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The nature and characteristics of the functioning mechanism of the investment market, the legal and institutional basis of regulation, the increasing of capacity mechanisms to ensure a favorable investment climate in Ukraine are examined. Two approaches to determine the place and role of investment in economic system that is directly related to the definition of “investment market” have been generalized. There has been defined that one of the priorities of economic policy in Ukraine is to stimulate investment, which is closely connected with the evaluation of the prediction of the investment market.
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Statement of the problem. The development of the investment market – a prerequisite restructuring and modernization of the economic system of any country. Thus it is important to ensure the movement of capital infrastructure at both the institutional mediation, and at the level of companies providing investment services to clients specific.
Analysis of recent research and publications which discuss the problem. The actual merits of the question of the functioning of the investment market in Ukraine and improvement of its investment climate, devoted such works by L. Didivska, I. Blanca, A. Butnyarova, A. Havrylyuk, A. Kirichenko, P. Haidutskyi, L. Zbrazka, V. Lavonov etc.

The aim of the article is to determine the day arrangements mechanism and characteristics of the investment market, investment climate in Ukraine and its regulation.

Objectives of the study – to determine the place and role of investment in the economic system of the state; to consider towards the improvement of the investment climate in Ukraine.

Studies. There are two approaches to determine the place and role of investment in the economic system, which is directly related to the definition of “investment market”.

The first approach is based on economic theory, which considers social reproduction as a system of production, distribution, exchange and consumption. Then investments mainly relate to the first link – production and constitute the material basis of its development. Investments consider the economic resources that are aimed at increasing the real capital of the company, i.e. the expansion or modernization of production capacities.

The second approach is based on the theory of finance, according to which on the financial markets there is a overflowing of funds. They move from those with their surplus to those in need of investment. An investment is considered as any form of transformation of savings into capital, i.e. the value that brings additional value, a way of earning income from a certain amount of savings.

The investment market as an economic category is the balance of supply and demand investments. Investment market creates object of sub-investor that is an economic entity of object in which there is a demand for investments and investment goods. In countries with developed market relations investment demand and supply are balanced through a pricing mechanism based on balanced prices for investments and investment goods.

In the investment market categories of demand, supply, prices, market conditions, business activity are functioning. This is where investors are not look for undervalued market tools that allow through their purchase to increase over time (and sometimes instantly) due to increased cost of capital assets (fixed assets, intangible assets, financial instruments, corporate rights), in which the investor has transformed its capital through the investment market. If “financial market” or “stock market” is proclaimed to be the object of regulation, these markets do not include all types of investment assets. However, it is the activity of investors that brings together all segments of the investment market as a whole, and the first task of government regulation is to protect the rights and legitimate interests of  investors.

Summarizing the above mentioned, we concluded that the investment market includes:

- The market of fixed assets, including land market, market facilities (housing, industrial buildings, office buildings) market equipment, etc.;

- Market intangible assets, including intellectual property market;
- Markets of financial instruments, including securities market to be outstanding; monetary market instruments, securities market ICI, derivatives market;

- The market of corporate rights.

 The main operations in the investment market (capital market) are the purchase – sale securities, obtaining bank loans, and commercial mortgage loan. Tools of agreements here are securities: certificates of deposit, bankers’ acceptances, etc. Capital markets – is an extensive network of financial institutions through which capital flows.

Investment market – a system that includes:

1. Actors (investors, contractors, customers, design and research organizations, etc.)
2. Objects (tangible and intangible, rights, licenses, patents, know-how);

3. Market infrastructure (banks, stock exchanges, pension funds, insurance companies, investment funds, engineering - consulting firms, courts, arbitration, etc.)
4. Market mechanisms;

  5. Control of the state by the action of the market mechanism.

At present much attention is paid to the identification of priority areas of investment, formation of investment attraction, evaluation of investment projects and so on. However, the instability of domestic investment that is linked primarily to financial budget constraints, leads to that great hopes are pinned on foreign investment income.

 According to the State Statistics Committee in January-September 2012, in Ukraine’s economy by foreign investors there was invested $ 4.3 billion. U.S. foreign direct investment, accounting for 91.07 percent of the corresponding period of 2011, in January-September 2011 respectively – 138.52 percent to same period 2010.

The volume of investments introduced ​​from the beginning to the economy of Ukraine in foreign direct investment (equity) on October 1, 2012 amounted to 52673.8 million dollars, which is 5.2 percent more than the amount of investment at the beginning of 2012, and per capita is 1157.0. U.S. dollars.
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Figure 1. Foreign direct investment, in billions of U.S. dollars

Investments are directed into already developed areas of economic activity.

Market direct capital investment is one of the most important segments of the investment market in Ukraine. The form of investing in this market is investments in new construction, the reconstruction, expansion, modernization of existing of businesses.

Inflow of capital investment enterprises of Ukraine in January-September 2012 are 177.5 billion., representing 117 percent of the corresponding period in 2011.
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Figure 2. Capital expenditure, bn, grn
The growth of capital investments in January-September 2012 was achieved in 19 regions.

