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In today's world, FDI plays an important role for developing economies, as it not only transfers technology
and capital, but also determines the dynamics and depth of economic growth and shows the speed of the process of
transformation of the economic ecosystem at the national and global levels. Despite the above advantages, the
inflow of FDI into Ukraine is not as great as in other countries of the region.

The purpose of this article is to analyze the factors influencing foreign direct investment in Ukraine. In this
article, based on foreign experience, economic, institutional and other factors influencing FDI were analyzed.
Also, the dependence of the inflow of foreign direct investment in the context of Ukraine was assessed, and the
prospects and forecast of future investment income were described.

The results of the analysis carried out during the writing of this article made it possible to determine the
factors that affect the inflow of FDI into the country's economy in order to assess their impact in the context of
Ukraine. These include: market size measured by GDP, exchange rate, average wage, indicators of human
potential, ease of doing business, level of corruption, tax burden, rule of law index, as well as the impact of
regional trade agreements, in particular the free trade zone between Ukraine and EU, established in 2016.

Some factors influencing the inflow of FDI to Ukraine over the past 10 years were graphically analyzed,
which allowed systematizing a large volume of researched data and became the basis for further analysis of
Ukraine's investment situation. After that, regression equations were constructed for each of the influence factors
and coefficients of determination were determined. Thus, it can be concluded that in the context of Ukraine, the
following factors were statistically significant: institutional indicators, nominal GDP, which measured market
potential, the exchange rate of the US dollar, as well as the regional trade agreement factor, which was measured
by the volume of trade between Ukraine and the EU. While others show no significant effect or are not supported
by the relevant theory. At the end of the article, forecasts of future FDI inflows to Ukraine after the end of the war
were formed and described.

Regarding recommendations for further research on this topic, it would be useful to analyze the influence of
corruption indicators on the inflow of foreign direct investment to Ukraine, as well as the influence of human
development of Ukrainians on the attractiveness of investments in the state, as well as to conduct a study of how
important labor costs are strength in attracting FDI to Ukraine.
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INTRODUCTION

Before the start of a full-scale war with the Russian Federation, Ukraine was in a phase
of transformation and had a chance to gradually become a competitive state on the
European continent. Despite the war, the citizens of Ukraine and the authorities must make
further plans for the country's development and recovery. In order for this intention to be
successfully implemented, one of the factors will be, in particular, attractiveness for foreign
direct investment.

In today's world, FDI plays an important role for developing economies, as it not only
transfers technology and capital, but also determines the dynamics and depth of economic
growth and shows the speed of the process of transformation of the economic ecosystem at
the national and global levels.

On the other hand, not only the receiving party has a positive effect from FDI, but
foreign investment countries in Ukraine also gain a great potential to increase their
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incomes, since Ukraine is a country with a huge territory and a diverse market, access to the
sea, a favorable climate and lies at the intersection of transnational routes, and also has a
high level of qualified specialists with the lowest minimum wage rates among other
countries of the continent.

A significant contribution to the study of foreign direct investment was made by
scientists such as Blonigen B. [1], Moosa I. [2], Apergis N. [3], Azman-Saini W.,
Baharumshah A., and Law S. [4], Ivashko O., and Tsymbaliuk I. [5] and many others.

However, despite the research of scientists and the above-mentioned advantages, the
inflow of FDI in Ukraine is not as great as in other countries of the region. Also, after
analyzing the literature, it became clear that in the context of Ukraine there are few studies
on various factors influencing the inflow of FDI.

ANALYSIS OF RECENT RESEARCH AND PUBLICATIONS

Foreign direct investment (FDI) is a category of cross-border investment in which an
investor-resident of one economy shows a long-term interest and a significant degree of
influence on an enterprise (institutional unit) in the financial or non-financial sectors of the
economy, which is located in another economy. "Long-term interest" means the presence of
a long-term relationship between a direct investor and a direct investment company and a
significant degree of influence on the management of the latter. Evidence of such relations
is ownership of 10 percent or more of the company's voting rights or other equivalent
assets, if the company operates in a different legal structure [6].

Foreign direct investment is a key element of international economic integration, as it
creates stable and long-term ties between economies, and FDI is an important channel of
technology transfer between countries [7].

