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Summary. The level of investment attractiveness of each country is an
indicator of the success of economic policy at the macro and micro level. As a
cumulative indicator, it is under the influence of direct and indirect factors. In
addition, a characteristic feature of the possibility of attracting investments is the
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time to form a coherent policy of state bodies and private institutions, provided there
are external positive influencing factors. At the same time, only one factor, even in
the short term, is enough to significantly reduce the country's investment
attractiveness for potential investors. The Ukrainian economy is in a state of deep
destruction, which cannot be overcome without a favorable business climate. The
events of the last 9 years had a significant impact on the economy of Ukraine. The
conflict in the east of Ukraine, the annexation of Crimea, the full-scale invasion, as
well as political and economic instability contributed to a reduction in the inflow of
foreign investments. Since 2014, it has become difficult to insure foreign investments
due to uncertainty and the impossibility of assessing potential risks and losses, which
has led to a decrease in Ukraine's investment attractiveness. Currently, Ukraine
cannot achieve sustainable economic development on its own, and that is why it
needs significant attraction of foreign capital.

The article examines the essence of the concepts of "investment attractiveness"
and "business climate". Factors that determine the country's investment
attractiveness are considered in detail. The key trends of Ukraine's economic
indicators, which have a direct impact on its investment image, are depicted. The
place of Ukraine in the world ratings, in particular credit ratings, whose results
determine the level of investment attractiveness and the state of the business climate,
is considered. A comprehensive analysis was carried out, which made it possible to
determine the current state of the business climate in Ukraine. Factors that have a
positive and negative impact on the investment attractiveness of Ukraine have been
identified.

Key words: foreign investments, business climate, investment attractiveness,

international ratings, competitiveness, credit ratings.
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Anomauin. Pisenv ineecmuyitinoi npueadIUBOCMI KOJNCHOI KpaiHu €
NOKA3HUKOM YCNIUHOCMI eKOHOMIYHOI NOAIMUKU HA MAKpO- ma MIKpopieHi. Ik
CYKVNHULL NOKA3HUK, 8iH nepebysac nio 0i€lo (axmopie npsamoco ma Henpsimozo
enaugy. Kpim moeo, xapaxmepHolo 0coOAUGICMIO MONCIUBOCHI  3ATLYYUEHHS
iHgecmuyill € 4ac Qopmy8anHs 3714200H#CEHOI NONTMUKU O0EPHCABHUX OP2aHI8 ma
NPUBAMHUX THCIMUMYYIU 3 YMOBU HASAGHOCMI 306HIUHIX NO3ZUMUBHUX (DaKMOpIE
eénaugy. Boowouac nuwe 00HO20 UYUHHUKA, HABIMbL Y KOPOMKOCMPOKOSIU
nepcneKkmusi, 00Cmamusvo, Wob Cymmeeo 3HUUMU IHBECMUYILIHY Npuadbiuicms
Kpainu Ol MOJACAUBUX BKIAOHUKIE KOowmis. YKpaincbka ekonomixka nepebysac y
cmaHi 21uboKoi pyltiHayii, Ky HeMONCIUBO NOOoAamu Oe3 CHpUusmiueo2o Oi3Hec-
knimamy. I1o0ii ocmannix 9 pokie icmomHo NAUHYIU HA €KOHOMIKY Ykpainu.
Kongnikxm na cxooi Yxpainu, anexcis Kpumy, nosnomacuimabue emopeHeHus, a
MAaKo;#C NOJIMUYHA Ma eKOHOMIYHA HeCMAbLIbHICMb CNPUSLIU CKOPOYEHHIO NPUMOKY
iHozemuux ingecmuyit. 3 2014 poxy inozemHi iHeecmuyii cmano CKIAOHO
cmpaxyeamu 4epe3 HeGUSHAYEHICMb Ma HeMONCIUBOCHI OYIHUMU NOMEHYIUHI
PpU3UKU ma 30UumKU Wo Npu3eeno 00 3HUNCEHHS [HEeCcmuyiuHoi npueadbiueocmi
Vkpainu. B oanuti uwac VYkpaina me mooice camocmiuino oOocsemu Cmaioco
EeKOHOMIYH020 PO36UMKY, a4 MOM)Y HOmMpeOye 3HAYHO20 3ANYYeHHS IHO3EMHO20
Kanimany.

