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The Centre for Economic Strategy (CES) is an independent research agency on public policy 
issues. The mission of the CES is to support reforms in Ukraine to achieve sustainable economic 
growth. The Centre contributes to the development of Ukraine's economic growth strategy, 
performs an independent analysis of the most critical aspects of national policy, and works on 
strengthening public support for reforms. It was established in May 2015. 

Our principles: 

• Economic freedom (liberalisation, deregulation, privatisation) 

• Free and fair competition 

• Reducing the role of the state by improving its effectiveness 

• Information transparency and freedom of speech 

• The rule of law and the protection of private property 

• Healthy and stable public finances 

• Knowledge-based economy 

For more information on the CES, please contact Viacheslav Nozdrin, Communications Director 
(tel.: +380 44 492-7970, office@ces.org.ua).  

Please visit our website www.ces.org.ua and follow the link on the social media 
facebook.com/cesukraine or twitter.com/ces_ukraine. 

 
The German Economic Team (GET) advises the governments of Ukraine, Belarus*, Moldova, Ko-
sovo, Armenia, Georgia and Uzbekistan on all aspects of economic transformation on behalf of the 
German Federal Ministry for Economic Affairs and Climate Action. We work on a broad range of top-
ics.  
Berlin Economics has been commissioned with the implementation of the consultancy. 

 
For more information  please visit GET’s website (https://www.german-economic-team.com/) or con-
tact Garry Poluschkin, Project Manager Ukraine poluschkin@berlin-economics.com  

 
*Advisory activities in Belarus have been suspended. 
 
Conclusions in this paper are those of the authors and do not necessarily represent the views of the Centre 
for Economic Strategy and/or supporting organisations. 
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1. INTRODUCTION 

Economic activity in Ukraine continues to recover. The majority of enterprises that had previously halted 
operations have resumed their work (half of which have done so completely) and their financial resilience is 
improving. Some companies are even making capital investments. In July, business expectations were more 
optimistic than in June and even in January. 

The most important economic news of the past month was the unblocking of sea trade ports for the export of 
grain. Ukraine, Russia, Turkey, and the UN agreed on guarantees for commercial shipping. And even though, 
the very next day, Odesa “got hit,” seaborne grain exports really have begun. The unblocking of the ports will 
bring the economy USD 5.5 billion in 2022, as was calculated at the KSE AgroCenter. As of today, the 
agreement is signed for 120 days and only includes the ports of the Odesa Oblast, but, in time, it could be 
extended and include the Mykolaiv ports. 

Still, there are enough reasons for pessimism to go around. Damages from the war are growing. Metallurgy 
production is decreasing; yet another iron ore extraction plant has been stopped. The balance of payments is 
still in deficit (although the new exchange rate level should change things). The rise in prices has slowed 
somewhat, but overall inflation will not amount to less than 30% for the year (in the last 25 years, inflation 
was higher only in 2015). High policy rates have caused problems in some banks. Exporters have received 
almost no VAT refunds. The inflow of foreign financial aid has somewhat decreased. 

In addition to this, the labour market is in a difficult situation. Around of third of Ukrainians are without work 
right now, and this proportion is almost twice as high among internally displaced people. Because of this, 
employers currently have the upper hand – there are more people willing to work than there are vacancies. 
This even affects a sector that is not related to tangible assets and in which there is the highest percentage of 
companies that have relocated – IT.  

Energy is a mixed picture. On the one hand, the fuel crisis is over and the exports of energy to Europe are 
growing. On the other hand, the aggressor has renewed their attacks on the Zaporizhzhia nuclear power plant, 
the largest plant in Europe connected to the Ukrainian and continental European electricity grid, and on the 
power lines connecting the plant to the Ukrainian electricity grid. It is unclear whether they are trying to 
engage in nuclear blackmail or indeed cut the plant off from the main system and link instead to Crimea. 
Apart from the obvious risks from the point of view of nuclear safety, this would be a serious blow to the 
supply of electricity, which is especially critical as we approach the cold season. 

The special focus of this report revolves around this question. At first glance, the situation does not look too 
bad. The accumulation of energy resources is progressing at around the same pace as in previous years, despite 
the fact that demand has fallen by 40% both within industry and in housing and communal enterprises. 
However, the main risks for the cold season do not lie in the field of resource provision, but rather in the 
physical safety of the infrastructure. Russia could renew its attacks on electric and thermal stations just when 
they are needed the most. 
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2. WAR UPDATE 

The situation on the military fronts has not changed significantly over the past month. The Russian army 
continues to push forward in Donetsk oblast, but they are not succeeding. Evidently alarmed by the widely 
announced Ukrainian counterattack in the south, Russian troops have pulled considerable forces into the 
Kherson and Zaporizhzhia regions. It is likely that it is the southern direction that will become the focus of 
attention in the upcoming weeks. 

The transfer of HIMARS, M270 and MARS II multiple-launch rocket systems by partners has restored Ukraine's 
ability to hit important targets behind Russian lines – previously Tochka-U and Smerch ammunition had been 
significantly depleted. A key advantage of the transferred Western systems is their accuracy, thanks to which 
Ukrainian missile forces were able to considerably damage bridges across the Dnipro River and destroy a 
significant number of Russian military depots. Most spectacular were the explosions at the Russian airbase 
near Novofedorivka in occupied Crimea on August 9, which resulted in the destruction of at least nine aircraft. 
It is not known whether the explosions were caused by a missile strike, sabotage or Russian negligence, but 
the very fact that such a catastrophic event occurred deep behind Russian lines is a great success for Ukraine.  

Despite Russian provocation with missile attacks on the port of Odesa, the ‘grain agreement’ went into effect 
on August 1, with the first ship loaded with Ukrainian grain departing for its destination. In August, ships 
entered and exited certain Ukrainian ports without incident, but everything rests on the shaky Russian 
fulfilment of their commitments, which can change at any moment. 

