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Summary

The decline in global economic activity deepened and continued to put downward pressure on inflation.
Shrinking demand contributed significantly to the decrease in energy prices. Meanwhile, prices for major
Ukrainian export commodities fluctuated within relatively narrow ranges. Weaker inflation pressure allowed major
CBs to reduce the pace of rate hikes, more EM CBs are completing the monetary policy tightening cycle

Consumer inflation in Ukraine accelerated in December, though it probably came lower than the NBU forecast.
Inflationary pressures persisted due to the effects of war, in particular electricity shortages. However, inflation was
restrained by the larger food supply, strengthening of the hryvnia cash exchange rate, stabilization of inflation
expectations, and fixed utility tariffs

Electricity shortages continued to hamper economic activity in December. The vast majority of enterprises
reduced production, although some were able to stabilize their operations using autonomous energy supply
equipment, changing working hours or obtaining electricity for production needs. However, this increased their
production costs. The pre-holiday demand and preferential conditions for the imports of energy supply equipment
at the end of the year contributed to the revival of trade, and the warm weather — to the harvesting of corn

Power outages and the seasonal weakening of the labor market activity led to lower demand and supply of
labor. These factors and probably pre-holiday travels led to intensification of border crossings (both inbound and
outbound) at the year-end. Employment and finances remain the main problems of internal and external migrants

The catch-up in expenditures in December led to a wider state budget deficit (excluding grants). The deficit
reached a record this year — UAH 1,391 bn, excluding grants. The main sources of deficit financing were
international financing in the form of grants and loans, as well as the purchase of war bonds by the NBU

The merchandise trade deficit widened in November as business and households were preparing for a difficult
winter. However, thanks to provided international financing the current account switched to a surplus and the
capital inflows were formed under the financial account. Thus, reserves rose to USD 27.95 bn as of the end
of November and kept rising in December

The attractiveness of hryvnia assets continues to increase in response to maintaining the key policy rate
unchanged since June. However, the large surplus of banking liquidity weakened the transmission mechanism.
Despite some improvement in demand and supply in the FX market at the end of December, in general, demand

National Bank TOF fOreign currency increased in December mainly backed by energy importers

of Ukraine
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The decline in global economic activity deepened and continued
to put downward pressure on inflation

Global manufacturing PMI and that of selected CPl in selected countries and UAWCPI (price index in
countries MTP of Ukraine), % yoy
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= The decline in global economic activity deepened both in the manufacturing and the service sectors.
Moreover, deterioration was observed in almost all sectors of the economy, and at the fastest paces
since June 2020

= Geopolitical uncertainty, primarily due to russia's invasion of Ukraine, and tightening global financial
conditions remain important factors weighing on activity

= Global inflationary pressures eased as demand weakened amid improvements in supply chains and
lower fuel prices

National Bank
of Ukraine 4
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Shrinking demand, inter alia due to warm weather, contributed
significantly to lower oil and natural gas prices

World Brent and Urals oil prices (USD/bbl) and
Netherlands TTF natural gas prices (USD/kcm)
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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 23.12.2022

In addition, oil prices declined due to: an increase
in stocks of refined products in the US that
reaffirmed market participants' view of weakening
demand; the EU embargo on russian seaborne
crude oil in the light of the price ceiling, which
further redirected cheap russian oil to Asian
countries

Natural gas prices in Europe fell because of
relatively warm weather, more active LNG imports
to the EU, and a rather high gas storage filling
levels in Europe (about 90%)



Global prices for major Ukrainian exports commodities fluctuated
within narrow ranges amid lower market imbalances

Global steel and iron ore prices, USD/MT Global grain prices, USD/MT
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World wheat and corn prices were influenced by optimism from the continuation of the grain corridor,
the deal allowing for safe shipments from Ukraine through the Black Sea. Additionally, active exports by
Australia and Brazil compensated for the expected harvest shortfall in the USA and Argentina

World prices for steel and iron ore fluctuated in relatively narrow ranges in December: easing of
guarantine restrictions in China and expected higher demand, in particular due to measures to support
the real estate market, outweighed weak demand from the US and the EU



