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Overview
Economic recovery constrained as long as the war continues: +2.1% 2026, +2.6% 2027

Growth driven by private consumption and investment, negative contribution from net
exports; sectoral outputs in agriculture, industry, transport with limited recovery

Inflation again rising driven by implications of the Iran conflict, restrictive monetary policy to
be continued

Current account deficit to rise sharply to 21% of GDP in 2026 as exports stagnate while
imports continue to grow, external financing essential for external stability

New EU Support Loan key to cover budget (and external) gap, meeting reform
conditionalities would open up disbursements

Debt-to-GDP ratio above 100%, but mainly at concessional terms from foreign lenders

Special issues
Reform proposals for simplified tax system: Adjusting threshold for VAT is key
CBAM: Strong negative impact on UKR exports to the EU creates challenges
Biomethane: Exports with potential to rise, but EU market access challenges remain
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Basic indicators

Ukraine Moldova Georgia Romania Poland
GDP, USD bn 213 20 38 428 1,036
GDP/capita, USD 6,499 8,542 10,346 22,725 28,374
Population, m 32,8 2.4 3.7 18.8 36.5

Source: Own representation based on data of the International Monetary Fund (IMF, 2026a), data for 2025

Trade structure

Exports

EU 62% | Tuarkiye 8% | China5% | Others 25%

Cereals

18%
Others
36%
Plant Qils
15%
Wood
4%
Metals
8%
Oil seeds Electric Ores
6% machines 7%

6%

Source: own representation based on data of the State Statistics Service of Ukraine (State Statistics

Service of Ukraine. (2026a), trade in goods for 2025

Imports

EU 44% | China23% | Turkiye 7% | Other 26%

Electric
machines
15%
Others
48% Minerals
13%
Transport
11%

Other machinery
Plastics 9%

4%

Source: own representation based on data of the State Statistics Service of Ukraine (State
Statistics Service of Ukraine. (2026a), trade in goods for 2025
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Economic growth

Real GDP growth
6 - % yoy 5.5
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Sources: own representation based on data from the State Statistics Service (Ukrstat, 2025b), *Betliy
et al. (2025) forecast

Forecast given different assumptions about war continuation
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== |\F baseline: war intensity reduced from end-2026

IMF downside: war intensity reduced from end-2028

2025 2026 2027 2028

Sources: own representation based on IMF (2026b)

2025: Real GDP growth 1.8%, slowdown
compared to previous year

2026/2027: Only slight improvement if
war continues

1Q26: GDP declined by 0.5% yoy

Significant destructions of electricity
capacity, power generation capacity
fell from 38 GW (2021) to 11 GW
(Jan-26) (IEA, 2025,2026)

Growth driven by private
consumption, repair investment, no
recovery of exports

Large war-related uncertainty: 7 pp
growth difference between IMF baseline
and downside scenario in 2028

Economic recovery remains constrained
as long as the war continues

Extraordinary uncertainty persists
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GDP: supply side

War damages to infrastructure

ICT /municipal infrastr. Others
0,
3% 2% Housing sector
31%
Health/social/culture ' °
3%
Education sector
7%
Total
Agriculture USD 195 bn

6%

Industry
10%
Energy/water

17%

Transport
21%

Source: own representation based on data from World Bank (2026)
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Human capital impact: Air alert affecting school education
Lessons per
week

4.9

Missed lessons
per week due to
air alert
warnings

B Average lessons
per week

2020

Sep24-Feb-25 avg

Source: own representation based on Savisko & Karakai (2025)

Capital stock and sectoral development

Damages to capital stock increased by USD
19 bn 2025 yoy to USD 195 bn (despite
repairs), affecting sectoral development

Housing repairs drive construction sector

Due to infrastructure/energy damages:
transport and industry shrinking

Labour supply

Shortage of (skilled) labour continues: main
constraint for companies (NBU, 2026a)

2021: 26.6% of total companies
4Q25: 47.2%

Future labour supply quality affected by war:
due to air alerts, students miss ca. 17% of
lessons

Production factors capital and labour strongly
affected by war
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GDP: demand side

Growth contribution Growth contribution

20 7 pp, yoy

» Private consumption drives growth
10
» Investment as a secondary key driver: repair,

activities in defence sector

10 » Public consumption: depending on the

e availabilty of financial aid
—Reatoor » Net exports continue to have significant
o0 negative impact, as exports lag imports
.40 -
2022 2023 2024 2025 2026* 2027*
Sources: own representation based on data from Ukrstat (2025b), *Betliy et al. (2025) forecast Role of the private sector

Private vs public investment » Investment-to-GDP ratio keeps rising: 15% in

25 7 % of GDP )
 Private investment M Public investment 2019 vs 22% in 2025 (= EU average),

