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On 21 October 2005, economists from top
think�tanks engaged in forecasting
developments in Ukraine’s economy met
for the latest macroeconomic forecasting
seminar organized by the Ministry of
Economy with the support of the United
Nations Development Program (UNDP).
Indicators for this consensus forecast were
determined as the average value of all
forecasts provided by participating
economists from government, non�
government and international
organizations.

The current outlook

The consensus forecast developed in
October 2005 was downgraded from the
previous forecast produced in March 2005.
The downsizing of forecast indicators for
Ukraine’s economy in 2005–2006 was the
result of an unexpected slowdown in GDP
growth throughout 2005. “The significant
slowdown in economic growth has had a
major impact on the expectations of
experts, leading all participating
organizations to substantially downgraded
their outlooks,” reads a statement from the
Ministry of Economy. “The forecasters
agreed that the external situation on
global markets is deteriorating, which led
to a poorer outlook for real GDP growth.”

According to the organizers, the current
economic situation looks thus: “Over nine
months of 2005, real GDP grew only 2.8%,
against 13.4% during the same period in
2004. Industrial output grew 3.2%,
compared to 14.4% in 2004. A significant
slowdown of exports of goods and a
substantial increase in import volumes
resulted in a negative balance of trade of
US $372.2mn versus a positive balance of
US $2,958.4mn in 2004.”

Downgraded forecast 
for 2005–2006

Overall, GDP should grow 3.7% in 2005.
According to the consensus forecast for
2006, economic growth will reach 5.2%
(see table). Over 12 months of 2005, the
Consumer Price Index (CPI) is expected to
rise 13.5%. By late 2006, this indicator
should drop back to 10.2%. The
Consolidated Budget deficit is expected 
to be 1.6% of GDP in 2005 and rise to
2.0% of GDP in 2006. Net exports have
been declining steeply in 2005 compared
with 2004 and, according to expert
estimates, are likely to be in the red at
UAH 3.354bn in 2006.

Most economists expect the official
UAH/USD exchange rate to remain stable at
an average of UAH 5.11/USD in 2005 and
UAH 5.13/USD in 2006. Commercial loan
rates, which shrank over 2005, will continue
to go down in 2006. The average weighted
loan rate offered by commercial banks will
be around 16.1% in 2005 and 14.3% in
2006. 

Forecast assumptions 
and risks 
These forecasts are based on four main
assumptions:

• exports will continue to grow at a more
sluggish pace than imports;

• GDP will largely grow due to domestic
demand;

• inflation will remain above 10% as a
result of anticipated increases in
residential service rates and
transportation rates after the Verkhovna
Rada elections; and

• Ukraine will accede to the WTO in early
2006 at the latest.

According to experts, no major reduction
in tax pressure can be expected during the
forecast period. The majority of analysts
expect the NBU to focus on curbing
inflation. 

The economists in this seminar expect
global metal prices to continue to decline
slowly, which will affect revenues from
Ukrainian exports. However, some of them
assume that growing competition from
China on Asian markets will be
compensated by the cancellation of quotas
on metal deliveries to the European Union
once Ukraine accedes to the WTO. 

The most oft�quoted forecast risks were:

• significant deterioration on external
markets;

• steep price hikes for Russian gas;

• political instability and populist
policies in the run�up to the VR
elections. �

This consensus forecast was based on data
provided by the State Research Institute 
for Information Science and Economic
Modeling, the Institute of Economic Research
and Policy Consulting, the Institute 
for Economic Forecasting under the National
Academy of Sciences, the Institute 
of Evolutionary Economics, the International
Monetary Fund, the International Centre 
for Policy Studies, the Ministry of Economy,
the Economic Research Institute, TOV Alfa
and Co., Expert, a Ukrainian business journal,
and CASE Ukraine. 

For more detail on the materials from these
quarterly macroeconomic forecasting
seminars, visit the website of the Ministry 
of Economy at http://me.kmu.gov.ua,
Economic Situation and Forecasts section 
(in Ukrainian). These regular consensus
forecast seminars were launched in 2002. 

For additional information, contact 
Yevhenia Akhtyrko by telephone 
at (380:44) 484:4403 or via e:mail at
eakhtyrko@icps.kiev.ua.

In 2005, the Ukrainian economy has been developing according to a scenario
top economists were unable to predict. In 2005, GDP is now looking to grow
3.7% instead of the 8% expected in March 2005. In 2006, the economy 
is expected to pick up to 5.2%. During the forecast period, the country will 
see high inflation and imports will grow faster than exports. These are the
results of a consensus forecast developed by 11 organizations that focus 
on the development of Ukraine’s economy

Consensus forecast from top analysts:
Ukraine’s GDP will grow 5.2% in 2006
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Comparative macroeconomic forecast for 2005–2006

Real sector (mn UAH)
Nominal GDP 418,493 ↓ 412,100 490,895 ↑ 486,500
Consumption 327,852 ↑ 315,700 387,052 ↑ 389,200

private 247,333 ↑ 244,800 297,627 ↑ 303,600
public 76,539 ↑ 70,900 92,808 ↑ 85,500

