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Urgency of the research. One of the most significant
problems of the functioning and development of the Ukrainian
economy during the whole period after gaining independence
is the lack of financial resources.

Target setting. Military and political events of the last
years have made negative impact both on investment attrac-
tiveness of Ukraine and volumes of mutual investments with
Russia, however it is necessary to investigate the objective
reasons for this situation.

Actual scientific researches and issues analysis. At-
tempts to give an objective assessment of the state of foreign
investment in the Ukrainian economy and bilateral invest-
ments between Ukraine and Russia were made in publica-
tions by V. Heiets and L. Shinkaruk, Yu. Kovalenko, P. Pular-
ia, A. Yosypenko and others.

Uninvestigated parts of general matter defining. In
spite of great attention to the external investment sphere of
Ukraine, special attention was not paid to the assessment of
the role of both countries in bilateral investment cooperation.

The research objective. To identify the features of bilat-
eral investment cooperation between Ukraine and the Rus-
sian Federation.

The statement of basic materials. The dynamics of mu-
tual foreign direct investments in economy of Ukraine and
Russian Federation is analyzed. Role of each country in in-
vestment flows as well as structure of mutual investments by
industry groups and its changes before and after the begin-
ning of the political and military conflict are described.

Conclusions. A tendency towards a reduction in mutual
investment cooperation was noted with the strengthening of
its sectoral specialization. The fall in investment volumes as a
result of Russian aggression in the Crimea and the east of
Ukraine in 2015 changed by restoring investment. The struc-
ture of investments from Ukraine to Russia was characterized
by the predominance of the real sector as a recipient, while
reverse investments were directed to the financial sector.
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AWHAMIKA ABOCTOPOHHIX IHBECTULINA
YKPAIHU | POCINCbKOT ®EOEPALIIL:
[0 I nicns NOYATKY BINCbKOBO-

NONITUYHOIO KOH®NIKTY

AkmyanbHicmb memu docnidxeHHsi. O0Hieo 3 Hal-
binbw 3Hayyuwux npobnem @yHKYiOHy8aHHS i pO38UMKY
E€KOHOMIKU YKpaiHu npomsieoM 6cb0o20 nepiody nicnsi Ha-
bymms He3anexHocmi € bpak chiHaHcosux pecypcie 0Ons
OHOBJIEHHS] MEXHIKO-mexHoo2iyHoi 6a3u eupobHuumea i
HadaHHs nociye.

locmaHoeka npo6nemu. Bilickkoso-rnonimu4Hi nodii
ocmaHHiIX poKig cripasunu HezamueHul erue K Ha iHeec-
muuitiHy npusabnusicmb YKpaiHu, mak i Ha obcsieu 83aem-
Hux iHeecmuuili 3 Pocieto, o0Hak HeobxiOHO sussumu i
06°ekmusHiI npu4uHU 05151 Yb02o.

AHani3 ocmaHHix docnioxeHb i ny6nikayid. Cripobu
damu 06’eKmugHy OUiHKy cmaHy IHO3eMHO20 iH8ecmys8aHHs
8 EKOHOMIKYy YKpaiHu ma 080CMOPOHHIM iHeECMUUIAM MiX
YkpaiHoto ma P® 3pobneHi 8 nybnikauisx B. elus ma
1. Wurkapyk, FO. Kosanerko, M. Mynapis, O. MocuneHko.

BudineHHs1 HedocnidxeHux 4YacmuH 3a2anbHol
npo6nemu. Monpu eenuky ysazy 00 308HIWHBOI iH8ECMU-
uitiHoi cgpepu YkpaiHu crnieyianbHa yeaea ouiHyi pori 060x
KpaiH y O80CMOPOHHLOMY [H8eCmMuUitiHoMy crigpobimHuy-
mei He npudinsnacs.

MocmaHoeka 3aedaHHs1. BusHadyumu ocobnusocmi 08o-
CMOPOHHBO20 IHBECMUUILIHO20 CcrigpobimHuuymea YkpaiHu ma
Pociticbkoi’ ®edepauii.

