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Abstract. Russia s full-scale invasion has fundamentally altered the institutional conditions
for investment in Ukraine. The possibility of physical destruction, interruption of operations and loss
of access to critical infrastructure cannot be adequately addressed through conventional portfolio
diversification or contractual safeguards. War-risk insurance and investment guarantees have
therefore become essential determinants of whether foreign direct investment projects can be financed
and implemented under continuing hostilities.

The article examines the current architecture of war-risk coverage available in Ukraine,
including the mechanisms provided by MIGA, the United States International Development Finance
Corporation, the European Bank for Reconstruction and Development, foreign and Ukrainian export
credit agencies, international insurance markets and domestic insurers. The study combines positive
and normative economic analysis with institutional comparison of the available instruments, their
financial limits, eligibility requirements and principal exclusions.

The findings demonstrate that the emerging system remains multilayered but fragmented.
International guarantees and publicly supported reinsurance facilities have expanded the range of
insurable transactions, but their capacity remains insufficient for the comprehensive protection of
large centralised infrastructure. The exclusion of critical infrastructure from many locally available
insurance products creates a structural mismatch between Ukraine s reconstruction needs and the
actual risk-bearing capacity of the insurance market.

The article proposes a portfolio-based hybrid model for attracting foreign direct investment
into small and medium-sized decentralised energy projects. The model combines primary
underwriting by Ukrainian insurers, targeted state support, international guarantees and
reinsurance, and a catastrophic state—donor backstop. It is argued that such arrangements may
transform war risk into a layered and contractually manageable exposure and influence not only the
compensation of losses but also the scale, structure and sectoral allocation of foreign investment in
Ukraine s reconstruction.

Keywords: war-risk insurance; foreign direct investment; political-risk insurance;
decentralised energy, investment guarantees, reinsurance; hybrid risk-sharing model; critical
infrastructure; reconstruction of Ukraine, international financial institutions.

Anomauin. Ilosnomacuumabne emoperents Pocii 00KOpIHHO 3MIHULO THCMUMYYTUHI YMOBU
30iticHen s iHeecmuyill 8 Ykpaini. Puzuxu ¢izuunoeo 3HUWeHHs aKkmusis, NpunuHeHHs onepayitiHoi
OisIbHOCMI Ma empamu 00Cmyny 00 KpumudHoi iHghpacmpyKmypu HeMONCIUBO HATIEHCHUM YUHOM
MIHIMIZY8aAMU 30 OONOMO2010 36UHAlIHOT Ousepcugikayii ineecmuyitinoco nopmaens abo 00208ipHUX
mexanizmie. Cmpaxy6anHs 60CHHUX pPU3UKI6 ma IHeeCmMuyilini 2apammii y 363Ky 3 YuMm
Nepemeopunucs Ha BANCIUBI YUHHUKU, WO BUSHAYAIOMb MONCIUBICMb (DIHAHCYBAHHA U peanizayii
NPOEKMIB NPAMUX [HOZEMHUX [HBeCMUYIl 8 YMOBAX MPUBATUX BOEHHUX Ol

Y ecmammi oocniodoiceno cyuacny apximexkmypy NOKpumms 60€HHUX pU3UKI6 6 Ykpaini,
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30Kkpema mexauizmu, sanpononosani MIGA, Misxcnapoonoro ¢hinancoeor xopnopayiero po3eumky
CLIIA, €sponeticokum OAHKOM PEKOHCMPYKYIT ma po36UMKY, iIHO3EMHUMU U YKPATHCbKUM eKCHOPIMHO-
KPEOUMHUMU —~ A2eHMCMBAMY,  MIJNCHAPOOHUMU — CMPAXOBUMU — PUHKAMU MA  GIMYUSHAHUMU
cmpaxosukamu. J{oCniodHcenHs NOEOHYE NOZUMUBHUL | HOPMAMUGHUL EKOHOMIYHUU aHani3 3
IHCMUMYYIIHUM NOPIBHAHHAM OOCMYNHUX [THCMPYMEHMIs, IXHIX (inancosux nimimis, Kpumepiie
NPUUHAMHOCMI MA OCHOBHUX GUKTIOYEHD.

Pesynomamu 3aceiouunu, wo cgopmosana cucmema 3anuuiacmscsi 6a2amopisHesoro, aie
@pacmenmosanorw. Midxcnapooui eapanmii ma Mexaumizmu nepecmpaxyeanHs 3 0epiHCA8HOIO |
OOHOPCHKOI0 NIOMPUMKOIO POSWUPUNU KOJIO ONepayiil, sIKi MONCYMb OMPUMAMU CMPAXOBULL 3AXUCH,
OOHAK IXHbOI €MHOCMI HE0OCMAamHbo OJisi NOBHOYIHHO20 NOKPUMMS BEIUKUX YEHMPALi308aHUX
inppacmpykmypuux o6 ’exmis. Buxnrouenns kpumuunoi ingppacmpykmypu 3 6acamvox 00CMynHux
HA GHYMPIWHbLOMY DPUHKY CMPAX08UX NPOOYKMIE CMEOPIOE CMPYKMYPHY HEeBIONO0GIOHICMb MIdiC
nompebamu 8i0oyooeu Yxkpainu ma Gakmuunor 30amHICMI0O CMPAX08020 PUHKY NPUUMAMU
8IONOBIOHI pUUKUL.

