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National Bank support provided to the energy sector, helped reduce NBU interventions in the FX market

of Ukraine

Summary

Global economic growth continued to slow down. This have eased price pressures, primarily for crude oil and
commodities that are essential for Ukrainian exports. As a result, major CBs are leaning towards slowing the pace
of rate hikes, whereas EM CBs seek to gradually end their tightening cycles

Consumer inflation in Ukraine shows signs of stabilization (26.5% yoy in November compared to 26.6% yoy
in October). It was restrained by the expansion of food supply, weak consumer demand, including due to power
outages, convergence of the cash hryvnia exchange rate to the official and stabilization of inflation expectations,
unchanged utility tariffs. Instead, inflationary pressures were supported by the consequences of war and russia's
terrorist attacks, in particular the shortage of electricity

The shortage of electricity as a result of large-scale shelling of energy facilities leads to a weakening of economic
activity, a reduction in production and an increase in business costs. At the same time, the business is trying to
adapt to the restrictions: buys generators and shifts production to night shifts. The operation of the grain corridor,
the completion of the harvest and the liberation of Kherson support economic activity

Power outages also worsened the state of the labor market: both the demand for and supply of labor have
weakened. Nominal wages have approached the level of last year, but real wages have significantly decreased,
especially in the private sector. The risks that emigration will intensify have increased

The state budget deficit continued to widen due to sizable expenditures and weak revenues. As in the previous
periods, international aid and the purchase of war bonds by the NBU were the main sources of financing the deficit

In October, the CA recorded a deficit as there were no grants received, and the negative balance for trade in
goods expanded. However, thanks to significant amounts of loans received from foreign partners, there was a
capital inflow registered under the financial account, and reserves increased to USD 25.2 bn as of the end of
October. In November, reserves continued to grow thanks to international aid and reached USD 28 bn at the end of
the month. This level exceeds the one Ukraine had at the beginning of the full-scale war

The attractiveness of hryvnia assets continues to increase in response to maintaining the key policy rate
unchanged since June. An improved capacity of the FX market to balance itself thanks to the seasonal factors,
proceeds received due to the functioning of the ‘grain corridor’, and inflows of international aid, including the
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Global economic growth continued to slowdown and led to a
weakening of price pressure

Manufacturing PMI of selected countries CPl in selected countries and UAwWCPI of MTP
countries, % yo
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Source: S&P Global. Source: National statistical offices, NBU staff estimates.

= The current decline in economic activity is the steepest since the global financial crisis (excluding
pandemic quarantine periods). The slowdown of the Chinese economy due to the ‘zero Covid’ policy
and russia’s invasion of Ukraine are significant reasons for this decline

= Business sentiment remained record negative, new orders declined, and demand continued to contract
sharply. Reduced demand due to fewer new orders has played an important role in reducing pressure
on supply chains. In some countries, order fulfillment time by suppliers have even improved for the first
time since the beginning of the pandemic

= In general, among the 37 MTP-countries of Ukraine, which are monitored by the NBU, almost half saw

National Bank

of Ukraine inflation slowing 4



Global energy prices were under downward pressure from weak
demand this fall, but gas rebounded

World Brent and Urals oil prices (USD/bbl) and
Netherlands TTF natural gas prices (USD/kcm)
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Source: Refinitiv, Bloomberg.
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U.S. ending stocks of crude oil, million barrels
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Source: U.S. Energy Information Administration, as of 25.11.2022

= Qil prices fell due to weak global demand. It was kept
from a deeper fall by the rapid reduction of strategic
reserves in the US, limited exports by OPEC+, and the
beginning of the EU embargo on the purchase of russian
oil by sea

= Implementation of G7+ Australia price cap on russian oil
(at 60 USD/bbl) from 5 December may provoke supply
restrictions by russia in the European market (temporary
cost rise of petroleum products, which will also be passed
through to their price in Ukraine) and further sales of
cheap russian oil in the Asian market

= Natural gas prices resumed growth in November due to
the cold weather in Europe. However, the growth of
prices is restrained by practically full gas storages



mainly decreased amid the reduction of deficit in the markets

% Global prices for commodities that are essential for Ukrainian exports

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

HauioHanbHui
GaHK Ykpaluu

Global grain prices, particularly for wheat and corn, fell due to the extension of the grain corridor for
120 days, the end of the harvest in the US and active Brazilian exports

