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Abstract

Due to the global financial and economic crisis that began in 2008, the
Armenian economy found itself in a period of deep decline and, naturally, as expected,
both domestic and foreign investment fell sharply. In the post-crisis years, as the
economy gradually began to emerge from the crisis and gradually recover from the
positive dynamics of macroeconomic indicators, however, no significant increase in
investment flows was recorded; the investment market is still characterized by low
activity.

To clarify the impact of gross domestic investment and net foreign investment
on the gross domestic product of Armenia in the period under review. In this regard,
we considered it necessary to assess the correlation between gross domestic investment
(GDP) and net foreign investment (GDP). It is clear from the construction of the cross-
correlation matrix that the growth of the RA GDP in 2000-2020. The impact of gross
domestic investment has been greater than that of net foreign investment. This is partly
due to the fact that their volumes were not large, especially in the period after the
financial and economic crisis, they had a very fluctuating trend, they were directed
mainly to the extraction and sale of raw materials in the mining sector, in which case
the surplus value was quite low.

In parallel with the analysis of the assessments of the international structures on
the attractiveness of the RA investment field, which particularly refer to the assessment
of political risk, we also used the assessment of the RA investment environment on the
basis of expert surveys. The experts were offered to assess the investment field of the
Republic of Armenia within the framework of the options presented in the
questionnaire.

From the analysis of the survey results, we can conclude that regardless of the
assessments of the investment situation in Armenia by various international
organizations, which emphasize the existence of political risk, however, according to
expert assessments, it is quite attractive. Of course, the investment situation is far from

70


https://doi.org/10.54503/2579-2903-2022.1-70

perfect, but in case of administration, modernization of management institutions,
improvement of legislation, elimination of bureaucratic hassles, it will be possible to
make the investment environment even more perceptible and accessible for foreign
investors.

Keywords and phrases: investment market, gross domestic investment, foreign
direct investment, expert assessment.
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RN3U [UIE4NU3UL
Cwjwunwuh whnwlwu nunbuwghnwlywu hwdwjuwpwup
dhowqgwiht nmunbuwwu hwpwpbipnyeniuutph wdphnu,
nuwnbuwghwnniejwu nnlunp, ypndbunp

Cwdwnnunwghp

2008 p-hu uyhqp wnwé hwdwrfuwphwiht Ppuwtuwnunbuwywu
dquwdwdh htunbwupny << nuwnbunyeniup hwjnuybg pwdwlwuhtu funpp
wulydwu opowund  ni, puwlwuwpwp, puswbu b uywudnd Ep, pE
wnbnwwu, pE owwpbpypjw ubpnpnwubph dwywiubpp Yupny Ypdwwn-
ytighu: <bwnbquwdwdwjhu wnwphubiphtu, pEL wnuwnbunyenlut wunhbw-
Uwpwp ububg nnipu qw) 6Gquwdwdhg U hbwnghtnt  YGpwlwuqub)
dwlypnununbuwywu gnigwuhoubph npwywu nhtwdhywu, wjuniwdbuwupy
ubpnpnudutiph hnupbiph bwlwu wé swpdwuwagpytig W ubpnpnidwhu onlywiu
dhus opu punipwgpynd £ gwdp wynmhyniejwdp:

Muwpqwpwubiint hwdwp, pE nwnwuwuhpynn dwduwlwhwnywdnid
hwdwfuwnu utippht ubpnpnuubpp b onwnbpypjw gnun ubipnpnudubipu hug
wqnbgnieyniu tu  niubighp << hwdwfuwnu  ubppht - wpryniuph  Ypw,
wuhpwdbtionn Gup hwdwpb] hwdwfuwnu ubipphu ubpnpnudubph W <LU-P,
huswbu twl gnun ownwpbpypyw ubipnpnudutiph b <UU-h dhole Ynnbijwghnu
Ywwp quwhwuwnb): Lpnuu-Ynnbyughnu  dwwnphgh  Junnignwihg  huwnwy
Gpunud k£, np <& <LU-h wéh Ypw 2000-2020 pR. pupwgpntd hwdwluwnu
ubipphu ubipnpnwdubph wagnbigniejnut wybh W66 E tink|, pwu ownwpbpypjw
gntin utipnpnudutiphup: Uw pbpbu ywjdwuwynpgwéd £ wjiu hwuqudwupny,
np (bpohutubppu Swywubpp dGd sGu  bnb, hwwnlwwbu  $huwu-
uwwnunbuwlwu dquwdwdhg htnn puwd dwdwuwlywhwywdnid niubgk) Gu
fuhun  wwwwunnwywu wpdpupwg W  nnybp G hhduwlwund
hwupwpryniuwpbpnyjwu  nnpunind hnwph  wprynuwuwhwudwuu — nu
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quwhwwnwlwuubph hwdwdw)t' wiu pwjwlywuwswih gpwydps £ Uugnipwn,
ubGpnpnudwiht hpwyphéwyp  hbnne £ Juwwpw)  [hubGing,  uwluiju
qupswpwpnigjwu b Ywnwdwpdwu  hunhnnunubph - wpnpwlwuwgdw,
optuunpnipjwtu  Ywuwwpbjugnpddwu L pinipnypwwnwywu pwoponiyubiph
pwgwndwu nbwpbpnd  huwpwynp  Yhuh  owmwpbpypw  ubipnpnnubiph
hwdwp ubipnpnudwihtu dhowywjpp nwpdub 5| wybh puywibh b hwuwubih:

Pwuwih pwntp b pwnwliwwwlgnipyniuup. ubpnpndwihtu onyw,
hwdwfuwnu ubpphu ubpnpnudubp, owmwpbpypw ninnuyh ubpnpnwiubn,
thnpéwghunwlwu qguwhwwnwywu:
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OLEHKA IMPUBJEKATEJIBHOCTHU HTHBECTUIIMOHHOI'O PBIHKA B
PECIIYBJIMKE APMEHUS
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acrpadT uHCTUTYT SKoHOMUKM HAH PA nmenn M. Kortansina
levon.hovnanyan@gmail.com

3051 TAAEBOCSH
ApPMSHCKMI rOCyJapCTBEHHBIN 3KOHOMUYECKUI YHUBEPCUTET
npodeccop Kadeapsl MeXIyHAPOIHBIX SKOHOMIYECKHUX OTHOIISHHIH
JOKTOP SKOHOMHUYECKHX HayK

AHHOTAIUSA

N3-3a MHpPOBOTrO (PMHAHCOBO-?KOHOMHUYECKOTO KpH3uca, Hauapmierocs B 2008
rofly, 5KOHOMHUKa ApPMEHUH OKa3ajach B NEpUOJE TITyOOKOro CHaja U, €CTECTBEHHO,
KaKk ¥ OXHJAJI0Ch, PE3KO COKPAaTWINCh KaK BHYTPEHHHE, TaK M MHOCTPAHHBIE
WHBECTUIMU. B MOCTKpU3UCHBIE TOBI, [0 MEPE MOCTENIEHHOIO BBIXOJa IKOHOMHKH U3
KpU3HCa U TOCTENEHHOTO BOCCTAHOBJICHHUS MOJIOKUTENLHOM JUHAMHKH MaKpOdKO-
HOMHMYECKUX TMOKa3aTeslel, OJHAKO, CYLIECTBEHHOTO YBEIWYEHHS] MHBECTUIIMOHHBIX
MOTOKOB HE (PUKCHUPOBAIOCH, WHBECTHIIMOHHBIA PBHIHOK TO-TIPEKHEMY XapakKTe-
pu3yeTcs HU3KOH aKTHBHOCTBIO.

i yTOYHEHUS BIMSHUS BAJIOBBIX BHYTPEHHMX HWHBECTUIMA H HYHCTBIX
WHOCTPAaHHBIX HHBECTULIMA Ha BaJOBOM BHYTPEHHUH TMPOAYKT ApMEHHH 3a
paccmaTpuBaeMblii iepuoa u BBIT MbI cownn HEOOXOMMBIM OIIEHUTH COOTHOIICHUE
MEX/y BaJOBBIMU BHYTpEeHHMMH MHBeCTHLUAMU (1 BBII) 1 4HCTBIMH HHOCTpaHHBIMU
naBecturmsMu (1 BBIT). M3 moctpoeHust Kpocc-KOPPESIIMOHHON MaTPHIIBI BHJIHO,
gyro Ha poct BBII PA B 2000-2020 rr. BiusiHuE BalOBBIX BHYTPEHHUX HHBECTHIUH
OBLTO OOJIBIIE, YeM BIMSIHAE YUCTBIX HHOCTPAHHBIX HHBECTHINA. OTYaCTH 3TO CBA3aHO
C Te€M, YTO MX O0OBEMbl ObUIM HEBENMKH, OCOOEHHO B Iepuoj mocie (puHaHCOBO-
HSKOHOMHYECKOTO KpH3UCa, HMEIH BEChMa H3MEHUMBYIO HAIPABICHHOCTH, OBLIH
HATIPaBJICHBl B OCHOBHOM Ha JOOBIYY W PEANH3alldi0 CHIPhS B TOPHOIOOBIBAIOIICH
0Tpaciy, U B 3TOM Cllydae NpubaBoYHas CTOMMOCTH ObLIa JOBOJIBHO HU3KOM.