Y ecmammi 3anpononoeano nopmeenvhy 2i6puoHy mooenb 3anyyeHHs NPAMUX iHO3EMHUX
iHeeCmuyiti y Mani ma cepeoni npoekmu 0eyeHmpanizoeanoi enepeemuxu. Mooens noconye nepgunue
CMPAaxy8anHs YKPAiHCoKUMU CMPAXOBUKAMU, YIIbOBY 0EPHCABHY NIOMPUMKY, MINCHAPOOHT 2apanmii
ma nepecmpaxy8aHus, d MAaKOHIC KAMACMPO@DIuHULL OepIHCABHO-OOHOPCLKULL DIBEHb  3AXUCHLY.
Obrpynmosano, wo maxi Mexanizmu MON*CYmsb MpaAHCHOPMY8amu 0EHHUL PU3UK ) 6A2amopieHesuli
i 00208IPHO KepOBAHULL PU3UK MA GNIUBAMU He Juule Ha KOMNeHcayilo 30umkie, a i Ha macumaou,
CMPYKMYpY i CeKmMopanbHull po3nooinl iHo3eMHux ingecmuyiil y 6i06y008y Yxpainu.

Knrwowuosi cnoea: cmpaxy8anus 60€HHUX PUSUKIB, NPAMI IHO3EMHI IH8eCMUYI, CMPaxy8anHs
NOMIMUYHUX PUSUKIB, 0eYeHMPAaNi306anHa eHepeemuKa, IHeecCmuyiltiii 2apanmii; nepecmpaxy8anHs;
2IOpUOHa Mooenb po3nooiy pusuKie, KpUmuyHa ingppacmpykmypa, 8i06y0osa Yxpainu, MidcHapoOoHi
Ginancosi incmumyyii.

Introduction. Russia’s full-scale invasion has created an investment environment in which
conventional approaches to risk assessment and capital allocation are no longer sufficient. According
to the Fifth Rapid Damage and Needs Assessment, the cost of Ukraine’s recovery and reconstruction
was estimated at almost USD 588 billion over the next decade as of 31 December 2025, which is
nearly three times the country’s projected nominal GDP for 2025. Energy accounts for almost USD
91 billion, or approximately 15.4 per cent, of the total identified needs and remains one of the three
sectors most severely affected by the war. The scale of these requirements substantially exceeds the
capacity of public finance and international assistance alone, making the mobilisation of domestic
and foreign private capital indispensable for both wartime recovery and post-war reconstruction
(World Bank Group et al., 2026).

The European Union has become Ukraine’s principal strategic partner in combining
reconstruction finance with the country’s accession-related reforms. The EUR 50 billion Ukraine
Facility for 2024-2027 links financial support to implementation of the Ukraine Plan, institutional
modernisation and progressive approximation to the EU acquis. Its second pillar, the Ukraine
Investment Framework, has a capacity of EUR 9.6 billion, including EUR 7.8 billion in guarantee
cover and EUR 1.8 billion in blended-finance grants, and is intended to mobilise up to EUR 40 billion
in public and private investment. In addition to reducing project risks through guarantees, grants,
technical assistance and financial instruments, the Facility promotes the application of EU
environmental, governance, reporting and project-selection standards. It should therefore be
understood not only as a source of reconstruction finance but also as an institutional mechanism that
increases Ukraine’s investment capacity while accelerating its integration into the regulatory and
economic space of the European Union (European Commission, 2026; Namoniuk, 2026).

The energy sector illustrates the importance of matching investment priorities with the actual
capacity of risk-sharing institutions. Large centralised facilities combine high replacement costs,
fixed locations, systemic importance and exposure to repeated attacks, which makes comprehensive
commercial insurance particularly difficult. Decentralised generation, by contrast, allows capital to
be distributed among smaller cogeneration units, modular generating facilities, renewable-energy
installations and energy-storage systems located in different communities. These assets do not
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eliminate war risk, but their lower individual value, modular replacement and geographical dispersion
can reduce the maximum loss generated by a single event while supporting hospitals, municipal
services, industrial consumers and district-heating systems. The practical significance of this segment
is already increasing: during the preceding eighteen months, Ukraine commissioned 125 MW of new
cogeneration capacity representing more than EUR 210 million in estimated direct investment, while
regional plans provide for at least 250 additional cogeneration units with a combined capacity of 1.1
GW over the following two years (State Agency on Energy Efficiency and Energy Saving of Ukraine,
2026).

The article aims to assess the current institutional capacity for covering war risks in Ukraine
and to develop a portfolio-based hybrid model for attracting foreign direct investment into small and
medium-sized decentralised energy projects.

Literature review. The theoretical analysis of foreign direct investment traditionally begins
with the factors determining the international allocation of productive capital. Dunning’s eclectic
paradigm explains international production through the interaction of ownership, location and
internalisation advantages (Dunning, 1980). The institutional environment of the host economy forms
an important component of location advantage because it affects transaction predictability, the
enforceability of contracts and the investor’s ability to retain control over productive assets. Under
conditions of armed conflict, institutional arrangements also determine whether exceptional risks can
be allocated among investors, lenders, insurers and public institutions or must be borne almost
entirely by the investor.

This approach is complemented by new institutional economics. North (1990) defines
institutions as formal and informal constraints that structure economic interaction and reduce
uncertainty. Williamson (1985) relates the choice of governance arrangements to uncertainty,
transaction frequency and asset specificity. These categories are especially relevant to investments in
energy and infrastructure, which are characterised by high capital intensity, long payback periods,
geographical immobility and dependence on particular networks. When the probability of destruction
or prolonged interruption increases, conventional contractual mechanisms become insufficient and
must be supplemented by guarantees, insurance, reinsurance and public—private risk-sharing
arrangements.

