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Foreword

Dear Readers,

Germany and Ukraine share a long-standing economic
partnership, with Germany being one of Ukraine's most
important trading partners.

Ukraine and its economy have shown surprising resilience
in the face of Russia’s aggression. German companies have
therefore largely retained their production in Ukraine.

But where do we go from here?

As Europe’s largest country by land mass, endowed with
fertile land, well-educated and innovative people and
mineral resources, Ukraine offers interesting opportunities
for foreign companies.

Are companies ready to seize the opportunities?

With our German-Ukrainian Business Outlook 2024, KPMG
in Germany and AHK Ukraine are measuring the company
sentiment with regard to Ukraine.

While the ongoing war remains a key challenge for many of
the investors, the majority of companies see opportunities
for themselves in Ukraine and are already investing locally
now or plan to establish a presence in the country in the
future.

Many German investors are seeking to enhance their
presence and leverage the strategic benefits offered by
Ukraine, such as its close proximity to the German market
and access to a sizable and highly skilled labor force.

Additionally, investors have a keen interest in areas such as
sustainable energy, scarce natural resources, metallurgical
processing, mechanical engineering, the food sector, and
information technology, all areas in which Ukraine
possesses significant potential.

Nevertheless, investors continue to face tremendous
challenges. There are still considerable risks due to the
ongoing war and the associated threat to the safety of
employees in Ukraine. Additionally, German investors
encounter challenges from corruption and labor shortages.

According to our survey, an improvement in political and
economic stability, together with the availability of public
funds and guarantees, would lead to greater investment in
Ukraine by German enterprises. German corporations
anticipate a positive trajectory in the economic situation of
Ukraine, foreseeing Ukraine's increasing significance as a
future long-term partner for Germany.

To gain a deeper understanding of the Ukrainian market,
German investors need access to local business networks
like the AHK Ukraine and crucial market information,
including industry, market, and competition analyses, as
well as company profiles. This information is vital for
identifying prospective acquisitions or joint ventures.

A significant hindrance for German investors in Ukraine is
the lack of adequate coordination among government and
private entities.

We hope that our Business Outlook provides your company
with valuable insights into business in Ukraine. We would
like to thank the German companies that participated in this
survey for the German-Ukrainian Business Outlook 2024.

Nicolai Kiskalt

Reiner Perau
Managing Director,
AHK Ukraine

Partner, Head of Country Practice
Central and Eastern Europe,
KPMG in Germany
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Executive Summary (1/2)

Investment plans
despite ongoing war

43% of the respondents intend to increase their
investments in Ukraine in the next 12 months, 50%
intend to leave their current investments unchanged
and only 8% intend to reduce their investments.

Increase investments
Leave investments 490/
unchanged o

Decrease 0
investments . 8 A’

Source: KPMG and AHK Ukraine, 2024

Key factors for doing business:
Stable political and economic
environment as well as
availability of funds

Political stability is the most important factor for
almost two thirds of companies (61%). An improved
business environment (51%) and funds from
international (financial) institutions (28%) are also
seen as crucial.

More stable 0,
political conditions
environment ©

Funding from international
(financial) institutions

28%

Multiple responses possible

Main business enablers:
Access to business networks
andmarketinsights as well as
safe and easy travel options

Key factors for businesses entering Ukraine are access
to business networks and Ukrainian companies
(59%), access to market information (54%) as well as
secure and easy travel options (37%).

Access to business networks
and Ukrainian companies
Access to market information 0
More and improved business )
travel to Ukraine

Multiple responses possible
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Executive Summary (2/2)

Opportunitiesin Ukraine

Access to the Ukrainian market is the top business
opportunity for nearly half of the companies surveyed
(48%), followed by the availability of a skilled
workforce (39%). More than a third (36%) view
investments in “Rebuild Ukraine” initiatives —
already during the war — as a key opportunity.

Access to the )
Ukrainian market 48 A’

Availability of skilled 0,

Investments from other
countries into reconstruction 6]+
programs to rebuild Ukraine

Multiple responses possible

Source: KPMG and AHK Ukraine, 2024

4R (hallengesinUkraine

The ongoing war remains the biggest obstacle to
operating in Ukraine for 53% of the companies
surveyed. 38% also emphasize the safety and
security of employees. Corruption is also seen as a
major obstacle to business activities by almost one in
three companies (31%).

Safety and security 0

Corruption [ /78

Multiple responses possible

Limited use or knowledge of
available funding programs

To date, only 10% of companies have already made use
of EU and/or German funding programs. 26% plan to do
so in the future, 35% consider the available funding
programs to be unsuitable for their companies and 20%
have never heard of them. These results indicate the
need to increase the effectiveness of EU and German
funding programs for business in Ukraine.

