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ECONOMY REVIEW 

ECONOMIC BACKGROUND 

Against the background of positive economic growth 

in 2011, zero rate of growth in 2012 and 2013 

showed weaknesses of Ukraine’s economy. The 

situation has been aggravating during economic and 

political crisis in 2013. 

Despite temporary economic and political issues of 

Ukraine, international funding and intention to 

implement structural reforms, allow to forecast the 

future stabilization in the country. Thus, the ranking 

of world economies by the World Bank's Doing 

Business 2014, preferably put Ukraine on higher 

positions for a number of indicators. 

According to the State Statistics Committee, there 

was no economic growth in 2013 - GDP growth rate 

is 0%. Ukraine's economy most probably will not 

demonstrate economic growth in 2014 also: 

according to the last IMF forecasts, Ukraine’s GDP 

will decrease by 5%, according to World Bank – fall 

by 3%. Ukrainian investment firms Dragon Capital 

and International center of perspective researches 

project GDP reduction by 3% and 6.5% respectively. 

The State Statistics Committee reported that GDP 

growth resulted -1.1% in Q1 2014. However, 

forecasts for 2015 are more optimistic: the different 

experts think that GDP will grow from 2 to 5%. 

At the same time, industrial production dropped by 

4% in 2013. This tendency remains in the 1 quarter 

2014: the indicator’s growth is -5%. Such situation 

was provoked by general economic conditions as 

well as by export’s fall, because the main export 

markets of Custom Union have closed due to 

politician conflict. Further to the above, the natural 

gas price rises. Nevertheless, annual preview is rather 

optimistic in general because EU set zero custom 

duties for more than 90% of Ukrainian goods and 

preferable quotes for some of them. These measures 

likely will stimulate production in Ukraine, providing 

that national producers will standardize their 

products in accordance with EUR1.  

Inflation rate in 2014 is expected at the rate of 7.5%. 

Before that, it was fixed by fiscal policy and 

fluctuated at the rate of 0% during 2012-2013. In the 

Q1 2014 the State Statistics Committee reported that 

inflation rate is 3%. 

Unemployment rate in 2012 and 2013 remained at 

7.7-8.1% despite certain fall in the few quarters of 

the last year. Forecasts for 2014 are questionable: 

according to Oxford Economics, unemployment rate in Ukraine will be intent to decline below 7.1% at the 

end of 2013 and below 6.7% in 2014. Haver Analytics projects situation fixity – 8%. At the end of Q1 2014 

unemployment rate is 7.2%. 

In 2013 import and export figures showed the low level – decrease by 8% and 9% respectively. In 2014 

indicators may improve, but exporters have not managed to refocus on the markets different form Russian 

TOPICS 

DB 

2014 

RANK 

DB 

2013 

RANK 

CHANGE 

IN RANK 

Starting a Business 47 50 3 

Dealing with Construction Permits 41 186 145 

Getting Electricity 172 170 -2 

Registering Property 97 158 61 

Getting Credit  13 24 11 

Protecting Investors 128 127 -1 

Paying Taxes 164 168 4 

Trading Across Borders 148 148 
No 

change 

Enforcing Contracts 45 45 
No 

change 

Resolving Insolvency 162 157 -5 
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http://www.doingbusiness.org/data/exploreeconomies/ukraine#starting-a-business
http://www.doingbusiness.org/data/exploreeconomies/ukraine#dealing-with-construction-permits
http://www.doingbusiness.org/data/exploreeconomies/ukraine#getting-electricity
http://www.doingbusiness.org/data/exploreeconomies/ukraine#registering-property
http://www.doingbusiness.org/data/exploreeconomies/ukraine#getting-credit
http://www.doingbusiness.org/data/exploreeconomies/ukraine#protecting-investors
http://www.doingbusiness.org/data/exploreeconomies/ukraine#paying-taxes
http://www.doingbusiness.org/data/exploreeconomies/ukraine#trading-across-borders
http://www.doingbusiness.org/data/exploreeconomies/ukraine#enforcing-contracts
http://www.doingbusiness.org/data/exploreeconomies/ukraine#resolving-insolvency
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one at the nonce. Also, consumer’s purchasing power in the country is too low to stimulate consumption 

growth and import of goods and services. 

INVESTMENT 

According to the State Statistics Committee the 

inflow of foreign direct investment has been falling 

starting from 2011. Thus, in 2011 FDI was at the 

level of 5,528 mln $, in 2012 – 4,963 mln $, and 

2013 gained only 2,860 mln $. In 2013, the attitude 

of external investors to Ukraine remained negative.  

The biggest investing countries for period covering 

states sovereignty are as on the end of 2013: Cyprus 

–19,035.9 mln $ (32.7%), Germany – 6,291.8 mln $ 

(10.8%), Netherlands – 5,561.5 mln $ (9.6%), Russia 

– 4,287.4 mln $ (7.4%). 

The State Statistics Committee reported that capital 

investments have positive dynamics as opposed to 

FDI.  

In 2013, yields level remained unchanged. Prime 

yields for Kyiv were approximately 12-12.5% for the 

office and retail segments and 11.0% for the 

warehouses market segment. In the Q1 2014 yields 

level decreased by approximately 0,5%. 

