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Executive Summary

2026: We forecast GDP growth of 1.1%, significant downward revision (Dec-25: 2.1%)

Demand side: Main growth drivers are private consumption, investment activities; but strong
negative contribution from real net exports

Supply side: agriculture, trade with limited recovery, industry stagnates as defence sector
growth is offset by negative implications due to RUS attacks on energy infrastructure, transport
sector

2027: We forecast GDP growth of 2.1%

Improved net exports and sectoral developments on the supply side
External sector outlook:

Exports stagnate, while imports continue to grow

Primary and secondary income impact reduces: Remittances are expected to decline, aid in form
of grants decreased

Inflation outlook: Upward revision to 9.8% yoy eop in 2026, 6.8% yoy eop in 2027, driven by
implications of Iran-conflict, forecast to exceed target range unlike in previous forecast

Budget financing under strong pressure: Cumulative deficit of USD 107.6 bn for 2026/27.
EU support programmes ease pressure for 2026 but gap remains for 2027
Forecast remains subject to large uncertainty related to further development of the war

This forecast was finalised on 02 June 2026
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1. Introduction

Background:

Russia’s full-scale war continues having a devastating impact on Ukraine’s economy: the
displacement of millions of people, extensive damages to capital stock, temporary
occupation of Ukraine’s territories, mines, limited logistic routes affect all sectors

Ukraine is relying on international support, remains highly vulnerable to any disruptions
Moreover, Iran-conflict adds a further external shock on key macroeconomic indicators
The economic development for the next two years will thus be affected by these drivers

However, any forecast of the future economic development is subject to very high war-
related uncertainty

This forecast was finalised on 02 June 2026

Purposes of this analysis:
Update the forecast for the main macroeconomic indicators for 2026 and 2027

Discuss main downside and upside risks for the forecast
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2. Review of recent economic developments

Economic development:

According to the State Statistics Service of Ukraine (2026a), real GDP grew by 1.8% in 2025, but
declined by 0.5% yoy in Q1’2026

The economic situation deteriorated in Q4’2025 and Q1’2026 due to damages to infrastructure
caused by Russian strikes (primarily energy and logistics)

Demand side:
Wages continue growing due to tight labour market conditions
Government indexed pensions, which contributes to consumption growth

Exports stagnated, while imports surged in real terms. The latter was attributed to higher imports of
fuel for generators, in particular

Supply side:

According to the State Statistics Service of Ukraine (2026a), agriculture output increased by 1.2%
yoy in Q1°2026 (it reflects only livestock production)

Industrial production declined by 1.1% yoy in Q1’2026 due to RUS attacks on energy and railway
infrastructure: electricity and gas production and distribution drop by 15% yoy was almost
compensated by increase in extractive industry (+2.4% yoy) and manufacturing (+1.3% yoy)

Retail trade turnover increased by 11.2% yoy in real terms. Wholesale trade showed slow recovery
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Review of inflation and current account

Inflation:

Inflation accelerated: 7.9% yoy in March and 8.6% yoy / 1.4% mom in April, underlying inflation
excluding one-off and seasonal items reached around 1.0% mom as cost pressures persisted.

Inflation push factors: sharp increase in fuel prices linked to Iran-conflict with broad pass-
through across consumer basket; low stocks in key food categories (notably buckwheat), higher
bread prices; continuing real wage growth

Inflation pull factors helped contain second-round effects: moderate growth in private demand,
inflation expectations anchored, limited hryvnia depreciation; government’s continued
postponement of regulated tariff increases for electricity, gas, heating

Current account:
Rising trade deficit: Increase by 46% yoy in 1Q2026

Exports: increased by 2.5% yoy for g/s, Increase in agricultural exports compensated for decline
in exports of mineral and machine building products, and metallurgy

Imports: grew by 23.1% yoy for g/s, driven by mineral products imports, primarily fuel (+61.8%
yoy), energy equipment, defence purchases, gradual recovery in consumer demand

Private remittances stabilized: Potential steady state between new arrivals, family needs, integration

Investment income also stable payments of investment income abroad continued reducing
overhang from past payments due. New profits of FDI firms remained modest.