Weakening inflation allowed major CBs to reduce the pace of rate
% hikes; increasingly more EM CBs are ending the tightening cycle

Key policy rates in selected advanced economies, % Key policy rates in selected EM countries, %
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= The ECB and the Fed have slowed the pace of monetary tightening but are to continue raising rates
and to maintain restrictive policies for some time. Markets expect the Fed to hike 25 bps in February
(with the probability of about 70%) and to start cutting rates in the second half of 2023

= The Bank of Japan spurred expectations of an exit from the ultra-loose policy in 2023 when it
unexpectedly adjusted the yield curve control (YCC) parameters

= Meanwhile, increasingly more EM CBs (namely those of Kazakhstan and Mexico) are joining a set of
countries whose monetary policy tightening cycles are likely coming to an end; the CB of Moldova has
ational Bank cut rates. Many EM CBs are expected to start cutting rates in mid-2023
of Ukraine 7
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Consumer inflation accelerated, though it remained moderate

despite the challenges of war

Inflation and inflation target, % yoy
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* Data for December reflects nowcast.
Source: SSSU, NBU staff estimates.

Inflation expectations for the next 12 months,%
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= Consumer inflation accelerated, further reflecting the consequences of russia's full-scale war against
Ukraine, including disruption of supply chains, destruction of production facilities, lower supply of goods
and services, the increase in business costs, and electricity shortage

= At the same time, inflation grew slower than forecasted by the NBU (October 2022 Inflation Report)
due to larger food supply, de-occupation of the territories, weak consumer demand, strengthening of
the hryvnia cash exchange rate, and stabilization of inflation expectations

National Bank
of Ukraine



High production costs, particularly of energy and logistics,
remain the main drivers of inflation

Selected CPl components,% yoy
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Contributions to the annual change in food prices,
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Components of the core CPI grew at a higher pace, reflecting high production costs, primarily of energy

and logistics

Growth in food prices, on the other hand, slowed down under the influence of a larger supply of

borshch vegetables, meat, cereals, and sugar

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 the territories, in particular Kherson

region, also had an additional effect

10



The growth in fuel prices and administratively regulated prices
accelerated

Contributions to the annual change in administered Fuel prices, UAH /L
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Source: SSSU, NBU staff estimates. Source: minfin.com.ua, NBU staff calculations.

= Fuel prices accelerated due to higher demand (for generators) and difficulties with supplies

= 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 utility tariffs, as well as
increased competition with illegal products, which contained the growth in prices for tobacco products

National Bank
of Ukraine 11
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Power outages have become the major problem for businesses

The most important problems for the surveyed How the instability of electricity supply has affected
business, % of responses business, % of responses
0 20 40 60 80 0 20 40 60 80

Power, water or heat supply
interruptions

Rising prices for raw
materials/resources/goods

change of work schedule

reduction of production
volumes

closing part of

Safety of workers offices/departments/sale..

Difficulties with the
transportation of raw..

Decrease in demand for

suspension of operations

conservation of part of the

products/services premises
= Jun Ju  ®mAug ®=Sep mOct mNov cessation of operations
Source: IER. Source: EBA.

= According to the |[ER survey, among the main problems of business in November, interruptions in the
supply of electricity, water, or heat took first place, ahead of the increase in input prices. Safety of
workers, likely due to the intensification of air strikes has ranked third and pushed down logistical
issues

= The AmCham survey demonstrated similar results

= According to the EBA survey, only 18% of enterprises noted that the blackouts had no impact or almost
did not affect their operations. 40% of businesses reduced production/service provision, 9% suspended
work, 1% stopped completely

HauioHanbHui
GaHK Ykpaluu


http://www.ier.com.ua/ua/institute/news?pid=7046
https://chamber.ua/wp-content/uploads/2022/12/survey-UKR_final-1.pdf
https://eba.com.ua/wp-content/uploads/2022/12/energy1.png

Businesses have been adapting quickly, but their costs
continued to increase

How business minimizes impact of outages, % of Business expenditures to secure energy supply, % of
responses responses

0 50 100

Installs generators/ UPS

Uses alternative sources of
communication/Internet

Transfers data to the cloud

Relocates the business m Up to $50 thousand $50-100 thousand
m $100-200 thousand m Over $200,000
Source: EBA. Source: EBA.

