00 2.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

2. Median

2.50 2.00 2.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00

3. Average

2.35 1.78 1.51 1.47 1.38 1.29 0.99 1.20 1.12 0.89 0.95 1.21

4. Standard Deviation

0.84 0.88 0.86 0.95 0.97 0.96 0.90 0.89 0.97 0.87 0.91 0.88

5. Skewness*

0.35 -0.22 -0.49 0.47 0.38 0.29 -0.01 0.20 0.12 -0.11 -0.05 0.21

Number of responding companies

393 406 409 388 382 372 384 369 333 339 335 286

2013 2014 2015 2016
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Number of responding companies

401 421 427 404 392 387 406 388 335 368 350 307

Average

3.65 3.563.533.513.67 3.8 3.933.813.913.933.88 3.9

Standard Deviation

0.129 0.2 0.240.130.220.790.62 0.5 0.090.110.17 0.1

Number of responding companies

399 420 420 401 391 381 404 381 333 364 346 304

Average

3.7193.623.643.583.723.974.073.893.98 4 3.94 3.94

Standard Deviation

0.4230.340.230.370.370.540.410.490.170.170.16 0.22

Quarter

One 

quarter 

ahead

One year 

ahead

Year

2013 2014 2015 2016
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Figure 2: The probability of 12-month inflation expections
being above, below or within the target range
(percent of all respondents)
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A. Activity in the quarter

1. Output

*-4 *1 *9 *4 *-6 15 *2 *-5 -21 *9 *1 *-4

2. Sales

*-8 *6 *1 *3 *-10 *5 *-10 -13 -24 *3 *-8 *-4

3. Domestic sales

*-9 *1 *-6 *-8 -11 *0 -12 -12 -20 *6 *-5 -11

4. Export

*-4 *2 *9 19 *-4 *2 *2 -13 -24 *-5 -16 *-5

5. Stocks of raw materials

*8 *0 *8 15 9 *0 *3 *7 *0 *1 *2 *5

6. Stocks of finished goods

*3 *-3 *5 8 11 *6 *-3 *1 *-1 *1 14 *1

7. Rate of utilization of machinery and equipment

*-7 *-8 *-4 *-1 *-6 *3 *-4 *-8 -20 *-3 *-2 *-7

8. Number of employees

*-2 *-2 *0 *-4 *-7 *-3 *-2 *2 -15 *0 -10 *-1

B. Expected activity in the following quarter

9. Domestic orders

*-7 *-5 *-6 *-7 -10 *6 *-7 *0 *-10 *-1 *-5 *-7

10. Export orders

*1 *-1 *7 *6 -16 *3 *3 *-8 -17 *-7 *-7 *-5

Number of responding companies

166 181 176 156 153 145 158 150 131 152 134 136

2016

Manufacturing Industries

2013 2014 2015
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A. Activity in the quarter

1. Sales

*10 *4 *5 -25 *-11 *-6 *-10 *-8 *-2 *13 *-6 24

2. End-of-quarter stock

*12 *2 *10 *-7 *13 *2 *7 *6 *-4 *10 *6 17

3. Percent of credit sales

25 19 *10 *11 20 11 *9 13 9 27 8 15

4. Supply period

*6 *-2 *-3 *-4 *2 *0 *0 *-5 *-4 *3 *4 *-2

5. Number of employees

*-8 *4 -12 *-7 *-4 *-4 *2 *-3 *-9 *-2 *4 *2

B. Expected activity in the following quarter

6. Forecast change in number of permanent employees

*-8 *2 *-7 -11 *-2 *-4 *-7 *-6 *-6 *0 *4 *-2

7. Sales expectations 

*18 24 22 *7 *9 23 *14 34 *17 29 31 *11

Number of responding companies

51 55 58 57 55 53 59 62 55 61 52 46

2014 2015 2016 2013

Trade
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A. Activity in the quarter

1. Total activity

*0 *21 *24 -26 -35 *0 *-11 *20 24 *7 *29 *15

of which   2. Buildings

*-5 *10 29 *-9 -26 *-14 *-12 *20 *13 *7 *24 *8

                  3. Infrastructure

29 *7 *6 *-5 *-16 *-13 *-20 *0 *22 *-8 *0 -33

4. Output prices in dollar terms

30 37 48 39 *13 *19 28 40 30 40 50 50

5. Area of building starts (sq. m.)

*0 *5 *-5 *-9 -27 *-10 *6 *15 *4 *13 *-6 *-7

6. Area of building completions (sq. m.)

*10 *0 *10 *-4 *-4 *0 *-11 *-5 *13 *20 *6 *-7

7. Building time

*0 *15 *10 35 22 29 22 35 *17 40 28 21

8. Number of employees

*-15 *0 *0 *-4 *4 *14 *11 *24 *9 *-7 *0 *0

B. Expected activity in the following quarter

9. Expected activity in the following quarter

*0 *0 *-5 *9 *-4 *5 *17 33 36 33 *6 *21

Number of responding companies

20 20 21 23 23 21 18 21 23 15 18 14

Construction

2013 2014 2015 2016
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A. Activity in the quarter

