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This National Strategy to Increase Foreign Direct Investment in Ukraine
became possible due to the support of the American People through the
United States Agency for International Development (USAID) under the
Competitive Economy Program in Ukraine.

The National Strategy to Increase Foreign Direct Investment in Ukraine
and its results do not necessarily reflect the views of the United States
Agency for International Development or the United States Government.

EY and USAID CEP owe no duty to the Recipient, whether in contract or
in tort or under statute or otherwise (including in negligence) in relation to
the Strategy, and the Recipient will not bring any actions, proceedings or
claims against EY and/or USAID CEP where such action, proceeding or
claim in any way relates to or concerns the use of, or reliance on, the
Strategy.

THE RECIPIENT AGREES THAT NEITHER EY NOR USAID CEP
SHALL HAVE ANY LIABILITY WHATSOEVER (INCLUDING, WITHOUT
LIMITATION, COMPENSATION OF LOSSES) TO THE RECIPIENT OR

United States Agency for International Development ( i USAI DO )ANY OF ITS REPRESENTATIVES, AFFILIATES, AGENTS, ETC.

Competitive Economy Program ( i C E Rhvough a contract with
Chemonics International engaged Ernst & Young LLC ( i Eof & wetd )
develop an actionable National Strategy (the A St r a ttee lpcyease
Foreign Direct Investment in Ukraine ( i Pr o jUBAIDX CEP leads the
Project and EY is the implementing partner of the Project.

The Strategy is being provided solely as a courtesy and without any
representation and warranty of any kind. If y o u @deading the Strategy
(the i Re c i pit neeans Y do agree upon the caveats and disclaimers
relating to its use set out herein, otherwise you are not intended to review
the Strategy.

In view of the nature of the work performed under the Project, use of
professional judgment and the assessment of materiality for the purpose
of procedures and the Strategy means that matters may have existed that
would have been assessed differently by a third party. EY and USAID
CEP do not warrant or represent that the information herein is sufficient or
even appropriate for purposes of the Recipient.

The Strategy cannot in any way serve as a substitute for other enquiries
and procedures that the Recipient would (or should) otherwise undertake
for the purpose of satisfying itself.

RESULTING FROMTHERE C| P | BUSHE OFSTHE STRATEGY.

In these circumstances, the Recipient shall neither rely on the Strategy,
nor draw any conclusions or make any decisions solely on the basis of the
Strategy or claim that he/she has done so. The Recipient uses the
Strategy entirely at its own risk and no responsibility is taken or accepted
by EY and/or by USAID CEP for any losses which may result therefrom.
The Recipient cannot make any claims related to the quality of the
Strategy. We disclaim all responsibility for any consequence whatsoever
should any third party rely on the Strategy.

All quantitative data provided in this and other documents constituting the
entirety of the Strategy has been sourced from data available in public
domain or directly to EY, its subcontractors and EY global network of
firms, and has not been independently verified by EY, USAID CEP and/or
any of their affiliates.

This and other documents constituting the entirety of the Strategy were
prepared as of March 15, 2021. No further amendments to quantitative
data or recommendations therein were made after that date.
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Key terms and abbreviations

ACAA

ACC

AMC

Association Agreement

CMU, Government
CPT

EBRD

ETS

EU

FIDIC

GTS

IMF

JSC

LLC

M&A
Mineconomy
NBU

NCSSM
NEXT

NIPO

Agreement on Conformity Assessment and Acceptance of
Industrial Goods with European Union

American Chamber of Commerce

Antimonopoly Committee of Ukraine

Association Agreement between the European Union and
the European Atomic Energy Community and their Member
States, of the one part, and Ukraine, of the other part, dated
21 March 2014

Cabinet of Ministers of Ukraine

corporate profit tax

European Bank for Reconstruction and Development
electronic trading system

European Union

International Federation of Consulting Engineers (fr.
F®d®r ation I nternatCorseailg| e de

gas transportation system

International Monetary Fund

joint stock company

limited liability company

mergers and acquisitions

Ministry of Economic Development, Trade and Agriculture
National Bank of Ukraine

National Commission on Securities and Stock Market
National Exchange for Capital and Commodities Trading

National Intellectual Property Office

OECD
Parliament
PPP

PSA

R&D

RMV

RO

SMEs
SOE

SPFU

StateGeoCadastre

State Register of Entities

Ukrpatent
USAID
UsT

VAT
WTO

Organization for Economic Co-operation and Development

Verkhovna Rada of Ukraine
public-private partnership
production sharing agreement
research and development
regulatory monetary value
representative office (commercial)
small and medium-sized enterprises
state-owned enterprise

State Property Fund of Ukraine

State Service of Ukraine for Geodesy, Cartography and
Cadaster

Unified State Register of Legal Entities, Private
Entrepreneurs and Public Organizations

State Institution of Intellectual Property
United States Agency for International Development
unified social tax

value added tax

World Trade Organization
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Executive Summary
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The View from Above i Executive Summary (1/4)

The world is changing T much more rapidly than anticipated, even
a year ago. The number of systemic shocks to the economy,
business, livelihood, and global way of life brought by the events of
2020 is almost unparalleled in modern history. Countries and
businesses met these shocks with varying degrees of success.
Those more robust economically and politically are adapting i those
that cared less for contingencies are suffering and losing
competitiveness.

Investment flows i especially cross-border 1 are reacting to the
shocks. Global foreign direct investment (FDI) flows were
forecasted to decrease by up to 40% in 2020, from their 2019
value of USD 1.54 trillion, accordingto UN C T A Woérkl Investment
Report 2020 published in mid-2020. Only 11% of investors
(according to the EY Attractiveness Survey completed in the first
half of 2020) have announced no change in their investment plans.
35% of planned European FDI projects were at risk of cancellation.

The previous undervalued risk of global supply chain breakdowns
caused by the pandemic led many corporates to rethink their
supply chain approaches. Nearshoring and diversification
suddenly became popular table talk, and the prior dependency of
many global supply chains on Chinese manufacturing capacities led
to the emergence of the A S e c othhdi n@rncept, whereby
corporates are considering backing up their primary Asian
production capacities with production and shared service locations
closer to their core consumer markets.

In general, enhancement of operational resilience is the prime
trend that will be ontop of e v e r y onimaef@r gears to come.

In that environment, the competitiveness of investment locations
is judged in many ways by reduction of risk rather than a
nominal increase in the associated rewards. There is now a
strong link between countries adopting investment-friendly
recovery plans and countries deemed attractive to investors.

Central and Eastern Europe are still capturing and increasing the
share and value of FDI in Europe 1 the CEE countries are doing
their best to stay competitive, offer investors the best terms of
market entry and operation, and enable investors to feel
comfortable in those uncertain times.

