
We should ensure Ukraine’s succesful recovery and reconstruction, leading to eventually EU 

accession, since:

a) The Ukrainian people deserve this, after their huge sacri�ce shown through this con�ict;

b) The best future defence for Ukraine is ensuring that is has a strong economy, able to 

economically sustain its own defence and, in by so doing, the defence of Western Liberal 

Market Democray. We should remember that Ukraine is �ghting this war not only in its own 

defence but also our own.

c) The succesful recovery and reconstruction of Ukraine, building a vibrant strong and 

healthy economy will be a clarion call to Russia, and Russians that their model of imperialist 
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Further, I would argue that Putin invaded Ukraine because he could not stomach a succesful 
Ukraine, as a member of the Western world, as an example to Russia and for Russians. Our 
best chance of bringing positive change in Russia is delivering a succesful Ukraine.

Consequences of a Failed Ukrainian Reconstruction Effort?

It is perhaps also salient to reflect on the consequences of us getting this wrong, the results 
of which would be:

• Ukraine would be unable to defend itself, so ends up subject to further Russian attack in 
the future. And Europe’s security will suffer as a consequence;

• Risks to social and political stability in Ukraine itself as people ask what was the sacrifice 
for - note also here that, because of the war, Ukraine will be a major military power, awash 
with armaments, making the consequences of social and political unrest in Ukraine more 
worrying;

• Risks of huge out-migration from Ukraine to the rest of Europe, further stalling its economic 
development but also risking a social and political backlash in the rest of Europe.

• Russia wins - and it shows that violence and invasion pays, encouraging others to follow 
suit and making the world much less safe as a result.

The Scale of the Challenge Should Not Be Underestimated

However, while it is mission critical for European security to deliver a succesful recovery and 
reconstruction of Ukraine, the scale of the challenge should not be underestimated.

First there are the direct costs of the war, which will weigh on recovery including:

• Human costs - thousands of people have been killed and maimed, and out-migration 
of perhaps as many as ten million people from Ukraine, one quarter of the pre-war 
population. Many of these will not return, which will be a long run loss to the economy, 
and drag on longer term growth potential, especially the case as many of those who have 
left are the youngest, and most skilled/ talented;

• Huge damage to capital stock of the country - transport (airports, sea ports, roads, 
railways) and energy infrastructure destroyed and damaged, along with schools, health 
facilities. And the population who have migrated abroad will not return until this social 
infrastructure is rebuilt.

• Loss of productive capacity - mining and manufacturing facilities, particularly in the East 
of the country have been lost forever, including steel plants, coal mines, and large tracts 
of productive agricultural land left stricken with mines and unexploded ordinance;

• Economic costs - the last KSE/World Bank estimate put damage as of July 2022 at 
$349bn, but it may well have doubled since then, and might end up being closer to 
$1trillion, equivalent to more than five times Ukraine’s pre war GDP, and 2.5% of the 
combined GDP of Western Liberal Market Economies.
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• Financial impact - Ukraine has seen its public debtor debt ratios double to around 
100% of GDP, debt service has been suspended (as per August 2022 agreement with 
creditors), while talk of the need for further future debt treatment will preclude Ukraine’s 
early re-entry into international capital markets.

Second, let’s not forget that Ukraine’s pre war development lagged its regional peers: Polish, 
Russian and Ukrainian per capita GDP were all on par in 1991 at around $3k, but by 2013, 
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• Western tax payers - have already funded Ukraine’s defence to the tune of $100bn, but 
are our political systems robust enough to sustain funding recovery and reconstruction 
at this pace, with competiting longer term claims on tax payer dollars? Inevitably once the 
war fades with a peace, Ukraine will fall down the list of priorities for Western taxpayer 
spend.

• Western creditors - if the war ends at the end of 2023, Ukraine’s debt burden will have 
doubled to over 100% of GDP. Surely there is a good case for debt relief, but the burden 
will ultimately fall back on Western tax payers and pensioners - the largest creditors 
to Ukraine. Is this right when the war was not their fault, and where there is a store of 
frozen Russian assets to cover reconstruction costs? And if there is to be a restructuring 
of Ukraine’s debts how is this likely to impact on the timing of Ukraine’s re-entry onto 
international capital markets?

• Russia - should/can Russia be made to pay war reparations?