[TapanmiensHO ¢ aHATM30M OLIGHOK MEKIYHAPOAHBIX CTPYKTYP MHBECTULIMOHHON
MpUBJIEKATENbHOCTH PA, B YaCTHOCTH, KacarlIUXCA OICHKH TMOJUTHYECKOTO PHCKA,
MBI TaK)K€ FCTIOIH30BAIH OIIEHKY MHBECTHITMOHHOM cpeabl PA Ha 0CHOBE 3KCMIEPTHBIX
OTIPOCOB. DKCIEPTaM ObUIO MPEJIOKEHO OLIEHUTh HHBECTUIIMOHHOE Nosie PecyOamku
ApMeHusl B paMKax BapuaHTOB, IPEICTaBICHHBIX B aHKETE.

W3 ananuza pe3ynpTaToOB ONMPOCa MOXKHO CHAENAaTh BBIBOJ, YTO HE3aBUCHUMO OT
OLICHOK MWHBECTHMLIMOHHOM CHUTyaluu B ApMEHMH CO CTOPOHBI pPa3jIMYHbIX
MEXKIYHAPOIHBIX OpraHMW3aldif, TAc OOJbIIe BCEro IMOMUCPKHUBACTCS HATHMIUC
MOJIUTHYECKOTO PHCKA, TEM HE MEHee, MO JKCHEPTHBIM OlEHKaM, OHa JIOCTaTOYHO
npuBiiekaTenbHa. KoHEUHO, MHBECTULIMOHHAS CUTYallMs Aajieka OT COBEPILEHCTBA, HO
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npy  aJMUHUCTPUPOBAHWH, MOJEPHHU3ALMN HHCTUTYTOB  YIpaBIEHHS, COBEp-
IIEHCTBOBAaHUM 3aKOHOJATENIbCTBA, YCTPAHCHHHU OIOPOKPATUUECKUX XJIOTOT MOXKHO
OyJeT cheliaTh WHBECTUIIMOHHYIO Cpely elie OoJiee OIIYyTHMOH W JOCTYITHOHW JyIs
WHOCTPAaHHBIX UHBECTOPOB.

KuioueBbie cjioBa U CJIOBOCOYETAHUSI: WHBECTHIIMOHHBIM PBHIHOK, BaJIOBBIC
BHYTPEHHHE WHBECTHULIUH, MIPSIMblE HHOCTPAHHbBIE HHBECTHUIINH, SKCTIEPTHAS OLIEHKA.
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1.Introduction

In the conditions of a modern market economy, the development of the economy
and society largely depends on the opportunities to attract private investment. At
present, in any country, the level of investment has a significant impact on socio-
economic processes, it is reflected in the corresponding change in key macroeconomic
indicators. At the macro level, investments ensure the country's competitiveness,
sustainable economic growth, raising the living standards of the population, as well as
the sustainable development of certain sectors of the economy through the continuous
modernization of production and the introduction of new technologies.

A prerequisite for investment promotion is the existence of a developed
investment market, the creation of a favorable investment environment, the provision
of an appropriate level of protection of investors' interests, which contributes to
increasing the attractiveness of the economy from the point of view of foreign and local
investors.

The analysis of investment flows in the Republic of Armenia shows that they
have been decreasing over the last decade, which is due to the insufficient development
of our country's investment market, low attractiveness of the investment environment,
low efficiency of public investment policy.

After the acieving of independence, appropriate institutions began to be formed
in Armenia, which are typical of a liberal economic system, as well as the adoption of
the so-called "open door policy” of attracting investments. In this context, a number of
reforms were carried out to ensure the necessary conditions for doing business and to
develop economic infrastructure. In 1994, the Supreme Council of the Republic of
Armenia adopted the Law on Foreign Investments, which was a important precondition
for the establishment, investment and development of the investment market[1].