The region has strong potential to attract an increasing amount of
FDI. On average, over the 2009-2019 period, 22% of FDI projects
in Europe have been located in CEE. Aside from cost arbitrage,
the main advantages of CEE countries are their availability of
skills and languages as well as their working and business
environment, which enable a higher added value.

The non-EU CEE countries, however, are generally not doing so
well T and Ukraine is a prime example. Ukraine has never been a
country to prepare for contingencies i local businesses, long-
term foreign investors, and the general population are used
to exist in chronic 6 s u r wiodeaWhile that approach worked
well in the 6 h i rigkhigh r e w a scenérios, current reward
expectations do not outweigh the risk profile, and Ukraine so far
fails to establish adequate risk mitigation and compensation
measures to have an effective bid in the investor attraction game
against its direct peers. Hence, this first section of the FDI
Strategy analyzes w h a twdosg, identifies relative advantages
and shortfalls, and provides initial recommendations.
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The View from Above i Executive Summary (2/4)

In order to identify relative advantages, we ran a comprehensive
review and analysis of the macroeconomic and operational factors
directly influencing FDI decision-making by investors, pitching
Ukraine against direct peer competitors and best practice examples.

The key takeaway from that exercise is as follows: Ukraine is
inferior to the peer group on almost every factor i with the largest
problems being the rule of law, corruption, and unreliable
judiciary, weak governance, inferior Doing Business
environment, high cost of funding, administration of taxation,
and lack of macroeconomic stability.

At that, several potential advantages stand out:

3 Educated and skilled population makes the Ukrainian labor
market competitive among the selected peers. The country
scores high on years of schooling and university enrollment. At
that, labor migration from Ukraine rapidly strips Ukraine of its
talent pool.

3 In the labor market, the cost of hiring an employee is
comparatively small. Labor taxes and social contribution rates
are comparable to those in peer group; yet, continuing labor flight
will likely push those costs up in the mid-term, evaporating some
of that advantage.

3 Ukraine has a higher-than-average number of bilateral
investment treaties. Should these be fully implemented, this can
lead to significant gains in the FDI game.

3 Ukraine is steadily increasing its focus on matching the peer
group in terms of investment incentives. The Law of Ukraine on
6 i nv e sntamemmgbtbanism entered into force on 13 February
2021, partially levelling the playing field with some of the direct
competitors of Ukraine.

Many of the concerns showing through that analysis are fully
echoed by actual investors either already present in or
considering Ukraine for their business. Business surveys
conducted in parallel with preparing this Strategy have confirmed
that there is a widespread lack of trust towards Ukrainian courts,
law enforcement, and government-induced communications.
Moreover, in the i n v e sninalg, Ykdaine is generally perceived
as an abnormal operational risk country that is strongly
associated with the following set of messages:

(HSubstantial requlatory
@) pressure Lack of long-term

- financing 7
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~) Absence of governmental planning

Some of the more specific concerns voiced by the investor
community include lack of enforcement of contractual
obligations, unclear guarantees that are often not practically
enforceable in the same way as declared by the laws, lack of
efficient budget planning to ensure the performance of the
g O V e r n me commitsments, complicated competition
environment involving the historical monopolies in certain
industries.
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The View from Above i Executive Summary (3/4)

A lot of those perceptions are due to fundamental issues
permeating Uk r a i aureedt sstate of development and reforms.
These are issues that should be the primary focus of the
Go v e r n muusht férsimproving the business and investment
climate in Ukraine T but cannot be changed overnight.

Yet, investment incentives approaches may concentrate on shorter-
term improvements, both of the legislative and administrative
nature. The legislation in certain areas was updated to provide for a
more business-friendly environment and liberalization of market
rules (examples over the past few years include, among others,
new currency control and bankruptcy laws).

The key special purpose laws for FDI include several framework
laws for investment activities, PPP/concession laws, laws on
privatization, and industrial parks. Some laws were updated to be
more in line with international practices and economic realities
(PPPs, concession, privatization), the reforming of other laws is still
underway.

Specific incentives for FDI under Ukrainian law (other than those
related to the newly enacted i i n v e smit anmennyechanism) are
quite limited. The key incentives for investors include certain tax
benefits (import value-added tax deferral, value-added tax
exemption, corporate profit tax holidays for small businesses,
withholding tax exemption, accelerated depreciation) and customs
duty exemptions. The advanced framework for PPPs and
privatization coupled with strong institutional and political support is
one of the major triggers for FDI in Ukraine in recent years.

Other legislative improvements for investors include a further
approximation of Ukrainian law with EU legislation (ACAA, FIDIC

rules, etc.), simplification of administrative procedures (including
customs clearance of goods, digitalization), removal of certain state
monopolies, and enhancement of the financial services market.

The key areas of FDl-related legislative reforms are an
approximation of Ukrainian law in selected areas with EU
legislation, implementation of WTO agreements, development of
capital and organized commodity markets (including the
establishment of an integrated center for capital and commodity
markets), digitalization of administrative services, provision of tax
and customs incentives for industrial parks, and establishment of
funds.

The most recent legislative advancement for attracting large-scale
investment projects i the 6 i n v e sntameammgbbanism i is a step
in the right direction; however, on its own, it is still relatively inferior

to incentives provided by most of the peers and definitely d o e s n 6t

compensate for the fundamental shortfalls. More should be done in
the short-term to stand out from the crowd.

Considering the need to address FDI blockers within the short-/mid-
term perspective, we focused on 11 legal blockers and problem
areas for FDI across the investment life cycle. Examples include,
particularly, lack of budget mechanisms for making availability
payments under PPP projects, lengthy arbitration enforcement
procedure, inconsistent stability-of-law guarantees for investors, a
complicated procedure for obtaining land plots after privatization,
complications in merger clearance procedures (clearance
thresholds in Ukraine are substantially lower than those in EU), and
inefficient stock market.
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The View from Above i Executive Summary (4/4)

Detailed recommendations and actionable items will be outlined in
the Section 3 Action Plan. However, initial tangible, mostly industry-
agnostic recommendations resulting from our top-down analysis
include:

1) Development and adoption of respective legislative
amendments enabling the possibility of mid-/long-term budget
commitments in the PPP projects (availability payments) so that
to boost further interest in PPP projects

2) Reuvision of the basic investment guarantees, particularly the
stability of law clauses, to make sure they are properly aligned
in all key dedicated laws. These guarantees should efficiently
balance public interests and state capacities with the relevant
enablers for FDI

3) Shortening terms for considering cases on recognition and
enforcement of arbitral awards in the courts of the first instance
and appellate courts to protecti n v e srights meré effectively