Іnvestment 83,864 ↓ 79,900 98,895 ↑ 91,900
Gross accumulation
of fixed capital 80,428 ↓ — 97,445 ↑ —

private 71,351 ↓ — 86,371 ↑ —
public 11,620 ↓ — 14,017 ↑ —

Net export of goods 
and non�agency
services 8,652 ↓ 16,500 �3,354 ↓ 5,300
Gross national 
savings 102,240 ↓ — 112,661 ↑ —

Real sector (index, year!on!year)
Real GDP 103.7 ↓ 104.0 105.2 ↓ 105.5
Consumption 113.6 ↑ 113.1 107.3 ↓ 107.6

private 114.3 ↑ 116.0 108.8 ↓ 108.0
public 104.4 ↑ 103.0 105.2 ↑ 106.0

Іnvestment 100.6 ↓ 98.0 106.8 ↓ 107.0
Gross national 
savings 106.8 ↓ — 109.4 ↑ —

Inflation (index)
GDP Deflator
(average annual) 116.8 ↑ 114.9 111.4 ↑ 111.9
CPI (average annual) 114.3 ↑ 114.4 111.5 ↑ 112.4

Dec. on Dec. 113.5 ↑ 113.5 110.2 ↑ 111.5
PPI (average annual) 117.2 ↑ 116.2 112.1 ↑ 107.6

Dec. on Dec. 114.0 ↑ 111.0 112.0 ↑ 106.0

External Sector (mn USD)
Current account 
balance 2,698 ↓ 4,800 587 ↓ 2,700

Export volumes 42,236 ↓ 44,400 46,419 ↓ 47,400
Import volumes 41,342 ↑ 41,700 47,578 ↑ 47,000
Revenue balance �846 ↓ �800 �958 ↓ �900
Official transfers 
(net) 2,651 ↑ 2,900 2,705 ↑ 3,200

Capital account 
balance 432 ↑ — 469 ↑ —
FDI 2,168 ↑ 3,700 2,264 ↑ 3,000

External Sector (% of GDP)
Current account balance 3.3 ↓ 6.0 0.6 ↓ 2.8

Export volumes 51.6 ↓ 55.1 48.5 ↓ 49.1
Import volumes 50.5 ↑ 51.7 49.7 ↑ 48.7

Revenue balance �1.0 ↓ �1.0 �1.0 ↓ �0.9
Official transfers (net) 3.2 ↑ 3.6 2.8 ↑ 3.3

Capital account balance 0.5 ↑ — 0.5 ↑ —
FDI 2.6 ↑ 4.6 2.4 ↑ 3.1
Exchange rate, UAH/USD

average 5.11 ↓ 5.11 5.13 ↓ 5.04
YE 5.08 ↓ 5.05 5.11 ↓ 5.04

Public finance (mn UAH)
Total revenues 134,957 ↑ 123,630 154,348 ↑ 141,085
Total expenditures 141,632 ↑ 135,993 164,304 ↑ 150,815
Overall balance �6,676 ↑ �12,363 �9,956 ↓ �9,730
Financing items
Privatization 6,258 ↑ — 5,304 ↑ —

Domestic borrowing 729 ↓ — 1,052 ↓ —
Foreign borrowing 959 ↓ — 1,474 ↓ —

Public finance (% of GDP)
Total revenues 32.2 ↑ 30.0 31.4 ↑ 29.0
Total expenditures 33.8 ↑ 33.0 33.5 ↑ 31.0
Overall balance �1.6 ↑ �3.0 �2.0 = �2.0
Financing items

Privatization 1.5 ↑ — 1.1 ↑ —
Domestic borrowing 0.2 ↓ — 0.2 ↓ —
Foreign borrowing 0.2 ↓ — 0.3 ↓ —

Money and credit (mn UAH)
Monetary base 

YE 74,906 ↑ 74,780 90,843 ↑ 74,160
Dec. on Dec., % 39.3 ↑ 39.1 21.3 ↓ 23.0

Money supply (М3)
YE 158,208 ↓ 173,610 198,344 ↓ 182,160
Dec. on Dec., % 25.8 ↓ 38.0 25.4 ↓ 30.0

Average weighted 
interest rate on 
commercial hryvnia 
loans, % pa 16.1 ↓ 15.9 14.3 ↓ 13.3
NBU international
reserves, mn USD 15,663 ↑ 14,475 17,933 ↑ 16,176

Social indicators
Population, millions 47.1 = 47.1 46.7 ↓ 46.9

% change over 
previous year 99.4 ↓ 99.6 99.3 = 99.6

Average wage, UAH 794.50 ↑ 787.90 983.20 ↑ 957.90
Disposable household
income, % change
over previous year 115.6 ↑ 119.5 106.9 ↓ 106.0

– increased or decreased indicator relative to March 2005 consensus 
forecast
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