We can agree with the assertion that “since 1992, the economic reforms aimed at
building a market economy have been carried out mainly due to debt inclusion, budget
inflation, effectively depleting neither the credit issue nor the large foreign investments
that could be attracted through large-scale investment projects.” Making the most of the
opportunities of the Diaspora. ”

From 2000 until the financial and economic crisis, during the period of active
growth of the world economy, up to double-digit economic growth was registered in
Armenia, which was accompanied by a significant activation of investment flows.
However, due to the global financial and economic crisis that began in 2008, the
Armenian economy found itself in a period of deep decline and, naturally, as expected,
both domestic and foreign investment fell sharply. In the post-crisis years, as the
economy gradually began to emerge from the crisis and gradually recover from the
positive dynamics of macroeconomic indicators, however, no significant increase in
investment flows was recorded; the investment market is still characterized by low
activity.
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2.Literature review

In a market economy, the investment process is carried out through the
investment market, which is a complex, multi-layered economic category. The
investment market, as an institution, is characterized by a certain ratio of demand,
supply, price level, level of competition, investment volume[2]. The attractiveness of
the investment market is determined by assessing the investment climate. The latter
generalizes the external environment, the current situation, the relevant conditions
under which the investments are made[3]. The investment environment can be
considered as a set of political, socio-economic, financial, socio-cultural, organiza-
tional-legal-geographical factors specific to a certain country, region, economic sector
or branch, which attracts or repels investors[4]. Sometimes, the term "investment
environment” is used as an equivalent to investment attractiveness, which, in our
opinion, is not so true, as the investment environment is a broader concept; degree,
investment market attractiveness dtid magnitude of investment risk. The investment
climate is measured by input parameters such as capital inflows, outflows, inflation
rates, interest rates, gross domestic product (GDP) savings, and output parameters that
reflect the country's investment potential and risk levels.

Thus, the country's investment market attractiveness L. the investment climate in
general is characterized by a set of factors that reflect investment opportunities,
stimulating investment flows, expanding the scope of investors' activities to make
effective investments, and creating new jobs. It follows from the above that any
investment process is influenced by the investment environment, as a result of which it
can be transformed into improving or deteriorating features that characterize the
effectiveness of that process.

3.Research methodology

The research was based on scientific works by various authors on various issues
related to the development of the investment market, the improvement of the
investment environment, the legal framework governing investment relations, which is
part of the state policy to regulate the investment market, and data published by the
Statistical Committee of RA.

4.Analysis and Results

Analyzing one of the important indicators characterizing the investment activity
in the economy, the investment / GDP ratio in 2000-2020. We see that the latter grew
smoothly in Armenia in 2000-2008, and in the period following the global financial
and economic crisis had a steady downward trend, despite the slight positive dynamics
recorded in some years (Figure 1):
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Figure 1. Investment / GDP ratio in Armenia 2007-2020 (%) [5]

Thus, in 2008, the investment/GDP ratio had an unprecedented high value,
amounting to 46.83%. Naturally, such a high index in the Armenian economy was
conditioned by large-scale investments in the non-export sector, especially in the
construction sector. In 2009, when the Armenian economy was already in a state of
crisis, the investment/GDP ratio was still relatively high, amounting to 42.88%, which
can be called the "residual result” of previous investment activity. In the following
years, starting from 2010, this indicator has smoothly decreased, reaching 39.37%, and
the lowest level 15.80% was recorded in 2019, the highest indicator in the post-crisis
sector was recorded in 2011 23.6%. The downward trend in the investment / GDP ratio
was maintained throughout the post-crisis period until 2020, when the investment /
GDP ratio was 16.6% decreased by 32.20% compared to 2008.

Referring to the gross domestic investment in Armenia, we can see that since
2000 they have shown stable growth trends, reaching a maximum of $ 5591.1 million
in 2008 (Figure 2).

Figure 2 Dynamics of Gross Domestic Investments in Armenia in 2000-2020,
USD mil. [6]

However, in 2008 In the aftermath of the global financial crisis, gross domestic
investment since 2009 has shown a steady decline in the long run, with the latter
growing slightly in 2018 but falling again to $ 2385.6 million in 2019 and decreased
again in the year 2020, amounting to 2178.1 million dollars.
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In 2000-2020, the growth dynamics of gross domestic investment in Armenia
showed a highly fluctuating trend. If in 2006 it was 33.7%, in 2007 the growth rate of
gross investments sharply decreased to 18.16%. In the following years, the downward
trend was maintained, reaching the lowest index in 2009 amaounting -25.4%[7].

Until 2014, the growth rates of gross investments still had a negative value, and
in 2015, a growth of 2.5% was recorded. The sharp decline of that indicator in 2016 (-
11.4%) in 2017. The highest index of the post-crisis period - 9.7%. In 2018 . 2019, the
growth rates decreased again, making 4.8% U 4.4%, respectively, and in 2020, it
sharply decreased, making 8.6%.

