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The Centre for Economic Strategy is an independent centre for public policy research. CES's
mission is to support reforms in Ukraine to achieve sustainable economic growth. The Centre
contributes to the development of Ukraine's economic growth strategy, provides independent
analysis of the most important aspects of state policy, and works to strengthen public support for

reforms. The Centre was founded in May 2015.

Our principles:

* Economic freedom (liberalisation, deregulation, privatisation)

* Free and fair competition

* Reducing the role of the state and improving its effectiveness

+ Information transparency and freedom of speech

* The rule of law and the protection of private property

+ Healthy and stable public finances

* Development of a knowledge-based economy.

For more information about CES, please contact Viacheslav Nozdrin, Communications Director

(tel.: (044) 492-7970, office@ces.org.ua).
We also invite you to visit our website at www.ces.org.ua and follow us on social media at

facebook.com/cesukraine or twitter.com/ces ukraine.

The research was performed with the support of the International Renaissance Foundation.
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1. SUMMARY

2024 was the third year of Russia's full-scale armed aggression against Ukraine. Unprecedented challenges
create new daily problems and require responses, including fiscal policy. Huge military needs, widespread
destruction, electricity shortages, the outflow of working-age people abroad, and other consequences of the

invasion continue to dictate the current environment.

Fiscal policy adapted to war conditions in 2024; at the budget level, it did not differ much from 2023. At the

end of the year, the government introduced tax increases, the results of which will be seen in the future.

Chart 1. Approximate distribution of inflows and expenditures in 2024, $ billion.

Inflows Expenditures

Consolidated budget income from War expenditures*
internal sources 70
60

SSC and other socia;l};ﬁ::ls own revenues
14

Direct aid to budget entities
17

‘ Grants 12

Net foreign borrowings
29

*This amount includes budget expenditures for defence and security needs covered by own revenue sources as well as by international
assistance, including in-kind weapons and ammunition. See Appendix 2 for more details on the calculation of war expenditures.

Sources: OpenBudget, Ministry of Finance, CES calculations.

The distribution of budgetary funds did not change much either: more than half (51%) of the general
government budget was spent on defence, followed by social expenditures (19.6% of total general government
expenditures), including pensions paid from the Pension Fund of Ukraine, and debt service (5.6% of
expenditures). The remaining expenditures (education, healthcare, and other functions) accounted for 23.8%

of total public expenditures.

An important factor in the budgeting for 2024 at the end of 2023 was the assumption of the duration of the
active phase of hostilities. Policymakers have accounted for significantly lowering security risks in the second
half of the year and for the corresponding expectations of improved economic development, lower war

spending, and higher budget revenues. The Ministry of Economy forecast nominal GDP in 2024 at UAH
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7,824.8 billion, with a real change of 5% year-on-year against a background of almost 14% average annual
inflation. This prognosis did not come true. In February 2025, we passed the third anniversary of the war,
and the economy managed to grow by only 3.4% in 2024. In addition to the frontline situation, the slowdown
in economic growth was caused by poorer harvests, weaker external demand, and a persistent labour shortage.
Still, nominal GDP grew by more than 16%. Due to a higher-than-expected deflator of 12.6%, GDP almost

caught up with the losses and, according to the NBU's latest forecast, should reach UAH 7,720 billion.

Although inflation was still 12% from December to December, it has dropped to 6.5% on average in the year

to date, thanks to very slow price growth in the first months until mid-summer.
Table 1: Macroeconomic development indicators for the last three years.

2024 2024
forecast* fact

Macroeconomic indicator 2023

Nominal GDP, billion UAH 5239 6 628 7825 7 720
Nominal GDP, $ billion 162 181 - 192
GDP, % real change -28.8 5.5 5.0 3.4
GDP deflator, % change 34.9 19.9 12.2 12.6
Consumer price index, % change December to December 26.6 5.1 10.8 12.0
Consumer price index, % change year-on-year average 20.2 12.9 13.8 6.5
Official exchange rate $, average for the year 32.3 36.6 - 40.2
Nominal salary, % change on average over the year 6.0 17.4 - 22.0
Real wages, % change on average over the year -11.4 3.7 - 14.4
Exports of goods and services, $ billion 57.5 51.3 61.9 56.1
Imports of goods and services, $ billion 83.3 89.2 86.7 91.8

**Forecast of the Ministry of Economy as of 15.06.2023.15.06.2023.
Sources: NBU. State budget indicators for 2025-2026.

2. REVENUES

The general government sector's total revenues in 2024 increased by 15% in nominal terms, roughly in line
with inflation. The total amount was UAH 4.1 trillion, or 53.7% of GDP, which is a smaller share compared

to the size of the national economy as of 2023, when revenues amounted to 54.2% of GDP (UAH 3.6 trillion).

At the same time, GGS's own revenues — excluding international aid in the form of grants and assistance

included in the own revenues of budgetary entities — outpaced inflation and grew by 23% in nominal terms.

