Ukraine Watch: National Bank left the
policy rate intact

NBU decided to keep its policy rate at the same level of 25%. The decision is not surprising
if considering the recent rhetoric of NBU officials. We expect no changes there at the next
meeting on 20 October and maintain our year-end policy rate forecast at 25.0%.

The same as the previous one, today's meeting of the Monetary Committee of the National
Bank passed without surprise, unlike the meeting in June when the NBU decided to hike
the rate to the current level. So, the regulator decided to keep its policy rate at the
same level of 25%. According to NBU officials, the current policy rate level is enough to
keep exchange rate stability and the ability to manage inflation processes. The decision
is not surprising to us if considering the recent rhetoric of NBU officials on the issue, the
updated NBU macro forecasts for the coming two years, as well as the tone of minutes
from the previous NBU Monetary committee meeting.

Even though according to the preliminary NBU estimate, the actual inflation path is
better than projected, it still provides some room for acceleration within the medium-
term period due to war factors, worsening inflationary expectations of customers and
recent one-time UAH devaluation. In its release on the policy rate, the NBU increased its
attention on the substantial influence of the exchange rate dynamic on increasing
inflationary pressure. Indeed, even despite the fairly confident steps taken by the NBU to
contain the gap in the balance of payments, including the recent 25% hryvnia devaluation,
problems in this area still exist. Also, the increase in the attractiveness of assets
denominated in the hryvnia should be one of the key factors in reducing the current trend
associated with the outflow of capital from the country. However, this process runs much
slower than it was initially expected, thus preserving additional pressure on the exchange
rate. We expect that even though the intervention of the National Bank of Ukraine in the
foreign exchange market has decreased, additional regulation may be applied in order to
avoid an imbalance in supply and demand for the hryvnia. Among other risks that could
keep inflationary trends strong (like the vulnerability of grain corridors, slow progress in
additional import taxation, weak sources of non-emission budget deficit financing, low
bonds yields in the primary market and still strong migration trends), active military
actions remain the core uncertainty factor for calming inflation down within medium-
term.
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NBU officials remain confident that the current decision on the preservation of the
policy rate fully fits their forecasts of an unchanged rate until the second quarter of
2024. Nevertheless, they are still in search of additional measures for strengthening
monetary transmission and minimising the negative impact of monetary emission on
inflation and exchange rate. However, they reiterated the readiness to hike the policy
rate in case of necessity in the near-term future. Under current circumstances, we do not
see the urgency for additional actions with the policy rate, thus expecting no changes
there at the next NBU Monetary committee meeting on 20 October. We also maintain
our year-end policy rate forecast at 25.0%.
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Risk notifications and explanations
Warnings

» Figures on performance of economic data presented in this publication refer to the past. Past performance of these data is not
a reliable indicator for future results and the development. This is particularly true in cases when the data has been ...
The information in this publication which is contributed by analysts from RBI's subsidiary banks are disseminated unaltered
under RBI's responsibility.

A description of the concepts and methods used in the preparation of macro economic analyses is available under:
www.raiffeisenresearch.com/concept_and_methods.

n

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context
of macro economic analysis) is available under: www.raiff..."

Disclaimer

Responsible for this publication: Raiffeisen Bank International AG (,RBI")

RBI is a credit institution according to 81 Banking Act (Bankwesengesetz) with the registered office Am Stadtpark 9, 1030 Vienna,
Austria.

Raiffeisen RESEARCH is an organisational unit of RBI.

Supervisory authority: As a credit institution (acc. to 8 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International AG
is subject to the supervision by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National B...

This document is for information purposes and may not be reproduced or distributed to other persons without RBI's permission.
This document is a macro economic analysis, which contains no recommendations on financial instruments, indices or issuers ...

This document does not constitute a personal recommendation to buy or sell financial instruments in the sense of the Austrian
Securities Supervision Act (Wertpapieraufsichtsgesetz). Neither this document nor any of its components shall form the basis ...

This analysis is fundamentally based on generally available information and not on confidential information which the party
preparing the analysis has obtained exclusively on the basis of his/her client relationship to a person.

Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any
assurances regarding its accuracy and completeness.

The information in this publication is current as per the latter's creation date. It may be outdated by future developments, without
the publication being changed.

Unless otherwise expressly stated (www.raiffeisenresearch.com/special_compensation) the analysts employed by RBI are not

compensated for specific investment banking transactions. Compensation of the author or authors of this report is based (amongst
0...
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SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK): This document does not
constitute either a public offer in the meaning of the Austrian Capital Market Act (Kapitalmarktgesetz; hereinafter ,KMG") nor a
prospect...

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA: This document may not be transmitted to, or
distributed within, the United States of America or Canada or their respective territories or possessions, nor may it be distributed
toany...

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA: This research document is intended only for
institutional investors and is not subject to all of the independence and disclosure standards that may be applicable to research

documents p...

The opinions, estimates and projections contained in this report are those of RBI only as of the date of this report and are subject
to change without notice. The information contained in this report has been compiled from sources believed to be relia...

If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as it
is severable from the remaining terms, be deemed omitted from this Disclaimer. It shall in no way affect the legal...
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Imprint
Information requirements pursuant to the Austrian E-Commerce Act

Raiffeisen Bank International AG Registered Office: Am Stadtpark 9, 1030 Vienna Postal address: 1010 Vienna, Postfach 50 Phone: +43-1-71707-1846 Fax: +
43-1-71707-1848 Company Register Number: FN 122119m at the Commercial Court...

Statement pursuant to the Austrian Media Act

Publisher and editorial office of this publication Raiffeisen Bank International AG Am Stadtpark 9, A-1030 ViennaMedia Owner of this publication Raiffeisen

RESEARCH - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen Am Stadtpark 9, A-1030 ViennaExecutive Committee of

Raiffeisen RESEARCH - Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen: Mag. Peter Brezinschek (Chairman), Mag.

Helge Rechberger (Vice-Chairman) Raiffeisen RESEARCH - Verein zur V...Basic tendency of the content of this publication

* Presentation of activities of Raiffeisen Bank International AG and its subsidiaries in the area of conducting analysis related to the Austrian and international
economy as well as the ...Producer of this publication Raiffeisen Bank International AG Am Stadtpark 9, A-1030 Vienna
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