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Economic growth in Ukraine's MTPs is slowing down, but inflation pressures remain persistent.
Energy prices, especially for oil, continued to rise amid tight supply. Prices for commodities prevailing in
Ukrainian exports were highly volatile under the influence of specific factors. The main issue on the
agenda of major CBs’ is how long to keep interest rates at high levels. At the same time, more and
more EM central banks are moving to cut rates

Consumer inflation in Ukraine continued to decelerate rapidly (headline inflation to 8.6% yoy, core
inflation to 10.0% yoy in August), primarily due to an expanded supply of foods, particularly newly
harvested vegetables and fruits. Underlying inflationary pressures also eased, including due to improved
expectations. According to the NBU’s estimates, inflation slowed in September as well, driven by the
same factors

In September, economic activity was supported by an ongoing harvesting campaign, as well as
related transportation and processing works of larger harvests than last year. Significant capital
expenditures from the budget stimulated construction, which also supported railway transportation

The revival of economic activity underpins an increase in labor demand, which is leading to a gradual
improvement in employment and household income from labor

In September, the state budget deficit, excluding grants from revenues, remained significant
despite increased revenues. As expected, the primary sources of deficit financing were international aid
and domestic borrowings

In August, the merchandise trade deficit remained nearly unchanged from July. However, the current
account deficit expanded due to the grant from the US being shifted. Coupled with a reduction in
capital inflows under the financial account, this resulted in a decrease in reserves by the end of
August. Yet, reserves remained historically high, exceeding USD 40 bn

The yields on hryvnia assets remain attractive, even in the face of the nominal rate cuts. The NBU
saw an increase in its FX sales due to heightened net FX demand, primarily attributable to seasonal and
situational factors

The steady progress in reducing inflation, the accumulation of a significant level of international reserves,
the increase in the attractiveness of hryvnia assets allowed the NBU to move to a regime of managed )
flexibility of the exchange rate



https://bank.gov.ua/en/news/all/nbu-vprovadjuye-kerovanu-gnuchkist-obminnogo-kursu-scho-posilit-stiykist-valyutnogo-rinku-ta-ekonomiki
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Economic growth in Ukraine's MTPs is further slowing down, but
Inflation pressures remain persistent

Manufacturing PMI of selected countries CPl in selected countries and UAWCPI (price index in
MTPs of Ukraine), % yoy
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Source: S&P Global. Source: National statistical offices, NBU staff estimates.

= The slowdown in the economies of Ukraine's main trading partners (MTPSs), as evidenced by leading
indicators, was due to both a decline in manufacturing and a slowdown in the growth of the services
sector. European countries showed the worst performance among other MTPs

= Tight financial conditions amid a decline in new orders, including export orders, were significant factors
behind these developments

= Inflation pressures from Ukraine's MTP countries remained persistently high, especially in the services
sector. Input costs resumed rising due to higher energy prices, primarily for oil

National Bank
of Ukraine 4



Global energy prices, especially for crude oil, continued to rise
amid tight supply

World Brent oil prices (USD/bbl) and Netherlands U.S. ending stocks of crude oil, million barrels
TTF natural gas prices (USD/kcm)
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Source: Refinitiv. Source: U.S. Energy Information Administration, as of
22.09.2023.
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In September, oil prices accelerated their growth. The announcement that Saudi Arabia would extend
its voluntary oil production cuts and russia would extend its export cuts until the end of 2023, amid a
general output reduction by the OPEC+, heightened fears of an oil shortage. Only the weakness of the
global economy and increased production by Iran and the United States restrained price growth

Gas prices in Europe remained under pressure from rising prices in the Asian market due to increased
demand from China and India. Thus, as of the end of September, total gas imports by European
countries decreased by 22% yoy (according to Bruegel). At the same time, the accumulation of
sufficiently high levels of gas reserves (over 94%) in EU storage facilities restrained price growth



World prices for commodities prevailing in Ukrainian exports
were highly volatile under the influence of specific factors

Global steel and iron ore prices, USD/MT Global grain prices, USD/MT
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Source: Refinitiv, Delphica. Source: Refinitiv.