-> CA deficit increased to USD 9.5 bn in Q1°2026 as compared to USD 7.5 bn in Q1’2025
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Review of economic policies

Government:

Implementation of Ukraine Plan is not on track, resulting in delay of payments under the Ukraine
Facility. Also, EU approved Ukraine Support Loan of EUR 90 bn (EUR 30 bn for budget, EUR 60 bn for
defence) for 2026-2027.

Ukraine continues receiving financing under ERA.

New IMF programme for USD 8.1 bn for four years was launched, however delayed.
First, tax amendments became structural benchmarks, while planned as prior actions initially.
Second, Ukraine did not implement needed decisions in time

Fixed tariffs for electricity, heating, gas for households are kept in place. The moratorium was to be
lifted in Q4-25 but was postponed for one more year. Water tariffs setting was shifted to local level
which is likely to lead to surge in prices.

Overall, committed financial support is sufficient to cover needs in 2026, but only partially 2027.

NBU:

Key policy rate was reduced by 0.5 p.p. to 15% p.a. on 20 January 2026 and then remained at this
level as the NBU postponed the easing cycle in response to implications of the Iran-conflict

Managed floating exchange rate regime still in place
Exchange rate in the first half of 2026 depreciated to UAH/USD 44 .

NBU interventions remain key in balancing FX demand and supply. They remain high and exceed
USD 3 bn per month in average since Jan-26.
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3. Assumptions underlying the forecast (1/2)

Assumptions on the war:
Ukraine will not lose economically significant territories in 2026 and 2027
War intensity will not reduce in 2026, but from mid-2027 onwards

Migration flows will be balanced within the forecast period

Fiscal policy assumptions:

Recovery, reconstruction spending limited to emergency in 2026 and 2027, financed by
donor assistance.

The EU and other international partners will deliver on commitments of financial and
military support needed.

Ukraine will start receiving disbursement under Ukraine Support Loan in June.
Ukraine will be mostly on track with IMF programme
Ukraine will improve implementation of indicators of the Ukraine Plan.

No substantial additional changes in tax policy in 2026 and 2027.

‘paAIasal SIY3U || | HQWO SoIwouo23 uljiag 39 9207 O 1y3uAdod



3. Assumptions underlying the forecast (2/2)

Trade policy assumptions:

Seaborne and overland trade access will not deteriorate over forecast horizon.

The export of defence goods will be partially opened.

Monetary policy and real sector assumptions:

Financial sector will remain stable. The NBU maintain its current monetary
policy approach.

Capital controls will be gradually relaxed in line with the approved strategy.

Ukraine will be able to install some electricity generating capacities, increase
imports, but the electricity supply will remain tight in 2026.

Utility tariffs will be gradually increased (e.g. heating, gas) in late 2026, 2027.

Assumptions on external sector:

IMF assumption: The Iran-conflict will be resolved in mid-summer.
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4. Key forecast indicators for 2026 and 2027

Ukraine’s real GDP change
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Source: Own representation based on State Statistics Service of Ukraine
(2026a), own estimate for 2026-2027

Key GDP parameters:

2026: War intensity remains high, but
international support is sufficient, RUS attacks
on energy, logistic infrastructure worsened
economic perspectives, in addition Iran
conflict increased energy costs

- GDP growth of 1.1% yoy, downward
revision from previous 2.1% yoy (Dec-25)

2027: Assumed war intensity to somewhat
reduce in 2H'2027

- GDP growth of 2.1%
- 18.4% below pre-war level in real terms
Nominal GDP:
2026: UAH 9,567 bn (USD 217 bn)
2027: UAH 10,557 bn (USD 226 bn)

Recovery is limited due to continuation of
full-scale war intensity

Domestic demand remains key contributor to
economic growth
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Contributions to real GDP growth: demand side

Demand side of the economy
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Source: Own representation based on State Statistics Service of Ukraine (2026a), own estimate for 2026-2027
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GDP forecast: demand side

Real GDP forecast: demand side (change in % yoy)

2022 2023 2024 2025 2026E 2027F

GDP -28.8 5.5 3.2 1.8 1.1 2.1
Including:

Private consumption -28.7 4.3 8.5 7.5 4.6 2.5
Government consumption 314 9.2 -4.1 5.7 1.6 -2.7
Fixed capital accumulation -33.9 65.9 2.1 10.9 12.3 9.1
Exports -42.0 -5.9 10.3 -12.8 1.5 2.8
Imports -17.4 8.9 12.5 8.3 8.5 2.6