The total volume of non-repayable international aid, which arrived in the form of grants and direct military

and humanitarian assistance, slightly decreased.
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Table 2: GGS's revenues for the last three years.

billio billio billio % of total
n n n (ele

revenue

Own revenues of the GGS

Personal Income Tax (PIT) and

Military tax 421 8.0% 496 7.5% 584 7.6% 14% 18%
SSC and other social fund revenues* 433 8.3% 487 7.3% 556 7.2% 13% 14%
Import VAT 253 4.8% 366 5.5% 466 6.0% 11% 27%
CPT 131 2.5% 159 2.4% 299 3.9% 7% 88%
Domestic VAT 214 4.1% 215 3.2% 268 3.5% 6% 25%
Real ORBE** 80 1.5% 105 1.6% 126 1.6% 3% 19%
Excise tax on imports 44 0.8% 81 1.2% 115 1.5% 3% 42%
Domestic excise tax 61 1.2% 94 1.4% 107 1.4% 3% 13%
Dividends and profits of SOEs and

COEs 47 0.9% 35 0.5% 71 0.9% 2% 102%
Rent payment 94 1.8% 66 1.0% 59 0.8% 1% -11%
NBU profit 19 0.4% 72 1.1% 39 0.5% 1% -46%
Other own revenues 182 3.5% 245 3.7% 294 3.8% 7% 20%
Aid

Aid to budget entities** 170 3.2% 735 11.1% 685 8.9% 17% 7%
Grants 481 9.2% 434 6.6% 475 6.2% 11% 9%
Total GGS 2630 50.2% 3592 54.2% 4144 53.7% 100% 15%

* SSC, insurance contributions, and other revenues of Ukraine’s social funds: 2022 and 2023 - actual budget execution; 2024 —
projected.

** Calculation of real own revenues of budgetary entities (ORBE) and international aid recorded under the revenue item of the General
Government Sector (GGS) - see Appendix 1 for details.

Source: NBU, OpenBudget, Report on the Execution of the Budget of the Pension Fund of Ukraine for 2023, Report on the Execution of

the Budget of the Unemployment Insurance Fund for 2023, Draft Budget of the Pension Fund for 2024, CES calculations.

Taxes and contributions levied on personal income remain the largest sources of revenue for the General
Government Sector. In 2024, revenues from the Personal Income Tax (PIT), Military Tax, and Social Security

Contribution (SSC) accounted for nearly 15% of GDP.
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PIT and Military Tax revenues increased by 18% in nominal terms, matching the growth rate seen in 2023.
This increase is partly driven by the taxation of military personnel’s monetary allowances. However, since
this growth is in line with the nominal year-over-year GDP change (+18%), the relative share of these

revenues remained unchanged.

The Military Tax's revenues grew 34% year-over-year in 2024, and 1.5 times compared to the first year of
the full-scale invasion. Total revenue from the tax amounted to UAH 51.2 billion, or less than 1% of GDP.
The Military Tax rate was previously set at 1.5%, but in 2024, it was increased to 5%, and starting December
1, 2024, all personal income is taxed at this new rate. In addition, a 1.5% rate was introduced for legal entities
and individual entrepreneurs operating under the simplified taxation system. The first revenues from this
expanded base were collected at the end of 2024 and amounted to UAH 62 million. Beginning January 1,
2025, individual entrepreneurs in the first, second, and fourth taxation groups will pay a fixed tax of 10% of

the minimum wage, equivalent to UAH 800"

While the projected share of SSC and other own revenues of social funds is slightly decreasing, actual

execution may exceed expectations.

The highest growth rate in tax revenues was demonstrated by the Corporate Profit Tax (CPT), which
increased by 88% in nominal terms. The total revenues amounted to almost UAH 300 billion, or 3.9% of GDP.
The increase in revenues was driven by the introduction of a 50% tax on bank excess profits in 2023, which

was paid to the budget in 2024.

Revenues from excise tax on domestically produced goods also increased by 13% nominally, which is a
relatively small increase when adjusted for inflation. Revenues from VAT on goods produced in Ukraine
amounted to 3.5% of GDP. This source increased by a quarter in nominal terms compared to 2023. However,

as a percentage of GDP, domestic VAT grew by only 0.2 pp.

In general, domestic tax revenues mostly decreased or maintained their share in GDP (except corporate
income tax due to the peculiarities of taxation of banks). In contrast to income taxes, import taxes significantly
increased their share in the economy. Import VAT and excise duty on imported goods rose from 5.7% of GDP
in 2022 to 7.5% of GDP in 2024 in total. This was driven, in particular, by imports of fuel and weapons for

the army — as well as by the hryvnia devaluation.

The third largest component of GGS revenues (after SSC and PIT + Military Tax) is the value-added tax on
imported goods. It accounted for 6% of GDP, up 0.4 pp. year-on-year. The 27% increase was well above the

average annual inflation rate. Although the volume of imports grew by only 2.9% in nominal US$ terms, the

! Individual entrepreneurs and individuals will not pay military duty retroactively
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increase in import VAT revenues was driven by the hryvnia devaluation, which was almost 10% at the average

annual exchange rate.

Excise taxes on imports also showed significant growth, with revenues increasing by 42% nominally and the
share of GDP rising from 1.2% in 2023 to 1.5% in 2024. This increase reflects the gradual adjustment of excise
rates to the EU minimum levels. In early September 2024, the President signed a law raising fuel excise taxes,
effective from September 1, 2024, to January 1, 2025: €242.6 per 1,000 litres of gasoline (+14%), €177.6
for diesel (+27%), and €148 for gas (tripled). As a result, fuel excise tax revenues increased by more than

55% in 2024.

In addition, at the end of 2024, the Parliament voted to raise the excise tax on tobacco products, which was
signed by the President only on 24 March 2025. The increase in these excise taxes is an important part of

bringing Ukrainian legislation in line with the European Union's laws on the path to European integration.