= Steel and iron ore prices in September were mainly driven by the seasonal autumn demand growth in
China and the Asia-Pacific countries (Indonesia, Vietnam, Thailand), as well as by restocking during
the pre-holiday period (the so-called Golden Week). However, weak demand in most regions of the
world restrained this growth, and the beginning of the holidays at the end of the month even adjusted
prices downward

= Wheat and corn prices moved in opposite directions. Wheat prices declined due to: significant supplies
of cheap grains from Russia; ships with Ukrainian grains leaving the Black Sea port through a
temporary humanitarian corridor; and the USDA's unexpected increase in wheat production figures in
the US. Corn prices, on the other hand, rose despite Brazil's record harvest. Rising oil prices supported
NationalBank  COrn as a feedstock for ethanol production. An additional factor was doubts about the potential for
oftkraine  yields and stocks in the US after the drought



Major CBs are debating how long to keep rates high, while more
% and more EM CBs are cutting rates

The number of FOMC members that expect the Key policy rates in selected EM countries, %
respective policy rate
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Source: Fed. Source: official web pages of central banks, Focus Economics,

Oxford Economics, as of 30.09.23.

= The Fed left rates unchanged in September, while the ECB, as expected, raised them by 25 bps. Both
CBs signaled readiness for further increases if needed (the Fed's rhetoric was more hawkish) and the
necessity to keep rates higher for longer. However, markets see no further rate hikes and anticipate rate
cuts in mid-2024. At the same time, The Bank of England and CB of Switzerland, contrary to
expectations, refrained from raising rates

= CBs of Poland and Peru have joined a large group of EM CBs that have started cutting rates. The CB of
Hungary has concluded 'the normalisation of the extraordinary interest rate environment’, closing the
gap between the one-day deposit tenders rate (which served as the policy rate) and the base rate
= At the same time, in September the CB of Turkey raised its key rate again (by 500 bps) and reiterated
National Bank  that it will continue the monetary tightening process, confirming a return to the orthodox policy

of Ukraine 7
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Consumer inflation continued to decelerate fast

Inflation* and inflation target, % yoy

Inflation expectations for the next 12 months,%
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* Data for September reflects nowcast.

Source: SSSU, NBU staff estimates.

* The dotted line indicates a change in the method of survey
for a telephone interview.
Source: NBU, GfK Ukraine, Info Sapiens.

= The faster deceleration in inflation was driven by a larger supply of foods, in particular fruits and
vegetables from the new, larger-than-expected harvest due to exceptionally benign weather conditions

= Underlying inflationary pressures also eased. This was driven by improved expectations given
exchange rate stability and reduced pressure from business costs

= According to the NBU’s estimates, inflation will continue to slow in September

National Bank
of Ukraine



The price growth of most food products has decreased, while
some products even grew cheaper

Selected CPI components*,% yoy Contributions to the annual change in food prices*, pp
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= Increased production of vegetables and watermelons owing to favorable weather conditions and
increased farming in certain regions led to a rapid decline in prices for these agricultural products

= Prices for cereals and flour also continued to decline amid low export prices and larger harvests than
last year. The decline in sunflower oil prices deepened due to lower global prices and difficulties with
exports, and in September, additionally due to a faster supply of new crops than last year amid
favorable weather for sunflower harvesting

= The growth rate of prices for other foods also declined due to further easing of pressure from business

nationalBank ~ COStS amid improved exchange-rate and inflation expectations
of Ukraine 10



Fuel prices continued to rise, while the administered price
inflation slowed

Fuel prices, UAH /L Contributions to the annual change in administered
prices, pp
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* Data for September reflects nowcast.
Source: minfin.com.ua, NBU staff estimates. Source; SSSU, NBU staff estimates.

= In August, fuel prices reached last year's levels, reflecting the effects of the return of full taxation amid
depleting stocks. According to the NBU’s estimates, fuel price growth accelerated in September amid
rising global oil prices

= Nevertheless, prices of transportation services kept benefiting from low fuel prices of the previous
months, with their growth continuing to slow

= The rise in prices for alcoholic beverages also slowed further amid favorable FX market conditions and
pressures from shadow supply

@ National Bt 1 e moratorium on raising tariffs for a number of utility services also restrained administered inflation
of Ukraine 1
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Harvest of late crops is exceeding expectations. High yields
support the food industry

Volumes of harvested grains and legumes, million Productivity of the main agricultural crops,
tons, cumulative centner/ha
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Source: MinAgro. Source: MinAgro.