According to Lyulov O. and Moskalenko B. A., since the state is attractive for
investments, it also creates a positive image on the world stage, which not only affects the
growth of global awareness and increases the inflow of investments, but also has a positive
effect on the overall improvement business environment, which positively affects the
competitiveness of the state [8, p. 212-217].

Despite the positive impact, foreign direct investment has a certain negative impact on
host countries. The geographic distribution of direct foreign investments is often uneven, as
they are concentrated mainly in large and developed cities and centers. This indicates that
FDI contributes to the increase of regional disparities [9, p. 33-40]. FDI is also often a
means of displacing domestic savings and depleting the wealth of developing countries, as
their use to increase the added value of goods produced in developed countries widens the
gap between developed and developing economies [3, p. 24].

However, in general, the prevailing opinion is that FDI has a positive effect on the
economy. For this reason, it is important to examine how countries can increase FDI
inflows and exploit the associated positive effects.

The inflow of FDI into a country is influenced by many variables. However, a small
number of studies were found that investigated the influence of various factors on the
attraction of foreign direct investment specifically in the context of Ukraine. Taking into
account the importance of foreign direct investment for our state, as well as the fact that
Ukraine has not only high potential, but also serious shortcomings in its attractiveness for
foreign investors, it is proposed, based on international experience and scientific research,
to analyze the influence of various factors on attracting direct foreign investments, on the
example of other countries of the world. On the basis of which it will be possible to further
analyze the inflow of foreign direct investments to Ukraine.

Given the multitude of influencing factors, it is not possible to examine the effect of
only one group of variables, such as taxes, on total FDI inflows (or other FDI-related
variables), as the results of this group of variables may be statistically significant, while the
effects may be related not only to taxes, but also to other variables, so it would be a mistake
to focus only on the impact of taxes or other individual factors on FDI inflows and consider
them as a single or main indicator.
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Also, it should be emphasized that some factors cannot be changed (for example, the
distance between states, common state borders or a common language) or are difficult to
change (the level of education in the state, the level of corruption, the level of security or
GDP), because the decision to change becomes a dilemma for states and their governments,
whether they focus on the influence of a factor whose magnitude will change only in the
medium or long term, or focus on parameters that change easily [10, p. 13-19].

A statistical study of the interdependence of the determinants and the volume of foreign
direct investment confirmed the importance of market volume factors and regional trade
agreements in the US economy since 1969. It was also found that GDP can measure the
size of the market - the larger the indicator, the more effective investments were made to
one or another state [11]. Every company tries to enter markets that open up new
opportunities, because in this case, new companies have a great potential for high profits
and less competition in the industry, which is also related to the size of the market.

As for regional trade agreements, on the one hand, the example of Vietnam has shown
that a free trade agreement has a positive effect on the country's investment climate and
builds investor confidence in the state [12], which in turn has a significant impact on FDI
inflows. In addition, countries with more trading relationships tend to experience greater
inflows of foreign direct investment because they always have to meet their treaty
obligations. This fact has a positive effect on investors, as it creates prerequisites for trust in
the state and they can be sure of the safety of their investments.

On the other hand, a panel analysis of the dependence of foreign direct investment on
the signing of new trade agreements showed that in some countries, despite the signing of a
regional trade agreement, the inflow of FDI does not increase, because investors often do
not see the state's potential for investment [13]. In addition, newly created free trade zones
can sometimes have negative consequences in terms of attracting investment. The main
reason for this situation is that the new international trade relations lead to an increase in
trade due to comparative advantages and an increase in cross-border investments, but to a
decrease in the inflow of foreign direct investments between the countries participating in
the agreement.

The next important factor when choosing an investor country for FDI is the tax
conditions in the investment recipient state. In general, there are several articles on the
impact of income tax on FDI inflow, and all of them proved a negative relationship
between the level of corporate taxation and the volume of FDI inflow [14, p. 677-682]. The
impact of other taxes is no longer considered in such detail, but there is work on the impact
of labor taxation on FDI decisions. According to Hansson and Olofsdotter [15], there is also
a negative correlation between the level of personal income tax and the inflow of FDI.

As for the labor cost factor, labor as one of the production factors affects the total
(production) costs of the enterprise, so it is clear that it is profitable for an investor to have
a skilled labor force at a low wage [16, p. 22-26].

