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INntroduction

The Russia-Ukraine war continues to cause
lasting damage to the country’s business and
economic environment. In 2022, Ukraine’s

gross domestic product shrank by nearly 29%
and, despite a partial recovery of 5.3% GDP
growth in 2023 and 3.5% in 2024, economic
output remains below pre-war levels. Moreover,
Ukraine lost some important plants for its
industrial base, including its biggest steel plant
in Mariupol?, a critical GDP-generating facility.
Yet the country has shown GDP growth since
20233, underscoring resilience amid outages and
10-20% workforce mobilization*. These early
signs of rebound underscore the resilience of
Ukrainian enterprises and foreshadow a possible

return to sustainable growth.

Although structural economic challenges and
substantial financing needs persist, with a
US$9.96 billion of financing®, unprecedented
donor commitments have laid a solid foundation
for long-term revitalization. For instance,
Ukraine’s 2025 budget deficit of US$39 billion®,
and part’. Addressing Ukraine's needs will likely
require coordinated publicprivate collaboration
and sustained donor backing. Scalable models
like public-private partnerships, combined
with financing mechanisms that channel public
funds from donor nations and development
agencies, are important to unlocking investment
and sustaining long-term recovery.
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The damages of the

conflict and the current

iNnternational investment
architecture

Ukraine's economic situation remains
critical. Reconstruction needs over
the next decade are estimated

at US$524 billion&, mostly for the
country's damaged infrastructure and
losses in economic backbone, which
will require substantial investment and
long-term recovery plans. Many sectors
of the economy have been affected.
The housing sector has borne the
brunt of the devastation, incurring

an estimated US$57.6 billion® in
damage and leaving millions of people
displaced. The destruction has likewise
damaged roads, bridges, railways, and
other transport networks, severely
hampering mobility and economic
activity, with losses estimated at
US$36.7 billion™. The energy
industry has been heavily impacted,
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with damages valued at almost
US$20.5 billion" due to the impact
on essential infrastructure - including
power plants, grids, and extraction
facilities. Finally, the agricultural
sector, a cornerstone of Ukraine’s
economy, has experienced damages
amounting to US$11.2 billion™,

as irrigation systems, agri-logistics,
and food processing facilities were
destroyed, threatening people’s food
security’s.

The country'’s ability to withstand the
conflict's immediate economic impacts
has been bolstered by a coordinated
financial architecture that brings
together numerous international
stakeholders. The Ukraine Donor
Platform—established by the

G7 in 2022—serves as the central
mechanism for aligning external
support for the country's recovery.
By 2025, European and U.S. partners
alone had provided roughly US$314
billion in economic assistance™.

Between February 2022 and
December 2024, the International
Finance Corporation and the
Multilateral Investment Guarantee
Agency - part of the World Bank
Group — mobilized approximately
US$77 billion in financing'®. In
November 2024, the WB announced a
US$750 million package under the
SURGE' program, aimed at improving
Ukraine's fiscal governance and public
investment management.
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Figure 1: Comparison of damage (left) and needs (right) across Ukraine RDNAs (US$ billion)
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Source: Fourth Rapid Damage and Needs Assessment (RDNA4), WB, EU, UN, GoU

Backed also by JPMorgan, the Ukraine
Development Fund will mobilize public-
private capital to rebuild Ukraine.
Launched in November 2022 by the
Ukraine's Economy Ministry', the fund
will focus on critical sectors such as
manufacturing, infrastructure,
agriculture, and energy, aiming to
channel investments into projects with
long-term development potential. At
the same time, private-equity specialist
Horizon Capital has bolstered
Ukraine's growth financing: its Horizon
Capital Growth Fund IV closed at
US$350 million on February 19, 2024—

surpassing its US$250 million target. and Lifecell, merging Ukraine'’s
Backed by investors with over US$700 leading fixed-telecom and third-
billion in combined capital, the fund largest mobile operator into a single
deploys growth funds primarily into converged platform supported by a
tech and export-oriented champions US$435 million EBRD/IFC financing
in Ukraine and Moldova, with early package'. Philanthropic foundations
commitments to Preply (online have also considerably contributed
language-learning tutor marketplace), to the recovery: as of April 2025,
GolT (IT education programs over 7,700 grants and nearly 200
addressing skills shortage), and pledges worth more than US$3.2
Viseven (accelerating pharmaceutical billion have supported emergency
digital-transformation solutions)®. relief, governance, and infrastructure
Additionally, in 2024 a consortium initiatives?.

led by Xavier Niel completed the
acquisition of Datagroup-Volia
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Figure 2: Financing needs and secured funding for recovery and reconstruction investment projects

and non-investment programs (US$ billion)
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The role of Public-

\—/

In a context marked by a substantial
financing gap, the private sector is
called to play a key role in driving
investments to enable immediate
recovery and long-term resilience. Itis
estimated that appropriate reforms?,
along with risk mitigation instruments,
could unlock private investment to
cover up to a third of the overall
recovery needs?.

