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This paper reviews the economic situation of Euappeountries that today are
in deep external debt crisis and drew close to rfmal default, that can be
announced by the foreign creditors and investors wémn not for some reason get in
time or on demand their money (the principal amqamovided for use funds and (or)
interest on them). However, in the article the atitn of Ukraine's foreign debt is
considered, which significantly increased as a ltesdi financial management of
banks, business entities and due to governmentantlal bank policies during the
Orange epoch. The prospects for economic develapmeddkraine are outlined in
view of external debt problem after coming into pothe command of the Party of
Regions.
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balance of payments, foreign exchange reservem)dial default, toxic assets, PIGS-
countries, restrictive fiscal policy, restructurimg external debt.

Problem statement. Economic growth in the world economy that begaithim
early 2000's, was held under the deepening of itreralization of international
capital markets and significant international ficiah flows. Successive phase of
global economic growth ended in global financiasisrin 2008. External debt crisis
as a symptom of financial troubles affected thasentries, which in the process of
public consumption and providing economic developimeverestimated their
abilities in the accumulation and service of foredgbt capital. The stability of the
euro area and the EU common market as a wholenpugjuestion due to the critical
situation of the external debt of Greece, Portu§phin, Italy, Ireland, with signs of
declaration of default probability. The need faraincial assistance to these countries
by the ECB, in particular the restructuring of desb debts EU would mean
reforming their economies and a reorganizatiorheffinancial system. In the short
term this could lead to depreciation of the Eufothls were not done within the
reserve funds of the European Monetary Union (EMb®, IMF rather would help
for the governments of those countries in exchafggetheir restrictive fiscal
measures. In the medium future it will deepen enunaecession in the EU. The
welfare reduction in EU after debt restructuringd afinancial readjustment is
imminent.

Ukraine, which declared its policy on deepeningegnation into the EU
common market, faced a similar problem of serviceuemulated external debt,
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exacerbated today because of undeveloped modeustirad production and low

inclusion of its economy into European transnatigograduction and trade networks
and the lack incentives to structural changes im liasis. Import-oriented economic
policy of the government led by Yulia Timoshenk®@3, 2008-2009) and Yuriy
Yekhanurov (2005-2006), and the formation via WTnfework a favorable

environment for the inflow of financial and bankimgedit transnational capital
contributed in the past five years to the develamnoé local business, without proper
opening the country to free international capitabvement of multinational

companies into industrial production have createghss of poor condition of the

country's foreign debt.

Export-oriented policy of the government led by Mik Azarov (2010) is
designed to remedy the situation, but due to higineoit external debt, expressed in
foreign key currency, Ukraine remains vulnerablestiocks related to the problems
of the debt prolongation, low global demand for @xpproducts, including
metallurgy and industrial chemistry, violent fluations in interest and exchange
rates. Under these conditions, most likely Ukrai# have in the near future to
repay the external debt by reducing domestic demand

Analysis of recent publications. Examining the problems of external debt,
including servicing the public debt, financial détadiagnosis, its consequences and
ways of prevention (particularly in PIGS-countiedgvoted a number of works of
such leading foreign scientists, as B. Eichengré€nWyplosz, P. de Grauwe, D .
Gross, R. Cabral, P. Krugman, C.Lapavitsas, R.d%elK. Reinhart, K. Rogoff, N.
Roubini, S. Cecchetti.

Among domestic researchers who recently condudtety ®n the external debt
of Ukraine and also paid attention to analyzing g@nedicting the probability of
default of the Ukrainian economy should emphasiz&dkhnenko, V. Georgishan,
Y. Zhalilo, O. Kyrychenko, A. Mnykh, O. Soskin, Momareva, V. Shevchuk, V.
Yurchyshyn.