According to FRB, the total volume of the real 

estate investing in Ukraine in the second half of 

2013 amounted to approximately $30 mln in 

addition to $ 18 mln, which were registered in the 

first six months of the year. Yields level remained 

unchanged. The total real estate investments in 

2014 will potentially be in the diapason of  

100-250 mln. Investors’ interest to operating assets 

will be traditionally concentrated on retail and office 

segments, while interest in development 

opportunities, as in the past, will target the retail 

projects. 

The biggest investments in 2013 were: sale of  

1,000 sq.m office space for local Ukrainian company for own needs; DCH Company acquired the remaining 

50% of Hotel ‘Kharkiv Palace’ shares, the transaction is valued at $ 30 mln; Logistic Park East 1 (24,000 sq.m) 

was sold to retail operator ‘ATB’; Dragon Capital Investments Limited has sold a controlling stake in Nova 

Linia DIY chain to Epicenter group of companies. 
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OFFICE  

SUPPLY 

By the end of 2013 the total rented office space in 

Kiev was approximately 1,623,000 sq.m (GLA).  

 In the Q4 2013 new supply volume in Kyiv 

reached approximately 42,800 sq.m (GLA). 

In 2013, the total competitive new supply in Kyiv 

amounted to 131,100 sq.m (GLA). This figure is 

less in comparison with 2011 and 2012. 

As of start of 2014, 158,000 sq.m. scheduled to 

delivery, and it will result 9% increase of total 

office stock in Kiev. In Q1 2014 among major 

office building completed were IQ Business 

Center, BC ‘Ladoga’, BC ‘Sigma’. 23,400 sq.m were 

delivered to the market and 68,000 sq.m are built 

and wait for delivery to the market.  

The others office building scheduled to delivery are: 

 

PROJECT LOCATION GLA (SQ.M) DEVELOPER 
DEVELOPER’S 

COUNTRY OF ORIGIN 

BC City Gate (faze 1) NC-WB 16,000 City Capital Group Ukraine 

BC Vasilkivska st./ pr Ak. 

Glushkov 
NC-WB 13,000 ‘Rele Invest’ Ukraine 

BC Podi Prestige Podol 12,960 local developer Ukraine 

BC Verhniy Val st., 10 Podol 7,500 local developer Ukraine 

BC Shamrylo st. 7a NC-WB 6,700 ‘Georgiy’ Ukraine 

BC  Krasnoarmeyskaya st. 98 C 6,300 ‘VS Energy International’ Ukraine/Russia 

BC Smirnov-Lastochkina st., 28 Podol 5,500 local developer Ukraine 

BC Zoologichna st. 5/1 NC-WB 5,000 ‘Ludmilla Pharma’ Ukraine 

BC "Patriarch Hall" CBD 5,000 local developer Ukraine 

BTS SMART Office House NC-WB 2,400 Smart Development Ukraine 

BC Schorsa st. 36 Pechersk 27,280 ‘Zhilstroy’ Ukraine 

BC Leiptsigskaya st. 15a Pechersk 21,800 Merx Ukraine 

BC Spasskaya st., 26/14 Podol 9,350 ‘Perspectiva Residencia’ Ukraine 

BC "Domino" Podol 8,740 local developer Ukraine 
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Provided all office buildings announced for this period are completed on schedule, the total market supply 

will amounted approximately 1,814,000 sq.m. 

DEMAND 

In 2013, almost 163,000 sq.m was taken up by market tenants. But in Q1 2014 market demand was rather low 

due to economic and political situation. Gross take-up of competitive office space in Q1 was  

13,000 sq.m. The biggest part of the market transactions for office buildings scheduled to delivery in Q1 2014 

was made before the office buildings were completed  

The volume of new transactions was extremely low – only 6,100 sq.m, so tenants were not active enough. For 

comparison, in Q1 2013, more than 19,000 sq.m of office space was rented.  

The strongest demand for a competitive office space in Q1 of 2014 came from the foreign companies and 

retail sector. 

 

VACANCY AND RENTS 

In 2013 vacancy rates fluctuated at the level of 17-

18%. Traditionally, Class A has more vacant 

premises than Class B. The overall vacancy rates in 

Kiev at the end of Q1 2014 increased by 2% and 

reached 20%, driven by exceeding of new supply 

over take-up level.  

Vacancy rates in Kyiv are one of the highest in 

comparison with others European capitals. Given 

conservative macroeconomic forecasts, significant 

growth of demand for offices is not anticipated 

next year.  

During 2013, average monthly rents in quality 

retail schemes in Kyiv remained generally stable at 

USD 35 per sq.m for prime offices and USD 21 per 

sq.m for Class B. Due to increasing supply in the 

sector, prime rents of office spaces in the 

Ukrainian capital become a subject to some downward correction: Q1 2014 rents are 34 per sq.m. 

OUTLOOK 

In 2014, a significant volume of new supply is expected to be delivered to the Kyiv office market. Provided all 

office buildings announced for this period are completed on schedule, approximately 212,000 sq.m of new 

office space will be added to the market. 

