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Anomayia. Y cmammi po3enfioaiomsca 0coOIU80CMi YiHOYMBOPEHHS HA PUHKY HEPYXOMOCHI 8 YKpaini, AKomy
NPUMAMAHHUL BUCOKUL PiGeHb HesusHauenocmi. Memoio cmammi € 00caiddicenHs npobiem ma HACAIOKI6 YiHOYMBOPeHHs.
HA PUHKY HepyXoMocmi 6 ymoeax HesusHauenocmi 6 Yxpaiui. Ilocmaenena ¢ cmammi mema 6Oyia Odocaenyma 3d
00nomo2010 Memooig IHOYKYii, 0edyKyii, y3a2aibHeHHs md Memoody CUCMEMHO20 ananizy. Y cmammi 0ocniodcero
Gakmopu, wo 6nauearmv HA YIHOYMEOPEHHA HA KEapmupu, Maxi K 63aeMOo0is Midc NONUmMoM ma NPpono3uyicro,
NCUXONIO02IYHI (hakmopu, npoyenmui CMaAeKU, INOMEYHi CMABKU ma 306HIWMHI NOOii, Maki K namoemiss ma GillHa.
Hanpuxaao, nanoemisn Covid-19 npuseena 00 3HudicenHs nOnumy Ha HCUMIO, OCOOAUBO 6 MICMax, Oe piéeHb
3axeoprosanocmi 6y6 Hausuwum. Bilinu ma KOH@IIKmMU He2amueHo 6NAUBAIOMY HA 2ATTY3b HEPYXOMOCH, CHPULUHAIOYU
PYUHysanus, 3a2ubens mooell, eKOHOMIuKY ma nommuuny Hecmabitbhicms. Hesusnauenicmo i pusuxosani o6cmagunu
4acmo IMyuyoms arooetl 8iokaadamu onepayii 3 Hepyxomicmio. Yrpaincovki degenonepu 8iouysaoms 3HAUHI MpyOHOWI,
no6'a3ani 3 6iliH0I0, SAKI NPOAGIAIOMBCS @ MOMY, WO NOKYAYI 3amMPUMYIOmMb HO2AUIEHHS KDeOUMmi6, NPUNUHAIOMb Pe2yIApHI
naamedici ma He NOCHIWAOMb IHeecmygamu 6 Ho6i 0OydisenvHi npoexmu. Ineecmopu cmaromes obepedxcHumu ma
VHUKAIOMb THEECMUYILL 8 HepyXOMICMb, SIKA MOJCe 8Mpamumu 6 Yini nicis 3a6epuieHHsl 8OEHH020 KOoHpaikmy. Ak
HACTIOOK, YiHU HA KEAPMUPU SHUNCYIOMbCA, d NPOOAdXC IX CmAe CKAAOHTUWUM. ABMOpU NPUNYCKarmsb, Wo epexmueHum
yinosumu cmpameziamu 01 NPOOAGYi6 HEPyXOMOCMI € GCMAHOBNEHHs KOHKYPEHMOCHPOMOICHOI YiHu abo HAOaHHs
000amKo8ux eaparmitl. Y cmammi maxoic HagoO0AmMuvCs NPUKIAOU MO20, K HA PUHOK HEPYXOMOCI 8NIUHYIA NAHOeMIs
KOpoHagipycy ma 6iliHa 8 Yxpaini. Aemopu niokpeciiornms 8axciusicms po3yMiHHA ma YNPAGIiHHA HeBU3HAYEHICINIO 8
YIHOYMBOPEHHI HepyXoMocmi 0N NPUUHAMMs 0OTPYHMOBaHUX piuenb. Cmamms micmums OaHi ma CMAMUCTIUYHY
iHghopmayito 3 PisHUX Odcepen MAaKux, K YKPAiHCLKI nopmanu Hepyxomocmi ma [lepicasna criyicoba cmamucmuxu
Yrpainu.

Knrwouoei cnosa: yinoymeopenHs, puHoK HepyxoMOCmi, HeGUSHAUEHICTNb, MAPKEMUH206a YiHO8A cmpamezis.

