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EKOHOMIYHI HACJIJIKHN BINHU NJ1 YKPAIHH,
€BPOIIA TA TJIOBAJIBHOI'O CBITY

ANNOTATION

This article analyzes the economic consequences of Russia’s
military aggression for directly fighting Ukraine, as well as Europe
and the global world. Based on the analysis of statistical reports of
international agencies, it was determined that the most significant
challenges for the economic life of the countries were the increase
in prices, especially for food and energy products, the slowdown in
GDP growth, and the increase in the level of indebtedness of the
countries. Countries with a low level of income and a high share of
food costs in the family budget suffer the most from the increase in
food prices. Also inflation dynamics for EU countries was analyzed.
It was noted that Ukraine suffered the most from military actions,
and therefore the country needs a clear and detailed plan of ac-
tions for post-war reconstruction. The main requirements for recov-
ery programs are outlined: urgency, coordination between donor
countries and Ukraine, regularity of financial assistance during and
after the war, financial accountability and transparency.

Key words: GDP decline, consumer price index, food and
energy prices, Ukraine’s reconstruction programs, economic
resilience.

AHOTALIA

[HocnimkeHHs npuceadeHe npobnemi eKOHOMIYHWMX Hacniakis
noBHoMacLTabHoi Pociricekoi arpecii ans €sponu, cBiTy Ta 6e3-
nocepenHbO BOOYOI YkpaiHW. Ha OCHOBI JaHvX, npencTaBneHnx
Yy LUOPIYHMX My6nikaLisx MiKHApOAHUX areHTCTB, BU3HAYeHi OCHO-
Bi BUKIIMKW AN eKOHOMiKV rmoGanbHOro CBITY: 3pOCTaHHS LiiH, cro-
BiflbHEHHS 3pocTaHHs BBI kpaiH, ninsuLLeHHs piBHS 3aboproBaHoCTi
KpaiH. 3BepHEHO yBary, Lo NporHo3un ceitoBoro 6aHky Ta MB® cxo-
[OATbCA HAa TOMY, LLO piBeHb iHdNAUIT Yy 2022 poui Aocsr CBOro Niky Ta
y MavbyTHbOMY Mae TeHaeHLjto 40 nadiHHs. Onsa €sponu Bilicbko-
BUI KOHEPIKT NPU3BIB TaKOX A0 MirpaLlii 3Ha4HOI KinbKOCTi rpomMagsH
YKpaiHu, HeobXigHOCTI 40AaTKOBOro (hiHaHCyBaHHSA BUTpaT Ha 060-
poHy Ta Des3neky, NPUNUHEHHs TopriBenbHUX 3B'A3KiB i3 Pocieto Ta
Binopyccto. BusHadeHo, Lo cepen yCix perioHiB CBiTy came y €Bponi
npotsarom 2022 poky HanbinbLue 3pic iHAEKC CNOXMBYKX LiH — Ha 15%
y NopiBHsAHHI i3 2021 pokoM. Y JochiJKeHi BU3HA4YEHO, L0 3pOCTaH-
HS CMOXMBYMX LiH Ha MPOAYKTU Xap4yBaHHA Ta eHeproHocii y 2022
poui gocarno makcumymy 3a nepiog 3 2015 p. HanbinbLue 3pocTan-
HS LiH Ha eHeproHocii y €C Byno AoCsArHyTo B Nepiod 3 ceprHs no
XOBTEHb, KONW KpaiHW €BPONM HakonuvyBanu Manueo Y CXOBULLAX
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KnacnuHuii npuBaTHMIA yHiBEpCuTEeT

