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The authors consider the consequences of
the COVID-19 pandemic for the economies of
Eastern Europe. The relevance of this topic lies,
first of all, in the importance of determining the
prospects for economic development of countries
in different scenarios of the pandemic. Based on
an in-depth analysis of data from international
and Ukrainian agencies and individual ex-
perts, forecast data on the future economic
development of Ukraine, the Russian Federation,
the Republic of Belarus and the Republic of
Poland are summarized. The risk factors inherent
in each of the analyzed countries are considered,
attention has been paid to the specific risks of a
pandemic for the economic development of the
country. The generalization of forecast data on
the development of macroeconomic indicators
for the analyzed countries has been carried out.
Ukraine’s prospects are slightly better than in
other countries analyzed: less decline of GDP rate
in 2020, more growth in 2021, but the depth of the
recession in Ukraine will depend on the duration
of the health crisis, the progress of economic
reform, and the ability to finance external debt
repayment.
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B cmamee asmopamu paccMompeHb! oc/aeo-
cmsusi naHoemuu COVID-19 015 3KOHOMUK

cmpaH BocmoyHoli EBporibl.  AKmyasibHOCMb
0OaHHOU meMb 3aK/lo4aemcesi 8 B&XHOCMU orpe-
OefieHusi MepcrieKmus  3KOHOMUYECKO20  pas-
BUMUSI CMpaH 10 PasHbIM CYeHapusmM npome-
KaHusi naHoemuu. Ha ocHose yesy6neHHo20
aHasIu3a 0aHHbIX MEXOYHaPOOHbIX U YKPaUHCKUX
azeHmcms U 0moe/ibHbIX 3KCriepmos 0600-
WeHbl Mpo2HO3Hble OaHHble OMHOCUME/IbHO
6y0ywe20 IKOHOMUYECKO20 Pa3suUMUs YKpauHbl,
Poccutickoli ®edepayuu, Pecrybnuku benapycb
u Pecny6nuku lMosbwa. Bbiiu paccMompeHs!
puckosbie ghakmopbl, npucywjue kaxooli u3 pac-
cMampusaeMbIX CMpaH, o0bpaljeHo BHUMaHUe
Ha crieyughuyeckue pucku naHoemuu O/1s 3KO-
HOMUYecKoeo pa3sumusi cmpaHbl. O606WeHb!
MpO2HO3HbIe OaHHble M0 OUHaMUKe MakpO3Ko-
HOMUYecKux rokasamerieli paccmMampusaembix
cmpaH. [lepcriekmusbl  YKpauHbl HECKO/IbKO
Jlyqwe, Yyem 8 Opy2ux aHa/usupyemMbix cmpa-
Hax: MeHbwe nadeHusi BHIT 8 2020 200y,
6osbwuli pocm nokazamens 8 2021 200y, HO
anybuHa crnada B8 YkpauHe 6ydem 3asucemsb
om npodo/mKUMEIbHOCMU kpu3uca 8 obsacmu
30pasooXpaHeHusi, npoepecca 8 peghopmuposa-
HUU 3KOHOMUKU, U BO3MOXHOCMU GOUHaHCUpOBa-
HUS1 no2awleHust BHEWHUX 0071208 CMpaHs!.
KntoueBble cnosa: naHoemuss COVID-19, ako-
HOMUYecKoe passumue, Mpo2HO3 MexdyHapoo-
HbIX a2eHmems, pocm BBI cmpaHbl, UHhAsYus,
passusarolyuecsi cmparbl, cmpaHbl BocmoyHou
EBporibl.