Dopmynu: 0, puc.: 5, maoan.: 0, 6ion: 16

Abstract. The article examines the pricing peculiarities of the real estate market in Ukraine, which is subject to
high uncertainty. The purpose of the article is to investigate the issues and consequences of pricing in the real estate
market when faced with uncertainty in Ukraine. The purpose set in the article was achieved using methods of induction,
deduction, generalization, and system analysis method. The article explores the factors that influence the pricing of real
estate for apartments, such as interplay between supply and demand, psychological factors, interest rates, mortgage rates
and external events like pandemic and war. For example, the Covid-19 pandemic has led to a decline in the demand for
housing, particularly in the cities where the rate of illness was highest. War and conflicts have an adverse effect on the
real estate industry, causing destruction, loss of life, and economic and political instability. Uncertainty and risky
circumstances often cause people to delay their real estate transactions. Ukrainian property developers are experiencing
hard difficulties dealing with war that manifest themselves in resulting buyers delaying loan repayments, stopping regular
payments, and hesitating to invest in new construction projects. Investors become cautious and avoid real estate
investments that may decrease in value after the war conflict ends. As a result, apartment prices decrease, and it becomes
more difficult to sell them. The authors suggest that effective pricing strategies for real estate sellers include setting a
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competitive price or offering additional guarantees. The article also provides examples of how the real estate market has
been affected by the coronavirus pandemic and the war in Ukraine. The authors emphasize the importance of
understanding and managing uncertainty in real estate pricing to make sound decisions aligned with goals and values.
The article includes data and statistics from various sources, such as Ukrainian real estate portals and the State Statistics

Service of Ukraine.

Keywords: pricing, real estate market, uncertainty, marketing pricing strategy.
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Problem statement. Real estate as a
commodity has specific characteristics that
determine its value to the consumer, such as
the area, type, number of floors and age of the
building, the area of the city, the availability of
developed  transportation and  social
infrastructure, green parks around the house,
etc. The characteristics of these real estate
attributes shape the consumer utility and
determine its economic value, which can
measure through the price.

The real estate market contributes
significantly to GDP. Additionally, affordable
real estate prices enhance citizens' quality of
life and improve firms' production capabilities.
However, fluctuations in real estate prices
increase uncertainty and may delay people's
and companies' decisions to purchase property.

Purpose of the article. The aim of the
study is to analyze the challenges and
implications of pricing real estate market in
uncertain conditions in Ukraine.

Literature review. Jurado et al. [1]
systemized that at a general level, uncertainty
is typically defined as the conditional volatility
of a disturbance that is unforecastable from the
perspective of economic agents. Jurado et al.
[1] believed that increases in uncertainty can
depress hiring, investment, or consumption if
agents are subject to fixed costs or partial
irreversibility (a real options effect), if agents
are risk averse (a precautionary savings effect),
or if financial constraints tighten in response to
higher uncertainty (a financial frictions effect).

Han [2] explained that the increase in
house price uncertainty has two opposite
impacts on the housing market: 1) financial
risks reduce the demand for houses and
increase people’s desire to sell houses; 2) when
people face high house price uncertainty, their
demand for housing increases to hedge against
future housing costs. Economic conditions
directly effect on the magnitude of these two
effects.
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Baek et al. [3] showed real estate
uncertainty shocks negatively affect the
housing market, reducing housing prices,
housing starts, and employment in the
construction sector. Also, Baek et al. [3] found
out that financial conditions dampen the
dynamic responses of macroeconomic and
housing markets to real estate uncertainty.

The uncertainty of real estate pricing is
influenced not only by economic factors, but
also by political situations and the level of
corruption in local authorities, as demonstrated
in the study by Ang et al. [4] for real estate
market in China. Regarding real estate market
pricing, the authors [4] discovered a pattern of
uncertainty associated with corruption in
China: if a local government has more officials
involved in graft probes, these legal
investigations as uncertainty shocks could
hinder local economic development and thus
increase financing cost of real estate
construction; however, local governments with
more officials involved in graft probes are
typically those with good economic
development and aggressive political leaders,
hence they should have lower financing cost
since corruption greases the wheels of
economic growth.