The analysis of the trend of net foreign direct investment in Armenia in 2000-
2020 shows that, similar to gross domestic investment, they have shown steady growth
trends since 2000 (Figure 3). In 2008, the maximum index of domestic investments
was registered - 943.7 million dollars. 2008 The impact of the global financial and
economic crisis has led to a long-term steady decline in net foreign direct investment
since 2009, although some growth has been recorded in some years. In 2020, this
figure reached a value of 113.7 million dollars, which is the lowest in the period under
review.

Figure 3 The trend of net foreign direct investment in Armenia 2000-2020,
min dol. [8]

It is obvious that there is a direct connection between investments and "GDP
indicators”. Therefore, from the point of view of evaluating the efficiency of
investments, we were able to clarify what impact the gross domestic investments, net
foreign investments, had on the gross domestic product of the Republic of Armenia. In
this regard, we considered it necessary to assess the correlation between gross domestic
investment (GDP) and net foreign investment (GDP).

Correlation-regression analysis. The indicators selected for the analysis are:
gross domestic investment (GDP, GDI), gross domestic product (GDP), foreign direct
investment (FDI), foreign trade (turnover) U export. Consider the following
interdependencies:

* GDP - GDP,

* GDP,

* Trade turnover - MNF,
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* Trade turnover-FDlI,

* Export-GDP,

* Export-FDI.

In order to have stationary rows, we switch to logarithmic rows. First we

calculate the correlation matrix between the selected indicators (Table 1)

Table 1
Correlation matrix between the selected indicators
Corel.matrix GDI GDP FDI Trade Export
turnover
GDI 1 0.81 0.87 0.84 0.67
GDP 0.81 1 0.51 0.98 0.96
FDI 0.87 0.51 1 0.56 0.34
Trade turnover 0.84 0.98 0.56 1 0.94
Export 0.67 0.96 0.34 0.94 1

It is clear from the cross-correlation matrix that only the Export-FDI connection
is weak, the GDP-FDI and trade-FDI relationship are moderete. That is why we have
limited ourselves to describing the nature and strength of the connection. In particular,
the connection is direct, that is, the growth of one indicator leads to the growth of
another indicator. It should be noted that in the period under review, GDP-FDI
indicators showed a parallel trend in 76% of cases.

Let us now consider the regression models of the corresponding pairs.

The following linear regression models are constructed:

In(GDP) = ¢; + ¢, X In(GDI) + &
(3.1.1){ In(Turnover) = c3 + ¢, X In(GDI) + &,
In(Export) = c5 + cg X In(GDI) + &3

The results of the evaluation are as follows:
In(GDP) = 6.15 + 0.39 X In(GDI)
(3.1.2) { In(Turnover) = 2089 + 0A71 x In(GDI)
In(Export) = 2.60 + 0.58 X In(GDI)

Let's comment on the obtained results.

GDP-GDI. The connection is direct, as evidenced by the correlation coefficient
calculated above. The coefficient of elasticity is equal to 1.003, which means that a
GDI growth of 1% leads to a GDP growth of 1.003%. The approximation error is
1.88%, which proves the good quality of the approximation. Means the deviation
between the actual "approximated values" is on average 1.88%. The coefficient of
determination is 0.66, which means that 66% of GDP variation is explained by GDI.
The regressor of the model is significant, according to the Student's test, the t-statistic
is 6.08, and the corresponding tabular value is 2.43, the observed value is greater than
the tabular value, which is significant, and the significance level, P-value, is 0.000132,
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respectively. We have a 99% level of reliability. According to Fisher's test, the F
statistic is 37.03 and the tabular value is 4.38, the observation is greater than the tabular
value, so the model is significant. For the autocorrelation test, use the Darbin-Watson
statistic, it is 1.65, so there is no autocorrelation. Let's test the hypothesis about
heteroskedasticity using Spearman's rank correlation coefficient. Spearman’s rank
correlation coefficient is 0.35, let's put a hypothesis that the coefficient is equal to zero,
the competitor - the opposite. The critical value is 0.52, and the tabular value is 2.44,
the tabular value is greater than the critical one, therefore the coefficient is not
significant, that is, the hypothesis about the absence of heteroskedasticity is accepted.
The normal residual distribution hypothesis was tested using RS statistics, the RS is
3.1, the range for accepting the normal distribution hypothesis (2.7-3.7) is in the range,
then the residues are normally distributed.

Thus, the GDP-GDI relationship is direct, significant, the quality of the model
approximation is high, the obtained estimate is the value of the elasticity coefficient
applicable.

