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EXECUTIVE SUMMARY: UKRAINIAN ECONOMY IN FEBRUARY 2024 2Bl ror economic

s STRATEGY

« SPECIAL TOPIC: We overview the key figures of Ukrainian foreign trade in January and February. Share of
Chinese imports increased to 21.7% in January, significantly higher than on average in 2023. In January,
drones are in top-10 imported goods.

« Sectoral analysis: Businesses improved their outlook after four months of negativity. Ukraine's exports of
grains and oilseeds reached a two-year record high thanks to the Ukrainian Sea Corridor, and electricity
exports are increasing.

* Monetary and FX sector: Inflation slows down even further to 4.3% in February, and NBU subsequently
decreased the key rate to 14.5%; international reserves decreased slightly. Hryvnia is on downward course,
reaching record-lows.

* Banking sector: January, as expected, showed a seasonal decline in deposit taking, but the situation
improved in February. The situation with loans remains relatively stable - they are slowly growing, but 5-7-9
remains one of the key drivers of lending.

 Fiscal sector: Foreign financing remains rather low with only $0.8 bn disbursed in February. Nevertheless,
Ukraine had to increase its expenditures after forced cuts in January.

See our report below for further details.
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MACROECONOMIC TRENDS

Business expectations improved in February

* In February, NBU business activity expectations index  °

was 47.5 — expectations improved but were still
negative. Business expectations improved after a four-
months slump.

NBU business activity expectations index dynamics
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All sectors except for trade reported negative expectations.
Trading companies were positive, thanks to weaker
inflationary pressures, a persistently stable FX market, and
sustained consumer demand. War-related issues,
especially staff shortages, affect the expectations of all
sectors.

NBU business activity expectations index by sector in February
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SECTORAL ANALYSIS

Ukraine restores sustainable electricity exports

Ukraine's power grid went through the winter without
any major outages. Given the upcoming warming,
one can say that the Ukrainian energy sector has
withstood this heating season.

In February, Ukraine turned out to be a net importer
of electricity due to large imports in the first third of
the month. Net commercial imports for the month
amounted to moderate 18.7 GWh.

Ukraine net electricity commercial exports in 2023-2024, GWh
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At the end of February, Ukraine exported electricity
daily, and in early March, daily export volumes updated
several-year highs, exceeding 13 GWh per day.

Ukraine sells electricity to all its geographic neighbors,
except for the two aggressor countries. Most of it is
exported to Hungary and Poland - more than 4 GWh
per day each on peak days.
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SECTORAL ANALYSIS

Average daily steel production hits local maximums

Ukraine ferrous production by main categories, mt
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In February, Ukraine produced 532 thousand
tons of steel, 496 thousand tons of pig iron
and 447 thousand tons of rolled products, 1-
11% lower than in January. The average daily
production of the main types of products is
comparable to last month's figures, and steel
production exceeded 18 thousand tons per
day for the first time in last six months.

In the first two months of the year, steel
production increased by 52% to 1.08 million
tons, iron production by 42% to 1.05 million
tons, and rolled products by 53% to 900
thousand tons.

Ukraine exported 3.11 million tons of iron ore
in January. This is 94% more than in
December and 3.4 times more than in
January 2023. The largest buyers were China
(48%), Slovakia (13.6%) and Poland
(10.5%).In January,

Ukraine reduced domestic consumption of
rolled and semi-finished products by 37% to
138 thousand tons.




SECTORAL ANALYSIS

Agri exports hits two-year highs in February
Exports of grain and oilseeds by transport and total, million t
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CENTRE
I FOR ECONOMIC
s STRATEGY

Agricultural exports rose for the fifth
consecutive month in February, to 6.45 million
tons, the highest level since the start of the
full-scale invasion.

Export growth is driven by Black Sea ports.
Alternative export routes are providing
decreasing volumes. The figures were lower
only in the spring of 2022, when exporters had
not yet recovered from the shock and did not
organize delivery via alternative routes.

