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INVESTMENT INFLOW: EVIDENCE FROM
UKRAINE

ABSTRACT

Attracting foreign investment is a viable means of ensuring the economic growth of any
country. The relevance of the study is substantiated by the creation of a favorable in-
vestment climate in the country, which will allow the establishment of guarantees of
protection of foreign investments and stability of the legal basis for entrepreneurship
performance. The article aims to analyze and forecast the inflow of foreign direct in-
vestment (FDI) into Ukraine. In order to achieve the stated purpose, the econometric
model was developed, which demonstrates the correlation between macroeconomic in-
dicators, their characteristics and the amount of FDI. A set of general scientific and
special research methods were used, in particular: induction and deduction, grouping,
summarization, comparison, complex and systemic approaches. The article reveals the
essence of foreign investment for the Ukrainian economy and defines the characteristics
of FDI. The impact of FDI on the economy of Ukraine is analyzed in detail and the
conditions for their attraction are substantiated. Using statistical methods, the structure
and dynamics of FDI by types of economic activity and investor countries are investi-
gated. The conducted research has shown that through the attraction of foreign direct
investment economic growth, the well-being of the population, the reduction of foreign
indebtedness and efficient state capital investments are ensured. Taking all this into
account the necessary preconditions for the attraction of foreign direct investments into
the Ukrainian economy were substantiated.

Keywords: investments, foreign investments, FDI, investment climate, economy,
correlation, factor analysis, Ukraine

JEL Classification: E20, E22, E27

INTRODUCTION

Creating conditions for intensifying the activities of entrepreneurs is one of the ways to
intensify economic development, promote economic growth by increasing foreign trade,
the competitiveness of domestic goods in world markets and bringing their quality pa-
rameters closer to the world level, wages and social benefits, improving working condi-
tions and its motivation, increasing tax revenues, adopting legislation regulating tax,
customs, investment, credit and depreciation policies in line with international stand-
ards, providing for the implementation of real-life science-intensive and resource-saving
technologies that import, increasing the number of institutions that meet the needs of
the population, meeting the services of productive and non-productive nature, the trust
of individual foreign entities and states, improving the image of the state. Attracting
foreign investment is an effective means of ensuring the economic growth of any coun-
try, Ukraine is no exception. Thus, the relevance and importance of the study are sub-
stantiated by the creation of a favorable investment climate in Ukraine, which will allow
for establishing guarantees of protection of foreign investments, including FDI, and sta-
bility of the legal basis for entrepreneurship performance.
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LITERATURE REVIEW

The problem of attracting foreign direct investment is quite relevant today. The development of investment processes and
their regulation by the state are considered in economic theory in both classical and Keynesian concepts. Macroeconomic
aspects of investment were quite fully disclosed in the works of famous foreign economists: J. Keynes, J. Clark, A. Marshall,
D. Ricardo, P. Samuelson, A. Smith, G. Habler, R. Harrod, W. Sharpe, etc. Problems of investment, as well as investment
processes, have been studied in detail in the works of modern foreign economists - P. Krugman, A. Culman, A. Mertens,
M. Obstfeld and others.

A significant contribution to the issue was made by domestic scientists: I. Danylenko, B. Dmitruk, A. Dmytrenko, V. Fe-
dorenko, B. Khudaverdieva, D. Fedorchuk, O. Dry, Yu. Spektorov, A. Merzlyak, S. Zakharin and others [4;5;6;16;17;18;19].

In the process of reflecting on any economic phenomenon in the course of economic analysis, the main thing is its general
economic characteristics. Therefore, it is important to study the economic essence and conditions of investment activity
development.

This study should be carried out based on the definition of the economic essence of the category "investment". It should
be noted that in the literature there is no consensus on the approach to the interpretation of the definition of "investment".
Thus, L. Vovk proposes to define the concept of investment as the "investment of funds in order to ensure their increase
in the future” (2000, p. 5) [19].

0. Chabaniuk notes that the methodological basis for the formation of information about investment in accounting is
defined in the provisions of accounting standards (2017, p. 15) [21].