Revenues from rents have continued to show a negative trend since the beginning of the full-scale invasion.
In 2024, revenues from this source amounted to UAH 59 billion, or 0.8% of GDP, which is one percentage
point less than in 2022. The main reason for this was lower payments for natural gas production due to lower

prices.

Table 3: Sources of revenue from rent in 2024.

2024, factual performance

billion UAH $ million

Rent from natural gas extraction 28.9 720.7 55.2%
Rent from oil extraction 8.9 221.4 17.0%
Rent from iron ore extraction 4.7 116.3 8.9%
Rent from gas condensate extraction 3.8 95.5 7.3%
Rent for the use of radio frequencies 2.4 60.7 4.7%
Rent for extraction of other subsoil 0.9 22.7 1.7%
Oil transportation 0.8 19.0 1.5%
Rent from coal extraction 0.4 9.5 0.7%
Other rent 0.4 10.9 0.8%
Total rent revenues 52.4 1305.8 100%

Source: OpenBudget.
Among all sources of budget revenues, the largest increase was in revenues from dividends and profits of

state-owned and municipal enterprises, which grew by +102% year-on-year to UAH 71 billion or 1% of total
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GGS revenues. The increase was due to an increase in the basic rate of the share of profits allocated to

dividends for state-owned enterprises from 50% to 80%?2.

In 2024, revenues from the transfer of part of the National Bank of Ukraine's profit decreased. The reason
for this was lower NBU profits in 2023 (the year in which the NBU profits were distributed in 2024) — UAH
76.6 billion compared to UAH 91 billion in 2022. In addition, a larger share of the NBU's profit was allocated
to general reserves (UAH 37.97 billion in 2023 and UAH 19.7 billion in 2022) instead of the state budget's

general fund.?

Chart 2. The revenue structure of the general government sector, $ billion.

120
B Grants
100
0%
20% M Direct aid to ORBE
- 0
80 14.8 -15%
g ' +282% i
= 60 19 +4% B SSC and other social fund revenues
a -1%
- 13.4
40
Mns3 +19% Own revenues of local budgets
20 +18%
W Own revenues of state budget
0
2022 2023 2024

Source: NBU, OpenBudget, Budget Execution Report of the Pension Fund of Ukraine for 2023, Budget Execution Report of the
Compulsory State Unemployment Insurance Fund of Ukraine for 2023, Draft Budget of the Pension Fund for 2024, CES own
calculations.

Since the beginning of the full-scale invasion, the budget has been significantly lacking in domestic sources
of funding, as the vast majority of its own revenues are used to meet the army's needs. International partners
cover the rest of the budget expenditures. In 2024, we received UAH 1.16 trillion in grants and other non-
repayable assistance from donors, or 28% of the General Government's revenues. Although the share of non-
repayable international aid in the structure of budget revenues remains high, it decreased in 2024 (see

Appendix 1 for more details).

2 The Government has determined the level of dividends to be paid to the budget by joint-stock companies with a state share.

3 The Consolidated Financial Statements of the National Bank of Ukraine for 2023 and the distribution of profit have been approved.

BUDGET 2024 PERFORMANCE REVIEW 8


https://me.gov.ua/News/Detail?lang=uk-UA&id=40600c95-ec9f-4bc0-a4bc-9eadd25a8a1d&title=UriadViznachivRivenDividendiv
https://bank.gov.ua/ua/news/all/zatverdjeno-konsolidovanu-finansovu-zvitnist-natsionalnogo-banku-ukrayini-za-2023-rik-ta-rozpodil-pributku?utm_source=chatgpt.com

3. EXPENDITURES

In the third year of a full-scale war, more than half of the total GGS budget (or almost all of its own revenues)
is directed towards repelling the aggressor. The full-scale invasion imposes strict conditions on planning the
expenditure side, which leads to other spending areas being “frozen” at pre-invasion levels or reduced. For
example, healthcare expenditures as a share of GDP decreased by 0.6 pp. between 2021 and 2024, and

spending on economic activities decreased by 2.7 pp.

Chart 3. The structure of general government budget expenditures and their coverage by own revenues over

the last 5 years.

6000 100%

91% I Own revenues of budget

88%

90% I Defence aid
5000

80% Other expenditures

70% Economic activity
4000
- 60% Justice and other civilian public order
2 expenditures
B 3000 50% [ Debt servicing
ey
S
40% Healthcare
2000 .
30% Education
20% Social protection and social fund
1000 expenditures

100, N War expenditures from domestic

sources
e % of expenditures covered by own

0%
revenues
2020 2021 2022 2023 2024

Sources: OpenBudget, CES own calculations.

Similarly to revenues, total expenditures remained almost unchanged compared to 2023, with an inflation-
adjusted increase of 4.8% year-on-year in hryvnia. In terms of relative figures, expenditures even decreased -

in 2023, the expenditures of the central government totalled 74.3% of GDP, and in 2024 - 71.2%.