35%

26%
20%

10% 9%

Yes, my No, No, No, N/A
company but my the funding | haven't
has already ~ company programs heard
made use plans to are not an anything
of the make use option formy  about the
funding. of the company. funding

funding in programs

the future. yet.

German-Ukrainian Business Outlook 2024

4



Contents

Surveyresults

01 Business development and outlook
02 Business supporting factors
03 Challenges and opportunities

04 Profile of the companies surveyed

Macroeconomic overview
Aboutus

10

13

17

20

32




t!.
NNMAI

A

A

[y
-
-

& s M

-




Business expectations improve over time

* The survey results paint a picture of a Ukrainian
business environment encompassing a mix of cautious
optimism and lingering challenges.

Figure 1: Assessment of current and future business situation in Ukraine

* The assessment of the current business situation in
Ukraine shows a near even split: 24% describe it as
good, 51% as medium and 24% as poor.

* Looking to the next 12 months, companies are cautiously
optimistic. While nearly half of respondents (49%) still
expect the business situation to remain unchanged, a
similarly large proportion of the companies surveyed
(42%) expect an improvement. This indicates cautious

® Good = Medium m Poor optimism regarding future improvement, despite the

current challenges. Only one in ten companies (10%)

anticipates a further deterioration.

Assessment of
current business situation in Ukraine

Expectation of business situation
in Ukraine over the next 12 months

H Improve # Remain unchanged u Deteriorate

Source: KPMG and AHK Ukraine, 2024, (n=103/n=105)

© 2024 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG global organization

of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved German-Ukrainian Business Outlook 2024 7




Increase inheadcount anticipated

Figure 2: Current number of employees in Ukraine

1-25 employees
26-100 employees
101-250 employees
251-500 employees
>500 employees

N/A

Source: KPMG and AHK Ukraine, 2024, (n=105/n=104)

* The companies surveyed are also cautiously optimistic
about future growth in their workforce.

» The majority of respondents (59%) report having a
workforce of less than 100 employees in Ukraine.
However, almost one in five of the companies surveyed
(18%) already employs more than 100 people locally in
Ukraine.

» A significant portion of respondents (42%) expect to
increase their employee headcount in Ukraine over the

Figure 2: Expectation of company’s number of
employees in Ukraine over the next 12 months

Increase

Remain
unchanged

Decrease

Source: KPMG and AHK Ukraine, 2024, (n=105/n=104)

next 12 months, as they also anticipate an improvement
in their business situation (see previous page). Half of
the companies surveyed (50%) expect their employee
numbers to remain unchanged. A small number of
respondents (8%) anticipate a decrease in their
workforce.

If funding becomes available and a more stable and safer
political and economic environment emerges, businesses
may feel more confident about expanding their
operations in Ukraine.

© 2024 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG global organization
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved

In the course of the rebuilding efforts following the war,
companies may want to capitalize on these opportunities
and therefore expand their workforce to meet increasing
demands for goods and services.

Please note that this survey was conducted before the
new Mobilization Act came into force on 18 May 2024 in
Ukraine; this aims to conscript a significant number of
Ukrainian soldiers into the army. This may lead to an
adjustment in employment planning by the companies
surveyed.

German-Ukrainian Business Outlook 2024 8



Investments planned despite ongoing war

* 43% of respondents expect their investment activity in
Ukraine to increase over the next year. However, the
largest group of respondents (49%) anticipates that
investment levels will remain unchanged. A small iz ., - iy 5 PR
number of respondents (8%) expect their investments Vi } ) o —
in Ukraine to decrease over the next 12 months. ——

Figure 4: Investment plans in Ukraine over the next 12 months

+ ltis noteworthy that the companies surveyed
predominantly intend to increase their investments in Py
Ukraine despite the uncertainties surrounding the
further course of the war. The reasons for this lie in
the considerable opportunities that are seen in
Ukraine. Please refer to our comments in section 03
“Challenges and opportunities”.

» Repairing key parts of the infrastructure during the
war and the reconstruction of the country will require
enormous investment. This will open up opportunities
also for German companies, specifically in the
construction, infrastructure, energy and environmental
sectors.

(= =)

Increase Remain unchanged Decrease

Source: KPMG and AHK Ukraine, 2024, (n=103)
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Political and economic stability as well as availability of funds are key

factors for doing business

Figure 5: Top 3 most important factors for supporting business in Ukraine

More stable political conditions

Improved business environment

Funding from international (financial)
institutions

Source: KPMG and AHK Ukraine, 2024; (n=103); multiple responses possible

Political stability is the most important factor for
businesses operating in Ukraine, with 61% of
respondents ranking it as one of the three most important
factors. It goes without saying that the ongoing war is
creating considerable uncertainty.

