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Ukraine today and tomorrow: The only way is up! 
 

Below is number of reports from Ukrainian Business News, the daily reporting news 

email by James Brooke formerly of the New York Times and Bloomberg Moscow 

Bureau Chief. 

 

Finally the entrance to the Ukrainian market of these iconic international brands is a 

clear indicator of the positive direction of the Ukrainian economy and its politics. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

IKEA’s announcement in Kyiv on Wednesday that it will open its first Ukraine 

store in Kyiv’s expanded Ocean Plaza is being hailed as a vote of confidence in 

Ukraine’s improved investment climate. Stefan Vanoverbeke, a Belgian who is 

IKEA’s regional executive, said Wednesday after meeting President Poroshenko: "It's 

the right moment for IKEA to be here, when we look at the business climate and the 

opportunities." Poroshenko was more ebullient. He tweeted: “IKEA is coming to 

Ukraine!” Then, he told reporters: “The investment boom that is taking place today is 

a bright sign of confidence in Ukraine by global investors." 

 

Analysts focus on IKEA’s squeaky clean image and its two previous attempts 

to enter Ukraine over the last 13 years. Iryna Gerashchenko, first deputy Rada 

speaker, writes on Facebook: “The arrival of the Scandinavians in our market is a 

good signal for other investors. I hope all anti-corruptionists will welcome the arrival of 

the investor publicly, as a real result of our joint efforts in building a transparent 

economy, a free market, fighting corruption and bribes." Concorde Capital’s Zenon 

Zawada writes: “For a decade now, IKEA has been for Ukrainians a barometer of 

Western integration and fighting corruption, particularly since it developed a 

reputation of refusing to abide by any corrupt practices. So when the first store opens 

in several months, it will be celebrated (particularly by politicians) as Ukraine’s latest 

success in Western integration.” 
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The Saudi buyers of Mriya Agro plan to invest $150 million over the next two 

years to make the western Ukraine farming giant “world class,” according to 

Mark Laird, the British general manager of Salic’s current Ukraine unit, Continental 

Farmers Group. Laird, whose farming territory now quadruples to 210,000 hectares, 

says Salic will invest in new equipment, infrastructure, agricultural technology and 

consolidation of farm land leases “to build the combined Mriya and CFG operations 

into a world class farming operation.” In a press statement, Khalid Alabudi, head of 

SALIC UK, said: "Our subsidiary CFG has been successfully operating in Ukraine 

since 2006, processing 45,000 hectares in the Lviv and Ternopil regions... [The 

Mriya] investment will ensure long-term profitability of this remarkable asset." 

 

The investment by Salic is “the largest purchase in the agricultural sector in the 

history of independent Ukraine, ”President Poroshenko said on Ukraine TV Wednesday. 

The price has not been made public, but the president said it was ‘hundreds of millions of 

dollars.” The Financial Times put the price at $242 million. In a nation where farmland sales 

are banned and fear is high of foreigners grabbing the fabled ‘black earth,’ Poroshenko told 

Ukrainians of the farm purchase by a subsidiary of the Public Investment Fund of Saudi 

Arabia: “This contract does not mean buying Ukrainian land. It means buying Ukrainian 

assets, raising the level of investment in the Ukrainian agrarian complex, and raising the level 

of technologies that are now coming to Ukraine. 

Germany’s Bayer opened a $200-million seed production plant Wednesday in 

Puchuik, Zhytomyr region, 100 km southwest of Kyiv. Plant construction was started 

by an American company, Monsanto, but in June, Monsanto was acquired by Bayer. 
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London’s Financial Times posted a special report Wednesday – “Investing in 

Ukraine.” “In spite of the conflict in the south-eastern Donbas region, economic growth 

is slowly picking up, and investment — though still below the level the country needs — 

is starting to flow,” reads the intro to the 8-story issue, reported largely by Roman 

Olearchyk, the FT’s resident reporter in Kyiv. Headlines include: “From healthcare to 

property, liberalization is taking hold in the country;” “Car parts manufacturing is 

thriving, but many workers have left” and “Tech entrepreneurs see Ukraine as future IT 

leader.” 