4) Revision and possible reduction of the list of documents
required by banks for currency transactions to ensure clear and
predictable capital control rules for business (ideally, an
exhaustive list should be set out and the ability of banks to
require other documents not included in the list should be
restricted), setting out the measurable terms for banks to
consider the documents on currency control of the transactions

5) Revision of low merger clearance thresholds and respective
antitrust procedures to simplify market entry for foreign
investors

6) Launching a dispute resolution procedure by the High Court of
Intellectual Property to enhance the efficiency of justice and
consistency in its rulings regarding the protection of IP rights

7) Reducing the list of documents to eliminate duplication of
information that is already reflected in the state registers and
further development of a digital transformation of permit
obtaining system

8) Streamlining the procedure for formalizing rights to the land plot
during the privatization of real estate objects (shortening the
respective timeframes)

9) Development of the effective stock market to promote the
attraction of investment via new instrument

10) Combating inconsistent court practice by establishing an
obligation of the Supreme Court to analyze the practice of
commercial disputes and notify the CMU of any identified
inconsistencies between laws and regulations in order to
encourage the Government to take respective measures to
develop legislative amendments

11) Simplification of employment of foreign citizens, in particular (i)
the validity period for work permits and service cards could be
extended and (ii) the obligation to obtain the relevant permit
documents in case of large investments could be lifted

Further initial recommendations and best practices are provided in
the final part of this Section T the Road to Success. The case
studies of investment promotion approaches taken by some of the
direct peers and Ireland as the global FDI attraction best practice
example highlight wh a t b@en said at the beginning of this
Summary: investors should feel comfortable doing business in the
location they choose for their investments, or they will 6 v owitle
theirf eet 0
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FDI: Global Market Outlook and Current Trends - Introduction

Times of uncertainty brings about opportunities that require
prioritization, innovation and speed, and flexibility to rebound
successfully. The COVID crisis is definitely a shock for the global
economy and one of the main sources of uncertainty for global
investors. Global foreign direct investment (FDI) flows were
forecasted to decrease by up to 40% in 2020, from their 2019
value of USD 1.54 trillion, according to UNC T A DWosld
Investment Report 2020 published in mid-2020.

Coupled with the global economic nationalism resurgence,
ongoing trade wars, sustainability issues, and large question
marks looming over the existing global architecture of collective
security, the global state of affairs seems precarious.

This carries a profound long-term influence on the global
production landscape i reconfiguring value chains, leveraging
technology in manufacturing, meeting stricter sustainability
goals, reinforcing flexibility of global businesses. FDI decision
mechanisms are becoming much more sophisticated and
focused on the long-term 1 higher risk now weighs more than
higher reward.

Developing countries competing for i n v e sdttentios @& this
new landscape i especially those that have not built sturdy
resilience mechanisms over the 6 g o oyels 1 are worst-
affected. The assumptions thatt o d ainteénational industry and
trade structures, competitors, and perceived relative advantages
will persist through the next decade are invalid.

The world is changing, and anticipating the right investment and
trade trends i more importantly, preparing for them 7 is now
crucial to attractingi n v e sattentiors 0

EY has been talking to global investors when the COVID crisis
hit T and one of the key results discussed in our EY Europe
Attractiveness Survey is the I nv e s toasersus on the
megatrends driving their 5-year+ investment plans.

These are: 1) systemic acceleration of technology, significantly
increasing the share of remote work and usage of collaborative
technologies, automation, and digital transformation; 2) renewed
sustainability agenda, encompassing focus on decarbonization,
sustainable consumption, CSR, and other issues; and 3)
reconfiguration of supply chains: combinations of reshoring,
nearshoring and offshoring, mitigating future pandemic-styled
shocks and more.

Anticipating the above while keeping short-term trends in clear
sight and structuring the proper responses at the
country/government level is paramount to winning the
competition game within any peer group.

| nv e s tequireménts will need to be addressed first and
foremost i they start caring if they see their potential investment
destination care. Obviously, national interests T public finances,
jobs, monetary stability, and more 7 should be carefully balanced
with investor wish lists. However, FDI inflows have the uncanny
ability of generating even further inflows through both signaling
effects within the global business community and improving
healthy competition 7 which, in turn, leads to overall economic
growth.

L e ttaks a look at why and where the investors were placing
their bets since 2019.
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Executive summary

A strong impact of COVID crisis on FDI flows globally

FDI global flows remained quite flat in 2019 (grew marginally
of +3%)

Only the LATAM region observed a dynamic growth of FDI
inflows in 2019 (+10%). Other region such as the US (-3%),
APAC (-5%) or Africa (-10%) declined

COVID crisis shall hit the global FDI market significantly: a
decrease of -40% in FDI inflows is expected in 2020 and of -
5%/-10% in 2021. In 2022, the global flows of FDI shall be
similar to the one observed in 2008

Only 11% of investors have announced no changes in 2020
plans, bringing some uncertainties about the inflow of new
projects for the years to come

On average, over the 2009-2019 period, 22% of FDI
projects in Europe have been located in Central
Eastern European countries. This share is growing: 19%
in 2014, 25% in 2018,and 20% in 2019

FDI projects in Central and Eastern Europe are mostly in
manufacturing activities (54% of FDI in CEE countries
over 2009-2019) but are becoming more diverse: we
observed a 360% rise in FDI projects in shared services
centers and a 125% rise in R&D centers between 2009
and 2019 in CEE countries

Aside from cost arbitrage, the main advantages of CEE
countries are their availability of skills and languages as
well as their working and business environment, which
enable a higher added value

Despite a flat growth in FDI in Europe last year, demand for

FDI projects has been strong and increasing over the past 10

years In recent years, the number of FDI projects in the most
Since 2009, the number of FDI attracted by European successful Central and Eastern European countries
countries increased by a CAGR of +7%. It shows a stable and plateaued, mainly due to talent shortage
continuous interest in Europe from foreign investors This is mainly due to crowded and saturated labor pools:

Due to the COVID crisis, FDI in Europe stabilized in 2019 the unemployment rate in 2019 was 3.3% in Poland,
(+0.9%), and projects are in jeopardy (35% of FDI projects 3.2% in the Czech Republic, and 3.4% in Hungary

announced in 2019 have been canceled or delayed) The inflation it generates has an impact on costs, which

drives investors to go further East and South in Europe,
even outside European Union countries. For instance, the
number of FDI projects increased by 61% in Serbia
between 2016 and 2017.