War-risk coverage also differs from conventional property insurance because potential losses
are spatially correlated and may accumulate rapidly. A single attack may damage several insured
objects within the same geographical area, while repeated attacks may generate losses exceeding the
capital capacity of individual insurers. The insurability of wartime exposure therefore depends not
only on the characteristics of an individual asset but also on geographical accumulation limits, access
to international reinsurance and the participation of public or multilateral institutions capable of
absorbing exceptional layers of loss. The National Bank of Ukraine identifies limited domestic
capitalisation, insufficient loss data and restricted reinsurance capacity among the principal
constraints affecting the development of this market (National Bank of Ukraine, 2025).

The relationship between international assistance and private investment provides an
additional perspective on reconstruction finance. Freyer, Lishchynskyi and Lyzun (2024) find a
statistically positive relationship between both international assistance and FDI, on the one hand, and
Ukraine’s economic growth, on the other. Their results indicate that international assistance is
particularly important for macroeconomic stabilisation, whereas FDI produces a stronger long-term
effect through productive investment, technological modernisation and integration into the global
economy. International assistance may also create conditions for subsequent private investment when
it finances infrastructure, strengthens institutions and reduces the initial risks faced by investors.

Recent Ukrainian research increasingly treats reconstruction finance as an integrated
institutional architecture rather than a collection of isolated programmes. Namoniuk (2026)
conceptualises green reconstruction finance as an interaction among multilateral and donor
mechanisms, the national regulatory ecosystem and market-based channels for capital mobilisation.
Within this architecture, the Ukraine Facility performs both a financing and an integration function,
while guarantees, blended finance and political- or war-risk coverage influence the cost of capital and
investor appetite. This perspective is directly relevant to the present study because effective war-risk
coverage requires coordination among external resources, domestic institutions, project pipelines and
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private financial intermediaries.

Riabchyn and Oriekhova (2025) examine the priorities and project requirements applied by
international financial institutions and development agencies. Their analysis demonstrates that access
to reconstruction finance increasingly depends on compliance with environmental and social
standards, climate criteria, ESG-related documentation and, in the case of European institutions, the
EU Green Deal and Taxonomy principles. Consequently, the technical resilience or insurability of a
decentralised energy project does not automatically make it eligible for international financing. The
type of technology, emissions profile, environmental and social management arrangements and
compatibility with EU standards must also be considered during project selection.

The potential role of guarantees and insurance extends beyond conventional commercial
infrastructure. Bulatova and Vyshniakov (2026) argue that the transformation of international
humanitarian financing requires combining traditional grants and loans with guarantees, insurance,
equity instruments, public—private partnerships and other mechanisms capable of mobilising private
capital. They particularly emphasise the relevance of insurance and guarantee instruments for high-
risk projects and emergency-response systems, as well as the importance of long-term financing and
cross-sectoral cooperation. Their conclusions suggest that layered risk-sharing arrangements may be
applicable not only to energy assets but also to healthcare, food security, municipal infrastructure and
other sectors operating under conditions of exceptional risk.

The broader economic significance of these mechanisms is connected with Ukraine’s
participation in international production networks. Shnyrkov and Chugaiev (2017) associate inward
foreign investment with regulatory convergence, technology transfer and closer economic integration
with the European Union. A prolonged decline in FDI therefore restricts not only capital formation
but also access to managerial expertise, foreign suppliers and international markets. War-risk
insurance and investment guarantees may influence this process by determining which projects can
meet the risk requirements of international lenders and investors.

The institutional configuration of investment relationships is also important. Namoniuk and
Maliuha (2026) demonstrate that governance architecture is not neutral, since different organisational
arrangements create different incentives for long-term investment, coordination and capability
development. Modular governance facilitates standardisation, replication and the replacement of
individual components, while relational governance supports deeper cooperation and joint capability
formation. Although their analysis concerns green outsourcing, the distinction is applicable to
decentralised energy: standardised assets can be grouped into diversified portfolios, but the operation
of a risk-sharing system requires sustained relationships among investors, insurers, equipment
suppliers, municipalities, the state and international financial institutions.

The existing literature nevertheless remains fragmented. Research on FDI primarily examines
location advantages and institutional quality; studies of recovery finance focus on international
assistance, blended finance or sustainable investment; and official programme documents describe
individual insurance and guarantee mechanisms. Limited attention has been paid to how the financial
limits of war-risk coverage affect the appropriate scale and technological structure of energy
investment. There is also insufficient research on how exposure associated with portfolios of
decentralised assets should be distributed among investors, Ukrainian insurers, the state, international
financial institutions and donor partners. The present article addresses this gap by combining positive
analysis of the mechanisms currently available in Ukraine with a normative portfolio-based model of
hybrid war-risk coverage..

Methodology. The study applies a qualitative institutional approach combining positive and
normative economic analysis. The positive component identifies and compares the principal
mechanisms of war-risk coverage currently available in Ukraine. The source base includes academic
literature on foreign direct investment, institutional economics and global value-chain governance, as
well as official materials published by the National Bank of Ukraine, MIGA, DFC, the EBRD, Marsh
McLennan and other institutions participating in the provision of guarantees, insurance and
reinsurance. The examined mechanisms are compared according to their principal object of coverage,
eligible investors and assets, reported financial capacity, maximum liability, institutional distribution
of risk and geographical or sectoral restrictions.

The normative component uses the limitations identified through the positive analysis to
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develop a portfolio-based hybrid model for small and medium-sized decentralised energy projects.
The model is constructed through institutional comparison and analytical synthesis rather than
actuarial estimation. Particular attention is paid to the correspondence between the value and
geographical distribution of decentralised assets and the actual limits of insurance, guarantee and
reinsurance instruments. The financial indicators reported by different institutions are not treated as
directly comparable values, since they may refer to the amount of a guarantee, total facilitated
insurance capacity, aggregate programme exposure or a maximum limit per object. The mapping of
insurance products and war-risk facilities reflects the institutional information reported by the
National Bank of Ukraine as of October 2025, while the assessment of reconstruction needs, the
Ukraine Facility and decentralised-energy developments is updated through the first half of 2026. The
study therefore combines a fixed comparative date for insurance-market capacity with more recent
contextual data on reconstruction and investment policy.