Employing some 3,200 people, the Zhytomyr assembly line is Kromberg & 
Schubert’s second in Ukraine, where dozens of global companies in the labour-
intensive business have aggressively expanded in past years. Attracted by low monthly 
salaries of $300 to $500, global auto wiring companies including Leoni, Fujikura and 
Yazaki have shifted production to Ukraine from central and eastern European countries 
where costs have increased. 

French auto group Renault has confirmed it is in discussions to launch an assembly 

line in Ukraine. 

Sweden’s H&M opened first store in Kyiv in August and plans to open the second 

store in October. 

 

France’s Decathlon, the world’s largest sporting goods retailer, plans to open its 

first store in Ukraine in the first quarter of next year , UNIAN reports. With 1,414 

stores in 45 countries, Decathlon has chosen a site near Pochaina metro station, near 

Obolon, on the Blue Line. Decathlon follows other major global retailers into Ukraine.  

 

Auchan Retail Ukraine, part of France’s Auchan Holding, in July 2018 opened 

first proximity store under the My Auchan brand in Ukraine, with Click and Collect 

points installed. Auchan continues its expansion into Ukraine. Now the company having 

22 hypermarkets and superstore formats goes to proximity store format under the My 

Auchan brand. 
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Radisson Hotel Group would like to double its hotels in Ukraine in five years, to 

10 hotels in five cities, says Jesper Henriksen, Kyiv director for Radisson Hotel 

Group. In addition to its four hotels in Ukraine, Radisson plans to open a 200-room 

hotel in Odesa on Primorsky Boulevard by 2022. “We want to be in Lviv, in Kharkiv, 

and to have two or three more hotels in Kyiv,” Henriksen, a veteran hotel manager for 

Radisson, tells the Morning News. In Kyiv, the most profitable path, he says, will be to 

take over existing, locally managed mid-market hotels. With Wizz Air and now Ryanair 

offering direct flights from EU capitals, Henriksen, a Dane, says the city government 

should market Kyiv as a 48-hour ‘city break’ weekend destination. The Radisson Blu’s 

clientele is 80% business, leaving weekend occupancies low. 

Spain’s Acciona Energía has started construction of a $64 million, 57MW solar 

energy station in Velyka Dymerka, about 50 km northeast of Kyiv. Spreading over 92 

hectares, the three solar farms constitute an expansion of a 6 MW station built at the 

site by UDP Renewables, part of Vasily Khmelnitsky’s UFuture Group. 

Norway’s NBT plans to develop nearly $2 billion worth of wind farms, 
generating 1.1 gigawatt of power, Joar Viken, CEO of the Oslo-based company, 
said Thursday at a signing ceremony in Kyiv. With President Poroshenko present, 
Viken said: “The business climate in Ukraine has visibly improved in recent years, 
and our decision to enter the Ukrainian market is based on the progress the country 
has been making.” 

Norway's Scartec Solar ASA are to start construction this year of 2 solar 
projects to produce 83MW in the Cherkasy region at a cost of €85m. 

Norway’s Scatec Solar has partnered with Kyiv’s Rengy Development to build 
three solar plants in Mykolaiv region with a total electricity generating capacity of 
47 MW, Scatec reports from Oslo. Construction for the EUR 52 million project is to 
start this year, with commissioning in 2019. Assuming that Scatec and Rengy beat 
the Dec. 31, 2019 deadline to get the ‘green tariff,’ Scatec will 130 MW of projects 
under Ukraine’s lucrative feed in tariff. Scatec CEO Raymond Carlsen said after 
signing the agreement in Kyiv earlier this week: “We see continued strong 
commitment by the Ukrainian government to secure growth of clean energy in the 
country.” 

With the IMF team scheduled to fly out of Kyiv on Wednesday, negotiators are 
working to hammer out a new 18-month standby deal that would replace the current 
$17.5 billion assistance program. 
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It is time to invest in Ukraine and here are our current investment 
opportunities across several sectors of Ukrainian real estate based 

on our 26 years of operational experience in Ukraine 
___________________________________________________________________________ 

 

No. 1 property investment opportunity: Office / Retail building 

An office acquisition / development opportunity on a facade site in a popular 
commercial district of central Kyiv offering a potential yield of 29% over 5 years. 

Stage 1 
Total area of the current building is 3,600 sq.m of space over 5 floors + mansard. 
Completely renovated in 2014 and fully leased out since 2015. 
However there is an opportunity here as the current rental rates are under the market 
rate for this standard and location of premises because the property is owned and 
operated by non-professional real estate managers which do not monitor current 
market rental rates. Thus the rents could be increased by an average of more than 
50% in the short term as all tenants are on short leases. This offers the potential to 
increase 5 year average operational yields to over 11%. 