Public-private partnerships?:

are thus emerging as a possible
cornerstone of Ukraine's
reconstruction strategy, enabling the
country to mobilize private capital,
accelerate project delivery, and reduce

the strain on limited public resources?.

The Government of Ukraine, together
with international institutions, is
actively deploying PPP models to
help revitalize infrastructure and social

Private Partnersni
kraine reconstru

DS for

services impacted by the war

in Ukraine.

To attract private investment,

ad hoc tools to cover investment

risk have been important. Blended
finance tools—first-loss guarantees,
subordinated debt and performance
incentives?®,

Ukraine's Public Investment
Management framework, launched
in 2023 to plan and evaluate public
investments, deploys a suite of
instruments designed to help mitigate
risks perceived by private investors.
Central to this architecture is the GoU's
Project Preparation Framework,
administered by the PPP Agency—
established in 2018 within the Ministry
of Economy—to deliver efficient,
attractive investment opportunities.
The PPF underpins the early-stage

ction

development of reconstruction
projects?® by providing broad
feasibility studies, financial structuring
and environmental-social assessments
in line with EU and international
standards?’. Equally important is

the SPP Development Ukraine
platform, which consolidates
proposals into a centralized
portfolio and applies a scoring
methodology based on strategic
alignment, socioeconomic impact

and implementation feasibility.

SPP Development Ukraine will

be integrated into the Digital
Restoration Ecosystem for
Accountable Management
(DREAM), ensuring that open data on
reconstruction projects are collected,
organized, and published in real-time
to uphold high levels of transparency
and accountability?®.
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Key sectors

Investment needs in key sectors

of the economy are still wide and

can represent an opportunity

to participate in the country's
reconstruction for both domestic and
foreign private investors.

In healthcare, for instance, the
THRIVE project (Transforming
Healthcare through Reform and
Investments in Efficiency) financed
by the WB and other donors with
US$454 million, and implemented by
the Ministry of Health of Ukraine,
is enhancing the National Health
Service's technical and operational
capacity®.

The energy sector is also receiving
substantial investments from
international institutions (e.g. the
European Bank for Reconstruction
and Development and the WB Group
including the IFC), together with the
private sector to facilitate repairs to
damaged infrastructure, stabilize the
power grid, and advance decentralized
energy solutions like gas power

plants, solar panels, and biogas. The
IFC is supporting sustainable urban
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nvestment for
reconstruction

transport and renewable energy
through relationships with various
companies to deploy modular solar
and storage solutions, enhancing
energy security°.

The agricultural sector is benefiting
from concessional finance and
technical assistance channeled
through public funds. As of July 2024,
approximately 10,000 farmers have
received credit to help keep their
activities afloat thanks to the Ukraine
Agriculture Recovery Inclusive
Support Emergency (ARISE)3". At
the end of 2024, this project, backed
by the WB, has attracted US$2 billion
in private capital, exceeding its target
of US$1.5 billion and stimulating
investments in a key sector

of the economy?? .

The digital sector is seeing
investments to expand connectivity,
enhance e-services, and strengthen
cybersecurity. In 2024, Ukraine’s

IT sector exported US$6.45 billion
(37-42% of services), hosted 2,118
companies, employed almost 258,000
specialists (as of 2024 estimates),
supported 2,600 startups, and ranked

among CEE's three fastest-growing=:.
Along this line, the EU-funded Digital
Transformation for Ukraine
(DT4UA), an initiative in collaboration
with the GoU and a private operator is
improving public service accessibility,
Global technology companies have
played an important role in bolstering
Ukraine's cybersecurity and cloud
infrastructure, offering services and
experience to help safeguard critical
data®.

Supporting the housing recovery
and addressing shelter needs is
important. In this context, alongside
the Government of Ukraine- which,
together with actors such as the
World Bank, the EU, the UN, private
sector companies, and homeowners'
associations, is advancing initiatives
like eRecovery?¢ and VidnoviDim?3’
- there is also the Registry of
Damaged and Destroyed Property,
which monitors, tracks, and prioritizes
repair efforts.
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Involvement of the local
authorities and communities

to foster

To expand implementation capacity
and foster locally led recovery, the
PIM system will play an important
role in the coming years?®. While the
pilot phase focused on central
government investments, from
2025 onwards the system will
gradually extend to the local level,
with oblasts and municipalities
increasingly identifying and delivering
investment priorities®.

Local authorities—particularly
hromadas (territorial communities)
and oblast administrations—are
expected to play a key role in
this phase of implementation.
Since 2022, they have been at the
forefront of emergency response
and service continuity, providing
temporary housing, managing
urgent infrastructure repairs, and
maintaining critical municipal

recovery

services*’, with US$6.8 billion of total
losses and US$1.4 billion in additional
recovery-related expenditures®.

The involvement of local
authorities has proved efficient

in other post-crisis contexts

such as Sri Lanka, Croatia, and
Bosnia-Herzegovina, where local
authorities were instrumental in

the reconstruction, leading service
coordination, community engagement,
and recovery planning*.