A.V. Mertens considers macro-level investments as part of the total costs, which include expenditures on new means of
production (production or fixed investment), investment in new housing and the growth of inventories [26, p. 3]. French
economist P. Massé in his work "Criteria and methods of optimal determination of capital investment" defines investment
as a capital investment [27, p. 46]. American scientists C. Fisher, R. Dornbusch and R. Schmalenzi in the publication
"Economics" give the following definition of the term "investment" (investment costs): "these are the costs to create new
capacities for the production of machines, financing of residential, industrial or agricultural construction, as well as stocks.

Great English economist, founder of the Keynesian direction in economic theory J. Keynes gave a fairly broad definition of
the term "investment", having conducted deep and comprehensive research at the micro and macro levels. He believed
that investment is "the current increase value of the capital property as a result of production activity of a given period",
and "that part of the profit for a certain period that was not used for consumption". He believed that at the macro level
investment is a kind of multiplier that induces rapid growth of demand and income.

Thus, at the macro level, the economic essence of investment is manifested in financial instruments for creating new
capital, balancing demand, income and consumption, providing profit to investors and strengthening the economy of the
country.

However, given the practical importance of investment in the reproductive process of the enterprise and the importance
of studying certain aspects of the theory and practice of analysis of the investment activity of the enterprise, - taking into
account the peculiarities of modern economic processes in the country, requires further research in this area, development
of new approaches, since the performed scientific developments for the most part concern only certain aspects of the
analysis of investment activity of the enterprise, in fact, not covering general theoretical issues that would systematically
reflect this process as certain structured integrity. Taking this into account, it is expedient to deepen the study of the
features of the current state and trends in the development of investment activity for the purpose of their theoretical
generalizations.

At the same time, the issue of identifying factors/factors of investment attractiveness remains somewhat controversial.
attractiveness. In particular, the paper presents a classification of investment attractiveness factors, components of exter-
nal and internal factors are identified and characterized.

The analysis of scientific works shows the controversial provisions on the allocation of factors that determine investment
attractiveness. Therefore, there is a need to clarify the concept of factors that determine investment attractiveness.

DOI: 10.55643/fcaptp.6.47.2022.3926 67


https://fkd.net.ua/
https://www.fta.org.ua/

®IHAHCOBO-KPEAUTHA AIAMbHICTb: MPOBSIEMW TEOPIT TA MPAKTUKM
ToM 6 (47) 2022

AIMS AND OBIJECTIVES

The article aims to analyze and forecast the inflow of foreign direct investment (FDI) into Ukraine by developing the
econometric model.

To realize the set goal, the following tasks were set:

= to analyze the development trends of foreign investment in Ukraine;

= to develop an econometric model in order to establish a correlation between the macroeconomic indicators and the
amount of the FDI;

= to substantiate the necessary preconditions for the attraction of foreign direct investments into the Ukrainian econ-
omy.

METHODS

In order to achieve the purpose a set of general scientific and special research methods were used, in particular: induction
and deduction, grouping, summarization, comparison, complex and systemic approaches. In addition, using statistical
methods, the article determines the structure and dynamics of foreign direct investment, taking into account the types of
economic activity and investor countries.

The inflow of foreign direct investment is determined mainly by the reinvested earnings of foreign investors. Foreign direct
investment (FDI) in the economy of Ukraine due to the participation of a direct investor in the capital increased in January-
June 2021 by 2.7 billion USD, of which 2.3 USD - reinvested earnings of a direct investor.

At the same time, excluding reinvested earnings, the direct investor's investment in the capital of the direct investment
company (USD 430 million) was insufficient even to compensate for the outflow of direct investors from direct investment
companies through debt instruments (USD 460 million) [20].

The Cabinet of Ministers expected foreign direct investment (FDI) at USD 6.5 billion in 2021, while in 2020 the outflow of
FDI amounted to USD 420 million. The National Bank of Ukraine (NBU) predicted that foreign direct investment (FDI) in
2021 would be USD 3.5 billion higher than previously estimated at USD 6.5 billion.