Central and Eastern Europe are capturing and increasing
share and an increasing value of FDI in Europe

50% of E u r o pighé@bgants live in Central and Eastern
Europe (413 million inhabitants, including Russia, Turkey, and
Caucasian countries). CEE countries account for less than
20% of Eu r o BB (BSD 3 600 billion USD in 2019)
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Executive summary

Prospects on Europe are less negative, but it will take more
than stimulus packages to shape a full recovery

Investors are consistent on the megatrends driving a post-
COVID-19 world

Our data indicate a clear, three-fold increase in investors
who believe Europe will be a more favorable investment
destination post-COVID-19 (from 8% in April to 21% in
October). We ascertain that, after a slow start, the European
Commission is now seen as a pillar of stability in a volatile
global economy, following the approval of recovery plans

There is a strong link between countries adopting credible,
and investment-friendly recovery plans and countries
deemed attractive to investors. Germany, France, and the
UK are ranked as the three countries with the most credible
plans, and to some extent, this drives their attractiveness

While countries take different approaches to manage the
pandemic, balancing the need to save health systems
against economic recovery requirements, collective
European efforts may prove more effective than stand-alone
national strategies at winning foreign investment

New frontiers further East and further South outside of the
EU shall benefit from new FDI: 83% of investors are
expecting to increase their investments outside of the EU to
mitigate their supply chain disruption risks

Most recent studies remain in line with previous sentiments
on key initiatives: enhancing digital platforms for customer
experience improvements (63%) and sustainability and
climate change (60%) are driving attractiveness for the next
years

Cleantech (39%), Digital (35%), and Healthcare (24%)
sectors are expecting to drive E u r o mrewitsin the coming
years.

National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 14 of 216




Executive summary

Based on the results of the EY European Attractiveness Survey 2020, FDI remains vital despite the troubles associated with the COVID
crisis. Despite the uncertainties, low-cost challengers have an opportunity to catch a share of this market provided they adapt quickly to the
new reality. Profile of FDI in CEE is shifting towards increasing added-value.

Foreign Direct Investments There will be
opportunities outside of

the EU, incl. for Ukraine

will remain active the
despite COVID outbreak

To what extent have you changed your 2020
investment plans because of the COVID-19 outbreak?

Minor decreasein 2020 plans 51%

Delays plans in 2021 23%

Substantial decreasein 2020 plans 15%

No changes in 2020 plans 11%

Source: EY European Attractiveness Survey 2020

Focus on key differentiators for non-EU countries

Talent pool: war for talent is so tough in the whole Europe
that new investors are tending to look further East and
further South. This is a great opportunity for Ukraine, where
labor pool is still available to market its difference and invest
in the training of fresh graduates

Costs arbitrage: due to the increasing inflation rate in EU-
CEE countries (Poland, Czech Republic, Hungary
experiencing a double-digit inflation rate in some areas like
manufacturing or business services due to local
competition), a balanced and attractive costs arbitrage could
be positioned as a key differentiator

Grants and incentives: being outside of the EU, Ukraine
can propose a more flexible incentives scheme compared to
EU-countries who are regulated by the EU commission

Turn COVID crisis into opportunities

Since 35% of FDI projects announced in 2019 have been
canceled or delayed, there is an opportunity to catch
investors willing to invest but who still did not decide about
i nvest medng. Asstrong targeting shall be led for
these projects

Focus on key sectors that are expecting to grow in the
coming years: Cleantech, Digital, and Healthcare
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Global Trends
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1.1.1. Global Trends

Global flows of FDI will be under severe pressure in 2020 as a result of the Covid-19 pandemic

Global FDI flows, 2015-2019 (trillions of dollars) Key Insights

In 2019, global FDI flows increased marginally (+3%) to USD
1.54 trillion. The COVID-19 crisis will cause a dramatic fall
in FDI: global FDI flows are forecast to decrease by up to
40% in 2020, from their 2019 value of USD 1.54 trillion.

2.0 1

1.7

The projected fall (-5% to -10% in 2021) is significantly
worse than the one experienced in the years following the
global financial crisis. At their lowest level (USD 1.2 trillion),
then, in 2009, global FDI flows were some USD 300 billion
higher than the bottom of the 2020 forecast.

14
1.3

1.5

1.0
In 2019, inward FDI flows to developed economies rose by

5%, to USD 800 billion. It was concentrated in Europe but
mainly because of jumps in a few economies, such as
Ireland and Switzerland, after sharply negative inflows in
0.5 1 2018. FDI in the United States, the largest recipient
economy, declined by 3% to USD 246 billion.

Since 2010, flows to developing economies have been
relatively stable, hovering within a much narrower range than

0.0 ; . : : , . . '
2008 2010 2012 2014 2016 2018 2020 2022 tbhiﬂissnto developed countries, at an average of USD 675
— FDI inflows I 2020-2022 forecast for
| FDI inflows
FDI outflows

Source: UNCTAD, World Investment report 2020 National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 17 of 216




1.1.1. Global Trends

In 2019, FDI declined in Africa and Asia, remained flat in North America and grew in Latin America & the

Caribbean

FDI inflows, top 10 host
economies, 2019 (USD, billion)

United States 246  Japan
China United States
Singapore Netherlands
Netherlands China
Ireland Germany

Brazil Canada

Hong Kong Hong Kong
United Kingdom France
India Korea

Canada Singapore

Source: UNCTAD, World Investment report 2020

FDI outflows, top-10 home
economies, 2019 (USD,

billion)

125
125
117
99
77
59
39
36

33

227

In North America, FDI remained flat at USD 297 billion.
Flows to the United States decreased by 3% to USD 246
billion as cross-border M&A sales targeting the country
continued to decline for the 4th consecutive year. Outflows
from Japan (the largest investor in the world in 2019)
rose by 57% to a record USD 225 billion, mainly due to a
jump in cross-border M&As (from USD 36 billion to USD 104
billion);

In 2019, FDI flows into Asia-Pacific declined by 5% (to
USD 474 billion). The decline was driven mostly by a 13%
drop in investment in East Asia, primarily due to a fall in
investment in Hong Kong, China (the wor | detend-
largest FDI recipient), and the Republic of Korea. Outflows
from Asia declined by 19%, owing to the decline in
commodity prices, geopolitical tensions, and the decline of
outward FDI from China;

In 2019, FDI flows to Africa declined by 10% to USD 45
billion. FDI inflows to North Africa decreased by 11%. Egypt
remained the largest FDI recipient in Africa;

In 2019, FDI in Latin America and the Caribbean grew by
10% to USD 164 billion, driven by increased flows to Brazil,
Chile, and Colombia. Outflows grew to USD 42 hbillion,
sustained by intra-regional flows and a reduction of negative
outflows that dampened the totals in previous years.
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1.1.1. Global Trends

In 2019, the global number of announced greenfield projects decreased by only 1%

Number of FDI greenfield projects by industry in 2019 and % change vs.