Investors are also interested in the transparency of the rules of activity in the country in
which they want to invest, so less regulation by the authorities, confidence in the protection
of their rights and, in the event of a conflict, trust in an honest and fair court influence the
investor's decision to invest in one or another economy [ 17, p. 536-540]. These factors
affect the ease of doing business and economic freedom in the state, which is also later
manifested in the change in the flow of foreign direct investment to the country [4].

Companies that have decided to invest in other countries want to have clear business
rules that will not be distorted by corruption. Corruption increases the risk of unfair
competition for coverage and leadership in the market to unnecessary costs, which are
caused by the uncertainty of future functioning.

SETTING OBJECTIVES
The purpose of writing this article is to analyze the factors influencing foreign direct
investment in Ukraine.
In accordance with the set goal, the following tasks were defined:
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= analyze, on the basis of foreign experience, economic, institutional and other
factors influencing FDI;
= assess the dependence of the inflow of foreign direct investments in the context of
Ukraine and substantiate the prospects and forecast of future investment income.
The practical significance of this article lies in the assessment of the influence of
various factors on the indicators of FDI inflow to Ukraine; forecasting future foreign
investment inflows to Ukraine, respectively.

RESEARCH METHODS

The object of research of this article is foreign direct investment, and the subject of research,
accordingly, is practical approaches and tools for analyzing factors influencing the inflow of
FDI to Ukraine.

To achieve the set tasks the following research methods were used: abstract-logical,
grouping and system-structural analysis in the systematization of modern scientific approaches
to understanding the economic essence of FDI; calculation, deduction and an analytical methods
for the analysis of FDI inflow in Ukraine, statistical methods for visualization of research results
in tabular and graphical forms.

RESULTS OF THE RESEARCH

Researchers have different views on what factors affect the attractiveness of foreign
direct investment. Some tend to focus on macroeconomic indicators, others on institutional
analysis, and still others on political and other risks. In this article, the factors of FDI inflow
will be analyzed taking into account most aspects, and therefore we will highlight the main
ones, which are analyzed in and which will be evaluated in the context of the analysis of
their impact on Ukraine in particular:

. Market volume;

. The impact of a regional trade agreement;

. Exchange rate;

. Tax conditions;

. Labor cost;

. Institutional component of the state;

. Other factors (corruption component, standard of living and human potential).

In order to create a dependency models and analyze the impact of each of the factors,
some of them need to be displayed in numerical format, for this it was necessary to install
the following indicators that will display the numerical data of the established indicators
(see Table 1).

~No ok whN e

Table 1 — Factors influencing FDI inflow and their corresponding numerical indicators

Impact factor The corresponding indicator

Market volume level of GDP of Ukraine

The impact of a regional trade | change in the volume of trade between Ukraine and the EU after the
agreement creation of a free trade zone

Exchange rate UAH/USD exchange rate

Tax conditions Personal income tax and corporate income tax

Labor cost average salary

Institutional component of the state | World Justice Project (WJP) rule of law index and ease of doing
business index

The level of corruption Transparency International corruption perception index

Indicator of standard of living and | human development index

human potential

Source: formed by the authors

As for the WJP indicator, it reflects the effectiveness of the rule of law in countries
according to a number of criteria, including: limitation of government powers, openness of
government, fundamental rights, order and security, civil justice and criminal justice, while
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the ease of doing business index compares the relative ease of doing business and starting
business between countries around the world.

The indicator of the standard of living and human potential is reflected by the index of
human development, which demonstrates the standard of living, literacy, education and
longevity as the main characteristics of the human potential of the studied territory.

With regard to tax conditions, during the analyzed time period, the income tax from
legal entities, as well as the level of taxation of individuals, did not undergo significant
changes, therefore this factor will not be analyzed in this article.

To analyze the influence of certain factors on the inflow of foreign direct investment to
Ukraine, a graphic method of determining dynamics and trends will be used. Values are
taken for the last 10 years.