Global steel and iron ore prices declined due to weak demand in most regions of the world, significant
stockpiles against previously lower prices and increased supply. Slight optimism against the
background of China's announcement of measures to support the real estate market, including through
bonds for private companies, slightly corrected ore prices upwards
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Major CBs are leaning towards slowing the pace of rate hikes,
whereas EM CBs seek to gradually end their tightening cycles

The expected level of the ECB* and Fed policy rate Key policy rates in selected EM countries, %
hikes at December 2022 Meeting, % of respondents/ 30
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Source: Reuters poll, conducted Nov 15-21, 62 analysts Source: official web pages of central banks, Focus Economics,
responded; CME FedWatch Tool, as of 05.12.2022. Trading Economics, as of 05.12.22.

National Bank
of Ukraine

The ECB and Fed hiked rates by 75 bps in sync at their latest meetings and will continue monetary policy
tightening to tame inflation pressures. At the same time, the possibility of slowing the pace of rate hikes is
being considered

Experts and financial market participants expect a 50-bp hike at the next meeting and terminal rates to be
reached in Q1 2023

Meanwhile, more and more EM CBs (in particular, Banks of the Philippines, Indonesia, Colombia, and
Chile) joined the countries whose tightening cycles are likely coming to an end

In contrast, the CB of Turkey completed its monetary policy easing after cutting the rate by 300 bps at the
last two meetings. The CB of China loosened its monetary policy with reserve requirement ratio cut, just
after another round of measures to support the real estate sector 7
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In Ukraine, inflation shows signs of stabilization, while its further
% acceleration was expected

Inflation and inflation target, % yoy Inflation expectations for the next 12 months,%
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* The dotted line indicates a change in the method of survey
for a telephone interview.
Source: SSSU, NBU staff estimates. Source: NBU, GfK Ukraine, Info Sapiens.
= Inflation in November (26.5% yoy) remained almost at the level of October, reflecting the effects of
expanded food supply, including probably under the influence of temporary factors due to electricity
shortages, de-occupation of the territories, weak consumer demand, convergence of the cash hryvnia
exchange rate to the official one and stabilization of inflation expectations

Core CPI —|nflation target

= The latter, however, improved for some groups of respondents in November, which can be explained
by the stabilization of the cash hryvnia exchange rate and, probably, by revision of expectations
towards a longer period of unchanged tariffs for housing and utility services

= At the same time, inflation remained high due to the consequences of russia's full-scale war against
Ukraine, including disruption of supply chains, destruction of production facilities, reduction in the

'gfgﬁp;i;gank supply of goods and services, the increase in business costs, electricity shortage



Expansion of food supply and weaker demand currently
outweigh the effects of high production costs

Selected CPl components,% yoy Contributions to the annual change in foods prices,
PP
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Source: SSSU, NBU staff estimates. Source; SSSU, NBU staff estimates.

= The growth of prices for raw foods slowed down under the influence of the extended supply of borsch
vegetables, fruits and cereals

= Weak consumer demand, including due to power outages, stabilization of the hryvnia cash exchange
rate and inflation expectations, as well as further de-occupation of territories, in particular Kherson
region, also had an additional effect.

= This outweighed the impact of higher production costs, in particular due to shelling of the energy
infrastructure

National Bank
of Ukraine



Fuel prices were first to react to electricity shortage

Contributions to the annual change in administered Fuel prices, UAH /L

prices, pp
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Source: SSSU, NBU staff estimates. Source: minfin.com.ua, NBU calculations.

National B
of Ukraine

= Fuel prices increased in late November amid higher selling costs and growing demand. However, the
year-on-year deceleration continued (to 59.4% yoy in November) on the back of relevant trends in
global oil markets

= Administered inflation is supported by accelerated growth of prices for alcoholic beverages (due to
increased production costs for energy, raw materials and packaging)

= |Instead, administrative inflation was restrained by a moratorium on raising tariffs for natural gas and
heat for the households, as well as increased competition from illegal products, which limits the growth
of prices for tobacco products

ank
11



KRR KA AR

i
A
AAAAARAARAARAARA

Y

AN
T
ANARARANRXGRXRAXRXRNAK
ARG

i
SRR
Y
i
it
it
it
At e
it
it
it
i
it
it
it
i
it
AR AAARARAA
K

....... Y \

VAAAAA/
T A AR

N

iR
B
AR ANANARAR
Y

h
T
T
AR AR

N

QR
SN NS

Ukraine: Economic activity



Electricity shortage due to russia's massive attacks on energy
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Source: Ukrenergo.
Top-5 the most important business problems, %
of answers
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sector interrupted the recovery of economic activity, which had
been going on since the spring,...