Whereby, the market is expected to maintain its trend of expanding the share of Grade A office space in the 

overall stock, increasing from 20% in 2013 to 29% in 2014 and 2015.  

Within the next one and a half or two years, the vacancy level may increase due to the expected significant 

volume of new supply and relatively conservative economic forecasts. 

Rental rate dynamics in many aspects will be defined by the actions of developers of the major office projects 

announced for completion in 2014-2015.  
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RETAIL 

SUPPLY 

Kyiv, Dnipropetrovsk, Odessa, Kharkiv, Donetsk and 

Lviv are the largest cities of Ukraine, which attract 

special interest of trade networks, developers and 

investors, so, retail market has the best 

development in these regions. 

In late 2013, according to experts’ data, total 

existing modern retail stock in these six cities with 

cumulative official population over 8 million 

inhabitants exceeded 3.1 million sq.m (GLA), or on 

average 380 sq.m (GLA) per 1,000 inhabitants. This 

figure accounts for all major retail developments in 

the cities of or over 5,000 sq.m gross lettable area 

(including multi-tenant retail centres and ‘big box’ 

single-occupied developments). 

Total modern retail stock in Kyiv amounted to around 826,000 sq.m (GLA) in late 2013, or 300 sq.m (GLA) per 

1,000 inhabitants. The amount of new market supply reached 137,000 sq.m. 

At the end of Q1 2014 a lot of experts downward the projection of new supply volume from 415,000 sq.m to 

200,000 sq.m given to the complex politic and economic situation in the country. However, even this result 

would be record breaking and Kyiv market supply will gain totally 1,000,000 sq.m. In Q1, 2014 new shopping 

mall ‘Atmosphere’ was opened in Kiev, so 30,000 sq.m of retail space appeared on the market.  

DEMAND 

In 2013, growth rates of retail sales continued to 

decline, reaching 9.5% down as compared to 

15.0% in 2012. The demand for retail space in Kyiv 

was moderate. In the first months of 2014 retail 

sales were growing, but growth rates are lower, 

then in 2013. Retail sales in Kiev has grown by 7% 

and amounted 17.3 billion UAH.  

In 2013, a few major retailers left the Ukrainian 

market, including the UK fashion brand NEXT and 

the Russian department store retailer 

lady&gentlemen CITY, which closed operations in 

the country during the analysis period. The 

international DIY chain OBI is also known to have 

decided to stop operations in Ukraine. 

In 2014 X5 Retail Group, «Monarch» and ОВС 

announced exit from Ukrainian market.  
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But in the nearest future a lot of international retail operators should begin their operations in Ukraine: 

Violeta, Cortefiel, H&M, KIABI, Calzedonia, Sinsay, Lamoda, Bottega Verde, Mega Ice, Vapiano, Hard rock café, 

Radizio.  

VACANCY AND RENTS 

The share of vacant spaces in Kiev by the end of 

Q1 amounted at 5.6%. Such high level of vacancy 

was formed by two factors: the low occupancy of 

new retail real estate and the growth of vacancy in 

shopping malls which were in the center of 

political events in 2013 – beginning of 2014.  

Q1 2014 was a period to revise the terms and 

conditions of the standard lease contracts. There 

is a gradual decrease of consumer’s activity in 

Kiev, so retailers are forced to optimize their costs. 

Retail operators try to fix rents in hryvnas at the 

“old” exchange rate or set a rent calculation as 

percent of turnover. Average prime rents in 

shopping malls in 2013 fluctuated at $120-150 per sq.m/month, and in 2014 they dropped to $100 per 

sq.m/month. Street retail premises rents in 2013 were at the level of $250 per sq.m/month, but in Q1 2014 

fall to $230 per sqm/month. 

OUTLOOK 

Provided all shopping malls announced for this period are completed on schedule, approximately  

200,000 sq.m of new retail space will be added to the market, so new supply in 2014 will exceed by 46% new 

supply in 2013 (137,000 sq.m). 

Further development of retail real estate market will largely depend on economic and political situation in 

the country. 

Provided the timely completion of all scheduled shopping centres, the rents will probably face a downward 

pressure, backed by increased vacancy. Vacancy rates probably will rise slightly.  
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WAREHOUSING PROPERTY MARKET 

SUPPLY 

The new supply in Kyiv region increased by 

134,250 sq.m in 2013, especially in the first half of 

the year. In the next six months developer activity 

has decreased and there were no new offers, as 

well as in Q1 2014. An additional 148,600 sq.m of 

modern warehouse space is expected to be 

delivered to the market in 2014, which means a 

11% increase comparing to the 2013. 