Figure 1. Russian Invasion as of August 8, 2022 

 
Source: @war_mapper based on public sources. 
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Damages. Ukraine's direct war damages were estimated at USD 113.5 billion1, an increase of USD 18 billion 
compared to the estimate of the previous month. But the amount of new destruction is in fact not so large – 
the increase is mainly due to an adjustment in the methodology. Most of the growth consists of housing 
(+ USD 11 billion), infrastructure (+ USD 3.8 billion) and business assets (+ USD 1.5 billion). In particular, the 
growth of the latter group is caused by the transition of the indirect calculation of small business losses from 
the largest cities to entire regions, as well as the inclusion of the assessment of the damaged assets of 
individual entrepreneurs. 

Indirect losses are estimated at another USD 129.7 billion (an increase of USD 2.9 billion). This represents not 
only a loss of current income, but also additional costs on the assumption that the recovery will take 21 
months. If the recovery drags on, the estimate will increase. The largest indirect losses were in various 
productive sectors – industry, agriculture and trade, and energy. The social protection sector also suffered 
significant indirect losses (because the war increased the social burden), while the physical (direct) losses in 
this sector were insignificant. 

Estimated recovery needs are at USD 197 billion (up USD 31.9 billion) and consist of asset renewal and 
resumption of operations.2 

Table 1. Damages, losses and recovery needs 

Property type Damages, USD bn Losses, USD bn Recovery needs, USD bn 

Residential buildings 47.8 3.5 75.3 

Infrastructure 35.1 18.7 51.1 

Corporate Assets, Industry 9.7 30.3 19.7 

Agribusiness and land resources 4.3 23.4 17.5 

Social protection 0.3 6.4 6.7 

Vehicles 2.7 0.4 5.0 

Education 3.9 2.1 4.8 

Trade 2.1 23.3 3.9 

Energy 1.8 11.6 3.5 

 
1 https://kse.ua/about-the-school/news/damage-caused-to-ukraine-s-infrastructure-during-the-war-increased-to-113-5-bln-
minimum-recovery-needs-for-destroyed-assets-is-almost-200-bln/ 

2 The first component is calculated as the sum of direct losses adjusted for possible price increases and the Build Back Better principle. 
This principle assumes that assets will not be rebuilt in the same way, but to the latest safety, energy efficiency, inclusiveness, etc. 
standards. The second component consists of the full amount of incremental costs and working capital replenishment needs to restore 
lost activity levels. 
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Health 1.6 2.7 2.5 

Culture. Tourism, Sports 1.3 4.3 2.3 

Public utilities 1.3 2.3 1.7 

Administrative Buildings 0.9 0.1 1.3 

Digital Infrastructure 0.6 1.1 1.0 

Financial sector 0.02 0.2 0.02 

Total 113.4 129.7 197.0 

Source: KSE/“Russia will pay” project, as of 17.08.2022 

3. ECONOMIC UPDATE 

Economic activity continues to recover. According to a survey,3 conducted by the European Business 
Association (EBA) among its members, all of those surveyed have resumed their operations, nearly half of 
them completely. In addition, companies have improved their financial situation. 30% of respondents believe 
that reserves will be sufficient for more than a year, compared with 19% in the preliminary survey in May. 

In addition, the National Bank resumed4 a survey to calculate the Business Activity Expectations Index (BEEI). 
In July, it was 43.6 (out of 100), slightly below the neutral level (50, when the number of optimists equals the 
number of pessimists). Nevertheless, this is good news. First, it is higher than in June (41.3). Second, it is 
higher than even in January this year. The highest value is in trade (48.7); the lowest in construction (35). 
Expectations of industry and services were at levels close to the average. 

Falling GDP. There were no new macroeconomic data published last month, but the National Bank has 
detailed its forecast on GDP dynamics. The National Bank expects Ukraine’s economy to shrink by 37.5% in 
the third and fourth quarters of this year, compared with 39.3% in the second quarter, resulting in 33% 
decrease in 2022. In the first quarter of next year the economy will continue to contract, but not so much 
(19%), and in the second quarter will resume growth. In 2023-2024, Ukrainian GDP will grow by 5-6% per year, 
but only if the ports are fully open for exports. Otherwise, next year’s growth will be only 2%. 

Metallurgy. In January-July the production of metallurgical products decreased by 63% compared to the same 
period last year. Since August, ArcelorMittal Kryvyi Rih, the largest steelmaker, halted operations at its 
mining and processing plant for three months, citing unfavourable conditions on foreign markets and high 
logistics costs. To recap, Ukrzaliznytsia raised freight tariffs by 70% for ferrous metals and by 141% for ore 

 
3 Businesses have improved their assessment of their own financial sustainability. 
https://eba.com.ua/biznes-pokrashhyv-otsinku-vlasnoyi-finansovoyi-stijkosti/  

4 Businesses are adapting to the new conditions but maintain negative expectations for business activity.  
https://bank.gov.ua/ua/news/all/biznes-adaptuyetsya-do-novih-umov-odnak-zberigaye-negativni-ochikuvannya-schodo--dilovoyi-
aktivnosti--dani-opituvannya-pidpriyemstv-u-lipni  

https://eba.com.ua/biznes-pokrashhyv-otsinku-vlasnoyi-finansovoyi-stijkosti/
https://bank.gov.ua/ua/news/all/biznes-adaptuyetsya-do-novih-umov-odnak-zberigaye-negativni-ochikuvannya-schodo--dilovoyi-aktivnosti--dani-opituvannya-pidpriyemstv-u-lipni
https://bank.gov.ua/ua/news/all/biznes-adaptuyetsya-do-novih-umov-odnak-zberigaye-negativni-ochikuvannya-schodo--dilovoyi-aktivnosti--dani-opituvannya-pidpriyemstv-u-lipni
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and coke. The industry is trying to ensure that its products are also included on the list of goods whose 
transportation by sea is guaranteed by multilateral agreements. 