Trade turnover-GDI. The connection is direct, as evidenced by the correlation
coefficient calculated above. The coefficient of significance test results is as follows: t
statistics are 6-80, tabular t is 2-44, the observed is greater than the tabular, therefore
the correlation coefficient is significant. The coefficient of elasticity is equal to 1.01,
which means that a 1% increase in GDI leads to a 1.01% increase in trade turnover.
The approximation error is 1.88%, which proves the good quality of the approximation.
It means that the deviation between the actual "approximated values" is on average 3-
28%. The coefficient of determination is 0.71, which means that the variation in trade
turnover is explained by 71% by GDI. The regressor of the model is significant,
according to the Student test, the statistic t is 6.80, and the corresponding tabular value
is 2.43, the observed value is greater than the tabular value, therefore significant, and
the significance level, P-value, is 0.0000017, respectively. We have a 99% level of
reliability. According to Fisher's test, the F statistic is 46-19, and the tabular value is 4-
38, the observed is larger than the tabular, so the model is significant. For the
autocorrelation test, use the Darbin-Watson statistic, it is 1.69, so there is no
autocorrelation. Let's test the hypothesis about heteroskedasticity using Spearman'’s
rank correlation coefficient. Spearman's rank correlation coefficient is 0.39, let's put a
hypothesis that the coefficient is equal to zero, the competitor - the opposite. The
critical value is 0.51, and the tabular value is 2.44, the tabular value is greater than the
critical one, therefore the coefficient is not significant, that is, the hypothesis about the
absence of heteroskedasticity is accepted. The normal residual distribution hypothesis
was tested using RS statistics, the RS is 3.2, the range for accepting the normal
distribution hypothesis (2.7-3.7) is in the range, then the residues are normally
distributed.

Thus, the trade-GDI ratio is direct, significant, the quality of the model
approximation is high, the resulting score is the value of the elasticity coefficient
applicable.
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Export-GDI. The connection is direct, as evidenced by the correlation
coefficient calculated above. The coefficient of significance test results are as follows: t
statistics are 3.98, tabular t is 2.44, the observed is greater than tabular, therefore the
correlation coefficient is significant. The coefficient of elasticity is equal to 1.01, which
means that a 1% increase in GDI leads to a 1.01% increase in exports. The
approximation error is 4.11%, which proves the good quality of the approximation. It
means that the deviation between the actual "approximated values" is on average 4-
11%. The coefficient of determination is 0.45, which means that the export variation is
explained by 45% by GDI. The regressor of the model is significant, according to the
Student's test, the t-statistic is 3.98, and the corresponding tabular value is 2.43, the
observed value is greater than the tabular value, therefore significant, and the
significance level, P-value, is 0.000804, respectively. We have a 99% level of
reliability. According to the Fisher test, the F statistic is 15-83, and the tabular value is
4-38, the observed is larger than the tabular, so the model is significant. Let's test the
hypothesis about heteroskedasticity using Spearman's rank correlation coefficient.
Spearman's rank correlation coefficient is 0.34, let's put a hypothesis that the
coefficient is equal to zero, the competitor - the opposite. The critical value is 0.53, and
the tabular value is 2.44, the tabular value is greater than the critical one, therefore the
coefficient is not significant, that is, the hypothesis about the absence of
heteroskedasticity is accepted. The normal residual distribution hypothesis was tested
using RS statistics, the RS is 3.4, the range for accepting the normal distribution
hypothesis (2.7-3.7) is in the range, then the residues are normally distributed.Thus, the
Export-GDI relationship is direct, significant, the explanatory nature of the model is
low, let's accept the relationship estimate, the coefficient of elasticity with reservations.

Thus, the impact of gross domestic investment on the growth of the RA GDP in
2000-2020. has been greater than that of net foreign investment. This is partly due to
the fact that their volumes were not large, especially in the period after the financial
and economic crisis, they had a very fluctuating trend, they were directed mainly to the
extraction and sale of raw materials in the mining sector, in which case the surplus
value was quite low.

Studying the structure of foreign investments in Armenia, the ratio of direct-
portfolio investments in them, we will try to understand what are the characteristics of
gross investments, direct-portfolio investments in the structure of the latter in the post-
crisis period. Thus, before the global financial and economic crisis, in 2008 Gross
foreign investments totaled $ 1932.0 million, of which direct investments totaled $
1132.4 million and portfolio investments totaled AMD 6.6 million(Table 2):

82



Table 2
The structure of foreign investments in Armenia in 2008-2020. million US dollars