So, the major existing projects on the market are 

the following:  

 

NAME LOCATION AREA,М2 YEAR OF COMPLETION 

Mirazh (1-4 phase) М-07 28,000 2007, 2008 

Prommash-Brovary М-01 13,600 2007, 2008 

Brokbusiness М-07 3,000 2007 

West Gate Logistic М-06 96,000 2008 

MLP-Chaika М-06 114,000 2008 

Customs Terminal М-05/М-06 7,800 2008 

Kopyliv Logistic Park М-06 27,000 2008 

Komodor М-06 59,500 2008 

BF Sklad (1-2 phase) М-03 72,000 2008, 2009 

Metal-Holding Kiev 5,800 2008 

Plazma Logistic М-03 21,600 2008 

Amos М-01 11,000 2008 

Avgust Plus М-07 7,000 2008 

ICT М-05/М-06 20,000 2008 

Olvita/URC М-03 8,500 2009 

Warehouse complex Kiev 5,000 2009 

Terminal Brovary М-01 49,200 2010 

YUTA-Service М-06 12,000 2010 

UKR DC М-05/М-06 19,500 2010 

Warehouse complex М-04/М-05 6,000 2010 

ABC Logistic Group М-05/М-06 11,000 2010 

Santa Frost Kiev 6,800 2010,2011 
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15 

2 

NAME LOCATION AREA,М2 YEAR OF COMPLETION 

Unilogic Park (2 phase) М-01 22,000 2011 

Arktika М-05/М-06 17,000 2011 

Technoyarmarok-1 М-07 12,000 2011 

Impeco М-07 8,400 2011 

Warehouse complex М-03 2,400 2011 

Amtel М-05/М-06 42,000 2011 

Logistic complex Schaslyve M-03 30,600 2012 

Industrial Park Krasylivka М-01 15,900 2012 

Logistic complex Petrivtsi Р-27 9,000 2012 

Transwest M-06 9,500 2012 

Terminal Vorzel М-07 12,000 2012 

Customs Terminal (2 phase) M-05/M-06 10,000 2013 

ICE BOX Kiev 5,100 2013 

SAN factory (1 phase) Kiev 10,000 2013 

Built to suit 

Kviza М-03 10,000 2007 

Biocon (1-3 phase) М-01/М-03 30,000 2008,2010 

Falbi М-05/М-06 12,000 2009 

ICE TERMINAL М-01 18,000 2009 

Raben (cross-dock) М-01 5,600 2009 

Reynaers Ukraine М-01 10,000 2009 

Technopolis М-01 21,000 2010 

Warehouse complex М-05 5,000 2011 

BF Sklad (3 phase) М-03 30,000 2011 

Logistic complex in Petrivske 

village 
М-05/М-06 9,400 2012 

Interpharm М-07 8,000 2013 

Techenergotrade М-01 100,000 2013 

* - FRB Research 

It is important to note the growth of ‘Built to suit projects popularity’, which means a way in which 

the developer or landlord builds to a tenant's specifications. Among the projects scheduled to deliver in 2014 

there are two ‘Built to suit projects’: ‘Raben-2’ and FM Logistic. This trend takes place due to the high cost of 

building - according to Knight Frank it amounted to 600 $ per m2 - and limited access to funding. These 

factors cumulatively lead to a slowdown in developers’ activity. 

NAME LOCATION AREA, SQ.M 
YEAR OF 

COMPLETION 
TYPE DEVELOPER 

SAN factory (2 phase) Kiev 7,000 2014 For open market 
Skyline 

development 

Refrigerated Logistics 

Center (RLC) 
М-01 62,000 2014 For open market Techenergotrade 

Raben-2 М-01 20,000 2014 Built to suit Raben Ukraine 

FM Logistic М-03 28,000 2014 Built to suit FM Logistic 

Terminal «Bucha» М-07 31600 2014 For open market Тechnoyarmarok 

* - FRB Research 

DEMAND 

The largest share in the overall demand structure 

is traditionally comprised by retailers and 

logistics service providers that primarily serve 

domestic and foreign trade in Ukraine. In 2013, 

gross take-up reached approximately  

260,000 sq.m, exceeding new supply by almost 

two-fold and maintaining the trend set in 2012 

(220,000 sq.m). 

One of the largest leasing transactions in the 
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history of Ukrainian industrial market was concluded in 2013: retail operator Fozzy Group signed the 

agreement for a lease of 100,000 sq.m of warehouse space in Techenergotrade logistics complex under a 

built-to-suit scheme.  

Also, there were two sales transactions in 2013: Logistic Park East 1 (24 000 sq.m) was sold to retail operator 

‘ATB’, logistics center ‘Kalynivka’ (15 500 sq.m) was sold to ‘Epicenter’. In Q1 2014 there was no data about 

new take-up on the market. 

VACANCY AND RENTS 

 Leasing activity exceeded new supply, which 

contributed to the decrease in the vacancy rate, 

which ended 2013 at 4%, down from 8% at the 

beginning of 2013. The vacancy levels in other 

regions is higher – nearly 20%. The exception is 

Odessa, which is preferable region for operators 

due to geographic position. Vacancy rates here are 

at the level of 10%. In Q1 2014 vacancy rates 

remained their fall and dropped to 3%. 

According to the experts, the market expects for 

further reduction of the vacancy rates given to a 

small supply of new space and a fairly large 

demand. 

Rents remained stable in the end of 2013 – Q1 

2014: 7$ per square meter for Western Bank of Dnipro river and $6 for Eastern Bank. Regional rents are at the 

lower level – 3.5-4.5 $. Odessa in exception again – rents level is 5.5 $.  

Also the market rents suffered from dollar fluctuations, because rents on contracts are mostly indicated in 

dollars. Therefore, weakening of the national currency has increased the payments for lease agreements in 

local currency.  

