
W    H    E    R    E       O    P    P O    R    T    U    N    I    T    I    E    S       E     M    E    R    G    E

1

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 v8



W    H    E    R    E       O    P    P O    R    T    U    N    I    T    I    E    S       E     M    E    R    G    E

From 2000 to Sept. 2008, Ukraine enjoyed excellent overall economic results.

Macroeconomic Performance

2000-07 
average 2008 2009 

(f)
2010 

(f)

Real GDP Growth, % yoy 7.5 2.1 -14 3

Fiscal Balance, % GDP -0.8 -1.5 -6 -4

Consumer Inflation, %, eop 11.3 22.3 15 10-13

UAH/$ Exchange Rate, eop 5.2 7.7 8-9 8 - 10

Current Account, % GDP
2000-05 2006-07

5.7          -2.6 -7.1 -1 0.5

Gross Int. Reserves, $ bn 
2000

1.5 31.5 29 28

Foreign Govôt Debt, % GDP 9.2 24 24

2007

32.5
2003

21.3
2007

8.7
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The International Liquidity Crisis Hit Ukraine Hard

ÅPFTS stock index:           -74% (2008)

ÅUAH/$ Exchange Rate:  Depreciated by 58% (4Q 2008)

ÅDrop in GDP:                  -19% yoy (1H 2009)

ÅExport of goods:             - 49% yoy (Jan-Jul 2009)

ÅIndustrial production:      -30% yoy (Jan-Jul 2009)

ÅUnemployment:                 9% (1H 2009; 6% in2008)

ÅReal householdsô income:-10% yoy (1H 2009)
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The Crisis Affected Ukraine Harder

Source: The Economist, Central banks of the respective countries, The Bleyzer Foundation

Country
Gross Domestic Product,

% yoy, 1Q 2009 
Local Currency Depreciation 

versus the US Dollar 

Ukraine -20.3 58 %   (4Q 2008)

Latvia -18.0 7 %    (1Q 2009)

Estonia -15.1 3 %    (1Q 2009)

Lithuania -13.6 7 %    (1Q 2009)

Taiwan -10.2 3 %    (1Q 2009)

Singapore -10.1 6 %    (1Q 2009)

Russia -9.5 35 %   (Oct.08-Mar.09)

Mexico -8.2 26 %   (4Q 2008)

Hungary -6.7 23 %   (Oct.08-Mar.09)

Romania -6.2 38 %   (Oct.08-Mar.09)
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Real Sector Performance in 2009

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

ÅMajor declines in export-orientedindustries and credit-
dependent sectors (construction, machine-building).

GDP Growth, % yoy, and 
Main Sources of Growth

Sectorsô Performance, cumulative 
growth, % yoy

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

ÅWorld commodity prices fell sharply since Aug-Sept. 2008.

ÅUkraineôs exports of goods dropped by 49% yoy (Jan-Jul 2009).

ÅIndustrial production declined by 30% yoy (Jan-Jul 2009).

Source: State Statistics Committee, NBU, MEPS, The Bleyzer Foundation
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Why Ukraine Was Affected More Severely

2.Excessive reliance on foreigncapital.

3.A combinationof three vulnerabilities, as explained below.

Ukraineôs Exports by Commodities, % of Total, and 

Key Trading Partners, % of Commodity Exports, 20081. Open but undiversified 

economy:

ÅShare of exports in

GDP is ~ 50%

ÅMetals, Minerals and 

Chemicals account 

for ~ 60% of exports

ÅNarrow geographic 

diversification of 

exports
Source: UN Comtrade, The Bleyzer Foundation
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Vulnerability # 1 ïLarge Current Account Deficits 

ÅUncertain foreign financing of this CA put pressures on the Hryvnia.

Ukraineôs Foreign Trade in Goods Performance 

and Current Account Balance

Source: NBU, SSC, The Bleyzer Foundation

ÅOver 2003-2008:

ÅExports grew by 25% pa

ÅBut imports ïby 30% pa

ÅCA deficits emerged in 

2006...

Åéand widened to 7% of GDP 

in 2008

ÅForecast before the crisis for 

2009:   CA deficit of  $ 24 

billion, or 13% GDP.
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Vulnerability # 2 ïLarge External Debt Repayments 

ÅDebt rollover became very difficult during the initial stages of 

international liquidity crisis, exerting pressures on the Hryvnia.

Source: NBU, The Bleyzer Foundation

ÅExternal private debt 

tripled in three years 

(2006-08)é

Åémainly to finance 

consumption and 

investments.

ÅAs of mid-2008, ~ $40 

billion of debts was due to 

repay in <1 year.

ÅInternational reserves 

stood at $35 billion.

Gross External Debt, by Sector, $ billion