= According to the EBA survey, 86% of respondents are installing generators, 66% have changed their
work schedule, while 40% of respondents have reduced their production volumes

= According to the Gradus survey, over half (51%) of Ukrainians have adapted to power outages, of
which 13% have fully adapted and 38% have rather adapted. Only 9% of respondents have not
adapted at all

HauioHanbHui
GaHK Ykpaluu


https://eba.com.ua/navit-tryvalyj-blekaut-ne-zavadyt-72-kompanij-eva-pratsyuvaty-na-ukrayinskomu-rynku/
https://suspilne.media/305938-cim-zajmautsa-ukrainci-koli-nemae-svitla-opituvanna-suspilnogo/

%

* The survey was not conducted from March to May 2022.
Source: NBU.

National B
of Ukraine

Electricity shortages hit industrial sector hard, but some
businesses have stabilized their operations, albeit at lower levels

NBU's business activity outlook index, p Average daily production of steel, cast iron and
rolled steel, thousand tons
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Due to the shortage of electricity, the majority of metallurgical facilities decreased production, although
in the second half of December some enterprises partially resumed work and increased the output of
some types of products (pipe enterprises) thanks to the supply of electricity for production needs

Iron ore mines also stopped operations for the same reason. Gas production companies have reduced
extraction volumes after attacks on production facilities in November

The production of edible oil, flour and dairy products decreased. The share of energy in the cost of
production has been increasing; fodder production was among the most affected sectors across the
food industry

Engineering was supported by demand from the mining sector and military needs for specialized
equipment; the need to renew the destroyed energy infrastructure and some foreign orders supported
the manufacturers of energy equipment

15



https://gmk.center/ua/news/kametstal-vidnovila-viplavku-stali-pislya-vimushenogo-zupinennya-v-listopadi/
https://gmk.center/ua/news/sentravis-zapustiv-virobnictvo-trub-na-povnu-potuzhnist/
https://gmk.center/ua/news/suha-balka-timchasovo-prizupinila-tehnologichni-procesi-na-shahti-im-frunze/
http://reform.energy/news/naftogaz-otsinyue-vtrati-u-vidobutku-gazu-cherez-rosiyski-obstrili-obektiv-grupi-v-listopadi-v-700-mln-21043
https://www.apk-inform.com/uk/news/1531131
https://latifundist.com/novosti/60393-zdorozhchannya-sobivartosti-boroshna-ta-zmenshennyu-obsyagiv-virobnitstva-analitiki-proanalizuvali-vpliv-blekautiv
http://milkua.info/uk/post/neviznaceni-perspektivi-na-molocnomu-rinku
https://latifundist.com/novosti/60403-v-ukrayini-zdorozhchaye-moloko
https://ukragroconsult.com/news/vyrobnycztvo-kombikormiv-u-krytychnomu-stani-cherez-vymknennya-svitla/
https://gmk.center/ua/news/corum-group-vigotovila-tretij-prohidnickij-kombajn-pislya-relokacii/
https://uprom.info/news/ukrayinska-kompaniya-vygotovyla-velyku-partiyu-speczialnyh-medychnyh-avtomobiliv-foto/
https://uprom.info/news/energy/ukrayinskyj-vyrobnyk-vidvantazhyv-partiyu-transformatoriv-do-lytvy/
https://uprom.info/news/energy/ukrayinskyj-zavod-vygotovyt-velyku-partiyu-transformatoriv-na-zamovlennya-dtek/

The services sector was also suffering, although a seasonal pick-
up in demand supported some activities

New business registrations, thousands

Power outages from 10.10
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Indicators of taxi operation and online purchase of
goods, % of pre-war level
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Pre-holiday demand, preferential taxation of energy imports and
higher demand for fuels supported trade

Components of the consumer sentiment index, p. The first registration of passenger cars, thousand

units
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Dotted line denotes change of interview method from face-to-
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Source: Infosapiens.