Defence and security needs account for the largest share of expenditures. In total, 51% of all expenditures
were spent on this sector in 2024. The level of defence spending remained roughly at the level of 2023.
Initially, the Law of Ukraine on the State Budget for 2024 envisaged half the expenditures, and the optimistic
assumption that the acute phase of the war would end within the year did not match the actual intensity of

hostilities. As a result, the army's needs were underfunded, and it was necessary to urgently amend the law
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to provide an additional UAH 500 billion in military spending.* The problems that arose from the
unrealistic forecast of the duration of hostilities were taken into account in the 2025 budget, and the duration
of active hostilities was set for the whole year, and defence spending is planned to be approximately the same

as the actual amount spent in 2024. Read more about the 2025 budget in the CES overview”.

According to our calculations, the total expenditure on the war is UAH 2.8 trillion, or 36.4% of GDP. This
includes expenditures to meet defence and security needs at the cost of own budget revenues - UAH 2,153
billion (27.9% of GDP) and expenditures at the expense of defence aid - UAH 654 billion (8.5% of GDP). For

more details on the methodology of calculating military expenditures, see Appendix 2.

According to the International Institute for Strategic Studies,® Russia spent $145.9 billion on the war in 2024,
which is 42% more in real terms than its expenditures in 2023. Ukraine's spending on the war remained
almost unchanged and even decreased relatively - in 2023, Ukraine spent 37.5% of GDP on the war, and in

2024 - 36.4% of GDP.

Table 4. General government budget expenditures.

Indicator

billion % of billion % of billion % of 2024 to
Change, %
UAH UAH UAH (€))) 4 2023

War expenditures from domestic sources* 1247 23.8% 1778 26.8% 2153 27.9% 39.1% 21%

Defence aid 158 3.0% 710 10.7% 654 8.5% 11.9% -8%
Social protection and social fund expenditures 888 17.0% 1000 15.1% 1076 13.9% 19.6% 8%
Debt servicing 160 3.1% 249 3.8% 308 4.0% 5.6% 24%
Justice and other civilian public order

expenditures 201 3.8% 227 3.4% 257 3.3% 4.7% 13%
Healthcare 215 4.1% 217 3.3% 239 3.1% 4.3% 10%
Economic activity 148 2.8% 222 3.4% 216 2.8% 3.9% -3%
Education 291 5.5% 309 4.7% 348 4.5% 6.3% 13%
Other expenditures 168 3.2% 215 3.2% 250 3.2% 4.5% 16%

4 Draft Law on Amendments to the Law of Ukraine ‘On the State Budget of Ukraine for 2024’ on Financial Support for the Security and

Defence Sector.

5 Budget 2025 overview.

6 Global defence spending soars to new high.
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Total expenditures (excluding lending) 3477 66.4% 4928 74.3% 5500  71.2% 100.0% 12%

Net lending -3 -0.1% -5 -0.1% -5 -0.1% -0.1% 0%
*For more details on the calculation methodology, see Appendix 2.

Sources: NBU, OpenBudget, Budget Execution Report of the Pension Fund of Ukraine for 2023, Budget Execution Report of the

Compulsory State Unemployment Insurance Fund of Ukraine for 2023, Draft Budget of the Pension Fund for 2024, CES own calculations.

Social spending remained at the 2023 level — slightly over 1 trillion UAH or 13.9% of GDP (This includes
the total amount of social expenditures from the consolidated budget and social fund budgets — the General
Government Sector, GGS). The share of GDP spent on social needs decreased by 1.2 pp. year-over-year.
Expenditures from the state budget slightly declined compared to the previous year — by 1% in nominal
terms. However, consolidated budget expenditures increased, mainly due to a 27% rise in social spending by
local budgets. The main area of social spending is pension provision, with funds transferred from the state
budget to the Pension Fund budget. In 2024, this transfer amounted to 314.3 billion UAH or 4% of GDP, a

15% increase compared to 2023. This transfer includes funds for:

e Financial support for pension payments (274.7 billion UAH)

e Payment of housing subsidies and benefits for utilities (39.6 billion UAH)

Pension payments are also financed by the Pension Fund’s own revenues, which are planned to reach 503
billion UAH, a 14% nominal increase compared to 2023. The share of own revenues in the Pension Fund's
budget structure is growing—in 2024, it is projected to reach 63% of the total budget. Accordingly, the share
of state budget funds is decreasing while the role of the Pension Fund’s own revenues is expanding. The share
of state funding decreased from 40% to 37%, moving toward the 36% target set in the draft budget. The total
amount allocated from the state budget for pension provision remained nearly unchanged (a nominal decrease
of 0.3% compared to the same period in 2023), while own revenues from the Single Social Contribution (SSC)
increased by 16.1%. Reducing state budget allocations to the Pension Fund is a positive sign, as it indicates
the fund’s growing financial independence and opens opportunities for redirecting public funds toward

priority defence spending.

One of the new expenditure areas of the Ministry of Social Policy is the State Child Services Agency,
established at the end of September 2023.” The key responsibilities of the agency are to provide social support
and social services to families with children, foster families, orphanages, etc. In 2024, UAH 45 million was
allocated for the agency's expenditures, of which only a little more than half — UAH 26 million — was
actually spent on administrative needs (management and administration in the field of adoption and child

protection).

7 Some questions of the State Service for Children.
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Major social security expenditure programmes showed negative dynamics last year due to the need to

accumulate additional resources for the army's needs.

Table 5. Social expenditures of the Ministry of Social Policy by programme classification, UAH billion.