Second to political stability, an improvement in the
business environment is another key factor, with 51% of
respondents highlighting its importance. In this context,
please also refer to the survey results in section 03
“Challenges and opportunities” regarding the main
business challenges facing surveyed companies.

Funding from international (financial) institutions was
cited as another important factor by almost a third of all
respondents (28%). This underlines the need for
sufficient finance, particularly in view of the uncertain
environment in which companies operate. Please refer to
pages 28 and 29 for information on available funding
programs.

German-Ukrainian Business Outlook 2024 11



Access tobusiness networks and insights as well as safe and easy travel
.. dre key enablers for doing business in Ukraine

Figure 6: Top 3 most important enablers supporting business entry to Ukraine

The survey results indicate that building strong
connections and gaining market knowledge are the top
priorities for businesses considering entering the
Ukrainian market.

The most important enabler for businesses entering the
Ukrainian market is access to business networks and
Ukrainian companies (59%). This allows companies to
assess the risks they are taking in a country still at war,

09%

0d%

31%

Source: KPMG and AHK Ukraine, 2024, (n=94); multiple responses possible

to navigate the uncertainties and complexities of the
market landscape and identify potential partners.

Access to market information (54%) is another crucial
enabler. Having reliable information about the Ukrainian
market, such as consumer trends, competitor analysis,
and industry regulations, is vital for businesses to make
informed decisions about entering the market.

Access to business networks and
Ukrainian companies

Access to market information
about Ukraine

More and improved business travel
to Ukraine

As business needs develop locally, i.e. face-to-face
contact, safe and easy business travel to and from
Ukraine is crucial for more than a third of respondents
(37%).

German-Ukrainian Business Outlook 2024 12
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Opportunitiesin Ukraine

* Nearly half of the respondents (48%) consider access
to the Ukrainian market the most important
opportunity.

» A skilled labor force is cited as another significant
opportunity by 39% of the companies surveyed.

» More than a third of respondents (36%) also view
investments into reconstruction programs to rebuild
Ukraine as a key opportunity. Companies are already
anticipating strong demand for reconstruction
measures during the war, but even more so after the
war ends. Reconstruction creates opportunities for
many industries, particularly construction,
infrastructure development and related sectors.

* A high degree of digitalization (28%) is seen as
another opportunity. Ukraine possesses a well-
developed digital infrastructure, a well-developed and
strong IT industry as well as a pool of highly qualified
IT specialists.

* Overall, these results suggest a multifaceted
business landscape in Ukraine. The opportunities
encompass a combination of traditional market
access considerations, a skilled workforce, and the
unique opportunities presented by reconstruction
efforts.

Figure 7: Main business opportunities in Ukraine

&

Access to the Ukrainian Availability of skilled Investments from High degree of
market labor force other countries into digitalization
reconstruction programs
to rebuild Ukraine

Source: KPMG and AHK Ukraine, 2024, (n=100); multiple responses possible

German-Ukrainian Business Outlook 2024
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Challengesin Ukraine

Figure 8: Main business obstacles in Ukraine

03%

Source: KPMG and AHK Ukraine, 2024, (n=100); multiple responses possible

The ongoing war in Ukraine is still the most significant
obstacle for more than half of the companies surveyed
(53%), as it poses a direct threat to business operations,
employee safety, and overall stability.

Concerns about the safety and security of employees are
prevalent for 38%, reflecting the risks associated with
operating in an active war zone.

War risks

Safety and security of employees

Corruption

Labor force shortages

Corruption is perceived as a significant impediment to
doing business for almost every third company (31%),
with its associated risks for fair competition, increasing
costs, and delays to projects.

While a skilled workforce is seen as an opportunity, labor
shortages pose a challenge for businesses seeking to
expand or operate efficiently. Labor shortages are
specifically caused by the ongoing need to recruit

soldiers to defend the country. Almost a quarter of
companies (24%) see this as a challenge.

The results paint a picture of a business environment
where opportunities coexist with substantial challenges.
Businesses need to carefully assess and mitigate these
risks while also capitalizing on the potential for growth
and reconstruction.

German-Ukrainian Business Outlook 2024 15



Limited use or knowledge of available funding programs

Figure 9: Use of funding programs provided by the EU and/or Germany

35%

26%

20%

10%

Yes, my company No,but my company No, the funding programs No, | haven't

has already made use plans tommake use of are not an option heard anything about
of the funding. the funding in the future. for my company. the funding programs yet.

Source: KPMG and AHK Ukraine, 2024, (n=100)

9%

N/A

Support programs from Germany and the EU may play
an important role in helping companies to invest in
Ukraine, as they can make investments more attractive
and predictable in an environment subject to
considerable risks.

So far, however, only a small portion of respondents
(10%) have already made use of funding programs. In
addition, around a quarter of the companies surveyed
(26%) has not yet made use but plans to use funds in the
future.

