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IMF approves 8" Ukraine EFF review

Ukrainian bond market

Investor interest shifting to longer maturities
Investors switched demand from short maturities to 3.5-year notes in the
primary bond market and 1.8-year bills in the secondary bond market.

Foreign exchange market

FX shortage slightly down

Last week, net hard currency purchases decreased somewhat, and the
NBU was able to maintain the hryvnia relatively stable with lower
interventions.

Economics

May C/A deficit record high
In May, Ukraine’s current account deficit surged to US$3.5bn, the largest
amount ever, on a massive gap in foreign trade.

Economy grew marginally in 1Q25
Ukraine’s GDP edged up 0.9% YoY in 1Q25, reaching about 83% of the
pre-invasion (2021) level.

IMF approves 8" Ukraine EFF review
Last week, the IMF Board approved the 8" review of the EFF program for
Ukraine, unlocking a new US$0.5bn loan tranche.

READ FIRST THE DISCLOSURES SECTION (ON LAST PAGE) FOR IMPORTANT
DISCLOSURES AND ANALYST CERTIFICATION

Banks’ reserves market

(4 July 2025)
Last Weekly YoY
chg (%) chg (%)
NBU rate (%) 1550  +0bp RGN
ON rate (%) 15.49 +4bp  +249bp
Reserves (UAHM)? 252,454 410 H15
CDs (UAHM)® 500,963 74 75

Notes: [1] NBU’s key policy rate; [2] stock of banks’ reserves
held at NBU; [3] stock of NBU’s certificates of deposit.

Source: NBU, Bloomberg, ICU.

Breakdown of govt bond holders (UAHm)
(4 July 2025)

Last Weekly YoY
chg (%) chg (%)

NBU 672,522 +0.0
Banks 853,330
Residents 205,527
Individuals 95,120
Foreigners 19,674

Total 1,846,693
Source: NBU, ICU.

FX market indicators (4 July 2025)

Last Weekly YoY
chg (%) chg (%)

USD/UAH 41.7227

EUR/USD 1.1778

DXY 97.180

Source: Bloomberg, ICU.

Market gov’t bond quotes

(7 July 2025)

Maturity Bid (%) Ask(%)
6 months 15.50 14.75
12 months 17.50 16.00
2 years 18.25 16.75
3 years 18.75 18.00
12 months ($) 5.00 4.50
2 years ($) N/A N/A
Source: ICU.
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Investor interest shifting to longer maturities

Investors switched demand from short maturities to 3.5-year notes in the primary bond market
and 1.8-year bills in the secondary bond market.

Last week, the MoF sold UAHO0.9bn of 15-month bills, UAH1.1bn of 20-month securities, and
UAHS5bnN of 3.5-year notes. See details in the auction review.

For tomorrow's auction, the MoF announced an offering of the same UAH bonds and also
added a one-year EUR-denominated paper to partially refinance this week's redemption of
EUR 190m.

The secondary bond market focused on bonds maturing later than in one year. Their share
in deals was almost 75% last week. The most traded papers were military bills with maturity
in April 2027 (28% in total trading volume). Reserve bonds had a 24% share, and regular
securities had 19%.

ICU view: The current yield on UAH bonds seems to offer investors an acceptable
premium for the risk of a possible moderate hryvnia devaluation. We expect demand
for bonds from banks will remain muted until clear prospects for key policy rate
reduction crystalize.

Chart 1. Local-currency bonds

Three-year history of domestic government bond placements at primary market:
proceeds (in billions) and yields-to-maturity (%)

YTMs of domestic government bonads as calculated by NBU versus placements
via primary market auctions
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Chart 2. FX-denominated bonds

Three-year history of domestic government bond placements at primary market:
proceeds (in billions) and yields-to-maturity (%)
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YTMs of domestic government bonads as calculated by NBU versus placements
via primary market auctions
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FX shortage slightly down

Last week, net hard currency purchases decreased somewhat, and the NBU was able to
maintain the hryvnia relatively stable with lower interventions.

In the interbank FX market, average daily net foreign currency purchases declined from
US$125m to US$86m last week for a total shortage of US$343bn in four business days, a
fifth lower than a week before. Net purchases in the retail segment rose by a third to US$75m,
as households doubled online operations. To cover this shortage, the NBU sold US$661m
from international reserves.

The NBU weakened the hryvnia by UAH0.14 last Monday and then kept fluctuations within
the range of UAH41.72-41.82. The hryvnia weakened by 0.2% WoW vs. the US dollar and
0.7% against euro.

ICU view: Since the spring, the US dollar has significantly weakened vs. the euro,
making the hryvnia also much weaker vs euro. The effective hryvnia depreciation
against the basket of currencies of its key trading partners over recent months implies
the NBU may have even fewer reasons to abandon its policy of keeping the UAH/US$
rate in a narrow range. We expect the central bank to keep defending the hryvnia vs
the US$ close to the current level in the coming months before allowing moderate
weakening by the end of the year.

Chart 3. FX market indicators, 3-year history
Ukraine hryvnia UAH exchange rate per US dollar at the interbank market ana NBU interventions (weekly aata and weekly average starting from 24-Feb-2022
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May C/A deficit record high

In May, Ukraine’s current account deficit surged to US$3.5bn, the largest amount ever, on a
massive gap in foreign trade.

