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Summary. The article analyzes the relative dispo-
sition of Ukraine and emerging economies at global
financial space. The main attention is paid to the
determinants of foreign investments and associated
changes in investment flows. The hypothesis of rela-
tive similarity of Ukraine and emerging economies
as investment-recipients was confirmed.
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Problem setup. In modern global economy dia-
lectical nature of participation in the globalization
processes is becoming more apparent. The deepening
of international cooperation, which is a necessary
prerequisite for further economic development, is
closely linked to competition among countries for
limited resources.

The countries most affected by the crisis are
now trying to reach the levels of previous economic
growth. Although the global nature of the crisis com-
plicates the achievement of this goal, thus economies
could not recover by expanding foreign consumer
markets, as the pace of their recovery is quite low,
while in those countries where the latter are high,
competition is to tough achieve long-term goals.
In this context, the only solution for the task is to
increase domestic production using funds received
from the countries that managed to preserve the
excess of free capital.

Analysis of the economic disposition of Ukraine in
relation to other countries that are international play-
ers in the investment space, analysis of major invest-
ment partners of Ukraine, including emerging econo-
mies as potentially important financial actors on the
world stage Ukraine is trying to approach, will help
to get an objective picture of the international invest-
ment subspace Ukraine and the role it plays in it, to
identify the main competitive strengths and weakness-
es with respect to investment partners of the country.

It should be noted that emerging economies are
of particular interest in terms of their participation in
international investment processes, both as importers
and exporters of capital. Another important issue is
to study the role of emerging economies with respect
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to Ukraine, and to investigate differences between
Ukraine and the emerging economies.

The main body. Appropriate analysis should begin
with a review of key macroeconomic indicators and fac-
tors promoting cross-border investment cooperation,
that depicts economic situation in Ukraine and emerg-
ing economies- Ukraine’s partners in the process.

Thus, while beginning to analyze participation of
Ukraine and emerging economies in international
capital flows we should keep in mind that the volume,
the dynamics and structure of such flows is the result
of several groups of factors. It was defined that a
special role among them is occupied by macro-factors
related to donor country and country-recipient of
capital. In the former case, factors determine the vol-
ume of investments, while in the latter — direction of
their movement, the choice of objects of investment
(assets), forms investments, changes in these flows.

Nowadays, both countries with emerging econo-
mies and Ukraine are net importers of investments
[1] as comparing to more developed economies,
therefore the volume of net flows of investments
is largely dependent on economic development of
these countries.

The notion of "global liquidity" is another im-
portant component that encourages investments
to these countries. The corresponding rate can be
measured by real interest rates in the countries ex-
porting capital that pushes the appropriate resource
from a country, and the growth rate of money sup-
ply as an indicator of monetary expansion, which
proceeded into the growth of available investment
funds. It should be noted that periods of 1979-1981,
1990-1997 and 2002-2008 were characterized by
growth in investments inflows to emerging econo-
mies - these periods were associated with decreased
U.S. interest rates followed by increase in invest-
ments to emerging Latin America faced economic
crisis and vice versa during these periods an increase
in the money supply in G3 was observed ( Picture 1).

Considering the factors ol investment associated
to countries-recipients of capital, emerging economies
become active participants in international capital
flows, pushing foreign capital outwards during pe-
riods of savings exceeding investments (Picture 2).
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Pic.1. Ke%/ indicators of global liquidity G3*
Source: compiled by the author based on data from WDI [ 2]
* G3 — Great Three
#* Money supply growth — the average level of real GDP.
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Pic. 2. The dynamics of capital accumulation and internal investments
Source: compiled by the author based on data from WDI and the State Statistics Committee of Ukraine [2;3]

Pic. 3. GDP

rowth rates

Source: compiled by the author based on data from WDI and the State Statistics Committee of Ukraine [2;3]
*## Countries with high income are classified in accordance to World Bank methodology

Ukraine, to some extent, is similar to the emerg-
ing economies both in terms of exposure to changes
in key indicators of largest world economies, and in
terms of participation in international capital flows
( Picture 3).

During periods when GDP growth in emerging
economies and Ukraine exceeded the corresponding
rates of developed countries, there was a decrease
in FDI imports in formers ( Pictures 3-4 ).
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Periods of increase and contraction in volumes
of investment are nearly identical for Ukraine and
emerging economies except for 2008-2009, when
Ukraine were more affected by the global linancial
crisis. Thus, we can conclude that foreign investors
of Ukraine perceived a country as a such with
characteristics defining emerging economies.