2018 Key Insights
3,332 +4% f

Information and communication In 2019, the value of greenfield projects decreased by 14% to USD

846 billion. Smaller average project size was the main driver, as

: . . investment activity measured by the number of projects fell by only

Computer, electronic and electrical equipment -3% 1%:
_ _ _ o The Information and communication industry provided the
Financial and insurance activities +3% t highest number of greenfield projects in 2019. However, in value

terms (USD 66 billion), it is behind electricity, gas, and steam
industry (USD 113 billion), coke and refined petroleum products
10 W

Motor vehicles and other transport equipment (USD 94 billion) and equal to the construction industry;

In the number of announced greenfield projects, the construction
3% ‘ industry (-10%), the motor vehicles and other transport equipment
industry (-13%), chemicals and chemical products (-10%), and
transportation and storage (-3%) are the fourth industries in decline
‘ between 2018 and 2019;
-10%

Transportation and storage

Chemicals and chemical products

The most dynamic industry in value terms and number of
announced greenfield projects is the electricity, gas and, steam
+30% t industry (+30% in number and +23% in value between 2018 and

2019).
+3% t
100 W
+24% t
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Electricity, gas and steam

Accomodation and food services activities

Construction

Coke and refined petroleum products

Source: UNCTAD, World Investment report 2020




FDI in Europe
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1.1.2. FDI in Europe

Foreign Direct Investments remain vital despite the COVID outbreak, strengthening competition for projects
attraction

Foreign Direct Investments will remain active despite the COVID The crisis might result in a new competition for stimulus
outbreak packages

To what extent have you changed your 2020 In your company's future location choices, what factors may
investment plans because of the COVID-19 outbreak? influence your decision to select a particular country?
Minor decrease in 2020 plans 51% Move to nearshoring in 83%

low-cost areas just outside of the EU

Weight of national
stimulus packages

80%

Delays plans in 2021 23%

Level of technology

0,
adoption by customer 1%

Substantial decrease in 2020 plans 15%

Skills of workforce 62%

No changes in 2020 plans 11%

Strength of domestic market 61%

Policy approach to climate change 60%

Source: EY European Attractiveness Survey 2020 National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 21 of 216




1.1.2. FDI in Europe

Costs challengers outside of the EU are expecting to be the winners of the regionalization of supply-chains

€ including for Ukraine eve

oOpportunit lagging benind Russia and Turkey

How will you change your supply chain model in FDI market share in non-EU countries
response to COVID-19? No of FDI projects over the past 3 years in %
Move to nearshoring in 83% Turkey 42%
low-cost areas just outside of the EU
Russia 41%
Transition to lead manufacturing 0 _
to deliver advant a J?A)costsé) Ukraine
Belarus
Reduce the dependence of
supply-chains from a single country 61% .
Azerbaijan
Increase manufacturing . Georgia
presence in Europe 37%
Armenia
Reduce manufacturing 0
presence in Europe ' 16% Moldova
Albania

Source: EY European Aftractiveness Survey 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 22 of 216




1.1.2. FDI in Europe

In 2019, foreign investment stabilized in Europe and tumbled down in Ukraine

Numbers of FDI projects in Europe and Ukraine (2009-2019) Key Insights

6,356 6,412 6,412 FDI projects were announced in Europe

in 2019, a 0.9% uptick from 2018
The investment was particularly strong in
3,909 3,957 France and Spain, but global trade tensions,
3,758 3,797 : : . . .

3,303 Brexit uncertainty (including genuine fears of a
no-deal Brexit), and subdued economic growth
caused investment across all of Europe to

Europe increase by only a modest amount
Ukralne\ Strong performing countries include Portugal
| IS o | (+114%), Spain (+55%), and the Netherlands

(+11%). It remains to be seen how COVID-19
impacts the realization of FDI projects, particularly
in Spain, where the domestic economy has been

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Numbers of FDI

projects %ivjb Ukraine : one of the more disrupted in Europe
320 FDI G e r ma rstphility, rather than growth, reflects
10 039-7 845 y projects the structural difficulty for new entrants to hire
-\ (0,6%) staff in crowded labor pools and the fact that
7845-1 080 ’i 3 26th / 52 supply chains are already very well organized and
: countries in integrated

1080-538 the scope Ukraine did not follow this path and FDI projects

c38.1 decreased by 54% between 2018 and 2019

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 23 of 216




1.1.2. FDI in Europe

European countries with most FDI projects (2009-2019)

Germany United Kingdom
- ] L~ France
== 18

Ukraine  Bosnia and Herzegovina

: m Latvia
26 25 [ .97

Breakdown of FDI projects in Europe by origin country
(2009-2019)

= United States
Germany

= United
Kingdom

10% ® France
1‘ m Switzerland
7% = China

4%5% %

45%

Source: European Investment Monitor 2020, EY analysis

Between 2009 and 2019, three countries accounted for 50% of total FDI projects in Europe, Ukraine ranked 26th

Key Insights

The United Kingdom (10 039 FDI projects), Germany (8
847 FDI projects), and France (7 845 FDI projects)
accounted for 50% of total FDI projects in Europe
between 2009 and 2019

These three countries are way ahead of the others in terms
of FDI projects: Spain (2 935 FDI projects) and Netherlands
(2 315 FDI projects) etc.

Ukraine, with 320 FDI projects, accounted for 0,6% of
FDI projects in Europe between 2009-2019

It ranked 26th among 52 countries of the scope, just
between Bosnia and Herzegovina (354 FDI projects) and
Latvia (284 FDI projects)

FDI in Europe mostly come from the United States (24%),
Germany (10%), and the United Kingdom (7%)

The other non-European country investing most in Europe
is China (4% of FDI projects between 2009-2019)

More than half of FDI projects in Europe (51%) come
from European countries

Germany is the country creating most jobs per FDI
projects on average (69 on average) against the United
States (49), France (53), and the United Kingdom (28)
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1.1.2. FDI in Europe

45% of FDI projects in Europe were in sales and marketing activities between 2009 and 2019

Breakdown of FDI projects by activity in Europe (2009-2019)

45%

Activity Average jobs / project
kod Sales and marketing 12
@i@ Manufacturing 83
R&D 43
%ﬁ Logistics 61
Other Headquarters 35
: a9 i iviti 9
b, e & s e o o 51 s Fowes by mamre
marketing Manufacturing R&D  Logistics Headquarters (27%) and logistics (8%) activities

Ukraine receives 2% of FDI projects in Europe in
manufacturing and 1% in sales and marketing (but
accounts for 6% of E u r o papdlation)

Manufacturing is the activity with the highest ratio of

Ranking of destination countries of FDI projects in
sales and marketing (2009-2019)

Germany United Kingdom jobs/project. Sales and marketing has the worst ratio of
UK, Germany, and France) also receive most FDI projects

- | L France jobs/project
- _ in sales and marketing activities

“ The top 3 countries receiving FDI projects in Europe (the
Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 25 of 216
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1.1.2. FDI in Europe