To date, the tenants are in negotiations with the landlords for possible mitigation of lease conditions and 

compromise solutions, trying to shift part of the foreign exchange difference on the landlord. 

OUTLOOK 

Given to the high cost of funding at the constant level of rents, developers’ activities become less efficient. 

So, the market does not expect significant growth of speculative development over the 2014-2015. New 

supply will therefore be driven by pre-lets (built-to-suit projects). 

In 2014, given that all announced projects are delivered on schedule, approximately 148,600 sq.m of new 

warehouse space will be added to the market. Under condition that the current leasing activity remains 

stable, there are certain expectations for rents growth and slight vacancy fall. 
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HOSPITALITY 

PROPOSAL 

Economic and political situation in Ukraine has a 

direct impact on tourist flows and on the hotel 

market as a whole. Hotel real estate market 

proposal is mainly presented in Kiev, and in the 

regional centres (such as Donetsk, Kharkiv and 

Lviv) and resort cities but to a lesser extent. 

Regional hotel real estate market in Ukraine is 

unsaturated, and therefore, it has significantly 

lower demand level in comparison with capital 

market. 

The level of activity on the market in recent times 

can be divided into the period before the political 

crisis, characterized by relative stability, and the 

period after the crisis, which has critically 

influenced on the hotel real estate market 

development. The last quarter of 2013 ended the period of ‘disappointed hopes’ about tourist flows growth. 

Thus, developer’s activity was low during 2013: there were 46 hotels opened (including 9 new and 29 

reconstructed objects), also in Kiev there were no new hotels and only several reconstructed buildings. Large 

hotel chains preferred to develop through existing hotels acquisitions.  

Q1 2014 was marked by opening of the Hilton Hotel Kyiv (5 stars), which became a part of the complex N -

Tower. The hotel has 270 rooms; the infrastructure includes a restaurant, bar, business centre, conference 

room. Thus, consider this renewal, the total market number of rooms in Kyiv in March 2014 amounted to 10 

102 rooms. That is why, share of luxury segment has slightly increased: approximately from 12 to 14% of the 

total hotel rooms’ supply in the capital. 

So, at the end of Q1 2014, the biggest completed hotels are the following: 

 

NAME LOCATION 
HOTEL ROOM 

CAPACITY 
STARS NUMBER OPENING 

InterContinental Kyiv 
2A, Velyka Zhytomyrska 

Str. 
272 5 2009 

Hyatt Regency Kiev 5, Ally Tarasovoi Str. 234 5 2007 

Premier Palace 
5-7/29, Tarasa 

Shevchenka Blvd. 
288 5 2001 (2005- reconstruction) 

Opera 
53, Bohdana 

Khmelnytskoho Str. 
137 5 2006 

Fairmont Grand Hotel Kyiv 
1A, Naberezhno-

Khreschatytska Str. 
258 5 2012 

Radisson Blu Hotel, Kyiv 22, Yaroslaviv Val Str. 255 4 2005 
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NAME LOCATION 
HOTEL ROOM 

CAPACITY 
STARS NUMBER OPENING 

Riviera 15, Sahaidachnoho Str. 79 4 2007 

Dnipro 1/2, Khreschatyk Str. 186 4 1998 

President Hotel 12, Hospitalna Str. 338 4 
1990, (2010-2012 

reconstruction) 

Natsionalnyi 5, Lypska Str. 78 4 2004 

Kyiv 26/1, Hrushevskoho Str. 187 4 2005 

Salyut 11B, Ivana Mazepy Str. 82 4 2008 

Cosmopolite 6, Vadyma Hetmana Str. 160 4 2011 

Radisson Blu Hotel, Kyiv 

Podil 
17-19, Bratska Str. 164 4 2012 

Holiday Inn Kiev 
70, Antonovycha 

(Horkoho) Str. 
208 4 2012 

CITYHOTEL 
56A, Bohdana 

Khmelnytskoho Str. 
87 4 2012 

Alfavito 35D, Predslavynska Str. 250 4 2012 

11 Mirrors 
34A, Bohdana 

Khmelnytskoho Str. 
49 4 2012 

Park Hotel Golosievo 87, Holosiivskyi Av. 53 4 2012 

Podol Plaza 7A, Kostiantynivska Str. 57 4 2007 

ibis Kiev Shevchenko 

Boulevard 

25, Tarasa Shevchenka 

Blvd. 
212 3 2011 

Ramada Encore Kiev 103, Stolychne Highway 322 3 2012 

* - FRB Research 

In 2014, the market is waiting for opening of the 3 star Park Inn hotel with 199 rooms and hotel under the 

French brand Sofitel (5 Stars) – it is going to 285 rooms. Other hotels will open in the 2015-2017. The 

majority of these building should be opened in 2013, but the opening dates have been postponed for 

various reasons. 

