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The Real Sector Development
· According to provisional statistics the real GDP increased by 4.6 % in 2002 as compared to 2001 (last year it grew by 9.2%) and made Hr 220,556 mn.
· In 2002 the fastest growth of added value was observed in the manufacturing, the wholesale and retail trade, the agriculture, the hunting and forestry and the transportation. 

· In 2002 industrial production growth constituted 7.0% (in 2001 it grew by 14.2%), in particular the growth in manufacturing, which accounts for 73.7% of the total industrial output, reached 8.9% (17.2% in 2001), growth in mining amounted to 2.3% (3.3% in 2001) and 1.1% in the generation and distribution of electric power, gas and water supply (2.6% in 2001).

· Industrial output fell by 2.2% in December 2002 compared to November of the year. Though compared to December 2001 the output grew by 14.3%.

· Tangible increment in 2002 as compared to 2001 was achieved in coke production and oil refining (25.5%), wood production and manufacturing of wood products (23.4%), machine-building (11.3%), pulp-and-paper industry as well as in printing and publishing industries (8.4%), production of foodstuffs and processing of agricultural products (8,4%).

· Since May of 2002, the metallurgy and metal processing have been constantly growing every month as compared to the same month of 2001. As s result, the growth constituted 3.9%. The metal processing and ferrous metallurgy demonstrated highest growth by 8.6% and 4.0% correspondingly. 
· The largest contribution to the total industrial growth (7.0%) in 2002 (adjusted for the respective share in the industrial production structure) was made by the enterprises in the foodstuffs industry (+1.5 percentage points), machine building (+1.4 percentage points), the coke production and oil products processing (+1.3 percentage points). The negative percentage points were brought into this figure by the enterprises of coal and brown coal mining and peat extraction (-0.07 percentage point).

· The negative trend towards the diminishing of the number of profitable enterprises in the Ukrainian industry persists. Thus, in 2002 only 48% of the enterprises were profitable (last year figure was 59%), of which 51% in the manufacturing industry (60% in 2001), 24% in the generation and distribution of electric power, gas and water (40%), and 31% in the mining industry (46%). Among the manufacturing industries with the exception of pulp-and-paper producers and publishing business the number of profitable enterprises was decreasing as compared with the previous year. The most significant reduction of profitable enterprises was seen in machine building (-48% compared to – 64% in 2001), in nonmetallic mineral products (– 44% vs – 57% in 2001) and in production of lumber and woodworking products (– 47% vs – 57% in 2001). 
· In 2002 industrial producers shipped products for Hr181.1 bn. The share of products shipped on a barter basis amounted to 4.1%, which is by 3.8 percentage points less than the corresponding amount of the same period of 2001. The share of cash revenues increased by 7.0 percentage points and reached 86.0%. The highest level of cash payments for shipped industrial products is observed in Odeska Oblast (93.6%), Vinnitska Oblast (92.6%) and Chernigivska Oblast (92.6%), Volynska Oblast (91.6%), Ternopilska Oblast (91.6%). 
· The retail trade turnover increased in 2002 by 16.3% compared to 2001 (in 2001 the rate of increase was 11.8%).

Arrears in the Economy 

· In 2002 the amount of accounts receivable increased by 8.8% (increase for the same period in 2001 was 18.9%), while accounts payable grew by 7.4% (8.9% in 2001). The accounts payable exceeded receivables 1.3 times. 
· As of January 1, 2003 industrial enterprises made the largest proportion of accounts payable 43.6%, where 46.5% came from the generation and distribution of electric power, gas and water, 40.4% from manufacturing and 13.1% from mining.
· The share of outstanding debts remained significant. Thus, as of January 1, 2003 the proportion of the overdue accounts receivable in the total debt accounted for 37.9%, while that of accounts payable was 38.3%.

· In 2002 total accounts receivable among enterprises of Ukraine increased by 9.3% (17.6% for the same period of 2001), accounts payable grew by 7.8% (9.0% for the same period of 2001).

