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Main Results 1

The worsening of all production indicators and
sometimes shutdowns in March and April 2022
due to russian military aggression is observed.

Business expectations regarding production
and employment in the short term are
unprecedentedly optimistic

Hight level of uncertainty
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Main Results 2

Rising prices, lack of fuel, and difficulties with the
transportation of raw materials on the territory of
Ukraine are significant challenges for businesses.

The main problem for exporters is the inability to
export products due to changes in traditional
export routes.

The main risks for the recovery economy are the
uncertainty of the environment and economic

policy.
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Impediments to Business During the War

Rising prices for raw materials/goods

Lack of fuel

Difficulties with transportation of raw materials/goods
through the territory of Ukraine

Decrease in demand for products/services
Lack of personnel due to conscription and/or migration
Lack of working capital

It is dangerous to work

Prohibition of import of raw materials/semi-finished
products /goods

Interruptions of electricity, water or heat supply
Damage to property/goods as a result of hostilities

There were no problems
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* Rising prices for

raw materials
and goods and
lack of fuel top
the ranking of
problems for
businesses during
the war (50%+)

Difficulties with
transportation in
Ukraine and lack
of demand come
3rdand 4t in this
ranking
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Ukrainian businesses had suffered significantly from the war

The impact of war on enterprises’ work (capacity e Ukrainian businesses had
utilization), % of respondents suffered significantly from the

war.
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* One in three companies surveyed
reported a reduction in
production more than twice
compared to the pre-war period

26

e 10% of respondents ceased their
operations.
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Enterprises reduced production and employment

Apr 22 vs Mar 22, % of enterprises * Negative trends have been going on for at least
two months, with the situation worsening in April
118 than in March.

i * The share of those enterprises where production

yment decreased in April compared to March 2022 is
more than six times higher than those where
production increased (70.5% and 11.8%,
respectively).

uction

The percentage is less than those who reported a
decrease in production. At the same time, only
1.9% of respondents reported an increase in

578 employment.

205 * Enterprises are more conservative in their behavior
in reducing work compared to the reduction of
W Decrease M Increase production.
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Production and Employment

Production indexes

Employment index
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Business Climate and Business Activity

* Business Activity index is -0.36. 47.4%
0,20 of respondents rated the current
financial situation at the enterprise as
bad. Expectations for the next six
months are positive, although there
is a high level of uncertainty.
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0,00
0,01

-0,10

0,20 e Business Climate index is very low (-

0.54), which means dominance of
negative evaluations over positive.
60.7% of respondents rate the
current business environment as bad.
Forecasts for the next six months are
more optimistic.
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UNCERTAINTY OF THE ENVIRONMENT

' The survey results show that in addition to falling
Accounts receivable  — s production, another critical indicator of the impact

A of the war on the economic situation in Ukraine is
ccounts payable [NNNEGEGEEEN 25,6 )
uncertainty.

Stocks of finished goods 27 * About half of the respondents could not predict

Stocks of raw materials NI 214 changes in the financial and economic situation
(45.0%) and the overall economic situation in the
Workers on forced leave [N 21,1 country (47.7%).
Export N 194 * The respondents who could not forecast the next
1-2 months to change the primary production and
New orders NG 193 financial indicators vary depending on the

indicator, from 14.7% (number of employees) to

AN 17, [
Sales 17,4 27.8% (receivables).

Production 16,5 e There is also a high level of uncertainty regarding
Number of workers N 147 debts and inventories of finished products.
0 5 10 15 20 25 30
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UNCERTAINTY OF THE ENVIRONMENT BY SIZE OF
ENTERPRISES

e Level of uncertainty in terms of the overall economic situation differs little for enterprises of different
sizes.

e Among micro and small enterprises, the share of those who could not give a forecast for six months
is accordingly, 56.3% and 59.3%, among large enterprises such 50.7%.

e Uncertainty about the financial and economic situation at the enterprise largely depends on the size
of the enterprise. Among micro-enterprises, 56.2% could not predict a change in this indicator for
six months, among small - 58.2%, among medium - 48.0%, and among large - 42.9%
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Accounts payable indexes
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Impediments to Export

» The main problems for

Inability to meed demand in foreign markets NGl 4% . .
Y & exporters are the inability to

Lines at the Western border of Ukraine NNl meet demand in foreign
markets, which arose due to
Lack of demand for enterprise's goods/services |GGG 23% blocking or changes in
. traditional export routes,

Impossibility to export by sea I 27% : . .
primarily blocking of

Lack or railway wagons/trucks/drivers NG 25% seaports.

