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• Today, the State Statistics Committee reported that CPI 
grew 29.3% yoy in June, down from 31.1% yoy in May 

• Food prices showed obvious signs of subsiding, as 
prices for newly harvested fruits and vegetables, and 
dairy dipped 

• Amendments to the 2008 state budget with inflation-
adjusted revenues and expenses are set to be adopted 
this week  

 
Rundown of June data 
Today, the State Statistics Committee announced June’s CPI and 
PPI numbers. In yoy terms, CPI decreased for the first time this 
year. The main drivers of June’s CPI growth were food (0.6% 
mom) and utilities (2.0% mom), both accounted for 0.6% of 
CPI's 0.8% mom growth. In contrast, growth in producer prices 
accelerated, propped up on utilities (+8.9% mom), metallurgy 
(+6.6% mom), oil refining products (+5.2% mom) and 
machinery (+5.2% mom). 

May June May June May June
CPI 1.3 0.8 14.6 15.5 31.1 29.3
PPI 3.7 4.2 24.2 29.4 39.4 43.7

      % mom       % YTD       % yoy

 
 
Food prices calm down 
Notably, food prices, the crucial contributor behind the current 
CPI surge, increased at the lowest rate month-on-month since 
March 2007. In yoy terms, food product prices grew 43.9%, 
down from 48.5% in May. Prices across the range of food 
products subsided significantly in June. The supply of newly 
harvested fruits and vegetables played a part, as did the 
seasonal correction on dairy and eggs. 
 
Food and beverages prices, % mom 
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We contend that stabilizing food prices will induce a further 
slowdown in CPI and pull it back to 21.0% yoy by the end of 
2008. There is a certain risk that unabated growth in producer 
prices will eventually reflect in consumer prices – this can be 
expected to be observed in late 2008 - early 2009: CPI 
performance tends to lag PPI with a half-year interval.  
 
Government CPI forecast will tend to limit demand-side 
price pressure  
This week, the Verkhovna Rada is scheduled to vote on the 2008 
state budget amendments approved by the Cabinet of Ministers 
on July 5. Budget numbers were adjusted for the new CPI 
forecast (15.9% yoy in 2008, vs. previous 9.6%), which as 
before, we see as unrealistic. On a positive note, this could play 
an inflation-constraining role: social payments included in budget 
expenditures have not been upgraded as much as they would 
have been under a higher inflation target, therefore demand-side 
pressure on prices will be limited. 
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CPI growth plunges back into the 20s  
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Key macroeconomic indicators 

2007 2008E 2009F
Real economy
Real GDP, % yoy 7.6 6.8 6.5
Nominal GDP, USD bln 141.2 194.0 239.3
Industrial output, % yoy 10.2 8.7 7.5
CPI (eop), % yoy 16.6 21.0 15.0
PPI (eop), % yoy 23.2 33.0 18.0

Retail trade, % yoy 28.8 25.5 25.0
Banking assets, % yoy 76.0 50.0 45.0
Construction, % yoy 15.8 5.0 10.0

External sector
Trade balance, % GDP -5.6 -5.5 -5.8
Current account balance, % GDP -4.2 -4.5 -5.3
Net FDI, USD bln 9.9 11.4 15.0
NBU reserves, USD bln 32.5 38.7 37.5
External debt, % GDP 59.9 58.8 58.8

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 -0.5  
Source: State Statistics Committee, National Bank of Ukraine, 
Concorde Capital estimates 