Russia has the ability to pay, with around $600bn+ in sovereign assets (half this sum frozen 
in Western jurisdictions), a low debt burden (20% of GDP) which could give it early market 
access after the war and the ability to borrow to fund reparations, and with energy exports of 
$250bn annually which could be taxed to fund reparations (see example of Iraqi reparations 
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from frozen assets, a tax on future export earnings, or perhaps future borrowings on 
international capital markets by Russia.

• Assuming no such peace agreement then legislation would need to be passed in Western 
jurisdictions to allow the transfer of these frozen assets to Ukraine.

• Allowing the use of proceeds from investment returns on frozen assets. We might need 
to think innovatively. For example, why just invest in USTs and Bunds? Why not in higher 
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• The right institutional setting - who is the best partner for foreign private capital? Herein 
should we be thinking of a Ukrainian ministry of reconstruction, a foreign MDB (EBRD) 
acting as a coordinator, or perhaps a joint G7-Ukrainian government owned sovereign 
wealth fund, perhaps part owned by the private sector (see recent Blackrock initiative, 
and my own AURA ideas as Appendix A below)? I would argue the latter for a range of 
reasons:

• 

• 

https://open.substack.com/pub/timothyash/p/ukraine-reconstruction-reparations?r=ynli4&utm_campaign=post&utm_medium=web
https://open.substack.com/pub/timothyash/p/make-russia-pay?r=ynli4&utm_campaign=post&utm_medium=web
https://timothyash.substack.com/p/sdr-reallocation-can-solve-ukraines?r=ynli4&utm_campaign=post&utm_medium=web
https://open.substack.com/pub/timothyash/p/the-ukraine-reconstruction-mandate?r=ynli4&utm_campaign=post&utm_medium=web
https://open.substack.com/pub/timothyash/p/allocate-frozen-russian-assets-to?r=ynli4&utm_campaign=post&utm_medium=web
https://open.substack.com/pub/timothyash/p/ukraine?r=ynli4&utm_campaign=post&utm_medium=web
https://open.substack.com/pub/timothyash/p/ukraine-how-to-pay-for-the-war?r=ynli4&utm_campaign=post&utm_medium=web
https://open.substack.com/pub/timothyash/p/ukraine-reconstruction?r=ynli4&utm_campaign=post&utm_medium=web
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similar economic success, and more political freedom and might contemplate regime change 
at home. Hence our best chance of stopping the threat from Russia is to ensure that Ukraine 
is successful and a positive role model for Russia itself.

All this said, a dose of realism is required, as the shear scale of Ukraine’s rebuild costs 
and likely rival spending pressures on taxpayer dollars, euros or pounds, means that other 
financing sources should be identified beyond the official sector. Yes, there will be roles for 
the multilaterals, the IMF, World Bank, et al, but they do not have the financial firepower or the 
specific mission for the role of rebuilding Ukraine as a bulwark for the West against Russian 
aggression. Nor are Western tax payers in a state to fund the scale of the financing required.

With the above constraints in mind, we need to think outside the box - even reinvent the box 
itself - to ensure success.

The first and most obvious source of Ukraine reconstruction costs should be frozen Russian 
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For many Western businesses, investment in Ukraine also provides an opportunity to improve 
their global image - some sullied by investments in Russia, and their slow move to exit their 
investments in Russia. Companies increasingly say that ESG is central to their business 
decisions. Helping Ukraine’s reconstruction, and the defence of Western Liberal Market 
Democracy in Ukraine should be the ultimate ESG play. Western big business should invest 
in Ukraine as it’s the right thing to do - to push back on fascism. It is their moment to show 
where they were when there was a need to stand up and be counted against a regime 
conducting war crimes and genocide?

And for those that are the target of social media campaigns calling them out for their 
investments in Russia, how better to rebuild sullied brands than than by signing up to pledge 
funds to Ukraine’s reconstruction?

The Moral Rating Agency recently identified some of those that could do better, and could 
help assuage their consciences by investing in Ukraine.

See https://moralratingagency.org

We should be ambitious here, and perhaps assume a one third each split between Western 
official sector support, draw down of frozen Russian assets, and private sector involvement. 
But we should be thinking of sums of the order of $300-400bn to be pledged by the private 
sector. Put differently, this is the scale of support that is required to make Ukraine successful. 
And remember that this is an investment in our own defence.