Programme 2024 A A
Financial support for pension payments 273.7 274.7 0.4%
Social security for people in difficult life circumstances 102.8 88.0 -14.3%
Payment of housing subsidies and benefits - 39.6 -
Social security for children and families 24.2 23.4 -3.6%
Support for low-income families 47.5 17.0 -64.2%
Social security for people with disabilities 3.4 5.2 53.5%
Payments to people who have special and distinctive services to the country ) 14 )

or for work in special conditions

Expenditures under other programmes 1.3 0.6 -54.3%

Source: OpenBudget.

Housing subsidies and benefits amounted to 39.6 billion UAH or 0.5% of GDP. Support for low-income
families decreased by more than half — a 64% decrease compared to 2023 (from 47 billion UAH to 17 billion
UAH). Expenditures on social security for citizens in difficult life circumstances, including payments to
internally displaced persons, also declined, from 103 to 88 billion UAH. Spending on social security for

children and families decreased, though to a lesser extent — by 3.6%.

Education expenditures amounted to 348 billion UAH, or 4.5% of GDP. In 2024, nominal expenditures in
this area increased by 13% compared to 2023, but the annual plan was still not fully executed. Most education
spending comes from local budgets — 284 billion UAH, which fund preschool, general secondary, and other
types of education. Higher education is primarily financed by the state budget. The largest education
expenditure item for the GGS budget is the provision of general secondary education, totalling 169.5 billion

UAH.

Debt servicing remains the third largest expenditure item in the state budget and the fifth largest in the GGS
budget. In 2024, debt service expenditures reached 308 billion UAH, or 4% of GDP. Initially, the budget
projected 373 billion UAH for debt-related spending, but this amount was reduced during the year to prioritise
urgent military needs. Despite this, debt servicing costs rose by 24% nominally compared to 2023, outpacing

inflation.
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Expenditures on economic activities also showed no major changes compared to the previous year,
amounting to 2.8% of GDP or UAH 216 billion. The revised annual plan was only 80% fulfilled, in particular,
due to the failure to meet the expenditure plan in the fuel and energy sector, namely in the electricity sector.
This is since the budget included UAH 9.5 billion for repairs of energy facilities in case of massive terrorist
attacks by Russia. Fortunately, the energy infrastructure was not so badly affected in 2024 due to the enhanced
air defence system provided by international partners. Expenditures between the state and local budgets were
distributed as follows: UAH 160 billion (62% of all expenditures on economic activity) was paid from the
state budget, and UAH 97 billion from the local budgets. Previously, this distribution was more even: in 2023,
UAH 134 billion was spent from the state budget and UAH 113 billion from local budgets. The largest share
of expenditures on economic activity goes to the transport sector - UAH 85 billion, of which UAH 66 billion

is spent on road maintenance.

Healthcare spending remained at the level of 2023 and amounted to 3.1% of GDP (UAH 239 billion).
Expenditures grew by 10% but did not significantly exceed the average annual inflation rate. Most of the

funds in this area were allocated to implement the state healthcare guarantee programme —UAH 157 billion

in 2024.

Other expenditures totalled UAH 250 billion or 3.2% of GDP.

Chart 4. Structure of GGS expenditures in % of GDP over the past 5 years.

80%
70%
M Defence aid
60% W War expenditures from domestic sources
50% Social protection and social fund
expenditures
Education
40%
Healthcare
30%
W Debt servicing
20%

M Economic activity

expenditures

Other expenditures
0%

2020 2021 2022 2023 2024

Sources: OpenBudget, CES own calculations.
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4. DEFICIT AND BUDGET FUNDING

The official state budget deficit in 2024 reached UAH 1,359 billion, or 17.6% of GDP. This is almost 1.9%
higher in nominal terms than the deficit in 2023. However, when adjusted for inflation, this means that the

deficit has even slightly decreased.

However, the official state budget deficit — the difference between all revenues and expenditures, including
lending — does not take into account international aid. It goes to the budget and actually covers the budget
deficit. If this aid were considered, the adjusted budget deficit would have been more than UAH 2,512
billion, or 32.5% of GDP. This figure increased by less than 1% nominally compared to the previous fiscal

year.

When discussing the need for financing, we include not only the budget deficit but also the repayments of

external and internal debts. The total funding requirement in 2024 was UAH 3,623 billion.

Table 6. Funding of the state budget of Ukraine in 2024.

Funding needs Funding sources
billion UAH
% of GDP -
billion
A. Official deficit of the state
1359 17.6%
budget
B. incl. grants in revenue 474 6.1% A. Grants 474 6.1%
C. incl. international aid in . .
680 8.8% B. International aid 680 8.8%
revenue*
D. Adjusted implied deficit of the
state budget, including grants and 2512 32.5%
aid (D=A-B-C)
E. Repayment of external debt 727 9.4% C. Raising of external debt 1900 24.6%
+ Adjustment for external
e -20 -0.3%
liabilities
F. Repayment of domestic debt 383 5.0% D. Raising domestic debt 638 8.3%
E. Privatisation 10 0.1%
F. Financing from active
. -59 -0.8%
operations
G. Total funding requirement G. Total funding sources
3622 46.9% 3622 46.9%
(G=D+E+F) (G=A+B+C+D+E+F)
* The calculation of international aid recorded as a revenue item in the National Budget is detailed in Appendix 1.
Sources: OpenBudget, CES own calculations.
BUDGET 2024 PERFORMANCE REVIEW 14



The gaps in the state budget were closed by attracting external debt worth UAH 1.9 trillion. In 2024,
external debt was raised more than one and a half times more than in 2023, an increase of 65% nominally.
Domestic debt attraction did not increase significantly compared to the previous year — by 15.5%
nominally. In 2024, the Government raised UAH 638 billion from the sale of domestic government bonds,

which was UAH 255 billion more than the repayments on domestic government bonds®.