Energy and fuel. The fuel crisis is over. There are no more queues at gas stations. Big chains continue to 
cancel daily supply limits and resume loyalty programmes suspended back in February. In July, for the first 
time since the beginning of the year, fuel prices went down compared to the previous month (by 4.4%). 
However, annual growth is still significant (77.7%), and could intensify if standard taxation is restored, which 
the authorities are talking about more and more actively. To recall, there is still no excise tax on fuel, and the 
VAT rate is 7% instead of 20%. 

Electricity exports to the European Union, which began in early July, are on the rise. The European Network 
of Transmission System Operators ENTSO-E allowed exports to increase from 100 to 250 MW, and Ukrainian 
suppliers took full advantage of the opportunity. Quotations for export quotas during the auctions are on the 
rise. In total, Ukrenergo, the national trunk grid operator, has received UAH 1.15 billion from sales of such 
access since the beginning of exports. Now the company is working on joining the ITC (Inter-Transmission 
System Operator Compensation) mechanism, which will allow it not to pay for transmission during exports, 
and together with the Polish operator PSE on increasing the capacity available to Poland from 215 to 
1,000 MW. 

However, there is a possibility that Ukraine will not benefit from a surplus of electricity. The Russian military 
is putting the operation of the Zaporizhzhia nuclear power plant, the largest nuclear power plant in Europe, 
at risk. They have intensified shelling of the plant, this time not only of secondary facilities, as was the case 
in February, but also of industrial sites. There are risks of radiation leakage. The plant was forced to shut down 
one of the three operating reactors. In addition, the aggressors damaged power lines, and now there is only 
one line that connects ZNPP with the power system of Ukraine. If it is destroyed, the plant will go into blackout 
mode. It is not yet known whether this is nuclear blackmail or an attempt to simultaneously deprive Ukraine 
of significant generating capacity and connect the plant to Crimea. 

Agriculture. Expectations of the harvest have increased compared to the forecasts at the time of sowing. The 
Ministry of Agrarian Policy and Food expects that the harvest of grain and oilseeds will amount to 65-67 
instead of 60 million tonnes. As of August 12, farmers had already harvested 20.8 million tonnes of grain. 
Autumn field work will cost UAH 80-90 billion. Farmers are asking for the introduction of a preferential credit 
programme similar to the one in effect during the sowing season. 

The main event in the market was the unblocking of the sea for grain and fertiliser exports for 120 days. 
Although the day after the signing of the multilateral agreement, the Odesa Commercial Seaport suffered a 
missile attack, deliveries did begin. At first, some of the ships that had remained there since the start of the 
invasion (a total of 68, carrying 1.2 million tonnes of cargo) were leaving the port, but new ones began to 
arrive later. During the first nine days of the agreement, 12 ships left the ports, and one reached its final 
destination. The ports of Odesa, Pivdennyi and Chernomorsk have been able to resume exports, but the ports 
of Mykolayiv may also be added to the agreement in the future. 

Unlocking the ports would bring USD 5.5 billion to the economy in 2022, according to the KSE AgroCenter. 
The price of ship insurance first increased by 20 times (from 0.025% to 5%), but later decreased to 1.5%. Grain 
prices on the domestic market and stocks in Ukrainian agricultural holdings on Western exchanges also rose. 

External sector. The balance of payments deficit in June was USD 2.1 billion, slightly higher than in May, 
when it was USD 1.9 billion. The current account, however, improved. Surplus grew to USD 218 million, 
compared to USD 110 million in May. This happened despite the huge rise in imports (+USD1046 billion). The 



   
 

Ukrainian economy in war times: warm enough for the cold season? August 2022 9 
 

main reason is a significant increase in the secondary income (+USD 883 million, mostly because of foreign 
aid) and some increase in exports of goods (+USD288 million). On the other hand, the financial account was 
in deficit by USD 2.3 billion, mainly due to private sector outflows.  

Figure 2. The trade balance deficit, USD bn 

 

Source: National Bank of Ukraine, State Customs Service of Ukraine. 

4. MONETARY AND FINANCIAL SECTORS UPDATE 

Price growth in monthly terms has slowed to 0.7% in July (as opposed to 3.1% in June). In yearly terms, 
consumer inflation has risen to 22.2% (as opposed to 21.5% for June). As in previous months, the steepest 
rises in prices were recorded for food (+28.9% y-o-y) and transportation (+40.4% y-o-y).  

In its first inflation report since the beginning of the war, the National Bank of Ukraine (NBU) states that it is 
expecting an acceleration of inflation before the end of the year. The NBU estimates that inflation will reach 
31% for 2022 despite a tight monetary policy with a key rate of 25% p.a.  

The National Bank forecasts a gradual decrease in inflation starting in 2023, regardless of the duration of the 
war, because of suppressed consumer demand.  

The currency market is adapting to the new official exchange rate. On July 21, the National Bank of Ukraine 
increased the official exchange rate to 36.57 UAH/USD.  

This decision was long overdue, since the NBU was spending considerable amounts of its gold and currency 
reserves to maintain the exchange rate: the sale of the currency reached its peak in June when the NBU sold 
USD 4 billion.  
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In July, sales decreased to USD 2.1 billion, and the NBU was able to add more than USD 900 million to its 
reserves. In addition to this, in the first two weeks of August, the weekly sale of currency by the NBU decreased 
twofold as compared to June: from USD 1 billion to USD 500 million on average. 

Large amounts of foreign aid (more than USD 2.7 billion) and the purchase of currency allowed the NBU to 
reduce gold and currency reserves by only USD 370 million in July. 

On the currency market, the hryvnia weakened from 37.3-37.7 UAH/USD on July 15 to 39.9-40.02 UAH/USD 
on August 15. In general, there are no preconditions for a further weakening of the hryvnia, and the exchange 
rate will most likely stabilise at the current values. 