Confirmation of this conclusion may obtain from
the data in the following table.
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Pic. 4. FDI import in emerging economies and Ukraine
Source: compiled by the author based on data from WDI and the State Statistics Committee of Ukraine [2;3]
Table 1
Key macroeconomic indicators — factors of foreign investment
GDP growth rates (yoy,%)* | Savings (% of GDP)* | Investments (% of GDP)*
D Lo o D Lo (=] D o ()
oS — o — [ap) f) —_—
D (=) (=) (@] (a=) (=) D [a=) o
(] [ (=] () o (=] (] o e
D (] o D o (=) D (=] ()
[ep] (] o [ep] o o [ep] (] [
— [a\] N — (o] [oa\] — [oa\] (o]
High-income countries 26 1,7 1,0 21,0 20,2 19,0 21,2 20,4 19,5
Ukraine -8,9 4,7 1,4 225 | 27,0 19,8 22,1 20,6 23,1
Emering economies** 4,2 5,7 6,3 235 | 28,3 | 33,1 23,3 243 28,4

Source : compiled by the author based on data from WDI [2]

* The average value for the period

Weighted average ** on the value of real GDP of countries constituting a sample
Note: The period of 1980-1989 is excluded from consideration due to the fact that the relevant macroeconomic indicators for

Ukraine are available starting from 1991.

If we display high-income countries, Ukraine
and emerging economies on a conventional "map"”,
Ukraine seems to be situated precisely near emerging
economies, though somewhat inferior to them. There
are also some important differences. The analysis
can be summarized as follows:

First, the average rates of development in Ukraine
slowed down in 2006-2010, as in developed economies
they do, which only highlights the high degree of
dependence of the Ukrainian economy on the situ-
ation in developed countries.

Second, while in developed economies savings
rates in most cases were slightly lower than in-
vestment ones, in Ukraine and emerging economies
the situation was the opposite (if we compare ab-
solute values of comparable indicators), except for
2006-2010 year when savings rate in Ukraine was
below investment ones. The latter, however, was at-
tributed to the slower pace of economic development.

Third, the emerging economies savings rates
and investment rates were increasing throughout
the period of observation in contrast to developed
countries. The situation in Ukraine is deployed on a
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scenario similar to the emerging economies, although
crisis resulted in a reduction of all indicators due
to sensitivity of the Ukrainian economy to external
shocks related to its high dependency on developed
countries development.

Besides absolute indicators characterizing the
level of economic development and the overall in-
vestment climate in exporting countries (high-income
ones) and capital-importers (emerging economies
and Ukraine), another indicators are also widely
used. Most popular are characterizing the level of
volatility of key indicators, they can be used as a
measure of risk for foreign investors [5], as well as
those factors that "attract" investment in the country
(pull-factors).

The following table shows the relevant calcula-
tions for main economic partners of Ukraine in in-
ternational investment activity. Relevant countries
are divided into "blocks" — developed economies
and countries with emerging economy — Ukraine
exchanges capital with. GDP growth rates, CPI and
currency fluctuations were chosen as appropriate
indicators.
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The volatility of main macroeconomic indicators *

Table 2

Official exchange rate of local
GDP growth rate CPI (2005=100) currency
(yoy, in constant prices) to USD
(@p) (ep) o — [@p] [ep] Lo — [@p) [ep) o —
g2l g8|gl&|8|8|g]| & & = S
S S S e = S S <y = S S e
5|2 |2|5|8|g/5/5 8 |8 |8 ¢
Austria 21,1 121]31}162]58]39]32 3,1 0,7
Denmark 22 | 15 | 1413619748 |39 |37 1,6 0,4 1,1 0,3
France 12 1,2 1,022 110 44| 40 | 25 1,5 0,3
Italy 1,3 1101 1,2 301123871 48| 3.2 2977 213,2
Netherlands 18 1 1,1 | 141307055 |56 | 45|28 0,5 0,1
Sweden 13125 1,2 | 441103601 2928 1,4 0,9 1,2 0,4
Switzerland 17 1141151235850 18116 0,3 0,1 0,2 0,1
Grate Britain | 24 | 22 | 08 | 32 | 24 | 6,7 | 33 | 48 0,1 0,0 0,1 0,1
USA 26 | 16| 1,1 | 27 |58 | 7.1 |43 | 35
Bulgaria 37 155 | 1,0 | 54100 |31,0]103]129 0,0 0,8 0,3 0,1
Croatia 99 | 0,7 | 47 100 |3601 51 | 58 2,2 1,1 0,3
Hungary 15 | 48 | 04 | 40 | 1,6 [199]10,2 10,2 8,2 61,9 37,3 16,7
Romania 37 1 64 |22 |73 10,2 1229 | 11,5 0,0 0,5 0,4 0,3
Czech Republic 49 | 1.8 | 44 123 4,3 | 5,4 29 6,6 2,0
Ukraine 09 (671 31193 21,1 | 14,5 | 36,3 1,4 0,1 1,5