 

NAME LOCATION STARS NUMBER DEVELOPER OPERATOR 
HOTEL ROOM 

CAPACITY 
OPENING 

Renaissance 

Kiev Hotel 
Prorizna, 24/39 4 ISTIL Real Estate 

Marriott 

International 
173 February 2015 

Park Inn by 

Radisson Kyiv 

Troyitska 

Velyka 

Vasilkovska, 55 
3 ‘Smart Holding’ 

The Rezidor 

Hotel Group 
199 midyear 2014 

Sheraton Kiev 

Olympiysky 

Krasnoarmeiska, 

55 
4 

‘Building 

investing 

company ТМ’ 

(owner) 

Starwood Hotels 

& Resorts 

Worldwide, Inc. 

196 1 January 2016 

Aloft Kiev Esplanadna, 17 4 NA 

Starwood Hotels 

& Resorts 

Worldwide 

320 2015 

Sofitel Luteranskaа, 14в 5 ХХI century Accor SA 285 Autumn 2014 

Hotel 

Indigo/Staybrid

ge Suits 

Gorkogo, 44 4 JSC ‘Budinvest’ 
InterContinental 

Hotel Group 
240/80 1 H 2017 

* - FRB Research 

DEMAND 

About 45% of Kyiv and Ukraine visitors are non-

residents. In the last 5 years, this figure has been 

growing by 2-3 % per year. Therefore, the main 

factor that characterizes the demand on the hotel 

real estate market is the flow of foreign tourists, 

mostly in the business segment. According to the 

State Statistic Committee, in 2013 over 26 million 

of foreign tourists have visited Ukraine; it is nearly 

by 3 million visitors more than in 2012. However, 
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2013 

• Top-range segment - 50-55% 

• Mid-range sergment - 55-60% 

• New hotels - 40% 

1Q 2014 
• Kiev - 20% 

• Regional centers - 10% 

Q1 2014 showed a strong decrease of this indicator - many foreigners cancelled their trips to Ukraine driven 

by political instability and the escalation of military conflict with Russia. 

VACANCY 

The hotel market of Ukraine is usually characterized 

by the room occupancies reduction for the summer 

period, when business activity is minimal and there 

are a lot of vacant rooms in the capital hotels. In 

2013 there were no exceptions. Occupancy rates 

fluctuated in diapason of 50-55%, averagely – 51%, 

which is by 2% less than in 2012. 

However, the hotel market dynamics in the Q1 2014 

has showed changing trends: political instability has 

negatively affected the room occupancies in Kiev, so 

the occupancy rate did not exceeded 20%, while the 

seasonal rate is usually at least 50%. From the 

beginning of the year, the number of hotel visitors’ 

trips, both abroad and inside the country, has 

significantly reduced. 

PRICING (RENTAL RATES) 

Reduction of room occupancies and the increased competition in the market have led to the corresponding 

changes in the average daily rates (ADR) – it has fell by 20%. However, a significant currency fluctuations in 

2014, has nominally increased ADR at over 100%. In the all price-range segments ADR remained at a 

relatively stable level during October and November 2013. But with the aggravation of political situation and 

the reduction of occupancy ADR has declined in December and January. After that, prices in local currency 

have gone up again due to rise of euro exchange rate.  
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Rents at the end of Q1 2014 are the following: 

 

STARS UAH EUR 

3 1,150 77 

4 1,990 133 

5 5,500 365 

 

OUTLOOK 

According to the developers’ announcements, the total supply of hotel rooms in Kyiv may increase by more 

than 20% during 2014-2016. However, taking into consideration prior trend of postponing opening dates, 

this scenario might not take place. Ukraine remains in the end of the country list for room supply per 1,000 

visitors’ indicator.  

International and local developers maintain their interest in new hotel projects in the mid-range and 

economy segment. Most probably operators will develop through acquisitions, mergers and reconstruction 

of the already existing hotels.  

Hilton Kiev hotel that becomes operational will provoke certain expectations for further decrease in 

occupancy in the top-range price segment. The dynamics of this indicator will depend on the recovery rate of 

Ukraine’s economy and escalation of conflict with Russia.  

ADR rates tend to decrease given the rise of competitiveness and the absence of prerequisites for a growing 

demand. Potential future economy stabilization and a slight decline in foreign exchange rates will smooth 

ADR dynamics in local and international currency. 
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MARKET OF RESIDENTIAL REAL ESTATE 

SUPPLY 

The market position of residential real estate 

usually forms on the basis of class, status, 

location, uniqueness of concept, architecture, 

quality of the used materials, technology and 

many other factors. In this case, the existing 

"premium" and "business" classes devised very 

conventional. Typically, premium residential real 

estate is considered as new and renovated 

buildings with prime location, and neighboring 

buildings of the same class, a small number of 

apartments - 100 - but with a lot of area: 80-130 

square meters. Business class is mostly new 

buildings, with an area of apartments of at least 

50 square meters, and own complex’ 

infrastructure. Dynamic environment makes 

adjustments to the criteria conditions of life 

given to changes in lifestyle, the process of 

building. Thus, the location between the central 

business district streets does not include its 

borders expansion to Podol and Prermogy sq.; 

such newly prestigious residential neighborhoods 

like Obolonskie Lipki, Pecherskie Lipki, Goloseevo 

and others fall outside of the elite development 

zone. On closer examination, some of their 

specific and quality characteristics correspond to 

the ‘premium’ level, while their value is at 

‘business’ class supply level. 