Settlements and Debts of the Fuel and Energy Complex Enterprises 

Energy 

· According to the Ministry of Fuel and Energy of Ukraine, in 2002 electricity delivered to consumers amounted to Hr19,030.7 mn. Actual payments for delivered electricity totaled Hr 17,737.8 mn or 93.5% of deliveries, including Hr16,611.5 mn paid in cash or 87.3% of deliveries (last year – 75.5%).

· In electricity generation sector the accounts receivable of enterprises for energy provided to consumers increased in the beginning of the year by Hr 1,360 mn or by 14.8% and as of 01.01.03 amounted to Hr 10.5 bn.

· The accounts payable of enterprises in the industry decreased since the beginning of 2002 by Hr 1,185.0 mn or by 8.5% and made up Hr 12.7 bn as of 01.01.03. The accounts payable exceeded the accounts receivable by Hr 0.1bn.

· The most severe debtors in 2002 were State Communal Service Enterprises (25.9% of overall debts), coal mining industry (16.3%), chemical industry and metallurgy (9.2%), and agricultural complex (9.1%).

Coal Industry 

· In 2002 enterprises in the industry shipped coal for Hr 6,772.8 mn, including Hr 3,509.1 mn in shipments to energy sector, and Hr 2,583.6 mn of coal shipped for the production of coke. 
· The accounts payable of the enterprises in the industry amounted to Hr 10,713.7 mn as of 01.10.2002 and exceeded accounts receivable by Hr 6,225.7 mn. 
Oil and Gas Industry 

· In 2002 the NJSC "Naftogaz Ukrainy" sold 42.3 bn cubic meters of natural gas for Hr9,107.1 mn. Payments for the gas made Hr 8,080.6 mn (88.7% of sales), including Hr 7,824.2 mn paid via banking settlements (85.9% of delivered gas).

Inflation 

· In December 2002 the consumer price index was 101.4%, while for the whole 2002 the CPI was just 99.4% (deflation of – 0.6%). The CPI in 2001 made 106.1%.

· In December 2002 prices for foodstuffs crawled up by 2.2%. There was noticeable increase in prices for eggs and vegetables (16.9% and 16.1%), fruits (8.3%), milk and dairy products (5.8%). Concomitantly with this, there was a decrease in prices for poultry (by 2.4%), bread and baked products (by 0.2%). 

· Prices for nonfoods stayed steady in December 2002, services appreciated in price by 0.1%. Rise in prices for services was brought about by considerable appreciation of costs for individual service (by 3.5%). Hotel rents and fees, automotive and car repair services, tourism and travel services increased in price by 1.2-0.5%. 
· In 2002 prices for foodstuff products dropped by 2.3% (though in 2001 they increased by 7.9%). Prices for nonfoods and services increased by 1.6% and 3.4% correspondingly (in 2001 the prices increased by 0.2% and 5.3%).

· The industrial producer price index in December 2002 remained steady (100.0%). Though in 2002 on the whole the index was concluded at 105.7% (100.9% in 2001).

· Dramatic price increase in 2002 was observed among coke producing enterprises, oil refineries (by 25.5%), petroleum and other fuels extraction (by 10.4%), generation and distribution of electric power, gas and water (by 7.0%). Concurrently there was a decrease in price levels for leather, leather products and shoes (by 2.0%), latex and plastic goods (by 1.9%), other nonmetallic minerals (by 0.4%).