A concerningly high number of respondents (20%) have
not heard about the funding programs at all. To change
this there is a need for better communication and
outreach efforts to ensure businesses are aware of the
available financial support options.

The largest group of respondents (35%) considers the
funding programs are not applicable for their company.
This could be due to factors such as the types of
business eligible, the size of grants offered, or the
specific project requirements.

These results suggest a need to increase the
effectiveness of EU and German funding programs for
business in Ukraine. Improved outreach and
communication, an evaluation of the existing programs
and potential adjustments as well as offering tailored
support could lead to improved support for business
activities in Ukraine.

German-Ukrainian Business Outlook 2024 16






Methodology and profile of surveyed companies (1/2)

For this survey, KPMG in Germany and the AHK Ukraine interviewed German companies with existing activities in Ukraine or potential activities in Ukraine in the future. A total of 142
companies participated. The survey was conducted between 23 April and 12 May 2024. The questions focused on the economic outlook of the companies and the challenges they face in terms
of doing business in Ukraine.

Figure 11: Breakdown by sector of the companies
surveyed

Figure 10: Duration of operations in Ukraine

Professional Services

Industrial Manufacturing

Trade/Retail
Information Technology
Financial Services
Agriculture
mLess than 5 years
m Between 5 and 15 years
= More than 15 Y Other
m My company is not yet operating in Ukraine.
Source: KPMG and AHK Ukraine, 2024, (n=130) Source: KPMG and AHK Ukraine, 2024, (n=142)
© 2024 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG global organization German-Ukrainian Business Outlook 2024 18
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Methodology and profile of surveyed
companies (2/2)

Figure 12: Current and planned business activities of the companies surveyed

Distribution and trading

Professional services

Manufacturing goods for Ukrainian market
Manufacturing goods in Ukraine for third markets .

Financial services

Research & Development

Using Ukraine as a back-office/shared service
center for the group

u Current operations ~ mOperations intended in the future

Source: KPMG and AHK Ukraine, 2024, (n=110/n=109), multiple responses possible

© 2024 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG global organization
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved

Currently and in the future, almost half of the companies
(45% now and 42% in the future) plan to use Ukraine as
a distribution and trading location.

But companies are also interested in providing
professional services (27% now and 33% in the future)
and making use of Ukraine as a production location for
the Ukrainian market (19% now and 23% in the future)
as well as for third markets (17% now and 19% in the
future).

While only five percent of businesses currently use the
country as a back office or shared service center, 14%
plan to do so in the future.

Overall, the results show that the respondents plan to
expand and diversify their business activities in Ukraine
in the future.

German-Ukrainian Business Outlook 2024 19







About Ukraine

Capital
Currency

Exchange rate
EUR/UAH, 1 July 2024

Interest rate, July 2024

GDP in current prices 2023
GDP per capita 2023
Country risk premium, Jan. 2024

Source: National Bank of Ukraine, 2024, State Statistics Service of Ukraine, 2024; OECD, 2024; UNDP, 2024, IMF, 2024

13.5%

165.3 EUR billion
4.9 EUR thousand
17.55%

Population (in million)

— A
41.0 ’_ml

2021 2022 2023

Urbanization rate
2023

o +11 p.p.

Language knowledge
2022 (% of population)

Basic level Professional level

Unemployment rate (in %)

21.1% 18.2%

Russian invasion in Ukraine:
24 Feb. 2022

2021 2022 2023

Ranking Human
Development Index 2022

m out of 193
countries

Higher education
2020 (% of population)

Women

The economic, demographic, investment, and business
development of Ukraine has been affected by the
annexation of Crimea in 2014 and the full-scale Russian
invasion in 2022. Nevertheless, Ukraine demonstrates a
strong resilience to the risks and challenges, maintaining
its attractiveness for investments.

Against the backdrop of martial law, mobilization,
migration and casualties from missile attacks, the
population of Ukraine has decreased by roughly

8 million people over the past two years. However,
the International Monetary Fund expects the return of
refugees and rising immigration, which may contribute to
the population rising to 36.0 million people by 2028.

Ukraine’s ranking in the Human Development Index of
the UNDP declined by 14 places in 2022 compared to
the previous year, although it remains a country with a
high level of human development with an index value
of 0.734.

Ukraine’s population shows a remarkable propensity for
higher education with almost 80% of school graduates
entering higher education institutions as of 2021. In
addition, the average share of higher education in the
25-34 age group in Ukraine exceeds 50%, compared
with nearly 40% for OECD member states in 2021.

German-Ukrainian Business Outlook 2024 21



Despite recent volatility due to war, Ukraine's economy s forecasted to
grow

« Ukraine’s economy has experienced significant
weakness and volatility in recent years, primarily
due to political instability, pervasive corruption, and
ongoing wars since 2014 and 2022.

