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The main objective of this article is to analyze theoretical aspects of interaction 
between internal and external factors of public investment stimulation accompanied 
with appropriate empirical tests to form conclusions and recommendations for modern 
investment trends in Ukraine. In particular, the article focuses on important 
macroeconomic factors such as the real exchange rate of the national currency, 
inflation and the discount interest rate (refinancing rate). Correct and timely 
manipulation   with   the   outlined   macroeconomic   factors   (instead   of   abuse of  
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protectionist measures) should promote investment processes in transition economies, 
some examples of which are explored in the article (Central and Eastern European 
countries). For instance, regulation of currency exchange rate, depending on various 
measures of macroeconomic regulation, would lead to totally opposite effects – from 
"Balassa-Samuelson Effect" to the consequences of "Dutch Disease". Some doubt has 
been cast upon the introduction of inflation targeting through high correlation between 
risks and potential effects of the inflation targeting application, which depends on 
different preconditions. An important observation of the article is about an adequate 
and transparent policy of the Central Bank for the establishment and regulation of the 
refinancing rate primarily through the recovery of the domestic market.  
 
Keywords: investment, exchange rate, inflation targeting, discount rate, banking system. 
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