* New and used, excluding customs clearance of cars with foreign
registration, imported in violation of the customs regime.
Source: SSSU, Ukravtoprom.

= Trade enterprises are adapting to work in conditions of electricity shortage: in December, large trade
networks significantly accelerated the transition to autonomous energy supply and communication;
smaller facilities that do not have powerful generators refused goods that require a lot of electricity

= |n December, trade was supported by increased pre-holiday demand, growth in fuel sales and
preferential taxation of autonomous energy supply equipment

National Bank
of Ukraine 17


https://rau.ua/novyni/ashan-generatori-merezhi/
https://rau.ua/novyni/chechotkin-rozetka-chastku-rinku/
https://agroportal.ua/news/ukraina/supermarketi-vidmovlyatsya-vid-deyakih-kategoriy-tovariv-shchob-zabezpechiti-robotu-z-deficitom-elektriki
https://rau.ua/novyni/novorichnij-shoping-deloitte/
https://ukragroconsult.com/news/postavky-palyva-v-ukrayinu-zalyshayutsya-rekordno-vysokymy-popyt-na-palne-padaye-pered-novorichnymy-svyatamy/
https://kosatka.media/uk/category/gaz/news/v-ukrainu-importirovali-bolee-200-tys-generatorov-po-nulevomu-nalogu-na-dobavlennuyu-stoimost

Warm weather spurred corn harvesting, although power outages
made drying more difficult

Harvest volumes as of 30 December 2022, million Freight transportation by railway, million tons
tons
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National Bank
of Ukraine

Improved weather conditions have helped speed up corn harvesting, but power supply problems are
making drying difficult and forcing some of the crop to remain in the fields

Due to the increase in storage costs this season, Ukrainian farmers do not plan to store fruit and
vegetable products for a long time

The situation in animal husbandry worsened. Pig farms were less affected by power outages, while
poultry farmers cut production (except for eqg market participants who are expanding their flocks)

Due to the delay in the inspection of ships by the russian federation, worsening weather conditions, and
port power outages, transportation along the "grain corridor" continued to stagnate, as did rail freight
transportation

18


https://agroportal.ua/news/rastenievodstvo/poteplinnya-dast-shans-zibrati-kukurudzu-na-ukrajinskih-polyah
https://latifundist.com/novosti/60555-agrariyi-rizikuyut-vtratiti-vrozhaj-cherez-znestrumlennya-elevatoriv
https://agrotimes.ua/ovochi-sad/ovochi-okrim-kartopli-do-vesny-dorozhchatymut-ekspert/
https://east-fruit.com/uk/plodoovochevyi-biznes/tekhnologii-uk/chomu-tsoho-sezonu-ukrayinski-fermery-ne-planuyut-dovho-zberihaty-plodoovochevu-produktsiyu/
https://ukragroconsult.com/news/svynokompleks-ksg-agro-gotovyj-praczyuvaty-i-pid-chas-blekautu/
https://agroportal.ua/news/zhivotnovodstvo/ptahivniki-pereglyadayut-plani-obsyagiv-virobnictva-produkciji-cherez-vidsutnist-energopostachannya
https://ukragroconsult.com/news/vyrobnyky-yajczya-aktyvno-naroshhuyut-pogolivya-kurej-nesuchok/
https://agroportal.ua/news/ukraina/zernoviy-koridor-cherga-roste-a-rosiyani-zatyaguyut-proces-perevirki
https://www.apk-inform.com/uk/exclusive/topic/1531226
https://www.railinsider.com.ua/zaliznyczya-ukrayiny-u-2022-roczi-perevezla-ponad-150-mln-t-vantazhiv/
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The labor market activity weakened in December due to
electricity shortages and seasonal factors

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

Labor supply, 4-week moving average
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* 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 missile attacks and long power outages that caused a weakening of economic activity, led to a
decrease in demand for labor. In particular, according to various indicators of job search websites, the
number of vacancies was 5-23% lower than the peak value of this year, recorded in September