20 - <1 3.9 projection: 22% 2027

- 47 54 » Private investment dominates: 77% of total
investment in 2025 (EU avg. 85%); share

10 - 2.5 increasing (74% over 2019-21)
- But constrained by limited access to

5 4 . . . .

finance, investment climate, security
0 A - - - - - - » For economic convergence to EU peers, rising
2021 2022 2023 2024 2025 2026* 2027*

investment-to-GDP ratio key

Source: own representation based on data from the IMF (2026b), *forecast
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Inflation and monetary policy

Inflation
18 7 %yoy
16 -
14 -
12 -

10 A

Jan-24  Apr-24  Jul-24  Oct-24 Jan-25 Apr-25 Jul-25 Oct-25 Jan-26
Source: own representation based on data from the NBU (2026b)

Policy rate

16 4 % p.a.

15 | p-

14 4

13 4

12 4

11 T T T T T T T T
Jan-24 Apr-24 Jul-24 Oct-24 Jan-25 Apr-25 Jul-25 Oct-25 Jan-26

Source: own representation based on data from the NBU (2026¢)

Inflation

Disinflation period until Jan-26

Feb-26: slight acceleration to 7.6% yoy,
driven by service prices (NBU, 2026b)

With rising households’ inflation
expectations amid the implications of Iran-
conflict, inflation to stay elevated (NBU,
2026¢), lifted forecast from 7.5% (Jan-26) to
9.4% (Apr-26) for 2026 eop

Policy Rate

One cut 50bp in Jan-26 to 15% yoy

In Mar-26, further easing postponed as new
risks emerged due to the price implications
of the Iran-conflict

No easing expected in the short-term

Restrictive monetary policy will be kept
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Current account

Current account balance

6 % of GDP
O i T . T T T T
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5.3 I
-8.4
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18 | -14.9
24 J -20.8 215

2022 2023 2024 2025 2026* 2027*

Source: own representation based on data from NBU (2026d), * Betliy et al. 2025 forecast

Components of the current account

40 9 ysD bn
20 ~
0 41
-20 4
-40 -
HE Net exports
60 A Primary, secondary income
— A
-80 -
2022 2023 2024 2025 2026* 2027*

Source: own representation based on data from NBU (2026d), * Betliy et al. 2025 forecast

Development

Current account deficit continues to
widen, adding pressure on the
exchange rate

External financial assistance remains
crucial to ease pressure on reserves

Components

Trade deficit continues to widen, driven
mainly by declining agricultural, steel
exports and growing imports

Primary, secondary income (incl.
remittances, grants) decline

As a result, deficit is increasing

External financial support remains
essential for exchange rate stability and
for financing the current account deficit
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Exchange rate and reserves

Exchange rate and reserves

USD bn

= |nternational reserves (left scale)

Exchange rate (right scale)

UAH/USD

B\

Jan-24

Jun-24 Nov-24 Apr-25 Sep-25 Feb-26

Source: Own representation based on data from NBU (2026e)

Jan-24

FX interventions

UsSD bn

= Net sales Trade deficit (goods+services)

v

45
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35

30

Jun-24 Nov-24 Apr-25 Sep-25

Source: Own representation based on data from NBU (2026f,d)

Feb-26

Exchange rate and reserves

NBU allows for controlled depreciation via
managed flexible exchange rate regime

Reserves at USD 48.2 bn (Apr-26); their
evolution depends on the attraction of
external financial aid as well as intervention
behaviour

FX interventions

Monthly trade deficit and FX net sales move
broadly in tandem

Trade deficit (12 months moving average)
reached record high of USD 5.3 bn in Apr-26

FX interventions continue to support
exchange rate stability

Reserves cover ~4.9 months of imports
(NBU, 2026g)

Regular FX market interventions continue

External financial aid ensures macro-financial
stability, supports build-up of reserves
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Budget

Budget deficit (excl. grants)
USD bn % of GDP

2022 2023 2024 2025 2026* 2027*

I Budget deficit Budget deficit, share of GDP (right)

Source: own representation based on data from NBU (2026h), *Betliy et al. (2025) forecast
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Financial needs and aid
UsSD bn BN Financing needs incl. debt refinancing

I EU financing aid commitment
mmmm Other countries financing aid commitment

2026 2027

Sources: own representation, *Betliy et al. 2025 forecast, IMF (2026b)
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Budget indicators

»

»

2025: Deficit constant at 25% of GDP
- Defence spending at 34% of GDP

- Availability of aid led to fiscal stimulus,
public consumption increased by 5.7%
yoy in real terms (Ukrstat, 2026b)