In Europe, the digital sector is the main provider of FDI projects

Breakdown of FDI projects by sector in Europe (2009-2019)

Share of the sector
Average jobs /

Rank Sector argl?ggltgfotjc;:eilsnzuorgg_er % change 2018-2019 project
2019
1 Digital 15 % ‘ 1% 27
2 Business services 13 % t +6 % 26
3 Automotive related activities 8 % ‘ -12 % 131
4 Machinery & equipment 7% t +17 % 38
5 Chemicals & plastic 7% ‘ -21 % 31

In Europe, the number of jobs created by FDI projects stabilized between 2018 and 2019 to 274,935 after a constant increase

during 5 years (+112% between 2013 and 2017)
Ukraine only accounted for 1% of jobs created between 2009 i 2019 by FDI projects in Europe (2 120). FDI projects are mainly in

digital (15%) and business services (13%) sectors
The machinery and equipment sector appears to be the most dynamic (+17% of FDI projects in 2019)

Another dynamic sector is business services (+6%), which provides the worst jobs per project ratio (26 on average)

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 26 of 216




FDI in CEE
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1.1.3. FDI in CEE

The number of FDI projects in Central and Eastern Europe fell by more than 20% in 2019 y-o-y

Number of FDI projects in Central and Eastern Europe and Ukraine

(2009-2019) Key Insights
1,700 1 1,621 1 598 The number of FDI projects in Central and Eastern
1,600 - European countries decreased by 20,3% in 2019
1,500 A After a constant increase since 2013, FDI
1,400 1,342 projects are decreasing. This is mainly due to
1,300 / 1’\2.74 geopolitical tensions in Europe with Turkey and
1200 - 1,159 Russia, crowded labor pools, and global trade
’ uncertainty (protectionism from the US, Brexit)
i’égg | 925 The number of FDI projects in Ukraine
’ 879 864 decreased more than the average in Central and
900 259 835 ;96 Eastern Europe countries (-54% between 2009
800 1~ and 2019) and is one of the countries with the major
700 A decrease across Eastern Europe
600 - The 3 countries with the highest market share
500 - all declined between 2018-2019: -9% in Russia, -
400 - 26% in Poland, and -33% in Turkey (mainly in
machinery & equipment and textile sectors)
zzg | _However, the number of FDI_ projects increased
46 55 in some countries: Slovakia (+110%, due to
100 1 31 27 22 20 21 13 24 36 25 dynamics in the metals sector and missing value for
0 - 2018), Bulgaria (+2%), and Hungary (+4%)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

—e— Central and Eastern Europe Ukraine

Source: European Investment Monitor 2020, EY analysis
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1.1.3. FDI in CEE

Between 2009 and 2019, three countries accounted for almost 45% of total FDI in Central and Eastern Europe
(CEE)

FDI projects in CEE countries (2009-2019) CEE countries with most FDI projects (2009-2019)

Russia

- Turkey

] 1
B ==

Key Insights

Poland

Russia (1 912 FDI projects), Poland (1 891 FDI projects),
and Turkey (1 459 FDI projects) figure among the most
attractive countries in Central Eastern Europe between 2009-
2019

The main factors of this attractiveness are talent availability,
labor cost, and business environment

R - With 320 FDI projects, Ukraine is ranked 12th and
1912-796 796-108 FDI 108-20 FDI accounts for only 3% of FDI projects in CEE
FDI projects projects projects

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 29 of 216




1.1.3. FDI in CEE

In Central and Eastern Europe (CEE), 38% of FDI come from Germany, the US, and the UK

Countries providing most FDI to CEE region (2009-2019) Key Insights

FDI in Central and Eastern Europe mostly came from
Germany (17%), the United States (15%), the United
Kingdom, and France (6% both)

Ukraine only provided 0,5% of FDI projects in CEE
countries between 2009 and 2019

= Germany Almost 40% of FDI projects in CEE came from
European investors

United States Japan provided 4% of FDI in CEE countries. It is the

499 = United country offering the best ratio of jobs per project (146 on
° 15% Eingdom average)
= France
It is followed by Germany (124 jobs per project on average)
= [taly and the United States (113 jobs per project on average)
= Japan We observe that France and the UK are providing fewer

jobs per project compared to other countries:
respectively 82 and 64 on average

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 30 of 216




1.1.3. FDI in CEE

More than 50% of FDI projects in Central and Eastern Europe were in manufacturing activities between 2009 and 2019

Breakdown of FDI projects by activity in Europe (2009-2019)

54%

Activity Average jobs / project
Sales and marketing 19
Manufacturing 129
R&D 66
Logistics 66
kd ‘ @ ® Shared services centre 174
ah
ﬁgﬁfezzg Manufacturing ~ R&D  Logistics Sharigrifew o6 Manufacturing accounted for more than 50% of new FDI

_ o _ _ _ projects in CEE countries between 2009 and 2019
Ranking of destination countries of FDI projects in sales and

marketing (2009-2019) Russia (18%), Turkey (14%), and Poland (13%) are the
top 3 CEE countries receiving the most FDI in
Turkey Russia manufacturing because of competitive labor cost,
Poland availability of skills, and a good manufacturing environment

- Ukraine received 2% of FDI projects in manufacturing

- — among CEE countries and 5% in sales and marketing

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 31 of 216




1.1.3. FDI in CEE

All the main sectors in CEE declined in the number of FDI projects in 2019

Breakdown of FDI by top sector in CEE (2009-2019)

Share of the sector among Average jobs /

Rank Sector the total number of FDI % change 2018-2019 roiect
projects 2009-2019 prol

1 Aut.o.njotlve-related 15 % ‘ 26 % 215
activities

2 Chemicals & Plastic 9% l -20 % 62

3 Agri-food business 8 % l -7% 55

4 Digital 8% l -18 % 65

5 Machinery & 7% J 5w 76
equipment

Jobs creation in Central and Eastern Europe constantly increased between 2013 and 2017 (with a boom at 181,246 jobs
created in 2017). Since 2017, however, it is declining (-26% in 2019)

In Ukraine, there was a boom in jobs creation after the political crisis (+400% between 2015 and 2016), but it has decreased since
2017 (7,250 jobs created)

Ukraine only accounted for 2% of jobs created over the 2009-2019 period in Central and Eastern Europe;

Automotive related activities accounted for 34.5% of jobs creation. 1.2% of jobs in this sector were created by FDI projects in
Ukraine

Automotive-related activities is the biggest sector in CEE countries and the main jobs provider per project

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 32 of 216




FDI in non-EU countries
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1.1.4. FDI in non-EU countries

Investments in Central and Eastern non EU countries tumbled down by more than 25% in 2019