Figure 3. Currency interventions of the NBU, in USD billions, and the official exchange rate of 
UAH/USD 

 

Source: NBU 

The banking sector continues to operate under the conditions of a high discount rate. After an 
insignificant increase, the average rates on deposits of individuals (Ukrainian Index of Retail Deposit Rates, 
UIRD) settled at the level of about 10% per annum, while the spread between 3- and 12-month deposit rates 
decreased to 0.2 percentage points.  

The majority of banks does not wish to significantly increase deposit rates, mainly because of an almost 
complete cessation of lending and the absence of a significant need to raise funds.  

Another influencing factor for banks’ unwillingness to fix higher deposit rates is the expectation of a rapid 
reduction of the discount rate. However, at the latest meeting of the NBU Board on Monetary Policy Issues, it 
was said that the discount rate was to be kept at 25% at least until the second quarter of 2024.5 

 

 
5  The National Bank of Ukraine has kept the discount rate at 25%. https://bank.gov.ua/ua/news/all/natsionalniy-bank-ukrayini-zberig-
oblikovu-stavku-na-rivni-25  
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Figure 4. NBU discount rate, rates on hryvnia consumer deposits (12- and 3-month), and weighted 
average level of yield on hryvnia government bonds, % 

 
Source: NBU, UIRD.  

The effect of higher discount rates has started to appear among small banks, which, even before the war, had 
tied their activities to refinancing loans from the NBU. At the current discount rate, the worth of these loans 
has increased to 27% y-o-y. On August 9, the National Bank classified the “Sich” bank as insolvent after it 
was unable to meet its payment deadlines to the NBU.  A further dozen similar banks are at risk of not being 
able to pay back interest on refinancing loans. 

5. FISCAL UPDATE 

At the time of writing, only preliminary July data from the State treasury service was available on tax revenues, 
limited to the description of the main sources of budget revenues. 

Table 2. State budget balance, UAH billion 

   May 
22  

June 
22  

July 22  % of 
June 
2022  

% of 
July 
20216  

Domestic VAT net  18.3  11.7  35.4  303%  216%  

 
6 Taking into account the consumer inflation index for 12 months. 
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Domestic VAT paid  18.3  21.2  35.4  167%  118%  

Domestic VAT refunds  0.0  -9.5  0.0  0%  0%  

Imports VAT  8.9  11.9  20.2  170%  54%  

Domestic excise  4.0  7.1  5.0  70%  52%  

Imports excise  4.0  1.5  2.8  187%  33%  

Domestic consumption taxes  35.0  32.2  63.4  197%  88%  

Corporate profit tax  19.6  3.1  4.8  155%  197%  

Personal income tax  11.1  12.6  13.3  106%  93%  

Income tax  30.7  15.7  18.1  115%  108%  

Rent and subsoil use taxes  11.7  2.8  3.6  129%  64%  

Import duties  0.6  0.6  1.9  317%  47%  

Total tax revenues  79.3  50.7  87.0  172%  88%  

Own non-tax revenue  11.9  18.8  11.4  61%  127%  

Total own revenue  91.6  69.5  98.4  142%  91%  

% of expenditure  0.41  0.28  0.54  n/a  n/a  

Grant funding  15.9  38.0  80.4  212%  65902%  

Total expenditure  225.5  248.7  182.5  73%  151%  

Deficit (+)/Surplus (-)  118.0  141.2  3.7  3%  31%  

Source: State Treasury Service of Ukraine 

Income from consumption tax increased almost twofold compared to June, and amounted to 88% of the 
indicator for July 2021, corrected for consumer inflation (22.2% y-o-y). In absolute terms, revenues from VAT 
increased by UAH 22.5 billion, while internal production and imports show the same relative tax increase. 
One of the factors for such growth is the expiration in July of the postponed deadlines for the registration of 
tax invoices for previous periods after the beginning of the war. Thus, organic growth is significantly lower, 
and August should see a decline in revenues from consumption taxes compared to the previous month. 
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The restoration of pre-war import taxation was a key factor in the growth of import VAT, as well as taxes 
on international trade – import taxation was reinstated on July 1, carried out by entrepreneurs on the 
simplified taxation system, and import duties were restored as well. 

The state hardly refunded any VAT to entrepreneurs in July. The accumulation of budget debt to exporters 
will have a negative impact on their financial situation due to the erosion of working capital. This will also 
drive the exporters to the informal economy to avoid losses due to not refunded VAT or delayed refunds. 

The revenues from personal income tax continued to grow: +6% m-o-m, 93% of the revenues of July 2021, 
adjusted for inflation. Expenditures for the military, from which personal income tax is withheld, continued 
to grow, however, the decrease in revenues was influenced by the permission for businesses to stop paying 
salaries to drafted workers. 

There was less foreign aid in July than in June. In total, Ukraine received USD 2.7 billion in foreign aid in 
July. The particularity of July was that all the aid received was in the form of grants – USD 1.7 billion from the 
United States and EUR 1 billion from Germany. In August, Ukraine has so far received more than 
USD 1.6 billion in foreign aid: EUR 1 billion in EU and EUR 200 million in Italy loan, USD 350 million in 
Canada and USD 88 million in World Bank loan, and a USD 1 million grant from Albania, which was the 
country’s first financial contribution to the Ukrainian budget. The distribution of the sources of budget 
financing has virtually not changed: 52% in foreign aid, 31% in the sale of government bonds to the NBU, 17% 
in the sale of government bonds to other buyers. Increased amounts of disbursed foreign aid in the last few 
months allowed the NBU to reduce the monetary financing of the budget; however, it might have to increase 
it again if the inflow of aid is not stable. 