BuknadeHHs1 ocHoeHO20 mMamepiany. [lpoaHaniszosa-
HO OuHaMiKy 83aEMHUX MPAMUX [HO3eMHUX iHeecmuuil 8
eKoHoMiKy YkpaiHu ma Pocilicbkoi ®@edepauii, 8u3Ha4eHO
POrb KOXHOI KpaiHu y iHeecmuuyitiHuX rmomokax, 2arysesy
CMpYKmMypy 83aEMHUX iHeecmuuiti ma 3MiHU y Hil, sKi 6i0-
bysanucsa 0o i nicriss no4Yamky 8ilicbKO8O-MoAimu4YHo20
KOHbriikmy.

BucHoeku. BidsHa4eHO meHOeHUjo 00 CKOPOYEHHS 83a-
€MHO20 [HeecmuujiliHoeo cnigpobimHuymea 3 0OHOYacHUM
riocusneHHsiM Uoz2o 2ary3eeoi cnieuianizauii. lNMadiHHA obcsieie
iHeecmuuiti eHacniOok pocitickkoi agpecii y Kpumy ma Ha
cx00i YkpaiHu 8 2015 p. 3mMiHUNOCST 6iOHOBNEHHSIM iHBeCMy-
8aHHs. Cmpykmypa iHeecmuuiti 3 YkpaiHu 0o Pocilicbkoi
®edepayji xapakmepu3aysarnacsi rnepesaxaHHsiM peasribHo20
cekmopy 8 sikocmi peyurieHma, mooi sk 380pOMHI iHeecmu-
uii 6yiu opieHmosaHi Ha ghiHaHco8ul cekmop.

Knroyoei cnoea: iHozemHi iHeecmuuil, iHeecmuuiliHe
crispobimHuymeo; YkpaiHa; Pocilickka ®edepauisi; duHami-
Ka; cmpykmypa.

Urgency of the research. The one of the most significant problems of the functioning and devel-
opment of the Ukrainian economy throughout the period after independence getting is the lack of fi-
nancial resources for updating the technical and technological base of production and service sectors,
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which is associated simultaneously with the low level of formation of national savings in an organized
form (i.e. savings, which are involved in the activities of the banking system and the domestic stock
market) and with the insufficient attractiveness of the Ukrainian economy for foreign investors. At the
same time, the issue of capital accumulation and the restoration on the basis of the competitiveness of
national production and service sectors is becoming increasingly acute.

Target setting. The military-political events of recent years, of course, had a negative impact both
on the investment attractiveness of Ukraine and the volume of investments. Among the main
consequences of the situation in the field of foreign investment cooperation is the loss of opportunities
in bilateral relations with the Russian Federation (RF) is often pointed out. Moreover, a certain part of
the academic, business and political circles considers RF to be the main investment partner of Ukraine
in the past and in the future as well. At the same time, the relevance of such allegations should be
rewieved.

Actual scientific researches and issues analysis. The attempts to give an objective assessment
of the state of foreign investment in Ukrainian economy and bilateral investment between Ukraine and
Russia are made in numerous publications. The researches by V. Heiets and L. Shynkaruk [1],
Yu. Kovalenko [2], P. Pularia [3], O. Yosypenko [4] and others should be considered as the most im-
portant among the lattest ones.

Uninvestigated parts of general matters defining. At the same time, despite the great attention
to the foreign investment sphere of Ukraine, special attention paid to the assessment of the role of
both countries in bilateral investment cooperation and the dynamics of such cooperation was not paid.

The research objective. To identify the features of bilateral investment cooperation between
Ukraine and the Russian Federation on the basis of an analysis of the dynamics of volumes and the
geographical structure of investments.

The statement of basic materials. The dynamics of foreign direct investment (FDI) into and from
the economy of Russia is presented in Fig. 1.
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Fig. 1. The dynamics of FDI accumulated into and from Russian Federation in 2001-2016 at the begin-

ning of each year
Source: according to the Bank of Russia [5; 6]

Three peaks can be identified in 2008, 2011 and 2014. It should also be noted that trends in vol-
umes of incoming and outcoming FDI are similar (with the exception of 2015-2016, when Russia be-
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came a net exporter of investments). In table 1 are listed the main investors in the economy of the
Russian Federation without taking into account investments in the financial sector. Analysis of these
data makes it possible to conclude that offshore areas dominat both in the structure of FDI into the
economy of Russia, and in the structure of FDI from the RF.