After the complication and tension of the political situation in Ukraine at the end of
2013-2014, the European Union became a key partner of Ukraine, which, in particular, is
evidenced by the total volume and flows of foreign direct investments. The majority of FDI
in Ukraine comes from EU countries. In addition, this indicator in different years was from
73 to 78%, which is quite a significant part [18]. This fact is explained, among other things,
by the factor of cultural differences, i.e. the smaller the difference in mentality, habits,
business opportunities between investor countries and recipient countries, the easier it is for
investors to communicate and adapt to new conditions. Therefore, the distance between the
EU countries and Ukraine has an economically significant effect on FDI flows of
transnational companies in attracting investments.

10000
8000

6000

4000
2000 I I
0 - -

2012 2013 2014 2015 2016 2017 2018 2019 MO 2021
-2000

m FDI inflow to Ukraine

Figure 1 — FDI inflow to Ukraine (million US dollars)
Source: [18]

The analysis of FDI in Figure 1 shows that during 2012-2014, due to the unstable
political situation, the refusal to sign the Association Agreement with the EU, the beginning
of the armed conflict in Donbas and the occupation of Crimea, the inflow of FDI dropped
sharply to almost zero, and in 2015 as a whole was negative due to the withdrawal of
reinvested income. Since 2016, after the signing of the association agreement with the EU,
the start of the implementation of structural reforms in all spheres, including judicial and
financial, which led to an increase in the index of ease of doing business and the index of
the rule of law, the inflow of foreign direct investments into Ukraine from year to year
showed a positive trend, peaking in 2019 at more than $5.8 billion annually.

In 2020, a negative inflow of FDI was recorded due to the withdrawal of reinvested
income and part of the authorized capital from companies by foreign investors. Most likely,
the reason for this was the Covid-19 pandemic and its economic consequences for states,
companies and citizens of the world. In 2021, the inflow of FDI increased sharply again,
exceeding 6.5 billion dollars.
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Figure 2, which shows the dependence of the inflow of foreign direct investment into
Ukraine and the average annual exchange rate of the US dollar, shows a direct dependence
of the corresponding inflow of investments and the exchange rate. This is clearly seen in
the time period adjacent to 2015-2021. Thus, there is a certain trend, which shows that the
higher the exchange rate of the US dollar, the greater the inflow of FDI to Ukraine.
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Figure 2 — FDI inflow to Ukraine and the average annual exchange rate of the US dollar

during 2012-2021
Source: [18; 19]

Record highs were seen during 2021, as with the US dollar exchange rate of UAH
28.19, FDI inflows to Ukraine were the largest during 2012-2021 and amounted to 6549
million US dollars. This dependence also has the opposite effect, for example, in 2015, with
the cost of one US dollar equal to UAH 16.16, the FDI inflow rate amounted to -458
million US dollars, respectively.

Fluctuations in the US dollar exchange rate on the territory of Ukraine are caused by
emerging destabilizing factors. So, for example, during 2016-2019 a constant increase can
be seen, but it was predictable and did not lead to negative consequences. In 2020, there
was a slight decrease in value, but already in 2021, the price for one US dollar increased
significantly, which was caused by the Covid-19 epidemic and the threat of a full-scale
conflict on the territory of Ukraine, although this did not affect the inflow of investments
and it became a record for the period since 2012.
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Figure 3 — FDI inflow to Ukraine and indicators of Ukraine's nominal GDP (million US

dollars)
Source: [18; 20]
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Analyzing Figure 3, which shows the indicators of foreign direct investment inflows to
Ukraine during 2012-2021 and Ukraine's nominal GDP indicator as of December 31 of
each year during the study period, one can also see a direct relationship between the
indicators under consideration.

For example, both indicators reached record highs during 2021, when GDP was 193,671
million USD and FDI inflows were 6,549 million USD, respectively.

The only exception is the period from 2014 to 2015 associated with the armed conflict
in Donbas and the occupation of Crimea. Thus, in 2015, the studied indicators were among
the lowest for the period from 2012 to 2021. The country's GDP amounted respectively to
90615 million US dollars, and the inflow of foreign investment was -458 million US dollars
per year. The break in trend in 2020 caused by the Covid-19 pandemic can also be seen.
This suggests that FDI inflows increase along with the increase in GDP for each year and,
accordingly, vice versa.
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Figure 4 — FDI inflow to Ukraine and human development index (0-1, the higher the index,

the higher the level of human development)
Source: [18; 21]

The Human Development Index reflects the average result among the population of
Ukraine as of December 31 annually during the period from 2012 to 2021, respectively.