As of 1 January 2025, domestic government bonds worth more than UAH 1.86 trillion were in issue’. Another
important component of financing the adjusted (actual) state budget deficit was international assistance in
the form of grants (UAH 474 billion) and direct in-kind assistance (UAH 680 billion). Together, they

accounted for almost 15% of GDP and helped finance 26% of state budget expenditures.

In addition to non-repayable funding in the form of grants, international partners support the Ukrainian
budget by providing loans on favourable terms. In 2024, Ukraine received $29 billion in loan financing, of
which the largest part came from the EU under the Ukraine Facility for 2024-2027 — $14.1 billion. In total,
international donors provided financial support for the 2024 budget through grants and loans worth $41.6

billion.

Chart 5. Sources of funding for the state budget's general fund in 2024, $ billion.

EU I 173
Government bonds I 15 s
USA I—— 8.3
IMF I 5.3
Japan NI 4.3
World Bank I 3.2
Canada [ 1.8
United Kingdom [N 1
Norway W 0.3
South Korea | 0.1

Others 0

0.0 0.2 0.4 0.6 0.8 1.0 1.2 14 1.6 1.8 2.0

B Grants M Loans

*Others: Council of Europe Development Bank and Spain.

Source: Ministry of Finance.

8 Statistics on the sale and redemption of domestic government bonds.

°n 2024, the volume of domestic government bonds held by individuals increased by almost 50%, and by legal entities by 28%.
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https://mof.gov.ua/uk/news/ukraines_state_budget_financing_since_the_beginning_of_the_full-scale_war-3435
https://bank.gov.ua/ua/news/all/u-2024-rotsi-uryad-zaluchiv-vid-prodaju-ovdp-na-auktsionah-mayje-640-mlrd-grn-v-ekvivalenti-a-zagalom-uprodovj-voyennogo-stanu--mayje-1-458-mlrd-grn-v-ekvivalenti
https://mof.gov.ua/uk/news/u_2024_rotsi_obsiag_ovdp_u_vlasnosti_fizosib_zbilshivsia_na_maizhe_50_iuridichnikh_osib__na_28-4979
https://mof.gov.ua/uk/news/u_2024_rotsi_obsiag_ovdp_u_vlasnosti_fizosib_zbilshivsia_na_maizhe_50_iuridichnikh_osib__na_28-4979

The IMF is the second lender to Ukraine's budget after the Ukraine Facility. In 2024, Ukraine fulfilled all the
necessary conditions under the IMF Extended Fund Facility programme revision, which allowed it to receive

$5.3 billion in loan financing on favourable terms.

The largest providers of grant funding remain the United States ($8.3 billion), the EU ($3.2 billion), and Japan
($723 million). The funds provided by the United States are fully non-refundable, so this support does not
increase the debt burden on the budget. In 2024, the United States provided $7.3 billion to compensate for
social spending through the World Bank's PEACE in Ukraine project and $1 billion was raised through another
World Bank programme, the Second Growth Foundations Development Policy Loan. This $1bn is the first
tranche of loans to be disbursed from future proceeds of frozen Russian assets under the $50bn G7 ERA

Mechanism initiative.°

Also, in 2024, Ukraine received budgetary grant support from Norway for $306 million and the Republic of

Korea for $100 million.

In total, according to the Kiel Institute,' donors provided $151.5 billion in military aid and $20.4 billion in
humanitarian aid in 2022-2024. According to the Ministry of Finance, Ukraine received $76.8 billion in loans
and $38.4 billion in grants from donors, totalling $287.1 billion. Most of the military aid was provided by

the EU and the US.

According to the United States, it allocated $69 billion in military aid'?, but a number of analysts believe that
the estimate of old weapons transferred to Ukraine is overestimated. They estimate the real amount of direct

US military aid at $18.3 billion."?

10 Ukraine received $1 billion from the United States. For the first time, the state budget received funds secured by proceeds from frozen

Russian Federation assets.

1 Ukraine Support Tracker.

12 ys Bureau of Political-Military Affairs.

13 Comprehensively Valuing Ukraine Aid.
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https://www.kmu.gov.ua/news/ukraina-otrymala-1-mlrd-hrant-vid-ssha-vpershe-do-derzhavnoho-biudzhetu-nadiishly-koshty-zabezpecheni-dokhodamy-vid-zamorozhenykh-aktyviv-rf
https://www.kmu.gov.ua/news/ukraina-otrymala-1-mlrd-hrant-vid-ssha-vpershe-do-derzhavnoho-biudzhetu-nadiishly-koshty-zabezpecheni-dokhodamy-vid-zamorozhenykh-aktyviv-rf
https://www.kmu.gov.ua/news/ukraina-otrymala-1-mlrd-hrant-vid-ssha-vpershe-do-derzhavnoho-biudzhetu-nadiishly-koshty-zabezpecheni-dokhodamy-vid-zamorozhenykh-aktyviv-rf
https://www.kmu.gov.ua/news/ukraina-otrymala-1-mlrd-hrant-vid-ssha-vpershe-do-derzhavnoho-biudzhetu-nadiishly-koshty-zabezpecheni-dokhodamy-vid-zamorozhenykh-aktyviv-rf
https://www.ifw-kiel.de/topics/war-against-ukraine/ukraine-support-tracker/
https://www.state.gov/bureau-of-political-military-affairs/releases/2025/01/u-s-security-cooperation-with-ukraine
https://econ4ua.org/aid-value/

Chart 6. Partners' assistance to Ukraine in 2022-2024, $ billion.