So, business and historical center of Kyiv borders 

expansion is driven by Podil reconstruction, 

development in Obolon, Holosiyiv and other areas adjacent to the center, and forms a new look of prime 

location. Among them, the most preferable places to live, following the traditions of world culture, are those 

where historical heritage blends with modern comfortable conditions for everyday life. 

Apartment area has decreased significantly in all segments of the residential property given to trend of more 

rational buyers’ approach to the apartments choice. The most popular Kiev apartment complexes of 

"business" and "premium" class offered 50-60 sq.m apartments for 1-room flat, 70-85 sq.m for 2-room flat, 

100-130 sq.m for 3- room flat, 140-170 sq.m for 4 -room flat. 

Recently, a new category of property has appeared on the market – so-called "comfort" class, which is the 

interim option between economy and business classes. Today more than 10 % of market supply holds 
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oneself out as a "comfort" class apartment. Comfort class is apartments with good infrastructure, comfortable 

local area, interesting architecture, and at the same time with small apartments’ area, and price level below 

the business class. 

Also, Ukraine is increasingly goes up to the records of life "at the stars". As one building has earned the title 

of the highest skyscraper in the city - as next one has appeared. Below you can see the highest buildings in 

the country.  

 
  

 

7a Klovskiy Descent Silver Breeze Korona Kovcheg 

Kiev Kiev Kiev Kiev 

Klovskiy Descent, 7а Pavla Tichini, 3 Knyazii zaton Predslavinskaya st. 

47 floors 32 floors 38 floors 37 floors 

Residential Residential Residential Residential 

168 m 133,1 m 138 m 128 m 

 

 

PRICING AND RENTS 

The dynamics of residential real estate prices and 

rents are often driven by economic and market 

conditions. In 20 

13, Ukraine, Croatia and Greece were the weakest 

housing markets. Thus, house price index in Ukraine 

has dropped by 2.9% in 1Q 2014, as political tension 

and economic stagnation caused demand to wane. 

However, exchange rates fluctuations and volatility 

of financial markets result an increase in high-level 

residential real estate value as a pledging of 

investments security. Residential space that belongs 

to such category includes 82 Business and 

"premium class buildings. 

RENTAL MARKET 

APARTMENTS 

During 1Q 2013 rents for high-quality residential 

real estate have risen by 8-11%. Similar to 

residential sales, rents growth was driven by 

demand exceeding market supply. In the nearest 

future, prices and rents may continue to increase. At 

the same time, rents in “business” class property (as 

sale prices) has decreased by 2-5% as a result of 

deterioration in the business environment and 

reduction of housing compensation payments of 

the companies.  

The average rents in economy segment were $ 494, 

in business segment - $ 902, in premium segment - 

$ 3125. 1st quarter of the year for the nonce shows 

a negative trend of rental rates, however, this 

decrease is not significant – less than 1%. 

KNIGHT FRANK GLOBAL HOUSE PRICE INDEX 

 3-month % change (Q3 2013-Q4 2013 

Ukraine - 2,9 % 

Russia 0,5 % 

Germany 2,1 % 

United Kingdom 2,7% 

Global 1,2% 

4Q 2013 

 Short-term 

trends in 

rental prices 

Demand Supply 

Prime location    

Business class    

Medium - Low    

Second/Holiday 

home 

   

1Q 2014 

 Short-term 

trends in 

rental prices 

Demand Supply 

Prime location    

Business class    

Medium - Low    

Second/Holiday 

home 

   

-25

-20

-15

-10

-5

0

5

10

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q

2012 2013 2014

Prime Location Central Zone

Median Close Zone Median Zone

DYNAMICS OF RENTS' GROWTH RATE FOR APARTMENTS, 
% 



FIRST REALTY 

BROKERAGE 

MAY 2014  
 

 

18 

High-quality apartments locate mostly in Shevchenkovskiy, Pecherskiy and Podilskyi district. Average rents 

depend on number of rooms, furniture in place, quality of building and can fluctuate from 2,000 ti more than 

10,000 USD per month. 

AVERAGE RENTS ACCORDING TO THE DISTRICT RENTS AND NUMBER OF ROOMS (USD PER MONTH) 

 

1 BEDROOM 2 BEDROOMS 3 BEDROOMS 4 BEDROOMS 

Shevchenkovskiy and Pecherskiy districts (central parts) - new high 

quality buildings  
2000-2500 2500-3500 3500-5000 5000-10000 

Shevchenkovskiy and Pecherskiy districts, Podilskiy district and 

Goloseevskiy ditrict (central parts) 
1500-2200 2000-3300 3000-4500 4000-6000 

Shevchenkovskiy and Pecherskiy districts (not central parts) and 

Podilskiy district and Goloseevskiy ditrict (both central and non 

central parts) 

1000-1900 1800-2500 2400-3000 3000-5000 

 

HOUSES 

House rental market was rather passive currently given 

to economic and political situation in the country, and 

it is correspondently marks the level of rents.  