Fiscal Policy 

· In 2002 real revenues of the Consolidated budget increased by 15.1% (State budget increased by 18.3%). 
· Surplus of the Consolidated budget in 2002 amounted to Hr 1,726.9 mn (0.8% of GDP), including Hr 1,215.8 mn surplus of the State budget (0.6% of GDP). In 2001 deficit of the Consolidated budget was Hr 593.4 mn while the State budget was concluded with Hr 680.7 mn in deficit (budget revenues in 2001 included proceeds from privatization of state property). 
· Revenues of the Consolidated budget in 2002 came to Hr 60,812.1 mn, including Hr 44,420 mn from the State budget. Budgets were executed at 99.4% and 97.9% of the planned levels respectively. 
· Outlays of the Consolidated budget in 2002 amounted to Hr 59,085.2 mn and were executed at the level of 90.7% of the plan approved for 2002. Outlays of the State budget made Hr 43,204.6 mn and were executed at the level of 87.2%. 
Foreign Exchange, Money Market and Lending 

· During 2002 there were four cuts of annual discount rate by National Bank of Ukraine: down to 11.5% on March 11, down to 10.0% on April 4, down to до 8.0% on July 5 and down to 7.0% on December 5. 
· At the year-end the exchange rate was set by the Interbank foreign exchange market of Ukraine at 5.3324 UAH/USD. In 2002 national currency depreciated by 3.39 kopiykas or by 0.64%. Real depreciation of the national currency against US dollar was estimated 1.2%. 
· At the turn of 2002 exchange rate of the national currency against EURO made 5.5329 UAH/EURO. For the year national currency depreciated against EURO by 86.33 kopiykas or by 18.49%. Real depreciation of hryvnia against EURO for the year reached 19.2%.

· As reported in provisional statistical data in 2002 cash in the economy grew by 35.8% (52.1% in 2001). Monetary base increased by 33.6% (37.4% in 2001), and money supply grew by 41.7% (42.0% in 2001). 
· Share of cash in transactions as a part of money supply in 2002 composed 41.0% compared to 42.7% at the end of 2001. Cash in monetary base accounted for 85.8% in 2002 as compared to 84.4% in 2001. 
· In 2002 outstanding loans of commercial banks to agents of Ukraine’s economy incremented by 48.2% (45.3% in 2001). They were by 51.0% represented with loans in national currency (54.9% in 2001) and by 38.9% in foreign currency (39.9% in 2001).

Agro-industrial Complex 

· Within 2002 the agricultural production grew by 1.9% in comparative prices (by 10.2% in 2001). The growth in private households was 3.9%. Though there was a 1.1% decrease of production in agricultural enterprises of all property types.

· In 2002 gross output in crop cultivation decreased by 1.5%. This included 5.5% drop in output of crop cultivating agricultural enterprises. On the contrary the crop cultivation output in private households (individual farms) grew by 2.5%.

· Increment of livestock in 2002 came to 7.2%. This included 11.8% growth in agricultural enterprises and 5.4% growth in private households.

· Total sales of agricultural enterprises in 2002 increased by 11% compared with 2001. Thus, sales of eggs rose by 33.6%, those of livestock and poultry by 16.3%, sunflower seeds by 15.6%, fruits and berries by 10.3%, and grain-crops by 4.8%. 
Reforming Property 

· As reported by the State Property Fund of Ukraine 6,132 units of estate were privatized in 2002 (6,031 in 2001). Of these 26.0% were in state ownership (27.5% in 2001) and 74.0% were in communal ownership (72.5% in 2001). As compared with the same period of 2001 number of privatized entities increased by 1.7%.

· According to current data in 2002 proceeds from privatization of state property, related activities and lending to enterprises made Hr 606.6 mn, from which the State Budget gained Hr 576.1 mn. 

Fixed Capital Investments 

· Over the 9 months of 2002 investments into fixed capital went up by 6.2% (25.2% for the same period of 2001) and reached Hr 19,838.9 mn. Growth of capital investments was seen in 21 regions of Ukraine except for 6 regions where investments into fixed capital declined (Dnipropetrovska, Zaporizhska, Ivano-Frankivska, Rivnenska, Sumska Oblasts and the city of Kyiv).