W Grants M Loans Humanitarian aid W Military aid

EU with member states 42.4 65.7 125.4

United Kingdom I 14.8
Japan 9.9
Canada II 8.8
All others I 24.3

0 50 100 150
$ Mupa

Notes: Financial aid disbursed, military and humanitarian aid allocated. For more details, see Appendix 3.

Sources: OpenBudget, European Council, US Bureau of Political-Military Affairs, CES own calculations.

In 2024, the amount of public and publicly guaranteed debt increased to UAH 6.98 trillion, $166.1 billion,
or 90.4% of GDP. Public debt amounted to $159.2 billion, and state-guaranteed debt was almost $7 billion.
The total debt increased by 26% in nominal terms in hryvnia compared to 2023 and is two and a half times
higher than in the period before the full-scale invasion. The increase in debt is mainly due to an increase in
external public liabilities - by just 34%, with some creditors (including the EU, IBRD, and IMF) increasing
their liabilities by almost half. They reached UAH 4.8 trillion, or 62.6% of GDP. Domestic government debt

raised through domestic government bonds nominally increased by 17% to UAH 1.5 trillion in 2024.

BUDGET 2024 PERFORMANCE REVIEW 17


https://openbudget.gov.ua/en
https://www.consilium.europa.eu/en/policies/military-support-ukraine/
https://www.state.gov/bureau-of-political-military-affairs/releases/2025/01/u-s-security-cooperation-with-ukraine

Chart 7. Structure of Ukraine's public debt in $ billion.

Other external
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Bonds and NBU Loan
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Source: Ministry of Finance of Ukraine.

Repayments on external debt obligations increased significantly in 2024, with the repayments increasing
almost 11 times to UAH 727 billion, or 9.4% of GDP. However, the majority of these loans are payments in
US$ - UAH 533.5 billion and UAH 72.9 billion in euros, that were not actually fulfilled, and the amount was

used to rollover external government loan bonds'*.

Chart 8. Forecast of public debt service and repayments.
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o
o
o
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UAH billion

600 B Repayment of external debt

400 W External debt service

200 Repayment of domestic debt

0 Domestic debt service

2024 2025 2026 2027 2028 2029 2030

14 Debt payments and forecasts.
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https://mof.gov.ua/uk/derzhavnij-borg-ta-garantovanij-derzhavju-borg
https://mof.gov.ua/uk/borgovi-platezhi-ta-prognozi

Source: Ministry of Finance of Ukraine.

According to the Ministry of Finance, Ukraine will have to pay over UAH 2 trillion ($48.8 billion at the current
exchange rate) in external debt (servicing and repayment) from 2025 to 2030. The repayment peak is in 2029,
when it is planned to repay UAH 282 billion ($6.8 billion).

The peak of domestic debt repayments is in 2025 when more than UAH 500 billion in domestic government

bonds are expected to be repaid. This debt is likely to be refinanced.
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5. APPENDIXES

APPENDIX 1. METHODOLOGY FOR CALCULATING REAL BUDGET
REVENUES AND INTERNATIONAL AID IN THE OWN REVENUES OF
BUDGETARY ENTITIES

Table 7. Breakdown of consolidated budget revenues from own revenues of budgetary entities (ORBE) by

source.

Indicator, billion UAH unless otherwise

stated

Total consolidated budget revenues from ORBE 250.1 839.9 810.4

Revenues from fees for services provided by budgetary entities 37.8 52.6 63.4

Other ORBE sources, including: 212.3 787.2 747.0
1. Real other ORBE sources 42.2 52.7 62.2

2. International Defence Assistance Receipts (From the Budget at the
157.8 71.0 653.6
expense of other ORBE sources)

3. International humanitarian aid received 12.2 23.8 31.2

Average amount of real sources of ORBE in 2018-21, % of GDP 0.81%

Sources: CES own calculations, NBU data, OpenBudget.

Table 7 shows the breakdown of real consolidated budget revenues from ORBE and international aid, which

is recorded through the ORBE revenue category.

The revenue item "Own revenues of budgetary entities" accounts for fees for services provided by budgetary
entities, as well as other sources of ORBE, including charitable contributions, grants and gifts. Since the
beginning of the full-scale invasion, "Other ORBE sources" have increased almost 4 times in 2022 and 15 times
in 2023 (compared to 2021). We assume this is due to the accounting of international aid (including in-kind
aid - weapons, humanitarian aid, etc.) in this article. Therefore, we made the following assumptions to

separate the funds that are not the budget's own revenues.

Let's assume that the share of real other sources of ORBE in the consolidated budget from the beginning of
the full-scale war in 2022 was the same as the average share of GDP for the previous 4 years (2018-2021),
i.e. 0.81%. Then, we find the real other sources of ORBE in the consolidated budget since the beginning of

the war by multiplying the GDP of the following years by the share of 0.81%.