Unsolved aspects of the problem. In scientific literature there are no
publications on the comparative analysis of indicatof external debt of European
countries with the similar attributes of financadfault parameters of the Ukrainian
economy. Also, attention is devoted to the relatiop between external debt crises
in the EU and the loss of welfare in the overall Eldrket because of the weak
effects of EU-enlargement by new economic areadlagideconomic characteristics.
It should be noted that welfare in EU common mar&ah be achieved today
predominantly on the basis of Heckscher-Ohlin andaiian (neo-Ricardian)
comparative advantage, New economic geography amwidmng structural changes.

Object-matter of the research and main material. The study is a comparative
analysis of indicators of external debt of Europemountries which have the
characteristics of financial default with similardicators of Ukraine; detection of
recent developments of external debt and its seimidJkraine; evaluation of current
state economic policy of the Ukrainian governmerd the National Bank of Ukraine
in the context of the necessity of finding pointé apntact between ensuring
economic development and management of internadtoamatal flows.

36ipnux nayxosux npays Hayionanenoeo ynieepcumeny depoicasnoi nooamkoeoi ciyacou Yxpainu, Ne 1, 2011 709



V.l. Konchyn European countries with a diagnosifrancial default: expectancy and fear of its anncement ...

The default (country default) is a situation whewfficient state industrial,
fiscal (budgetary) and financial policy of governmth@nd monetary and exchange
rate policy of the central bank, and (or) hastestss& liabilities management of
companies, banks and (or) government of the coumlirgcted at expanding the
borrowed capital, lead to excess of the criticalaficial dependence of country
residents on external and domestic contractorslifore and investors). The financial
dependence of the country can become critically,hegpecially in disadvantaged
situation in global financial and commodity markditsthese conditions it is difficult
to cover current debt by liquid financial assetfoat domestic income and revenues
from foreign trade, and ultimately, at low natiorsalvings. Companies, banks and
(or) the government will be unable or not willing fulfill their obligations in time
and / or in full, which will lead to a breach ofedit and investment agreements and
allow the creditors to initiate debt collection peolures.

Systemic financial default on external dahtludes public default of the
government and central bank on their external a@slot default of private resident
companies and resident banks that received fotemms under an obligation to pay
the principal amount and accrued interest to eateborrowers, and also foreign
portfolio investments (primarily into corporativeorids or investments in certain
financial assets) under the obligation to pay ggeincome to foreign investors. It
should be noted that subsidiaries (branches) oftraional companies and banks
operating in the country and economically (not ®pgraphic jurisdiction) seen as
residents, can be considered as non-residentsyifgérve the process of lending and
portfolio investment by their parent companies threo subsidiaries located abroad
for the counterparts in the recipient country, tietwhen they actually act as
mediators. According to the IMF definition “Grosgernal debt, at any given time, is
the outstanding amount of those actual current, rastdcontingent, liabilities that
require payment(s) of principal and/or interestthgy debtor at some point(s) in the
future and that are owed to nonresidents by retsdefnan economy [13]. Residence
of economic subjects identified as the location théir business, as well as
domiciliation (place) of commitment appearance apdyments for these
commitments.

Sovereign debt is related to external debt of aguiBovereign debt is sovereign
bonds issued in international currency (rather uroEor US dollar) and sold by
domestic government, banks and companies to naderds abroad, i.e. money
borrowed from outside (it is equivalent of borrogzimoney from other countries or
public) to meet the country’s spending. It has ¢orépaid on the maturity and will
have to pay the interest for those borrowings. Wisgrow by size if a country can
not increase the income from taxes because of edengrowth is very slow or can
not increase revenues from international investaant trade because of low global
economic presence and competitiveness. Financi@ulieon sovereign debt is
considered by economists as a next crucial maatfest of global economic crisis
after Dot com burst in 2000 and financial crisi©2vhich bring the whole global
economy into default.

Important macroeconomic indicators, which enableettimate the risk of
occurrence and announcement of country defaultxterreal debt are: total external
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debt of the country to its nominal GDP, public ertdé debt of the country
(government and central bank external debt) tadasiinal GDP, private external
debt of the country to its nominal GDP, the negiinational investment position (l1P)
of the country to its nominal GDP, foreign exchanggerves of central bank to total
external debt of the country, total external debthe country to goods and services
exports of the country.