= Adry and warm autumn speed up the harvesting works of late grains and oilseeds (the yields of which
exceeded expectations). The weather allows to reduce farmers’ drying costs, but restrains the sowing
of winter crops

= The high harvest of vegetables amid the lack of storage facilities stimulated their processing, in
particular at the restored capacities of the Kherson region. The arrival of the new harvest seasonally
supported oil production, whereas the decrease in oil prices and the high workload of rapeseed
processing plants in August restrained the increase in production

= The sugar-making season is gaining momentum. 30 factories are expected to operate (vs 23 in 2022).
Sugar production is expected to increase significantly

= Due to difficulties with the exports, investments in food processing are revitalizing: in September,
factories for the production of flour, fodder, and oil were opened

— : The production of dairy products, cheeses and butter revived thanks to the growth of domestic
ational Ban

of Ukraine demand. The situation on the meat market is improving, and meat processing is gradually recovering 13
after the seasonal slowdown in the summer



https://ukragroconsult.com/news/posushlyva-pogoda-v-ukrayini-brazyliyi-ta-avstraliyi-ta-doshhi-u-ssha-vplyvatymut-na-agrorynky-najblyzhchym-chasom/
https://latifundist.com/novosti/62741-minagro-vchergove-pereglyanulo-prognoz-vrozhayu-v-2023-24-mr
https://ukragroconsult.com/news/posuha-v-ukrayini-zavazhaye-sivbi-ozymyny-ale-spryyaye-znyzhennyu-sobivartosti-kukurudzy/
https://ukragroconsult.com/news/ukrayina-vyrostyla-dostatnij-vrozhaj-ovochiv-ale-infrastruktury-dlya-zberigannya-ne-vystachaye/
https://uprom.info/news/other/eat/stodola-zapustyla-novu-liniyu-z-pererobky-tomativ/
https://uprom.info/news/other/eat/u-posad-pokrovskomu-vidnovyv-robotu-konservnyj-zavod/
https://ukragroconsult.com/news/pererobni-zavody-znyzhuyut-zakupivelni-cziny-na-sonyashnyk/
https://ukragroconsult.com/news/czukrova-galuz-ukrayiny-czogo-roku-praczyuye-na-rekord/
https://ukragroconsult.com/news/v-ukrayini-ye-potenczial-dlya-eksportu-czukru/
https://ukragroconsult.com/news/fermer-zi-lvivshhyny-nalagodyv-pererobku-olijnyh/
https://ukragroconsult.com/news/novyj-boroshnomelnyj-kompleks-viliyi-mozhe-pereroblyaty-do-150-tonn-pshenyczi-na-dobu/
https://uprom.info/news/agro/ukrayinskyj-vyrobnyk-kormiv-dlya-tvaryn-pobuduye-shhe-dva-zavody/
https://ukragroconsult.com/news/fermer-zi-lvivshhyny-nalagodyv-pererobku-olijnyh/
https://infagro.com.ua/ua/2023/09/25/vnutrishni-prodazhi-svizhih-molokoproduktiv-siriv-ta-vershkovogo-masla-zrosli/
https://infagro.com.ua/ua/2023/09/18/ukrayinskiy-rinok-siru-deshho-pozhvavishav/
https://infagro.com.ua/ua/2023/09/04/voseni-tsini-na-maslo-mozhut-zrosti/
https://pigua.info/uk/post/news-of-ukraine-and-world/rinok-zivca-39-j-tizden

The revival in construction supported the growth of freight
transportation, while state orders underpinned engineering

Average daily production of steel, cast iron and Rail freight transportation, million tons
rolled steel, thousand tons
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In September, metallurgical production remained at the level of August against the background of
repairs of main facilities. At the same time, some metallurgical enterprises set up the production of new
products, in particular thanks to the demand from foreign customers and the defense sector

Also in September, some MPPs and iron ore enterprises resumed work thanks to the stable situation in
the energy sector and export orders; gas production companies launched a number of new facilities, in
particular at old fields, as well as discovered new gas fields