Number of FDI projects in non-EU Central and Eastern Europe

countries and Ukraine (2009-2019) NGy Imeleliies
800 - 784
741 The number of FDI projects in non-EU countries
750 - decreased by 25% in 2019
700 - The top 3 countries receiving FDI in CEE are all
650 1 587 declining (-9% in Russia, -33% in Turkey, and -
600 » 13% in Serbia between 2018 and 2019)
550 1 486 After a constant increase since 2013, FDI are
500 447 decreasing. This is due to geopolitical tensions in
450 A Europe with Turkey and Russia, crowded labor
380 381 ' ioni
400 4 377 352 355 pools, and global_ trade uncertainty (protectionism
250 330 D—Q——.\.__( from the US, Brexit)
300 ./ However, the number of FDI projects is still above
250 | the 2009-2016 values, so it appears that it is just a
come back to more fAir e g wlad ru aftero an
200 extraordinary increase in 2017 and 2018 (carried by
150 - strong performances in the pharmaceuticals sector
100 - and automotive-related activities
4 31 o7 3 P s
50 2220 21 13 24 Ukraine is one of the countries with the worst
0 | : : : : : : : : : . decrease among non-EU countries (a 54%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 decrease in FDI projects between 2018 and 2019)
—8— Non-EU CEE countries Ukraine

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 34 of 216




1.1.4. FDI in non-EU countries

In non-EU countries, three countries account for almost 80% of FDI projects between 2009 and 2019

FDI projects in non-EU countries (2009-2019) Non-EU countries with most FDI projects (2009-2019)

Russia

- Serbia

-
B ==

Key Insights

Turkey

Russia (1 912 FDI projects), Turkey (1 459 FDI projects),
and Serbia (772 FDI projects) accounted for 79% of FDI
projects in non-EU countries between 2009 and 2019

Ukraine is ranked 5th with 320 FDI projects (just behind
Bosnia and Herzegovina) and accounted for 6% of FDI
projects among non-EU countries

1912-796 796-108 FDI projects 108-20 FDI
FDI projects projects

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 35 of 216




1.1.4. FDI in non-EU countries

FDI projects in non-EU countries mostly come from Germany and the United States

Breakdown of FDI in non-EU countries by origin country

(2009-2019) Key Insights

FDI in non-EU countries in Europe mostly come from
Germany (15%), the United States (13%), Italy, and France
(6% both)

= Germany
United States Ukraine only provided 0,6% of FDI projects in non-EU
countries between 2009 and 2019
= [taly
= Erance Japan and China together accounted for 9% of total FDI
51% projects in non-EU countries between 2009 and 2019,
= Japan and more than 50% of FDI projects in non-EU countries
~ China come from European countries
Other Germany has the best jobs created per project ratio

(128). It is followed by Italy (117 jobs created per project on
average) and the United States (98 jobs created per project
on average)

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 36 of 216




1.1.4. FDI in non-EU countries

In non-EU countries, more than 60% of FDI projects are in manufacturing activities

Breakdown of FDI by activity in non-EU countries (2009-2019)

ke

61% Activity Average jobs creation / project
Sales and marketing 12
9
@4_@ Manufacturing 137
R&D 69
an
Other Logistics 47
h ‘ @ Contact Centre 209
Sales and
marketing Manufacturing Logistics
Manufacturing activities accounted for 61% of FDI projects in
non-EU countries, followed by sales and marketing activities
Ranking of FDI in manufacturing (2009-2019) (25%)
Russia (36%), Turkey (28%), and Serbia (18%) are the top
Russia three countries receiving the most FDI in manufacturing
Turkey Serbia activities between 2009-2019 among non-EU countries. Only

- 4% went to Ukraine

Manufacturing provided most jobs in non-EU countries (85%).

e
- 1 _ Among this, 5% were created in Ukraine

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 37 of 216




1.1.4. FDI in non-EU countries

Business services is the most dynamic sector in non-EU countries in 2019

Breakdown of FDI in non-EU countries by sector (2009-2019)

Share of the sector among Average iobs /
Rank Sector the total number of FDI % change 2018-2019 rg'ejct
projects 2009-2019 proj
1 Aut'o.n)otlve related 13 % ‘ 280 275
activities
2 Agrifood business 12 % ‘ -6 % 53
3 Chemicals & plastic 10 % ‘ -9% 65
4 Machinery & equipment 8 % ‘ -23% 76
5 Business services 6 % t +14 % 31

Automotive related activities are represented in the same proportion in CEE as in non-EU countries in a number of FDI projects. It
is the sector with the highest jobs per project ratio (275 on average)

Ukraine and non-EU countries are following the same path, with a constant decrease in jobs creation since 2017 (-22% in non-EU
countries between 2018 and 2019)

Ukraine only accounted for 5% of jobs created over the 2009-2019 period in non-EU countries

Ukraine provided 27% of jobs created in the shared service center and accounted for 2,6% of jobs created in automotive-
related activities in non-EU countries over the same period

Agri-food business is second in the number of FDI projects in non-EU countries but in a slight decline (-6% in 2019)

Business services is the only sector increasing in the number of FDI projects (+14% in 2019)

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 38 of 216




FDI in Ukraine
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Source: European Investment Monitor 2020, EY analysis

1.1.5. FDI in Ukraine

Ukraine attracted 320 FDI projects between 2009 and 2019 but it declined sharply in 2019

23 164 jobs have 18% of FDI % 17% of FDI
been created over projects in Ukraine ° projects in Ukraine
23 164 ihe 2009-2019 H over the 2009- t:g.‘ over the 2009-

period

Number of FDI projects in Ukraine (2009-2019)

CAGR 2009-2019
55

46

36

31

27

24 25
22 20 21

13

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

2019 period come
from the United
States

2019 period are in
the agri-food
business

Key Insights

The strong increase in the number of
FDI projects in 2018 (+53%) was
carried by the agri-food business,
utility supply, and machine &
equipment sectors

In 2019, the decrease was mainly due to
poor performances in the digital,
automotive-related activities, and
information & communication sectors

2017 and 2018 may appear as years
of catching up after the 2013-2016
period of political crisis and low
investments projects
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1.1.5. FDI in Ukraine

Number of jobs created by FDI projects in non-EU countries

Serbia
Russia
Turkey
Bosnia and Herzegovina
Macedonia
Ukraine
Moldova
Belarus
Albania
Azerbaijan
Armenia

(2009-2019)

e ] 77799

e 140867
s 00226
— 20525
26260
23164
== 9326
m 5324
B 3485
" 2893
11027

Average number of jobs created per FDI project in non-EU

Moldova
Macedonia
Serbia
Albania
Bosnia and Herzegovina
Azerbaijan
Russia
Ukraine
Turkey
Armenia
Belarus