In Figure 4, one can see the dependence of the studied human development index and,
directly, the inflow of foreign direct investment, that is, the greater the development
indicator, the greater the inflow of foreign capital. This trend also works in reverse.

Thus, analyzing the graph, one can notice some deviations, for example, in 2020 the
Human Development Index was 0.76, and FDI inflows had a record low of -868 million US
dollars. This is, of course, the influence of external factors such as the Covid-19 epidemic.
Also, a negative fluctuation can be seen during 2014-2015, falling at the time of the armed
conflict in the east of Ukraine and the occupation of Crimea by the Russian troops.

The indices depicted in Figure 5, namely the easy of doing business index and the
corresponding WJP rule of law index, should have a positive effect on the growth of
foreign direct investment inflows to Ukraine.

Thus, this trend is confirmed by the data shown in the chart under consideration. This is
especially evident during 2015-2019, when the indicators were stably equal to an average
of 0.5, and the investment inflow had a constant corresponding growth.

Deviations that violate the trend under study are primarily associated with destabilizing
factors of various types, for example, the conflict in the Donbass or the Covid-19 epidemic,
which negatively affected not only the inflow of foreign investment, but also other
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previously analyzed indicators. Also, the deviation of inflow indicators is affected by the
nationwide level of corruption, problems in reforming the judiciary, growing distrust in
government every year and relatively low average wages by the standards of EU countries.
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Figure 5 — FDI inflow to Ukraine and indices of ease of doing business, rule of law WJP in
Ukraine (0-1, the higher the index, the easier doing business and the better level of the rule

of law)
Source: [18;22]

To analyze the depth of influence of certain factors on the inflow of foreign direct
investment in Ukraine, regression analysis will be used to determine the strength of the
relationship between each indicator and the FDI inflows. After that, the prospects and
forecast of the authors regarding future FDI flows to Ukraine after the end of the war with
the Russian Federation will be described.

The study of economic indicators in Ukraine faces a number of problems and does not
have a single standard solution. Since special economic processes took place in Ukraine,
which were often not regulated by the principles of the economy, as a result of the
occupation of Crimea and part of the Donbass by the Russian Federation on February 24
and a full-scale war, it becomes necessary to take into account the state of the economy at
the moment and predict changes in short periods. These studies are difficult in estimating
model parameters, requiring the use of lag variables for more accurate modeling of
economic processes. We confine ourselves to classical studies of one-factor models (see
Table 2).

According to the constructed models of the dependence of the FDI inflow on various
influencing factors, it can be stated that in the context of Ukraine during the analyzed time
period (2012-2021), the influence of the human development index and the corruption
perception index were not confirmed by the theory of international investments, as their
dependence was reversed, i.e. as the indices deteriorate, the inflow of FDI decreases, which
does not seem logical.

As for the impact of average wages on FDI inflows, this indicator showed a slight direct
relationship, confirmed by some theories of scientists.

The value of the coefficient of determination is above 50% for the following factors: the
WAJP rule of law index, GDP and the US dollar exchange rate. However, for these factors,
the coefficients of determination range from 0.51 to 0.56, which indicates an average direct
correlation between independent and dependent variables.

As for the factor of the volume of trade between Ukraine and the EU on the inflow of
FDI to Ukraine, this dependence was the strongest, since the coefficient of determination is
0.64. It should be emphasized that the factor of trade volume negatively affects the inflow
of FDI to Ukraine, that is, the more exports and imports between Ukraine and the states of
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the European Union, the smaller the inflow of FDI between them, which is confirmed by

one of the theories of international investment.

Table 2 — Dependence of FDI inflow to Ukraine on influencing factors

The The influence
. Regression Coefficient of of the factor Confirmation
Factor corresponding p o . .
P equation determination on the inflow with theory
indicator
of FDI
Institutional WJP Rule of Y=2739,1255 o -
component Law Index +4,0084 - x 56% Positive ves
The impact of a The volume of _ B
regional trade trade with the Y=15967,34 64% Negative Yes
0,094 - x
agreement EU
Exchange rate US dollar Y=1648,88 + 54% Positive Yes
exchange rate 27,1 -x
Labor cost Average salary Y=1 54323 * 24% Positive No
Indicator of Human
standard of living Development Y=194,58 - 4% Negative No
and human 2289 - x
- Index
potential
Market volume Nominal GDP Y=-2126,16 + 51% Positive Yes
0,0448 - x
Index of _ _
-I—CT)errISVngf perception of Y_fjsuf? 12j4X8 5% Negative No
P corruption ’

Source: formed by the authors

The objectivity of the results may have been affected by how accurately the indexes
used to analyze the data reflect the causes of action. However, in our opinion, the possible
inaccuracy of the indices is insignificant.