Complex customs formalities NI 7 It . has caused prOb.Iems .On
railways and roads, including
Other INNNEGNGNGENN 6% gueues at Ukraine's western

borders and a shortage of rail

Reorientation from CIS markets GGG 2% .
cars, trucks, and drivers.

Corruption at Ukraine's customs | 5%
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War impact on exports by business size

Businesses that stopped exporting on 02.24.2022

and not resumed yet, by business size (% of e The war has harmed the
respondents) exporting SMEs more than
100% large exporting companies

e Large companies are less likely
65% to stop exports than SMEs

51% * Large companies are more
0 likely to decrease number of
33% exports markets than stop

. exporting

e Large companies face worse
Small Medium Large businesses lose their markets
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Main expectations from government policy

Expected Policy Steps

tax and customs benefits

affordable loans

simplification of legislation and customs procedures

state procurement

investment into reconstruction

information and consulting

Also: end of the war, victory, de-occupation

e Businesses most often name
lower taxes and affordable
loans as desired economic/
regulatory policy steps

e Other important expectations:
deregulation and trade
facilitation

* End of the war, victory of
Ukraine, and de-occupation of
regions is a recurrent theme,
although outside the scope of
this question
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Monthly Survey of enterprises. Methodology

The need for comprehensive information on the economic situation is important for economic policy at the time war. For rapid collection of information
on the current state of the economy at the enterprise level, IER conduct sa monthly survey of enterprises with using the Business Tendency Survey

example. Methodology designed to assess the situation from the "base level" - the judgments and expectations of major economic agents - entrepreneurs
and enterprise directors.

The monthly survey consists of two parts - regular and special. Respondents will regularly answer questions about changes in key production indicators
and short-term forecasts for future changes in the same indicators. We are talking about the dynamics of the production, sales, exports, debts, new
orders, employment, etc. Estimates and expectations about changes in the business climate and financial and economic situation at the enterprise in the
future for six months will also be the focus of our attention. Special part of the Monthly survey of enterprises allows to get information on specific topics.
In particular, in the first issue of Special part is devoted to the impact of war on activities enterprises and problems of exporting enterprises.

This survey will use a panel sample: we plan to survey the same subjects business activities. Building such a sample takes time. Our goal is to receive
monthly responses from 500 companies. In the first month, 327 companies were interviewed. Among them are 266 industrial enterprises located in 19 of
the 27 regions of Ukraine, including Vinnytsia, Volyn, Dnipropetrovsk, Zakarpattia, Zaporizhia, lvano-Frankivsk, Kyiv, Kirovohrad, Lviv, Odessa, Poltava,
Rivne, Sumy, Ternopil, Khmelnytsky, Cherkasy, Chernivtsi and Chernihiv regions and the city of Kiev.

The field phase of the survey lasted from April 28 to May 7, 2022. Enterprises compared the situation according to the results of April 2022 with March
2022 or (where this was specifically stated) with the pre-war time (period until February 24, 2022). Respondents gave forecasts for the next 1-2 months of
work enterprises.
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THANK YOU FOR YOUR ATTENTION!

The NRES issue #1 (in Ukrainian) is in
http://www.ier.com.ua/ua/institute/news?pid=6919

The NRES issue #1 (in English ) is coming soon
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CONTACTS

website: www.ier.com.ua

e-mail: zhovtenko @ier.kyiv.ua
kuziakiv@ier.kyiv.ua
Facebook: https://www.facebook.com/IER.Kyiv/
Twitter (in English only): https://twitter.com/IER _Kyiv

Project "Support of the Civil Society Initiative
"For Fair and Transparent Customs"
implemented by the Institute for Economic Research and Policy Consulting
with financial support
European Union, IF "Renaissance" and Atlas Network
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