[]
20 (20|20 |20 |20 | 20| 20 | 20 | 20 | 20 | 20 | 201 | 20
0809|1011 |12 |13 |14 | 15|16 |17 |18 | 9 | 20
Gross
o | 21222117110 o0 1 0 2o o0
invest 0 4 8 9 7 02]29]95 0 037343 5
ments
of
which: 1 11
3. 90 | 70 | 90 | 72 | 37 | 40 | 17 | 33 | 24 | 25 | 254 -
direct 4 6.2(69]63(52|02|43[85[80(98|41| .0 )
invest
ments
Share
of
direct | 58.| 35. | 45. | 52. | 44. | 37. 66 22.|27.|62.|31. | 16. | 24.
invest | 6 | 5 | 4 |2 | 4| 4 1 18| 4|5 | 9|2
ments,
%
Portfol i i i )
io 11. | 12. 19 69 26 | 56. 103
invest 66 0 | 23 0.0 5 |45 40. 22| 3 56. 18. .0 >
1 8 | 9 9
ments
Share
of
gortfo" 03|04 |07 01|70 | (82|, |, |- |68] -
. 4 | 3| 8 2 1 4 23| 5 |12
invest 4 2
ments,
%
Other 79 16 83 | 82 N - 24 | 36 | 82 | 20 | 57 | 114 37
invest 3.0 38. 6.7 | 9.6 6.5 74. 878807732172 4.
ments . 5 . . s | 5 . . . . . . 1
Share
of
other 41. | 64.|53.|47.|55.| - |40.|55.|67. |51 |70.| 76. 77
invest | 1 (1| 8| 8|5 (75|54 5|6 |8 8] 3
ments,
%

83



In 2009, despite the wide spread of the impact of the financial and economic
crisis, the inflows of foreign investments in the Armenian economy (including those
received through the public administration l. banking system) increased. in January-
December amounted to 2470.8 million. dollars, which in 2008 increased by 27.9%
compared to the same period last year. At that, the inflow of direct investments made
840.7 min. USD (decreased by 25.8%), portfolio investments - 6.7 min. USD
(increased by 1.3%), other investments - 1623.4 min. dollars (increased about 2 times).
2009 The outflow of funds from the republic in the form of investments (excluding
interest paid, dividends, loan repayments) by resident legal entities of the Republic of
Armenia amounted to 171.6 min. dollars. In 2010-2014, gross foreign investment
gradually decreased from USD 2555.4 million to USD 612.9 million, ie more than
quadrupled, while direct investment decreased but halved during the same period.
2015- 2016 Gross foreign investment increased to $ 809.5 million and $ 1215.0
million, respectively, and in 2017 it more than doubled to $ 400.3 million.

In 2018, gross foreign investment almost doubled to $ 800.3 million, and in
2019, it increased by about 88% to 1504.3 million drams. In 2020, due to the effects of
the epidemic, the gross foreign investment index again fell sharply by about 310% to
only 485.5 million drams.

With regard to foreign direct investment, it should be noted that the latter had an
unstable trend during the period under review, but in some years without sharp
changes, in contrast to gross foreign investment (Figure 4).

Figure 4. Gross foreign direct investment trends in Armenia in 2008-2020
(million dollars) [10]

In particular, in 2008-2009 there was a significant increase in gross foreign
investment in the country by about 32.2%, but the latter was not accompanied by such
a sharp increase in direct investment, on the contrary, the latter decreased by about
20%. Moreover, except for 2011, when direct investments were almost equal to 2009.
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They tended to decrease smoothly throughout the period. Looking at the movement of
FDI in recent years, we see that their volumes have been quite low, amounting to 254.1
million USD in 2018-2019, and in 2020 they decreased by more than doubled to 117.3
million USD, which is the lowest indicator of the observed period. The main reasons
for such a decline are, first of all, the forced closure of the Amulsar mine, which
naturally had a negative impact on Armenia's international investment rating,
increasing investment risk, and the reduction recorded in 2020 was due to economic
constraints in the fight against the epidemic.

Analyzing the volume ratio of foreign direct portfolio investments, we see that
the latter also had a downward trend in the post-crisis period. However, during the
period under review, direct investments significantly exceeded portfolio investments,
except in 2013, when portfolio investments reached an unprecedented high of $ 694.5
million (Figure 5). The highest share of direct investments in gross foreign investment
in the period under review was recorded in 2014 - 66%. In 2020, this figure was only
24.2%. As for the share of portfolio investments, the highest rate of the latter - 70.1%
was recorded in 2013, and in 2020 it was only 1.2%. Naturally, these indicators speak
of both a decrease in foreign investment flows and a decline in the attractiveness of the
investment market.