Y cmammi asmopamu po32/isiHymi Hacsioku naHoemii COVID-19 7151 ekoHoMIK KpaiH CXioHoI €sponu. AKmya/ibHiCmb 0aHOI meMu nosisi2ae, nepw 3a
BCe, B BX/IUBOCMI BU3HAYEHHS NMEPCIEKMUB eKOHOMIYHO20 PO3BUMKY KpaiH 3a Pi3HUMU CUyeHapisiMu rMpomikaHHs naHoemil, Ha ocHosi noznubieHo2o
aHasiiy 0aHuX MidKHapPOOHUX ma yKPaIHCbKUX azeHUili ma OKpeMUux eKcriepmis y3azasibHeHi Mpo2HO3HI 0aHi Wodo MalibymHbL020 EKOHOMIYHO20 PO3BUMKY
YkpaiHu, Pocilicekoi ®edepauji, Pecrybriku Benapycs ma Pecriybniku Mo/, Bysu po3aasHymi pusukosi ghakmopu, npumamaHHi KOXHIl 3 aHasi308aHuUX
KpaiH, 38epHEHO yBsagy Ha CrieQUbiyHi pu3uKu naHoemii 0/11 eKOHOMIYHO20 PO3BUMKY KpaiHu. Byrio nposeoeHo y3aca/lbHEHHS! MPO2HO3HUX daHUuX Wodo
[PO3BUMKY MaKPOEKOHOMIYHUX MOKa3HUKIB M0 aHasi308aHUM KpaiHam. LLjodo npusamHO20 Cro)uBaHHs, Mo 3p0CMaHHs 4020 MokasHUKa 6y/10 Gibuum 8
YkpaiHi npomsicom 2017-2019 pokis, Ha 2020-2022 poku Nepcrekmusu MpusamHo20 CriokUBaHHs1 00HaKosi 071 BCiX kpaiH. Odikyemscs, wjo 8 2020 poyi
B8 YkpaiHi ma Binopyci piseHb iHgbasyii ckiade 6riusbko 10%. s 2021-2022 pokig npoeHo3 iHghsyli ckiade 6u3bko 5% 0719 4omupbox kpaiH - suujuli
y binopyci ma Hwk4ut y Mosbwyi. binopycs ma Ykpaiqa npusabnusiwi 0719 NpsMUX IHO3EMHUX iHBecmuyjil, 3a80siKu po3paxyHkam Csimosoeo 6aHky. Ae
04iKyEMBbCS, WO GasiaHC MOMOYHUX PaxXyHKIB Y HUX HezamugHuli ma ro3umusHul y Pocii ma lMNonbuwyi. YkpaiHa Mae MakcumasibHUl 6ope y posmipi 60% BBl 0o
2020 poky, Hix o4ikyembcsl, Wo yel rnokasHuk srnade 00 pisHsT MNosbLyi, mooi siK MpoeHO3yembCsi, Wo bope binopyci 3pocme npomsizom 2020-2022 pokis.
Y PociiHaliHux4uli piseHs 6opay, asle HU3bka UiHa Ha Haghmy Moxe 0bepHymu cumyaujito He2amusHOH 07151 KpaiHU - W06 KOMITEHCYBamu CKopoYeHuUU ekcriopm,
Pocii 0osedembcsi 36i/bLUMU 60pe abo CKopomumu 0epxxasHe CrioxusaHHst. lNepcrekmusu YkpalHu dewjo Kpaui, Hx 8 IHWUX aHa/i308aHUX KpaiHax: MeHuwe
raodiHHs1 8 2020 pouj, binbwe 3pocmanHs y 2021 pouyi, ase 2nubuHa crnady 8 YkpaiHi 6yde 3a/iexamu gi0 mpusasocmi Kpusu 8 2as1y3i OXOPOHU 300p08 s,
rpoapecy peghopMyBaHHsI eKOHOMIKU, ma MOXJTUBOCMI (hIHAHCYBaHHSI Mo2alleHHsT 30BHILUHIX 6opais KpaiHu. K/IloHoBuM thakmopom cmaHe 30amHicmb
EKOHOMIKU YKpaiHu A0 BIOHOB/IEHHS!. Lie BuMazamume WBUOKO20 MPOSPECyY 8 K/KHOBUX PECHOpMAX, & MaKoX PO3YMHOI MakpOEKOHOMIYHOI MO/TIMUKU.
KntouoBi cnoBa: raHdemisi COVID-19, eKoHOMiYHUL pPO3BUMOK, MPO2HO3 MIKHAPOOHUX az2eHyili, 3pocmarHsi BHIT kpaiHu, iHbasyis, kpaiHu, wo
po3suUBatOMLCS, kKpaiHu CxioHoi €8poriu.

Formulation of the problem. The COVID-19
pandemic has led to a deep global recession. The
pandemic, and the aggressive restrictions, and
voluntary restraints on human interaction adopted to
contain it have already led to massive downturns in

advanced economies, and to increasing disruptions
in emerging markets and developing economics.

If the outbreak is largely contained by the
second half of the year and measures to stop the
spread of the virus — including quarantines, travel
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restrictions, and international border closures — are
lifted, economic activity could resume, supply chains
could recover, and financial markets and commodity
prices could stabilize. However, if the virus spreads
to most countries and efforts to contain the outbreak
spill into the third quarter of 2020, financial market
pressures continue, commodity prices remain weak,
and domestic healthcare systems are strained, the
growth impacts will be more severe. Either way, the
region is bracing for a recession.