Figure 5. Inflow of foreign funds and financing needs, 7 months of 2022, USD millions  

 
Source: Ministry of Finance, NBU, CES calculations 

In July, the amount of pledged foreign aid rose to USD 33.9 billion: the European Investment Bank announced 
it was granting Ukraine additional loan for EUR 1.59 billion. Grants make up 32% of total pledged aid, loans 
make up 60%, and credit guarantees 8%. 
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Figure 6. Main foreign contributors for the Ukrainian state budget, USD millions 

 
Source: Ministry of Finance, Kiel Institute for World Economy, CES research 

In total, in almost half a year of full-scale war, USD 14.4 billion in foreign grants and loans have been 
disbursed. This leaves almost USD 20 billion in undistributed aid. Under the assumption that the funds will 
continue coming in, and that they will do steadily, that is enough for 4 months of complete coverage of the 
USD 5 billion required monthly to finance the budget, a need that has been mentioned time and time again 
by Ukrainian officials. 

Also, foreign lenders agreed to a standstill that the Ukrainian government suggested regarding 13 bond issues 
valued USD 22.6 billion and also two state-guaranteed issues valued USD 1.5 billion. This action allows us to 
save on debt service USD 6 billion in 2022-2024. S&P and Fitch, credit rating agencies, upgraded Ukraine to 
CCC+ and CC, respectively, which is even hig her than before downgrading to RD/SD (restricted/selected 
default) after the initial standstill proposal. 

Figure 7. Structure of state budget spending, UAH billion 

 

Source: State Treasury Service of Ukraine 
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After state budget expenses peaked in June, reaching UAH 248.7 billion, in July the expenses decreased to 
UAH 174,9 billion. As of date of this report functional breakdown of the expenses for July was not available. 
As per preliminary economic breakdown, the largest expense category, salaries, has decreased in July by 17.9% 
compared to June and amounted to UAH 81.7 billion, of which the military salaries amounted to UAH 62 
billion. Purchases of goods and services decreased by 26.8% compared to the previous month and amounted 
to UAH 42 billion. Only UAH 3.1 billion was spent on servicing debt, which is four times less than in June. The 
expenses data for May-July indicates that the military spending level has stabilized and is not expected to 
fluctuate significantly until significant change in the intensity of war. 

6. LABOUR MARKET  

Since the Russian Federation launched its full-scale invasion, the State Statistic Service has not published 
data on the labour market developments. The war makes it significantly more complicated to conduct mass 
surveys of representative populations, which are used to calculate indicators of employment and 
unemployment. We have attempted to provide an assessment of the current demand and supply on the labour 
market based on available indirect indicators, sociological surveys, and data from the private sector.  

According to various estimates, around a third of Ukrainians remain unemployed today.  The July 
Inflation report of the National Bank estimated that unemployment stood at 35%.7 A survey conducted by the 
group Rating at the end of July shows that almost 40% of Ukrainians who remained in the country do not work 
(in June, the jobless rate was 35%).8 This figure includes the unemployed as well as those who do not have a 
job and are not looking for one. The most worrying dynamics is the financial resilience of families: 41% of the 
respondents answered that they only have enough savings for one month (this figure surpassed 50% in the 
East and South of the country). 

The level of unemployment is almost twice as high among internally displaced persons. According to 
the July surveys of the International Organisation for Migration (IOM),9 60% of those who had a job before 
being displaced have now lost it. According to the organisation’s calculations, there are, at the moment, 6.6 
million individuals, or 15% of the total population, who are internally displaced in Ukraine.  

If one looks strictly at registered unemployment, the rise is not as visible. As of August 1, 2022, 296,700 (of 
which 63% are women) were registered at the State Employment Center.10 That is 19,000 less than the month 
before, and significantly less than during the coronavirus pandemic. However, it is worth noting that, even 
before the war, only about a third of all unemployed individuals were registered at the Center. Many people 
continue looking for work on their own, through acquaintances or online portals, and do not rely on help from 
the state. 

 
7  National Bank of Ukraine. Inflation report, July 2022. 
https://bank.gov.ua/ua/news/all/inflyatsiyniy-zvit-lipen-2022-roku   

8 ”Rating” group. Fifteenth national survey. Ukraine in times of war. Employment and revenue (July 23-24 
2022). https://ratinggroup.ua/research/ukraine/pyatnadcat_obschenaci_opros_ukraina_vo_vremya_voyny_zanyatost_i_dohody_23-
24_iyulya_2022_goda.html  

9 International Organisation for Migration. Report on internal displacement in Ukraine, survey of representative populations, round 7 
– 23 July 2022. 
https://displacement.iom.int/reports/zvit-pro-vnutrishne-peremischennya-v-ukraini-opituvannya-zagalnogo-naselennya-raund-7-23 

10 According to official data from the Ukrainian State Employment Center. 

https://bank.gov.ua/ua/news/all/inflyatsiyniy-zvit-lipen-2022-roku
https://ratinggroup.ua/research/ukraine/pyatnadcat_obschenaci_opros_ukraina_vo_vremya_voyny_zanyatost_i_dohody_23-24_iyulya_2022_goda.html
https://ratinggroup.ua/research/ukraine/pyatnadcat_obschenaci_opros_ukraina_vo_vremya_voyny_zanyatost_i_dohody_23-24_iyulya_2022_goda.html
https://displacement.iom.int/reports/zvit-pro-vnutrishne-peremischennya-v-ukraini-opituvannya-zagalnogo-naselennya-raund-7-23
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There remains a significant imbalance on the market between labour supply and demand. The number 
of resumes uploaded on Ukrainian portals for job search is still a third higher than it was before February 24, 
2022. At the same time, employers have picked up the pace in searching for employees in the last month of 
summer, although the number of vacancies is still 1.5 times smaller than it was before the invasion. 

Figure 8. Dynamics of the number of vacancies, 2021-2022 

 

 

Figure 9. Dynamics of the number of resumes, 2021-2022 

Source: synthetic indexes of the number of new vacancies and resumes, the first week of 2021 = 100%, according to data from 
rabota.ua, work.ua and Jooble, calculations by CES. 

Activity of employers varied by sectors. According to data from Jooble, another job search portal, the number 
of vacancies fell significantly in the industrial sector (because of closure, damage, and physical destruction of 
enterprises), in the service sector, in retail (decrease in demand and in purchasing power). 
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Figure 10. Dynamics of the distribution of vacancies by category, January to July 2022 

 
Note: The data displayed is for August 1 , May 1, and February 1 of 2022. The total number of vacancies on the website fell by 60% 
compared to the February 24 2022.  
Source: Jooble, CES calculations. 