In “business” segment in 1q 2014 rents were average $ 

2338 per month and that is by 3,5% and 6,5% higher 

than in 2012 and 2013. From the first quarter of 2012 to 

the same period of 2014, the average rents in 

“premium” segment have increased by 11.4 % to $ 

7740 per month. 

SALES MARKET 

APARTMENTS 

During 2013 prices for apartments on primary market 

had mostly positive dynamics. The best growth was 

observed in prime and central locations. Similar to 

residential rents, sales growth was driven by demand 

exceeding market supply. In the nearest future, prices 

and rents may continue to increase. At the same time, 

sale prices in ‘business’ class property probably will 

decreased as a result of deterioration in the business 

environment.  

At the end of 2013 property prices were at the level of 

$ 2400-6000/sq.m for ‘premium’ class and $ 1200-

3600/sq.m for ‘business class’, $ 1200-1750 for 

‘economy class’.  

In 1Q 2014 prices had upward trend, but the average 

growth is less than 1%. The biggest growth in economy segment – 0,9%. 

HOUSES 

House market was rather passive currently given to economic and political situation in the country, and it is 

correspondently marks the level of prices. Fluctuation wasn’t significant and remain in the diapason of  

0-1,5%.  

 

 

 

THE AVARAGEPRICES FOR HOUSES AT THE END OF 2013, USD 

PER SQ.M 

Prime Location 3,184 

Median Close Zone 1,344 

Periphery Close Zone 1,103 

Periphery 1,358 
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DEMAND 

RENTAL MARKET 

Despite general reduction of rental market volume, during 2013 the share of transactions in high-

quality segment has risen by 4,3%. Amount of funds spent on premium objects lease took a 29% share of 

total rental spend.  

Structure of rented properties is the next one: apartments – 44,6%; houses -12,6%; commercial 

spaces – 42,6%. Pricing structure: 24 - 40 ths. UAH (3 - 5 ths. USD per month) - 55,9%; 40 - 56 ths. UAH (5-7 

ths. USD per month) - 22,6%; more than 56 ths. 

UAH (7 ths. USD per month) - 21,5%. 

According to analytics data, in January 2014 

the amount of funds spent on high-quality premises 

(>24 ths. UAH) lease was 690 ths. UAH. It is by 31% 

less in comparison with January 2013. The share of 

high-quality segment in total rental market volume 

was 6,4%. Apartments share was 53,3%, it includes 

3-room premises with 115 sq m area in Pecherskiy, 

Shevchenkivskiy, Golosiivskiy, Obolonskiy districts 

of the capital.  

In January leased high-quality houses were 

located in Obuhivskiy (Kozin, Lisniky), and Kievo-

Svyatoshinskom (Bucha) direction.  

SALES MARKET 

Capitalization of the funds invested in the real 

estate market during 2013 amounted to 4,613 mln 

UAH (576.7 mln USD), exceeding the previous year 

by 5.7%. 

The biggest share had apartments valued up to 

800,000 UAH (100,000 USD) - 53.8% (35% increase). 

Luxury real estate, valued at more than 300 

thousand dollars amounted only to 5.8 % of the 

total sale transactions. But the amount of the funds 

invested in this sector reached 120 mln USD, 

representing 20.8% of the total funds invested in 

the real estate market during the year. This 

indicator is higher than last year by 12%.   

OUTLOOK 

SUPPLY 

Along with the increasing requirements for quality of life, 

developers of high-end apartments are striving to ensure the most 

comfortable living conditions, via improving the apartments 

planning, developing infrastructure and services. The same is trying 

to offer landlords. 

DEMAND 

Tenants of high-end apartments, similar with high-end apartments’ 

buyers, increase demands for quality and level of objects while 

prices are stable. Geographically, demand tends to extend 

boundaries beyond the CBD. 

PRICES AND RENTS 

Against the background of overall market prices and rents decline, 

the price situation in the premium and business segments is more 

stable. The first one has a growth. With the stabilization of the 

economic and political situation in the country, it is possible to 

predict further increase of prices and rates. 

 

53,80% 

34% 

6,40% 
5,80% 

>100 ths. USD 100-200 ths. USD

200-300 ths. USD >300 ths. USD

PRICING STRUCTURE OF MERKET DEMAND IN 2013 

55,9% 

22,6% 

21,5% 
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MARKET DEMAND IN 1Q 2014 
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VADIM LIVSHYTS  

+38 (050) 310 1010 

Managing Partner  

Kiev, Ukraine 

v.livshyts@frbrokerage.net 

 

IRINA TRUNOVA  

(050) 356 4001 

Leading specialist of Valuation 

Department  

Kiev, Ukraine 

i.trunova@frbrokerage.net 

 

TATIANA KLIMENCHUK  

Head of Residential Department   

Kiev, Ukraine 

+38 (050) 489 30 30 

t.klimenchuk@frbrokerage.net 

 

 

NIKOLAY STRILYUK  

Consultant of Commercial Real 

Estate Department  

Kiev, Ukraine 

+38 (050) 410 63 54 

n.strilyuk@frbrokerage.net 

18/7, Kutuzova St., tel.: +380 44 459 70 69  

4th floor, office 408, fax: +380 44 459 06 09 

Kyiv, 01133, Ukraine office@frbrokerage.net 