Financial crisis and economic recession that eedulfie entire global economy
over the years 2008-2009, was clearly shown in e characterized by weak
industrial structure dominated sectors of resoarug labor-intensive goods, bloated
public sector with significant public expenditumedaalso in countries that are rapidly
losing signs of global competitiveness, particylahe location of production and
tend to the economic periphery.

However, the impact of the crisis sustained ecoreniincluding Ireland,
Iceland, Spain, Hungary), having a high level ofmpetitiveness, knowledge-
intensive industrial sectors, strong tertiary sefanking and non-banking financial,
IT-services), but all of these economic charadieaswere acquired owing to the
international capital movement and these countn@ge become net recipients of
loans, direct and financial foreign investment anmlv face a significant negative
international investment position.

Countries that showed during global financial srisigns of debt crisis and
indicate the probability of default announcemeng¢ anostly the main Western
European countries, the so-called "PIGS” - Portugaly, Greece and Spain. Some
economists entered into this rank Ireland andkéedathe form abbreviation PIIGS.
Since the debt crisis facing Iceland, Belgium anchghry.

Actual statistics clearly indicate the fiscal irstdy of the EU common market,
the euro area in particular and also the Europeammdmic Area. According to the
Maastricht criteria of fiscal stability all publidebt (internal and external) must not
exceed 60% of GDP. It should be noted that the mponents of the European
countries over the years accumulated consideradide af GDP (Greece: in 2009 —
126,8%, 2010- 144%; Iceland: in 2009 - 107.6%, 261023,8%; Italy: in 2009-
115,2%, 2010 — 118,1%%; Belgium: in 2009 - 97,69d,®- 98,6%; Ireland: in 2010
— 94,2%; France: in 2009 — 77,5%, 2010 — 83,5%tugal: in 2009 — 76,9%, 2010 -
83,2%; Hungary: in 2009-78%, 2010 -79,6%; Germang2:1%, 2010 — 78,8%;
Great Britain - 68.1%, 2010- 76,5%; Austria: in 20069,3%, 2010 — 70,4%;) [13,
211].

Speaking of external government debt in the strectd total government debt,
we estimate, that in 2010 it was relatively large®reece - 47,05% of GDP, Iceland
— 33,37%, ltaly-29,78% , Portugal — 29, 63%. Gowents of these countries have
used for a long time fiscal incentives for imprayiwelfare by increasing domestic
and foreign public debt. Governments of Greecetugat and Spain actually created
in their society illusion of a high level of prosjig on average in Europe without
providing for such living standard structural chas@nd the required characteristics
of global economic competitiveness (see Global GCamipeness Index).
Government expenditure on public consumption anspimation of economic
development is not covered by mobilized public rexes, which depend on labor and
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capital productivity in economy. As a result, iretburo area the "welfare bubble” of
PIGS-societies occurs.

It should be noted, the debt crises in the EU aepdning, and external
obligations of countries can not be covered byrthesufficient revenues from
foreign operations. A serious problem in this relgarthe inability to use intensively
potential trade and investment benefits that cgetdthe EU countries from further
enlargement through new members. We believe thidueircurrent integration format
of EU the effects of comparative advantage in ma&onal trade continuously
diminish and transboundary competition for saled &worable investment and
production locations aggravates despite the faat ¢bmparative advantage effects
somehow still remain on the factually saturateddéthmon market.

In addition, over the last decade European countreve favorable access to
financial capital at low interest rates owing togrsficant liberalization of
international financial markets and the formatidreoro area [10]. Because of low
regulatory framework for setting budget deficit lieggs and/or for preventing
enormous external debt such economies as Greecrig8lp Spain and Iceland
reached critically high level of external indebteds (see table 1).

During the global financial crisis of 2008 intenoatal investors began to
withdraw their receivables, which substantially @oclated in form of toxic assets,
from all geographical and functional segments wheng@ossible. Requirements of
investors and lenders affected Greek borrowergicpéarly government and private
sector.