The blockade of the land borders with the
European Union, primarily on the Polish
direction, remains a major problem for the
Ukrainian economy. Agricultural exports by
trucks currently account for only 1% of
agricultural exports, while in the summer of
2022 it exceeded 15%.
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IT exports at lowest level since 2021

1000 50% * In January, the seasonal decline in
activity on the IT sector was
compounded by a downward trend in
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MONETARY AND FXSECTOR 2§ For economic
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NBU decreases the key rate to 14.5%

Inflation (y-o-y), NBU key rate, rates on hryvnia retail deposits (12- and 3-month), and e NBU cuts key policy rate to 14.5%, effective
weighted average level of yield on 1-year hryvnia government bonds, %

20 March 15, 2024.

* Lower inflation, stable FX market, and positive

N \ outlook for external aid pave the way for an
\ - earlier interest rate easing.
\ Key rate
20 -
\ e NBU reduces 3-month CD rate by 1.5 pp to
12m deposit rate 17.5% and refinancing loans by 1.5 pp to
B~ Y, T TTT————— e 19.5%.
3m deposit rate
10 e The interest rate on overnight CDs will
continue to equal the key policy rate.
Inflation
° ~———~— + The yield of one-year hryvnia war bonds, as
well as 3- and 12-month deposits, have
0 remained at the same level as in January
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Sources: NBU, State Statistics Service, UIRD
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MONETARY AND FXSECTOR

Inflation slows down; CPI1 4.3% y-0-y in February 2024

509 Inflation per category (selected categories), y-o0-y, %
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In February 2024, inflation was recorded at its
lowest level since 2020 — 4.3% y-0-y.

Over the past month, prices have fallen the
most among food products: eggs (-3.5%) and
sugar (-2.2%), and non-food goods — clothing
and footwear (-3.5%) and railway public
transport (-3.5%).

Prices have increased the most among food
products: vegetables (+4.4%) and butter
(+2.8%). Among non-food - restaurants and
hotels (+1.1%) and other products and
services (+1%).

As expected, inflation continued to decline in
February. However, temporary factors that
eased inflation are fading, while rising wages
will drive price growth.
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Lower official financing reduced international reserves, but they remained adequate

In February, international reserves fell by 3,8% to over In February, FX demand decreased due to controlled
$37.1 bn (4.9 months of import coverage) due to NBU FX budget spending, stable exports with smooth sea routes,
interventions to preserve exchange rate sustainability and resumed electricity exports, and improved household
FX debt repayments, which were partially offset by exchange rate expectations amidst reduced uncertainties
international aid. about external financial support.
NBU foreign exchange interventions, USD bn mmm FX purchase by the NBU Individuals’ transactions in the FX market, USD bn
2 mm FX sale by the NBU mmmm Purchases of cash currency Hm Sales of cash currency
= Nect interventions I Sales of non-cash currency mm Purchases of non-cash currency
2 = Net sale of currency
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Spread between the cash market and official exchange rates minimised

Average daily official and market exchange rates UAH/USD
* In February, the official exchange rate of the

hryvnia against the US dollar remained nearly
unchanged from January. The spread between
the cash market and official exchange rates
stayed below 1.4%, decreasing to 0.8% by
month's end.

42

40 e For over five months now, the NBU has

maintained a managed exchange rate
flexibility regime. Since adopting this regime,

Cash market rate

453 bank operations without NBU involvement
38 252 have notably increased.
Official rate » Considering the stable market conditions, the

NBU proceeded to relax currency restrictions,
updating and fine-tuning specific measures.
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Source: NBU, Ministry of Finance
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BANKING SECTOR
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January was marked by seasonal decline of hryvnia deposits and stability of loans

180
170

160 UAH on demand
150 FX ondemand

140 UAH term
130 FX term

120
110
100
90
80
70
Dec'21 Mar'22 Jun Sep

120

Household deposits by currency and maturity, index, December 2021 =100

Dec'22 Mar'23 Jun Sep Nov Jan' 24
Loans to residents by currency and sector, index, December 2021 =100

110

100 - ,\\—/—/_\UAH corporate
90 \\ /_//\_\/UAH retail

FX corporate
80

60

.

X retail

50
Dec'21 Mar'22 Jun Sep

Source: NBU

Dec'22 Mar'23 Jun Sep Nov Jan' 24

The demand for hryvnia assets remained strong.
Specifically, following a seasonal decline in January, the
growth of individual hryvnia deposits bounced back in
February.