Y ecmammi 0ocniooceno cymnocmi nonamms «iHgecmuyiina npusadbiugicms »
ma «bOi3Hec-knimamy. [lemanvHo po3enaHymi  gakmopu, SAKI  8USHAYAIOMb
iHBeCMUYILIHY NPUBAOIUBICMb KPAIHU. 300padMCeHo K0406l meHOeHYli eKOHOMIYHUX
NOKA3HUKIE YKpainu, axi maomes NpamMull eénaiue Ha il IH8eCMUyYitiHUUL IMiodiC.
Pozenanuymo micye Vkpainu y ceimosux peiimuneax, 30Kpema KpeOUmHux, Hd
pe3yibmamax SAKUX 6U3HAYAOMb piéeHb [HEeCMUYIUHOI npusabIusocmi ma cmau

Oi3nec-knimamy. 30iliCHEeHUll KOMNIEKCHUU aHani3, SAKUt 0036801U8 BU3HAYUMU
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nomouHuti cmax OizHec-Kuimamy 6 Ykpainu. Buseneno ¢haxmopu, saxi maromo

NO3UMUBHUL MA He2AMUBHUL 8NIUE HA THBECUYINIHY NpusadIusicms Yxpaiuu.
Knrouosi cnoea: inozemui ineecmuyii, Oi3Hec-Kaimam, IHEeCMUYILHA

npueadbIUicmsb, MINCHAPOOHI peumuneu, KOHKYPEeHmOCHPOMOICHICHb, KPeOUmHi

peumunzu.

Formulation of the problem. In the conditions of an unstable economic
environment, caused mainly by the conflict in Ukraine, the search for ways to support
and even grow the domestic economy is of particular interest. In the conditions of
global transformations, Ukraine needs to attract significant foreign investments to
ensure economic development, raise the standard of living, stimulate competition
and business development, increase production and modernize existing enterprises.

Ukraine has taken certain steps to improve the investment climate. However,
the overall situation remains unfavorable. The low investment attractiveness of
Ukraine prevents the modernization of the economy, the implementation of urgent
reforms, the exit from a deep systemic crisis and the overcoming of economic
destruction. Improving the investment climate and increasing investment activity is
a particularly urgent task at this stage of Ukraine's development.

Analysis of recent research and publications. Today, scientists are actively
researching and discussing the business climate and investment attractiveness of
Ukraine. The main regulatory legal acts that regulate investment activity are: Law of
Ukraine "On Investment Activity" [1], Law of Ukraine " On stimulation of
investment activity in priority sectors of economy in order to create new jobs" [2],
Law of Ukraine "On Innovation activity" [3].

In recent years, a large number of scientific studies have been carried out on
the investment attractiveness of the country. Kryhivska N. [4] and Chernyshova H.

[4] outlined methods for assessing investment attractiveness at the country level and
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their use in economic analysis; Shvets Yu., Burdylo O. [5] — from the point of view
of the formation of the investment and business environment. Approaches to
assessing the attractiveness of countries and regions were summarized.

Formulation purpose of article (problem). The purpose of the study is to
carry out a micro- and macroeconomic analysis of the impact of Russian aggression
on the business climate and investment attractiveness by evaluating the positions of
Ukraine through the prism of national indicators and international ratings.

The main material. The full-scale invasion became a new factor influencing
the level of business activity and the investment environment in Ukraine. The
business climate and investment attractiveness are key factors in accelerating the
investment movement at the macro level, which can be actively observed in modern
realities. From the beginning of independence until today, the economy of Ukraine
has gone through a difficult path. And if until February 24, 2022, the key problems
were corruption, the difficulty of entering foreign markets, and the judicial system,
then with the beginning of full-scale invasions came more global problems:

— constant missile danger;

— destroyed infrastructure;

— decrease in demand,;

— lack of funding;

— complexity of risk insurance.