Figure 13: Real GDP growth of Ukraine (annual percentage change)

* In 2014 and 2015, the economy contracted sharply Annexation of Crimea by Russia Russianinvasionin Ukraine
as a result of the war in Donbas and the annexation
of Crimea by Russia. While Ukraine’s economy 18 Mar. 2014 24 Feb. 2022
recovered from 2016, the onset of the war with 10,0 1 : : 65
Russia in 2022 led to a renewed decline in w 5,5 : 5,0 ’
economic output, and contraction of 29.1% in 2022. 504 3.4 I 3,2
* 1n 2023, a loose fiscal policy bolstered domestic 0.2 i
consumer and investment demand, significantly e ' ' 1
contributing to a 5.0% Real GDP growth. Apart from :
that, the Ukrainian government has announced a 5,0 1 i
comprehensive series of reforms aimed at i
strengthening the economy. These initiatives focus on -10,0 1 i
combating corruption, improving the tax climate, and i
promoting investment. In addition, international -15,0 | H
donors have pledged billions in financial aid to !
support Ukraine's reconstruction and economic -20,0 A I
stabilization efforts. i
+ As Ukraine holds substantial potential for robust 25,0 1 i
economic growth in the coming years, post-war
reconstruction efforts and the successful -30,0 1 ey -
implementation of reforms could catalyze a significant ’ §
economic upturn. -35,0 - )
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024* 2025* &

Source: IMF, 2024
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wartime downturns

——— P

» Since 2010, Ukraine’s foreign trade has been shaped
by economic growth, political upheaval, COVID-19
pandemic, and efforts to reorient its economy towards
the EU and global markets.

+ Since the conflict began in 2014, Ukraine has
redirected its foreign trade towards the EU and
global markets. In 2013, the main destinations for
Ukrainian exports were Russia and Turkey, whereas
in 2023, they were Poland and Romania. For imports,
Russia and China were top sources in 2013, but by
2023, China and Poland had taken the lead.

* Full-scale invasion in 2022 reshaped foreign trade
significantly, causing trade in goods to align with
the ongoing conflict. Specifically, in 2021, nuclear
reactors and boilers were the second-largest import
category, while iron and steel held the position as the
second largest export category. By 2023, these
categories no longer ranked within the top three.

» The ongoing hostilities in 2024 suggest limited trade
growth for Ukraine. Imports are expected to remain
stable, while exports may moderately expand by up to
9%, according to state projections. The Black Sea
corridor, launched in August 2023 and enabling
exports of agricultural and metallurgical products, as
well as iron ore, may greatly contribute to increasing
foreign sales.

Ukraine’s foreign trade demonstrates resilience following significant

Figure 15: International trade of Ukraine (in EUR billion)

80,0 -
75,0
70,0 A
65,0 1
60,0 1
55,0 -
50,0 f
45,0
40,0

Russian invasionin Ukraine

24 Feb. 2022

Annexation of Crimea by Russia

18 Mar. 2014

65.9

61.6

58.8

33.5

1
35,0 ! i
30,0 ~ H 33.8 32.8 !
25,0 . . . . . . . . . . . . .
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Largest export categories of Ukraine in 2023
(in EUR billion, 2023 vs. 2021)

—@— Export —@— Import

Largest import categories of Ukraine in 2023
(in EUR billion, 2023 vs. 2021)

Cereals 7.7 (-32,7%) 0 Mineral fuels and oils 9.6 (-27.7%)
Animal vegetable or microbial 5.2 (-19.7%) 9 Vehicles other than railway 6.4 (-1.4%)
fats and oils or tramway

Oil seeds 2.6 +15.8% e Electrical machinery 5.5 (-4.0%)

Source: ITC TradeMap
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German exports to Ukraine are highly volatile - German imports from Ukraine
did grow gradually

* German-Ukrainian foreign trade has been volatile

since 2010, fluctuating markedly over the years. Figure 16: Foreign trade Germany-Ukraine (in EUR billion)

*  While exports from Germany to Ukraine increased
until 2012, the annexation of Crimea and the war in

Donbas in 2014 led to a 33.3% decline compared to Annexation of Grimea hy Russia Russianinvasionin Ukraine
2013. Although export activity has gradually

recovered over time, it did not return to pre-crisis 8,0 1 18 Mar. 2014 24 Feb. 2022

levels until 2021. The COVID-19 pandemic in 2020 : :

and the war in 2022 led to a renewed decline in 7.0
exports in 2022. The strong recovery in exports in
2023 was stimulated by increased demand for
humanitarian goods and military equipment, caused
by the war. According to the German government,
Germany exported to Ukraine approx. EUR 4.4 billion 5,0 -
worth of armaments to Ukraine in 2023.