New hryvnia deposits continue to be dominated by
deposits with maturities of three to six months.

The net hryvnia corporate loan portfolio has expanded
over the last two quarters of 2023, driven by increased
demand. In Q4, loans grew by 2.7%, nearly offsetting the
year's initial decline of (-0.7%).

Notably, hryvnia loans to SMEs showed the most rapid
growth, at +6.8% g-o0-g and +12.4% y-0-y, making up
57% of the total net hryvnia business loan portfolio.

As before, hryvnia loans were mostly issued under the
program Affordable Loans 5-7-9%.

16




BANKING SECTOR

Non-subsidised loans are becoming more affordable

Weighted average lending rates, %
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Under the NBU's updated operational
framework for monetary policy, the refinancing
rate equals = key policy rate + 6 p. p.

The reduction of the key policy rate led to more
affordable lending, causing a decrease in the
weighted average interest rates on hryvnia
loans for sole proprietors (to 22%) and
financial corporations (to 18%) in January
2024.

While interest rates on hryvnia loans to
households decreased, they still stayed
notably higher compared to loans to
businesses and sole proprietors, primarily due
to the prevalence of unsecured and high-risk
loans.
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BANKING SECTOR

Domestic government debt securities

Since the beginning of 2024, Ukraine's government has
borrowed nearly UAH 74 billion through auctions for the
sale of domestic government debt securities, totalling
over UAH 892 billion since the imposition of martial law.

Domestic bonds by outstanding nominal value,
UAH bn, as of February 24, 2022

Territorial
community
0.1bn

Non-residents

Natural persons 74.8bn
25.5bn

NBU
310.1 bn

1016 bn

Banks
524.5 bn

Source: NBU
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NBU remains the biggest holder of domestic bonds by its
outstanding nominal value due to the government debt
financing in 2022. However, the domestic debt marked
have revived in 2023 thanks to joint efforts of the
government and NBU.

Domestic bonds by outstanding nominal value,

UAH bn, as of February 29, 2024

Non-residents Territorial community

43.3bn 2.1bn

Natural persons 60.7 bn

Banks
668.7 bn

NBU
682.5 bn
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FISCAL SECTOR
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Only $0.8 bn of foreign financing in February

In February, Ukraine received just $0.8 bn of
foreign financing. $511 m from Japan ($304 m
grant and $207 m loan), $295 m grant from

Norway and $3 m loan from Spain were
disbursed.

2023 additional financing of Ukraine’s state budget
as of February 29, USD bn

B Foreign grants

W Foreign loans

Domestic bonds Japan Norway Spain

Source: Ministry of Finance

Foreign financing continues to be much lower than needed to cover the
state budget financial needs which returned to normal wartime levels.
State budget deficit amounted to $2.9 bn, and debt repayment needs to
$1.3 bnin February. Foreign financing is expected to increase in March.

Foreign financing, state budget deficit and debt repayment, $bn
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FISCAL SECTOR - TAX REVENUES 2§ For economic

s STRATEGY

Weak VAT revenues offset by CPT from banks and excises

120 .
Tax revenues of state budget in
Februarywere UAH 117.6 bn
100 CPT - taxes from  consumption
slumped by 29% (-25 UAH bn),
lowest since July 2023, due to
80 weak domestic VAT revenues
- offset by CPT revenues of UAH
Subsoil rent 34.7 bn (of which 26.1 bn — 50%
60 bank profit tax) and historically
high excise revenues (UAH 12.6
Customs bn)
duties
40
Import
VAT
20
Domestic
VAT
0 Note: the detailed breakdown by sources is not
available as only preliminary June figures were
Feb Mar Apr May Jun Juu Aug Sep Oct Nov Dec Jan'24 Feb released as of the current date
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FISCAL SECTOR - EXPENSES I -

s STRATEGY

%00 January expenses at lowest since the invasion

State budget expenses in January

500 .
hit record low UAH 158 bn, only
49% of avg monthly expenses for
2023:

400 - defense spending down from
UAH 313 bn in Dec’23 to UAH 65
bninJan’24

300 - other functions decreased x2-5,
except social security, which

remained at average level.
\Others
200 | Economic activity
| Healthcare
100 Social security
Justice and law
Note: the detailed breakdown by sources is not
Defense available as only preliminary June figures were
0 released as of the current date

Jan'’23 Feb Mar Apr May Jun Juu Aug Sep Oct Nov Dec Jan'24

Source: Ministry of Finance
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FISCAL SECTOR - VAT REFUNDS TIMELINESS

VAT is refunded timely despite slip up in February

Distribution of VAT refund amounts by days, % of monthly total refund

Days between application and refund of VAT to bank account Total,

0-10; 11-20: 21-30; 31-40: 41-50; 51-60; 61-70: 70-100; 100+ 60+; UAH bn

2020 1 6 7 43 14 5 17 6 1 24 142.3
;?2021 3 7 10 54 10 1 11 2 1 14/ 158.5
;"2022 0 5 2 25 6 4 7 9 41 57 84.3
2023 0 1 8 36 12 6 16 10 12, 38 132.1
January 0 0 0 8 0 4 22 18 48 89 19.3
February 0 0 1 9 59 1 1 15 14 30 6.6
March 0 0 2 13 38 2 6 25 14 45 14.4
April 0 0 3 48 14 12 8 14 2 24 11.4
May 0 0 12 43 3 5 25 9 3 37 9.9
June 0 0 11 51 1 7 19 3 7 29 9.9
July 0 0 15 32 29 6 10 6 2 18 9.9
August 0 0 13 41 2 11 23 4 6 34 8.9
September 0 0 7 47 5 6 30 2 4 35 10.6
October 0 8 10 50 2 7 15 6 1 23 9.9
November 0 0 14 54 2 7 16 2 6 24 10.4
December 0 1 16 58 2 7 10 3 1 15 10.9
2024 0 0 13 44 16 7 9 7 4 20 21.9
January 0 0 10 61 5 6 15 1 2 18 9.8
February 0 1 15 31 24 8 3 12 6 21 12.1

Source: Ministry of Finance
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In 2023 the situation with VAT
refunds normalized. Since October,
~80% of all VAT refund is transferred
to business within 60 days from the
application.

Before the invasion about 1/5 of the
applied amounts were rejected. In
2022 — 36% were rejected. In 2023
the rejection rate was close to pre-
war levels, averaging at 23%.

In February for the first time in over a
year Treasury has delayed a part of
the confirmed VAT refund amount
(UAH 3.9 bn). The remaining amount
was soon transferred on the last day
of February, out of business hours,
yet it is the sign of tightening liquidity
issues due to lack of external

financing.
23



FISCAL SECTOR - VAT REFUNDS STRUCTURE
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50% of VAT refunded to food and agri. Refunds by court rulings increased

VAT refund in 2023 by industry, UAH bn

Grains, legumes, oils, fats, and seeds
Metallurgy

Iron and other ores

Meat and meat products

Electrical equipment and appliances
Tobacco products

Chemical industry

Sugar, chocolate, and confectionery
Woodworking industry

Dairy products, eggs, and fats
Aviation

Electricity generation

Furniture and panels

Metal products

Machinery and equipment
Pharmaceuticals

Other

Source: Ministry of Finance
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~50% of VAT in 2023 was refunded to agri
and processed food exporters.

Iron and steel industry received 23% of
refund, while having only 10% of exports
by value.

Mid 2023 and 2024 saw significant
increase in VAT refunds awarded by court
rulings compared to pre-war levels.

VAT refunds by court rulings, UAH mln
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FOREIGN TRADE VOLUMES N s

FOR ECONOMIC
s STRATEGY

Ukraine reduces trade deficit to $1.5 bn

 In February 2024, foreign « A moderate decline in merchandise * The volume of foreign trade in services in
trade in goods remains at exports was offset by a comparable January fell to $3.2 bn, which is only 5%
$8.4 bn, according to the increase in imports, resulting in a higher than the minimum of recent years
latest figures. trade deficit of $1.5 bn, the lowest recorded in March 2022. According to the
levelin 16 months NBU, in January, services imports

amounted to $1.87 bn, exports to $1.35 bn.