International defence aid revenues are defence expenditures (functional classification "0200 Defence") at the

expense of other sources of budgetary entities' own revenues.
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Before the full-scale invasion, we assume no humanitarian aid was accounted for under Other ORBE sources,
so we assume that it was not available until 2022. Accordingly, the remaining Other ORBE sources (minus

real other sources and international defence aid) are international humanitarian aid revenues.

APPENDIX 2. METHODOLOGY FOR WAR COST CALCULATION

Expenditures on war are expenditures on defence and security in the sector related to the defence of Ukraine
against a full-scale Russian invasion. This includes salaries and supplies for the military, construction of
engineering and fortifications, and the purchase of military equipment, including drones. In addition, war
expenditures include, among other things, partial support for the activities of the Ministry of Internal Affairs,
the Security Service of Ukraine, and the National Guard of Ukraine; provision of financial assistance and other
social benefits to the families of fallen servicemen; maintenance of prisoners of war; reform of the defence
industry; liquidation of the consequences of hostilities; and repair of critical infrastructure. The functional
classification "0200 Defence" does not account for all of these expenditures and includes expenditures from

international assistance.

Therefore, we have defined the following methodology for calculating military expenditures, which better

describes the situation of meeting the needs of war.
Expenditures on war from domestic sources include:

e expenditures under the functional classification "0200 Defence" without expenditures from other
sources of own revenues of budgetary entities;

o expenditures under the functional classification "0300 Public order, security and judiciary", which are
defined as military expenditures according to the programme classification (Table 7);

o expenditures under the functional classification "0300 Public order, security and judiciary" in the
military area are defined as dual-use expenditures according to the programme classification (Table
7). These are budget programmes which, before the start of the full-scale invasion, were responsible
for civilian security, and after the start of the invasion, they continue to perform their civilian
functions but have also added functions to meet the needs of the war. We have calculated civilian
and military expenditures in the dual direction in Table 9;

o expenditures under the functional classification "1000 Social protection and social security”", which
are defined as military expenditures under the programme classification (Table 7);

e expenditures under the functional classification "0400 Economic activity" are defined as military

expenditures according to the programme classification (Table 7).

Defence aid is expenditures under the functional classification "0200 Defence" at the expense of other sources

of own revenues of budgetary entities.
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Table 8. Consolidated budget programmes that are nominally non-defence expenditures but reclassified as

war or dual-use expenditures.

Functional classification Code by program classification Classified as

1002600, 1002700, 1002710, 1002720, 1003010,

0300 Public order, security and 1003020, 1003700, 1003710, 1006710, 1007700, War

the judiciary 1501700, 2501700, 2501710, 36017002, 3601700, expenditures
3601700, 6521700, 6641710, 8220, 8240

1001010, 1001050, 1002010, 1002030, 1002110,

. . 1002120, 1002150, 1002600, 1007010, 1007020,
0300 Public order, security and Dual-use
o 6501010, 6501070, 6521010, 6521700, 6524010, .
the judiciary expenditures
6601020, 6621010, 6641010, 6641020, 6641160,

6641700, 6642020, 8210, 8230

1000 Social protection and social 1501100, 1501120, 1501700, 2105700, 2105720, War
security 5961700, 6601700, 3090 expenditures
1201520, 1201590, 2601030, 2601040, 2601700, -
ar
0400 Economic activity 3101700, 3101720, 3111350, 3111700, 6381210, .
oD expenditures

Source: CES methodology, OpenBudget.

Table 9 shows the distribution of expenditures on dual-use programmes in the "0300 Public order, security
and judiciary" budget function. To separate military functions in public order expenditures with dual meaning,

we made the following assumptions.

Assuming that the share of civilian expenditures in public order programmes, defined as dual-use expenditures
in Table 7, in the consolidated budget since the beginning of the full-scale invasion has been the same as the
average share of GDP in the previous 4 years (2018-2021), i.e. 1.6%. Then, we find the civilian expenditures
in these programmes since the beginning of the war by multiplying the GDP of the following years by the

1.6% ratio. The rest of the expenditures are considered to be war expenditures.

Table 9. Distribution of double-use expenditures in the function 0300 by directions.

Indicator, billion UAH unless otherwise stated 2022 2023 2024

Nominal GDP 5239.1 6628.0 7720.0

Total expenditures under programme 0300, which are classified as expenditures of
233.4 316.1 383.1
dual-use, of which:

1. civilian expenditure 86.4 109.4 127.4
2. military expenditure 146.9 206.7 255.7
Average value of civilian expenditures of dual-use programmes in 0300 for 2018-21, 1.6%
% of GDP

Sources: CES own calculations, NBU data, OpenBudget.
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APPENDIX 3. PARTNERS' ASSISTANCE TO UKRAINE IN 2022-2024, S

BILLION.
The EU Total
with United assistance
: USA : Japan Canada :
Assistance type member Kingdom provided by
states type
Grants 5.6 31.2 0.1 1.0 0.0 0.6 38.4
Loans 42.4 0.0 2.9 7.6 5.4 18.5 76.8
Military aid 65.7 69.0 10.8 0.0 2.8 3.1 151.5
Humanitarian aid 11.8 3.7 1.0 1.4 0.5 2.1 20.4
Total aid provided by
125.4 103.9 14.8 9.9 8.8 24.3 287.1
the donor

Notes: Financial aid disbursed, military and humanitarian aid allocated.

Sources: OpenBudget, European Council, US Bureau of Political-Military Affairs, CES own calculations.
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