After analyzing some of the results, they turned out to be contradictory, so we will
express an opinion why this happened.

Regarding the influence of the Corruption Perceptions Index and the Human
Development Index, these two values did not confirm the theory, but rather showed a
negative impact on FDI inflows. It can be assumed that this situation arose due to the fact
that after the signing of the association agreement in 2014, more important indicators
appeared for investors, such as the low cost of labor in Ukraine (a positive effect) and the
unstable political situation, and the anti-terrorist operation in Donbas, which escalated into
a full-scale war with the Russian Federation (negative factors). As for the level of
corruption and its impact on investors, in our opinion, given that Ukraine is the most
corrupt state in Europe and the fact that this indicator has not changed dynamically over the
past 10 years, it is difficult to assess how changes in the level of perception corruption
affect FDI inflows to Ukraine. Only a qualitative improvement in the perception of
corruption can change the current situation and successfully investigate the influence of this
factor.

To achieve a more accurate result, a detailed study of the impact of corruption
indicators on the inflow of foreign direct investment into Ukraine, as well as the impact of
the human development of Ukrainians on the attractiveness of investments in the state, is
necessary.

From the point of view of the size of the average wage, the change in this indicator did
not play a significant role in FDI inflows to the state, however, this can be explained by the
fact that despite a small increase in the average wage, the income of Ukrainians still
remains much lower than other European countries. Therefore, it would be useful to
conduct a study on how important labor costs are in attracting investment to Ukraine.

For further research into the influence of various factors on the inflow of FDI into
Ukraine, it makes sense to change the type of function of the model by selecting a different
model (which will also correspond to reality and to the economic patterns known to us).
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It is also obvious that with an increase in the number of observations, it is possible to
obtain a better estimate of the model and improve the forecast.

As for the description of the prospects and forecast for the inflow of FDI to Ukraine
after the end of the war with the Russian Federation, it is clear that during the Russian-
Ukrainian war, which began on February 24, 2022, it is extremely difficult to predict the
situation with a possible increase in foreign direct investment in Ukraine.

However, despite the critical situation in the country, the prospects for its development
after the victory in the war and a further significant influx of foreign investment are quite
optimistic.

Work to simplify logistics, strengthen economic ties, EU assistance to Ukraine in
various areas, especially after granting Ukraine the status of an EU candidate, all this will
accelerate European integration processes and have a positive impact on Ukraine's
investment position. In turn, these factors will encourage an increase in foreign investment
and the emergence of new foreign companies in the Ukrainian market, since competition is
currently not at a high level due to the war. Also, in Ukraine there is a labor force that is
ready to work for wages less than the European market, but, in turn, qualified and highly
professional. All this will lead to the emergence of new production capacities, an increase
in export potential and, in turn, the possible attraction of foreign currency into the country
and further strengthening of the Ukrainian hryvnia, respectively [23].

After the end of the war, Ukraine will be able to jump over a generation of technologies
- to make its energy system more “green”, modernize transport and communications
infrastructure, and update urban planning.

In 2020, after more than 20 years of a land trade moratorium, Ukraine introduced an
open land market, but there are still many restrictions on who can own and buy land.
Further liberalization of this market also plays a positive role in attracting FDI to Ukraine
[24].

If the banking sector of Ukraine is analyzed, then it also needs further reform in order to
attract FDI. The two largest banks in Ukraine (Privatbank and Oshadbank) are state-owned.
The privatization of these state-owned banks by international financial groups would
deepen Ukraine's integration into foreign capital markets and attract foreign investment,
subject to compliance with safety and reliability standards. In this context, the NBU may
coordinate its policy with the ECB, which will simplify the access of European banks to
Ukraine.