Revenues from foreign investment in Ukraine remain low in 2021 and do not play a significant role in stimulating economic
activity or supplying foreign currency in the market. In the nine months since the beginning of 2021, the payment of
income from direct investment to non-residents amounted to almost USD 11 billion, of which USD 5.2 billion - dividends
paid, USD 5.2 billion - reinvested earnings, USD 0.6 billion - interest payments to foreign direct investors. According to
portfolio investments, the net payment of income in favor of foreign investors amounted to USD 2.2 billion.

Excluding USD 5.2 billion in reinvested earnings from non-residents in Ukraine, direct investment in direct investment
enterprises in Ukraine amounted to only USD 744 million.

Relevant direct investment in equity (excluding reinvested earnings) only slightly exceeded payments to foreign direct
investors through debt instruments (USD 0.5 billion for 9 months of 2021) and, excluding the crisis of 2020, was the lowest
since 2014.

Such dynamics of foreign investments requires focusing the government's efforts on creating conditions for attracting both
foreign and domestic investments for the development of an investment-oriented model of Ukraine's economy.

In 2020, Ukraine faced for the first time a net outflow of direct investment - minus USD 868 million. In 2019, the inflow
of FDI amounted to USD 2.5 billion, in 2018 Ukraine invested USD 2.35 billion, in 2017 - USD 2.2 billion, 2016 - USD 3.28
billion, in 2015 - USD 2.96 billion, in 2014 - USD 410 million. In the first half of Ukraine attracted USD 2.83 billion in direct
investment, of which USD 2.33 billion came from the European Union. Ukraine attracted USD 4.8 billion in foreign direct
investment in the first three quarters of 2021 [6]. However, despite a large number of publications, this topic needs further
research.

The main and decisive macroeconomic factor in the export orientation of direct business capital is the positive balance of
imports and exports of investments, which has been observed in Ukraine in recent years.

The dynamics of foreign direct investments (FDI) in Ukraine and from Ukraine for the period 2010-2021 is analyzed in
Table 1.
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Table 1. FDI in and from Ukraine in 2010-2021. Note: since 2014 - excluding the occupied territories (Crimea, Sevastopol, parts of Don-
bass). (Source: compiled by the authors according to the State Statistics Service of Ukraine [14])

FDI in Ukraine FDI from Ukraine

Years

uUsD, min. + increase (- decrease) USD, min. + increase (- decrease)
2010 6495 +1679 736 +574
2011 7207 +712 192 -544
2012 8401 +1194 1206 +1014
2013 4499 -3902 420 -786
2014 410 -4089 111 -309
2015 -458 -868 -51 -162
2016 3810 +4268 16 +67
2017 3692 -118 8 -8
2018 4455 +763 -5 -13
2019 5860 +1405 648,0 +653
2020 -868 -6728 82,0 -566
2021 2836 +3704 41,0 -41

According to the State Statistics Service, the total volume of FDI in Ukraine until 2014 has a steady upward trend. However,
since 2015 there has been a stable trend to reduce the inflow of total investment in the country's economy. The reason
for the decline in the number of foreign investments was when the war in Donbas began, and the political situation in the
country was extremely unstable.

Analysis of foreign investment in the regions of Ukraine shows an uneven contribution to the regions of Ukraine. According
to the State Statistics Service of Ukraine, from 2014 to 2017 there is a decrease in investment activity in all regions of
Ukraine, and most in Dnipropetrovsk, Donetsk, Kharkiv, Cherkasy regions and the city of Kyiv. Since 2018, there has been
a slight increase in foreign investment in almost all oblasts compared to the previous year, but this trend is insignificant
and has little effect on the total amount of investment [7,8,13,15]

A more detailed analysis of the structure of foreign investment in the regions of Ukraine in 2018 shows that most foreign
investment is attracted to Kyiv (51.7%), Dnipropetrovsk region (11.7%), Donetsk region (3.5%), Kyiv region (5%) and
Odesa region (3.8%) in % of the total value in Ukraine. The above regions receive 75.7% of all foreign direct investment.
The last foreign investments were attracted to the Kirovograd region (0.2%), Rivne region (0.4%), Ternopil region (0.1%),
Khmelnytskyi region (0.5%) and Chernivtsi region (0.1%) [9,10,13,15].