As the PIM system extends to local
levels in 2025, Ukraine is leveraging
targeted initiatives alongside local
administrations. UN4UkrainianCities,
launched in June 2023 with BMZ
funding and GIZ support, completed

its first stage in Kharkiv and Mykolayiv,
enabling leaders, architects and
Citizens to co-design sustainable urban
plans and pilot recovery projects

across sectors®. Simultaneously, the
EIB Ukraine Recovery Program

is planning to rebuild municipal
infrastructure in over 100 cities under
two EIB programs, supported by a
US$189 million allocation to local
budgets and paving the way for swift
restoration®.

This approach reinforces community-
driven resilience.

Structuring PPP projects and pilot
programs in collaboration with

local authorities is increasingly
perceived as important to test scalable
models and to help ensure effective
implementation, and Ukraine's public
investment management roadmap
recognizes PPPs as a key financing
mechanism at both national and local
levels*,
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Government-Led

business recover
successes and S

Despite government-led initiatives

to catalyze private investment,
persistent structural deficiencies
have undercut public-private
collaboration, widening the gap in
developing bankable projects.
Institutional fragmentation and
inadequate technical and financial
capacities among stakeholders

have prevented the development of
investment-ready projects, particularly
in priority sectors like agriculture,
transport, and energy. Outdated
feasibility studies, ambiguous
regulatory frameworks, and limited
availability of de-risking tools
further deter private capital inflows“®.

Operational challenges intensify
structural constraints. A survey by the
American Chamber of Commerce
in Ukraine found 56% of firms lacking
adequate war risk insurance: coverage
is unavailable or partial for high-value
assets (real estate, industrial sites,

inventory, and goads in distributors
and pharmacy warehouses), and
often limited to Kyivand Western
regions. High premiums and denials
can lead to understocking, lost rentals,
and stalled transactions, restricting
investment, derailing supply chains,
and limiting exports. These insurance
gaps can also restrict expansion plans
and ability to serve export markets.
Combined with judicial inefficiencies
(76% cite this as a hurdle), these
challenges create a pervasive climate
of unpredictability*’.

A wide variety of literature shows

that market development in

the management of risks is
important for fostering FDI by
shielding investors from unforeseen
contingencies due to conflicts. Despite
growing political volatility, the adoption
of risk-management instruments

in emerging markets has declined
over the past decade, highlighting a

nortfalls

communication gap and a product
shortfall*®.

To proxy the depth of the market

in the country, Deloitte Italy used
non-life insurance technical
reserves held by insurers* and
compared Ukraine's value to other
European countries. Within the
sample of 36 European countries,
Ukraine registers the lowest ratio
of non-life insurance technical
reserves to GDP°? and falls into the
bottom quintile for FDI stock”—
only four countries exhibit lower
inwards investment—while the two
indicators display a robust positive
correlation®2. These observations
are consistent with both the literature
and the idea that rebuilding an
insurance infrastructure is integral
to the broader reconstruction
agenda, it signals institutional
maturity, facilitates risk transfer, and
thereby lowers the risk premium
demanded by foreign investors.
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To help mitigate the challenges
faced by the country's investment
environment, practical measures
and tools are now being deployed,
including expanded loan guarantees
through institutions like the
European Investment Bank>3

and the US Development Finance
Corporation*, enhanced debt
sustainability analyses incorporating
post-war fiscal risks, targeted
technical assistance to subnational
governments, and strengthened
institutional oversight. Concurrently,
a National Revenue Strategy with
the IMF targets expanding domestic
revenues and reducing reliance on
external borrowing, which drove a
US$33 billion deficit in 2023,

At the core is the EU-backed Ukraine
Investment Framework (UIF), a almost
US$10 billion facility using guarantees,
grants and technical assistance. From
2024 - 2027, it seeks to mobilize about

US$45 billion in private investment for
energy, logistics, agriculture, digital
industries and raw materials. With
energy security vital, the government
funds restoration, decentralized and
efficient systems, and entrepreneurial
support for veterans, IDPs and
women, alongside affordable housing
and nationwide workforce reskilling
initiatives®®.

Such measures have already yielded
tangible results, underscoring
investor confidence in specific
sectors. Rheinmetall” and BAE
Systems®® have initiated defense-
related relationships, while Notus
Energy®® has expanded renewable
energy projects, and prominent
multinationals like Carlsberg®

and Unilever® have increased
investments in the agri-food
industry. Notable investments such as
Horizon Capital's about US$30 million
fund for SMEs and the EBRD’s more

than US$800 million guarantee facility
supporting banks like PrivatBank and
Ukrgasbank illustrate successful
pathways for future private-sector
engagementsz.

Stakeholders and institutional actors
have acknowledged that, given the
multidimensional nature of the
challenges faced by the country,
fostering a supportive and predictable
investment environment—albeit
challenging during periods of active
conflict—is important for economic
stabilization and also as a
foundation for sustained, long-
term recovery.
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