In order to quickly restore the economy, it is necessary to solve both old and
new problems. The development of IT startups, promotion of exports, greening of
production and expansion of value-added chains of goods will contribute to the
economic development of Ukraine, which in turn will increase the investment
attractiveness of the country. A high level of this indicator contributes to the
attraction of investments in the country, improving the level of employment of the
population and positively influencing the economic situation as a whole. That is why
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the development of investment attractiveness in Ukraine is almost the most important
task in the current economic situation.

In general, investment attractiveness is defined as the relationship between
investment potential and risk, which shape it, and investment activity and climate,
which influence it. There is a close relationship between these categories, because
when an investor chooses an investment object, he is primarily interested in such
characteristics as investment risk and potential.

Scientists divide indicators that determine the level of investment
attractiveness of a country into three groups of factors that are decisive for investors:

— factors of direct influence on the level of investment potential (labour,
geographical, consumer, financial, innovative, etc.);

— factors that determine the level of non-commercial investment risks
(legislative, economic, political, social, environmental, etc.)

— Investment activity (stimulation of direct and portfolio investments, focus
on improving the investment climate, intensification of the introduction of
production facilities) [6, p. 167].

Military aggression and a negative information background regarding an even
greater escalation of war risks increase the negative impact on investment
attractiveness, business climate and business expectations of both domestic
entrepreneurs and foreign investors. This significantly increases financial risks,
lowers borrowing costs, and weakens Ukraine's credit ratings. Such waves of
information about the escalation of military aggression directly affect fluctuations in
the demand for the hryvnia, the increase in the purchase of the most necessary goods
and products. This, in turn, worsens the exchange rate dynamics and increases the
inflationary pressure on the domestic market.

In 2014-2015, the frenetic demand for currency led to a reduction in the
country's international reserves by 14.8 bln. USD. The increase in demand for the
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currency in 2014-2015 led to the devaluation of the hryvnia from 7.99 UAH /USD
(January 1, 2014) to 16.6 UAH /USD (January 1, 2015) and 25.5 UAH /USD
(January 1, 2016). A similar situation developed after February 24, 2022. There was
a devaluation from 27.3 UAH /USD (January 1, 2022) to 36.6 UAH /USD (January
1,2023) [7].

The high import dependence of the Ukrainian economy and exchange rate
fluctuations became key factors in the growth of inflation both in 2014 and in 2022.
The consumer price index (CPI) in 2014 was 24.9%, in 2015 it was a record 43.3%,
and in 2022 the annual rate was 26.6% (Fig. 1). In 7 months of 2023 CPI was 4%
[7].

The Russian invasion significantly worsened the business expectations of
enterprises regarding development prospects. In the period of the 1st quarter 2014 -
Ist quarter in 2015, the business expectations index, which is calculated by the

National Bank of Ukraine (NBU), deteriorated to 83.5%.
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Fig. 1. Dynamics of the mid-year cours UAH /USD and the inflation rate
Source: developed by authors based on [7]
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During 2016-2021 this indicator increased significantly, but due to a full-scale
invasion, it reached its lowest level - 72.6%. The first two quarters of 2023 showed
positive dynamics and IDO almost returned to the mark of 2021, which indicates
good business expectations of enterprises in the next 12 months (Fig. 2) [8].