Orders for equipment for the military, coal mines and the agricultural sector supported mechanical
engineering, while state orders supported the production of buses and trains

The revitalization of the construction industry continued due the development of exports_logistics and
storage facilities by farmers, as well as the construction of roads and railway infrastructure. The launch
of restoring programs supported housing construction and the production of building materials

Railway freight transportation in September increased by 3% yoy, boosted by the domestic market
transportation (+35.5%), in particular of building materials (+77.3% yoy)



https://gmk.center/ua/news/kametstal-zupinila-na-kapitalnij-remont-domennu-pich-1m/
https://gmk.center/ua/news/pivnichnij-gzk-nalagodiv-virobnictvo-okatishiv-iz-vmistom-zaliza-ponad-65/
https://gmk.center/ua/news/metinvest-rozpochav-serijne-virobnictvo-stalevih-lovciv-lancetiv/
https://gmk.center/ua/news/suha-balka-vidnovila-vidobutok-na-shahti-im-frunze-pislya-majzhe-roku-prostoju/
https://gmk.center/ua/news/pokrovskij-gzk-virobiv-pershi-tonni-aglomeratu-na-bogdanivskij-aglofabrici/
https://uprom.info/news/metal/korisni-kopalini/u-serpni-ukrayina-zbilshyla-eksport-zaliznoyi-rudy-na-127/
https://ugv.com.ua/uk/page/ukrgazvidobuvanna-zapustilo-se-pat-sverdlovin-z-prirostom-500-tis-kub-m-gazu-na-dobu
https://ugv.com.ua/uk/page/ukrgazvidobuvanna-vidkrilo-nove-rodovise-iz-zapasami-1-mlrd-kub-m-gazu
https://uprom.info/news/ships/v-ukrayini-stvoryly-novyj-kater-dlya-speczpryznachencziv-z-innovaczijnogo-materialu-foto/
https://uprom.info/news/cars/ukrayinska-corum-group-vygotovyla-32-vagonetky-dlya-dtek-pavlogradvugillya/
https://uprom.info/news/cars/utem-zmk-vygotovyv-chergovyj-teplogenerator-dlya-agropromyslovoyi-kompaniyi/
https://uprom.info/news/cars/pershu-partiyu-avtobusiv-zaz-peredaly-shkolam-poltavshhyny-video/
https://uprom.info/news/cars/chergovyj-modernizovanyj-u-kyyevi-elektropotyag-spoluchaye-poltavu-krasnograd-ta-lozovu/
https://uprom.info/news/other/logistika/dva-suhi-porty-potuzhnistyu-3-mln-tonn-na-rik-buduyut-na-volyni/
https://ukragroconsult.com/news/na-chernigivshhyni-elevator-zbilshyt-potuzhnosti-do-23-tys-tonn-odnochasnogo-zberigannya-zerna/
https://uprom.info/news/other/infrastruktura/na-zakarpatti-vzhe-zmontuvaly-dvi-sekcziyi-modulnogo-mostu-cherez-richku-teresva/
https://www.uz.gov.ua/press_center/up_to_date_topic/618193/
https://propertytimes.com.ua/novosti/agentstvo_vidnovlennya_uklalo_pershi_dogovori_navidbudovu_zruynovanogo_zhitla_zaoschadzheno_45mln_grn
https://uprom.info/news/other/buduvannya/za-8-misyacziv-vyrobnycztvo-czementu-v-ukrayini-zroslo-na-30/
https://www.uz.gov.ua/press_center/up_to_date_topic/618472/

Consumer demand continued to grow

The number of taxi orders and online purchases of
goods, % of pre-war levels

The first registration of passenger cars, thousand
units
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= Trade picked up in September, partly reflecting a Components of the consumer sentiment index, p.
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= Against the background of the growth in domestic 20 t
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= Sales of new passenger cars in September

National Bank FEMAINed at the level of August, but were up by
@ of Ukraine 6794 yoy

