The Impact of the Global
Liquidity Crisis on Ukraine
and the Road to Recovery

Dr. Edilberto Segura
Partner & Chief Economist, SigmaBleyzer
Chairman of the Board of The Bleyzer Foundation
October 2009

0

EEEEEEEEEEEEEEEEEEEEEEE



Macroeconomic Performance

From 2000 to Sept. 2008, Ukraine enjoyed excellent overall economic res
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Real GDP Growth, % yoy 7.5 2.1

Fiscal Balance, % GDP -0.8 -1.5

Consumer Inflation, %, eop 11.3 22.3

UAH/$ Exchange Rate, eop 5.2 1.7
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Current Account, % GDP 5 7 26 -7.1
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The International Liquidity Crisis Hit Ukraine Hard

APFTS stock index -74% (2008)

AUAH/$ Exchange RateDepreciated b$8% (4Q 2008)
ADrop in GDP -19% yoy (1H 2009)

AExport of goods - 49% yoy (JanJul 2009)

Alndustrial production -30% yoy (JarJul 2009)

AUnemployment 9% (1H 2009; 6% in2008)
AReal hous e hl®% gog(HH 2009)c 0 me
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The Crisis Affected Ukraine Harder

ross Domestic Product,Local Currency Depreciation
% yoy, 1Q 2009 versus the US Dollar

Ukraine . 58 % (4Q 2008)

Romania . 38 % (Oct.08Mar.09)

Source: The Economist, Central banks of the respective countries, The Bleyzer Foundation
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Real Sector Performance in 2009

GDP Growth, % yoy, and Sectorsod Performance
Main Sources of Growth growth, % yoy
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Source: State Statistics Committee, The Bleyzer Foundation

AReal GDP fell by 19% yoy in 1H 2009.

AMajor declines irexportorientedindustries andredit
dependensectors (construction, machbeailding).

W HERE OPPORTWUNITIE S E M E R G E



Exports and Industry Performance
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Source:State Statistics Committee, NBU, MEPS, The Bleyzer Foundation

AWorld commaodity prices fell sharply since AGgpt. 2008.

AUKr aineds exports

of

g Jul@EDS).

Alndustrial production declined by 30% yoy (Jdaui 2009).
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Why Ukraine Was Affected More Severely

Ukrainebs Exports by Co mcbji t i,es,, Oc/j of ..Jo
Key Trading Partners, % of Commaodity Exports, 2008 - pen bUt un |VerS|f|e

- Chemicals economy.
) Russia  20%
Russia 6% Turkey 11%

Kazakhstan 5% India” 8% A Share of eXportS IN

. Hungary 5% |
GDP is ~ 50%
w A Metals, Minerals and

Chemicals account
for ~ 60% of exports

~ Machinery and Metallurgical and mineral A Narrow geographlc

equipment products ' - £ -
Russia  ~17% Russia - 13% diversification of

audl Arapia UrKke
Netherlands 5% Italy Y 6% 7 exports

Source: UN Comtrade, The Bleyzer Foundation

2.Excessivaeliance orforeigncapital.
3.A combinationof three vulnerabillities, as explained below. -

/

W HERE OPPORTWUNITIE S E M E R G E



Vulnerability # 1 T Large Current Account Deficits

Ukrainebs Foreign Tr a I n Goods Perfor
and Current Account Balance Over 20032008:

% of GDP Yo yoy
12 422/ AExports grew by 25% pa

Z\ [mport of Goods,
SW s AButimportsi by 30% pa
A CA deficits emerged in

20060...

_k\
Export of Goods,

rightseale " X¢and widened
In 2008
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A Forecast before the crisis for

-8 128 2009: CA deficitof $ 24
2003 2004 2005 2006 2007 2008 biIIion, or 13% GDP.

Source: NBU, SSC, The Bleyzer Foundation

CA Balance, left scale —

A Uncertain foreign financing of this CA put pressures on the Hryv
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Vulnerability # 2 T Large External Debt Repayments

Gross External Debt, by Sector, $ billion AExternal private debt
tripled in three years
(20060 8 ) e
Aémainly to
consumption and
Investments.

A As of mid2008, ~ $40
billion of debts was due tt
repay in <1 year.

A International reserves
stood at $35 billion.

Source: NBU, The Bleyzer Foundation

A Debt rollover became very difficult during the initial stages of
iInternational liquidity crisis, exerting pressures on the Hryvnia.
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