Figure 5 Volume ratio of foreign direct portfolio investments in Armenia,
2008-2020, million dollars. [11]

Thus, the main indicators characterizing the inflows of investments in the
Armenian investment market had a rather stable growth before the financial and
economic crisis that began in 2008, which was conditioned by economic overactivity
both in the world and in Armenia, especially the significant activation of the
construction sector.

In the assessments of various international organizations, the investment
environment of the Republic of Armenia is assessed as rather risky. Considering in
particular the ratings of the Belgian Export Credit Agency (ONDD), which include
short-term, medium-term and long-term political risks, as well as risks related to trade,
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business environment, political violence, seizures and government actions. In this
rating, political risks are rated from 0 to 7 points.

In the mentioned rating, the medium-long-term political risk of Armenia was
assessed 6 points. For comparison, among the post-Soviet countries in Lithuania and
Estonia, this indicator is estimated at 2 lt 1, respectively, in fact, the high political risks
that exist in the Republic of Armenia are obvious. Moreover, with this index Armenia
is behind Azerbaijan and Russia, where it is estimated at 4 points. Naturally, this is a
telling enough fact to get an idea of the high political risks that the investor may face in
investing in the Armenian economy in the medium or long term.

According to the data provided, the risks of political violence's seizure are quite
high in our country, which is largely due to the imperfection of investment legislation,
the lack of effective guarantees to protect the interests of investors, and effective
mechanisms to ensure them.

To get a complete picture of the level of political risks in Armenia, let us refer to
the international sovereign rating of our republic, which, among other factors, is
formed as a result of the influence of political factors. The data reflected in the
respective rating reports clearly show that even in the period of stable economic
growth, Armenia's international sovereign rating did not exceed 45 points, and in the
rating system 50 points lower (Bal or BB + and lower ratings, respectively) correspond
to non-investment-speculative ratings with high risks arising from it. This is obviously
a bad signal for potential investors, especially in terms of long-term investments.

In parallel with the analysis of the assessments of the international structures on
the attractiveness of the investment field of the Republic of Armenia, which
particularly refer to the assessment of political risk, we also used the assessment of the
investment environment of the Republic of Armenia based on expert surveys. Based on
our questionnaire, we conducted expert surveys on the investment climate with a clear
opinion of 19 experts. Officials of leading banks, insurance companies, leading
companies in the field of industry, as well as experienced scientists in the field of
academia were involved in the survey as experts. The results of the surveys were
presented according to the sequence of questions in the questionnaire.

The experts were offered to assess the investment field of the Republic of
Armenia within the framework of the options presented in the questionnaire.

1. 50% of the experts think that the domestic market of Armenia is attractive for
investment, but there are some obstacles, 22% consider it quite attractive, one expert
found it difficult to answer, and 28% or five respondents think that The investment
field of the Republic of Armenia is not attractive.

2. The most important factor in increasing the attractiveness of the investment
field, 56% of the experts consider the modernization of the administration,
management institutions, improvement of the legislation, elimination of bureaucratic
hassles, 39% of the experts pointed out, and 17% used the establishment of democratic
institutions.
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3. To the question that in terms of the attractiveness of the investment
environment in Armenia, which spheres are of interest to foreign investors, 39% of the
experts mentioned the financial sector, the industry was also considered to be leading
by its attractiveness - 33%, 4 experts find it attractive the agricultural sector, and 3 give
preference to trade.

4. Experts are more interested in launching technologies in terms of attracting
foreign direct investors in Armenia. This opinion is shared by 44% of respondents,
33% each use the opportunity to create new jobs, the motivation to produce quality
products in line with modern market requirements, and two experts believe that
attracting foreign direct investment will increase domestic market competition.

5. The answer to the question about the existence of sufficient preconditions for
portfolio investments in Armenia was not answered "yes", 33% of the respondents
gave a negative answer, 44% found it difficult to answer, only four experts found that
the preconditions for attracting portfolio investments are partially present.

5.Conclusion

Thus, we can conclude that regardless of the assessments of the investment
situation in Armenia by various international organizations, which emphasize the
existence of political risk, however, according to expert assessments, it is quite
attractive. In any case, 72% of respondents support this opinion. Of course, the
investment situation is far from perfect, but in case of administration, modernization of
management institutions, improvement of legislation, elimination of bureaucratic
hassles, it will be possible to make the investment environment even more perceptible
and accessible for foreign investors. It is clear that stable investment processes in any
country determine the introduction of the latest scientific and technological
achievements in production, and consequently the high rates of scientific and
technological progress, the growth of labor productivity, both at the level of the whole
economy and individual sectors, branches and organizations.
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