Kaplanski et al. [5] found a significant
and persistent seasonality in real estate prices
inthe U.S., the U.K. and Australia. The authors
[5] justified that the real and nominal rates of
return on real estate, as well as the rates of
return over the risk-free interest rate are very
low, and even negative, during the fall and
early winter and they are positive and
relatively high during the spring and early
summer. In their study, Kaplanski et al. [5]
discovered a latitude effect: the larger the
latitude the more profound the observed
seasonality in real estate prices.

Zhao et al. [6] emphasized fluctuations
in the real estate market affect the entire
economic system and this requires the
government to formulate relevant housing



ISSN (Print) 2307-6968, ISSN (Online) 2663-2209
Bueni 3anmcku YHiBepcurety «KPOK» Nel (73), 2024

policies to stabilize the operation of the real
estate market.

Although we acknowledge the scientific
achievements of scholars who have studied
pricing problems in the real estate market,
there is still insufficient research on pricing in
relation to uncertainty.

The results of the research. The
volatility can stem from different factors
including the coronavirus pandemic, wars,
falling unemployment rates, GDP growth, and
so on. The determination of apartment prices
has become a challenging task for both buyers
and sellers.

Housing is regarded as largest fixed asset
of a family that can affect the family's savings
and consumption decisions to a large extent

[7].

One of the primary drivers of real estate
prices is the interplay between supply and
demand. In times of uncertainty, potential
buyers may be deterred due to financial
instability and uncertainty, leading to a
decrease in demand. This, in turn, can result in
lower prices for apartments as sellers adjust
their bids to attract buyers.

However, in times of high level of
uncertainty, investors may consider real estate
a safe haven due to rising GDP and falling
unemployment. This can lead to increased
demand for apartments and buildings and
higher prices on the secondary real estate
market.

The pricing of real estate in such
conditions is influenced by psychological
factors. Potential buyers who experience fear
and anxiety due to uncertainty can affect the
decision-making process of purchasing real
estate, prompting sellers to reduce prices to
draw in buyers and assuage their
apprehensions.

Another factor that must be considered
as an indication of uncertainty is the low
interest rates. Investors in particular benefit
from low interest rates, which improve the
cost-effectiveness  of  financing  both
commercial and residential property. Investors
often sell equities and buy bonds during
periods when the stock market is perceived to
be volatile or risky, such as now. The increased
demand for bonds then drives up the price of
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these bonds. Essentially, significant stock
market sell-offs generate substantial cash to be
invested. Rising bond prices lead to a reduction
in the interest payments, which often moves in
line with the price. As bond yields decrease,
mortgage rates also decrease. Those who are
involved in property flipping can take
advantage of the lower interest rates, which
will improve the affordability of homes.

The coronavirus pandemic's impact on
secondary market apartment prices had several
features. Mainly, it reduced demand for
apartments, particularly in cities with high
rates of illness.

However, based on DIM.RIA statistics,
the Ukrainian real estate market for residential
properties exhibited a behavioral pattern
similar to that of many advanced economies.
During the initial year of quarantine, the real
estate market experienced considerable
overheating. There was a surge of enthusiasm
in all kinds of real estate, particularly in single-
room apartments and private houses. From
2021 to 2022, the growth of interest in these
types of properties was 2.41% and 1.46%
respectively [8]. Coupled with the unstable
economic environment, the average real estate
prices increased by 7.96% [8].

Furthermore, war conflicts negatively
impact the housing industry by causing
destruction, loss of human life, and instability
in the economy and political sphere. Due to
uncertain and risky conditions, many people
intentionally  delay their real estate
transactions.

It's worth noting that when evaluating
real estate prices, it's vital to take into account
developers' positions and decision-making
factors. Since the Ukrainian real estate market
is heterogeneous, we considered the primary
real estate and secondary housing markets to
analyze pricing nature more closely.