2026/2027: Deficit estimated at 21% this
year, 18% 2027, given continuation of war

Coverage of financial needs

»

»

»

»

Budget deficit + debt refinancing needs at
USD 68 bn in 2026, USD 60 bn 2027

Financial aid commitments cover around %
of needs, additional (limited) domestic
borrowing can cover gap

EU support loan key to avoid massive
expansion of domestic borrowing (incl.
monetary budget financing)

Meeting reform conditionalities additional
uncertainty

EU support loan important elementin
financing strategy over 2026-27
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Public debt

State and state-guaranteed debt
% of GDP
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2025 forecast
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Domestic vs external state and state-guaranteed debt

USD bn M External debt IFls, partner countries

M External debt eurobonds, commercial banks
B Domestic debt

41 40 44 46

2027*

Source: own representation based on data from the Ministry of Finance of Ukraine (2026) *Betliy et al.

2021 2022 2023 2024

Source: own representation based on data from the Ministry of Finance of Ukraine (2026)

2025

»

»

»

Debt-to-GDP ratio continues to rise,
exceeding 100% of GDP by 2026

Debt restructuring strategy: e.g. recent
exchange of GDP-linked warrants for new
Eurobonds in Dec-25 (IMF, 2026b)

Next steps in negotiations to follow, e.g.
with investors holding Ukrenergo’s state-
guaranteed bonds

Domestic vs. external Debt

»

»

Debt in absolute terms rose by 118% 2021
vs 2025

Key Driver: Loans from IFls, partner
countries

- Majority of financial aid comes in form of
loans, but under concessional conditions

- Exchange rate composition changes:
2021: UAH 37%, USD 34%, EUR 13%,
2025: UAH 21%, USD 23%, EUR 45%

IFIs and partner countries have become the

main creditors

10
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External trade in goods

60 7 USD bn
45 | 41 35 39
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External trade

40
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Source: own representation based on data from the NBU (2026d), *Betliy et al. (2025) forecast

External trade in services

20 - USD bn
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Sources: Own representation based on NBU (2026d)

2024

W Exports M Imports M Balance

2025

External trade in goods

» Exports stagnate, 1/3 below pre-war levels,
no recovery in sight

» Imports are growing, expecting to reach 2.4x
exports in 2027

- Main goods: Machinery/equipment
accounted for 38% of imports in 2025

» The trade deficit is widening sharply

External trade in services

» Before the war, Ukraine experienced a
surplus in service trade

» Now, changed: IT service exports, as main
export category, stagnate

» Service imports above pre-war but on a
downward trend recently, driven by
reducing spending of Ukrainians abroad

» Exports stagnate, goods imports rise sharply
» Trade deficit widening

11
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German-Ukrainian trade and investment ties

German trade with Ukraine

10 HEUR bn MW Exports HImports M Balance 8.2 93
8 4 7.0
6.2
6 4 54 48 47
4.1
4 -
2.3 17

5 .
O -
iy
-4 A 3.1 3.2 2.9 35 3.1
-6 -

2021 2022 2023 2024 2025

Sources: own representation based on data from the Statistisches Bundesamt (2026)

Inward flows of FDI from Germany to Ukraine

800 q1ysb m
B New equity M Reinvestment of earnings M Debt

600 -
400 A

200 A

|-

-200 A

-400
2021 2022 2023 2024 2025

Source: own representation based on data from the NBU (2026i)

Trade

»

»

2025: Record trade volume of EUR 12.5 bn,
exceeding DEU-RUS trade by 52% (!)

Growth in DEU exports to UKR driven mainly
by military equipment (ca. 35% of exports)

German investment in Ukraine

»

»

»

»

»

FDI development with mixed picture

Number of AHK UKR members increased by
75% 2021 vs. 2025

Federal guarantees remain a key instrument:

50 new projects receive insurance, volume
EUR 400 m since 2022 (BMWE, 2026)

Still, low level of FDI inflows, esp. new equity

Stock declined from USD 3 bn to USD 2.2 bn,
DEU fell from 5t to 7t position of source
countries 2021 to 2025 (NBU, 2026j)

Trade ties are stronger than ever
Potential for increasing investment ties

12
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Reform proposals for simplified taxation system

STS private entrepreneurs (PE) breakdown in 2024

Number in L .
thsd PEs with signs of abuse in other sectors, thsd
sd.

250 4 \ PEs with signs of abuse in trade, thsd Group 3
| Group1 Group 2 ! turnover
| turnover turnover ! threshold

200 - | threshold threshold !