NBU's business activity outlook index, p
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—Trade —Services
Survey was not conducted from March to May 2022.

Source: NBU.

= |n November, large-scale shelling of energy
facilities caused a significant shortage of
electricity. The situation was complicated by the
increase in consumption due to the cold weather

= Power outages have become the second most
important problem for businesses after price
increases (51% of respondents indicated, IER).
Due to a shortage of electricity, 18% of
respondents stopped working and bear significant
losses, 28% note a drop in turnover (Advanter)

= While some businesses are adjusting to the
restrictions, there are growing signs that the
recovery in economic activity has stalled

11.22
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https://kosatka.media/uk/category/elektroenergiya/news/minenergo-vse-aes-ukrainy-i-bolshinstvo-tes-i-ges-byli-obestocheny

National Bank
of Ukraine Source: opendatabot.ua.

...as evidenced by a number of high-frequency indicators

Average daily production of steel, cast iron and
rolled steel, thousand tons
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The industry suffers the most, which is partially compensated by
budget orders for engineering

The shortage of electricity limits the work of both the manufacturing and service sectors

To reduce the load on the power system in November, a number of metallurgical and mining
enterprises reduced production facilities or shifted production to night hours

Power outages slowed down the recovery of a number of areas of the food industry (dairy and meat
processing)

After facility reduction due to power supply interruptions, operating chemical plants are reluctant to
restore them

Low demand for housing, increased production costs, and power outages restrain construction work
and the production of building materials

At the same time, the energy crisis supports mining activity, while military needs support
engineering

National Bank
of Ukraine

In November, new gas wells were started; control over the drilling rigs of the de-occupied territories
returned; individual mines increased capacity

A number of manufacturers of special equipment and trucks in November continued to meet the needs
of utility workers, repairmen, firefighters, etc.

The need to compensate for the destroyed public transport supported the production of buses and
trolleybuses, the restructuring of logistics boosted the production of trucks and grain transportation
platforms, the restoration of infrastructure supported the demand for domestic construction equipment
and gasoline trucks

As the industry adapts to the needs of wartime, the production of military goods, equipment and drones
by both state-owned enterprises of military industry and private enterprises is gaining momentum

