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Key macroeconomic indicators
2007 2008E  2009F
Real economy

Real GDP, % yoy 7.6 6.8 6.5
Nominal GDP, USD bin 141.2 202.4 246.8
Industrial output, % yoy 10.2 7.0 7.5
CPI (eop), % yoy 16.6 21.0 15.0
PPI (eop), % yoy 23.2 40.0 18.0
Retail trade, % yoy 28.8 25.5 25.0
Banking assets, % yoy 76.0 50.0 45.0
Construction, % yoy 15.8 -2.0 5.0

External sector

Trade balance, % GDP -5.6 -4.9 -5.8
Current account balance, % GDP -4.2 -4.3 -5.3
Net FDI, USD bin 9.9 11.4 15.0
NBU reserves, USD bin 32.5 42.0 50.5
External debt, % GDP 59.9 56.8 57.9

Monetary & fiscal policy

Money supply (M3), % yoy 51.7 25.0 40.0
Official UAH/USD (eop) 5.05 4.95 4.90
Consolidated budget, % GDP -1.1 -1.0 -0.6

Source: State Statistics Committee, National Bank of Ukraine,
Concorde Capital estimates

Prices for core commodities, as of September 10
Current %, YTD %b6, yoy

Gas imports, USD/tcm 179.5 0% 38%
Crude oil (URALS), USD/bbl 97.1 5% 36%
Winter wheat, USD/mt, FOB** 261.0 2% 20%
Steel square billet, USD/mt, FOB** 680.0 7% 32%

**Black Sea ports

Source: Gas of Ukraine, Bloomberg, Agriculture Analytical
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Yesterday the State Statistics Committee reported
industrial output decelerated for the first time, on a
year-on-year basis, in two years. In August, industrial
production fell 5.32%%6 mom, or 0.5%6 yoy.

The deepest decline in production across industries in August
occurred in metallurgy (-11.6% mom), the largest component of
industrial output. Metallurgy contributed, according to our
estimates, -3.4% of the total -5.3% yoy fall.

Industrial output decrease by sector in August, chg mom
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The slide in steel prices, which began in July, gathered steam in
August, falling -22% mom, leading steel mills to cut output
dramatically. In August, their capacity utilization was the lowest
in the last two years (below 80%). Eager to benefit from record
high prices in mid-summer, steel producers ran at full capacity
June-July. By the time it was clear the downtrend was
sustainable, manufacturers had built-up sizable inventories, which
is now allowing them to scale back production and sit until prices
turn up again.

Industrial output by sector in August
chg mom chg yoy

Mining -2.0% 2.3%
Processing industry -6.0% -1.1%
Food -2.6% -3.5%
Light industry -11.7% -9.9%
Wood industry -2.2% 10.7%
Pulp & paper 1.8% 9.0%
Coke & oil products 4.7% -4.9%
Chemicals & petrochemicals -5.9% -9.1%
Other mineral production -5.3% 6.2%
Metallurgy -11.6% -8.6%
Machine building -7.7% 13.4%
Utilities 1.2% 4.3%
Industrial output -5.3% -0.5%

Source: State Statistics Committee

We expect further deceleration in output from the metallurgy
sector in September, as prices are continuing to tumble. This
month began with steel makers at 76.1% capacity utilization,
even less than in August.

In our view, growth in metallurgical production and overall
Ukrainian output will rebound only in October, when steel
producers' inventories are exhausted and seasonal global demand
for steel is higher. Even after industrial output picks up, it is
unlikely to make up for the unexpected drop in August; we are
now reviewing our 2008 forecast for industrial output for
downgrade.
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DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE DO NOT PURPORT
THIS DOCUMENT TO BE ENTIRELY ACCURATE AND DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY OPINIONS EXPRESSED HEREIN ARE
STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART
WITHOUT PRIOR PERMISSION IS PROHIBITED.

NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON
(WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED
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