: :
! 1
150 1 ! 1
! 1
! 1
! 1
! 1
100 4 ! 1
! 1
! 1
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! 1
30 1 ' I HoReCa

| -: . UAH million
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Source: repr'.esentation from Slutskiy et al. 2026

Sectoral distribution of STS PEs affected and unaffected by VAT

registration threshold, all groups combined, 2024

Number in

M PEs affected, thsd
600 1 thsd

PEs unaffected, thsd

500 -
400 -
300 -
200 -

100 A

o H E = =

Trade incl. IT& Logistics, Real estate & Education,
vehicle repair  professional ~ warehousing  construction  healthcare &
activities and delivery social services

Manufacturing

Source: representation from Slutskiy et al. 2026

HoReCa

Other

Reforming the simplified taxation system
(STS) is priority under new IMF programme

Currently, VAT is paid only in group 3
PE cluster at threshold to avoid VAT

Currently, 99% of turnover generated
within STS is exempted from VAT

Fiscal revenues are lost

In Slutskiy et al. 2026, we assessed the
impact of abolishing the VAT exemption

Initial IMF proposal: threshold of UAH 1 m
Affecting 87% of turnover within STS
Main sectors affected: trade, IT

Gov proposal: threshold of UAH 4 m

Our assessment:

Thresholds of UAH 4 m and above are
unlikely to materially deter artificial
fragmentation of business activity

Threshold at UAH 2.5 m to balance
revenue mobilisation, compliance costs

Choice of threshold key to implement
efficient tax reform
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Impact of EU CBAM on UKR exports

Ukraine’s exports of CBAM goods to the EU

7 USD bn
1 7.2
4 3.7
33 3.4
_ I I I
2021 2022 2023 2024 2025E

Source: Own display based on estimated UKR exports using quantity of EU imports from UKR in
2021-2025 (Eurostat, 2026b) and UKR unit values of exports to the EU Source: State Statistics
Service of Ukraine (2026b)

Impact of the CBAM on UKR exports to the EU

- UKR exports to EU, USD m 2027 vs 2025

2025 2026E  2027E USDm %

Cement 147 10 5 -142 -96%
Aluminium 105 103 104 -2 -2%
[ron and steel 3,140 2,107 1,895  -1,245 -40%
Fertilizers - -34%

Source: Own display based on estimated UKR exports using quantity of EU imports from UKR in
2021-2025 (Eurostat, 2026b) and UKR unit values of exports to the EU Source: State Statistics Service
of Ukraine (2026b)

CBAM applies carbon price to EU imports of
selected goods to address carbon leakage,
align carbon costs with ETS

UKR exports of CBAM goods to the EU:
USD 3.4 bn; 15% of UKR exports to EU
Close to 2% of UKR GDP (2025 est.)

2026-27 cumulative CBAM impact on UKR
exports to the EU: - USD 1.4 bn (-41%),
equivalent to 0.7% of UKR GDP

Impact mainly on the iron and steel sector:

Sector dominates UKR CBAM exports to
EU (92% of the total)

Faces highest absolute CBAM cost per t
(USD 147 in 2026, USD 179 in 2027)

Total sector losses: - USD 1.2 bn (-40%)

Strong impact, frontloaded and highly
concentrated

To ease the impact:

Prioritise emissions verification support
for CBAM-exposed exporters

Reform own carbon-pricing; use revenues

together with other funds to support
domectic decarbonication efforte
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Biomethane potential in Ukraine

UKR production capacities: estimate and target
19 bnmd

0.9
0.8
0.7
0.6
0.5
0.4
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0.1 1

2025 2026E
Energy)

Source: own representation based on data from Jasko (2026), Ministry of Energy Ukraine (2025)

UKR biogas, biomethane exports by destination countries (2025)

2030Target (Ministry of

5 - USD m

W 271119 biogas_liquified
4 W 271129 _biomethane

W 2711_no_specification
3 -
2 -
1 i U.U

1.13
0 T T T 019 T 0.007
Poland Germany Hungary Slovakia Lithuania

Source: own representation based on data from State Statistics Service of Ukraine (2026¢)

Domestic supply

» UKR: installed production capacity of 52m m?
in 2025, expected to double in 2026, gov
target 1 bn m3 by 2030

» Capacity expansion requires investment costs
in e.g. industrial equipment, engineering &
consulting services, leading to supply chains
opportunities

Export demand

» EU seeks reducing gas consumption by 116
bm?3 by 2030 (~30% vs 2020), investment
volume of EUR 37 bn (REPowerEU)

» Use of 17 bm?3 of biomethane (incl. imports
from UKR) is key component for that target

» Biomethane is subject to green premium
UKR Exports

» UKR started exporting biomethane to the EU
in 2025

» Part is biomethane via pipeline

ANS

» Partis liquified biogas via truckloads

However, various market access issues still
not resolved
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