At the beginning of 2010 Greece’s current debt gdilons to international
investors were valued at 72,1 billion U.S. $. InriRR010 the Greek government,
despite its newly issued long-term bonds at higterest rates, announced the
impossibility of paying the current external antemal commitments (budget deficit
amounted to 13,6% of GDP according to Eurostat) aratle an appeal to the
European Central Bank and the IMF to pay off debts.

The consequence of these developments was thei@udpt the European
Commission with the assistance of IMF “The prografmstability and growth”,
according to which Greek government was forcedat@g strict fiscal measures - to
bring the budget deficit to 3% of GDP. Greek Ministf Finance outlined the targets
to gradually reduce the budget deficit - up 8.792010 to 5,6% in 2011, to 2,8% in
2012 and to 2% in 2013 [5]. The course of goverrtalamforms led to widespread
social protests in the spring of 2010. In ordem@mntain the stability of the euro area
and prevent the uncontrolled outflow of capitalutésg from the growing distrust of
international investors expressed to some EU-ec@®the governments of Latvia,
Lithuania, Estonia (the countries-candidates on thApid entry into European
Monetary Union), Italy, France and Portugal wereoagnthe first who began fiscal
restriction, which brought about a dissatisfactwithin European society. Despite
preventing measures, both governmental and prieagegn debt continued to grow
steadily in 2010 in Greece, Spain and Ireland.

Economists B. Eichengreen [4], P. de Grauwe [2RKinhart [12], C. Wyplosz
[16] indicated that the probability of default cagion is significant in Portugal,
Ireland and Spain. R. Cabral sees one way to sojw®blem - immediately to begin

36ipnux nayxosux npays Hayionanenoeo ynieepcumeny depoicasnoi nooamkoeoi ciyacou Yxpainu, Ne 1, 2011 712



V.l. Konchyn European countries with a diagnosifrancial default: expectancy and fear of its anncement ...

the process of restructuring the public debt inabentries of euro area which have a
critical external debt. Of course, this would lgadoan restriction because of rising
interest rates, deepening economic recession aettpd loss of lenders in the EU
common market. At the same time it would give gsemmals for credit markets and
debtor countries face in the future with higheerest rates on new loans and higher
degree of responsibility and reliability within thEuropean Community [1].
However, economists believe that at the Europeanriiesion and EU Council level

it is necessary to implement directives concernmgre tighten restrictions of
external public debt ceilings for the governmeritswo area and other EU countries.

Table 1.

I ndicators of the exter nal indebtedness of countrieswith itscritical leve,
compared with Ukrainefor the years 2008-2010

External debt ¢ Net interna- Foreign Total externa
Total | External monetary Externa tional Exchangg debt to
Countries external governme agthorlty private investment "ESEVes exports with
T debtto| ntdebttq(National Bank debt to position (IIP to total goods and
GDP, % GDP, %| of Ukraine) to, GDP, % 0 GDP. % external services. %
GDP, % ’ debt, % ’
2008
Ukraine 56,60 6,66 2,63| 47,31 -22,38 31,03 93,39
Spain 71,23 9,96 1,50| 59,77 -37,56 1,77 399,15
ltaly 50,01 22,87 0,01| 27,13 -9,92 9,10 211,60
Portugal | 135,26 No data No data| No data -46,1( 3,61 586,50
Greece 69,23 36,66 6,75| 25,83 -34,21 1,40 849,48
Ireland 423,81 14,73 11,35| 397,73 -32,81 0,09 946,59
Iceland 637,26 23,79 16,62| 596,85 -20,95 3,19 600,35
2009
Ukraine 88,01 15,17 529| 67,55 -34,25 25,66 190,58
Spain 88,32 14,94 2,07 71,30 -49,16 2,18 601,02
Italy 62,40 27,38 0,01| 35,00 -10,19 10,05 364,13
Portugal | 159,3% No data No data] No data -57,41 4,31 897,99
Greece 90,48 48,70 10,88| 30,90 -44,28 1,85 1605,62
Ireland 546,78 24,83 17,68| 504,27 -51,88 0,18 1132,07
Iceland 990,86 42,15 13,41 937,30 -14,15 3,23 1931,67
2010
Ukraine 85,92 18,29 55| 62,13 -28,32 31,25 169,44
Spain 95,7 16,5 2,82| 76,38 -50,8 1,86 612,96
ltaly 67,46 30,29 0,11| 37,06 -11,27 8,45 504,16
Portugal | 133,73 29,63 20,23| 83,87 -62,6 5,34 995,0
Greece 101,51 47,05 42,66 32,92 -55,9 1,6 900,6
Ireland 592,31 29,78 53,67| 508,86 -55,17 0,14 1792,54
Iceland 929,18 33,37 18,97| 846,84 -15,81 0,05 1576,48