RESULTS

Let's analyze the dynamics of foreign direct investment (cumulative total) in the economy of Ukraine, million USD. (y)
depending on internal and external factors of influence, in particular GDP, min (x1), average monthly salary, USD (x2),
gross external debt of Ukraine, billion USD (x3), capital investment, million USD (x4) and inflation index, % (x5) using
multifactor correlation-regression analysis. The selected factors have a significant impact on GDP and are selected as the
most influential. The initial data for the analysis are the statistical data of the State Statistics Committee of Ukraine during
2000-2020 (Table 2).
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Table 2. Dynamics of the main macroeconomic indicators influencing the FDI of Ukraine in 2000-2020. (Source: compiled by the authors
considering [1,2;3])

FDI (increased
total) in the Gross domfas_tic Average Gross exterl_'lal Capital invest- Inflation index
Years economy of product, million monthly salary, debt of Ukraine, ments, min. % (X5) !
Ukraine, min. min. USD (X1) USD (X2) bin. USD (X3) USD (X4)
USD (Y)
2000 3281.8 31262 42.47 7.99247 4343.45 125.8
2001 3875 38009 58.01 7.97828 5862.21 106.1
2002 4555.3 42393 70.59 8.07904 8741.62 99.4
2003 5471.8 50133 86.74 8.55473 11232.4 108.2
2004 6794.4 64883 111.02 8.80782 16791.5 112.3
2005 9047 86142 157.30 8.70422 21693.8 110.3
2006 16890 107753 206.51 9.80318 29499.5 111.6
2007 21607.3 142719 267.87 10.59166 44094.8 116.6
2008 29542.7 179992 343.43 11.17183 51654.3 122.3
2009 35616.4 117228 245.05 17.02270 24755.9 112.3
2010 52872 136419 283.12 22.83597 23824.3 109.1
2011 58654 163160 331.24 24.50705 32212.2 104.6
2012 65121 175781 379.42 26.14000 32904.2 99.8
2013 67031 183310 409.59 27.93182 31232.4 100.5
2014 49839 131805 292.32 30.82253 17167.2 124.9
2015 43780 90615 162.60 34.40986 11497.3 143.3
2016 45195 93270 203.02 36.04834 12765 112.4
2017 45179 112154 267.16 38.49011 15521.2 113.7
2018 44009 130832 325.99 37.62640 19350.4 109.8
2019 51387 153781 406.40 37.85359 22613.1 104.1
2020 48933 149789 430.21 39.70663 14994.1 105.0

Currently, it is difficult to consider investments in their general sense, especially when it comes to attracting foreign
investments into the Ukrainian economy. Obviously, investors are waiting for the end of the war and the plan for the
reconstruction of the country.

In today's realities, the main customer and the one who sets the vector of development is the state. Almost all funds
collected to the state budget are directed to support the country's defense capability. The money that comes from partners
and, for the most part, cannot be involved in military procurement, is used to meet the needs of the social component of
the country.

Currently, the main task is to maximize the preservation of macroeconomic stability and support the purchasing power of
the population.

In early October 2022, the Ministry of Economy announced more than 250 applications received by the government for
future investments in Ukraine.

Such a number of initiatives in just a month and in the midst of a hot war is an indicator that Ukraine remains interesting
for foreign investors who not only believe in its victory but would also like to become part of its economic revival.

Foreign direct investment in Ukraine from 2002 to 2022 (USD million) (Table 3).
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Table 3. Foreign direct investment in Ukraine from 2002 to 2022. (Source: [25])