Most active in January-September 2012 accustomed investment in Kirovohrad region (168.7 percent compared to the same period last year), Odessa (157.1 percent), Poltava (149.0 percent), Donetsk (136.4 percent), Kiev (136.3 percent), Ternopil (135.7 percent), Kharkiv (134.3 percent), Rivne (133.6 percent), Lugansk (129.4 percent), Volyn (128.2 percent).

The largest decline in investment activity took place in the Khmelnytska region (82.0 percent). The analysis of reclaimed capital investment indicates slowdown in their growth.

The leading areas in terms of attracting capital investment are: industry – 60,5 bln. grn., construction – 24.4 billion. grn., real estate, renting and business activities – 22.8 billion grn., transport and communications – 24.6 billion grn., trade, repair of motor vehicles, household goods and personal consumption – 17.6 billion grn.

The top investor countries, accounting for 82% of total foreign direct investments include: Cyprus – 15,075.5 million USD, Germany – 7,432.7 million USD, Netherlands – 5040.8 mln. USD, Russia – 3706.1 million USD, Austria – 3300.7 million USD, United Kingdom – 2396.0 million USD, Virgin Islands (GB) – 1805.7 million USD, France – 1,796.8 million USD, Sweden – 1578.6 million USD and Switzerland – 1085.1 million USD. Poor diversification of foreign direct investment in Ukraine by EU investors may be a risk of dependence of economic policy of Ukraine and policy of several countries – major investors.
There is a disproportionate allocation of investment in the regions of Ukraine.

The investment market is a complex economic category and state regulation requires the use of certain institutional arrangements and legal registration of the basic principles of its operation. Indeed, investment activity always begins with a market that is as complex system, includes subjects, objects, infrastructure, market mechanism and control of the state by the action of the market mechanism. The above arguments suggest the need for further thorough scientific study on the investment market and its infrastructure as the basis of government regulation. We make sure not only to protect, but also to encourage investors to volition of certain assets to prevent disparities in the investment market, what investment institutions should be given the opportunity to form and which requirements they must meet. All this is intended to implement the state investment policy, its implementation and is the purpose of government regulation of the investment market.
For a substantial improvement of Ukraine’s place in the “Doing Business – 2013” the question of improvement of the legal and institutional framework to enhance the capacity of mechanisms to ensure a favorable investment climate and laying the foundations of maintaining and improving the competitiveness of the domestic economy is relevant. A number of positive steps in this direction have already been made:

1. Today in Ukraine the legal framework for investment and development of public-private partnerships has been created. Legislation of Ukraine defines guarantees to investors, economic and organizational principles of public-private partnership in Ukraine.

2. On the territory of Ukraine to foreign investors national treatment of investment is applied, i.e. the level playing field with domestic investors. Foreign investments in Ukraine are not subject to nationalization.

3. In the event of termination of investment activity the foreign investors are guaranteed the return of his investment in kind or in currency investments without paying taxes, and investment income in cash or in kind. The state also ensures unhindered and immediate transfer of profits and other funds in foreign currency obtained legally as a result of foreign investment.

4. To improve the protection of foreign investment law of Ukraine from 16.03.2000 № 1547 the Washington Convention 1965 on the Settlement of Investment Disputes between States and Nationals of Other was ratified.

5. Intergovernmental  agreements on the promotion and reciprocal protection of investments with more than 70 countries have been signed and ratified by the Verkhovna Rada of Ukraine.

6. To assist foreign investors in the interaction with the executive authorities and local self-government the State Agency for Investment and National Projects of Ukraine has been established.

7. In order to facilitate the involvement and effective use of domestic and foreign investment for the development of economy of Ukraine, speeding up its integration into the European and world economies, ensuring private property rights and rights to business Council domestic and foreign investors under the President of Ukraine have been established. President of Ukraine was the head of the mentioned Council. Decree of the President of Ukraine of 26.01.2011 № 173/2011 approved the composition of domestic and foreign investors.

8. The Law of Ukraine № 2623 “On the preparation and implementation of investment projects on “one stop shop” of January 1, 2012. This law defines the legal and organizational framework for relations associated with the preparation and implementation of investment projects on the principle of “one stop shop”.

Question promoting investment are reflected in the Economic Reform Program for 2010-2014 “Prosperous society, competitive economy, effective government”. In particular, the reform program has undertaken specific measures to improve the business climate, namely: improved licensing system, licensing, administrative services, establishment and liquidation of business, state supervision and control of technical regulation, the formation of customs procedures.

These measures will improve the investment image of Ukraine as well as increasing foreign investment and capital investment in its economy.

Conclusion. Thus, the investment market – a market of investment objects milestones in its forms, is a collection of individual markets (objects of real and financial investment), which included distinguished market of direct capital investment, market objects of privatization, real estate market, the market of other objects of real investment, stock and money markets. In the investment market there is a large number of different agents that create its infrastructure. The interaction of these agents describes the state of the investment market.

An important condition for the successful market transformation of the economy of Ukraine is to realize its investment potential, which consists of resources, infrastructure, regulatory and economic factors.

The scope and structure of the involved investment of resources determine the state of the economy. Therefore, one of the priorities of the economic policy of our country is to stimulate investment, which is closely connected with the evaluation of the prediction of the investment market.
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