 
Prices for core commodities, as of July 8, 2008 

Current %, YTD %, yoy

Gas imports, USD/tcm 179.5 0% 38%
Crude oil (URALS), USD/bbl 137.0 49% 87%
Winter wheat, USD/mt, FOB** 292.0 14% 33%
Square billet, USD/mt, FOB** 1170.0 116% 139%
**Black Sea ports  
Source: Bloomberg, Metal-Courier   
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PPI and steel & oil prices 
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PPI concerns... 
Soaring commodities prices were the main motivator of the acute rise 
in Ukrainian producer prices: metallurgy +67.7% yoy, oil refineries 
+75.0% yoy in June. Moreover, a 4.2-4.9% price hike for electricity in 
June and bumping the special surcharge on domestically-sold gas from 
4% to 6% for the chemical industry and from 8% to 12% for other 
industries resulted in a 8.9% mom spike in the utilities component of 
PPI. The latter sector contributed 1.6% of PPI's 4.2% mom advance. 
Unlike their consumer counterpart, producer prices are not as easy to 
tackle with monetary or fiscal policy, as they are strongly exposed to 
the fundamental long-term supply-demand patterns of both domestic 
and international markets. We retain our forecast of annual PPI growth 
at 33.0% in 2008, but will keep abreast of the situation. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
Inflation: Back to the twenties   July 08, 2008 

 

 
 
 

3 

 

CONCORDE CAPITAL 

Concorde Capital 
2 Mechnikova Street 
21st Floor 
Kyiv 01601, UKRAINE 
 
 

 

Tel.: +380 44 391 5577 
Fax: +380 44 391 5571 
www.concorde.com.ua 
office@concorde.com.ua 
 
 
RESEARCH  
 
 
 

CEO 
Igor Mazepa 
 
 
Head of Equity Sales 
Roman Nasirov 
 
Equity Sales  
Anastasiya Nazarenko 
Duff Kovacs, CFA 
Marina Martirosyan 
Andriy Supranonok 
 
 
Director of Research 
Konstantin Fisun, CFA 

 
im@concorde.com.ua 

 
 
 

rn@concorde.com.ua 
 
 

an@concorde.com.ua 
dk@concorde.com.ua 

mm@concorde.com.ua 
sap@concorde.com.ua 

 
 
 

kf@concorde.com.ua 

 

   

Strategy 
Konstantin Fisun  
Oleksandr Klymchuk 
 
Metals & Mining 
Eugene Cherviachenko 
Andriy Gerus 
 
Utilities (Telecom, Energy) 
Alexander Paraschiy 
 
Oil & Gas, Chemicals, 
Pharmaceuticals 
Vladimir Nesterenko 
 
Real Estate/Construction 
Andriy Gostik, CFA 
Alexander Romanov 
 
Consumer-related 
Olha Pankiv 
Anna Dudchenko 
 
Machinery 
Inna Perepelytsya 
 
Financial Services, Retail 
Alexander Viktorov 
 
Macroeconomics 
Polina Khomenko 
Andrii Parkhomenko 
 
Fixed Income 
Oleksandr Klymchuk 
 
Editor 
Brad Wells 

 
kf@concorde.com.ua 
ok@concorde.com.ua 

 
 

ec@concorde.com.ua 
ga@concorde.com.ua 

 
 

ap@concorde.com.ua 
 
 
 

vn@concorde.com.ua 
 
 

ag@concorde.com.ua 
ar@concorde.com.ua 

 
 

op@concorde.com.ua 
ad@concorde.com.ua 

 
 

pi@concorde.com.ua 
 
 

av@concorde.com.ua 
 
 

pk@concorde.com.ua 
pav@concorde.com.ua 

 
 

ok@concorde.com.ua 
 
 

bw@concorde.com.ua 
 

Disclaimer  
 
THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR 
INFORMATIONAL PURPOSES ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, 
INVESTORS SHOULD BE AWARE THAT CONCORDE CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT. 
 
THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. 
THIS DOCUMENT DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS 
CONFIDENTIAL TO CLIENTS OF CONCORDE CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.  
 
CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED 
TO HEREIN, AND MIGHT AT ANY TIME MAKE PURCHASES AND/OR SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A 
MARKET-MAKER IN THE SECURITIES DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES PRINCIPALLY RESPONSIBLE 
FOR THE PREPARATION OF THIS REPORT RECEIVE COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK, 
STOCK PICKING, COMPETITIVE FACTORS, FIRM REVENUES AND INVESTMENT BANKING REVENUES. 
 
PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL 
INSTRUMENTS SUCH AS DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK. 
 
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 INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.  
 
THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL 
SERVICES AND MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND 
MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA. 
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