Years FDI to Ukraine FDI from Ukraine Balance

2002 693 -5 +698

2003 1424 731 13 18 +1411 102.1%
2004 1715 291 4 -9 +1711 21.3%
2005 7808 6093 275 271 +7533 340.3%
2006 5604 -2204 -133 -408 +5737 -23.8%
2007 9891 4287 673 806 +9218 60.7%
2008 10913 1022 1010 337 +9903 7.4%
2009 4816 -6097 162 -848 +4654 -53.0%
2010 6495 1679 736 574 +5759 23.7%
2011 7207 712 192 -544 +7015 21.8%
2012 8401 1194 1206 1014 +7195 2.6%
2013 4499 -3902 420 -786 +4079 -43.3%
2014 410 -4089 111 -309 +299 -92.7%
2015 -458 -868 -51 -162 -407 -236.1%
2016 3810 4268 16 67 +3794 -1032.2%
2017 3692 -118 8 -8 +3684 -2.9%
2018 4455 763 -5 -13 +4460 21.1%
2019 5860 1405 648 653 +5212 16.9%
2020 -868 -6728 82 -566 -950 -118.2%
2021 6687 7555 -198 -280 +6885 -824.7%
2022 -210 -6897 81 279 -291 -104.2%

The first step in constructing a multifactor regression is to determine the relationship between the selected factors of
influence (Table 4).

Table 4. Results of the assessment of the relation between FDI in Ukraine (cumulative total) and macroeconomic factors. (Source: com-
piled by the authors considering [1,2,3])

Indicator Legend Coefficient of determination Regression equation
Gross domestic product, min. USD X1 R2 = 0.823 y = 0.000034x"76
Average salary, USD X2 R2 = 0.849 y = 13.312x1:406
Gross external debt of Ukraine, bin. USD X3 R2 = 0,9401 y = -130,29x2 + 7348,8x - 45049
Capital investments, min. USD X4 R2 =0.390 y = 0.8673x1.039

The constructed correlation indicates the closest correlation between FDI and these factors, observed with GDP per capita
in USD (0.849), average wages in USD (0.852) and gross external debt of Ukraine (0.810). The link between FDI and
capital investment was weak, insignificant - with the inflation index. Thus, the relationship between foreign direct invest-
ment and inflation in Ukraine is insignificant.

The analysis of the pairwise relationships between foreign direct investment (FDI) indicators is a special case of assessing
these relationships. However, in reality, this relationship is multifactorial, so an objective model of the real relationship
may be a multifactorial regression relationship. We find out using the method of multifactor correlation analysis, which of
the factors determines the change in the resultant feature - FDI. Among the selected factors are the following: GDP million
USD. (x1), average monthly salary, USD (x2), gross external debt of Ukraine, billion dollars (x3) and capital investments,
million USD (x4).
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It was proved above that all these factors alone have a significant impact on FDI in Ukraine, so it is advisable to trace their
overall impact on the dynamics of the performance indicator. The constructed correlation matrix between these factor
features indicates the presence of multicollinearity between them. To get rid of multicollinearity, we transform the infor-
mation base of factor features using a matrix of factor loads, using the principal components method.

Verification of the obtained data for the presence of multicollinearity indicates the elimination of it due to the method of
principal components. The determinant of the correlation matrix is equal to one. Therefore, the transposed matrix F can
be used as an input information base for multidimensional correlation-regression analysis. The closest relationship is ob-
served between capital investment and FDI growth in Ukraine, an effective indicator. Using the Regression function in MS
Excel) we will build a model (Table 5).

Table 5. Regression analysis of the model of foreign direct investment. (Source: compiled by the authors considering [1,2,3])

Regression statistics
Plural R? 0.99
R? 0.97
Rationed R? 0.97
df SS MS F Significance F
Regression 4 9360268576. 54 2340067144. 14
Remainder 16 247803234. 79 15487702. 17 15. 09 1, 72162E-12
Together 20 9608071811. 33
Coefficients Standard error t- statistics
Y- crossing 33746. 75 858. 78 39. 30
Variable X1 18049. 85 859. 45 21, 00
Variable X2 -8251. 78 858. 89 -9.61
Variable X3 -66. 51 856. 06 -0. 08
Variable X4 -5711. 02 689. 40 8,28

The results of calculations on the choice of the form of the relationship between factors and performance showed that
among the linear, quadratic and power dependencies more accurately approximate the initial data to study the impact of
factors on foreign direct investment (FDI) - linear empirical dependence.

The multiple coefficient of determination of the multifactor model of the obtained coupling equation is 0.99. The bond
density is characterized by a correlation coefficient and determination. In the obtained regression model, the latter is
respectively equal to 0.97. This means that the variation in foreign direct investment by 97% is due to changes in the
studied factors and less than 3% depends on other factors not taken into account.