Table 1
Geographical structure of FDI in 2011-2015, by the balance of operations %
Countries [ 2011 [ 2012 | 2013 [ 2014 [ 2015
FDI into RF
To_tal direct investments, min _USP, 488993 50588 | 69219 | 22031 6478
incl. ones from such countries:
Bahamas 3.3 4.2 4.0 16.5 78.6
Virgin Islands (Brit.) 13.1 4.9 13.5 14.2 34.6
Jersey 1.4 1.3 0.7 -3.3 32.8
Bermudas 1.1 -0.6 0.6 8.1 26.1
France 2.0 2.4 3.1 10.1 26.0
Germany 4.1 4.5 0.5 1.6 22.9
United Kingdom 3.6 0.1 27.3 0.5 17.0
Ireland 0.2 0.9 0.9 5.8 10.0
Japan 9.6 19.5 15.0 -2.4 9.6
FDI from RF
thal direct investments, min _USP, 66851 48822 | 86507 | 57082 | 22188
incl. ones from such countries:
Cyprus 34.3 42.8 8.9 41.2 194
Virgin Islands (Brit.) 5.8 15.1 71.9 1.3 14.9
Turkey 2.5 8.4 1.7 2.1 6.6
Finland 0.1 0.6 0.1 0.3 6.6
Jersey 1.4 0.8 0.0 -0.5 5.7
Bahamas 0.7 0.9 0.6 1.3 4.6
Cayman Islands -0.3 0.0 0.6 1.4 4.2
USA 2.4 1.4 0.9 2.9 3.7
Luxembourg 3.0 -1.0 15 1.1 3.5
Austria 0.8 2.1 6.1 2.0 34

Source: calculated by the author according to the Russian Federal State Statistics Service data [7]

CIS countries, including Ukraine, are not significant either among sources or among the recipients
of investment from the Russian Federation. At the same time, in the structure of Russian investments
into the CIS countries, Ukraine occupied an important place in the period until 2007, gradually giving
way to the position of the main partners of the Russian Federation on the Eurasian Economic Com-
munity - Belarus and Kazakhstan (Fig. 2).
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Fig. 2. The share of Ukraine in FDI from and into the Russian Federation in the structure of investment

relations with the CIS countries
Source: according to the Russian Federal State Statistics Service data [8]
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Fig. 3 shows the dynamics of FDI into and out of Ukraine's economy. Attention should be paid to
the 2008 dynamics of FDI from Ukraine: during the crisis period, outflow of capital amounted to 6196.6
min USD both in the form of a return on investment and in the form of direct investment of domestic
capital abroad in order to reduce risks. In the dynamics of FDI in Ukraine, the peak was noted in 2013,
after which the smallest amount was observed in 2016.
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Fig. 3. Dynamics of accumulated FDI at the beginning of each year from and into Ukraine
Source: according to the data of the State Statistics Service of Ukraine [9]

It should be noted that Russia occupies a more important place in the structure of investment par-
ties of Ukraine, than Ukraine does among the Russian partners. As it can be seen from Fig. 4, in 2004
more than 50% of all FDI from Ukraine were directed to RF, but since 2008 the situation has changed
fundamentally, and by 2016 only about 2% of the accumulated FDI from Ukraine has accounted for
Russia. This is primarily due to the structure of the types of activities where the investments were
made, and the economic crisis of 2008-2009, as well as the consequences of the military-political ag-
gression of the RF in relation to Ukraine.

During 2004-2008, priority activities of Ukrainian investors in the Russian economy were such as
leasing and other real estate operations, engineering and services for entrepreneurs (the share of this
complex on average amounted to 61%). By 2015 absolute volumes of investments from Ukraine to the
Russian Federation grew, first of all, due to investments in food production, metallurgy, machinery (in-
dustry share in the investment structure increased from 11.5% in 2008 to 52.3 % in 2011, and in 2014
it was almost 33%). In addition, in the period from 2008 to 2012, wholesale and retail trade was a sig-
nificant line of investments to the Russian Federation. From 2006 to 2013, investments in the financial
sector have been actively developing: the volume of investments has increased from 1.9 to 140.8 min
USD, and the share in 2013 reached a value of 48.1%. Starting from 2015, the volume of investments
from Ukraine to the Russian Federation declined to 2008 level, amounting to 122 min USD in 2016,
32% of which are investments in industry and 56% - in professional and technical services.

