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Introduction

= As of September 2024, the total amount of losses that have been and will be inflicted on
Ukraine is estimated at $1.164 trillion (revenue) or over $385 billion (value added).

" Value added losses are almost as high as Ukraine's GDP in 2021. In terms of revenue,
the largest amounts of losses are in productive sectors.
" These are
 commerce (5450.5 billion)
* industry along with construction and services ($S409.9 billion)
e agriculture ($83.1 billion).

The main infrastructure sectors — energy and transport — also suffered heavy losses ($43.1
billion and $38.8 billion, respectively).



Introduction

Forecast for key indicators

]

2021 2022
Real GDP growth, % 3.4 -28.8
Nominal GDP, UAH billion 5,451 5,239
Budget balance, $ billion .71 -28.4
Foreign grants, $ billion 0.9 175
Foreign loans, $ billion 2.3 17.4
Headline inflation, % avg 0.8 21.7
Exchange rate (USD), avg 27.3 32.3
Policy rate, % avg 8.7 19.6
Current account, $ billion -3.9 8.0
Change in reserves, $ billion 25  -23
Unemployment rate, % avg 99 206
Nominal wage, UAH avg 13,973 14,846

Source: KSE Institute. UKRAINE MACROECONOMIC HANDBOOK January 2025
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Introduction: Damage and Needs

Estimation of losses by sector as of September 2024

Loss estimation, $ billion, by method

Sector
Revenue Value added |
Industry, construction, and services 4099 133,2
Commerce 450,5 74 4
Demining 42,0 42,0
Agriculture 83,1 33,2
Housing 224 224
Transport 38.8 18.0
Energy 431 12,0
Healthcare 11,4 1.1
Social protection 10,0 10,0
Digital 19,3 8.8
Education 14,5 8.4
Utilities Y ¢ 3.9
Finance 43 43
Culture 7.3 29

TOTAL 11644 385,7

Source: KSE Institute. September 2024



Introduction: External Funds

The G7’s Extraordinary Revenue Acceleration Loans for Ukraine (ERA) mechanism is designed to provide
Ukraine with additional S50 billion in financial assistance over 2024-27, guaranteed by profits from frozen
Russian sovereign assets and structured to prevent fiscal liability by Ukraine. This comes on top of the EU’s

€50 billion Ukraine Facility, which is also being provided over 2024-27.

Exceptional Revenue Acceleration Loans for Ukraine (ERA), S Billion

Loans

Total Grants

- 2024 2025 2026 2027 Total | 2024 2025 2026 2027 Total
European Union | 19.9 0.0 19.9
United States 200 10 30 60 50 150
United Kingdom @ 29 0.0 2.9
Japan i 3.4 | ¥3 13 |
VR % | W NNU—————— . < W————. . . W —— . -
Total 50.0 1.0 3.0 6.0 6.3 16.3 0.0 2238

Source: KSE Institute. UKRAINE MACROECONOMIC HANDBOOK January 2025



Introduction: Internal Funds

Ukraine’s financial sector was relatively underdeveloped and heavily bank based.

UAH min

4000000 Despite the challenges, banks have enjoyed increased inflows of
client deposits, both retail and corporate. Moreover, the share

3500000 - of term retail for deposits has increased due to NBU measures,
thus mitigating potential risks to bank liquidity.
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Introduction: Internal Funds

Around 75% of total bank loans are borrowed by enterprises. Corporate lending in the hryvnia has been
gradually recovering, mostly driven by government support programs like the “5-7-9"” affordable retail loan
program.
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Introduction: Internal Funds

The Ukrainian government encourages foreign portfolio investment in Ukraine, but Ukraine’s capital
and commodity markets remain underdeveloped. Liquidity is limited and investors have few
investment options.

Number of
Asset
Management
Companies

-

Source: Ukrainian Association of Investment Business https://www.uaib.com.ua/
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Introduction: Internal Funds

Total amount of assets under management of Mutual Funds (Venture, Non Venture)

UAH min

700 000 - 19 992
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Source: Ukrainian Association of Investment Business https://www.uaib.com.ua/
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Introduction: Internal Funds

Mutual Funds Asset Allocation as of Sep 2024

Total Asset Value under
Management, UAH min

Corporate Bonds 13 190,8
Shares 8 875,0
Government Bonds 4531,6
Notes 4326,4
Other securities and derivatives 6 664,9
Total 37 588,8

Source: Ukrainian Association of Investment Business https://www.uaib.com.ua/
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Research Questions

1.Why do foreign institutional investors matter?

2.What could motivate foreign institutional investors to support Ukraine's recovery,
reconstruction, and modernization?

3.How foreign institutional investors can facilitate rapid economic recovery and sustainable
growth, laying the groundwork for long-term prosperity?



Why do foreign institutional investors matter?

An institutional investor is a company or organization that invests money on behalf of clients
or members (banks, mutual funds, ETFs, hedge funds)

1.

In the context of inefficient stock market institutional investors may play a critical role in
postwar reconstruction of Ukraine in order to ensure tremendous needs for the recovery

. Shareholder activism has become a prominent strategy for institutional investors seeking

to influence corporate governance. Activist investors can push for efficient changes in
corporate strategy of national entities, leadership, and capital allocation.

. Institutional investors can drive positive corporate governance outcomes by promoting

transparency, accountability, and sustainability.