Main results of the research. Russia’s full-scale invasion has transformed war-risk insurance
from a specialised market segment into one of the key institutional conditions for investment activity
in Ukraine. Under normal circumstances, investors may respond to political or macroeconomic
uncertainty by diversifying their portfolios, demanding higher returns, shortening investment
horizons or introducing additional contractual safeguards. These measures become considerably less
effective when the principal risk involves the physical destruction of productive assets, a prolonged
interruption of operations or the permanent loss of access to transport and energy infrastructure. The
materialisation of wartime risks may therefore eliminate not only the expected income stream from
an investment but also the capital embodied in fixed and geographically immobile assets.

The institutional consequences of this reduction in the risk-mitigation capacity of
conventional capital markets can be explained through the propositions of new institutional
economics. Institutions reduce uncertainty and structure the incentives of economic actors, while the
governance arrangements selected for a transaction depend on its level of uncertainty, frequency and
asset specificity (North, 1990; Williamson, 1985). In the case of foreign direct investment, the quality
of the institutional environment forms part of the location advantages considered by multinational
enterprises when deciding where to place productive capital (Dunning, 1980). Investment guarantees
and war-risk insurance consequently affect not only the compensation available after an insured event
but also the ex-ante distribution of exposure among investors, lenders, insurers, reinsurers, the state
and international financial institutions.

The significance of these mechanisms for Ukraine extends beyond the immediate
reconstruction of destroyed capital. Shnyrkov and Chugaiev (2017) demonstrate that foreign
investment inflows are an important condition for Ukraine’s integration into international production
networks and closer economic engagement with the European Union. A prolonged decline in
investment therefore restricts not only domestic capital formation but also access to technologies,
managerial expertise and foreign markets. Namoniuk and Maliuha (2026), in turn, emphasise that the
governance architecture of global value chains is not neutral: different institutional configurations
create different incentives for long-term investment, coordination and capability development.
Applied to wartime reconstruction, this proposition implies that a collection of isolated insurance
products is insufficient. A coherently configured architecture is required to distribute exceptional risks
among public and private actors.

The emerging Ukrainian war-risk insurance architecture remains multilayered and
fragmented. It includes political-risk guarantees for foreign investment provided by multilateral and
bilateral development institutions; publicly supported reinsurance facilities; inland, maritime and
international cargo insurance; export-credit instruments; products offered by individual Ukrainian
insurers; and insurance arrangements embedded in bank lending. Although these mechanisms support
reconstruction and investment through different channels, they vary substantially in terms of eligible
investors, covered assets, geographical limitations, policy periods and maximum liabilities. They
should therefore be regarded as complementary rather than interchangeable instruments (National
Bank of Ukraine, 2025).

One of the principal multilateral institutions capable of providing political-risk insurance for
foreign investors in Ukraine is the Multilateral Investment Guarantee Agency, a member of the World
Bank Group. MIGA’s mandate includes protection against war and civil disturbance, expropriation,
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currency-conversion and transfer restrictions, breach of contract and the non-honouring of financial
obligations. Such protection is especially important where private insurers and reinsurers are
unwilling to assume exposure independently. MIGA combines donor-supported resources, its own
guarantee capacity and, where available, public or private reinsurance, thereby reducing the
concentration of risk on a single institutional balance sheet (MIGA, 2023).

According to the mapping prepared by the National Bank of Ukraine as of October 2025, the
relevant MIGA instruments covered investments in Ukraine with a reported financing amount
exceeding USD 30 million, while the indicative limit under one contract amounted to approximately
USD 9.2 million (National Bank of Ukraine, 2025). The guarantees are concluded individually and
can be structured with reference to the ownership, financing arrangements and risk profile of a
particular investment. Such individual underwriting allows the instrument to reflect project-specific
conditions but also requires a high degree of investment readiness, due diligence and transaction
documentation.

MIGA consequently performs a catalytic rather than universal market function. Its
participation may unlock equity or debt financing that would otherwise remain unavailable and may
signal that the project has passed environmental, social, integrity and financial assessments. However,
the project-by-project structure makes the instrument less accessible and less cost-efficient for
standardised micro, small and medium-sized investments or widely distributed small-scale
infrastructure projects.

A different mechanism has been developed by the United States International Development
Finance Corporation with the participation of Aon. The arrangement uses public risk-bearing capacity
to support reinsurance and enable Ukrainian insurers to expand the coverage offered to businesses
operating in Ukraine. According to the National Bank of Ukraine, the total potential capacity
associated with the mechanism exceeded USD 250 million, while the coverage limit for an individual
object amounted to USD 2.5 million. Participating insurers are required to have transparent ownership
structures and audited financial statements (National Bank of Ukraine, 2025).

The institutional significance of this mechanism lies in its reliance on the existing Ukrainian
insurance market. Domestic insurers continue to assess risks, issue policies, collect premiums and
settle claims, while DFC-supported reinsurance limits the losses that they must retain on their own
balance sheets. The arrangement therefore restores part of the risk-transfer chain disrupted by the
withdrawal of international reinsurance capacity following the full-scale invasion. DFC’s
commitment of USD 50 million in political-risk insurance was intended to unlock more than USD
200 million of additional coverage for static assets in Ukraine (DFC, 2024).