As of August 1, the number of vacancies in the database of the State Employment Center was 24,500 (65% less 
than at the same date the year before), which is considerably less than even the registered number of 
unemployed individuals. Employers who turn to employment centres to look for workers offer relatively more 
positions in the processing industry, in wholesale and retail trade, and in the sectors of transport and 
agriculture. According to the data from OLX Robota, despite the overall reduction in vacancies, there is a 
relative demand for workers in the following positions: drivers, salespeople, porters, and handymen. The 
agricultural sector is also actively recruiting. This does not always meet the wishes of those looking for work. 
Job-seekers most often react to vacancies of copywriters and phone operators. Other popular positions are 
service in the army.11 

Table 3. The most popular vacancies by amount and the average earnings  

Role, State Employment Center (August 
2022) 

Average 
salary offered 
by the Center, 
UAH 

Role, OLX (June 
2022) 

Average 
salary 
offered, 
OLX, UAH  

Seamstress 8755  Driver 20000  

Driver 10838  Salesperson 10000  

Salesperson  6851  Transporter  11000  

 
11 BBC News Ukraine “I never thought I would one day be a Gastarbeiter.” Is there mass unemployment in Ukraine (July 27, 2022). 
https://www.bbc.com/ukrainian/news-62039943   

https://www.bbc.com/ukrainian/news-62039943
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Auxiliary worker  7630  Handyman   9000  

Accountant 9000  Security agent  9000  

Cook 7550  Seamstress  14000  

Worker for complex cleaning and 
maintenance of buildings and adjacent 
territories 

7487  Deliveryman   22500  

General secondary education teacher 8078  Cook  11000  

Seller-consultant 7346  Hairdresser  12000  

Electrician for repair and maintenance of 
electrical equipment 

9814  Nurse   8500  

Source: State Employment Center, OLX Robota blog.12 

Foreign companies are offering more vacancies for Ukrainians. According to data from European countries, a 
significant portion of the Ukrainians that found shelter in Europe have found work. The highest numbers are 
in Poland (372,000 since the beginning of the full-scale war)13 and the Czech Republic (73,900).14 

The labour market is on the side of the employer. Data from the State Employment Center give an 
approximate idea of the pressure on vacant jobs. As of the beginning of July, there were, on average, 13 
unemployed individuals applying for each vacancy.15 For comparison, at the same date last year, this number 
stood at five applicants per position. In regional terms, it is hardest to find work in war-afflicted territories: 
in the Donetsk and Mykolaiv oblasts (37 applicants per vacancy), in the Chernihiv oblast (27 applicants) and 
in the Zaporizhzhia oblast. 

The number of people willing to work greatly exceeds the existing number of vacancies even in IT.  
According to data from Djinni, a job search service, as of the end of July, the number of job-seekers was twice 
as high as the demand for them. The IT sector was one in which, even during the 2021 COVID-19 pandemic 

 
12 OLX Robota. Report on the labour market: how salaries in the labour sector have changed (July 12, 2022). 
https://blog.olx.ua/28910/dajdzhest-rinku-praci-jak-zminilis-zarplati-v-robitnichij-sferi/   

13 Thanks to Ukrainian refugees, the unemployment rate in Poland is the lowest it’s been in the last 32 years. UNIAN (August 11, 
2022). 
https://www.unian.ua/world/cherez-bizhenciv-z-ukrajini-v-polshchi-naynizhche-bezrobittya-za-ostanni-32-roki-novini-svitu-
11937870.html  

14 There is practically no unemployment in the Czech Republic: how many Ukrainians have found work. Obozrevatel (August 10, 2022). 
https://news.obozrevatel.com/ukr/economics/economy/u-chehii-praktichno-nemae-bezrobittya-skilki-ukrainskih-bizhentsiv-
pratsevlashtuvali.htm  

15 State Employment Center. Labour market situation and State Employment Center activity in January-June 2022. 
https://www.dcz.gov.ua/analitics/67  

https://blog.olx.ua/28910/dajdzhest-rinku-praci-jak-zminilis-zarplati-v-robitnichij-sferi/
https://www.unian.ua/world/cherez-bizhenciv-z-ukrajini-v-polshchi-naynizhche-bezrobittya-za-ostanni-32-roki-novini-svitu-11937870.html
https://www.unian.ua/world/cherez-bizhenciv-z-ukrajini-v-polshchi-naynizhche-bezrobittya-za-ostanni-32-roki-novini-svitu-11937870.html
https://news.obozrevatel.com/ukr/economics/economy/u-chehii-praktichno-nemae-bezrobittya-skilki-ukrainskih-bizhentsiv-pratsevlashtuvali.htm
https://news.obozrevatel.com/ukr/economics/economy/u-chehii-praktichno-nemae-bezrobittya-skilki-ukrainskih-bizhentsiv-pratsevlashtuvali.htm
https://www.dcz.gov.ua/analitics/67
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year, there were always more vacancies than resumes.16 The war has negatively affected one of the most 
resilient sectors in the Ukrainian economy (possibility of working remotely, orientation toward foreign 
customers), although the export of IT services grew by almost a fourth and exceeded USD 3.7 billion in the 
first half of 2022.17 

Figure 11. Supply and demand among IT specialists: number of vacancies and candidates.  

Source: Djinni.   

7. SPECIAL FOCUS. THE 2022/2023 COLD SEASON  

Written by Ievgenii Cherviachenko, Consultant, Berlin Economics 

Russia’s full-scale war against Ukraine presents further challenges to the energy and heating system of 
Ukraine. As of the middle of August 2022, the total amount of damage and losses to Ukraine due to the Russian 
invasion are estimated at USD 113.4 billion. Damages from the destruction of buildings amount to 
USD 47.8 billion, the industry lost assets valued at USD 9.7 billion, and the energy sector faced USD 1.8 billion 
in direct losses. These damages will have significant implications for the coming cold season as they influence 
the pre-existing demand-supply structure. 