Index of Current Personal
Financial Standing

From March 2023, the survey method was changed from face-
to-face to telephone interviews.
Source: Infosapiens.
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https://rau.ua/novyni/back-to-school-2023/
https://rau.ua/novyni/ukrainci-zakupki-energoobladnannja/
https://rau.ua/novyni/julija-jacenko-promodo/
https://rau.ua/novyni/faktori-diskaunteri-vtm-promo/
https://propertytimes.com.ua/novosti/vitorg_goteliv_kieva_zris_udvichi_bukovelyavtrichi
https://ukrautoprom.com.ua/stalo-vidomo-yak-zminyvsya-rynok-novyh-legkovykiv-u-veresni

Other types of economic activity have been also reviving, which,
however, was largely due to seasonality

NBU's business activity outlook index, p
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Source : opendatabot.ua, NBU staff estimates.
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Growing demand for workers amid economic recovery leads to
gradual improvement in employment

Labor demand, 4-week moving average, thousands
o;onew job offers
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Labor supply, 4-week moving average, thousands of
new resumes
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National Bokirce: work.ua, NBU staff estimates.
of Ukraine

Current status of those who had a job before
24.02.2022, % of responses
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®m Working at a new job ®m Working part-time
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Source: Rating.

The number of job offers continued to grow due
to both seasonality and economic recovery

At the same time, the number of resumes was
declining, which may reflect:

the gradual recovery of Ukrainians' employment
(according to the Rating survey, the share of
unemployed people who had jobs before the full-
scale invasion has decreased to 25%)

limited labor supply, in part due to migration and
mobilization 18
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Households’ incomes are growing mainly due to budget

payments

Indirect indicators for estimating real household
income*, % yoy
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* Deflated by CPI.

Source: PFU, SSSU, STSU, NBU staff calculations.

Self-assessment of household economic situation for
the last 6 months, % of responses
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m Deteriorated significantly Deteriorated slightly
m Difficult to answer ® Has not changed
® Improved slightly = Improved significantly

Source: Rating.

= Household incomes are growing moderately, supported by social payments and payments to the
military, as well as by the recovery in economic activity, which in turn is leading to a gradual renewal of

wage growth in the private sector

= At the same time, the situation with wage income in the private sector remains difficult. According to a
September survey by the Rating, more than half (60%) of respondents believed that their financial
standing had worsened over the past year, while only 4% said it had improved

ank
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https://ratinggroup.ua/research/ukraine/dvadcyat_chetverte_zagalnonac_onalne_opituvanny_ukra_na_v_umovah_v_yni_nastro_ta_ekonom_chne_stanovi.html

The adaptation of migrants abroad continues, although a
significant number of migrants still want to return

Number of Ukrainian citizens granted temporary
protection status in EU, million persons

4.5

40

30 1 1 1 1 1 1 1 1 1 1 1

08.22 10.22 1222 0223 04.23 06.23

Source: Eurostat.

"Would you like to stay abroad for permanent
residence?", % of answers

by employment status
Do not work 41
Working in Ukraine 35
Working abroad 27
: 0% 20% 40% 60% 80% 100%
by income of refugees
Low-income ] 42
Middle-income 33
High-income 22
_ 0% 20% 40% 60% 80% 100%
Source: Rating.
mYes ] ] ] [ No

= According to Eurostat, the total number of Ukrainian citizens granted temporary protection is slowly
increasing. However, according to the UNHCR, the number of migrants outside Ukraine has slightly
decreased throughout the summer (to 6.2 million as of 3 October, compared to 6.3 million in June).

= According to a July poll by the Rating Group, 49% of Ukrainians who moved abroad after the full-scale

invasion would not like to remain there. However, the adaptation of migrants continues, and according
to polls, the share of those who plan to return is relatively lower among migrants who find it easier to
adapt (due to language skills, quick employment, education, etc.)

National Bank
of Ukraine
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https://ratinggroup.ua/files/ratinggroup/reg_files/rl_refugees_from_ukraine_in_the_eu_082023_ua.pdf
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The budget deficit remained considerable

Main state budget indicators* (monthly), UAH bn State budget deficit financing**, UAH bn
500 200 = UAH gov't
bonds & bills
400 150
= NBU gov't
300 100 bonds & bills
200
50 FX gov't
100 bonds & bills
(eq. in UAH)
0 0 m External
-100 borrowings
-50 (eq. in UAH)
-200 m Other
-300 -100 financing
01.21 05.21 09.21 01.22 05.22 09.22 01.23 05.23 09.23 -150 O Deficit (*-"
mmm Balance ——Revenues Expenditures 1]2[3]als[e|78[ohciinaa[2]3]4]s|s[7]s]o| ~surplus)
2022 2023

* Dotted and patterned fillings show relevant indicators excluding grants. Balance includes net lending. ** Debt transactions are
net borrowings. Other financing represents active operations (in particular, includes the change in volumes of gov't funds) and
privatization proceeds.