The USD 2.5 million limit per object determines the segment in which this mechanism can
operate most effectively. It may provide meaningful protection for inventories, machinery, vehicles,
smaller buildings and individual components of local infrastructure. It cannot, however, cover the
replacement value of a large industrial plant, centralised power station or systemically important
infrastructure facility. The instrument expands the frontier of insurability but does not eliminate the
gap between commercially manageable business risks and highly concentrated strategic exposures.

The European Bank for Reconstruction and Development has introduced a similar mechanism
focused on restoring international reinsurance capacity. The Ukraine Recovery and Reconstruction
Guarantee Facility, developed by the EBRD and Aon, enables international reinsurers to cover defined
war-related losses initially underwritten by Ukrainian insurance companies. The facility deliberately
relies on the existing insurance infrastructure rather than establishing a parallel system. Its initial
eligible categories include inland cargo, motor vehicle damage and railway rolling stock (EBRD,
2024).

The facility is supported by an EBRD guarantee of up to EUR 110 million. Because the
underlying policies are generally short-term and may be renewed, the committed guarantee capital
can support a substantially larger volume of insured assets. The EBRD estimated that the mechanism
could facilitate coverage for up to EUR 1 billion of goods and vehicles in transit annually. In the
mapping prepared by the National Bank of Ukraine, the available capacity associated with
commercial goods transported within Ukraine was presented at EUR 200 million (National Bank of
Ukraine, 2025). The distinction between the guarantee amount and the value of facilitated coverage
is important: the former represents the maximum institutional commitment, while the latter reflects
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the larger volume of transactions supported through risk sharing, portfolio turnover and the repeated
use of the facility.

International reinsurance is required because Ukrainian insurers cannot independently absorb
substantial and geographically concentrated losses. Unlike ordinary property risks, wartime exposure
may accumulate rapidly: a single attack may damage several insured objects within the same area.
The EBRD mechanism addresses this problem by distributing defined layers of exposure among
Ukrainian insurers, international reinsurers, the EBRD and donor governments. The commencement
of underwriting by INGO, Colonnade and UNIQA, supported by MS Amlin and the EBRD guarantee
facility, demonstrated the operational viability of this public—private risk-sharing structure (EBRD,
2025).

A separate institutional mechanism has emerged in maritime insurance. The Unity facility,
arranged with the participation of the Government of Ukraine, Marsh McLennan, Ukrainian state-
owned banks, the Ukrainian Export Credit Agency and underwriters operating in the Lloyd’s market,
initially provided affordable war-risk insurance for grain and other food exports from Ukrainian Black
Sea ports. It was subsequently extended to ocean-going vessels carrying other categories of non-
military cargo, including steel, iron ore, electrical equipment and containerised goods (Marsh
McLennan, 2023; 2024).

The facility offers up to USD 50 million of hull and separate protection and indemnity war-
risk coverage. Standby letters of credit issued by Ukreximbank and Ukrgasbank and confirmed by
DZ Bank form a first-loss layer supported by the Government of Ukraine. State participation reduces
the exposure retained by private underwriters and facilitates the provision of insurance at premiums
lower than those available through conventional commercial arrangements.

Unlike MIGA or DFC-supported mechanisms, the Unity facility does not directly protect the
capital invested in a manufacturing or energy facility. Its economic function is to preserve the
continuity of maritime trade and reduce the operational risks faced by exporters, shipowners and
charterers. This function remains relevant to FDI because the commercial viability of a productive
asset depends on continued access to foreign suppliers and buyers. Maritime war-risk insurance may
therefore complement direct investment protection by reducing the probability that productive assets
become commercially stranded as a result of disrupted logistics.

Export credit agencies constitute another component of the emerging architecture. According
to the National Bank of Ukraine, foreign ECAs had provided more than EUR 1 billion in aggregate
support for foreign investment and related transactions in Ukraine by October 2025. Depending on
their mandate, ECAs may insure investments, loans, equipment supplies and contractor exposures
where a transaction serves the national economic interests of the guarantor state.

The scale of ECA support may be substantial, but access is commonly linked to the
participation of companies, lenders or exporters from a particular partner country. The Ukrainian
Export Credit Agency may insure direct investments and investment loans associated with the
establishment or modernisation of processing facilities producing goods for export. The coverage
limit under one contract amounted to UAH 200 million (National Bank of Ukraine, 2025). Unlike
general property insurance, this mechanism connects risk protection with structural transformation
and export capacity. Its use remains limited by the export orientation of the project, the statutory
mandate of the Agency and its available financial capacity.

Table 1
International mechanisms of war-risk coverage available in Ukraine

Institution or

Principal object of

Reported financial

Principal conditions and

mechanism coverage capacity and limit institutional
characteristics
MIGA Foreign investments | More than USD 30 | Individually  negotiated
in Ukraine million; approximately | guarantees; foreign
USD 9.2 million per |investor and project-level
contract in the NBU | due diligence
mapping
DFC with Aon | Static property and | More than USD 250 | Reinsurance through
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transport assets million; up to USD 2.5 | eligible Ukrainian
million per object insurers; transparent
ownership and audited
reporting
EBRD with | Inland cargo, motor | EUR 200 million of cargo | Ukrainian primary
Aon vehicles and railway | coverage reported by the | insurers, international

rolling stock

NBU; EBRD guarantee of
up to EUR 110 million

reinsurers and multilateral
guarantee capacity

Lloyd’s insurers | Ships and  non- | Up to USD 50 million of | Public—private first-loss
with Marsh | military cargo | hull and separate P&I | structure; Ukrainian banks
McLennan transported  through | coverage and government support
Ukrainian maritime
corridors
Foreign ECAs | Foreign investments, | More than EUR 1 billion in | Connection with
investment loans, | aggregate exporters, investors or
equipment and lenders from the
contractor exposures respective guarantor state
Ukrainian ECA | Direct  investments | Up to UAH 200 million | Investment must support

and investment loans
in export-oriented
processing

Source: compiled by the author based on National Bank of Ukraine (2025), DFC (2024),
EBRD (2024), MIGA (2023), and Marsh McLennan (2023; 2024).