Ukraine exports and imports of goods and services dynamics, $ bn

7
6
5 Goods exports
4
Goods exports
3
2 — e~ = = - Services imports
/\ . .
1 - Services exports
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\‘bo QQp %\'b« V§\ %\‘b\\ \\)Q \&' ?9% %Q»Q Oé' eOA QQ;O \‘bo QQp Q\'b« ?QJ\ %\‘b\\ \0(\ \,&' ?9% %QQ Oc,}' eOA OQ)O \‘b(\ QQp

Source: National Bank of Ukraine; except for February 2024 data — State Customs Service, CES calculations and estimations. 26




FOREIGN TRADE IN FIGURES: GEOGRAPHY 2§ For economic

Exports, $ bn Region Imports, $ bn

23.4

European Union

—
(00)

Asia (excl. China)
Top 10 countries in Exports (2023)

I
.

1. Poland $4.8 bn 13% 2.4 China 10.4 1. China $10.4 bn 16%
2. Romania $3.8bn 10% . 2. Poland $6.6 bn 10%
3. China $2.4bn 7% 0.7 Americas 3. Germany $4.9bn 8%
4. Turkey $2.4bn 7% 4. Turkey $4.7bn 7%
1.6 CIS 1.2
5. Germany $2.0bn 6% 5. USA $2.8bn 4%
6. Spain $2.0bn 6% 0.8 Europe (excl. EU,CIS) . 2.6 6. ltaly $2.3bn 4%
7. ltaly $1.5bn 4% 7. Bulgaria $2.2bn 3%
8. Netherlands $1.5bn 4% 1.7 l Africa I 0.7 8. India $1.9bn 3%
9. Hungary $1.2bn 3% . 9. Slovakia $1.8bn 3%
10. Egypt $1.1bn 3% 0.05 I Oceania & other I 0.1 10. Czechia $1.8bn 3%
$36.2bn TOTAL $63.5 bn

Source: State Customs Service

32.6

Top 10 countries in Imports (2023)
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KEY EXPORTED GOODS IN 2023

1. Grain: $8.3 bn (23%) 2. Edible oils & fats:

Corn $5.0 bn
Wheat $2.9bn
Barley $362 m
Buckwheat, millet  $22 m
Sorgo $13m

— i

$5.6 bn (16%)
Sunflower oil $5.0 bn
Rapeseed oil $316 m
Soybean oil $215m
Margarine $34m
Animal fats $21m

113

Source: State Customs Service, CES calculations.

0 Naturalresources  [[_] Machinery

4. Oilseeds: 8. Food industry
waste: f 0
0 10. Furniture:
$2'8 bn (8 /0) $1.4 bn (4%) $681 m (2%)
Soybeans $1.3bn Oilcake $972m Home furniture Sggar & c.onfectionary
Rapeseed $1.2bn A $283m $645m M.|lk&da|ry
Sunflowerseed  $278m o e Oil & gas
Cereal food
- I I Beverages .
9. Meat: Pharrpaceutlcals
0 Plastics
$893 m (2%) Fruits & nuts
Poultry Paper
Beef Other
Pork

$596 m
$404 m
$392m
$314m
$283m
$279m
$278 m
$257m
$215m
$3.2bn

CENTRE
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5. Machinery:
$2.4 bn (7%)

Cable & wire $796 m
Heating $276 m
Pumps $121m

rii

Other: $6.2 bn (19%)

28




KEY IMPORTED GOODS IN 2023

1. Machinery: $11.0 bn (17%)

Phones

Computer equipment
Electric generators
Accumulators

Cable & wire
Switching equipment
Pumps

Electric heating devices

Transformers
Filters and centrifuges

Agri processing machines

TV & Video

Integrated modules & schemes

Refrigerators
Pipes furniture
Agriculture machines

Power monitoring equipment

Other machinery

3. Ground vehicles: $10.3 bn (11%)

Passenger cars
Tractors

Cargo vehicles

Auto spare parts
Trailers

Special cargo vehicles
Motorcycles

Cabins

Buses

Other ground vehicles

Source: State Customs Service, CES calculations.