Source: Own representation based on State Statistics Service of Ukraine (2026a), own estimate for 2026-2027
Private consumption: Growth due to real wage increase (labour shortage pushes wages up),
indexation of pensions, but constrained by increased savings

Public consumption: Decline in real terms in 2027 due to budget constraints

Investments: Growth is attributed to investments into defence as it is also reflected in the special
fund of the budget as well as construction of defence-in-depth protective barriers

Real exports: Agricultural exports remains key. At the same time, CBAM restricts metallurgical
exports. In 2027, exports of defence industry products will increase

Real imports: Increase in imports of goods is attributed to larger defence imports, but also higher
imports of fuel. Imports of services remains strong, though limited by lower purchasing power.

Net exports: Negative contribution of 8.0 p.p. in 2025 is expected to narrow to 4.0 p.p. in 2026 and
0.8 p.p.in 2027
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GDP forecast: supply side

Real GDP forecast: supply side (change in % yoy)

2022 2023 2024 2025 2026E 2027F
GDP -28.8 5.5 3.2 1.8 1.1 2.1
Including:
Agriculture -25.2 11.1 -3.9 -6.2 1.1 2.0
Industry -37.7 6.5 2.8 -1.7 0.2 3.0
Trade -32.2 8.4 0.7 4.2 2.8 3.2
Transport -40.5 7.7 10.8 -8.9 -3.9 2.4

Source: Own representation based on State Statistics Service of Ukraine (2026a), own estimate for 2026-2027

Agriculture: We expect the crop harvest to be somewhat higher than in 2025

Industry: RUS strikes on energy network will result in the decline of real GVA in electricity, gas
production and distribution. Gradual recovery of domestic demand and diversification of

manufactured exports, sustained defence contracts are projected to support moderate growth in
2027

Energy: We expect continued toll from infrastructure damage but repairs, generators, and
distributed generation supporting ongoing resilience

Trade: Gradual recovery in consumer demand and diversification of exports supports domestic
trade in 2026 and 2027

Transport: Sector is expected to continue declining in 2026 primarily due to Russian attacks. It will
recover gradually in 2027 due to higher domestic and external volumes
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Current account forecast

2022 2023 2024 2025 2026E 2027F
Current account balance USD bn 6.2 -10.8 -16.9 -34.2 -33.0 -37.8
% of

Current account balance (:[;)P 3.8 -5.9 -8.9 -16.0 -15.2 -16.7
Exports of goods USDbn 41.2 35.1 39.3 38.3 40.9 42.9

Imports of goods USD bn -56.5 -65.5 -72.3 -89.6 -107.2 -113.0
Balance of services UsSD bn -12.5 -8.7 -7.5 -7.9 -7.5 -6.8

T f d

ransters an USDbn 38.1 34.6 315 336 497 48.3

remittances*

Source: National Bank of Ukraine (2026a). own estimates for 2026-2027 , Note: Current account also covers investment income which is not shown
in the table.

Goods exports: We expect limited growth in agricultural and steel exports in 2026 and 2027 and
moderate improvement in exports prices for these categories to reflect added costs

Goods imports: Drivers for high imports in 2025, i.e. high defence needs and demand for energy as
well as energy equipment, remained relevant so far in 2026 and will hold to lesser degree in 2027.
In 2026 higher fuel prices due to Iran-conflict also contribute to nominal imports growth. Imports
growth next year will be limited by financing scarcity.

Service trade: Deficit is driven by the spending by displaced Ukrainians abroad and war uncertainty
limiting IT services exports growth. Service imports is projected to stabilize in 2026 and 2027

(*)Transfers and remittances: Growing integration of displaced Ukrainians limits transfers to
Ukraine. Transfers and remittances refer to sum of net wage income and secondary transfers and
includes projected grants to the state budget at USD 35 bn in 2026 and 2027, under Ukraine
Support Loan and other EU aid.
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Source: Own representation based on State Statistics Service of Ukraine (2026b), own estimate for 2026-2027

2026 and 2027: 8.6% aop and 9.8% eop in 2026 and 7.4% aop and 6.8% eop in 2027

»

Inflation will accelerate in 2026 due to higher energy prices caused by Iran-conflict.