per contract production  of

intended for export

goods

Despite Despite the development of international mechanisms, the capacity of the Ukrainian
insurance market remains limited. As of October 2025, war-risk coverage was provided only by
individual companies among the 60 insurers operating in Ukraine. The principal constraints include
the high probability and potential severity of losses, insufficient capitalisation of domestic insurers
and limited access to international reinsurance. More than 77,000 contracts containing elements of
war-risk coverage were concluded during 2022-2025. However, the structure of this portfolio
indicates that market adaptation has concentrated primarily on standardised and comparatively low-
value assets, particularly motor vehicles and selected categories of movable and immovable property
(National Bank of Ukraine, 2025).

The approximate coverage limit offered directly by Ukrainian insurers amounted to UAH 10
million per object or insured event. A bank-linked programme involving Raiffeisen Bank, ARX,
Universalna, INGO and Aon provided a limit of UAH 20 million per object or contract. Such
instruments may protect individual units of equipment, inventories or relatively small business
facilities and may facilitate lending by preserving the value of pledged property. Their capacity
remains insufficient, however, to cover the replacement value of large industrial or energy assets.

The most consequential restriction concerns the eligibility of insured objects. Commercial
products offered by the Ukrainian insurance market generally exclude assets located in areas of active
hostilities and impose strict requirements intended to prevent excessive geographical accumulation
of exposure. The exclusions identified by the National Bank of Ukraine also include objects classified
as critical infrastructure. This creates a structural mismatch between the sectors in which protection
is most necessary and those in which commercial coverage is practically available. Large energy
facilities are capital-intensive, fixed in particular locations, systemically important and exposed to the
possibility of repeated attacks, making their risks difficult to diversify within the capacity of private
insurers.

The positive analysis therefore demonstrates that the existing architecture does not provide
universal protection for capital investment in Ukraine. Many locally available products are more
compatible with small and medium-sized projects, standardised contracts and relatively limited
maximum losses per insured event than with large centralised infrastructure facilities. This
observation provides the basis for adjusting the approach to attracting FDI into Ukraine’s energy
sector. Alongside the restoration of large strategic assets, investment policy should prioritise
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portfolios of small and medium-sized decentralised energy projects whose financial and risk
characteristics correspond more closely to the actual capacity of insurance and guarantee
mechanisms.

The proposed reorientation does not imply that decentralised energy assets are free from war
risks or automatically fall outside the legal category of critical infrastructure. Their eligibility must
be assessed according to their function, location and formal regulatory status. Nevertheless,
decentralised projects possess several characteristics that make their risks more compatible with the
existing institutional capacity. The value of an individual unit is lower, assets can be distributed
among several locations, damaged equipment may be replaced modularly, and the destruction of one
installation does not necessarily interrupt the operation of the entire energy system.

This logic is applicable to cogeneration units, modular gas-engine generation, small
renewable-energy installations combined with storage, and local biomass or biogas facilities serving
municipalities, hospitals, industrial enterprises and district-heating systems. Instead of concentrating
capital in one large and indivisible asset, an investor may form a portfolio of smaller and technically
standardised installations. Geographical and technological diversification would cap the maximum
probable loss associated with a single event and make it more feasible to align the insured value of
each unit with the limits available under existing risk-coverage mechanisms.

At the asset level, the proposed portfolio may comprise several technically distinct but
institutionally comparable project categories. High-efficiency cogeneration units can provide
electricity and heat to hospitals, municipal utilities, district-heating systems and industrial consumers.
Modular gas-engine or turbine units may supply reserve or balancing capacity, while renewable-
energy installations combined with battery storage can support local consumption, reduce dependence
on a single external connection and facilitate the integration of variable generation. Biomass and
biogas facilities may additionally connect local energy production with agricultural and municipal
waste-management systems. In each case, the relevant unit for insurance purposes should be an
individually replaceable installation rather than the entire municipal or regional energy system.

The composition of the portfolio should nevertheless reflect both insurance criteria and the
requirements of prospective financiers. Relevant underwriting variables include the replacement
value and location of each unit, the geographical distance between insured assets, physical protection,
remote monitoring, access to spare parts, expected replacement time, redundancy and the ability to
operate independently from the main network. International-finance eligibility may introduce
additional environmental and social requirements. In particular, gas-based generation may strengthen
short-term energy resilience but will require project-specific assessment of its efficiency, emissions
profile and consistency with the applicable EU and international-financial-institution criteria.
Renewable generation, storage, high-efficiency cogeneration and projects producing measurable local
resilience effects may be more readily combined with the green and blended-finance instruments
available under the European reconstruction architecture (Riabchyn and Oriekhova, 2025; Namoniuk,
2026).

The institutional arrangement for such projects should also be developed on a portfolio basis.
Grouping technically comparable projects within a single programme would allow risks to be
diversified across locations and operators while reducing the cost of underwriting, due diligence and
transaction structuring. Standardised contracts and eligibility requirements could create a scalable
project pipeline rather than a succession of individually negotiated transactions. A hybrid approach
would combine the local market’s knowledge of Ukrainian assets and operators with the greater
financial capacity of international institutions and reinsurers.