Table 6 shows the calculated values of the factor characteristics for 2021 and the corresponding normalized values required
for the calculation of the FDI forecast (cumulative total).

Table 6. Forecast of FDI on the basis of factor and performance characteristics. (Source: [6])

Indicator Coeff|C|e::t¢i):ndeterm|- Regression equation 2021 year Normalized values
Gross domestic product, 2 _ y = 19.874t4 — 830.06t3 +
min. USD R? = 0.8283 10388t2 - 30999t+ 57747 159871.37 0.99
y = 0.0496t4 - 2.0441t3 +
Average salary, USD R2 =0.8516 25.821t2 - 83.972t + 327.96 0.72
121.81
Ukraine's external debt, 2 _ y = -0.0138t3 + 0.4962t2 }
bin. USD R? = 0.9875 - 3.0491t + 12.073 20.205 0.12
_ y =-0.6364t5 + 38.803t4 — | y =-0.6364t5 +38.803t4 —
Captal investments, min. R? = 0.7365 837.1913 + 7324.2t 837.1913 + 7324.2t2 - 1.09
20317t + 20409 20317t + 20409
Foreign direct investment (cumulative total) in the economy of Ukraine,
min. USD: Y = 33746. 75+ 18049. 85 X; - 8251. 78X266 51. 34X;-5711. 39476,46
02X
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According to the four-factor model built in 2021, the volume of FDI (cumulative total) is USD 39476.46 million. Despite
the positive forecasts of the NBU on increasing foreign direct investment flows, forecast calculations based on the model
indicate the opposite situation - a decrease in FDI in 2021. Improving long-term forecasting of foreign direct investment
based on econometric modeling will form a strategy for investment policy.

DISCUSSION

Attracting foreign investment is an effective means of ensuring the economic growth of any country. However, in order to
create a favorable investment climate in the country, in addition to guarantees of protection of foreign investments and
stability of the legal framework for entrepreneurial activity, it is important to have information transparency of the pro-
cesses of managing the invested capital, clarity of information about the activities of the enterprise for foreign investors,
which is ensured by the adequate organization and accounting of foreign investments.

The analysis of world experience shows that in countries with rapid economic growth and growth of foreign investment,
much attention is paid to state support for foreign investment, the growth of the attractiveness of investment objects and
the level of foreign investment, which is one of the indicators characterizing the degree of integration of any country into
the world community.

In Japan, there are no special laws and bodies that would regulate foreign investment. Agriculture and forestry, fishing,
oil and mining industry, leather industry are partially closed to foreign capital. For capital importers there are no restrictions
on the purchase of the real estate in the country and the foreign partner can freely transfer its share of profits abroad.
Joint ventures with foreign investment are established in the form of limited liability companies and joint stock companies.

Foreign investors are attracted by the UK tax system, which provides for the lowest taxes, unlimited transfer of profits
abroad and there are no restrictions on the lease of premises for the establishment of joint ventures. For foreign investors,
there are some restrictions on activities in aviation and water transport, broadcasting and insurance.

Foreign investment in the German economy occupies a much larger place than in the economy of other EU countries. In
this country, the most favorable conditions for foreign investors have been created: the legislation does not impose re-
strictions on the import and export of capital; new firms in the first year of operation pay 25% of income tax, for the
second year - half and only after the third year pay the tax in full; investment incentives are provided to small and medium-
sized companies.

In Italy, the import and export of foreign capital are free. There are currency restrictions on the export of capital from the
country. Non-residents can receive short-term loans and place securities in the country for foreign direct investment if
they comply with the rules of currency control. The current taxation system in Italy is the same for both national companies
and enterprises with foreign investments.

Analysis of the development of European countries, the USA and the rapid growth of Asian countries (USA, Germany,
France, Great Britain, South Korea, Taiwan) shows that the main reason for investment activity was foreign capital, which
played an active role in the development and restructuring of their economies.

Therefore, the issue of improving the investment climate and business environment is always relevant for any country,
including Ukraine.