September — preliminary and high-frequency data from the MFU website. NBU calculations based on the MoF website data.
Source: Treasury, MoF, NBU staff calculations.

= |In September, the state budget deficit, excluding grants from revenues, remained unchanged from the
previous month: an increase in revenues was offset by the rise in expenditures. In the first nine months of
2023, the deficit reached over UAH 1,164 bn (UAH 801.6 bn with grant financing)

= |nternational aid played a crucial role in covering budget needs: about USD 3 bn in September and a total
of USD 32.6 bn since the beginning of the year, including nearly USD 10 bn in grants.

= Additionally, domestic borrowing has become a significant source of budget financing this year thanks to
attractive yields and the ability of banks to use benchmark domestic debt securities to meet reserve

National Bank :
@ of Ukraine requirements


https://www.mof.gov.ua/uk/news/u_veresni_do_zagalnogo_fondu_derzhbiudzhetu_nadiishlo_1441_mlrd_grn-4223

Revenues are gradually improving thanks to increased tax
proceeds and own income of budget institutions ...

Revenues* of the state budget’s general fund, Revenues of the state budget, UAH bn
UAH bn
240 250
200 200
160 150
120
100
80
50
40
0 0 ' ' '
01.21 05.21 09.21 01.22 05.22 09.22 01.23 05.23 09.23 01.21 05.21 09.21 0.1.22 05.22 09.22 01.23 05.23 09.23
m Other revenues  m Domestic VAT ® Import VAT Special fund
General fund
i =P ®Grants e General fund excluding grants

* September — preliminary and high-frequency data from the MFU website. NBU calculations based on the MoF data.
Source: Treasury, MoF, NBU staff calculations.

= The growth in tax revenue can be attributed to economic factors, such as the revival of economic activity,
increased imports of goods, and rising energy product prices. Additionally, improved tax administration
played a role

= The substantial increase in special fund revenues is likely due to higher own income of budget
institutions. This increase may reflect ongoing voluntary contributions from individuals and legal entities
and increased demand for educational services this year

National Bank

of Ukraine
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... however, the expenditures are rising rapidly

Contributions to annual changes in expenditures of Expenditures of the state budget, UAH bn
the state budget*, pp (functional classification) (economic classification)
200 450 o
160 400 i o
350 (|
120 300 Expenditures a
80 250
200
40 150
0 B 100
50
-40 0
01.21 05.21 09.21 01.22 05.22 09.22 01.23 05.23 09.23 01.21 05.21 09.21 01.22 05.22 09.22 01.23 05.23 09.23
Social security m Health care "
® Education ® General public services :\Ié\i;gs?gns : ?)A;Irllfrryégéli%\{vggﬁgﬁts
= Economic activity m Defense and security ® Goods and sevices Other current expenses
= Other ® Capital expenditures

* September — preliminary data from the MoF website. NBU calculations based on the MoF data.
Source: Treasury, MoF, NBU staff calculations.

= In September, monthly amount of state budget expenditures reached another record high. Defense and
security and social care remained the top priority spending directions (more than 64% and almost 13% of
all expenditures in January - August 2023, respectively)

= Capital expenditures also continued to increase, given to need to implement the infrastructure projects
and carry out repair works

National Bank
of Ukraine 24
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Ukraine: Balance of Payments



As the grant from the US was shifted to September, the current
account deficit widened in August

Current account balance, USD bn

Current account balance

01.21 07.21 01.22

Other operations
Official grants
E Interest payments
m Dividends and reinvested earnings
m Remittances (gross)
Services (net)
®m Goods (net)

Source: NBU staff calculations.

07.22 01.23 08.23

Trade in goods balance, USD bn

1 IR TR

erchandise trade balan

01.22 04.22 07.22 10.22 01.23 04.23

Other goods
® Industrials
m Ores&Metallurg. products
® Foods

08.23

= Machinery
® Chemicals
Energy

Source: NBU staff calculations.