Figure 1
Proposed hybrid model of war-risk coverage for decentralised energy projects in Ukraine
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The proposed model contains four risk-sharing layers. The first layer consists of a standardised
property insurance policy issued by an eligible Ukrainian insurer. The investor or project operator
retains part of the exposure through a deductible and, where appropriate, co-insurance. The Ukrainian
insurer performs the primary underwriting, policy-administration and claims-assessment functions.

The second layer consists of targeted state support administered through the Ukrainian Export
Credit Agency or another authorised institution. Such support may take the form of partial premium
compensation or a capped first-loss guarantee. It should not provide unlimited compensation, as the
investor, operator and insurer must retain incentives to apply adequate physical-protection,
cybersecurity, redundancy and emergency-response measures.

The third layer comprises international guarantees and reinsurance provided through MIGA,
DFC, the EBRD, foreign export credit agencies and private international reinsurers. These institutions
would not necessarily insure each project directly. Their role would be to absorb predefined layers of
losses exceeding the retention capacity of Ukrainian insurers and the state-supported first-loss
mechanism.

The fourth layer is a catastrophic state—donor backstop. It would be activated only when
aggregate losses exceed a predetermined threshold and would be financed through donor
contributions, a dedicated reserve or another pre-funded arrangement. Separating this catastrophic
layer from ordinary insurance and first-loss support would limit the open-ended fiscal liability of the
state while protecting the system against the accumulation of exceptionally severe losses.
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The model therefore distributes exposure among the institutions most capable of managing each
category of risk. Investors and project operators retain a limited share through deductibles and co-
insurance; Ukrainian insurers provide market access, underwriting and claims management; the state
addresses the initial gap between commercial supply and socially important demand; and
international institutions and reinsurers supply capacity for larger and accumulated losses. The
catastrophic state—donor backstop remains a separate final layer rather than an obligation imposed on
conventional private insurers.

State participation should be targeted rather than universal. Premium subsidies and first-loss
support may be restricted to projects that make a measurable contribution to local energy resilience.
The amount of support could depend on the geographical risk category, the share of private capital,
the degree of technical standardisation and the ability of the installation to provide electricity or heat
during disruptions of the centralised system. Deductibles and co-insurance should be retained to
ensure that beneficiaries continue investing in protective structures, cybersecurity, reserve capacity
and emergency-response planning.

The development of a niche insurance programme would also require a unified methodology
for assessing decentralised energy risks. This methodology should include standard definitions of
insured events, uniform approaches to asset valuation, geographical accumulation limits, minimum
physical-security and remote-monitoring requirements and procedures for rapid claims verification.
A centralised database of insured locations and losses would allow insurers and reinsurers to monitor
excessive concentration and gradually develop the actuarial information currently missing from the
market. The National Bank of Ukraine identifies the absence of reliable data, insufficient market
capacity and the need for niche products, hybrid arrangements and the adaptation of international
experience among the principal directions for cooperation (National Bank of Ukraine, 2025).

International experience should not be transferred to Ukraine through the mechanical
replication of a single model. The options examined by the National Bank of Ukraine include a state
compensation mechanism; a dedicated fund financed through targeted payments, following the Israeli
approach; a specialised second-level reinsurer comparable to the French model; and arrangements
used in South Africa, Spain and New Zealand in which private insurers distribute standardised
coverage as agents while a separate institution bears the underlying war-risk exposure.

A combination of these elements appears more appropriate for Ukraine. During active
hostilities, the immediate priorities should be partial premium compensation, a capped first-loss
facility and the use of Ukrainian insurers as underwriting and distribution agents. As the security
situation improves and international reinsurance becomes more accessible, the system may gradually
shift towards a specialised reinsurance mechanism that centrally places accumulated Ukrainian war
risks on international markets. The model should therefore be transitional and capable of adapting to
changing security conditions rather than becoming permanently fixed as either a fully state-controlled
or a purely private arrangement.

The proposed approach can also be interpreted through the distinction between modular and
relational governance discussed by Namoniuk and Maliuha (2026). Their analysis does not directly
prescribe a model for war-risk insurance; however, it provides a useful conceptual basis for the present
study. Standardisation and portfolio formation introduce modularity at the project level, making
individual installations easier to replicate, replace and finance. At the same time, the sustained
participation of insurers, foreign investors, equipment suppliers, municipalities, the state and
international financial institutions creates the relational governance required for joint investment,
information exchange and the long-term development of institutional capacity.

The attraction of FDI should also be connected not only with the import of equipment but with
the deeper integration of Ukrainian firms into international production networks. Shnyrkov and
Chugaiev (2017) emphasise the importance of foreign investment and institutional convergence for
Ukraine’s participation in cross-border production. A portfolio-based programme for decentralised
energy may therefore combine capital protection with technology transfer, local maintenance,
component manufacturing and long-term cooperation between Ukrainian enterprises and foreign
suppliers.

Accordingly, the normative objective of Ukraine’s insurance and investment policy should not
be the complete elimination of war risk, which remains impossible while hostilities continue. The
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objective should be to transform this risk into a layered and contractually manageable exposure
distributed among projects, investors, insurers, the state and international institutions. The
combination of project standardisation, portfolio diversification, domestic underwriting, targeted
state participation and international reinsurance may expand the range of energy investments that
satisfy the risk requirements of foreign investors. Institutional mechanisms of war-risk coverage
should therefore be understood not only as instruments for compensating losses but also as
determinants of the scale, structure and sectoral direction of FDI in Ukraine’s reconstruction.