15


https://gmk.center/ua/news/arselormittal-timchasovo-zupiniv-viplavku-stali-ta-virobnictvo-prokatu/
https://gmk.center/ua/news/sentravis-perenis-osnovnij-vipusk-produkcii-na-nichni-zmini/
https://elevatorist.com/novosti/15640-v-razi-podalshih-atak-na-energetichniy-sektor-ukrayinski-oezi-rizikuyut-zupiniti-robotu
https://infagro.com.ua/ua/2022/11/02/obmezhennya-energopostachannya-ta-tsinovi-trendi-rinku-yes-vplivayut-na-dinamiku-tsin-ukrayinskogo-rinku/
http://asu.pigua.info/uk/news/1212/?type=asu
https://agroportal.ua/ru/news/novosti-kompanii/rivneazot-napolovinu-vidnoviv-robotu
https://www.epravda.com.ua/news/2022/11/29/694388/
https://www.epravda.com.ua/news/2022/11/29/694386/
https://www.epravda.com.ua/news/2022/11/8/693585/
https://ugv.com.ua/uk/page/ukrgazvidobuvanna-povernulo-kontrol-nad-burovimi-verstatami-aki-blizko-semi-misaciv-perebuvali-na-okupovanih-teritoriah
https://uprom.info/news/metal/korisni-kopalini/dtek-z-pochatku-roku-vviv-u-robotu-25-novyh-vugilnyh-lav/
https://alfateks.com.ua/news/bagatofunkcionalna-komunalna-texnika-vidvantazhena-na-adresu-zamovnika-do-sumsko%d1%97-oblasti/
https://thk.kiev.ua/ua/news/tehkomplekt-prodav-pershij-avtokran-xcmg
https://uprom.info/news/cars/pidpryyemstvo-z-chernigivshhyny-vygotovylo-partiyu-pozhezhnyh-mashyn-dlya-dsns-ukrayiny/
https://uprom.info/news/cars/chernigivshhyna-otrymala-partiyu-shkilnyh-avtobusiv-zaz-video/
https://uprom.info/news/cars/u-vinnyczi-vygotovyly-pokrashhenu-versiyu-trolejbusa-vinline-foto/
https://agrotimes.ua/tehnika/agsolko-ukrayina-vygotovlyatyme-zernovozy-na-bazi-sitrak/
https://gmk.center/ua/news/dmz-karpati-v-lipni-zhovtni-vigotoviv-100-platform-ievropejskogo-gabaritu/
https://thk.kiev.ua/ua/news/u-remonti-stolichnih-dorig-aktivno-zastosovujut-avtopalivozapravniki-vid-tehkomplekt
https://uprom.info/news/vpk/ukroboronprom-nalagodyv-vyrobnycztvo-snaryadiv-radyanskyh-kalibriv-ta-min/
https://uprom.info/news/vpk/v-ukrayini-rozroblyayut-punkt-upravlinnya-bezpilotnykamy-shark/
https://uprom.info/news/vpk/u-dnipri-vygotovlyayut-bezpilotnyky-glybynnoyi-rozvidky-chaklun-video/

Consumer demand remains subdued, although hyped demand
for energy-related products supported e-commerce

Indicators of taxi operation and online purchase of Components of the consumer sentiment index, p.
goods, % of pre-war level 100 .
T A AL
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Dotted line denotes change of interview method from face-to-

Source: Opendatabot (Bond taxi service and Khoroshop face to telephone interviews

service). Source: Infosapiens.

= Despite hyped demand for autonomous energy The first registration of passenger cars, thousand units
products and Black Friday discounts (which 120 12
especially supported the online retail segment), 100 The effect of customs clearance of 10
activity in the trade and service sectors is used cars on foreign registragon
restrained by power outages and weak 80 8
consumer demand due to a reduction in real 60 6
household incomes 40 4

= After the shelling on 16 and 23 November, the 20 2
turnover of cafes and restaurants decreased by
an average of 8%; the capital's housing rental 0 ' ' ' ' 0
market has shrunk by 27% since the start of the 011 ~ 0L19 0120  Ol2l 0122 192
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Source: Ukravtoprom.


https://rau.ua/novyni/popit-na-generatori-zris-epicentr/
https://rau.ua/novyni/novini-partneriv/kupujut-na-black-friday-2022/
https://www.epravda.com.ua/news/2022/11/30/694427/
https://t.me/bird_official/275

Economic activity is supported by agriculture and the liberation
of Kherson

Harvest volumes as of 9 December 2022, million tons Freight transportation by railway, million tons
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* October 2022 IR. Source : SSSU, Rail.insider, UZ.
Source: MinAgro, SSSU, NBU staff estimates.

= Harvesting of most late crops is almost completed, although due to high humidity, some farmers are
postponing corn harvesting. The sugar-making season continues, significant external demand stimulates
the production of oil for export (thanks to the operation of the grain corridor)

= Agriculture (except for animal husbandry) to a lesser extent experiences power shortages (except for
animal husbandry), but their production costs are also increasing

= The de-occupation of Kherson oblast and the continued return of businesses to the de-occupied
territories of Kharkiv, Donetsk and Luhansk oblasts supported passenger transportation, trade, and postal
services

HauioHanbHui —_—
GaHK Ykpainu 17



https://graintrade.com.ua/novosti/tempi-zbirannya-vrozhayu-ta-jogo-eksportu-z-ukraini-znachno-postupayutsya-torishnim.html
https://agrotimes.ua/agromarket/na-lvivshhyni-vygotovyly-871-tysyach-tonn-czukru/
https://agravery.com/uk/posts/show/sonasnik-zdorozcav-na-800-grnt-za-tizden
https://rau.ua/novyni/biznesi-vzhe-pracjujut-hersoni/
https://uprom.info/news/other/logistika/do-hersona-prybuv-pershyj-z-pochatku-povnomasshtabnogo-vtorgnennya-potyag-z-kyyeva/
https://rau.ua/novyni/biznesi-vzhe-pracjujut-hersoni/
https://www.epravda.com.ua/news/2022/11/8/693583/
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Power shortages weakened labor demand...