6,0 -

« Since 2013, German imports from Ukraine have 4,0 1
doubled and, apart from two small declines in 2020
and 2023, have risen continuously. 3.0 1

* The future of German-Ukrainian trade relies on
factors like the war's progression and Ukraine's 2,0 -
economic development. Progress with Ukraine's EU
integration can boost trade by aligning standards,
while international support for the reconstruction of
Ukraine will also affect demand for German exports.
Navigating such uncertainties requires a multifaceted 0,0
approach for a strong trade relationship.

1,0 4

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

—e— German exports to Ukraine —o— German imports from Ukraine

Source: Federal Statistical Office of Germany, 2024
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|ﬂVBSt:ﬂBﬂt climate is complicated by militaryrisks, butlocationretains
dpped

* Over the past decade, the amount of FDI into Ukraine
has suffered from geopolitical instability in 2014 and
2022, as well as the COVID-19 crisis in 2020.

Figure 17: Foreign Direct Investment (FDI) in Ukraine, net inflows (in EUR million)

However, the favorable trade location, significant 11,000.0 1 Annexatmn Uf c"mea I]V RUSSIa RUSSIan InvaSIOI] n Ukrame
natural and mineral resources, and highly-qualified 18 Mar. 2014 24 Feb. 2022
staff continue to drive Ukraine’s investment appeal. 9,000.0 - i
1
+ Since Russia’s invasion of Ukraine, the National Bank H m
of Ukraine has introduced currency restrictions; 7,000.0 1 6.538.5 H 6.189,1 |
together with the high investment risk, this has 48992 51775 H 5. 375 3 H +643%
caused a decline in FDI. In 2023, FDI recovered, 5,000.0 - ' 4.006.8 '
although remaining only half of the 2021 mark. 33877 | 3,6 3.299.1 — ! 3.927.,6
» Rising recovery and reconstruction needs (almost 3,0000 1 i i
EUR 460 billion by the end of 2023) and government i le M
tax incentives for investment projects provide foreign 1,000.0 1 13086 v 15289
investors with a wide range of opportunities in T T T T T —
Ukraine. Moreover, financial institutions worldwide -1,000.0 - '298 3 -31,5
offer investment insurance for military risks: e.g. 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Ukrainian Export Credit Agency since November
2023 and Multilateral Investment Guarantee Agency . . L. .
since September 2022. Top 3 sectors in 2022 by FDI value, net inflows Top 3 countries in 2022 by FDI value, net inflows
* Global companies investing in plant construction in EUR million EUR million
UI_<r_a|ne during the war mclude. Bayer A(_3_ (EUR _60 Banking & insurance 1,024.6 Q Switzerland 343.8
million), Nestle SA (EUR 30 million), Philip Morris
International (EUR 30 million). <& Trade 645.9 % United Kingdom 253.4
A
‘0 1T & communication 541.8 w Luxembourg 249.2

Source: Official website of National Bank of Ukraine, 2024; Ukrainelnvest GUIDE, 03/2024
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German companies continue toinvest in Ukraine despite challenges
presented by the war

——— P

* The annexation of Crimea in 2014 led to a withdrawal

of German investment from Ukraine. Figure 18: Transaction values for direct investment — German net investment in Ukraine (in EUR million)

» German companies again withdrew their investments
from Ukraine in 2020 in the wake of the pandemic

e el octctp ao el e g o armt Gl Annexation of Crimea by Russia Russianinvasionin Ukraine
in demand. 1.500,0 1 18 Mar. 2014 24 Feb. 2022

* However, German net capital investments in Ukraine
recovered fast in 2021.

* Russia's invasion of Ukraine in 2022 did not cause
German companies to withdraw their investments.
Quite the opposite — transaction values reached
record levels in 2022 and 2023.

1.000,0 1

+ German companies show a continuous interest in the
Ukrainian market. Many companies are evaluating
whether they can participate in the reconstruction
process and take advantage of the associated
opportunities. 64,77

500,0 1

6,27
* As aresult of the war and the destruction of housing 0,0 . . T . —

and infrastructure, huge reconstruction investments

are required. The construction industry and the

manufacture of building materials therefore offer

particular opportunities. The reconstruction of

healthcare and energy supply infrastructure also -500,0 -
opens up opportunities for investors.

