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In today's reality, when the world is in a state of uncertainty, trade between 

states is declining, unemployment is rising, state budget revenues are falling, while 

spending is rising, and economies are suffering huge losses due to the pandemic 

caused by COVID-19. The impact of fiscal risks on macroeconomic indicators and 

public debt management is a particularly relevant topic. 

Fiscal risks are factors that may lead to deviations of actual indicators of 

budget revenues and expenditures, public debt and budget deficit from the planned 

ones [1]. A slightly different interpretation of this concept is proposed in a book 

published by the World Bank, where fiscal risk is identified as a source of financial 

stress that the government may face in the future [2, p. 2]. According to the Budget 

Code of Ukraine, public finances are the most sensitive to such fiscal risks as: 

macroeconomic risks, risks associated with public debt and government-guaranteed 

debt, the activities of economic entities in the public sector, non-compliance with the 

privatization plan, financial sector, etc. 

Let's focus on two of the above types of fiscal risks: macroeconomic factors 

and factors related to public debt and their impact on key macroeconomic indicators, 

such as: GDP, unemployment, inflation, as well as revenues, budget expenditures and 

public debt. 

Among the macroeconomic factors that create risks of deviation of real data 

from forecasts, we can identify: inflation (deflationary) risk, currency risk, changes in 

the external environment, extension of quarantine and restrictive measures, negative 

changes in corporate profits, wage bill and foreign trade indicators. 
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Inflation and currency risks can affect macroeconomic indicators both 

negatively and positively because on the one hand higher inflation stimulates 

enterprises to increase production and, according to the Phillips curve, to reduce 

unemployment, while the devaluation of the national currency leads to an increase in 

exports, but on the other hand sharp fluctuations in the exchange rate and inflation do 

not inspire confidence in the country, so the inflow of foreign investment may 

decrease, and consequently the possible level of GDP may fall and it could 

potentially lead to higher unemployment rate. 

When it comes to fiscal risks associated with public debt management, the 

following types are distinguished in Ukraine: budget, currency, interest rate, 

refinancing risk and liquidity risk. 

As for the impact of budget risk, it can be realized in the event of an increase in 

the budget deficit from the planned, or failure to implement the plan for the 

privatization of state property. It can be assumed that in 2021 this risk will be 

moderate, as it is difficult to predict the duration of quarantine and restrictive 

measures, and their hypothetical impact on future budget revenues and expenditures. 

And this risk is significant not only in Ukraine, but in all countries of the world, 

because the coronavirus pandemic is a global problem. 

Currency risk affects the amount of debt denominated in foreign currencies. 

According to Table 1, at the end of 2019 the share of public debt in foreign currency 

was 64.9% and compared to some EU countries the risk is quite significant, as the 

amount of public debt is sensitive to changes in exchange rates and the external 

environment. While in Eurozone countries such as Slovakia, Germany and Greece, 

this risk is small, as the main borrowings consist of the euro currency. The Czech 

Republic and Poland do not belong to the Eurozone countries, so this risk is higher, 

but moderate. In 2021, currency risk in Ukraine will remain high, as according to the 

Ministry of Finance of Ukraine at the end of 2020 about 61% of public debt will be 

denominated in foreign currencies [3]. 
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Table 1 - Debt ratios of Ukraine and some EU countries as of 31.12 2019 
 

Ukraine Greece Germany 
Czech 

Republic 
Poland Slovakia 

The ratio of public debt to GDP 50,3% 180,5% 59,6% 30,2% 45,7% 48,5% 

Fitch credit rating В BB AAA AA- A- A 

The share of public debt in 

foreign currency 
64,9% 16,3% 23,5% 45,6% 42,9% 17,2% 

Sources: [4, 5] 

 

In the case of interest rate risk, an unpredictable change in the fixed rate affects 

the additional accrual of interest on loans, and hence the increase in total debt. The 

potential impact of interest rate risk can be assessed as low, as at the end of 2020, 

about 72% of Ukraine's public debt will be fixed-rate loans [3]. If we compare 

Ukraine with the EU, at the end of 2020 it is projected that loans from EU countries 

with a fixed rate will be from 77% to 92% [6], which is a low figure, and therefore 

the impact of interest rate risk in the EU will be even lower than in Ukraine. 

Liquidity risk affects the timeliness of public debt payments. According to the 

State Treasury Service of Ukraine, the balance of funds at the end of 2020 will allow 

payments to be made in 2021 on time [3], so the assessment of this type of risk can be 

classified as insignificant. Given the liquidity risk in the EU, according to the report 

of the European Fiscal Board, governments monitor this issue and predict that 

liquidity problems in 2021 are unforeseen, so the risk assessment is also low [6]. 

The refinancing risk affects public debt payments, as it provides for the 

possibility of reducing borrowing options sufficient to refinance debt at a favorable 

price. According to Table 1, Ukraine has a lower Fitch credit rating than Germany, 

the Czech Republic, Poland and Slovakia, so the refinancing risk in Ukraine is 

higher, despite the fact that, for example, the debt-to-GDP ratio is lower than in 

Germany. However, compared to Greece, despite the fact that Greece has a higher 

credit rating, the amount of debt exceeds 180% of GDP, so the refinancing risk in 

Greece is much higher than in Ukraine. Due to the negative impact of quarantine 

measures and the peak burden on debt payments in 2021, this risk can be classified as 

significant for Ukraine in 2021. 
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The study allows us to conclude the need for further research on this topic, 

which can offer an analysis of the dependence of macroeconomic indicators on risk 

factors, using methods of economic and mathematical modeling, including regression 

and correlation analysis. 
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