Amid economic uncertainty and in the
aftermath of a full-scale invasion, Ukrainian
property developers have seen customers
delaying loan repayments, stopping regular
payments and being reluctant to invest in new
construction  projects. As per INSPI
Development's information, at the close of
2022, around 66% of development companies
were facing bankruptcy [9].
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As of October 2023, Ukrainian real
estate information resource DIM.RIA reports
that 75% of developer sales departments are
operating. [10]. In comparison, as of April
2022, only 1% of sales and advisory services
had resumed operations in the Greater Kyiv
area [11]. However, by October 2023, this
figure had increased significantly to 71.1% in
the Greater Kyiv area.
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The real estate market is affected
significantly by war conflicts, and one of the
primary outcomes is a demand reduction.
People become cautious and avoid real estate
investments that may decrease in value after
the war conflict ends. Consequently, this
lowers apartment prices and makes it more

difficult to sell them.
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Figure 1. Share of operating sales departments by regions in 2022-2023
Source: created by authors based on the information [10, 11]

The conflict has encouraged people to be
more selective in their purchases, especially
for major investments such as real estate.

During a time of high uncertainty and
security risks, we reference the 2022 survey
conducted by DIM.RIA to illustrate the
behavior of Ukrainians. As of May 2022, the
majority of those surveyed in Ukraine,
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regardless of their residence, expected to spend
$30,000 to $50,000 when purchasing a
property [12]. In a following study from 2023,
39% of participants indicated their willingness
to spend $10,000 to $25,000, while 34%
expressed their readiness to spend from
$30,000 to $50,000 [11].

B
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Figure 2. Ukrainians budget for buying a residential property
Source: created by authors based on the information [12, 13]
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According to DIM.RIA data, in October
2023 the primary estate market recorded the
highest average price per square meter in Kyiv
and amounts up to 57,460 UAH, including all
types of apartments classified by number of
rooms [10].

231,000 - 35,000,
23%

At the analysis of the cost per square
meter over the year, the Ivano-Frankivsk
region had the most significant price increase
of 48% [10].

>#46,000,
5%

Figure 3. Average cost per square meter in a new building in Ukraine as of October 2023

Source: created by authors based on the information [10]

As a result of the survey, housing prices
on the secondary market were on the rise
throughout 2023 year in all regions of Ukraine.
The Chernihiv region recorded the largest
price increase of 42% for one-room
apartments. The highest average cost of one-
room apartment is $87,374 in Kyiv [10].

Another factor affecting the housing
market in an armed conflict is the risk of
destruction and property damage. People fear
that their apartments may be destroyed by
fighting or become the target of military
operations. Housing prices and demand are
also affected by this risk.

These fears are also reflected in the real
market: according to statistics from LUN web
resource, a Ukrainian real estate site, as of
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September 2023, the number of new buildings
on sale decreased by 18% year-over-year in the
central regions and by 38% year-over-year in
Eastern Ukraine [14]. Due to safety risks, the
reverse situation was typical for Western
Ukraine - growth by 3% [14]. According to the
information provided by State Statistics
Service of Ukraine, as for the first half of 2022,
the total area of residential buildings, putting
into service, contracted for 2,48 million sgm or
-50% year-over-year. By the first half of 2023,
the situation slightly recovered by 48% year-
over-year, but the pre-war level of property
construction has not been reached yet (4,8
million sgm in the first half of 2021 compared
to 3,6 million sgm in the first half of 2023)
[15].
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Figure 4. The total area of residential buildings, putting into service in 2021-2023.

Source: created by authors based on the information [15]

The uncertainty of armed conflict in the
housing market is caused by several factors.
One is uncertainty about the duration and
outcome of the conflict. People do not know
when the conflict will end and how it will
affect the real estate market. This uncertainty
creates risk and affects decisions to buy and
sell apartments.