Calculated by author on the data of World Bank, JMfficial sites of central banks of EEA
countries, National Bank of Ukraine, Ministry ohéince of Ukraine

Table 1 shows that the Ukrainian economy l|ooks rionaly very stable
compared with European countries with a high rigk poobability of default
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announcement. At the same time, according to CMaball Sovereign Credit Risk
Report Ukraine in the end of 2010 took a 6th plexcéhe rank of countries which
have the most risky sovereign debt positions [22].

While during the crisis period in 2009 all indicetoof external financial
dependence significantly worse for Ukraine, in 20ddme of them gradually
stabilized. It should first talk about the signéit increase in foreign exchange
reserves of the central bank, reduction of the tegaalance of international
investment position by reducing a large part opooate debt. Important role played
the stabilization of the hryvna exchange rate wh#tendency of an appreciation and
the increase in GDP and export value. At the same governmental and central
bank debt positions worse again.

Do the results mean that the quantitative improvemaf some external
financial macroeconomic indicators will improve tlyiality characteristics of
Ukrainian economy development? Let it analyze eserdebt performance of
Ukraine via economic processes that lie behind it.

During the Orange period the deindustrializationUkrainian economy was
followed by increase of dependence on commodityontspand external debt capital.
Instead of opening the economy to foreign directegtiment of large industrial
transnational companies and implementation by gowent and parliament liberal
institutional and regulatory mechanisms for impnaythe performance of Economic
Freedom Index and the Global Competitiveness Inttex,Orange authorities gave
impetus to expand activity of domestic medium an@hls businesses that mainly
consisted in the sale of imported consumer andsimnidii goods to Ukrainian society
and on this basis in development of consumer lgndtnstill low purchasing power
of the Ukrainian population. The lending procespucchase imported goods actually
carried out by domestic banks, which in turn boedwnoney for this purpose from
big transnational banks. It forced up final prié@sthe consumers and they remained
higher than if there were allowed transfer pricmgchanisms within multinational
banks in Ukraine.

Meanwhile Orange government could not create imeesitto reduce the share
of influence on the economic system of low-techgaal industries, such as mining,
metallurgy and industrial chemistry. These indastsectors are still creating the
illusion that Ukraine has to be considered as itréilscountry and the exchange of
domestic exported goods with low added value tooigal goods with high added
value explains large foreign debt. Moreover, foe thst five years, Ukraine has
strengthened the status of the resource countrg, it revealed comparative
advantages for resource products in internatiaralet only increased compared to
other tradable goods.

Global economic crisis and recession in the glab&hand exacerbated the
problems of foreign economic settlements of Ukrai@eange of the government
team in 2010 led to a radical revision of the pples of state policy. The new
government coalition initiated fiscal discipline dameduction of the disbalance in
balance of payments by force of hidden strengtliemeygulation of the import-
oriented private sector.
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Government external debt to GDP (%) decreased fi&m7% in 2009 to
14.18% in first half of 2010. The new governmenaltmn managed to get only part
of the planned loan funds from the IMF and the Wdrank. So in the credit line
"help the authorities in carrying out reforms ardgnmation of economic crisis”,
which involves the allocation of 15.15 billion U.8ollars within 29 months, the
government has already received in August 2010 1obfllion to cover the budget
deficit [19] and $ 0,89 billion to reinforce theaange reserves of National bank of
Ukraine. In this situation, debt repayment of tlmempperiods covered better than in
2009 due to increase the external government detbiei first half of 2010 compared
with 2009 at 1.5 billion dollars (up 17.8 billioo t19.36 billion U.S. dollars) and
owing to GDP growth in 2010.