= The number of resumes (except for job searches in IT and abroad) also decreased, in particular due to
problems with searches on the Internet due to blackouts and communication disconnects. An additional
factor in the weakening of supply on the labor market likely was a seasonal decrease in job search

activity in the pre-holiday period
HauioHanbHui
GaHK Ykpaluu
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In the last week of the year, border crossings intensified in both
directions

Number of citizens who crossed the border of Unmet needs of Ukrainian migrants in Poland, % of
Ukraine and weekly changes, m responses
18 18 Financial support
15 1 1.5 Employment
12 | 112 Access to health services
9 | 0.9 Longterm accommodation
6 | | 06 Language training
Education for children
3 1 0.3 _
Transportation support
0 0.0 Information
27.02 17.04 05.06 24.07 11.09 30.10 18.12
. Legal i
mmm | eft in a week (RHS) egal services
Returned in a week (RHS) Clothes/shoes
—| eft
- Returned 0% 50%
Source: UNHCR. Source : IOM.

= According to UNHCR data, as of January 3, 2023, 17.1 million people left Ukraine, and 9.2 million
returned. 7.9 million remained outside Ukraine, of which 4.9 million received Temporary protection
status in the EU. In the last week of 2022, the number of entries and exits was the highest since
October, which is explained both by power outages and increased travel in the run-up to and during the
holidays

= According to the IOM survey, Poland is the leader in employing migrants from Ukraine, but the need for
employment remains one of the most urgent for migrants

HauioHanbHui
GaHK Ykpainu 21



http://data2.unhcr.org/en/situations/ukraine
https://displacement.iom.int/sites/g/files/tmzbdl1461/files/reports/DTM_Poland_NeedsAssessment_2022_factsheet_281222.pdf
http://data2.unhcr.org/en/situations/ukraine
https://displacement.iom.int/sites/g/files/tmzbdl1461/files/reports/DTM_Poland_NeedsAssessment_2022_factsheet_281222.pdf

Financial issues are the most acute problems for internally
displaced persons (IDPs)

Main needs of IDPs, those who have already returned Shares of respondents by remaining savings and
and those who have not left, % of responses status of household, % responses

0%  20% 40% 60%  80% 100

Financial support 80

Clothes, shoes 60

Heating appliances 40

Medicine and health.. 20
| eeessss I @ S————

Solid fuel for heating

Food IDP Non-IDP Returnee
m Spent part of saving
m Exhausted all savings more than 30 days ago

= IDP Non-IDP B Returnees Exhausted all savings during the last 30 days
m Had no savings
Source: IOM. Source: IOM.

= Data from the 11" round of the IOM survey showed that lack of funds remains the most urgent problem
for IDPs, and it is more significant compared to those who have not left their homes or who have
already returned. Other needs of IDPs are also less covered than those of non-IDPs

= 43% of surveyed households have already fully spent their savings. Among IDPs, this share reached
56%. The IDPs from the south of Ukraine have a relatively better financial standing, the worst situation
was reported for IDPs from the west

= According to the KIIS survey, a large part of households also quickly adapted to interruptions in energy
supply: in December, 34% indicated that they were fully prepared for problems with heating in winter
(24% in September), partially prepared - 40% (47% in September), only 8% are still not ready (12% in
Haworanen— September) 22
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https://displacement.iom.int/reports/ukraine-internal-displacement-report-general-population-survey-round-11-25-november-5
https://kiis.com.ua/?lang=ukr&cat=reports&id=1170&page=1
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Ukraine: Fiscal sector
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The state budget deficit (excluding grants) in December and for
% 2022 as a whole expanded significantly, reaching its record high

Main State budget indicators*, UAH bn State budget balance financing**, UAH bn
210
500 = UAH gov't bonds
400 F 180 & bills
150 ® NBU gov't bonds
300 120 & bills
200 90 FX gov't bonds &
100 bills (eqg. in UAH)
60 m External
0 30 borrowings (eq. in
UAH) .
-100 0 m Other (gov't
30 deposits)
-200 ) O Deficit ("-"
-300 -60 surplus)
01.21 04.21 08.21 12.21 04.22 08.22 12.22 -90
mmm Balance ——Revenues Expenditures 01 02 03 04 05 06 07 08 09 10 11 12