-63,28
-153,97

-284,28

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Deutsche Bundesbank, 2024
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Arange of funds frominternational institutions is already available for

Ukraine's reconstruction (1/2)

Name of funding program Amount of available funds, EUR million | Type of funding Funding institution

European Commission

Ukraine Facility

The SME Resilience Alliance

Ukraine Agriculture Recovery
Inclusive Support Emergency
(ARISE) Project

Better Futures Program

Ukrainian Business Development
Fund

USAID Competitive Economy
Program in Ukraine (CEP)

Source: AHK Ukraine

50,000.0

7,000.0

508.2

367.5

50.0

38.8

Financial instrument to support Ukraine’s
recovery, reconstruction and
modernization

Support for ongoing and new projects of
SMEs in Ukraine to foster the small
business ecosystem

Supporting access to finance for farms
through affordable credit, as well as for
small farms through grants

Financial guarantees to support private
investments in Ukraine’s reconstruction
efforts

Provision of interest rate subsidies to
Ukrainian businesses, enabling them to
access financing

Support to startups, small and medium-
sized enterprises (SMEs), competitive
industries on Ukrainian and international
markets

+
31 members of the SME
Resilience Alliance +
The World Bank

+
European Commission

+
Kreditanstalt fir
Wiederaufbau (KfW) +
USAID through
Chemonics N
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Arange of funds frominternational institutions is already available for
Ukraine's reconstruction (1/2)

Name of funding program Amount of available funds, EUR million | Type of funding Funding institution

European Commission

Financial Inclusion Recovery
Programme for Ukraine

EU for Ukraine Fund (EU4U Fund)

EU4Business

State Program ‘eRobota’

BRAVE 1

Individual financial assistance to
support microbusiness initiatives

Source: AHK Ukraine

30.0

250

1.0

Grant amount up to EUR 190.9 thousand
(upper limit depends on the business field)

Grant amount up to EUR 47.7 thousand

Average amount of financing assistance
at EUR 2.4 thousand

Investment grants via the European
Bank for Reconstruction and
Development to increase access to
finance and boost production capacity of
SMEs in Ukraine

Facilitate deployment of both public and
private sector projects for the
reconstruction of critical municipal
infrastructure and improves access to
finance for entrepreneurs

Financing for 100 Ukrainian micro, small,
and medium-sized enterprises with
export capabilities and innovation
potential. Each company may receive up
to 10.0 thousand

Grants for businesses, processing
enterprises, gardening etc. The upper
limit of funding depends on the business
field

Support for defense tech developments
and technologies

Financial assistance for microbusiness

European Investment

Bank (EIB)

European Union, German
Development Cooperation

(GIZ)

The Government of

Ukraine

Support cluster ‘Defense

Tech’

Mercy Corps
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War risk Insurance may improve the investment climate in Ukraine

Insurance institution Sponsored by Insurance terms and conditions

MIGA Ministry of The Multilateral Investment Guarantee Agency (MIGA) of the World Bank has issued
Economic Affairs, its first investment guarantees to private investors in Ukraine. The guarantees for the
IFI/DFI funds and M10 Industrial Park project in Lviv amount to up to 9.1 USD million.
international donors

Investment German The German government will cover the conversion and transfer risks of interest

guarantees from the government payments on investment loans. These are long-term loans that German companies

German government often use — in addition to traditional equity participation — to finance their Ukrainian
subsidiaries.

Processing fee based on the maximum amount of the investment guarantee (sum of
capital and income cover):

* up to 5 EUR million: free of charge
» over 5 EUR million: 0.05% (up to a maximum of 10.0 EUR million)

Export Credit Agency  Ukrainian A recent innovation in the ECA’s activities to encourage investment lending during

in Ukraine (ECA) government wartime has been to provide insurance and reinsurance for investments by
international and Ukrainian companies, including against military and political risks
(caused by armed aggression, hostilities or terrorism). An insurance contract can
cover one or multiple war and/or political risks. The ECA determines the insurance
tariff for each individual contract according to its tariff policies.

Export Credit Agency  German The German government has commissioned Euler Hermes to manage the export
in Germany, ensured government credit guarantee scheme. The maximum country limit for Ukraine is 250 EUR million
by Euler Hermes and a limit of 10 EUR million applies to individual transactions. A strict risk

assessment is carried out on a case-by-case basis based on the audited IFRS
documents. In cases of doubt, bank collateral or government guarantees are
required.

Source: AHK Ukraine
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EU countries lead support for UKraine interms of aid
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» Since the beginning of the full-scale Russian invasion of
Ukraine in 2022, significant financial contributions
have been made globally to support Ukraine, encom-
passing humanitarian, financial, and military aid. As of EU members