From January 2011 government had to get anothebillidn dollars [20] in
exchange for pension reform, fiscal stabilizationeasures, strengthening
independence of central bank on government andsgeaent foreign exchange
framework, including removal quite a number of fgreexchange restrictions to
restore investor confidence and support inflowagdital.

The declared reforms have been postponed becaupelib€al struggle for
business interests of different business groupsdaedio resistance of the Ukrainian
society of their mechanisms. This leads to theatiitn when the government can not
take the next tranche from the IMF because it hasobligations which it can not or
does not want to bear eventually.

Prime Minister Mykola Azarov understood that it psssible to finance the
budget deficit not at the expense of the IMF loabst via issuing sovereign
eurobonds due to increasing demand of internatimvaistors for them. Though the
government eurobonds are an excellent basis foraéioin of balance of payments in
short-term period, it should to emphasize that éxiernal loan artificially maintain
the welfare of inefficient Ukrainian public sectmnd provoke in the long-term period
problems of external debt service. Moreover, irgerates on eurobonds are higher
than the rate of the IMF (7,95% compared to 3,5%ually). In order to conserve
unreasonable social standards relative to reabrfambductivity for keeping loyalty
of potential electorate and because of unwillingnisimplement actual structural
changes in the economy, the use of more expensieinstrument is well-reasoned
for Party of Regions.

Some experts say that the Ukrainian government do¢suffer because of
termination of IMF assistance. Since 2011 IMF trex are no longer going to
finance the budget deficit, coming exclusivelylie aiccounts of the NBU.

Mykola Azarov informed that on 16 February 201 1tloa fulfilment of Law of
Ukraine "On State Budget of Ukraine for 2011" Minysof Finance carried out a
bond issue of foreign government loan in 2011 @fSpbillion maturing in 10 years at
an interest rate of 7,95% per annum. Organizerh®fissue are investment banks
JPMorgan, Morgan Stanley and VTB Capital PLC.

Value of total public debt to GDP will likely growf,the Ukrainian government
still finds common ground with the IMF on fiscalabtlization. The financing of
governmental investment projects via World Bankntan view of the holding
Ukraine-2012 will increase the external debt poaiti
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Closed circle for a government coalition, represdrasically by the Party of
Regions, is a lack of non-inflationary financiahfls which shall be forwarded to
realization of declared social and economic reforimsuring economic welfare of
population. Get these funds today without substardpening of the country to
transnational capital can only be through loansntdrnational financial and credit
institutions. Instead of a liberal industrial anchahcial policy of enabling the
establishment and operating in Ukraine subsidiasfe¥NC in real sector and the
creation of conditions for free international mowsth of corporate finance and
banking capital in Ukraine through the legislaticensolidation of norms for
functioning in the country subsidiaries of transmadl banks, the government chose
unadvised alternative. It is clear that above noswetil processes would, of course,
worse the net international investment positiotukfaine, but contribute in the long-
term perspective to structural changes, greathaeaghe tax base, increase revenue
collection and reduce the pressure on the buddeitde