Ans ManbyTHbOro onantoBarnbHoro ceaoHy. Ocobnuey yBary y crat-
Ti NPMCBAYEHO PO3rnsidy EKOHOMIYHUX HACMIAKIB BIICBKOBUX Ajid Ans
YKpaiHv. BusHaveHi OCHOBHI 3arpo3u Ta HawbinbLui CcTaTTi eKOHOMIY-
HWX BTpaT: iHNALIA Ha KiHeLb POKy OYiKyeTbCs Ha piBHI 30%, piyHe
nagiHus BB Ha piBHi 35%. Po3rnsHyTo cuTyaliio B arpocekTopi Ta
Ha eHepreTMYHOMY PUHKY KpaiHW. 3a3HayeHo, LLO Y MICSHHOMY BUMIpI
ekcropT arpo npoaykuii y 2022 p. nepeBumB nokasnukn 2021 p. 3a-
3HaYeHo, Lo 6e3 NOBHOLHHO (hyHKLiOHYH4OrO GisHEC-CEKTOpY Kpai-
Ha 3apa3 noTpebye perynspHoi chiHaHCOBOI AonomMoru 3 Boky KpaiH-
[OHOPIB Ta MbKHAPOAHMX iIHCTUTYLIN. AKLEHTOBaHO yBary, Lo npoLec
NiCNSIBOEHHOI PEKOHCTPYKLii BUMarae AOKMafHOro MraHyBaHHA Ta
BignoBigHoro cpiHaHcyBaHHS. BusHaveHi 0CHOBI BUMOrM [0 mporpam
PEKOHCTPYKLIT Ta BIOHOBMEHHSA YKpaiHW: TEPMIHOBICTb, KOOpAUHA-
uis MiX kpaiHamu-goHopamu Ta YKpaiHoW, perynsipHicTb HagaHHs
KOLUTIB i3 poHAY BiQHOBMEHHS Ta CTabinNbHICTL NOMOBHEHHS (hOHAY,
(pbiHaHCOBa NiA3BITHICTb areHLjii-po3nopsaHnka oHOy BiOHOBMEHHS
YKpaiHv Ta Npo30picTb PO3MNOAiNY KOLUTIB.

KnrouoBi cnoBa: nagiHHa BBI, iHaekc cnoXueumx LiH, LiHK
Ha NpPOJOBOMbLCTBO Ta EHEPrito, NporpaMu BiAHOBMEHHS YKpaiHw,
€KOHOMIYHa CTINKICTb.

Formulation of the problem. Russia’s military
aggression against Ukraine has caused, in addi-
tion to the humanitarian catastrophe, a number of
negative phenomena in the economic sphere, such
as: a drop in production and the level of GDP,
rising prices, migration of Ukrainian citizens and
loss of labor potential, security challenges and
increased costs for defense and weapons produc-
tion, the need for financing post-war recovery of
Ukraine. The ongoing war in Ukraine has dimmed
prospects of a post-pandemic economic recovery
for emerging and developing economies in the Eu-
rope and Central Asia region. All these questions
require a thorough analysis and the formation of
an optimal strategy for their solution.

Ukraine’s economy is now projected to con-
tract by 35% this year although economic activi-
ty is reduced by the destruction of productive ca-
pacity, damage to agricultural land, and reduced
labor supply as more than 14 million people are
estimated to have been displaced [7, p. 1]. The
level of debt for countries worldwide, especially
developing countries, raised dramatically in 2022.
These challenges increase the urgency of consid-
ering the issues of the economic consequences of
the war between Russia and Ukraine for the re-
gion and the whole world.

Analysis of recent research and publications.
Many modern economists, practicing economists,
and experts consider the economic consequences of
the war in Ukraine and offer their own forecasts.
Among such authors can be distinguished. Gorod-
nichenko Yu., Sologoub I., Weder di Mauro B.,
Repko M. International agencies and governmen-
tal organizations such as International Monetary
Fund, World Bank, European Council, Center for
Economic Policy Research (CEPR) reflect their
own results of the economic consequences of war
on a regular basis. In addition, well-known agen-
cies participate in the creation of programs for
the post-war reconstruction of Ukraine: World
Bank, CEPR, IMF, Ukraine Recovery Conference
(URC), Ukrainian National Recovery Council.
However, changes in the theater of military oper-
ations, changes in economic life are happening so

quickly that any forecasts and programs for the
post-war reconstruction of Ukraine require con-
stant revision, which prompted this study.

Formulation of the purposes of the article.
The purpose of the article is to analyze the prob-
lems of economic development of Ukraine, Europe
and global world in the context of Russian inva-
sion to Ukraine.