· In January-November 2002 own funds and earnings of businesses and organizations remained to be the key source of investments into fixed capital and accounted for 66.6% of the total investments. Credits from the banks and other loans accounted for 5.1%; 5,0% came from the State budget, 4.6% originated from private investment into construction of personal housing, 4.5% came from foreign investors. Share of local budgets in investments into fixed capital amounted to 3.3%, and 8.4% were obtained from other sources of financing. 
· The largest proportion of total investments into fixed capital was allocated in industrial enterprises (44.7%), over half of which was absorbed by the enterprises of defense. In addition, almost a quarter was allocated in transportation, postal services and communications. 

· During 9 months of 2002, the businesses and organizations of all types of property absorbed Hr 22,749.4 mn of capital investments, 54.7% (largest proportion) of which came to collectively owned enterprises, 32.4% were absorbed by state enterprises and communal enterprises gained 6.0%. Private enterprises absorbed 5.5% of total capital investments.
Foreign Economic Activities 

· For 2002 turnover of foreign trade in goods and services increased by 9.4% compared with 2001 and made $40.2 bn. Exports of goods and services grew by 11.1% (9.7% in 2001), and imports grew by 7.4% (12.0% in 2001). Surplus of trade balance came to $3.8 bn ($2.9 bn in 2001). 
· In 2002 turnover of foreign trade in goods increased by 9.0% as compared with 2001. Exports went up by 10.4%, while imports grew by 7.6%. The surplus of foreign trade in goods for 2002 reached $980.3 mn ($489.6 mn in 2001). 
· Export/Import coverage ratio amounted to 1.06 (1.03 in 2001). 
· The share of machine building and metal working products in exports decreased to 13.6% in 2002 (13.9% in 2001). At the same time the share of cereals went up to 5.6% (2.5% in 2001). The share of mineral fuel, oil and other oil products increased to 9.2% (7.3% in 2001). 
· The share of trade with CIS is depleting in the geographic structure of trade partners of Ukraine. However, trade turnover with other foreign countries is growing. For 2002 the proportion of foreign trade in goods with CIS was 38.2% (42.2% for 2001). Other foreign countries contributed 61.8% to trade turnover (57.8% for 2001). In 2002 exports to CIS eroded by 6.4% as compared to 2001. However imports from the same region increased by 1.5%. Exports to other foreign countries increased by 17.2%, and imports fell by 15.4%. 
· Exports of goods to Russian Federation amounted to 17.8% of the total exports while imports made 37.2%. During 2002 exports to Russian Federation dropped by 13.3% as compared to 2001 while imports grew by 8.7%. Balance of trade with Russian Federation remained negative (-$3,128.0 mn). 
· In 2002 the proportion of barter transactions in exports and imports made 0.1% in each one (0.3% in exports and imports each in 2001).

· Exports of raw materials for goods made on commission in 2002 reached $24.0 mn or 0.1% of the total exports (0.9% in 2001).

· Imports of finished commodities made on commission amounted to $32.8 mn or 0.2% of the total imports (0.4% in 2001). 
· In 2002 raw materials that came in for production of commodities made on commission amounted to $1,297.2 mn. This is 7.6% of the total imports to Ukraine (6.5% in January-November 2001).

Foreign Direct Investments 

· In 2002 $1,074.8 mn in FDIs were officially reported. This exceeded by 32.1% the inflow of FDIs in 2001. 
· As of 01.01.2003 the total FDIs to Ukraine amounted to $5,339.0 mn, or $111 per capita.
· Net growth of foreign capital during 2002 made $783.7 mn, which exceeds the net growth in 2001 by 15.2%.

· FDIs to Ukraine came from 111 countries. The largest investments ($898.0 mn) were made by non-residents from the USA (16.8% of total FDI), $602.6 mn came from Cyprus (11.3%), $510.5 mn from the United Kingdom (9.6%), $398.8 mn from the Netherlands (7.5%), $337.0 mn from Virgin Islands of the UK (6.3%), $322.6 mn from Russian Federation (6.0%), $312.1 mn from Germany (5.8%), $272.7 mn from Switzerland (5.1%), $210.9 mn from Austria (3.9%). These countries made 72.3% in total FDIs to Ukraine. 
· Like in the previous periods the majority of FDIs were attracted to wholesale trade and trade-related mediation (16.0% of total FDIs), production of foodstuff and processing of agricultural products (16.0%), machine building (8.8%), financial services (8.1%), and transportation (7.2%).