The government rejects such scenario and proposgbea way. For obtaining
regular loans from the IMF, which in all other thsbeing equal offers governments
to reduce the budget deficit and ensure fiscaliglise, the Ukrainian government
plans pervasive fiscal restriction, resulting iriscin public spending and a primitive
structural optimization - such as raising the estient age for women in the
framework of pension reform, higher gas pricesutlities and households by 50%
from 15 April 2011, job cuts state employees withime administrative reform,
reduction of social benefits and also expenditare®ducation and science, etc., the
strengthening of the tax burden on the populatiott small and medium business
that is not affiliated with the government. Ukranisociety is constantly forced upon
the idea that the IMF requires the government & guch a scenario to solve the
problems that there is no discussion in the puplifor other complex alternatives
that are in the arsenal of the structural recomratowis of the IMF,

Following the logic of actual government, fiscablipy restriction would
harmonize with the regime of fixed exchange ratthefnational currency. Of course,
the managed-floating exchange rate, which is predtiby the National Bank of
Ukraine, in fact in certain time periods may acquharacteristics of fixed one and
stabilize exchange market through the active foreigchange interventions, carried
out by the NBU on the open market. Scenario offisestriction with the managed-
floating rate would lead already in the short- aneldium- term to reduction of the
life standard of Ukrainian, lowering propensity ¢onsume imported goods and
services. At the same time the reduction of extgunaate debt would occur (if the
business is not affiliated with the government)scli restriction measures should
reduce the pressure of private sector on externah¢ial dependence of Ukraine.
Implanted under Orange period consumerism in Ukraiould disappear.

In the first half of 2010 external debt of NatibBank of Ukraine decreased by
355 million dollars (from 6.21 to 5.855 billion U.#"ollars), indicating that debt
repayments made on long-term obligations that cowsgted the new loan inflows.
Moreover, for a half year exchange reserves rose.By $ 4.4 billion owing to the
active foreign exchange intervention aimed at theclpase of key currencies on the
open market. So we can talk about the sufficierfcgxahange reserves in Ukraine.
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Even though NBU received in August 2010 the firahthe in the IMF credit line to
reinforce its foreign exchange reserves in the arhafi 890 million dollars, the
foreign debt of the NBU is not critical. It shoulsk noted that the Ukrainian
population and exporters are today the major soofdereign exchange reserves of
the NBU. It is actually re-orientation of foreigmahange savings for the benefit of
foreign exchange reserves of the monetary ingitutNBU seeks in the periods
defined for the repayment of country's externaligations (so, in the periods of
capital outflows from the country), to mobilize ifereign exchange reserves,
maintaining macroeconomic stability. However, thgaonty of Ukrainian population
forced today because of rising cost of living aigstant wages to sell the saved
foreign currency at artificially low exchange ratgulated by NBU, which means
reducing potential consumption of Ukrainian in fetperiods.

External debt of the private sector in 2010 dediop 67.55% (2009) to 62,13%
of GDP. This means that the private sector intelgivepaid expired in 2010 long-
term loans with the maturity data. At the same fithe volume of new long-term
credit obligations of private sector is sharplyueed, that ceteris paribus in the next
periods brings the business to downturn, reduciagceptibility to lending by
international credit money and eventually reduc@ndomestic consumption. These
processes also indicate the reduction of negagtvénternational investment position
— up -34.25% of GDP in 2009 to -28.32% of GDP i1@0

Ukraine’s gross external debt jumped 5.12 percent in the fourth quarter
2010 as the country sold eurobonds and private companies borrowed. The
external debt totaled $117.3 billion as of Jan. 1, compared with $111.6 billion
as of Oct. 1., 2010.

State foreign government debt jumped to $25 billion through the end of
December, 2010, compared with $23.6 billion at the end of the previous
quarter. Private companies’ debt rose to $50.8 billion, compared with $47.6
billion at the end of the third quarter.

Gross external debt jumped 13.5 percent in all of 2010. Of the total debt,
70.4 percent was denominated in dollars and 10.7 percent in Euros. External
debt due within the next 12 months totaled $47.3 billion.