Figure 21: Total bilateral aid: Government commitment (in EUR billion), as of 30 April 2024

e 151.60
30 April 2024, the total bilateral aid from the eight largest and institutions
contributing economies amounted to 288.5 EUR billion. United States
» According to the Kiel Institute for the World Economy
(IfW Kiel), EU countries and institutions, including the EU UK
Investment Bank, the European Commission, and the
European Council, have pledged a total of 151.6 EUR Japan
billion in aid to Ukraine as of 30 April 2024. This signi-
ficant commitment places the EU at the forefront of Norway
global support efforts for Ukraine, demonstrating a
strong unified response from European nations and South Korea
institutions.
Switzerland
* The United States follows with support amounting to
98.7 EUR billion, which is equivalent to roughly two Australia
thirds of the EU's contribution, with the majority of this
contribution is allocated to military support. The United 0 10 20 30 40 50 60 70 80 90 100 110 120 130 140 150 160
Kingdom has also pledged significant aid, amounting to B Humanitarian I Financial I Military
16.4 EUR billion. Source: Ukraine Support Tracker, IfW Kiel Institute for the World Economy, 04/2024
© 2024 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG global organization
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Within the EU, Germany is providing the most
support for Ukraine in the form of humanitarian,
financial and military aid, amounting to 15.2% of total
EU bilateral aid

The Netherlands, the second-largest supporter
within the EU, contributes approximately one half
of the aid provided by Germany. Behind the
Netherlands, countries such as Denmark, France,
and Poland also provide significant support

As of April 30, 2024, German aid for Ukraine amounted
to 23.1 EUR billion, positioning Germany as the
second-largest contributor globally in terms of
bilateral aid. The majority of German support is
allocated to military aid, totaling 18.6 EUR billion,

while humanitarian and financial aid amount to

3.1 EUR billion and 1.4 EUR billion, respectively

The German government is actively supporting

the sustainable reconstruction of Ukraine through
several initiatives, including the national
"Reconstruction Ukraine Platform,"” which aims to
enhance the networking of non-state actors for
reconstruction efforts. Additionally, Germany is involved
in the international G7-Ukraine platform to coordinate
reconstruction donor efforts

Germany remains Ukraine’s largest supporter among EU countries

Figure 22: Total bilateral aid by EU: Government
commitments (in EUR billion), as of 30 April 2024

Germany 23.06
Netherlands
Denmark
France
Poland
Sweden
Belgium
Italy

Spain

Austria

0 5 10 15 20 25
I Humanitarian [ Financial [l Military
Source: Ukraine Support Tracker, ifw Kiel Institute for the World Economy,

04/2024
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Aboutus

KPMG in Germany

KPMG is a network of independent members firms with
around 273,000 employees in 143 countries. In Germany,
KPMG is one of the leading auditing and consulting
companies and has around 14,000 employees at 27
locations. Our services include Audit, Tax, Consulting and
Deal Advisory. Legal advisory services are provided by a
legally independent firm.

KPMG in Germany has set up Country Practices for all
relevant business corridors between Germany and other
countries/regions. All Country Practices are staffed by

country experts who know the special characteristics and the

regulatory environment of these markets, regularly work in

these countries and advise German and global multinational

companies on their country/corridor-related questions on a
daily basis.

www.kpmg.com/de [%

KPMG in Ukraine

In Ukraine, KPMG has been operating in Ukraine since
1992. The firm provides Audit, Tax, Consulting and Deal
Advisory services and employs over 500 people. A client
portfolio includes a number of the large and well-known
industrial, manufacturing, and financial companies in
Ukraine. Offices are located in Kyiv and Lviv.

www.kpmg.com/ua [&

AHK Ukraine

The German-Ukrainian Chamber of Industry and Commerce
(AHK Ukraine) is part of the global network of German
Chambers of Commerce Abroad (AHK) with 140 locations in
92 countries. It was founded in Kyiv in 2016 and has been
supporting member companies in their international business
as an important platform for bilateral economic exchange
ever since.

www.ukraine.ahk.de %
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http://www.ukraine.ahk.de/
https://kpmg.com/de/en/home.html
https://kpmg.com/ua/en/home.html

Contact

KPMG in Germany

Andreas Glunz Nicolai Kiskalt

Managing Partner Partner,

International Business Head of Country Practice Central
T +49 211 475-7127 and Eastern Europe
aglunz@kpmg.com T +49 211 475-7581

nkiskalt@kpmg.com

in X X0 o

www.kpmg.de/socialmedia

KPMG in Ukraine

Andrii Tymoshenko
Director;

Head of Strategy and Operations;
Advisory

T + 380 44490-5507
atymoshenko@kpmg.ua

www.kpmg.de

AHK Ukraine

Reiner Perau

Managing Director

Ukraine

T +380 504 18-0858
reiner.perau@ukraine.ahk.de

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that
such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

© 2024 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company
limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.


https://www.linkedin.com/company/kpmg-deutschland
https://www.xing.com/companies/kpmgagwirtschaftspr%C3%BCfungsgesellschaft
https://twitter.com/KPMG_DE
https://www.facebook.com/KPMG.AG.WPG/
http://www.youtube.com/KPMGinDeutschland
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