Economic situation in Ukraine


Ukrainian macroeconomic developments have been stronger than expected. According to the State Statistics Committee, the nation's GDP grew by 13.4% over 2004's nine months, as compared with last year's similar period, and reached 45 bln. USD. Ukraine's industrial production output increased by 14.4% over the same period.

Manufacture of electrical and electronic equipment was the leading branch, having shown a record-high 64 % growth, and was followed by manufacture of engineering equipment (+33.5%), production of rubbor articles and plastics (+32.9%), manufacture of transportation equipment (+29.2%), the pulp-paper industry (+ 28.5%), and production of woodwork (+27%).

The break-down of the output growth figure shows that a number of diverse industrial sectors have been contributing to it. Construction industry grew by 24.5%, manufacturing and processing by 16.6%, generation and distribution of electric energy, gas and water supply by -1.3%, transport industry by 10.2%, and wholesale and retail trade by 21.1%.

In total, for 8 months of 2004, the current account balance has increased 2.3 times as compared with the respective period of 2003 and amounted to US$ 5.3 billion (13.9% of GDP). It is expected that at the 2004 end the current account balance will increase to 6.4 bln USD.

Rise of the consumer prices has made 5.6% for the 9 months. Dynamics of prices have been affected on the part of the demand by the income growth of households and, on the part of the supply, by the poor crop of the previous year at the beginning of the period and, on the contrary, by the considerable harvest of the current year, as well as by the increase in price of oil products. Stability of the hryvnia exchange rate versus US dollar has acted as a factor of inflation repression and formation of low inflationary expectations. By the previous estimate of the National Bank of Ukraine the consumer price index growth in the current year could have amounted to 9.7%.

The program of the Government, which envisages substantial increase in real household incomes, has strong social dimensions. Transition and economic growth should bring tangible results to ordinary people, and this is main political objective of Ukrainian government. As before, main focus of the government's efforts is concentrated at addressing social dimensions of market reforms, fighting poverty and corruption, improving transparency and governance at all levels, reform and modernisation of the municipal utilities sector.

Ukraine has implemented several important structural decisions: lower income (13%) and corporate tax rates were approved and took effect in January 2004; revised civil and commercial codes were signed into effect; mortgage law was signed, which should lead to the development of a mortgage market.

Social and economic development of Ukraine
Key Indicators of Social and Economic Development of Ukraine for January-September of 2004
Indicators or Economic Growth:
(present change over the same period last year)

	 
	1994
	1995
	1996
	1997
	1998

	Real GDP
	-22,9 
	12,2 
	-10,0 
	-3,0 
	-1,9 

	Industrial Output
	-27,3 
	-12,0 
	-5,1 
	-0,3
	-1,0 

	Agricultural Output
	-16,5 
	-3,6 
	-9,5 
	-1,9
	-9,8 

	Capital Investment
	-22,5 
	-28,5 
	-22,0 
	-8,8
	6,1 

	Consolidated Budgetary balance (% to GDP)
	-8,9 
	-6,6 
	-4,9 
	-6,6
	-0,3

	Real Incomes of Population
	-14,0 
	1,8 
	-17,1 
	6,3
	-0,3

	Inflation (yearly %)
	401,0 
	181,7 
	39,7 
	10,1
	-0,3


	 
	1999
	2001
	2002
	2003
	2004 (9 months)

	Real GDP
	-1,9
	-0,2
	5,9
	9,0
	9,0

	Industrial Output
	-1,0
	4,0
	13,2
	14,2
	14,2

	Agricultural Output
	-9,8
	-6,9
	9,8
	9,9
	14,2

	Capital Investment
	6,1
	0,4
	14,4
	17,2
	14,2

	Consolidated Budgetary balance (% to GDP)
	-2,2
	-1,5
	0,6
	-0,6
	14,2

	Real Incomes of Population
	-1,6
	-8,0
	9,9
	9,0
	14,2

	Inflation (yearly %)
	20,0
	19,2
	25,8
	6,1
	14,2
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