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Key macroeconomic indicators
2008 2009E 2010F
Business cycle

Real GDP, chg yoy 2.1 -7.0 4.0
Nominal GDP, USD bin 180.4 119.5 140.2
Industrial output, chg yoy -3.1 -11.5 7.5
CPI (eop), chg yoy 22.3 15.0 7.0
PPI (eop), chg yoy 23.0 18.0 10.0

External sector

NBU reserves (eop), USD bin 31.5 23.0 18.1
FDI net, USD bin 9.9 7.5 9.0
Current account balance, % GDP -6.6 -1.3 1.6
Capital account balance, % GDP 4.9 -5.8 -5.1
External debt, % of GDP 55.5 84.4 70.4

Exchange rate

Interbank UAH/USD (avg) 5.27 8.50 8.10
Source: State Statistics Committee, National Bank of Ukraine,
Ministry of Finance, Bloomberg, Concorde Capital estimates
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¢ Today the IMF mission approved extension of the 2™
tranche of the stabilization loan and increased the
tranche amount to USD 2.8 bln

e Half of the 2™ tranche would be used to cover the
budget deficit of 4% of GDP, the number agreed with
Ukrainian authorities; hence, the risk of printing too
much money or cutting too much expenses to cover
the deficit will be decreased

¢ We will wait for the exchange rate policy details of the
agreement before assessing impact of this event on
the hryvnya exchange rate

IMF approves USD 2.8 bin tranche to Ukraine

Today the IMF mission head Ceyla Pazarbasioglu announced that
the IMF approved extension of the second tranche of the
stabilization loan. The funds will be disbursed in mid-May.
Notably, the size of the second tranche will be increased to USD
2.8 bln, up from the previously planned USD 1.8 bin. The
mission’s decision is still to be formally approved by the IMF
board.

Prime Minister Yulia Tymoshenko said that half of the amount
would be used to cover the state budget deficit.

Ms. Pazarbasioglu said that the mission will be back shortly to
finalize the third tranche, which was initially scheduled for mid-
May. She stressed that the talks with the Ukrainian authorities
on the program were “very constructive” and that the IMF was
“very encouraged by recent stability in Ukraine.”

Good for budget, not clear for UAH/USD

The move is obviously positive for Ukraine and we expect that
the decision will be officially approved by the IMF board next
week. However, we would like to wait for details of the IMF-
Ukraine Memorandum of Economic and Financial Policies before
making final conclusions. Specifically we wonder whether the
IMF will impose any requirements on the exchange rate policy.
We also would like to see exact agreements concerning
amendments to the state budget.

USD 1.4 bin (half of the second tranche) equals UAH 11.2 bin,
which by our estimates is enough to cover 28% of the 4% of
GDP budget deficit stated in the press-release. We support the
widening of the projected deficit to 4% of GDP from the initially
planned 3%, since it means that less budget expenses will be
curtailed.

According to the press-release “The authorities will also continue
their efforts to mobilize additional financing from international
financial institutions and bilateral sources to finance part of the
budget deficit.” As we mentioned in our yesterday’s flash note,
the US and the EU had said earlier that they were ready to loan
Ukraine to cover the budget gap after the IMF standby loan
program is resumed.

On the one hand, the news is positive for the hryvnya exchange
rate, as new funds increase the central bank’s room to conduct
interventions on the forex market. UAH/USD has been quite
stable lately, but it continues to be dependent on regular NBU
interventions. Since the year beginning the NBU spent more than
20% of its reserves to support the hryvnya, and given expected
balance of payments deficit in 2009 (USD 8.2 bin), it will have to
continue interventions through the yearend.
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However, the press-release said that “the flexible exchange rate
regime has served Ukraine well and the authorities will retain
this arrangement, including by allowing the official exchange
rate to follow the market exchange rate.” We question whether
this could mean that the National Bank has been forced to
alleviate its grasp on the exchange rate.
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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.
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