Labor demand, 4-weeks moving average
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Source: work.ua, opendatabot, NBU staff estimates.

Transfers from the SSC* and the average wage from
which contributions were paid, % yoy in real terms
30

20
10
0
-10

01.20 07.20 01.21 07.21 01.22 06.22 11.22

—\Nages Total SSC =——SSC by private sector

3 Hauwmm!:or the private sector, the accrual to the consolidated

sanx Vepaieydget is deducted from the total revenues of the SSC.
Source: SPFU. SSSU. NBU staff estimates.

Labor supply, 4-weeks moving average
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—New resumes work.ua,
Job search index*, 01.01.20=100

— Search for work abroad index**, 01.01.20=100
IT candidates djinni, thnd

* Includes job search queries in Ukrainian and Russian. ** Includes

search requests for jobs in Poland, the Czech Republic, Russia and

Germany in Ukrainian and Russian from Ukraine.

Source: work.ua, Opendatabot, Google Trends, NBU staff estimates

= The decrease in the number of vacancies on job

search sites has deepened. Resume growth has
also weakened (except for IT and job searches
abroad). The liberation of Kherson boosted a
number of vacancies in the region

= Nominal wages have approached the level of
last year, real wages have significantly
decreased, especially in the private sector.
Payments to public sector employees, including
military personnel, are restraining the
deterioration of household welfare 19



https://bazilik.media/pislia-zvilnennia-khersona-kilkist-propozytsij-roboty-v-oblasti-zrosla-majzhe-vtrychi-doslidzhennia/

... and worsen working and living conditions, preventing the
return of migrants

Number of citizens who crossed the border of Plans regarding return to Ukraine, % of responses
Ukraine and weekly changes, millions of people 100%
1 = Not sure
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Stayed et Retured $8r:858882% posshle
Source: UNHCR. SourceGiadus.g ¥ & 885 F
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According to UNHCR data, as of 6 December 2022, 16.1 mn people left Ukraine, and 8.3 mn returned.
Temporary protection status in the EU have been received by 4.8 mn persons. According to the IOM, at
the end of October the number of IDPs was 6.5 mn, of which 3.5 mn were registered as IDPs on 27
November

Missile strikes on the infrastructure, which caused power outages, as well as the onset of cold weather
negatively affected the desire of migrants to return as soon as possible. A share of those who plan to
stay abroad has increased. People who have already found a job abroad are less likely to return

Lack of funds, difficulties in finding housing and work remain the main problems of migrants both
abroad and inside Ukraine. The lack of work has a particularly negative effect on IDPs - according to
the Gradus survey, 39% of IDPs cite it as a problem, compared to 26% of those who stayed and 28%
of those who left the country 20



http://data2.unhcr.org/en/situations/ukraine
https://displacement.iom.int/reports/ukraine-displacement-report-area-baseline-report-raion-level-round-16-october-31st-november
https://displacement.iom.int/reports/ukraina-zvit-pro-povernennya-v-ukraini-zhovten-2022-roku
https://mbiz.censor.net/news/3385507/mayije_polovyna_pratsevlashtovanyh_ukrayinskyh_bijentsiv_u_polschi_ta_nimechchyni_hochut_zalyshytys
https://gradus.app/documents/317/Gradus_EU_wave_12_UA.pdf
http://data2.unhcr.org/en/situations/ukraine
https://gradus.app/documents/301/Gradus_EU_wave_10_UA.pdf
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Ukraine: Fiscal sector
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The state budget deficit widened to a record high and was
covered mainly by international financing

Main State budget indicators*, UAH bn State budget balance financing**, UAH bn
350 210 = UAH gov't bonds
300 F 180 & bills
250
150 = NBU gov't bonds
200 & bills
150 120
FX gov't bonds &
128 90 bills (eqg. in UAH)
60
0 m External
-50 30 borrowings (eq. in
UAH)
-100 0 m Other (gov't
-150 -30 deposits)
-200 P
02.21 05.21 08.21 11.21 02.22 05.22 08.22 11.22 -60 O Deficit (-
surplus)
mmm Balance ——Revenues Expenditures )

01.22 03.22 05.22 07.22 09.22 11.22

* Dotted and patterned fillings show relevant indicators excluding grants. ** Debt transactions are net borrowings.
November — preliminary and high-frequency data from the MFU website. NBU calculations based on the MoF’s website information.