. Institutional investors have successfully influenced corporate governance practices to

improve company performance and align with sustainable development goals worldwide.



' What could motivate foreign institutional investors to support Ukraine's
recovery, reconstruction, and modernization?

The investment potential in Ukraine is significant because of its large consumer market, highly
competitive workforce, strategic geographical location, and abundant natural resources

1. >50% of the country’s land is arable compared to a quarter in the EU. Beginning January 1,
2024, the second stage of land reform started and the Ukrainian land market opened to legal
entities.

2. Ukraine has reserves of 22 out of 34 minerals that are considered critical for the EU (special
focus on uranium development, corporatization of the state-owned Eastern Mining and
Processing Plant (VostGOK))

3.Relatively stable profitability rate among industrial companies despite the ongoing
challenges



' What could motivate foreign institutional investors to support Ukraine's
recovery, reconstruction, and modernization?

Profitability of operating and all activities of enterprises by type of
economic activity
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' What could motivate foreign institutional investors to support Ukraine's
recovery, reconstruction, and modernization?

Mining and quarrying

Agriculture, forestry and fishing
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' What could motivate foreign institutional investors to support Ukraine's
recovery, reconstruction, and modernization?

] . . ; Agriculture, forestry and fishing (D1)
Data Description 2012-2023, 8 industries, Vining and quarrying (02)
96 observations Manufacturing (D3)

Electricity, gas, steam and air conditioning supply (D4)

Wholesale and retail trade; repair of motor vehicles and
motorcycles (D5)

MOde“ng approaCh PanEI Data AnalyS|S Transportation and storage (D6)

Accommodation and food service activities (D7)

Information and communication (D8)

Model design Profitability;; = a + fLnCapex;: + d_yIndustry + ¢;



' What could motivate foreign institutional investors to support Ukraine's
recovery, reconstruction, and modernization?

Profitability of operational activity of enterprises,%

Profitability of all activity of enterprises, %

LnCapex, UAH min

Operating Income / Operating Expenses

Net Income / Total Expenses

Ln of Gross investment of enterprises

Large companies:

>250 employee

> 20 mln euro asset book value
>40 min euro annual net revenue

512 large entities as of 2023

On average 0,2% of total amount of entities

Medium companies

< 250 employee

< 20 mln euro asset book value
<40 mln euro annual net revenue

14070 large entities as of 2023

On average 4,6 % of total amount of entities

Small companies

< 50 employee

<4 miln euro asset book value

< 8 min euro annual net revenue

14070 large entities as of 2023

On average 4,6 % of total amount of entities



Preliminary Model Results

Capex — total amount of capital investments,
min UAH

Large companies

>250 employees

> 20 miIn euro asset book value
>40 mln euro annual net revenue

Medium companies

< 250 employees

< 20 mIn euro asset book value
<40 mln euro annual net revenue

Small companies

< 50 employees

<4 mlin euro asset book value

< 8 mln euro annual net revenue

Agriculture, forestry and fishing (D1)

Mining and quarrying (D2)

Manufacturing (D3)

Electricity, gas, steam and air conditioning supply (D4)

Wholesale and retail trade; repair of motor vehicles and
motorcycles (D5)

Transportation and storage (D6)

Accommodation and food service activities (D7)

Profitability of all activity of enterprises

Large Medium Small
coefficient coefficient coefficient
(p-value) (p-value) (p-value)
const -39.7839 (0.1315) -152.358 (0,000)*** -131.192 (0,000)***
Ln Capex 3.44574 (0.0342)** 9.83143 (0,000)*** 9.34534 (0,000)***
D 1 7.18326 (0.0649)* 2.04745 (0.6138) -5.36516 (0.3807)
D 2 -5.41089 (0.1966 ) -0.287879 (0.9291) -6.03479 (0.1591)
D 3 -21.7003 (0,000)*** -17.2684 (0.0002)*** -13.4761 (0.0050 )***
D 4 -20.3461 (0,000)*** -4.52461 (0.1387) -20.1624 (0,000)***
D5 -7.73932 (0.1265) -1.45957 (0.6391) -22.6882 (0,000)***
D 6 -14.000 (0.0003)*** -1.88841 (0.5685 ) -16.9501 (0.0008) ***
D 7 -17.081 (0,000)*** -8.00120 (0.0182 ) ** -12.2145 (0.0070) ***
R2 0,50 0,52 0,53
F stat (8,83) 10,54 11,63 12,52




Discussion

1. Fostering an increase in capital expenditure among medium and small business entities (MSMS, micro-,
small and medium-sized enterprises) may lead to the greatest positive change in total companies’
profitability.

2. For example, under the green industrial recovery programme for Ukraine 2024-2028 (a strategic
framework launched by United Nations Industrial Development Organization (UNIDO), funding USD 250
million) this finding may help to prioritize certain industries in financing its modernization and create a
transformative and resilient recovery of Ukraine’s industrial sector and foster sustainable industrial
development.

3. The integration of sustainable practices and technologies is essential for the modernization of the
business sector in Ukraine, particularly in pursuit of the EU Green Deal. Industries that are highly carbon-
dependent are likely to face the greatest challenges along the way. Foreign institutional investors may help
in navigating these changes by assisting the Government in introducing standards and regulations and
encouraging national policy alignment with that of the EU.
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