Consumer demand is forecast to increase only moderately, while competition is expected to
remain significant.

Assumed small increases in heating, electricity and natural gas prices will add to inflation will
somewhat contribute to inflation in 2027

Labour market is expected to remain tight, keeping labour costs high

15
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Fiscal forecast

Summary of fiscal indicators

2026E 2027F
Consolidated fiscal deficit (grants not 378 40.8
accounted as revenues), USD bn

Consolidated fiscal deficit (grants not

accounted as revenues), % GDP 174 180
Financing needs, incl. domestic debt

refinancing USD bn 207 230

Assumed international aid (grants and 330 360

loans), USD bn
Source: own forecast for 2026-2027,
Note: military support under Ukraine Support Loan is not included here

State and guaranteed by state debt
120 ~

[v)
% GDP 101.2 104.2 100.9
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Source: own representation based on Ministry of Finance (2026). own
forecast for 2026-2027

2026: Financing needs are covered by
ERA mechanism, Ukraine Facility, and
Ukraine Support Loan

Disbursements conditional on the
implementation of indicators and
conditionalities (Ukraine
Facility/Ukraine Support Loan)
2027: Uncertainty regarding full
coverage of needs, significant gap still
exists
Budget financing needs at USD 51 bn,
Most of financing is expected from
Ukraine Support Loan: EUR 16.7 bn
for budget, UKR Facility planned at
only EUR 1.2 bn
Public debt (incl. guarantees) is set to
peak at 104% of GDP in 2026 and likely
fall to 101% in 2027
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5. Key forecast risks

Downside risks:
Worsening of security situation and further occupation of territories
Longer Iran-conflict, resulting global inflation spiral
Increasing infrastructure and energy system destruction across Ukraine

Delays in the implementation of conditionalities required under supporting
schemes and, as a result, delays in financial assistance from IFls, donors

Damage to grain export facilities, as well as disruption of seaborne exports

High mobilisation and migration, which would intensify labour shortages

Upside risks:

De-occupation of Ukrainian territory, faster than assumed improved security
situation and start of large-scale reconstruction effort

Faster than expected recovery of seaborne exports

Larger than expected donor inflows. i.e. for reconstruction or from frozen assets
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Annex: Technical note on modelling

The forecast was produced using the |ER short-term macroeconomic
forecasting model. The model is based on iterative-analytical techniques.
grounded in the system of national accounts.

The model looks at GDP and its components based on production and
expenditures. The final result of the GDP forecast is based on forecasts for each
component.

The forecast for each component is produced using scenario assumptions and
historical relationships. The forecast is built on a system of built-in proportions.
which are expected to stay fairly constant.

Components of the GDP by production and by expenditures are interconnected.

Real GDP growth is determined by the summation of the contributions of each
component. If the two sides of the GDP accounting equation are not balanced.
then another iteration begins. The iterations continue until the two methods of
GDP produce balanced results.
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Annex: Forecast indicators

2022 2023 2024 2025 2026F 2027F

Real Economy

Nominal GDP UAH bn 5239 6 628 7 662 8931 9 567 10 577
Nominal GDP USD bn 162.0 181.2 190.8 214.2 216.8 226.5
Real GDP % yoy -28.8 5.5 3.2 1.8 1.1 2.1
aop, %
Consumer price index yoy 20.2 12.8 6.5 12.7 8.6 7.4
eop, %
Consumer price index yoy 26.6 5.1 12.0 8.0 9.8 6.8
Balance of Payments
Current account balance USD bn 6.2 -10.8 -16.9 -34.2 -33.0 -37.8
Current account balance % of GDP 3.8 -5.9 -8.9 -16.0 -15.2 -16.7
Exports of goods USD bn 41.2 35.1 39.3 38.3 40.9 42.9
Imports of goods USD bn -56.5 -65.5 -72.3 -89.6 -107.2  -113.0
Balance of services USD bn -12.5 -8.7 -7.5 -7.9 -7.5 -6.8
aop,

Exchange rate (official) ~ UAH/USD 32.3 36.6 40.2 41.7 44.1 46.7

Source: own representation based on State Statistics Service (2026a, b), National Bank of Ukraine (2026), own estimate for 2026-2027
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