1. Total activity

*-7 *-5 *4 *-7 -45 *20 *3 *-5 *-21 *12 *-1 38

2. Sales of services to residents

*-1 *-12 *13 *17 *-30 27 *-3 *-2 *-13 *23 *4 38

3. Sales of services to nonresidents

*-14 *3 *0 *-14 -52 *-10 *-13 *-3 -48 *-13 *-2 *3

4. Utilization of equipment (capacity utilization, etc.)

*-1 *-13 *14 *2 *-34 22 *-16 *-6 *-10 *16 *18 37

5. Number of employees

*14 *-12 *-13 *7 *-14 *-3 -27 *-10 *-12 *-13 *-9 *-5

B. Expected activity in the following quarter

6. Expected activity in the following quarter

32 *-21 *6 *15 *15 *9 *-8 *13 *16 *24 *-10 *5

Number of responding companies

15 24 24 25 26 26 26 24 21 17 19 17

2013 2014 2015 2016

Transport and Communications
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A. Activity in the quarter

1. Total activity

*-18 *29 -33 74 -100 *-28 -57 -46 42 *0 *10 *0

2. Number of bed-nights: Tourists

-32 35 *-7 50 -100 -64 -78 -50 *8 *-10 *-24 *-13

3. Number of bed-nights: Israelis

*-9 *-24 *-19 *0 *0 *0 *-22 *-14 67 *-15 *19 *27

4. Average revenue per room

*18 *-24 -56 57 -64 40 *23 *7 *8 *-25 *-5 *-27

5. Number of employees

*14 -24 *-4 32 -86 -50 *-17 *-21 *0 *-5 *-14 *0

B. Expected activity in the following quarter

6. Bookings for next quarter of foreign tourists

*-23 *0 33 *-13 -68 -52 -57 -43 *-25 -30 *-20 -60

7. Bookings for next quarter of Israelis

*-5 *-18 *19 *-22 -58 -38 -38 *-8 *8 *-15 *-27 *-7

Number of responding companies

22 17 27 23 22 25 23 14 12 20 22 15

2013 2014 2015 2016

Hotels
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A. Activity in the quarter

1. Total revenue from current activity

*4 18 *6 *-3 -16 11 *1 *7 *-8 14 -13 *2

 2. Sales of services in Israel

*4 10 *-1 *-4 -13 *5 *0 12 *-3 *10 -10 *1

 3. Sales of services abroad

*2 *11 *7 *5 *-4 *7 *-5 *7 *-5 *2 *-14 *-10

 4. Number of employees

10 *0 *5 *-1 *-3 *0 *-1 *1 *3 *4 *-3 *5

 5.        of which: trained

12 *2 *5 *3 *-1 *0 *3 *-1 *-1 *2 *3 *3

 6. Number of Israeli workers abroad

*0 *-2 *-1 -12 *-4 -13 *-5 *-3 *-3 -9 *-4 *8

B. Expected activity in the following quarter

 7. Total orders 

11 13 17 *3 13 11 12 13 *7 20 *7 16

 8. Export orders

17 *13 18 13 *4 *8 *11 *6 *7 *7 *-2 *12

Number of responding companies

168 154 149 149 145 141 146 150 129 139 132 101

2015 2016

Service industries 

2013 2014
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Figure 3: Financing difficulties, by company size
‘Weighted by share of industry in business sector product
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Figure in parentheses is the number of companies responding in current survey.
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Advanced companies

*5 21 *7 *4 *-8 *9 *0 *4 *-7 19 *-16 *-8

Mixed companies

*23 *4 *16 25 *9 *5 *-9 *-19 *-19 *-10 *24 *28

Traditional companies

-17 -15 *8 *-3 *-9 22 *6 *-8 -31 *8 *7 *-9

2013 2014 2015 2016
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Demand constraints

Volume of export orders 1.5 1.3 1.2 1.2 1.2 1.2 1.3 1.2 1.3 1.3 1.4 1.2

Volume of domestic orders 1.2 1.1 1.1 1.2 1.2 1.2 1.1 1.1 1.1 1.1 1.2 1.0

Supply constraints

Machinery and equipment shortage 0.5 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.5 0.3

