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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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