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

= Substantial state budget deficit (excluding grants) in December came as a result of the catch-up in
expenditures given available funding. The deficit for 2022 exceeded UAH 911 bn and UAH 1,391 bn
excluding grants, which, however, was below than the planned size (UAH 1,497 bn)

= Since the beginning of full-scale war, the deficit was covered by international and monetary financing:

international financing was received both as grants and in loans and was more rhythmical in the second half of
the year. In December, USD 3.8 bn of grants and more than USD 1.6 bn in loans were received

the amount of war bonds purchased by the NBU stood at the agreed UAH 400 bn and from the second half of
the year it was kept within the monthly limit of UAH 30 bn, as agreed with the Ministry of Finance

= Meanwhile, demand for domestic debt securities was unstable. At the end of the year, due to a certain

NationalBam(increase in yields, the borrowings increased in both national and foreign currency, but the rollover rates as a

of Ukraine ~ Whole for the year stood at 65% and 74%, respectively
24


https://www.mof.gov.ua/en/news/derzhbiudzhet-2022_do_zagalnogo_fondu_nadiishlo_1491_trln_griven-3790

Revenues from domestic sources in 2022 plunged as resource
% base narrowed, but grants, however, compensated for this drop

Revenues of the state budget’s general fund®, Growth in revenues of the state budget’s general
UAH bn fund in 2022, monthly*, % yoy
240 200
200 150
160 100
120 50
80
0
40
-50
0
01.21 04.21 08.21 1221 04.22 08.22 12.22 -100
Revenues ** PIT CIT Renton Excise Domestic Import Taxes on
u Other revenues  mDomestic VAT ® Import VAT subsoil use VAT VAT international
CIT mPIT = Grants trade

* December — 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.

= |n December, the general fund revenues (excluding grants) were lower compared to the last year’s ones
as tax revenues declined. At the same time, the rate of decrease slowed, including due to lower volumes
of VAT refunds (UAH 8.1 bn)

= Revenues, both in December and 2022 as a whole, were supported by considerable payments to military
personnel (affected the proceeds from PIT and other consumption taxes). The effects from higher
inflation and exchange rate factors also contributed

= Grants (a tally of UAH 480.6 bn) became the key source of revenues in 2022. Owing to grants the
general fund revenues more than doubled in December and rose more than 37% yoy for the year as a

National Bank
@ of Ukraine whole 25


https://www.mof.gov.ua/en/news/derzhbiudzhet-2022_do_zagalnogo_fondu_nadiishlo_1491_trln_griven-3790

Expenditure growth, despite a gradual slowdown in the second
half of the year, was unprecedented this year

Contributions to annual changes in expenditures of Growth in expenditures of the state budget in
the state budget*, pp January — November 2022, % yoy
160
600
120 ¢ Expenditures, % voy
500 r
80 r 400 |
o}
40 300 |t
0 N 200
-40 100
01.21 04.21 08.21 1221 04.22 08.22 1222 0
Social security m Health care 3.806 28.2% 26.4% 6.8% 9.2% 105%
m Education m General public services -100 - ° v ’ = 'do ~ Ot - > ?)':: > 238
= Economic activity m Defense and security % lowante and . vansiers T social  expond,
m Other sevices benefits

* December — preliminary data from the MFU website. NBU calculations based on the MoF’s website information.
Source: Treasury, MoF, NBU staff calculations.
= State budget expenditures almost doubled compared to the last year's volumes, although their growth
slowed down in H2 2022. Huge expenses on defense and security (primarily on military allowances),
social programs and the use of goods and services were the major expenditure directions

« social spending increased in November, in particular under the influence of the higher spending on housing and
utility subsidies, also significant social payments are expected in December

= At the same time, the humanitarian and cultural programs were financed moderately, including due to the
lower number of consumers of these services

= Despite a certain catch-up in capital expenditures in November and probably in December, in particular
due to the need to restore damaged energy infrastructure, for the year as a whole they will be