Despite the challenging financial and
economic climate, Ukrainians are
demonstrating a keen interest in acquiring
property. As indicated by analytic data
furnished by the Ukrainian real estate site
LUN, people's desire to purchase property rose
notably by the 7th week following the onset of
the war, though not in all regions of Ukraine.
Since the start of the war, the Zakarpattia
region has observed a significant growth in
views, with a 72% increase in interest
compared to the last week of January 2021. In
the 7th week of the conflict, the Kirovohrad
region has shown the highest interest in
primary real estate, with the number of views
increasing by 103% compared to the 6th week.
The Khmelnytsky region recorded a 29%
increase in views, while the Ivano-Frankivsk
region witnessed a 25% growth. During a
country's military conflict, apartment prices
can change rapidly and unpredictably.

Realtors cannot always provide up-to-
date data on prices and transactions. This
makes it difficult to determine the real value of
housing and creates problems when setting
prices.

In the first few months of the war, there
were no transactions in the residential property
sector, largely because market participants
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were unable to access the state property
registry. Beginning in May 2002, the
Registries have gradually started to reopen,
indicating a slow but steady increasing
demand.

In accordance with the details provided
by the Ministry of Justice of Ukraine, there was
a 69% reduction in the volume of residential
property purchase and sale agreements in 2022
compared to the preceding year, amounting to
around 99 thousand agreements (information
for the year 2023 is not present).

In the context of military uncertainties,
the increase in real estate costs can be
attributed to higher costs for construction
materials (due to the destruction of some
factories) and disruptions in the raw materials
supply chain, as well as the depreciation of the
hryvnia and the need for additional
expenditure to maintain operations during
power cuts. As per data provided by Ukrainian
development firms, there is a deficit of skilled
workforce on construction sites in Ukraine,
with shortages extending to 50% for both
technical and labour positions. The scarcity of
personnel is associated with a positive
trajectory in the increase of workers' wages
(15-25% of increase). Nevertheless, limited

demand is preventing developers from
substantially increasing residential selling
prices.

Another factor is the instability of the
economy during armed conflict. Conflicts
often lead to job cuts, a worsening economic
situation, and rising inflation. All this affects
people's  purchasing power and their
willingness to invest in real estate.
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In addition, political instability is also a
contributing factor to the uncertainty of armed
conflict. Uncertainty about future decisions
and political changes affects the housing
market and creates risk for potential buyers and
sellers.

In the face of uncertainty, it is important
to develop effective pricing strategies for real
estate sellers.
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One such strategy is to set a competitive
price. Sellers may try to attract buyers by
offering their properties at a lower price than
their competitors.

Another marketing pricing strategy is to
set a stable price and offer additional
guarantees. Sellers can offer additional terms
and guarantees to convince buyers of the
stability of the price and quality of the
property.
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Figure 5. Cumulative distribution of ""EOsela™ social loans by regions (October 2022 through
November 2023)

Source: Created by authors based on the information [16]

Due to widespread destruction of
residential buildings and in an effort to
stabilize the real estate market, the state
introduced the "EOsela" social program in
October 2022 [16]. The program offers a
mortgage with an annual interest rate of 2% for
up to 20 years to specific categories of citizens,
including  military  personnel, medical
professionals, teachers, educational and
scientific staff, and those who have been
temporarily displaced [16]. As of the end of
November 2023, UkrInfZhytlo issued 5,101
loans worth UAH 7,504.4 million [16]. Of the
buyers in this category, 69.1% made their
purchase in the secondary real estate market,
29.7% directly from the developer, and only
1.2% preferred to buy on the primary market
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[16].

The buyer's needs and interests are
important to have in mind. To attract
customers, sellers can offer additional services
and benefits, such as free repairs or allowing
customers to pay in installments.

Conclusions. In general, pricing real
estate in times of uncertainty is a multifaceted
process that is influenced by supply and
demand, psychological factors, and external
events such as pandemics, wars, employment
decline, and GDP growth. Therefore, when
making a decision to buy or sell real estate
during times of uncertainty, it is important to
consider all relevant factors and take an
informed approach.
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