Financing difficulties 0.7 0.5 0.6 0.5 0.5 0.6 0.5 0.5 0.5 0.5 0.6 0.5

Labor shortage 1.1 0.9 0.9 0.9 0.8 1.0 0.9 1.0 0.9 1.1 1.0 1.1

Demand constraints

Volume of demand

1.7 1.4 1.5 1.6 1.9 1.2 1.6 1.4 1.5 1.4 1.5 1.4

Supply constraints

Input prices

1.5 1.6 1.5 1.4 1.7 1.4 1.7 1.6 1.8 1.1 1.7 1.5

Financing difficulties

1.7 1.8 1.9 1.3 1.7 1.4 1.7 1.5 1.6 0.9 1.7 1.9

Labor shortage

2.4 2.7 2.1 2.3 2.3 2.5 2.6 2.6 2.7 2.5 2.9 2.7

Machinery and equipment shortage

0.7 0.4 0.5 0.6 0.9 0.7 0.9 0.6 0.7 1.0 0.5 0.9

Land lot Prices

2.4 2.7 2.5 2.7 2.8 2.8 2.8 2.9 2.8 2.3 2.9 3.3

Demand constraints

Volume of orders

0.6 0.7 0.8 0.7 1.0 0.7 0.8 0.9 0.8 1.0 0.9 0.7

Economic & political situation in Israel

0.8 0.9 0.8 1.0 1.5 0.9 0.9 0.9 1.0 1.2 1.0 0.8

Economic situation in the world

0.7 0.7 0.8 0.8 0.9 1.1 0.8 0.8 0.9 1.0 0.8 0.8

Supply constraints

Financing difficulties

0.6 0.7 0.6 0.6 0.5 0.6 0.5 0.7 0.6 0.6 0.5 0.6

Labor shortage

0.9 1.0 0.9 0.7 0.8 0.8 0.9 0.9 0.9 0.9 1.0 0.9

Demand constraints

Booking by foreign tourists

0.6 0.9 0.8 0.8 1.6 1.3 1.1 1.1 0.9 1.5 1.4 1.1

Booking by Israelis

0.4 0.9 0.6 0.6 1.2 1.0 1.0 0.9 0.9 1.2 0.8 0.7

Economic & political situation in Israel

1.3 1.3 1.4 1.2 1.9 1.4 1.4 1.4 1.4 1.5 1.5 1.3

Intensification of competition

1.9 2.2 2.1 2.4 2.3 2.1 2.4 2.3 2.0 1.9 2.2 2.1

Supply constraints

Financing difficulties

0.9 1.1 1.1 1.1 1.3 1.2 1.3 0.9 0.6 1.1 1.0 1.0

Labor shortage

1.2 1.1 1.3 1.3 1.4 1.4 1.2 1.8 1.8 2.1 1.8 1.7

Demand constraints

Booking by foreign tourists

2.0 1.6 1.4 1.6 3.4 3.4 2.5 2.8 2.8 2.8 2.4 2.9

Booking by Israelis

1.2 1.3 1.6 1.4 1.9 1.6 1.5 1.6 1.5 1.2 1.4 1.4

Economic & political situation in Israel

1.4 1.2 1.5 1.5 2.5 2.4 2.2 2.0 1.9 2.0 2.0 1.8

Supply constraints

Financing difficulties

0.9 0.9 1.0 0.9 0.2 0.6 0.5 0.3 0.6 0.3 0.5 0.6

Labor shortage

1.4 1.2 1.7 1.8 1.3 1.1 1.5 1.8 2.2 1.5 1.3 1.7

Demand constraints

Economic & political situation in Israel

1.0 0.9 0.9 1.0 1.5 1.2 1.0 1.0 1.0 1.0 1.0 0.9

Global economic situation

1.2 1.1 1.0 1.1 1.1 1.1 1.0 1.0 1.1 1.1 1.0 1.1

Intensification of competition

1.7 1.7 1.7 1.8 1.7 1.7 1.6 1.7 1.7 1.7 1.7 1.7

Supply constraints

Financing difficulties

0.8 0.8 0.8 0.8 0.8 0.8 0.7 0.6 0.9 0.9 0.9 0.8

Labor shortage

0.9 1.0 0.9 0.9 0.9 1.0 0.9 0.9 1.0 1.1 1.1 1.1

2016

Service Industries

Table 17: The severity of constraints on carrying out planned activity (average)

1-Minimal, 2-Moderate, 3-Significant, 4-Very significant

Industry Constraint

Manufacturing 

Industries

Construction

Trade

1

Transport and 

Communications

1

Hotels

1

2013 2014 2015
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