The increase in geopolitical threats leads to a decline in the competitiveness of
the domestic economy on the global capital market. In modern conditions, not only
is the inflow of foreign investments becoming more difficult, but also the motivation

for the outflow of funds and capital from the Ukrainian economy is deepening.
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Fig. 2. Index of business expectations in Ukraine in 2014 - the first half of 2023, %
Source: developed by authors based on [8]

In the period 2014-2015 The NBU first introduced a partial, and later a full
ban on the repatriation of dividends by non-residents. After the ban on the withdrawal
of dividends was initially partially, and in 2019, completely canceled, this process
has significantly intensified. In the period of 2016-2017, dividends and the amount
of 2.5 billion dollars were repatriated from Ukraine. USA, in 2018-2021 — 13.5

billion dollars (Table 1). Under conditions of growing uncertainty caused by a full-
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scale invasion and restrictions on the foreign exchange market, the NBU From
February 24, 2022. does not publish forecasts regarding the withdrawal of dividends
by non-residents, in order to avoid the formation of incorrect expectations. It is
known that for the period of January-February 2022, dividends in the total amount
of 461 million dollars were repatriated. USA [8].
Table 1
Repatriation of dividends from Ukraine by non-residents, 2016-2022

billion USD
Year Dividends, billion USD
2016 0,780
2017 1,881
2018 3,3
2019 3,5
2020 3,7
2021 10
2022 No data available

Source: developed by authors based on [§]

From the beginning of the XXI century, such a factor as the country's position
in international ratings began to be actively taken into account in the macroeconomic
analysis of investment attractiveness. All ratings by which investment attractiveness
and business climate in the country can be assessed are divided into those compiled
by research organizations and those compiled by international organizations of social
and economic development. Today in the world there are more than 16 ratings based
on various aspects of which the country's investment attractiveness can be
determined, but the following ratings have the greatest impact on this indicator of
Ukraine:

— Index of economic freedom, compiled by "The Wall Street Journal" and
"The Heritage Foundation";
— Competitiveness rating developed by the Institute of Management

Development;
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— Global Competitiveness Index of the World Economic Forum in Davos;

— Investment attractiveness index compiled by the European Business
Association;

— Credit ratings developed by Standard & Poor's, Moody's, Fitch Rating;

— International Business Compass of the Hamburg Institute of World
Economy;

— Best Countries for Business from Forbes [9].

The index of investment attractiveness, which is formed by the European
Business Association, is calculated by finding the arithmetic mean of 5 investment
climate factors. The highest indicator is 5. In this rating, Ukraine has never managed
to get such ratings as 4 or 5. Since 2012, the best indicator for Ukraine was 3.07 out
of 5 in 2018 (Fig. 3). In 2022, the percentage of CEOs who consider the business
climate in our country to be extremely unfavorable increased from 5% to 53%. Only
9% assess the current investment climate as neutral, and 4% consider it favorable
[10]. EVA specialists claim that the unfavorable investment climate in Ukraine was
primarily influenced by the full-scale invasion, other factors are called corruption
and a weak judicial system.

In 2022, the dynamics of the investment climate index, which is also compiled
by the European Business Association, worsened. Only 17% of CEOs believe that
the business climate has not worsened, while 79% feel changes. Experts predict that
by the end of 2023 it should improve, but not much [10].

In the absence of a favorable investment climate, the share of investors willing
to invest money is gradually decreasing. According to EBA data, as of February 24,
2022, only 12% of investors consider it profitable to invest in Ukraine.
Unfortunately, as of the beginning of 2023, this figure has not changed. Most of the
world's leading companies are still not ready to invest in Ukraine. However, if we

take into account those enterprises that have already done it, then the statistics are
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much better. Among the 102 surveyed companies, 93% said they would continue to
work in Ukraine in 2023. Also, more than half of these companies (53%) announced
new investment projects in Ukraine during the war, which is extremely important in

modern realities [10].
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Fig. 3. Dynamics of changes in the investment attractiveness index of Ukraine, 2012-2022

Source: developed by authors based on [10]

No less important for assessing Ukraine's investment attractiveness is the
credit rating, which is a conditional expression of the rating object's creditworthiness.

The presence of a credit rating is an indicator of an open financial market and
is very often used at the macro level in negotiations with foreign investors. Ukraine
cooperates with the three most famous rating agencies in the world (Moody's,
Standard&Poor's and Fitch Ratings) and with the Japanese agency "Rating and
Investment Information". Indicators in the ratings are denoted by letters from A (best
value) to D (default) [7].