The main research material. The full-scale in-
vasion of Ukraine by Russia has resulted in new
challenges not only for Ukraine and country-ag-
gressor but also for the whole region and global
world, the main among them are:

— global GDP growth has declined sharply
since the beginning of 2022 and is expected to
remain below the average of the 2010s [8, p. 3—4];

— global inflation has risen sharply especially
for energy and food prices due to reduction of Rus-
sia’s supply of energy resources to European coun-
tries and his attempts to blocking Ukraine’s agro-
export through the Black Sea [5, p. 1-2; 8, p. 3]

— more than 14 mln of Ukrainians are estimat-
ed to have been displaced. This wave of refuges is
much more than Syrian war wave [7, p. 1].

To the purpose of our investigation these nega-
tive issues need to be investigated in details.

The ongoing war in Ukraine has dimmed pros-
pects of a post-pandemic economic recovery for
emerging and developing economies in the Europe
and Central Asia region [7, p. 1]. In World Bank last
global outlook it is predicted a period of pronounced
weakness for "three major engines of growth” — the
USA, European Union and China with adverse spill-
overs for emerging market and developing econo-
mies (EMDESs), many of which are already strug-
gling with weakening domestic conditions [8, p. 3]
(Figure 1). The share of countries for which the
World Bank adjusted its forecasts for 2023 regard-
ing GDP growth downwards is 49% [8, p. 5].

Russia’s invasion of Ukraine has resulted in
further increases in near-term inflation expecta-
tions because Russia and Ukraine are major ex-
porters of many commodities: fuels, metals. food,
wood, chemicals. The war-driven supply shortag-
es and shipping disruptions have added to price
increases in commodity markets, on top of the
sharp price rises since mid-2020, and to global in-
flationary pressures [8, p. 9]. Also International
Monetary Fund (IMF) made a GDP growth rate
and inflation rate projections for advanced and
emerging economics (Figure 2) [5, p. 3—4, 8-10].

The forecasts of the World Bank and the IMF
coincide in that of inflation has risen particularly
rapidly in poorer countries, partially due to the
greater share of food in consumer spending. Rela-
tive to previous projections of both institutions —
World Bank and IMF, global inflation is assumed
to remain higher for longer period.

Although inflation is a worldwide problem, af-
fecting most countries all over the world, it has the
most severe impact on lower-income groups in de-
veloping economies, where up to half of household
consumption expenditure is on food (Figure 3) [5].
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Source: constructed by authors on the base of IMF data [5]
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Figure 4. CPI in European Union for 2015—2022 (January 2015 = 100)
Source: constructed by authors on the base of Eurostat [3]

As shown at figure 3b, the most radical growth
of CPI due to IMF data is observed in Europe.
Dynamics of consumer price index in European
Union for 2015—-2022 is represented at Figure 4.

If we evaluate the dynamics of the consumer
price index by the months of 2022, then the largest
increase in energy prices was achieved in the period
from August to October, when European countries
accumulated fuel (namely, natural gas) in storage
facilities for the heating season of 2022-2023.

As about fuel prices, Russian invasion into
Ukraine caused oil process to grow up. Russia is
the world’s third largest oil producer behind the
United States and Saudi Arabia and the world’s
largest exporter of oil to global markets and the
second largest crude oil exporter behind Saudi
Arabia. In December 2021, it exported 7.8 mb/d,
of which crude and condensate accounted for
5 mb/d, or 64% . About 60% of Russia’s oil ex-
ports go to OECD Europe, and 20% go to China.

In November 2021, OECD Europe imported a
total of 4.5 mb/d of oil from Russia (34% of its
total imports), of which 3.1 mb/d was crude oil
and feedstocks and 1.3 mb/d oil products [4].

In December 2022, the European Council de-
cided to set an oil price cap for crude oil and
petroleum oils from Russia at USD 60 per barrel
level. The price cap on Russian oil will limit her
resources to finance war and weapons production
and stabilize the oil market [2].

Despite such problems for the European and
world economy, the main negative consequenc-
es of military actions were borne by Ukraine.
Ukraine’s economy (real GDP) is now projected to
reduce by 35% this year although economic activ-
ity is scarred by the destruction of productive ca-
pacity, damage to agricultural land, and reduced
labor supply as more than 14 million people are
estimated to have been displaced [7, p. 1].