The sectoral structure of investments from Russia into the Ukrainian economy was more diversi-
fied, but also significantly changed. In 2004, about 50% of Russian investments accounted for the pro-
cessing industry, primarily petrochemicals, 24.5% for the health sector, and other significant sums
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(from 5 to 10%) were investment in construction, financial sector and trade. Further the share of indus-
try was declining steadily (49.9% in 2004, 4.6% in 2016), and the same situation can be observed with
nvestments in health care (in 2016 the share of investments in this sphere was statistically insignifi-
cant). Instead, the role of the sphere of financial transactions increased (2004 - 7.3%, 2016 - 83.9%).
In 2005-2007, the share of transport in the structure of Russian investments in Ukraine was rather
high (on average, about 26%). In addition, throughout the analysis period, investments in agriculture
were significant (on average, in 2004-2016 - 6.4% of investments). Besides, taking into account a dif-
ference in economy scales, the Russian investment into Ukraine, especially in spheres of ail refining
and finance was the instrument of vertical branch interstate integration in the form of acquisition. In
this frame Russian investors established control of capacities and the market.
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Fig. 4. Particular weight of the Russian Federation in FDI from and in Ukraine, %
Source: based on data from the State Statistics Service of Ukraine [10-11]

It should be noted that the maximum Russian investment in Ukraine was noted in 2014 (3.9 billion
USD), and although the volume of FDI from the Russian Federation to Ukraine in 2015 was reduced to
2.7 billion USD, by the beginning of 2017 it rose again to 3.2 billion USD, indicating the absence of
catastrophic phenomena in bilateral investment relations despite economic blockades, opposition to
public opinion, and others. Basic direction of investment of money is capitalization of Ukrainian daugh-
ters of the Russian banks through losses they had in a result of economic crisis in Ukraine and crisis
of bilateral relations. At the same time, such international vertical integration of bank business does
not have long-term positive effects on the economy of Ukraine. On the one hand, support of bank ac-
tivity of daughter's banks in Ukraine is really one of pre-conditions of stability of the Ukrainian banking
system today, and from the other hand, such investments essentially are " short-term money" with the
easiest option to withdrawal them to Russia both as income from investing and investment resources.
In addition, investing in the Ukrainian banking system became means of overcoming of western coun-
tries’ sanctions.

Conclusions. Participation of Ukraine and Russia in the global capital market and investment rela-
tions is determined by virtually identical preconditions such as lack of domestic financial resources and
relative weakness of the stock market. In competition for raising capital, Russia plays more important
role in the structure of Ukraine's investment relations than Ukraine does among the Russian partners.
It should be noted that there was a steady tendency to reduce mutual investment cooperation with the
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simultaneous strengthening of its sectoral specialization before the beginning of the military aggres-
sion of Russia in relation to Ukraine. It should be understood that the tendency to reduce the share of
investments of both countries into the economy is observed from 2008, and the fall in investment vol-
umes due to Russian aggression in Crimea and in the east of Ukraine in 2015 quickly changed due to
the restoration of investment. The structure of investment from Ukraine to Russia was characterized
by the predominance of the real sector as a recipient, while reverse investments were oriented to-
wards the financial sector as the most profitable one in Ukraine.

Thus, there is an ambiguous situation now. On the one hand, Ukrainian investments in Russia con-
tinue to decline that is entirely the objective phenomenon considering situation in the bilateral relations
connected with the annexation of the Crimea and aggression in the Donbass and also risks for the
Ukrainian investors which arose as a result of mutual sanctions. On the other hand, stability of finan-
cial sector in Ukraine in the short term, unfortunately, depends on the Russian financial resources.
Therefore, the decision to ban the presence of Russian investors in Ukraine could result in a signifi-
cant increase in economic instability in the banking and financial services markets. At the same time,
the Ukrainian financial sector, paradoxically, is a dackdoor for overcoming the sanctions by certain RF
financial institutions from the side of Western countries imposed for the military-political aggression of
the RF against Ukraine. In these conditions it is necessary to pay more attention to possibilities of the
prohibition of repatriation of the capital and income from Ukraine to Russia and strengthening of fight

against roguish schemes of money removal through trade currency transactions.
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