= The expansion of the goods trade deficit decelerated in August, thanks to increased supplies from the
new harvest, even though the “grain corridor” ceased operations

= However, the current account deficit significantly widened as the receipt of another grant from the US

was shifted to September

National Bank
of Ukraine
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Further expansion in shipments through alternative routes and
seasonal increase in supply bolstered export growth

Exports of selected agro-industrial products*, mt Exports of ores&metallurgical products, USD bn
8 0.9
7 0.8
6 0.7
5 8.6
4 5
0.4
3 0.3
2 0.2
1 0.1
0 W@ ; 0.0
03.22 06.22 09.22 1222 03.23 06.2308.23 03.22 06.22 09.22 1222 03.23 08.23
m Grain corridor Danube ports  m Other routes
. . . : ® Metallurgical product m0
* Grains, oilseeds, sunflower and soybean oils, oil cakes. elallurgical products res
Source: Ministry of Agrarian Policy and Food of Ukraine, Black
Sea Grain Initiative JCC. Source: NBU.

National Bank
of Ukraine

Despite the termination of the “grain corridor” operations, food exports increased in comparison to July.
This can be primarily attributed to the seasonal rise in rapeseed supplies and record shipments of
rapeseed oil. This growth was facilitated by the continued expansion of transshipment volumes at the
Danube ports and intensified exports through rail and road transport

However, there were factors that hindered the growth of food exports. These included a decrease in
wheat prices due to its lower quality and an increase in freight rates at the Danube ports, which
occurred against the backdrop of ongoing terror attacks by russia

Exports of ores and metallurgical products remained nearly unchanged compared to July. The increase
in iron ore supplies was offset by a decline in its prices in the European market. Additionally, the lowest
pig iron supplies since April 2022 were compensated by an increase in shipments of seamless pipes

27



Imports of goods increased due to therise in petroleum prices,
% coupled with high demand from farmers and the defense sector

Non-energy imports, USD bn

5

4

1

Imports of selected goods, change compared to
previous month, USD m

0O 5 10 15 20 25 30

Oilproducts

—
Fertilizers

Motorcars

Ferrous metals

I Clothing

Electrical machinery

.l_l_-_lj_-_-_-_I_-_-...-_I_l_I_l_._._.. Plastics

° 01.22 04.22 07.22 10.22 01.23 04.23 08.23 Footwear
® Motor cars Other machinery Tobacco
m Chemicals ® Foods&Industrials Iron or steel articles
m Metallurgy Other goods
Source: NBU staff calculations. Source: NBU.

National Bank

of Ukraine

In August, farmers increased their fertilizer imports in preparation for the upcoming autumn sowing
campaign. The rise in the purchases of industrial goods and dual-purpose products reflected strong
demand from the defense sector. Imports of metallurgical products continued to grow due to increased
construction activity. Additionally, the volume of humanitarian aid provided to Ukraine rose

The imports of new cars reached their highest level since the start of the full-scale invasion, while used
cars — since June 2022

The imports of energy products increased in response to the rising prices of petroleum products in the

European market and a boost in electricity imports, driven by a shortage caused by hot weather
28



International reserves remained at a substantial level

International financial assistance since the beginning International reserves, USD bn
of the full-scale war, USD bn

¢ Total: USD 64.9 bn. 45
2022: USD 32.2 bn 40
5 [2023: USD 32.7 bn 35
30
4 25
3 20
5 15
10
1 5
0
0
AN AN NN ANANNANANANOOOOOOO OO ™M S CF\|I Si 8 \0—°| 8 ﬁ g
NANANNNNNNNNNNNNNNNNA Qo o o =] o o =] e
N ITOWLON~NODODOANATAAN MO ON OO N N N N N N N o
cNoNoNoNoNoNeol_ BB NeoelNoNolNolNolNeolNolNole
® Loans and guarantees Grants IMF m Net international reserves IMF credit
Source: open sources data, MoFU, NBU Source: NBU

National Bank
of Ukraine

In August, the international aid received (another tranche of USD 1.6 bn in macro-financial assistance
from the EU) was lower than that of July. This led to a reduction in capital inflows to the public sector