Relevant scientific researches and analysis
of the issues. A lot of agencies provide forecast of
further economic development of different countries
of the world.

The World Bank created forecast of economic
development, inflation, unemployment of different
regions of the world and separate countries. Also,
they studied the role of informality in severity of
economic problems during the COVID-19 pandemic
and difficulties in reopening of economy. The report of
the World Bank [11], created at June 2020, describes
a global economy prospects during and after the
COVID-19 pandemic. The report also includes an
analysis of the outlook for emerging market and
developing economies, many of which are now
fighting on two fronts — containing the domestic
outbreak and its consequences while coping with
the economic spillovers from the deep recessions in
advanced economies.

Also, the International Monetary Fund proposes
its own estimations of economic growth of different
regions of the world and separate countries in [4; 5].
Authors emphasize, that economic activity in Europe
has slowed on the back of weakness in trade and
manufacturing. The IMF projection is [5]: Europe’s
growth is projected to decline from 2.3% in 2018 to
1.4% in 2019. A modest recovery is forecast for 2020,
with growth reaching 1.8 % and rebound to 1.8% in
2020, as global trade is expected to pick up and some
economies recover from past stresses. The evolution
of the European growth depends on two forces. On
the one hand, the European exports are softening
and prospects for a recovery in global trade are not
as strong as they have been six months ago. On the
other hand, easier financial conditions, expansionary
fiscal policy in many countries, and still-strong labor
markets are supporting domestic demand. [5].

EBRD have analyzed the perspectives of quick reo-
pening of the economy for European countries in [3].
Assuming domestic containment measures are
gradually relaxed, with return to normality during the
second half of the year, output in the EBRD regions
is projected to contract on average by 3.5% in
2020 followed by a recovery in 2021, with an average
growth rate of 4.8% in 2021. While this scenario
assumes a modest impact of the crisis on the long-term
trajectory of output, the pandemic may have significant
longer-term economic, political and social impacts.
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According to the United Nations Conference on
Trade and Development (UNCTAD) report [8], the
duration and depth of the crisis will depend on three
variables: how far and fast the virus spreads, how
long before a vaccine is found, and how effective
policy makers will be in mitigating the damage to our
physical and economic health and well-being. Also
authors pointed out the main elements of government
support. “...Addressing economic inequalities should
be a central part of the policy response with
recognition of both short and long-term benefits.
...By supporting employment growth, government
spending stimulates wage growth as well...” [8]. Also
UNCTAD pays separate attention to the problems of
emergent and developing countries [8].

S. Celik, M.A. Kose, and F. Ohnsorge in [6; 7] have
made several contributions to the large literature on
potential growth. Firstly, they focus on Emerging
Market and Developing Economies (EMDES). They
examined global trends in the structural drivers of
potential growth, including total factor productivity
growth, labor supply growth, and investment in human
and physical capital. Authors explored policy options
to lift potential growth. Authors made conclusions, that
implementing multiple reforms simultaneously rather
than piecemeal can generate mutually reinforcing
synergies. For example, in OECD countries, labor
and product market reforms, FDI, and trade regu-
lation potentially yield important synergies. Also, cross-
country synergies from coordinated reforms may arise.
The potential for growth spillovers puts a premium on
reform efforts in advanced economies that have large
repercussions for their EMDE trading partners.

As it is stated in the new consensus forecast
“Ukraine in 2020-2021: Aftermath of the Pandemic.
Consensus forecast” [2], the country’s economy will
fall to 4.2%, inflation will accelerate to 7% against
4.1% in 2019. It is noted that in 2021, the economy
will show growth at 2.4%, and inflation will slow to
5.9% (from December to December of the previous
year). According to experts, the biggest threat to
economic recovery is the duration and strengthening
of internal quarantine measures [2].

In our investigation we try to outlook economic
results of the COVID-19 pandemic in Eastern
European countries, especially in Ukraine and some
border countries.

The purpose of the article is to outline the
latest tendencies of economic growth perspectives
in Eastern Europe countries due to the COVID-19
pandemic and analyze the main risks, challenges
and strong positions of analyzed countries.

Main results. On the base of latest available data
we analyzed the projections for development of main
economic global indexes, published by the IMF and
the World Bank.