Current developments in the gas market 

Due to considerable damage to industrial activities, housing and infrastructure, the consumption of natural 
gas decreased by about 40%.18 By August 2022, Ukraine was thus able to store 12.2 billion m³ of natural gas19 
in underground gas storage facilities compared to 11.3 billion m³ for the same period in 2021.20 Industry, 

 
16Opendatabot. Coronavirus – Ukranian business in quarantine. https://opendatabot.ua/business-quarantine  

17 According to data from the National Bank of Ukraine.  

18 Ministry of Energy of Ukraine, 2022a. https://www.mev.gov.ua/novyna/minenerho-prodovzhuye-planovu-pidhotovku-do-ozp-
20222023 

19 Cabinet of Ministers of Ukraine, 2022a. https://www.kmu.gov.ua/news/5-serpnia-sytuatsiia-v-enerhetytsi 

20 Cabinet of Ministers of Ukraine, 2022b. https://www.kmu.gov.ua/news/premier-ministr-ukraina-vzhe-maie-113-mlrd-kubiv-hazu-
naftohazu-postavlene-zavdannia-maty-19-mlrd-kubiv-hazu-do-opaliuvalnoho-sezonu 
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budgetary organisations and other non-household consumers used 44.6% of natural gas in 2021, while 
households consumed about 32%, and heat generating companies consumed 24%.21 In total, Naftogaz must 
ensure 19 billion m³ of gas are stored by October 1, 2022.22 

The resource accumulation is at approximately the same level as it was in preparation for the 2021/2022 cold 
season. But the forecasted volume of natural gas consumption for 2022 amounts to 21 billion m³,23 19% less 
than 2021. Therefore, the current course of storage accumulation would be sufficient to serve the reduced 
demand given a favourable external and internal environment. Furthermore, exports of natural gas, along 
with coal and oil fuel, is prohibited by the government.24  

At the same time however, Naftogaz management estimate that approximately 94% of the group’s daily gas 
production is at a high risk25 of forced termination due to the proximity of facilities to the front line. A further 
risk relates to imports. Ukraine commercially imported 2.6 billion m³ of natural gas from the EU.26 The lion’s 
share of these imports came from Hungary and amounted to 2.2 billion m³. This year, Gazprom will probably 
significantly reduce the possibilities of imports from the EU. It can be expected that the volumes of natural 
gas transit from Russia will continue to decrease (or even drop down to zero), meaning that there will be 
insufficient resources for the backhaul. 

The gas transportation system will have to be changed to a physical reverse mode (especially in the case of 
issues with gas transit) to supply the East of Ukraine from the gas storage facilities located in the West, as was 
the case in 200927 and 2020.28 In this regard, the government is betting on Ukraine’s own gas production. 
Ukraine plans to extract 18.5 billion m³ of natural gas in 2022,29 which is only 6.6% less than in 2021.  

Electricity generation: substitutes are needed for coal imports from Russia  

In 2021, around 42% of the electricity were consumed by the industry, 30.5% by the population, 12% by public 
institutions and 7% by SMEs.30 The total consumption of electricity in the country decreased by 33.5% year-
on-year starting from beginning of the full-scale invasion. The consumption by industry decreased by 64%, 
and the population consumed 24% less electricity than in the pre-war period.31 

 
21 Energy Map, 2022a. https://map.ua-energy.org/uk/resources/ec1dfaf7-e9de-4eab-ac08-323f75cec2f8/ 

22 Resolution of the Cabinet of Ministers of Ukraine No 982 of 21.10.2020 “issues of the activity of the joint-stock company National 
joint-stock company ‘Naftogaz of Ukraine’”. 
23 Interfax Ukraine, 2022a. https://interfax.com.ua/news/economic/849209.html 

24 Resolution of the Cabinet of Ministers No 666 of 10.06.2022. https://zakon.rada.gov.ua/laws/show/666-2022-%D0%BF#Text 

25 Interfax Ukraine, 2022b. https://ru.interfax.com.ua/news/economic/849142.html 

26 Energy Map, 2022b. https://map.ua-
energy.org/uk/search/resources/?search_query=%D1%96%D0%BC%D0%BF%D0%BE%D1%80%D1%82+%D0%B3%D0%B0%D0%B7%D1
%83 

27Ukrinform, 2022. https://www.ukrinform.ua/rubric-economy/2855889-ukraina-vitratila-34-milarda-na-pidgotovku-do-nulovogo-
tranzitu-gazu.html 

28 Biz, 2022. https://biz.nv.ua/ukr/experts/yakshcho-rosiya-zupinit-tranzit-gazu-naslidki-dlya-ukrajini-50212587.html 

29 Interfax Ukraine, 2022c. https://interfax.com.ua/news/economic/849209.html 

30 Ukrenergo, 2021.  https://ua.energy/zagalni-novyny/za-9-misyatsiv-2021-roku-spozhyvannya-elektroenergiyi-v-ukrayini-zroslo-
na-majzhe-7/ 

31 Verkhovna Rada of Ukraine, 2022a. https://kompek.rada.gov.ua/uploads/documents/30756.pdf 

https://zakon.rada.gov.ua/laws/show/982-2020-%D0%BF#Text
https://zakon.rada.gov.ua/laws/show/982-2020-%D0%BF#Text
https://zakon.rada.gov.ua/laws/show/982-2020-%D0%BF#Text
https://zakon.rada.gov.ua/laws/show/982-2020-%D0%BF#Text
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The main producers of electricity are nuclear power stations, which generated 55% of electricity.32 Thermal 
power plants and CHPs provide another third of total production. The energy system of Ukraine includes 4 
nuclear power plants operated by state-owned company Energoatom. Zaporizhzhia Nuclear Power Station, 
which generated about quarter of the electricity in Ukraine, is currently under Russian occupation, with 
worrying escalation and increasing risks to the continued operations and integrity of the plant. 