Having analyzed the tendency of establishing joint ventures in Ukraine, it can be stated that the volume of foreign invest-
ments in the Ukrainian economy remains insignificant, as there are currently no reliable tools to protect investors from the
possibility of losing part of their investments, there are constant changes in legislation that hinder the attraction of invest-
ments into the national economy, potential investors are poorly informed about investment opportunities, there are certain
difficulties in obtaining loans from foreign investors.

The difficulties of Ukraine's integration into the European Union are related to the problems of the country's economic
situation and the production of competitive products. Countries applying for full membership in the European Union must
have an established market economy and the ability to withstand competition. The discrepancy between Ukraine and the
European Union is the difference between the regulatory framework, and the macroeconomic situation does not allow to
quickly adapt Ukrainian legislation to the legislation of the European Union.

In addition to the above-mentioned problems, according to leading European experts, the entrepreneurial risk of invest-
ment in Ukraine is quite high and amounts to 80%, which leads to an insignificant flow of direct investment in our country.
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The analysis of the development of foreign investments from and into Ukraine shows that the investment climate in Ukraine
remains unfavorable due to the following reasons: imperfect legislation; instability of domestic tax legislation; high tax
pressure on the capital of enterprises; inconsistency of the current regulatory documents governing investment activities;
different business conditions for domestic and foreign investors; low level of national investment management; underde-
velopment of the domestic investment climate; lack of investment and investment policy; lack of investment and invest-
ment policy in Ukraine.

In practice, there is a large number of ratings of the investment climate of the state or the investment attractiveness of
the investment object, which are regularly published and differ in the list of components that are taken into account in the
calculation.

For example, Standard and Poor's Corporation (S&P) and Moody's Investor Service, Inc. (Moody's) focus on the US market,
Fitch Rating Ltd (Fitch) on European countries, and Rating & Investment Information Inc. is an indicator of issuers' solvency
for Asian countries.

The parameters of the most popular indicator among domestic analysts, the Doing Business Index, include starting a
business, procedures for obtaining permission to create a logistics base, hiring employees, property registration, obtaining
credit, investment protection, tax payments, trade with foreign countries, drawing up a contract, closing a business. It is
calculated taking into account the laws and regulations that affect the conditions of doing business.

Experts from the Heritage Foundation and The Wall Street Journal calculate the Heritage Foundation's Economic Freedom
Index and define economic freedom as "the absence of government interference or obstruction of the production, distri-
bution and consumption of goods and services, other than protecting and upholding freedom as such."

The index of economic freedom is based on 10 indices, measured on a scale from 0 to 100, with an indicator of 100
corresponds to the maximum freedom, and 0, respectively, the minimum. Among the main parameters: business freedom,
trade freedom, financial freedom, government spending, currency freedom, investment freedom, financial freedom, prop-
erty rights, freedom from corruption, freedom of labor.

During the period from 2012 to 2021, Ukraine gradually moved to the end of the lists. These indices give a clear signal
that the investment climate in Ukraine is not comfortable for businesses, especially in the short and medium term, due to
the lack of practical steps to ensure economic freedom and protect the interests of all participants in business processes
with clear, predictable and unbiased rules of doing business [11,12].

CONCLUSIONS

Thus, the outpacing growth of gross investment compared to the dynamics of GDP indicates the strengthening of the
investment component in Ukraine's economic growth. This indicates that Ukraine's economy is developing at a slow pace,
and it needs to import investments into the country. Factor analysis of FDI indicates a significant but insufficient lead in
the growth of positive investment flows (in Ukraine) over the negative (from Ukraine). The actual amount of FDI does not
meet the current needs of the country's economy. Changes in the dynamics of FDI (cumulative total) are closely linked to
GDP and capital investment in millions of dollars, average wages in dollars, and gross external debt in billions of dollars.
The constructed model and the established correlation between the factors determine the conditions, attracting sufficient
FDI, namely the growth of the state economy, welfare, reducing the country's external debt and effective public invest-
ment. Management decisions developed in these areas will contribute to the formation and implementation of Ukraine's
investment policy.