Conclusions. The analysis demonstrates that war-risk insurance has become an integral part of
Ukraine’s investment environment rather than a narrowly specialised financial service. Under
conditions of continuing hostilities, the risk of physical destruction, operational interruption and loss
of access to infrastructure cannot be adequately addressed through conventional investment
diversification or contractual safeguards alone. The availability of guarantees, insurance and
reinsurance consequently affects not only the compensation of losses after an insured event but also
the initial feasibility, financing structure and geographical allocation of foreign direct investment.

The principal findings of the article can be summarised in four propositions. First, the existing
architecture of war-risk coverage in Ukraine is institutionally diverse but fragmented. MIGA, DFC,
the EBRD, foreign export credit agencies, Lloyd’s market participants, Ukrainian insurers and
commercial banks perform different and complementary functions. Some mechanisms protect foreign
investment against political violence and other non-commercial risks; others restore reinsurance
capacity, support transport and export operations or protect collateral within bank-financed projects.
The presence of several instruments therefore does not amount to universal coverage, since each
mechanism remains restricted by its mandate, eligibility requirements, geographical scope and
financial limits.

Second, the positive analysis reveals a persistent mismatch between the structure of available
insurance capacity and the structure of Ukraine’s reconstruction needs. The international mechanisms
considered in the article have expanded the range of insurable transactions and demonstrated that
public guarantees can mobilise private underwriting and reinsurance. Nevertheless, their per-project
and per-object limits remain considerably lower than the replacement cost of large industrial and
energy facilities. The domestic market faces even stronger constraints arising from limited
capitalisation, insufficient reinsurance capacity and the high concentration of potential wartime
losses. The exclusion of critical infrastructure from many locally available insurance products
intensifies this mismatch: the assets most important for the functioning of the economy are also
among the assets least compatible with conventional commercial underwriting.

Third, these limitations provide an economic rationale for supplementing investment in large
strategic infrastructure with portfolios of small and medium-sized decentralised energy projects.
Decentralisation does not eliminate war risk, nor does it automatically remove energy assets from the
legal category of critical infrastructure. However, it changes the financial and spatial configuration of
exposure. Smaller units require less capital per installation, can be geographically and technologically
diversified, may be replaced modularly and reduce the probability that the loss of one asset will
interrupt the operation of the entire system. Cogeneration units, modular gas-engine facilities,
renewable-energy installations combined with storage and local biomass or biogas projects may
therefore correspond more closely to the limits and risk-distribution capacity of the emerging
insurance architecture.

Fourth, the study proposes that war-risk coverage for decentralised energy should be organised
through a portfolio-based hybrid model rather than through the isolated insurance of individual
projects. The model combines four risk-sharing layers: primary underwriting by Ukrainian insurers;
targeted state support through premium compensation or a capped first-loss facility; international
guarantees and reinsurance; and a catastrophic state—donor backstop activated only when aggregate
losses exceed a predetermined threshold. Such an arrangement does not seek to transfer all risk to the
state or international partners. Instead, it allocates different layers of exposure to the institutions most
capable of managing them, while retaining deductibles, co-insurance and eligibility requirements to
preserve incentives for physical protection, cybersecurity, redundancy and responsible project
management.

The proposed model also has broader implications for the attraction of FDI. Standardisation
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and portfolio formation can reduce due-diligence and transaction costs, facilitate the participation of
commercial banks and international financial institutions and create a scalable pipeline of investment
projects. At the same time, sustained cooperation among Ukrainian insurers, municipalities, foreign
investors, equipment suppliers, the state and international partners can support not only capital
protection but also technology transfer, local maintenance, component manufacturing and the
integration of Ukrainian enterprises into international production networks. War-risk coverage should
therefore be regarded not merely as a compensatory mechanism but as an institutional instrument
capable of influencing the scale, structure and sectoral direction of foreign investment.

Although the proposed model is calibrated to the characteristics of decentralised energy, its
institutional logic is not limited to the energy sector. It may be adapted to portfolios of geographically
dispersed and individually replaceable assets in municipal water and heat supply, healthcare, food
processing, agricultural infrastructure, logistics, communications and emergency-response systems.
The conditions for such scaling include the possibility of standardising project requirements, limiting
the maximum loss per individual asset, establishing measurable public or economic benefits and
creating a portfolio sufficiently diversified to prevent excessive accumulation of exposure. The model
therefore addresses a broader practical problem: the mobilisation of private capital for socially
important projects that remain too risky for conventional insurance but do not require the full risk to
be assumed by the state. This intersectoral potential corresponds to the broader transition towards
innovative financing, public—private cooperation and insurance-supported risk sharing identified by
Bulatova and Vyshniakov (2026).

The proposed approach has several limitations. The available insurance data remain incomplete,
the market is evolving rapidly and the financial limits and eligibility conditions of individual
programmes may change together with the security environment and the participation of donor
institutions. The article also does not provide an actuarial estimation of premiums, expected losses or
the fiscal cost of the proposed state-supported layers. Moreover, the practical insurability of a
particular decentralised energy asset will depend on its location, legal status, technical characteristics
and possible classification as critical infrastructure.

Further research should focus on the empirical and actuarial calibration of the proposed model.
This includes estimating probable maximum losses for different categories of decentralised energy
assets, determining appropriate deductibles and first-loss thresholds, assessing replacement periods
and spare-equipment requirements, and examining the influence of geographical and technological
diversification on portfolio losses. A comparative analysis of the Israeli, French, Spanish, South
African, New Zealand and other national war-risk arrangements would provide an additional basis
for selecting the appropriate institutional structure for Ukraine. Further studies should also test the
scalability of the model in healthcare, municipal infrastructure, logistics, agriculture and emergency-
response systems. These directions would make it possible to move from the conceptual model
developed in this article towards operational sectoral and cross-sectoral mechanisms for attracting
foreign direct investment under conditions of exceptional risk.
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