In addition, a moderate outflow from the private sector resumed due to the repayments of trade credits
debt to non-residents and higher growth in FX cash outside banks

The widening of the current account deficit and reduced capital inflows under the financial account
(USD 1 bn) led to a decrease in reserves. However, they still stood at above USD 40 bn at the end of
August. The receipt of a grant from the US and another EU tranche in September are likely to maintain

the current reserve level
29
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FX market situation remained under control thanks to the NBU’ s
active participation

Bank clients’ FX transactions and NBU Hryvnia exchange rates, UAH per USD
interventions*, USD bn

0.5 45

0.0

-0.5 40

-1.0

-1.5

2.0 35

-25

-3.0 30

-3.5

-4.0 25 .

0122 06.22 11.22 04.23 09.23 03.22 07.22 12.22 04.23 09.23
= NBU's interventions ® Balance of customer operations Cash market ask

Gray market ask

* Net sale and purchase of noncash and cash foreign currency — — Official exchange rate

by bank clients (Tod, Tom, Spot).
Source: NBU. Source: NBU, open data sources.

= |n September, net FX demand increased in response to seasonal and situational factors. This also led

to slight weakening of the FX cash exchange rate and some widening of the spread between official
and gray market exchange rates

= The NBU intervened FX market to cover the demand for foreign currency. This together with the effects
of FX liberalizations, which allowed to increase foreign currency flows between markets, resulted in
spread narrowing by the end of the month

= The steady progress in reducing inflation, the accumulation of a significant level of international
reserves, the increase in the attractiveness of hryvnia assets allowed the NBU to move to a regime of
managed flexibility of the exchange rate. Despite the new regime, the NBU will continue to focus on
ank  maintaining exchange rate sustainability and by significantly limiting exchange rate fluctuation through31
FX interventions



https://bank.gov.ua/en/news/all/nbu-vprovadjuye-kerovanu-gnuchkist-obminnogo-kursu-scho-posilit-stiykist-valyutnogo-rinku-ta-ekonomiki

Despite nominal rate cuts, the profitability of hryvnia deposits
remains attractive,...

Ukrainian Index of Retail Deposit rates*, % Retail deposits, share in total, %

16 60
55 L Growth due to
fixing the official
exchange rate at a

14 50 L

12 45 new level
40 F
10 35
30
8 25 |
20 : ; :
6 - 01.20 07.20 01.21 07.21 01.22 07.22 01.23 07.23
06.22 08.22 10.22 12.22 02.23 04.23 06.23 08.23 10.23 ——Share of the term deposits in total hryvnia retail
=3 months =6 months 9 months =12 months deposits _ o
- Share of the FX deposits (dollarization)
* 5-day moving average.
Source: Thomson Reuters. Source: NBU.

= |n September, interest rates on hryvnia term deposits of individuals decreased moderately, reacting to
easing of interest rate policy. However, their level (more than 14%) allows to cover the expected
inflation

= The share of retail term deposits continued to grow. The certain suspension of this dynamics in July is
explained by the reclassification of term deposits (redeemable at notice) by individual banks

National Bank
of Ukraine



... as well as the yields on hryvnia domestic government debt

securities

Placement* and redemption of domestic government

T-bills & bonds, UAH bn and YTM
60

50 |
40
30 |

20
10 k
0

m Benchmark securities

® Placement

Redemption (excl. NBU)

* Excluding hryvnia domestic government T-bills & bonds
issued in December for recapitalization of Ukrfinzhytlo.
Source: NBU.

Yields on hryvnia domestic government T-bills &

bonds, %
30
25 ~ . LJ . . R
20 B : ° °° LN e _®
15 + .o
10 F
5 -
O 1 1
01.21 0721 0122 07.22 01.23 09.23
—Upto 1Y, primary market
More than 1Y, primary market
e UptolY, secondary market
* More than 1Y, secondary market
Source: NBU.

= |n September, the NBU expanded the list of benchmark securities to further support the government’s

efforts to increase domestic borrowings

=  For 9 months 2023, the volume of hryvnia borrowings in the domestic market amounted to 120% of

annual repayment

= Profitability in the secondary market is nearly on par with the primary market

National Bank
of Ukraine