According to the World Bank calculations
performed in January 2020 [10], global growth fell
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to an estimated 2.4% in 2019 — its slowest pace
since the global financial crisis — with key indicators,
such as industrial production and trade, declining
in parallel. This weakness was broad-based across
countries, with nearly 90% of advanced economies
and 60% of emerging market and developing
economies (EMDEs) experiencing decelerating
growth in 2019. Manufacturing activity slowed
sharply over the course of last year, and, to a lesser
extent, services activity also moderated. COVID-19
pandemic changes prospects of economic deve-
lopment radically all over the world. Table 1 consists
of the summarizing results of forecasting main
economic parameters (Global Indexes), made by
the World Bank and the International Monetary Fund
(IMF) [5; 11].

Economic development (GDP rate), due to
calculations of the World Bank and the IMF, will
reduce radically in 2020, but increase in 2021
both in advanced economics and emerging market
and developing economics. Falling of GDP rate in
advanced economics is predicted to be deeper, than
in developed countries. Also world trade volume
is predicted to fall on 12-13% in 2020 and this

reduction is not compensating by growth on 5-8%
in 2021.

Most commodity prices declined in the first half of
the year because of the sharp fall in global demand
(World Bank 2020 c; Figure 1.9. A). Oil demand is
expected to fall by 8.6% in 2020. Demand for metals
has also fallen. Prices are anticipated to decline
16% in 2020 before showing a modest increase in
2021. This forecast is predicated on a recovery of
Chinese demand, which accounts for around 50% of
the consumption of base metals. Agricultural prices,
which weakened over the first half of the year, are
expected to decline only marginally in 2020 as a
whole, as they are less sensitive to economic activity
than industrial commodities, particularly at higher-
income levels [9].

Let us focus on Europe and Central Asia re-
gion (ECA), especially on developed countries. On the
base of the World Bank calculations of two possible
scenarios (baseline scenario — quick reopening after
pandemic and downside scenario — more deep
lockdown and new wave of pandemic at autumn),
GDP growth rates will fall at 2020 but this reduction
can be compensated by growth in 2021 (Table 2).

Table 1
Prospects of global economic development in 2020-2021
Global Indices Real data The f\évéﬂg:ank The IMF forecast
o .
(% change from previous year) 2018 2019 2020 2021 2020 2021

World Output / GDP, including: 3.6 2.9 -5.2 4.2 -4.9 5.4

Advanced Economies 2.2 1.7 -7.0 3.9 -8.0 4.8
Emerging Market and Developing Economies 4.5 3.7 -2.5 4.6 -3.0 5.9
Low-Income Developing Countries 5.1 5.2 1.0 4.6 -1.0 5.2
World Trade Volume (goods and services) 3.8 0.9 -13.4 5.3 -11.9 8.0
Commodity Prices
Qil Prices 29.4 -10.2 -47.9 18.8 -41.1 3.8
Non-energy commodity price index 1.3 0.8 0.2 0.8
Consumer Prices

Advanced Economics 2.0 1.4 0.3 1.1
Emerging Market and Developing Economies 4.8 5.1 4.4 4.5

Table 2
Europe and Central Asia growth scenarios by World Bank (GDP growth rates)
Baseline growth Downside growth
Group of countries Countries in each group scenario scenario
2019 | 2020 | 2021 | 2019 | 2020 | 2021
EMDE ECA 2.2 -2.8 5.6 2.2 -4.4 6.1
Central Europe and Baltic Bulgaria, Croatia, Estonia, Hungary, Latvia,
States Lithuania, Poland and Romania 40 | 1.0 | 55| 40 | -25 ] 59
Albania, Bosnia and Herzegovina, Kosovo, ) )
Western Balkans Montenegro, North Macedonia and Serbia 3.6 11 4.4 3.6 38 | 45
Eastern Europe Belarus, Moldova, and Ukraine 2.6 -3.6 3.0 2.7 -7.1 | 2.8
South Caucasus Armenia, Azerbaijan and Georgia 3.6 0.1 3.4 36 | -09 | 22
. Kazakhstan, the Kyrgyz Republic, Tajikistan, )

Central Asia Turkmenistan and Uzbekistan 50 01 4.8 50 131 56
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Central Europe is forecast to contract in 2020, by
5%, as large domestic outbreaks weigh on private
consumption and investment. Widespread disruptions
to global value chains (GVCs) are expected to limit
access to capital and intermediate goods [10].

In the Western Balkans, activity is expected to
shrink by 3.2% in 2020, but to rebound by 4.6%
in 2021, assuming that consumer and business
confidence are restored as the impact of COVID-19
fades, and that political instability remains in check
(World Bank 2020i). Growth in the South Caucasus
is projected to decelerate to -3.1% this year as
the subregion faces growth headwinds from the
COVID-19 pandemic and, subsequently, low
commodity prices. Activity is projected to pick up
to 3% in 2021, as the impact of shocks related to
the COVID-19 pandemic dissipates and tourism
recovers alongside improving consumer and
business confidence in Armenia and Georgia.