It may be worth considering a system of subsidies, as at first investors will not be sure
about the safety of their investments in Ukraine, so they may need stronger incentives. For
example, governments and other international institutions (EIB, EBRD, WB, etc.) that will
be involved in the post-war reconstruction of Ukraine can provide subsidies (tax cuts,
subsidized loans, access to export-import loans) to firms investing in Ukraine [25].

Of course, the recovery after the Russian-Ukrainian war will be a long and difficult
process, given not only the high level of destruction, but also the future implementation of
timely reforms, such as economic liberalization, the creation of a large number of jobs, the
improvement of the agricultural and industrial sectors, etc.

Also, one should not forget about the likelihood of further conflicts, which also needs to
be taken into account in the development of both the economy as a whole and the
investment sector, respectively. This includes logistics, the possibility of quick relocation,
and government guarantees for infrastructure reimbursement.

In our opinion, if the war ends successfully, Ukraine has fairly high prospects for
inevitable development and a large influx of foreign capital, all that is needed is expedient
reform, internationally controlled assistance, the absence of corruption and a stable political
situation in the country. It is in this case that we should expect the so-called "Economic
Miracle".
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CONCLUSIONS

The results of the analysis carried out when writing this article made it possible to
determine, based on foreign experience, economic, institutional and other factors
influencing FDI, which gave an understanding of the general issues of FDI, and in the
future to consolidate the studied theoretical material to find relevant factors of influence in
practice. Thus, in this paper, the factors influencing the inflow of FDI into the country's
economy were identified in order to assess their impact in the context of Ukraine. These
include market size as measured by GDP, exchange rate, average wages, indicators of
human potential, ease of doing business, corruption, tax burden, rule of law index, and the
impact of a regional trade agreement, in particular a free trade area between Ukraine and
the EU. created in 2016.

The factors influencing the inflow of FDI into Ukraine over the past 10 years were
graphically analyzed, which made it possible to systematize a large amount of researched
data and became the basis for further analysis of the investment situation in Ukraine. So,
during 2012-2021 FDI inflows fluctuated from year to year. After 2014, FDI inflows grew
as a result of the signing of the Association Agreement with the EU, despite high inflation,
a sharp depreciation of the hryvnia, a fall in GDP and deterioration in other indicators.
After that, certain factors of influence began to develop positively, which should have had a
positive effect on FDI inflows as well, but already in 2017 there was a rapid decline in FDI
inflows to Ukraine, associated with the newly free trade zone, which increased trade
between Ukraine and the EU countries, but at the same time had a negative impact on FDI
inflows.

According to the results of the graphical analysis, the corresponding conclusions were
formed, which show that several factors are important for assessing the inflow of FDI to
Ukraine, including GDP, the exchange rate, the regional trade agreement between Ukraine
and the EU, and the average salary. While others do not have a significant impact or are not
supported by the relevant theory.

Regression equations were constructed for each influence factor and determination
coefficients were calculated. Thus, it can be summarized that in the context of Ukraine, the
following factors turned out to be statistically significant: institutional indicators, nominal
GDP, which measured the potential of the market, the exchange rate of the US dollar, as
well as the regional trade agreement factor, measured by the volume of trade between
Ukraine and the EU.

Regarding recommendations for further research on this topic, it would be useful to
analyze the impact of corruption indicators on the inflow of foreign direct investment into
Ukraine, as well as the impact of human development of Ukrainians on the attractiveness of
investment in the state, as well as conduct a study on how important labor costs are in
attracting FDI to Ukraine.

AHOTALIIST

Padywxa JI.B, FOciok A.M. Ananiz ¢pakmopie ennugy na npami inozemui ingecmuuii ¢ Ykpainy.

YV cyuacnomy ceimi 11l idicparoms 6axciugy poib Ojisi eKOHOMIK, WO PO36UBAIOMbCS, OCKLIbKU 80HU He
MINbKU NEPeHOCsIms MeXHON0I ma Kaniman, a i 6UsHa4aomy OUHAMIKY, TUOUHY eKOHOMIYHO20 3DOCMAHHA i
noxazyonb WeuoKicms npoyecy mpancgopmayii eKoHoOMIuHOI eKxocucmemu Ha HAYIOHATLHOMY MaA 2100aATbHOMY
pisusax. Hessaocarouu, na euwjenasedeni nepesacu, npumix I111 ¢ Ykpainy ne maxkuii 6enuxuil, 1K 8 iHuux Kpainax
peciony.