@ National Bank SigNificantly lower than in the previous year
of Ukraine 26
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Ukraine: Balance of Payments
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The current account recorded a surplus as the disbursement of a
grant from the USA offset a widening of the trade deficit

Current account balance, USD bn Absolute monthly change in exports and imports of
goods in November 2022, USD m
g Foods
4
3 Iron ores
2 Energy
ST
0 I I I I I Chemicals
-1
-2 Industrials
2 Current account balance™ e = Metallurgy
01.21 04.21 07.21 10.21 01.22 04.22 07.22  11.22 Machinery
Other operations
Official grants
= Interest payments _ Other goods
:gg,'giftgﬂig;‘?g;g'ggested earnings -100-50 0 50 100 150 200 250 300 350
Services (net) = Imports m Exports

m Goods (net)

Source: NBU staff calculations. Source: NBU staff calculations.

= The current account returned to a surplus in November thanks to the disbursement of a grant from the
United States (USD 1.5 bn). No grants were received in October

= The deficit in trade in goods further widened primarily due to the increase in imports of petroleum
products and equipment to go through the difficult winter, as well as the humanitarian aid received. The
recovery of exports of goods was held back due to the intensified russia's blackmail over the grain
initiative
ank 28



Larger supplies through alternative routes compensated for
russia's attempts to block the grain corridor shipments

Exports of goods, USD bn Exports of goods, m t
7 7
6 6
I 5
5
4
4 I I I I I I —> 3
3 I I I I I l 2
: T :
0
1 ~
o
0 Grains | Oil seeds |Sunflower| Iron ores | Ferrous
01.21 04.21 07.21 10.21 01.22 04.22 07.22 11.22 oil metals
B Foods Iron ores m Energy
= Chemicals ® Wood products = Metallurgy m2021 m2022 (grain corridor) ®2022 (other routes)
® Machinery Other goods
Source: NBU staff calculations. Source: SCSU.

= In November, food supplies through the grain corridor declined significantly due to russia's threats to
withdraw from the grain initiative. However, the total shipments remained at the level of October as
exports via alternative routes increased

= Exports of iron ores and metals continued to decrease in response to the narrowing of external
demand, as well as expensive logistics and its capacities being constrained

= The shortage of electricity, which affected the production and, accordingly, the exports of certain goods

vaional ek (CNE€MIcal, wood, and industrial products) was an additional factor restraining the recovery of exports
of Ukraine 29



Imports of goods increased on the back of intensive preparation
for a difficult winter

Imports of goods, USD bn Import of equipment to ensure energy autonomy,
USD m

8 250

7t 2021: 3.3% of

5 200 | machinery imports

i P November 2022: 14%

5 f 150 | ©of machinery imports

4 »
100

3

5 50

1 0

0 01.21 04.21 07.21 10.21 01.22 04.22 07.22 11.22

01.21 04.21 07.21 10.21 01.22 04.22 07.22 11.22 Other electrical equipment
m Electrical transformers

m Electric accumulators (incl. Power Bank)

= Energy = Non-energy Primary cells&primary batteries
B Electric generating sets
Source: NBU staff calculations. Source: SCSU.

= Against the background of energy terror from the rf, the import of equipment to ensure energy
autonomy increased significantly in November, in particular, thanks to the exemption of this kind of
imports from customs payments

= The active use of generators, in turn, significantly increased the demand for fuels, which was reflected
in increased purchases of petroleum products compared to October

= |n addition, the volume of international humanitarian aid continued to increase, which inter alia included
equipment to eliminate the destruction of the energy infrastructure

National Bank
of Ukraine 30



Capital inflows under the financial account were generated by the
public sector thanks to international financing,...

Financial account: net external liabilities, USD bn Other sectors: net external liabilities, USD bn

2 ] N H A
_2 = OOOOoO _3 =
S L]

3+ @)
01.22 03.22 0522 0722 09.22 11.22

01.21 07.21 12.21 05.22 11.22

. . .
® Public sector Private sector ®m Loans ® Trade credits m Cash outside banks = Other

* Including net errors and omissions.
Source: NBU. Source: NBU.