Social Development 

· As of January 1, 2003 population of Ukraine was estimated to be 48,003.5 thousand. 
· In 2002, the real disposable income, which can be used for purchases of consumer goods and services, increased by 21.2% compared with 2001. 
· In 2002 the cash income per capita constituted Hr 340.0.

· The nominal average salary in 2002 constituted Hr 376.38. The real average salary went up 18.2% against the level of 2001. In December 2002 the nominal average salary was Hr 442.91, which by 17.0% exceeded the level of December 2001.

· The salary arrears decreased in November 2002 by 6.5% or by Hr 160.9 mn (by 43.7% in 2001), and made Hr2,323.4 mn as of January 1, 2003. Since the year beginning salary arrears decreased by 2.7% or by Hr 65.6 mn. 
· In respect to the types of property, 33.3% of the salary arrears were concentrated in the state-owned enterprises, 5.8% in communal enterprises, 60.9% in other types of enterprises, including 28.6% that came from public joint-stock companies and 12.9% that came from limited liability companies respectively. 
· As of January 1, 2003 26.7% from the total number of full time employees in industrial production did not receive salary in a timely manner.

· The arrears in payments of social maintenance provided by the Law of Ukraine “On the state support to families with children” increased from Hr 15.2 mn as of 01.01.2002 up to Hr 174.0 mn as of 01.01.03 (that is 11.4 times). The amount of arrears decreased in December 2002 by 13.9% or by Hr 28.0 mn. 
· The number of registered unemployment in 2002 increased by 2.6% and came by January 1, 2003 to 1,034.2 thousand persons. 
· As of January 1, 2003 registered unemployment was 3.8% from the labor force of the working age. In rural areas registered unemployment was 6.5% and 2.9% in urban areas respectively. 
· The highest level of registered unemployment was seen In Rivnenska Oblast and Ternopilska Oblast (6.9%), which is twice as high as the average unemployment rate in the country. The lowest unemployment rate remained in Kyiv (0.5%).
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Total, mn
UAH
% to GDP