Annual inflation in November was 26.5% com-
pared to 26.6% in October. By the end of the year
inflation in Ukraine will be about 30% [1]. For
a country at war, this level of inflation is quite
moderate. For comparison, in neighboring Moldo-
va the annual price growth will exceed 30%, in
Hungary — 37% in Turkey — 270% [3].

Industrial production in Ukraine from March
till December 2022 fell by 70% . Metal exports fell

30,

25,

kb Ay

wh

2022-03 2022-04 2022-05 2022-06 2022-07 2022-08 2022-09 2022-10 2022-11

European Union - 27 B Estonia O Poland O Cermany ‘

Figure 5. CPI in selected EU countries for March-November 2022
Source: constructed by authors on the base of Eurostat [3]

Bunyck 1(33) 2023



MprasoBCbKUM €KOHOMIYHMIM BICHUK

by 62%, iron ore exports by 54% [1]. In agro-sec-
tor since July 2022 Ukraine has exported 20 mil-
lion tons of grain crops, including 14 million tons
exports through sea ports (as part of the «Grain
Initiative»). In monthly terms, exports even is
greater than 2021 monthly volumes. The harvest
of the main crops is currently 64 million tons (for
comparison, last year was a record 106 million
tons). But the prospects for the next harvests are
still unclear [1].

The total international budget aid to Ukraine
in 2022 amounted to 27 bln USD. The main do-
nor countries are the USA, EU, Germany, Cana-
da, Great Britain. Their contribution makes up a
third of the expenses of the Ukrainian consolidat-
ed budget-2022 as of the beginning of November.
At the same time, the total need for financing
has exceeded 45 billion dollars since February.
the USA, and the lack of funds from internation-
al partners was covered by monetary financing of
the NBU and internal borrowings [1].

In the period from February to September 2022,
Ukraine lost about $4 billion in assets every week.
This amount does not take into account the au-
tumn bombings and the destruction of about 30%
of the energy infrastructure and power grids [1].
According to recent World Bank estimates, recov-
ery and reconstruction needs across social, pro-
ductive, and infrastructure sectors total at least
$349 billion, which is more than 1,5 times the
size of Ukraine’s pre-war economy in 2021 [7].
This means that the sooner the Ukrainian army
wins, the smaller the amount of funding needed
for post-war reconstruction will be.

M. Repko put attention on the urgency of im-
mediate recovery. There is also the important
question of the sources of financing for post-war
recovery. Private sector funding will therefore
be crucial to avoid overstretching public sector
funding capacities [6].

Without systematic financial assistance, in
2023 Ukraine will face fueling of inflation, com-
plications of reconstruction and weakening of sta-
bility. However, even current financial assistance
to Ukraine is often provided and provided with a
delay. This could be avoided with the necessary
level of donor coordination. Such coordination
could be ensured by the format of the «financial
Ramstein» (by analogy with the meetings of the
«Ramstein» format for military needs) — a plat-
form for regular meetings and agreements at the
highest level between Ukraine, the G7 countries
and international financial organizations.

Conclusions. Thus, authors analyzed econom-
ic consequences of Russian invasion into Ukraine
for region and global economy. The main chal-
lenges worldwide were defined as GDP growth
slowdown and rising process, especially for fuel
and food. Low-income countries, for whose pop-
ulation food costs make up the largest part of
the family budget, are in the most dangerous po-
sition. But advanced countries also suffer from
inflation, growth of cost of living. EU-members

had to the end of 2022 the highest CPI level from
2008. However, the largest economic losses are
borne by the country where military operations
are taking place — Ukraine.

To overcome the consequences of the war and
restore economic and social life in the country
of Ukraine, a detailed action plan with trans-
parent and clear terms of financing, implemen-
tation of individual stages and monitoring will
be needed. Obtaining the status of a candidate
country for the EU will help in this: reforming
the legislative framework in accordance with
the requirements of the EU will create condi-
tions for increasing trust between Ukraine and
donor countries. Accountability is also a re-
quirement for Ukraine recovery process — not
only for the efficient use of funds, but also for
the creation of favorable public opinion in do-
nor countries, their confidence that the funds
are used rationally.
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