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1.1.2. GDP dynamics

Overcoming the effects of considerable energy prices’ rise the Ukrainian economy has demonstrated positive growth dynamics in 2006, testified by the accelerated economic growth rates: 7.1% real GDP increase and 6.2% increase of industrial output.

It was the first time over the years of monitoring, when the GDP dynamics excelled industrial production growth. That was related to the fact that those economic activities grew faster in 2006 that supplied services. However, in spite of the energy price rise basic power-intensive industries have managed to find the ways of growth, especially owing to borrowed financial resources, and could keep their competitive advantages both on domestic and foreign markets. 
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Diagram 1: Real GDP and industrial production growth, %

Source: State Committee of Statistics
The showings of the first quarter of 2007 prove a positive growth tendency of the economy. The real GDP has increased 8% as against the same period of the previous year.

In general, positive economy development trends have improved foreign market conditions and secured high growth rates of population’s real earnings (January – November 16.3%) and investments into capital assets (16.1% over 9 months of 2006). 

Increase of population’s purchasing capacity and changes within the consumption pattern towards increase of expenditures on services secured growth of the added value rates in education and health care. The increase of industrial output and real earnings of population has induced demand for services of trade, transport and communications.

The new economic framework formed in 2006 first of all due to increase of energy prices has increased loan needs of business entities (credit requirements of business entities increased 51.8%) that together with growth of demand for consumer credits and housing loans resulted in the financial service volumes increase. 

The end of the investment pause started in 2005 was one of the positive development indications as well as transition to active capital stock accumulation that facilitated production increase in the investment directed industries, as for instance, construction (9,8%) and machine building (11,8%) industries. 

Business activity revival and rise in personal incomes have induced needs of production and trade space as well as housing. The necessity for capital assets renewal and applying of energy saving technologies favoured development of machine building industries. 

Forecasts for 2007: 
As forecasted by the Ministry of Economy, the year of 2007 will be characterized by actions stirring up due to economic development of Ukraine initiated in 2006: the Government’s actions will be aimed at strengthening of national manufacturer’s position on foreign markets, expansion of export and import transactions through thaw of trade relations with the USA and EU states.

The Government’s policy will be directed at further living standards rise via increase of living and minimum wages for able-bodied citizens and rise of minimum retirement pension.

A liberalized foreign commodity access to the national market due to the WTO joining will increase import share within ultimate consumption for a while. Thus, under such conditions speed-up of growth tempos will be observed almost in all types of economic activity. The highest rate of the added value growth is expected in wholesale and retail trades, building, agriculture, transport and industry.

Besides positive expectations in economic and social spheres in 2007 there will be factors that will contain the economic development process, namely rise in prices of natural gas and other energy carriers for all types of consumers that will cause further increase of public utilities’ rates and cost value of the goods produced in the most spheres of economy.

In general, the real GDP growth is expected at the level not less than 4.2 % in 2007; however, investments revival in the first quarter of 2007 has become one of the main factors determining high dynamics of real GDP growth at 8% level January-March 2007. 

Source: State Committee of Statistics, accounts of the Ministry of Economy of Ukraine
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