1996
81519
-10.0
73321.1
 -5.1
39.7
-3964.1
-4.9

1997
93365
-3.0
75060.8
 -0.3
10.1
-6200.7
-6.6

1998
102593
-1.9
82888.7
 -1.0
20.0
-2279.8
-2.2

1999
130442
-0.2
107536.8
  4.0
19.2
-1944.5
-1.5

2000
170070
5.9
160754.8
13.2
25.8
969.3
0.6

2001
204190
9.2
184275.9
14.2
6.1
-593.4
-0.3

2002
220556
4.6
171206.7
   7.0
-0.6
1726,9
 0.8










Jan-01
13616
9.1
12234.4
21.5
1.5
1404.3
10.3

Feb-01
27336
7.6
24372.4
17.2
2.1
1819.2
6.7

Mar-01
40480
8.2
37473.1
17.8
2.7
1324.0
3.3

Apr-01
58584
8.5
50187.9
18.7
4.3
1492.9
2.5

May-01
74688
9.0
63197.6
19.1
4.7
1623.6
2.2

Jun-01
87060
9.9
75952.0
18.8
5.3
1360.0
1.6

Jul-01
111225
10.5
89081.4
18.0
3.5
1676.6
1.5

Aug-01
132613
10.8
102097.2
17.1
3.3
1407.5
1.1

Sep-01
147491
10.5
114794.6
16.7
3.7
1379.7
0.9

Oct-01
170427
9.1
129079.5
16.2
3.9
1616.2
0.9

Nov-01
188548
9.0
142620.2
15.4
4.5
982.4
0.5

Dec-01
204190
9.2
184275.9
14.2
6.1
-593.4
-0.3










Jan-02
14128
3.2
12154.2
5,1
1.0
1381.7
9.8

Feb-02
27540
3.6
24320.5
6,3
-0.4
1516.6
5.5

Mar-02
43699
4.1
37699.1
5,9
-1.1
660.6
1.5

Apr-02
58544
4.1
51085.0
6,2
0.3
564.2
1.0

May-02
75624
3.8
64319.7
5,5
0.0
1626.6
2.2

Jun-02
93592
4.4
78069.0
5,9
-1.8
1366.6
1.5

Jul-02
112818
4.4
92309.0
6,2
-3.3
1851.7
1.6

Aug-02
136292
4.2
106847.9
6,1
-3.5
2409.7
1.8

Sep-02
157673
4.3
121922.5
6,2
-3.3
2722.6
1.7

Oct-02
174036
4.1
138395.6
6,0
-2.6
3284.9
1.9

Nov-02
192659
4.1
154705.4
6,3
-1.9
3828.4
2.0

Dec-02
220556
4.6
171206.7
   7.0
-0.6
1726,9
 0.8

Source: State Statistics Committee of Ukraine

* - from 2000 – by types of economic activity
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4882
339
182.95

17344
94.9
788.7
125.84
1996

7058
424
186.17

18933
100.2
987.6
143.13
1997

8625
351
244.95

19317
93.4
1081.0
153.49
1998

11988
2236
413.04
439.33
22151
92.9
1239.6
177.52
1999

16780
2952
544.02
502.88
28757
108.1
1755.7
230.13
2000

23055
2886
537.21
481.36
34417
114.0
2247.5
311.62
2001

30807
3844
…
…
…
…
3389.0
376.38
2002











15951

543.31
510.40
2286.3
111.0
124.9
253.39
Jan-01

16318

542.96
500.31
4560.1
107.3
149.4
263.66
Feb-01

16742
826
542.14
493.90
7324.2
109.7
166.1
281.03
Mar-01

17834

541.82
483.24
9984.4
110.0
173.4
288.93
Apr-01

17571

541.37
475.35
12703.2
111.8
166.2
302.96
May-01

18998
1750
540.12
460.89
15461.0
110.9
183.2
317.81
Jun-01

19219

537.11
461.71
18476.1
111.6
189.6
327.31
Jul-01

20520

534.67
480.67
21499.4
111.6
204.1
329.33
Aug-01

20434
2365
533.90
486.85
24533.4
111.8
188.0
326.34
Sep-01

21850

531.03
480.86
27725.7
111.9
208.4
335.75
Oct-01

22139

528.73
470.26
30696.1
112.4
204.3
334.44
Nov-01

23055
2886
529.43
481.36
34050.2
112.6
249.8
378.45
Dec-01











23428

531.26
469.65
2630.9
118.1
180.7
320.76
Jan-02

23854

532.10
463.00
5259.3
118.7
201.3
328.70
Feb-02

25076
952
532.23
465.98
8206.6
116.8
228.3
354.81
Mar-02

25976

532.74
471.23
11328.3
118.0
253.8
355.78
Apr-02

25761

532.79
486.54
14467.6
118.1
241.3
358.88
May-02

26227
1716
532.93
507.90
17520.0
116.1
249.9
377.41
Jun-02

28279

532.88
529.01
20958.3
115.9
364.9
398.10
Jul-02

28938

532.91
521.11
24432.1
115.5
342.2
390.07
Aug-02

29158
2650
532.95
522.94
27833.2
114.8
333.7
391.14
Sep-02

29077

532.96
522.80
31595.4
114.9
325.3
397.49
Oct-02

29467

533.04
533.79
35077.0
114.7
312.2
395.70
Nov-02

30807
3844
533.16
542.47
39192.4
114.8
340.0
442.91
Dec-02

Source: State Statistics Committee of Ukraine
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