Deficit of external trade in goods widened to above US$3.6bn in May taking the 5m25 number
to US$17.2bn vs. US$11.7bn in 5m24. The upsurge was primarily driven by larger purchases
of energy-saving equipment and imports of natural gas. In 5m25, import of goods was up
17% YoY while exports decreased 4%. The deficit of trade in services was little changed YoY
and the primary income balance has stayed close to zero over the past three months as
incomes of Ukrainian migrants abroad remain broadly offset with interest income and
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earnings on FDI of non-residents. As Ukraine did not receive any sizeable budgetary grants
in May, the secondary income balance was below the monthly average YTD.

On the financial account side, net inflow stood at close to US$1.5bn on an EUR1.0bn ERA
loan to the government from the EU and a reduction in trade credits. External accounts, thus,
remained in deficit in May at US$2.0bn and were marginally positive at US$0.5bn in 5m25.
This led to a 5% MoM reduction in NBU reserves in May, but they were still up 2% in 5m25
to US$44.5bn.

ICU view: We expect much of the same pattern over the next 9-12 months: the current
account will remain deep in the red while the capital inflows via the financial account
(mainly in the form of concessional loans) will cover the C/A gap. Given this, the NBU
reserves are on track to exceed US$50bn at the end of 2025, enabling the NBU to
maintain the hryvnia relatively stable vs the US dollar. In 2026, concession loans to
Ukraine are likely to decline substantially and pressure on NBU reserves and the
hryvnia may re-emerge.

Table 1. Key balance of payment components, $m Chart 4. Current account, 12-month trailing, $bn

C/A deficit record high in May

12-month current account balance keep deteriorating

May 2025  Apr2025  May 2024

Balance of trade in goods mmmmmm Balance of trade in services
Current account -3,457 -1,469 -1,961 ) . )
mmmmmm Primary income balance Secondary income balance
Trade in goods -3,617 -3,559 -2,464 /A balance e Adiusted C/A*
Trade in services -500 -405 -513 35
Primary income -45 82 20
incl. migrant income 563 552 678 %
Secondary income 705 2,413 996 15
incl. transfers to gov't 152 1,827 233 5 (e "”'"'llll||""|
-5
Financial account* -1,451 -5,243 1,503 )1 E)
Foreign direct investment 0 -159 -282 15 |||||
Change in trade credits -792 -753 443 -25 |||||||
Change in cash out of banks 404 371 1,352 35 |||"|""|""||
Net loans to government -1,036 -5,390 13 5 I||||
Other 27 688 -23 Jan-18 Dec-18 Nov-19 Oct-20 Sep-21 Aug-22 Jul-23  Jun-24 May-25
* negative numbers in financial account indicate increase in liabilities (cash inflow) * adjusted for official grants to the government

Source: NBU, ICU.

Source: NBU, ICU.

Economy grew marginally in 1Q25

Ukraine’s GDP edged up 0.9% YoY in 1Q25, reaching about 83% of the pre-invasion (2021)
level.

ICU view: The 1Q25 data were expectedly weak due to last year’s high base effect as
GDP surged 6.8% YoY in 1Q24. The 1Q growth data alone doesn’t change our view of
full 2025 growth prospects. However, the latter may be impacted by declining
prospects for a rebound in harvest as this year’s weather also presents a risk to the
yields of grains and oilseeds. We see downside risks to our 2025 GDP forecast that
now stands at 3.0%.
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Chart 5. Real quarterly GDP, change YoY, % Chart 6. Real quarterly GDP, %
respective quarter of 2021 = 100%
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IMF approves 8" Ukraine EFF review

Last week, the IMF Board approved the 8™ review of the EFF program for Ukraine, unlocking
a new US$0.5bn loan tranche.

The key takeaways from the revised memorandum include:
- Ukraine met all quantitative performance criteria as well as most structural benchmarks.

- GDP and inflation forecast remained unchanged vs. the 7" review: expected economic
growth is 2-3% this year, while the CPI will decelerate to 9.0%. The current account forecast
deficit is up marginally to 16.5% of GDP for 2025.

- fiscal deficit projection for 2025 is increased by 2.5pp to 21.3% of GDP. The incremental
gap will be primarily funded via local debt.

- the IMF baseline scenario still assumes a significant reduction of economic imbalances in
2026 - the fiscal balance is expected to narrow to 10.1% of GDP while the current account
balance will shrink to 12.6% of GDP.

- the total package of financial aid to Ukraine is increased by US$4.1bn over the remaining
lifetime of the EFF program. This implies total gross external financing from the IMF and other
donors of US$54.3bn in 2025 (including pre-financing of US$12.2bn for 2026), US$22.2bn
for 2026 (including US$11.1bn buffer for downside scenario), and US$3.0bn for 1Q27
(US$1.3bn for downside scenario).

- the schedule of further reviews changed: only one review is scheduled for 2H25 as opposed
to two reviews in a previous schedule.

ICU view: Sentiment clearly indicates that for 2026 the IMF will likely need to design a
fiscal scenario that is close to the current downside scenario, not the baseline one.
This is due to the fact that the war assumptions that were used for the baseline
scenario proved unrealistic. This implies that the current size of the financial aid
package is not enough to cover the expected 2026 fiscal gap (even if the downside
buffer is utilized) and the government will need to secure additional funding.
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