Source: compiled by the author based on data from WDI | 129]

* Calculated as the standard deviation during the period, %

According to calculations, Ukraine in many
respects is similar to the countries with emerging
economies of Central and Eastern Europe (CEE)
if we consider the degree of uncertainty in the
macroeconomic indicators. The corresponding
structural changes, strengthening of financial
control, institutional reforms have stimulated the
reduction of volatility benchmarks in the pre-
crisis period. When developed world was declining
further, the Ukraine and CEE emerging economies’
relevant indicators rose in absolute terms. Moreover,
Ukraine’s indicators are is higher, indicating a greater
degree of uncertainty in the results of potential
investments. Taking this into account, Ukraine
concedes emerging economies of CEE in the struggle
for investment.

Conclusions. Ukraine can be seen and is currently
considered by foreign investors as the country with
similar to emerging economies characteristics. This
is confirmed by observation of dynamics of main
macroeconomic indicators of Ukraine and their

changes in response to the changes in developed
economies and emerging economies. Therefore, the
experience of managing the foreign investments flows
used by emerging economies can be used as a basis
for decision-making in Ukraine. The latter issue could
be developed in the subsequent researches.
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KoOunsncoka A. B. MakpoekoHomiuna aucno-
3ULiS YKPAiHCbKOT €KOHOMiKM MO BiHOIIEHHIO 10
eMep/KEHTHUX eKOHOMIK B r100anbHoMy diHaHco-
BOMY MpPOCTOPi.

Auorauis. B crati mpoananizoBaHo BiIHOCHY T0-
3ULiI0 YKpaiHu Ta KpaiH 3 puHKaMy, 110 (pOPMYI0ThCH,
B rv106a/1bHOMY (hiHaHcOBOMY mpocTopi. OcHOBHA yBara
NpUAiNeHa IeTepMiHaHTaM iHO3eMHOr0 iHBECTYBaHHA
Ta BIANOBIZHUM 3MiHAM B iHBECTHLIHHUX MOTOKaX.
Byna minTBepaxena rimoTesa 1010 BiIHOCHOI CXO-
KOCTI YKPaiHCBKOI €KOHOMIKM 10 €KOHOMiKH KpaiH 3
pUHKaMH, O (GOpPMYIOTHCS, K IMIOPTEPiB iHO3EMHUX
{HBEeCTHULL.

KatouoBi caoBa: xpainu 3 puHkamu, mo Qopmy-
I0TbCS; KPAIHU 3 BUCOKUM PiBHEM JOXOLY; MiXKHAPOJHI
TMOTOKU KamiTa/ly; MakpO-eKOHOMIUHi [OKa3HUKH.
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KoOblnsinckas A. B. MakpoakoHomMuueckas Jauc-
MO3ULUSI YKPAUHCKOH IKOHOMUKH 110 OTHOILEHHIO K
IMEPKEHTHBIM IKOHOMUKAM B I7100aJbHOM (DHHAH-
COBOM MpPOCTpPaHCTBE

AHnHorauus. B cratbe mpoaHa/u3upoBaHa OTHOCH-
Te/IbHas TO3ULUS YKPAUHbl X CTPaH ¢ HOPMUPYIOLIH-
MHCS PbIHKAMHU B 11002MbHOM (DMHAHCOBOM MPOCTPAH-
ctBe. OCHOBHOE BHUMAaHUe YI€JNeHO [eTepMUHAHTaM
HHOCTPAHHOTO MHBECTHPOBAHKS U COOTBETCTBYIOLIUM
M3MEHEeHHUSIM B MHBECTHULMOHHBIX OTOKaX. bblia mox-
TBEpXK/EHa TUMOTE3a 00 OTHOCHTENbHOH CXOXKECTH
YKPauHCKO¥ SKOHOMHKH U 3KOHOMHUK CTPaH ¢ (GOpPMH-
PYIOLIUMUCS PHIHKAMHA KK UMIOPTEPOB HHOCTPAHHBIX
HHBECTHULIHH.

Katouesbie caoBa: cTpaHbl ¢ (GOPMUPYIOLIUMUCS
DBIHKAMH; CTPAHBI C BHICOKUM YPOBHEM JI0XOM1a, MEXIY-
HAapOJHbIE TIOTOKH KamuTajna; Makpo- SKOHOMHUECKHE
TT0Ka3aTeJy.
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