Source: Treasury, MoF, NBU staff estimates

= In November, the state budget deficit widened due to the low revenues and substantial expenditures. For
Jan - Nov, the negative balance exceeded UAH 810 bn (UAH 1,152 bn excluding grants)
* International financial support and the purchase of war bonds by the NBU were the main sources of deficit
financing:
since July, the monthly volumes of war bonds purchase by the NBU have been kept within the announced limit —
of UAH 30 bn (UAH 370 bn in Mar-Nov)
= Meanwhile, market demand for government domestic debt securities remained weak. Although in
November, after a certain increase in interest rates, demand revived

National Bank
of Ukraine 22


https://www.mof.gov.ua/uk/news/u_listopadi_do_zagalnogo_fondu_derzhavnogo_biudzhetu_nadiishlo_944_mlrd_griven-3742

The budget revenue performance remained dire

Revenues of the state budget’s general fund®, Growth in revenues of the state budget’s general
UAH bn fund in 2022, monthly*, % yoy
210 200
180
150
150
120 100
90 50
60 0
30
-50
02.21 05.21 08.21 11.21 02.22 05.22 08.22 11.22 10
m Other revenues mDomestic VAT  mImport VAT i Revenues ** PIT CIT Renton Excise Domestic Import Taxes on
cIT EPIT = Grants subsoil use VAT VAT international

trade

* November — preliminary and high-frequency data from the MFU website. NBU calculations based on the MoF’s website information. ** Excluding grants.
Source: Treasury, MoF, NBU staff estimates.

National Bank

of Ukraine

In November, the general fund revenues continued to decrease in annual terms driven by the fall in tax
revenues. Proceeds from CIT were predictably lower in annual terms, but better than in previous
periods since business has adapted to a new environment. In addition, larger VAT refunds (UAH 13.6
bn — the highest amount since the beginning of the war) also affected tax revenues

Considerable payments to military personnel (affecting the dynamics of PIT and other consumption
taxes), the effects of inflation and exchange rate factors, and a certain increase in import volumes
expectedly supported revenues

23


https://www.mof.gov.ua/uk/news/u_listopadi_do_zagalnogo_fondu_derzhavnogo_biudzhetu_nadiishlo_944_mlrd_griven-3742

Expenditures kept growing at a significant pace, despite gradual
slowdown

Contributions to annual changes in expenditures of

Growth in expenditures of the state budget in
the state budget*, pp

January — October 2022, % yoy

160
600 |
L i 0
120 Expenditures, % yoy ° 500
80 r 400
40 o 300
ME..
0 200
40 100
02.21 05.21 08.21 11.21 02.22 05.22 08.22 11.22 0
Social _security ®m Health care _ . 100 3.9% 28.2% 26.8% 7.2% 9.6%  10.4% 1.9%
lEducatlo_n .. = General pUb“C ser\{lces ) Wages Military Goods Current Pensions Other  Capital
= Economic activity m Defense and security allowance and  transfers social  expend.
m Other sevices benefits

* November — preliminary data from the MFU website. NBU calculations based on the MoF’s website information.
Source: Treasury, MoF, NBU staff calculations.

= State budget expenditures more than doubled last year's volumes, although their growth has been
slowing down since September. The increase in expenditures was due to considerable expenses on the
defense and security sector (primarily on military allowance), humanitarian programs, and the use of
goods and services

Probably that social expenditures will be increased in November, in particular under the influence of the higher
spending on housing and utility subsidies, which is related to the beginning of the heating season

= |n October, capital expenditures were reduced and in annual terms remained significantly lower than last
year’s ones. However, a certain increase in capital expenditures is possible in November, in particular
due to the need to restore energy infrastructure

National Bank
of Ukraine 24
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Ukraine: Balance of Payments



In October, the CA switched to a deficit as there were no grants
received, and the merchandise trade deficit widened

Current account balance, USD bn

Current account balance

01.21 04.21 07.21 10.21 01.22 04.22 07.22 10.22

Other operations
Official grants
Interest payments

m Dividends and reinvested earnings

m Remittances (gross)
Services (net)

m Goods (net)

Source: NBU staff calculations.