= As before, the capital inflow to the public sector resulted from significant amounts of international
financing

= At the same time, the capital outflows from the real sector decreased as liabilities under trade credits
grew and the growth rate of FX cash outside banks slowed down

National Bank
of Ukraine 31



...which helped reserves increase further

International financial assistance* from the
beginning of the full-scale war, USD bn

5
4 -
15
i 3.0 1.3
3 2.3
2
1 4 20
0
AN [ Q] AN [ N AN N AN [V
[qV} AN N [qV} AN N [qV} N [qV} (qV
IS S ¥ v © N~ O o o «=H «
o o o o o o o — — —
m Loans and guarantees Grants IMF

* As of December 30, 2022.
Source: open sources data, MoFU, NBU.

International reserves, USD bn
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m Net international reserves IMF credit
Source: NBU.

= In recent months, the amounts of international financing have increased. In November, USD 2.5 bn
was received as part of a macro-financial assistance from the EU and USD 1.5 bn as a grant from the
USA. Since the beginning of the full-scale invasion till the end of December 2022, the amount of official

financing has exceeded USD 31 bn

= Thanks to stable inflows of foreign financing, international reserves grew to USD 27.95 bn as of the
end of November and continued to increase in December

National Bank
of Ukraine
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Ukraine: Monetary sector



In December, demand for foreign currency increased due to
significant needs for energy and energy equipment imports

Net FX cash and non-cash* sale by bank clients, Exchange rates UAH/ USD

USD m
4000 21 45
3000 ;
40 L *‘*-\\/,,_ ety
2000 f&o% 11,8% I
1000 \ = = =¥ = = = =
35 ¢ NP I
0 I
28,5% |y
-1000 30 - -
-2000 /
-3000 25
4000 01.22 0322 0522 0722 09.22 1122 1222
01.20 01.21 01.22 12.22* Purchase on the cash market

Selling on the cash market
- = Officia exchange rate
Purchase on the gray market
Selling on the gray market

=== NBU interventions
mmm Balance of customer operations
—UAH per USD, average (RHS)

* Preliminary data. Source: NBU, open data sources.

Source: NBU

= The enterprises of the energy sector, and banks were the largest buyers of foreign currency. The latter
was associated with significant transfers to international payment systems

= Agricultural sector and IT firms represented the major sellers of foreign currency
= The deviation of the cash exchange rate from the non-cash rate remained within the range of 10-12%

National Bank
of Ukraine 34



High key policy rate, as well as the implementation of additional
liquidity regulation measures helped hryvnia asset rates to
Increase further

The yields of hryvnia government bonds, % per Ukrainian index of retail deposit rates*, %
annum
30 13
25 | .,...;.,..!
: 11
20 | —
15
g 9
10 (abst
5 7
O 1
01.20 07.20 01.21 07.21 01.22 07.22 12.22 5 , , , , . | | . . . .
——Upto 1Y, primary market 01.22 04.22 07.22 1022 1222

More than 1Y, primary market
e UptolY, secondary market
* More than 1Y, secondary market

““““ Key policy rate * 5-day moving-average.
Source: Thomson Reuters.

=3 months =6 months 9 months ===12 months
Source: NBU staff estimates.

= The announced increase in reserve requirements will reduce the structural liquidity surplus of the
banking sector. This will help increase the attractiveness of hryvnia assets, support exchange rate
stability, maintain control over price dynamics, and reduce inflationary pressures

= Yields on hryvnia domestic government debt securities continued to increase; however, they still do not
generate significant market demand for these securities

National Bank
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The growth of cash outside the banks accelerated due to
% situational and seasonal factors

Cash outside banks, ytd UAH bn
140

120
100
80
60
40
20

0

20 F

-40

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

—2014 2015 —2019 —2020 —2021 2022

Source: NBU.

= Cash outside banks surged amid enduring power outages and ongoing russia's terrorist attacks on the
Ukrainian energy sector

= Additionally, traditional seasonal growth in cash outside banks at the end of the year also took place

National Bank
of Ukraine 36