But how can Western big business help?

We would hope that Western banks and corporates understand the importance of Ukraine’s 
succesful reconstruction - the message that will send about the durability of our system of 
Western Liberal Market Democracy.

Long term investment pledges

Thinking of the practicalities, this might well take the form of big banks and corporations 
making pledges to Ukraine’s reconstruction over the next ten years, once the war ends. It’s 
not difficult to imagine the West’s largest banks (JPM, GS, MS, BAML, Citibank, HSBC, 
Jefferies, Barclays, BNP, Soc Gen, DB, Commerzbank, Nomura, Danska, Swedbank, 
Santander, Halifax-BOS, RBC, BOM, et al, but that’s $20bn already) pledging $1bn each 
to finance Ukraine’s reconstruction - small change relative to the size of their balance sheets. 
This does not have to be towards meeting the country’s immediate budget financing needs 
but could be pledged to finance or co finance long term bankable projects put together 
by IFIs, Western governments in partnership with the government of Ukraine. They will be 
making a long run commitment to Ukraine. That’s the point. It shows commitment, and will 
encourage others to follow. It will build momentum.

Investment pledges should not be limited to the financial sector, but sector should as 
defence, IT, infrastructure, communications should all have a huge interest in pledging to 
support Ukraine’s reconstruction.

The reality is that Ukraine will be a front line state in the West’s defence for years to come. The 
West and Ukraine will make huge investments into its defence sector - likely totally hundreds of 

https://moralratingagency.org
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project will aim to join up all the dots, to deliver rapid and meaningful economic development 
in Ukraine as the best foil to Russian aggression towards Ukraine and the West.

Rather like entities like the EBRD, AURA will be owned by a group of shareholders, likely 
to be the Western nations initially pledging support to Ukraine, but also Ukraine. One could 
imagine majority ownership being held in trust by donor countries, until some point in time (ten 
years hence?) when the entities’ ownership fully reverts to Ukraine - and likely by then it will 
function rather like a sovereign wealth fund. Initial Western ownership will encourage good 
governance, credibility and trust, key to generating and multiplying investment into Ukraine. 
It will have a board of directors nominated by shareholders, an Executive Management team, 
and a cadre of professionals working to identify financing sources, identify and develop 
bankable projects, develop debt and equity financing models and vehicles, provide research, 
but also help promote an improved, international best practice business environment in 
Ukraine, which will act as a beacon for private sector investment.

Because it will likely emerge as the biggest investor in Ukraine, it will have leverage to push 
forward change in the business and legal environment, required to provide the multiplier 
effect for private sector investment to flourish.

Debt & equity financing

The precence of AURA be a key partner of and assurance for private sector investors in 
Ukraine. It will be their partner in investments, obligor for potential fund raising, and lobbyist 
for reform and agent for change and transformation in Ukraine.

One could imagine AURA issuing its own debt, perhaps initially guaranteed by shareholders 
(Western donors).

Going back to the private sector, AURA, and think of fee/funding structures one might be the 
issuance by AURA of long term (30-50 year) sovereign/reconstruction PIK bonds, say offering 
a 4% coupon but with NPV loss equivalent to direct aid. Foreign investors will, for example, 
pay $60m as their “pledge but can only sell at $10m in the secondary market, so their initial 
contribution will be the $50m. The funds raised could provide the initial start up capital for AURA.

AURA can be an equity investor in investments, rather as sovereign wealth funds do 
throughout the world, and as per development banks such as the EBRD.

Could one even imagine the private sector being offered an equity stake in AURA itself? If 
AURA is ultimately being developed as a sovereign wealth fund, managing assets of Ukraine 
on behalf of the state, how about earmarking 10-20% of the long term ownership of AURA, 
for big private sector entities, such as Blackstone, Blackrock, JPM, et al. They would pay/buy 
a stake up front, but get a seat in the board, and be seen as a long term partner for Ukraine. 
If we can think of ultimately a $1 trillion fund, an initial 10% stake could be auctioned with 
a reserve price set in the $10-50bn range, in upfront cash. For such a commitment you are 
getting a seat in the board, an eye/input into the country’s long term development, and an 
ability to be involved in the best projects going forward. Think of it as premium membership 
in the Ukrainian recovery and success story. Imagine the positive ESG spin.