$1.1bn
$740 m
$707 m
$466 m
$435m
$346 m
$326 m
$320 m
$286 m
$247 m
$246 m
$243 m
$236m
$229m
$221m
$189m
$155m
$4.5 bn

$4.1 bn
$833m
$729m
$567 m
$373m
$101m
$56 m

$52m

$51m

$3.4bn

] Natural resources

2. Energy: $10.3 bn (16%)

Oil & oil products $7.8 bn
Petroleum gases $1.9bn
Coal $185m
Electric energy $155m
Coke $129m
Petroleum coke & bitumen $125m
Other energy $6 m

o e

— [—

A e D

5. Iron & steel: $2.2 bn (3%)

Rolled steel
Seamless pipes
Metalware
Other pipes
Met. structures

$1.0 bn
$144 m
$102 m
$77 m
$73 m

4. Plastics:

[ Chemicals

6. Pharma:

7. Chemicals:

$2.8bn (4%) $2.1bn(3%) $2.1bn (3%)
Insecticides ~ $831m
Polyethylene $349 m Drugs $1 7bn Organic . $582 m
Plastic sheets $343m Vaccines $295m ll;lon—or%amc :ggz m
oyacea 3257m  Other $124m Solvents $40 m

Plastic tubes

PVC

10. Rubber:
$0.9bn (1%

$233m
PL. packaging $189m
Polypropylene $145m
$104m

-

Clothes

Fruits & nuts
Cosmetics & perfumes
Fish & sea products
Beverages

Paper

Air vehicles
Tobacco

Soap & detergents
Shoes

Oilseeds

Food industry waste
Paints

Vegetables
Aluminum

Other

9. Fertilizers: $1.2 bn (2%)
I

$816 m
$812m
$805m
$804 m
$719m
$713 m
$504 m
$494 m
$463 m
$443 m
$411m
$411m
$374 m
$373m
$366 m
$8.8 bn

, Other: $17.3 bn (27%)

CENTRE
-.I FOR ECONOMIC
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8. Optics:

$1.4bn
(2%)

—
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FOREIGN TRADE IN JANUARY 2024 - SUMMARY
EXPORT

Key goods

Corn

Sunflower oil

Iron & steel 10.0%

Iron ore 8.7%

Wheat 8.0%

N 2%
Oilcake [l 3.7%

Soybeans - 3.7%
Wood products . 3.0%

Meat . 2.3%

Rapeseed

13.9%

Netherlands

Key destinations

Poland 9.8%

Spain 9.5%

China

I

9.0%

Romania 6.5%

Ii
*

Turkey 6.2%

Germany 5.6%

Italy 4.7%
Egypt 4.6%

4.5%

Bulgaria [l 2.9%

EU countries— 60.0%

}Agricultural goods remain } Spain joined the list of main

the main component of
Ukraine's exports. In

January, corn exports were

twice as high as wheat,
amounting to $554 m.

Source: State Customs Service

export destinations in
January. Monthly exports to
this country amounted to
$324 m, driven by large
supplies of grain. Corn
accounted for 47% of this
amount, wheat - 32%.

Oil & oil products

CENTRE
I FOR ECONOMIC
s STRATEGY

IMPORT

Key goods

Passenger cars 8.0%

Plastics 4.8%
Iron & steel - 3.6%
Pharma [ 3.5%

Phones [ 22
Optics .
Drones [Jj 2.0%
Fruits &nuts [ 1.9%
Fish [ 1.9

} The share of transport

Imports in January reached
15%, with passenger cars
accounting for the majority.
In January, drones are in
top-10 imported goods.
Total monthly import is $99
m, 97% were from China.

Key origins

China 21.7%

Poland 11.2%

Germany 7.6%

Turkey 6.4%
USA 5.5%
Greece - 3.1%

taty [ 2.9%
Slovakia 2.7%
Czechia | 2.7%
France [ 23%

EU countries —47.8%

}The share of imports from the EU fell
below 50%. The main reason for this
was the growth of Chinese imports to
21.7%, compared to 16% in 2023.
Chinese imports for the month
exceeded $1.1 bn, which included
drones (9%), phones (7%), and
passenger cars (6%).
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This text reflects the opinion of the authors and does not necessarily represent the views of the German Economic Team.
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