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• We downgrade our GDP growth forecast to 3.3% yoy 
in 2008 and -2.0% in 2009; we also change our 
projection of the 2009 C/A deficit to 3.3% of GDP 

• We forecast the hryvnya to depreciate further, and 
average 6.50 against the dollar in 2009  

 

GDP by sector in October 
10M08 2008E

Agriculture 18.3% 16.0%
Industrial production 3.2% -4.0%
Construction -12.7% -15.0%
Trade 6.3% 5.0%
Transport and communication 10.4% 9.0%
Education -0.1% 1.0%
Health, social work -0.8% 1.0%
Other economic activity 4.1% 3.0%
Net taxes 14.6% 15.0%
GDP 5.8% 3.3%  
Source: State Statistics Committee, Concorde Capital estimates 
 

GDP slows to 5.8% yoy in 10M08, falls 2.1% yoy in Oct 
Ukraine’s overheated economy has combined with pressure from 
the global economic crisis to result in a sharp deceleration in GDP 
growth in October: 5.8% yoy in 10M08, versus 6.9% yoy in 
9M08. For just the month of October, GDP fell 2.1% versus 
October 2007.  
 
The key factor undermining economic growth so far has been the 
slump in the processing industry, mainly metallurgy but other 
sectors have also started to deteriorate. The only sector whose 
growth appears unaffected was agriculture. 
 
Ukraine suffers from low diversity 
The risks of having a low-diversified, commodity-based economy 
are showing: with a quarter of Ukraine’s value-added directly or 
indirectly dependent on the metallurgy sector and 45% of exports 
consisting of metallurgy products, the Ukrainian economy was 
badly hit by the more than 80% tumble in steel prices from their 
mid-July peak and the drop in demand for the sector’s products.  
 
As of October, metallurgy output was down 35.6% yoy. The 
consensus is that the global economy will continue slowing over 
2009, and we think metallurgy will remain weak until at least the 
end of 2009, as will Ukraine’s overall economy. 
 

Economy to recover only in 2010 
We downgrade our 2008 forecast of real GDP growth to 3.3% yoy 
and 2009 forecast to -2.0% yoy. We believe that the economy 
will recover only in 2010.  
 
The decline in industrial production is likely to lead to a downturn 
in most service sectors, while agriculture could remain 
unaffected. On the back of the global food crisis, demand for 
Ukrainian crops is not likely to abate even in times of economic 
hardship. We project that value-added in agriculture will increase 
2% yoy in 2009. 
 
We forecast that household consumption will be cut 4-6% yoy in 
2009; and investment in fixed capital will contract 2-4% yoy next 
year. Therefore, we anticipate imports to decrease about 5% yoy 
in 2009 in dollar terms, while exports should remain virtually 
unchanged. As a result, the C/A deficit should shrink to 3.3% of 
GDP in 2009, from an expected 5.8% of GDP in 2008. 
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Business cycle indicators 
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Key macroeconomic indicators 

2007 2008E 2009F
Business cycle
Real GDP, % yoy 7.6 3.3 -2.0
Nominal GDP, USD bln 141.2 188.4 167.3
Industrial output, % yoy 10.2 -4.0 -2.7
CPI (eop), % yoy 16.6 21.0 15.0
PPI (eop), % yoy 23.3 40.0 18.0

External sector
FDI net, USD bln 9.2 10.4 10.0
C/A balance, % GDP -4.2 -5.8 -3.3
Trade balance, % GDP -5.6 -6.8 -4.8
External debt, % of GDP 59.9 60.4 59.6

Exchange rate
Interbank UAH/USD (avg) 5.03 5.12 6.50  
Source: State Statistics Committee, National Bank of Ukraine, 
Bloomberg, Concorde Capital estimates 
 
 
Prices for core commodities, as of November 17 

Current %, YTD %, yoy

Gas imports, USD/tcm 179.5 0% 38%
Crude oil (URALS), USD/bbl 49.0 -47% -46%
Winter wheat, USD/mt, FOB** 160.0 -38% -37%
Steel square billet, USD/mt, FOB** 310.0 -47% -37%
**Black Sea ports  
Source: Gas of Ukraine, Bloomberg 
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Hryvnya to depreciate further in 2009 
We think that in 2009, it is more likely that the NBU will not 
intervene to support the UAH/USD exchange rate, and follow a 
flexible policy, with the rate mostly determined by 
macroeconomic factors. We estimate that in 2009, due to weak 
investment inflow and new debt attraction, the capital account 
will fail to cover the current account imbalance, and the hryvnya 
will further depreciate against the dollar. We forecast the average 
UAH/USD rate in 2009 at 6.50. 
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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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