Source: European Investment Monitor 2020, EY analysis

countries (2009-2019)
I 259
I 243
I 230
I 152
I 83
I /8
e 74

72
I 62
I 45
I 41

Key Insights

Between 2009 and 2019, FDI projects
created 511 421 jobs in non-EU
countries. It was 23 164 in Ukraine (5%
of the total), below Serbia, Russia,
Turkey, Bosnia, and Macedonia

In 2019, jobs creation decreased by
22% in non-EU countries and 27,5% in
Ukraine

On average, in non-EU countries, one
FDI project created 97 jobs between
2009 and 2019. It was 72 in Ukraine,
below Moldova, Macedonia, Serbia,
Albania, Bosnia, Azerbaijan, and Russia
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1.1.5. FDI in Ukraine

The United States and Germany are the main providers of FDI projects in Ukraine

Breakdown of FDI projects in Ukraine by origin country

(2009-2019) Key Insights

FDI in Ukraine mostly come from the United States (18%)
and Germany (10%)

Russia is also well represented with 6% of FDI projects
between 2009-2019

= United States FDI projects providers in Ukraine are mainly European
Germany countries, apart from the US
= Russia Japan and China together only account for 5% of FDI
0 = projects
54% = France

Czech Republic (3%), Netherlands (4%), and Sweden (4%)
are also well represented among FDI projects providers in
Other Ukraine over the 2009-2019 period

= United Kingdom

Russia has the worst jobs created per project ratio (3
on average). German FDI project created 90 jobs per
project on average.

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 42 of 216




1.1.5. FDI in Ukraine

In Ukraine, FDI projects are mostly focused on manufacturing, sales, and marketing activities

39%
36%

@® Contact and shared
@»  services center

Breakdown of FDI in Ukraine by activity and origin country (2009-2019)

38%
[ 509
0%

H 13%

0%

0%

0%

(i) Education and

training

85% 42% 63%

M 10% 3206 16%

0% 5%

5% 504

0% 0%

0% 5%

0% 5%
?nzll:aksezzg h Manufacturing R&D @6_&) Logistics %ﬁ Headquarters

Key Insights

Sales and marketing accounted for 40% of FDI projects in 2009-2019 in Ukraine, followed by manufacturing activities (38%)
Apart from Germany, the main FDI providers in Ukraine mostly invest in sales and marketing

Manufacturing activities come second, aside Germans investments

R&D is also a dynamic sector with investment from France and the United States

Source: European Investment Monitor 2020, EY analysis

National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 43 of 216




1.1.5. FDI in Ukraine

In Ukraine, the only dynamic sector in 2019 with a 20% growth is transportation and logistics (including
automotive)

Breakdown of FDI by sector in Ukraine (2009-2019)

Share of the sector among Average jobs /

Rank Sector the total number of FDI % change 2018-2019 )
projects 2009-2019 project
1 Agrifood business 17 % § 5w 70
2 Transportation & logistics 12 % f +20 % 25
3 Business services 9% m +0% 2
4 Digital 9 % § 8w 1
5 Finance 8 % / 27
Key Insights

Transportation and logistics (which includes automotive activities) is growing in 2019 (+20%). Another dynamic sector is
metals (+200% between 2018 and 2019 but only 5% of FDI projects ). All other sectors appear to be declining.

As the first sector represented in a number of FDI projects, agri-food business created fewer jobs than automotive-related activities
and electrical products sectors. Shared services centers, logistics, and R&D also created more jobs than sales and marketing
activities, which is the second activity in the number of FDI projects between 2009 and 2019;

Agrifood business, as the first sector represented among FDI projects, also appears to be in decline (-75% in the number of
FDI projects in 2019), which differentiate Ukraine from other European countries;

Source: European Investment Monitor 2020, EY analysis National Strategy to Increase Foreign Direct Investment in Ukraine | Section 1: The View from Above | Page 44 of 216




1.1.5. FDI in Ukraine

Ukraine has a strong market share among CEE countries in the More than 40% of FDI projects in Ukraine are
high-value agriculture and energy sectors. However, these located in Kyiv (2009-2019)

sectors appear to be declining in term FDI projects (-75% and -
92% in 2019)

Among the dynamic sectors, digital infrastructures is the most
promising, with the highest market share among non-EU competitors
(12%) and a less important decline than other sectors. This
performance is mainly carried by dynamics in the information, .
communication & media sector (decline in digital alone) _Lviv

Strong performing countries in digital infrastructures in term of
market share among CEE countries are: Poland (19%), Romania
(15%), and Lithuania (10%)

All targeted sectors in Ukraine are decreasing

Ukraine olﬁkraine market Ukraine market

market share in share in CEE share in non-EU % change 2018-
Europe (# of FDI countries 2019 in Ukraine in
(_# of FDI projects 2009- (# of FDI the numper of FDI
projects 2009- 2019) projects 2009- projects
2019) 2019)
Zé%::mlﬁg 204 506 9% l -75% Number of FDI projects
Digital
Infrastructures 0,04% 3% 12% l -29%
Energy Advanced manufacturing is another sector in
1% 5% 9% J 9% decline (-30% of FDI projects in 2019). Ukr ai ne ¢
Advanced market share is only 1% among CEE and 5% among
manufacturing 0,05% 1% 5% § 3% non-EU countries. Strong performing countries in this
Transportation . . . . sector are Poland (17%), Russia (15%), Turkey 12%),
infrastructures 0,04% 4% 6% l -100% Hungary (11%), and Czech Republic (9%)
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1.1.5. FDI in Ukraine

Top 10 companies creating most jobs in Ukraine
between 2014-2019

Company
$Fujikura
JABIL

flex
0

LEONI

SUMITOMO
ELECTRIC

Cargill

Source: European Investment Monitor 2020, EY analysis

Jobs
created

3000

2000

1000

1000

800

500

350

200

150

120

Industry

Transportation
manufacturers &
suppliers

Electronics & IT

Electronics & IT

Textile, clothing &
leather

Electrical products

Transportation
manufacturers &
suppliers

Agrifood business

Utility supply

Finance

Information,
communication &
media

Activity

Manufacturing

Manufacturing

Manufacturing

Manufacturing

Manufacturing

Manufacturing

Logistics

Manufacturing

Contact centre

Research &
Development

Top 10 companies investing most in Ukraine

between 2014-2019

CAPEX
(mUSD)

Company

348
180
150
Cargill 130
120
68
50,4
30
22,46

16,9

Industry

Metals

Agrifood business

Agrifood business

Agrifood business

Utility supply

Transportation &
logistics

Transportation &
logistics

Transportation &
logistics

Agri-food business

Digital

Activity

Manufacturing

Manufacturing

Manufacturing

Logistics

Manufacturing

Sales &
Marketing

Logistics

Sales &
Marketing

Manufacturing

Shared Services
Centre
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