Stage 2 
Behind the existing building there is space to construct an additional 5,000 sq.m office 
space at an approximate cost of $950 per sq.m during 2 years from acquisition. So 
from the start of year 3 with a rental rate of $21.2 per sq.m of office premises the 
existing premises plus the extension produce a yield of over 17%. 

Stage 3 
If it was decided to sell the property at the end of year 5 the combined average yield 
per annum for stages 1 and 2 should achieve a yield of 29%. 

 

Estimated investment required: $11,800,000 

Estimated total income: $29,400,000 

Estimated average annual yield from selling the property at 5 years: 29% 
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No. 2 property investment opportunity: an Office Business Park 

An office business park development opportunity in Kyiv close to a metro station in a 
location with excellent transportation accessibility offering a potential yield 25% pa over 
5 years. 

The 1.54 ha flat land plot with proper zoning for such development in a location ideally 
suitable for building an office business park of 25,000 to 30,000 sq.m with a sufficient 
number of parking places makes for a potentially highly rewarding investment 
opportunity. The future project has excellent accessibility from both the right and the 
left banks of the Dnipro River and with a 9 min walk to a metro station, 7 min walk to a 
suburban electric tram station and public transport stops. 

The highest and best use analysis shows a business park project as the best option for 
this location taking into consideration current market analysis, competition and the 
existing infrastructure in this location. 

The 0 to 5% vacancy level in Kyiv's office business parks and the large floor spaces 
deficit on the current office premises market provides a great opportunity for specifically 
targeting fast growing IT-companies. 

The possible annual rental yield when the project is fully leased out is forecasted at a 
level of 20%. When the project is sold after 5 years on an annual yield of over 12% 
based on the then rental rates the property value would in all likelihood have almost 
doubled. This would equate to a composite annual yield of 25%+. 

 

Estimated investment required: $32,400,000 

Estimated income during the 5 years until exit: $74,000,000 

Estimated 5 year average annual yield with selling the property on exit: 25% 

 
___________________________________________________________________________ 
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No. 3 property investment opportunity: an Apartment Building 

An apartment building investment opportunity in a residential area of Kyiv promises a 
potential annual yield of 25%+ over 5 years. 

The Kyiv residential housing market. 

There is a particular section of the Kyiv residential market that offers particularly 
interesting investment returns.  

According to Pickard's residential manager Julia Olshevska the rental prices for smaller 
(one to two rooms) apartments in the suburban areas of Kyiv have doubled in the past 
2 years and although increases at this rate are not expected to continue rents will 
surely continue to grow at double digit percentages for a few more years. 

The reasons for this are: 1) demand from younger people 2) the influx to Kyiv from 
around Ukraine 3) the expense and low availability of mortgages and 4) the continued 
practice of developers to offer apartments in a 'shell and core' condition that requires 
substantial incremental expenses to actually make the apartments habitable. 

Currently while rents have and will continue to increase the purchase costs have 
changed little due to the factors described above in 3) and 4). 

This offers investors potential yields in year 1 of in excess of 10% and which will 
potentially increase by over 10% per annum going forward. 

However if the economy continues to improve as is forecasted by the National Bank of 
Ukraine, IMF and the World Bank it is very likely that property prices will also rise. It is 
highly doubtful if they will recover to pre-crisis levels but a doubling in 5 years will still 
leave prices at approximately 60 to 70% of their pre-crisis levels! 

This forecast is further strengthened by the likelihood of residential mortgages 
becoming cheaper and more available as the economy improves and we know that 
mortgage availability can have a dramatic effect on house prices. 

So with a constantly increasing yield from year 1 of 10% and the potential for 
apartment prices to double in 5 years we believe this to be a very special investment 
opportunity. 

A sample costed investment opportunity is outlined below. 

The acquisition of a 9-floor apartment building close to the final stage of completion in 
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one of the suburban residential areas of the Ukrainian capital. 

There are 56 of the most popular 1 and 2 room apartments in the building in 60/40 
proportion which are the most in demand for tenants to lease. 
 