Memorio oanoi cmammi € ananiz paxmopie eniugy na npami inozemui insecmuyii' ¢ Yxpainy. ¥V danivi cmammi
6YIU NPOAHANI308aHI, HA OCHOBI [HO3EMHO20 00CGIOY, eKOHOMIUHI, IHCMUMYYIOHANbHI ma iHwi gakmopu eniugy
na IIl. Taxooic, byna oyinena 3anedcHicms NPUMoKy NpsaMux iHO3eMHUX ineecmuyiti 6 kowmexcmi Yxpainu ma
onucani nepcnekmusy i NpoeHo3 MAtOYMHIX IHEeCMUYITHUX HAOX0OICEHD.

Pesynomamu ananizy, nposedenozo nio yac nanucauus 0anoi cmammi, 00360IUNU BUIHAYUMU aAKMOPU, K]
snaugaromv na npumix I11I 6 exonomixy kpainu 0ns oyinku ix enugy 6 konmexcmi Yxpainu. JJo nux nanedgcamo:
posmip punxy, wo eumipiocmovcs BBII, obminnuili Kypc, cepedus 3apobimna niamd, NOKA3HUKU TIOOCLKO2O
nomenyiany, nezkocmi gedenus OizHecy, pigHs KOpynyii, n00amKO8020 HABAHMAICEHHS, THOEKCY 8epPX0BEHCMBA
npasa, a maxodic GNAUE PeiOHANbHOI MOop208oi yeoou, 30Kkpema 301U inbhoi mopeieni mioe Yrpainowo ma €C,
cmeopenoi'y 2016 poyi.
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Bynu epagiuno npoananizoeani ¢paxmopu ennugy na npumix I11I 0o Vkpainu 3a nepioo ocmannix 10 poxis,
WO 00360UNO CUCMEMAMU3YBAMU BEUKULL 00 €M QOCTIONCYBAHUX OAHUX MA CIMANO0 NIOIPYHMAM 00 NOOANULO20
ananizy ineecmuyitinoco cmanosuwa Yxpainu. Ilicis woeo, 6yiu nobyoosami pignanms pespecii 011 KOJICHO20 3
gaxmopise ennuey ma eusHnaueni koegiyichmu Oemepminayii. Tax, ModcHa niocymyeamu, wo 8 KOHMEKCMmi
Vrpainu cmamucmuuno 3nauHuMu GUABUTUCA HACMYNHI pakmopu: THCMUMYYIOHATbHI NOKA3HUKU, HOMIHATbHULL
BBII, sxum eumipiosagcs nomenyian punky, oominnuti xypce donapa CLIA, a makoosic gpaxmop pecionanshoi
mopeieenvbHoi yeoou, AKutl 6uMipiosagcesi 06°’emom mopeigni mioe Yxpainoio ma €C. Tooi sk inwi ne eusgnsions
3HAYHOR0 GNIUGY A0 JHC He NIOMBEPONCYIoMbCsi 8I0N0GIOHOK meopier. Y Kinyi cmammi Oyau copmosani
npoeno3u maubymuix naoxooxcens Il 0o Ykpainu nicis 3axinyenns GiviHu.

3 npueody pexomenoayiti HA0 NOOANBGUUMU OOCTIONCCHHAMU HA OAHY MeMy, Mo 6y10 6u KOPUCHUM
npoananizysamu 6naue NOKA3HUKI@ KOPYNYii Ha NPUnIue npamux iHo3eMHux ineecmuyiti 00 Yxpainu, a maxodic
6NIUG TOOCHKO2O PO3GUMKY YKpAiHyié HA Npueabiugicmv IHEeCmuyii 6 0epicagy, d MmMAaKodlc NPoeecmu
00CTIOICEHHSI MO20, HACKIILKU 6ANCTUGUMU € gUmpamu Ha pobouy cuny y 3anyyenni 1111 ¢ Yrpainy.

Knrouoei cnosa: npsimi inosemui ineecmuyii, paxmopu enaugy na npumik I111, ineecmysanns ¢ Yxpainy.
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