Another problem of Energoatom is the change in the structure of electricity consumption combined with the 
need to subsidise the electricity tariff for the population. More than 60% of the electricity produced by 
Energoatom is delivered to the population at the tariff determined by the government.33 The performance of 
this social function was compensated by the commercially profitable sale of electricity to industry. Due to a 
significant drop in electricity consumption by industry, the company faces a sharp decrease in liquidity. 

The key challenge facing thermal power plants before the upcoming cold season is the ability to procure 
enough coal. After 2014, Ukraine lost almost all mines that produce anthracite coal, which has since led to a 
permanent shortage of supply. Ukraine compensated for the inability to meet demand from domestic 
production with imports. In 2021, 62% of hard coal and anthracite imports came from Russia.34 This type of 
coal was also used by metallurgy, where operations are now mostly put on hold. 

Similar to the situation with natural gas, the Ministry of Energy declares Ukraine will need to rely on domestic 
production of coal,35 and provides no information in the public domain on perspectives for coal imports or in-
kind support. The situation with gas coal is better because Pavlogradvugillia, the largest company that 
produces the gas grade of coal, remains in the territory controlled by Ukraine. Additionally, Ukraine received 
79,000 tonnes of gas coal as humanitarian aid from Australia.36 

According to Andrii Gerus, Chairman of the Energy Committee of the Verkhovna Rada, in order to pass the 
2022/2023 cold season Ukraine needs to accumulate 2.2 million tonnes of coal, in addition to the 1.7 million 
tonnes already stored.37 For comparison, the planned indicators of coal accumulation set by the Ministry of 
Energy before the 2021/2022 cold season amounted to 3 million tonnes.38 Logistics, however, remain a key 
bottleneck, especially given the blockade of the Black Sea by Russia. 

Authorities ensure affordability of energy to households  

Households will be protected from an increase in prices for natural gas and heating by the new law (previously 
draft law 7427) recently signed by the President. The price of natural gas for households, homeowners’ 
associations and housing and construction cooperatives is fixed at the level of February 24, 2022. In addition, 
gas suppliers are prohibited from taking actions related to debt collection, such as court proceedings or 
disconnecting non-payers. Also, the government is continuing the electricity PSO for households. Moreover, 

 
32 Data for 2020, later official statistics are not available. 

33 Verkhovna Rada of Ukraine, 2022a, https://kompek.rada.gov.ua/uploads/documents/30756.pdf 

34 Expro Consulting, 2022. https://expro.com.ua/novini/ukrana-mportuvala-v-2021r-kamyanogo-vugllya-ta-antracitu-na-2488-mlrd-
z-yakih-62-z-rf 

35 Unian, 2022, https://www.unian.ua/economics/energetics/ukrajina-cogo-opalyuvalnogo-sezonu-bude-rozrahovuvati-na-vlasne-
vugillya-minenergo-novini-sogodni-11926161.html 

36 Ministry of Energy of Ukraine, 2022b,  https://mev.gov.ua/novyna/pershi-39-vahoniv-vuhillya-z-avstraliyi-prybuly-na-ukrayinsku-
tes 

37 Verkhovna Rada of Ukraine, 2022b. https://www.rada.gov.ua/news/razom/225585.html 

38 Ministry of Energy of Ukraine, 2022c, http://mpe.kmu.gov.ua/minugol/control/publish/article?art_id=245566709 

https://rise.esmap.org/data/files/library/ukraine/TSO_assessment2017_GIVAR2040.pdf
https://rise.esmap.org/data/files/library/ukraine/TSO_assessment2017_GIVAR2040.pdf
https://www.energoatom.com.ua/o-0808221.html
https://www.energoatom.com.ua/o-0808221.html
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the government does not plan to introduce any changes to the existing housing subsidy scheme aiming at a 
dual system of price caps and using the already existing targeted household utility subsidy scheme. 

At the same time, the state provides different guarantee schemes for energy companies. The heat 
generating/heat supply enterprises, operators of gas distribution networks and suppliers of natural gas are 
entitled to compensation for the difference between fixed tariffs and their actual costs, as well as the costs 
incurred for repairing damaged generating facilities and networks, and compensation for certain types of 
consumer debt. These measures are planned to be financed from the State budget. The revenues of the budget 
should be increased accordingly by the payment of dividends and advance payments from the income taxes 
by state-owned energy companies and international aid. 

A probable challenge will be the increased need for financing subsidies. According to the National Bank of 
Ukraine, the war caused an unprecedented rise in the level of unemployment, which hit about 35%, and the 
drop in salaries in the private sector varied from 25% to 50% compared to pre-war times.39 All in all, this might 
adversely affect the payment discipline for energy and cause additional losses for companies. Commercial 
consumers will be exposed to commercial prices together with the need to compete for the resource.  

Conclusion 

Summing up, the accumulation of energy resources is being carried out at approximately the same pace as 
during preparations for the previous cold season. However, demand is down by around 40% year-on-year for 
both the industrial and residential sectors. The biggest risks are not shortages of gas or coal, but primarily 
possible attacks on energy infrastructure at the peak of the cold season. The government plans to compensate 
for the lack of financial resources to back its intention to maintain tariffs at the current level by attracting 
international aid and increasing domestic quasi-fiscal debt. The financial burden is placed on the largest 
state-owned energy companies Naftogaz, Energoatom, Ukrenergo and the State budget. 

Given its EU candidate status, Ukraine will have to consider continuing energy policy reforms in order to 
finalise harmonisation of its legislation and markets with EU member states and sustainably substitute energy 
imports from Russia with procurement on different markets. For the reconstruction process, housing and 
industry rebuilding based on energy efficiency is essential.  

 

 
39 National Bank of Ukraine, 2022. https://bank.gov.ua/admin_uploads/article/IR_2022-Q3.pdf?v=4 