The negative dynamics of Ukraine's credit ratings has become an indicator of

the country's growing risks. In 2014, Standard & Poor's, Moody's and Fitch Ratings
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downgraded Ukraine's credit ratings to the default class with a low probability of
growth due to the start of the war in the east, which predicted the continuation of
negative dynamics for the next 12 months. Positive assessments were restored only
at the end of 2015 [11].

With the start of the full-scale invasion, Ukraine's credit ratings deteriorated
sharply. If in 2016-2021 all forecasts for the following periods were positive and
stable, then in 2022 and 2023 they are mostly negative. Today, according to all
ratings, Ukraine is in class "C", which is a class of significant risk.

The international rating agency Standard & Poor's lowered Ukraine's credit
ratings from "CCC+" in 2022 to "CCC" with negative forecasts, which indicates a

possible downgrade in the next 12 months (Table 2).

Table 2
Rating of Ukraine by credit rating agencies, 2012-2022
Standard & Poor's (S&P) Moody's Fitch Rating
Year s . Sovereign rating of Long-term issuer
Long-term liability rating the country default rating
2012 B (negative) B3 (negative) B (negative)
2013 B- (negative) Caal (negative) B- (negative)
2014 CCC- (stable) Caa2 (negative) B- (negative)
2015 B- (stable) Caa3 (stable) CCC (rating not
assigned)
2016 B- (stable) Caa3 (stable) B- (stable)
2017 B- (stable) Caa2 (positive) B- (stable)
2018 B- (stable) Caal (stable) B- (stable)
2019 B (stable) Caal (positive) B (positive)
2020 B (stable) B3 (stable) B (positive)
2021 B (positive) B3 (stable) B (positive)
) CCC- (rating not
2022 CCC+ (stable) Caa3 (negative) assigned)
. . CCC- (rating not
2023 CCC (negative) Ca (negative) assigned)

Source: developed by authors based on [7]

Back in 2021, one of the key tasks of the National Economic Strategy of

Ukraine 2030 was to attract FDI by creating a competitive business climate and
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creating an attractive investment environment. Starting from 2025, Ukraine was
supposed to reach the level of 15 billion dollars. US foreign direct investment per
year [12]. It is worth noting that even in such a difficult situation that has arisen, with
a large number of negative factors that reduce investment attractiveness, it is
necessary to continue to follow the implementation of the goals of this strategy,
because in Ukraine there are many factors that positively affect its business climate,

in particular, the candidate status in the European Union (Fig. 4).

Military aggression from the side of Candidate status in the EU
the Russian Federation

Cancellation of quotas and duties on
Attacks on the power system Ukrainian exports

Corruption Connecting the energy system of
Ukraine to the European one

Ruined infrastructure Prolongation of payment of customs
and tax payments, as well as
: : reporting
Weakening of the main fund of the
business

Transport visa-free with EU

o countries
Weak judicial system

Fig. 4. Factors influencing Ukraine's investment attractiveness

Source: developed by the author

Conclusions and prospects for further research. In general, the business
climate and investment attractiveness are extremely important factors in ensuring the
movement of foreign investments. Ukraine has come a long way in building its
investment attractiveness, but a full-scale invasion has significantly changed
Ukraine's position.
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To determine the country's investment attractiveness and business climate,
experts use international ratings and indexes, the key ones of which are the economic
freedom index, competitiveness rating, investment attractiveness index, and credit
ratings. In 2022-2023, some publications in their ratings did not analyze Ukraine due
to the impossibility of fully collecting the required data. In other ratings, Ukraine has
significantly weakened its position, in particular, in the credit ratings of Moody's,
Standard&Poor's and Fitch Ratings, it is in the class of significant risk, which
negatively affects its investment attractiveness. In addition, if we do not take into
account the war, other factors that prevent Ukraine from moving forward are
corruption, a weak judicial system and a high tax rate. Positive aspects include the
status of a candidate for the EU, visa-free transport and the abolition of quotas and

duties on Ukrainian exports.
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