The current monthly rental rates promise a 5 year average annual rental yield starting 
from 10% and potentially increasing by 8.5% per annum up to 14% in year 5. 
 
Our proposal envisages selling these fully fitted and habitable apartments in year 5 
when we are forecasting mortgages will be more affordable with the consequence that 
residential prices could have doubled thus giving a potential yield over 5 years in 
excess of 25% pa. 
 
In the worst case the apartments continue to be leased out at an annual yield of up to 
15% until sale prices do improve. 
 

Estimated total investment required: $2,600,000 

Estimated income up to exit in year 5: $5,900,000 

Estimated 5 year average annual yield with selling the property on exit: 25% 

 

The calculation above is based upon: 

 Shell & core acquisition cost: $500 per sq.m 

 Fit out & furniture cost: $400 per sq.m 

 1 room apartment first year rent: $350 per month * 

 2 room apartment first year rent: $450 per month * 

 1 room apartment sale price in year 6: $1,700 per sq.m * 

 2 room apartment sale price in year 6: $1,500 per sq.m * 

* As the rental rates and selling price will be payable in local currency Ukrainian 
Hryvnia (UAH), the achievable rent levels and final sale price in USD will probably vary 
according to the UAH / USD exchange rate. However economic indicators show that 
the Ukrainian Hryvnia is possibly one of the most undervalued European currencies 

 
___________________________________________________________________________ 
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No. 4 investment opportunity: international hotels 
 
We have been engaged by a major international hotel operator to establish up to 5 
incremental hotels across Ukraine's principal cities with Lviv being the first priority. 
 
The opportunity is for a new build or the rebranding and refurbishment of an existing 
suitable property in the right location. 
For a suitable project we are able to offer the possibility of low cost funding for up to 
50% of the project cost. 
 

___________________________________________________________________________ 

 
No. 5 property investment opportunity: agriculture 
 
The Government has announced that the now quite old moratorium on the sale of 
agricultural land will finally end early in 2019 and this time it will probably happen 
because; it is one of the preconditions placed on the Government by the IMF and other 
international lenders if financial support is to continue plus it is considered a violation of 
the owners human rights under law. 
 
However there are sure to be limitations on the acquisition rights of non-Ukrainian 
entities for a number of years just like Poland. But this restriction should not stop 
international investment groups from considering such investments as the potential 
yields per annum can be exciting. 
 
Although freehold acquisition of agricultural land may not be possible for a few years 
for foreign entities it is possible to buy agricultural holdings that have lease rights on 
such land and these lease rights can be on holdings from 200 hectares to many 
thousands often with preferential rights for acquisition from the lessee. And with the 
World Bank forecasting that agricultural land prices could triple in a relatively short time 
such acquisitions continue to be of interest. 
 
Plus the Ukrainian Government recently stated that agriculture is one of the most 
profitable sector of the Ukrainian economy possibly partly due to exports to the EU 
growing by tens of % due to the Free Trade Agreement. 
 
With agriculture achieving yields in excess of 20% per annum from year 2 of acquisition 
combined with a probable strong increase in land prices in short to medium term yields 
in excess of 30% per annum could be achievable. 
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Warning 

Our proposals for investment opportunities in Ukraine are based on Pickard's 
experience of the Ukrainian real estate market during our 26 years from 1992 and 
having successfully survived revolutions and economic crises during these years. 

Finally there is genuine feeling of optimism in the country and that “things can only get 
better”; an optimism which has some real facts to justify it: 

 largely broken from the Soviet and then Russian way of running the country for 
the benefit of a few largely corrupt oligarchs 

 signed the Free Trade Agreement with the European Union 

 actually heading for energy independence in the near future 
 

Of course as with any economic forecasts there remain some risks: 

 a political reversal 

 invasion by Russia 

 the whole world goes crazy with authoritarian and populist leaders 
However these risks are factors not only facing Ukraine but the world as a whole, 
factors for which investors must draw their own conclusions. We believe that the 
potential yields offered by these investments sufficiently offset these risk factors. 

 
 
 

For further information please contact Mr. Terry Pickard by e-mail: 
 

terry@pickard.com.ua 
 

 

Pickard Real Estate 
9, Prorizna Street, office 20, 
Kyiv 01001, Ukraine 
 
Phone: +380 44 278 0002 
Fax:  +380 44 278 7577 

www.pickard.com.ua  
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