Merchandise trade

2.0 80
15 4 60
1.0 40
05 20
0.0 0
-05 -20
-1.0 -40
15 ||| 60
20 F 4 -80

25 -100
01.21 04.21 07.21 10.21 01.22 04.22 07.22 10.22
mmm Merchandise trade balance, USD bn

Exports, % yoy (RHS)
—|mports, % yoy (RHS)

Source: NBU staff calculations.

= The main factor behind the significant deterioration in the dynamics of the current account balance in
October was the lack of grants, which has ensured a significant surplus under the secondary income

account in previous months

= |n addition, the merchandise trade deficit widened (to USD 1.4 bn compared to USD 0.9 bn in
September) both due to the deeper fall in exports (from 34.8% yoy in September to 38.7% yoy in
October) and the slowdown in the import decline (from 26.4% yoy in September to 22.7% yoy in

October)

National Bank
of Ukraine
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The deeper fall in exports of goods in October resulted from the
base effect for sunflower oil and a lower sunflower harvest...

Contributions to annual change in exports of goods, Exports of goods, m tonnes

pp
70
60
50
40
30
20
10
0
-10
-20
-30
-40
-50 _
-60 Ferrous
01.21 04.21 07.21 10.21 01.22 04.22 07.22 10.22 i metals
m Grains&oilseeds = Oils&fats m Other foods
® [ron ores m Metallurgy Machinery m2021 m2022 (grain corridor) = 2022 (other routes)
Other goods

SO P N W A 01 O

Source: NBU staff calculations. Source: SCSU, Black Sea Grain Initiative JCC.

= Following the improvement in logistics in July 2022, exports of sunflower oil significantly exceeded last
year’s supplies due to significant stocks accumulated as a result of unrealized exports in 1H 2022.
Traditionally, following the completion of sunflower harvest, oil supplies have surged starting from
October. This year, such seasonality is absent due to a decreased sunflower crop. Along with lower
global prices, this led to a substantial deterioration in the dynamics of oil exports in annual terms.

= Additionally, exports of iron ores and ferrous metals continued to decline (and were 73% lower than in
October of last year) as a result of a decrease in their production caused by continued difficulties with
logistics, as well as a weakening of external demand

In addition, exports recovery was hindered by russia's deliberately constraining inspections within the
grain agreement 27
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... while the fall in imports slowed down, supported by non-
energy goods

Energy imports, USD bn Contributions to annual change in non-energy
20 imports, pp

1.8 o0 i o

1.6 40 i
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0.8 -20 258

0.6 0 "
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o1

0.2 -60 W
0.0 80

01.21 04.21 07.21 10.21 01.22 04.22 07.22 10.22 01.21 04.21 07.21 10.21 01.22 04.22 07.22 10.22

: ggt?l)leum products | El)jelltural gas = Machinery Chemicals
m Other energy products B Foods&lIndustrials = Metallurgy
® \Wood products Other goods
Source: NBU. Source: NBU staff calculations.

= The fall in energy imports in October remained substantial (37.1% yoy) due to marginal imports of coal
and lower imports of petroleum products as a result of certain market saturation. However, purchases
of natural gas slightly increased compared to previous months as its prices decreased on the European
market

= Larger imports of chemical products and equipment for the energy sector, as well as the higher
volumes of international humanitarian aid, caused a slowdown in the fall of non-energy imports (to
18.5% yoy in October after 24.4% yoy in September)

National Bank
of Ukraine 28



into the energy sector, helped generate capital inflows...