The outlook for Eastern Europe has substantially
weakened as a result of the COVID-19 pandemic,
with GDP expected to contract by 3.6%. Eastern
Europe is expected to fall deeper than other regions
of ECA.

Eastern Europe is expected to fall deeper than
other regions of ECA. Let us pay more attention to
the perspectives of Eastern European countries,
including Ukraine, Poland, Belarus and Russian
Federation. Due to World Bank, IMF and EBRD classi-
fication, Poland is not formally belong to this region,
but it is worth to include this country to our ana-
lysis. Table 3 consists of data of GDP forecast for
analyzed countries by the IMF, EBRD and the World
Bank [3, 5, 10]. Also, at spring 2020, the World Bank
prepared forecast of main macroeconomic indexes
to all countries of Europe and Central Asia. On the
basis of such data we provide graphs to compare
perspectives of each country (Figure 1).

Prospects of Ukraine is slightly better than other
analyzed countries: the less fall in 2020 and greater
growth in 2021, but the depth of the contraction in
Ukraine will depend on the duration of the health
crisis, progress on major pending reforms, and the
ability to mobilize adequate financing to meet sizable
repayment needs [10]

As about private consumption, the growth of this
index was higher in Ukraine during 2017-2019, the

prospects of private consumption are similar for all
countries for 2020-2022. Inflation rate is expected
to be about 10% in Ukraine and Belarus in 2020.
For 2021-2022, the inflation is predicted to be about
5% for four countries — higher in Belarus and lower
in Poland. Belarus and Ukraine are more attractive
for foreign direct investments due to the World
Bank calculations. But current account balance
is expected to be negative in them and positive in
Russia and Poland. Ukraine has maximum debt of
60% of GDP in 2020, then this rate expected to fall
to Poland level, while Belarus debt is forecasted to
increase during 2020-2022. Russia has the lowest
level of debt, but low oil price can turn situation to
negative for country — Russia have to increase debt
or cut government consumption to compensate
reduced export.

Experts believe that after the pandemic, people’s
behavior and demand structure will change insig-
nificantly. At the same time, the processes of digi-
talization, robotization and the use of the “remote
workplace” modality will be accelerated. Among
the external risks for the Ukrainian economy there
are the lack of external financing and the narrowing
of access to international capital markets. Internal
risks are: growing state budget deficit and cash
gaps in the Pension Fund and other state social
insurance funds.

Conclusions. The COVID-19 crisis is expected to
impact economic activity in Ukraine through several
channels in 2020.

Firstly, disposable incomes and consumption
will suffer from the sudden necessary restrictions,
including the closure of a lot of small businesses and
the halt to air, rail, and bus passenger transport.

Secondly, lower remittances due to weaker
economic activity in Poland and other EU countries
will also adversely impact household consumption.

Thirdly, lower commodity prices will impact
Ukraine’s exports. The overall impact on economic
activity in 2020 will depend on the duration of the
public health crisis. A more protracted health crisis
would lead to second order effects through more
widespread layoffs, business closures, and weaker
liquidity and asset quality in banks.

A key factor will be the ability of the economy to
rebound once the health crisis subsides. This will

Table 3

GDP forecast for analyzed countries by IMF, EBRD and World Bank (based on data from [10])
Real GDP growth rate The f‘gg(:g SEt';ank The IMF forecast EBRD forecast

2017 2018 2019 2020 2021 2020 2021 2020 2021

Ukraine 2.5 3.3 3.2 -3.5 3.0 -4.5 5.0
Poland 4.9 5.3 4.1 -4.2 2.8 -3.5 4.0
Russia 1.8 2.5 1.3 -6.0 2.7 -6.6 4.1 -4.5 4.0
Belarus 2.5 3.1 1.2 -4.0 1.0 -5.0 3.5
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Figure 1. Main macroeconomic indexes forecast for analyzed countries
(created by authors on the base of data in [10; 11])

require swift progress on key pending reforms, as well
as prudent macroeconomic policy. This would address
key investment bottlenecks and provide an important
signal on the new government’s reform orientation.
Under the scenario where the health crisis subsides
by the second half of the year, and progress is made
on key pending reforms, the economy of Ukraine is
projected to contract by 3.5 % in 2020.
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