Thus, the classification of factors affecting investment attractiveness is presented, defines a wide range of economic and
social categories under consideration. Such an approach to investment attractiveness, i.e. based on aggregate factors for
all sectors of economic activity, determines the approximate overall investment attractiveness. Taking into account the
specifics of specific activities and production sectors, the criteria considered in the location analysis may contribute to
different location analysis may contribute to the actual decision to varying degrees.
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Amutpenko A., Qypmaryyk O., KpasueHko O., KaprieHko €., Koba O., Avieqor6oH /.

MAKPOEKOHOMIYHMW AHAJI3 TA MPOrHO3YBAHHS 3ATYYEHHS NPAMUX IHO3EMHMUX
THBECTULIN: NPUKNAJL YKPATHUN

3anyyeHHs! iHO3eMHUX IHBECTULLIN € AiEBUM 3acO60M 3abe3neyeHHs] EKOHOMIYHOTO 3pOCTaHHs ByAb-sIKOT KpaiHW. AKTyarb-
HiCTb 06paHOi TEMATWKW MiAKPEC/IOETLCS CTBOPEHHSM CMPUSITAIMBOrO iHBECTULIMHOMO KJiMaTy B KpaiHi, O A03BONUTH
YCTAHOBWTW rapaHTii 3aXMCTy iHO3EMHMX iHBECTULM Ta CTabiNbHOCTI NpaBoBOi 6a3u 3AiNCHEHHS NiANPUEMHULLKOI Aisinb-
HOCTi. MeTot0 CTaTTi € aHani3 Ta NPOrHO3 HAaAXOMKEHHS MPSMUX iHO3eMHMX iHBecTuuin (MII) B YkpaiHy. [ns AOCSTHEHHS!
NOCTaBMEHOoi MeTU po3pob11eHO EKOHOMETPUYHY MOAENb, SKa AEMOHCTPYE B3aEMO3B'A30K MiDK MAaKPOEKOHOMIYHMMM MOKa-
3HUKaMK, iXHIMK XapakTepuctimkammn Ta obcsrom MII. BukopnctaHo KOMNAEKC 3arasibHOHAYKOBKX Ta CrelianbHUX METOAIB
LOCTiIKEHHS, 30KpeMa: iHAyKUiA Ta AeAyKuis, rpynyBaHHs, MiACyMOBYBaHHS, MOPIBHSHHS, KOMMIEKCHUN Ta CUCTEMHUIA
nigxoau. Y cTaTTi PO3KPUTO CYTHICTb iHO3EMHUX IHBECTMLIM NS eKOHOMIKM YKpaiHu Ta BU3HAYeHO xapaktepuctuku MIIL.
[JetanbHo npoaHanizosaHo BnamB MNII Ha eKOHOMIKY YKpaiHn Ta copMynboBaHO 0BrpyHTYBaHHS YMOB iX 3any4yeHHs. I3
BMKOPUCTAHHSIM CTaTUCTUYHUX METOAIB AOCNIMKEHO CTPYKTYpy Ta AuvHamiky MII 3a BMaaMm eKOHOMIYHOI AiSSIbHOCTI Ta
KpaiHaMu-iHBecTopaMu. [OCNiMKEHHS MOKasanu, Lo caMe 3a J0MNOMOrol 3a/ydYeHHsI NPAMUX iHO3EMHUX IHBECTULIN 3a-
6e3neuyeTbcs 3pOCTaHHS EKOHOMIKM AepXaBu, A0O6pobYyTy HaceNeHHs, 3MEHLLEHHS 30BHIiLLHIX 60priB KpaiHW Ta eheKTUBHI
JepXxaBHi KaniTanoBKNaAeHHs. 3 ypaxyBaHHAM Liboro cchopMOBaHO nepeayMoBu HeOOXiAHOCTI 3any4eHHs NpSIMUX iHO3eM-
HUX IHBECTULLI B EKOHOMIKY YKpaiHu.

KnouoBi cnoBa: iHBecTuLii, iHO3eMHi iHBeCTULT, iIHBECTULLIHWUIA KNiMaT, EKOHOMiKa, KOpPENsLiHWI 3B'A30K, (haKTOPHUI
aHanis, YkpaiHa
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