% Sizable funds received by the public sector, along with inflows

Private sector: net external liabilities, USD bn Financial account: net external liabilities, USD bn
1 3
0 1 1 - 1 1 1 . 1 1 ‘ 2
2 g [] '
] 0
-2
I ;
N :
-4 3k
-5 -4
01.22 03.22 05.22 07.22 10.22 01.21 07.21 12.21 05.22 10.22
m Loans Trade credits
m Cash outside banks = Banks Private sector* mPublic sector OFinancial account
Other
* Including net E&O.
Source: NBU. Source: NBU.

National Bank
of Ukraine

The outflow of capital from the private sector has slowed down, among other things due to the
Ukrenergo’s disbursement of international aid aimed at the restoration of the energy system

The public sector capital inflows grew markedly as the government received another tranche of macro-
financial assistance from the EU (USD 2 bn), additional financing from the World Bank under the UK
guarantees (USD 0.5 bn), and financial aid from the EIB (USD 0.5 bn).

29



... which, together with the IMF tranche disbursement, pushed
reserves up

International financial assistance, USD bn International reserves, USD bn
5 40
4 -
30
3L 3.0 13 1.5
20
2
2.7
1
1 2.0 0
0 1 1 1 1 o
N AN AN AN AN N N N N
5 3 3 ¢ 5 3 8 5 o 5599388522847 88
S & & s 5 S8 8 & 5 ss33s33888888sd
m Loans and guarantees Grants IMF
m Net international reserves IMF credit
Source: data from the open sources, MoFU, NBU. Source: NBU.

= |nrecent months, the amount of international financial assistance has increased significantly. Since the
beginning of a full-scale invasion, official financing has exceeded USD 27 bn, as of the end of
November

= As aresult of larger funds received in the form of loans in October, including the IMF tranche and EU
funds, reserves increased to USD 25.2 bn as of the end of October. In November, thanks to the receipt
of macro-financial assistance from the EU and the grant from the United States, they continued to grow
and at the end of the month amounted to USD 28 bn. This level exceeds the one Ukraine had at the
beginning of the full-scale war

National Bank
of Ukraine 30
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Ukraine: Monetary sector



The yield on hryvnia government bonds, % per
annum
30

25 | RETIySvR
20
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10 |Sis
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01.20 07.20 0121 07.21 01.22 11.22
— Up to 1Y, primary market
More than 1Y, primary market
« UptolY, secondary market
* More than 1Y, secondary market
------ Key policy rate

Source: NBU staff estimates.

The attractiveness of hryvnia assets has been gradually
Increasing as the key policy rate are kept high since June

Ukrainian index of retail deposit rates*, %

13

11

01.22 03.22 0522 0722 09.22 11.22

3 months =6 months 9 months e=12 months

* As of 06.12.2022.
Source: Thomson Reuters.

= Banks have been gradually raising interest rates on hryvnia deposits. However, this does not create
strong incentives for investors to give preference to hryvnia assets over the FX instruments

= Market positively perceives a continued increase in yields on hryvnia domestic government debt

securities

National Bank
of Ukraine



The NBU s interventions in the FX market decreased due to
somewhat improved supply

Net sale and purchase of non-cash and cash foreign

Exchange rates UAH/ USD*

currency by bank customers, USD m 45
4000 21 ;
3000 13 407 / Ve
18,0%¢ 10,0%
2000 25 ) 1= - =-===-
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1000 27 !
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0 29 30 | 28,5% :
-1000 31 g
-2000 33 25
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-3000 35 Purchase on the cash market
-4000 37 Selling on the cash market
01.20 01.21 01.22 11.22 - = QOfficia exchange rate
=== NBU interventions Purchase on the gray market
mmm Balance of customer operations Selling on the gray market
—UAH per USD, average (RHS)
* As of 05.12.2022.
Source: NBU, open data sources.
Source: NBU N P )

National Bank
of Ukraine

In November, the seasonal factors (income tax payment due dates), as well as proceeds received
thanks to the functioning of the "grain corridor" and inflows of international aid, including the support
provided to the energy sector supported the FX supply

Introduction of deposits that enable households to protect their hryvnia savings from the risk of
exchange rate fluctuation contributed positively to maintaining the deviation of cash FX rate from non-

cash FX rate at around 10% a3
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Cash outside banks grows rapidly amid enduring power outages
and risks of further attacks on the energy sector

Cash outside banks, YTD, UAH bn
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* As of 05.12.2022.
Source: NBU.
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