Conclusions. Analyzing the external debt indicators for Eurapezountries
(particularly PIIGS) and Ukraine, assessing theemédrends in the formation and
service of the external debt of Ukraine, one caedigt that the probability of
financial default in Ukraine quite low. Plannedcas policy of government implies
introduction of stricter state regulation of comntpdnd financial markets in order
to reduce external financial dependence of Ukraabeye all, the dependence of the
private sector as the main source of risk thatr dfte Orange Revolution began to
reveal itself in a growing foreign private debt alad a result, total external debt.
Reducing the international investment position @ndegative balance of current
operations by curtailing imports flows of goodslilkely to continue in the next
periods and it inhibits growth of external debtwéwer, fiscal policy of government,
monetary and foreign exchange policy of NationahiBaf Ukraine may hinder the
qualitative structural changes which are necesgairintegration of Ukraine into the
EU common market. Such changes can occur, as therierce of CEE countries
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shows, under import-oriented economic policy ancénopg the country to free
international capital inflows in the industrial praction.
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Ilooano oo peoakuii 12 keimua 2011poky

Konuun B.1.

€sponeiicovKi Kpainu 3 0iacHo3om oeghoimy:. 04iKy8anHusa i cmpax iuozo

020710U1eHHA 8 YKpaini

B o2na0i exonomiunoi cumyayii kpain €eponu, AKi cb0200HI 3HAXOOSAMbCS 8

2NUOOKIL KpU3i 308HIUHBOI 3a00p208aHoCmi, iM modce Oymu 02010uieHo Oeghoam
[HO3eMHUMU KpeOumopamu ma iHeecmopamu, sIKi He MOXCYMb 3 AKUXOCb NPUYUH
ompumamu Ha ix eumozy epouti. OOHaK y cmammi 3a3Ha4acmvpCsl, Wo 308Hiwil 60pe
Vipainu 3unauno 36invuugcs 6 pezyiomami QiHAHCOB020 MeHeOlICMeHmy OaHKIg,
cyb'exmie 20cnoo0apro6anHs ma 8 363Ky 3 NOJNIMUKON Ypsady ma YeHmpaibHO2O0
OauKy we 00 Kpusu.

Knrwouoei cnoea. 306niwHill 00pe, MINCHAPOOHA I[HEECMUYIUHA NOIIMUKA,
naamixcHuti b6anamc, peszepsu IHO3eMHOI eantomu, Oeghoam, pecmpyKmypusayisi
308HIUHBO20 OOP2).

Konuun B.HU.

Egponeiickue cmpanvt ¢ Ouazno3om oegoama. 0Hcudanus u cmpax e2o

00baenenusn 6 Ykpaune

B paccmompenuu sxkonomuueckoii cumyayuu cmpan Eeponwi, Haxooswuxcs

ce200Hs 8 2YOOKOM IKOHOMUUECKOM KpU3uce 6HeuiHell 3a00#CeHOCMU, UM MOdiCem
Oblmb 00bAGNEH 0edhom UHOCMPAHHBIMU UHBECMOPAMU U KPEOUMOpaMu, KOmopbie
He MO2ym 6 CUYy HEeKOMOPbIX NPpUYUH noayuums ceou Oenveu. Ho 6 cmamuve
0003HAYEHO, YUMo GHeWHUll 00J2 YKpauHbl 3HAYUMENTbHO YEeIUdUICs BCLe0CmEUl
GuHanco6020 MeHedHcMenma OaHKO8, XO3SAUCMEEHHBIX CYObEeKmMo8 U 6 C6A3U C
ROUMUKOU NPABUMENIbCMBA U YEHMPATbHO20 OAHKA euje 00 KPU3suca.

Knioueevie cnosa. snewinuii 0012, MeNCOYHAPOOHASE UHBECTNUYUOHHA NOAUMUKA,
NIIamedicHblIl OANAHC, pe3epebl UHOCMAHHOU 8aombl, 0eqhom, pecmpyKmypuzayusi
8HewHe20 00J12d.

Konuun Baoum leoposuu — kaHaujaaT TEXHIYHMX HayK, JOLEHT Kadenpu
MDKHApOIHOT eKoHOMiKHM HairioHamsHOTO aBiamiitHOTrO YHIBEPCUTETY
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