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Investing to investment certificates could make the
life of the population who needs additional money easier.
Making investments sensibly, they could not only earn
money from taking part in Cll, but also make a fortune.
Of course, there could be some risks, but compared to
the advantages, it is possible to neglect them. Asaresult
of using investment certificates it is possible to increase
the population wealth.

The main purpose of thisresearch isto analyze the
current situation on the Ukrainian stock market and to
describe the perspective of the share investment funds
in Ukraine, possible ways of solving problems connected
with the existence of Cll and eliminating the barriers
appearing on the way of ClIl development.

Investment certificate isanominal security which
is produced by investment found or investment
company and accepts the right of the owner of such a
certificate to take part in the investment fund or the
investment company but it doesn’t give the right to
vote at the general meeting of a stock company. The
ownership of investment certificate accepts the right
of getting theincome (dividend). Investment certificate
in comparison to the stock guarantees definite income
minimum [1].

AMC establish investment funds, which deal with
the emission of such securities as investment certificates
into the circulation.

First of al the investor should pay attention to
reputation, experience and efficiency of AMC. On
investor’s requirement, AMC should give the full
information which confirms the existence of SSMSC
license, registration of Cll order and stock’s emission
prospect, and securities emission registration license of
SSMSC, Cll registration in the Unit State register [2].

According to the Law of Ukraine ,On State
Regulation of Securities Market in Ukraine” [3] the
government regulation of securities market is performed
by the Securities and Stock Market State Commission
(SSMSC). The purpose of SSMSC regulatory
activitiesisto develop and improve the effectiveness of
the stateregulation in the stock market, promote the unified
state policy realization on the issues and turn over of
securities, protection of investors and other stock market
participants.

The main directions of SSMSC'’s activities in the
field of regulation are:

1. working out of Draft Regulations in securities
market;

2. adoption of Regulations;

3. introduction of amendments to Regulations;

4. analysis of regulatory impact of Regulations;

5. tracking of adopted Regulationseffectiveness[4].

Compared to another issuers SSM SC provides Cl|
with thorough control and protects the investors’
interests [5].

While choosing ClI, it is worth, first of all, taking
into account such features of investment as profitability,
liquidity and risks.

Cll which invest money especialy to stocks are
considered to be the most risky, but they have high
profitability. It is necessary to remember that the moreis
the potential profitability, the more is the risk level. An
intermediate option is the fund of mixed investments,
which foresees the proportion of bonds and stocks in
theportfolio. Theliquidity definesthe profitability of quick
getting of invested money at the definite moment of time.
If it is significant for you to get this money in different
moment independently on the sum of money, you can
invest them to open-end fund asiit is obliged to buy your
securities for the formed price conditioned by Net Asset
Value. If it is enough to get such an opportunity time
after time, theinterval fund is an alternative. Closed-end
fund is not obliged to buy your securities till the end of
their activity term, but you can sell them without engaging
of the fund itself, because such securities in comparison
to open-end funds turn free at the secondary market,
like the interval fund’s securities [2].

Table 1 shows that the number of the investment
certificates bought, which value has been expressed in
UAH billion, has increased compared to 2006 on UAH
6.81 bIn. UAH and it isobviousthat the positive tendency
is constant. Per se, the main factor which influences
such apositive tendency should be the populationincome.
Thelogicissimple: themoreisincome, themoreavailable
assets people have for investing in the stock market, in
this case in investment certificates. However, after
checking the connection between the number of the
investment certificates, it appeared that the connection
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does not exist. The connection does not exist because
the investment certificates are not popular among the
Ukrainians. In other words, in general only legal persons
invest to Cll and it was proved by the regression-
correlation analysis. Therefore, the dependence of the
investment certificates popularity lies in other factors
(crisis, unawareness of the people, poor protection and
SO on).

The stock market of Ukraine is divided into five
sectors: banks, insurance companies, financial and
investment companies, Cll and non-state pension funds.
Figure 1 depicts the dynamics of the investments to
securities during 2009 — 2010. As we see, the banks
demonstrate | eading positions on the market and the pace
of increasing of the investments to the securities
compared to other institutes of the stock market. So, to
the end of the third quarter of 2010 the amount of banks
investmentsto securitieswas UAH 76.2bln when the Cl|
investments were less (approximately UAH 5bIn). What
was the reason for such difference and why are banks
miles more trustworthy? Moreover, after the crisis in
2008 there was a moratorium on population deposits
introduced: the investments have been frozen for 4 —
5 month. However, despite this fact, the banks have
managed to return the population’s trust.

Our further research is based on the following
assumption: low demand on investment certificates in
Ukraine in 2006 — 2010 depends on low income of the
Ukrainian people. In order to check the connection
between income and the amount of investment certificates
sold we used correlation-regression analysis, which
showed usthat our theory iswrong. Although the tightness
is medium the connection between them isinvalid.
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Table 1

Thenumber of the stock exchange contractswith thesecurities
in 2006 —2010, min. UAH [4]

Year 2006 2007 2008 2009 2010
Number of  stock
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Fig. 1. Dynamicsof theinvestment in securitiesof theinstitutional investors, min. UAH [7]
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Table 2
Theresultsof correlation-regression analysis
Number of stock
Year Income, X; G(V\?i?m%‘\e/ggtmrei?s X;? Yy
certificates, v,
2006 472061.00 330.00 222841587721.00 -103.97
2007 623289.00 430.00 388489177521.00 1408.31
2008 845641.00 200.00 715108700881.00 3631.83
2009 894286.00 7140.00 799747449796.00 4118.28
2010 1101015.00 7140.00 1212234030225.00 6185.57
Sum 3936292.00 15240.00 3338420946144.00

2
. k2_ 043 *§»2,26 (3)
Loz K 1-043 1

where F is Fisher’s test, k1 — the number of the
degree of freedom in the external variance, k2 — the
number of the degree of freedom of the average one out
of group dispersion.

F. =1013; F < Ftab;

Therefore, there are some other reasons why
investment certificates are unpopular in Ukraine. These
are some of them:

—low awareness of the population concerning
investment funds activity;

— economic crisis,

—weak protection of investment certificates owners.

Delving deeply into the first reason, the Ukrainians
know nothing about how to doubletheirincome, athough
there are a lot of ways to increase their profits. One of
themisbuying investment certificates. A sset management
companies do not pay much attention to promotion
whereas the banks do. Looking at the banks' advertising
campaigns, itisevident where peopleinvest their savings
more willingly. However collaboration with share
investment funds is risky but you also can get more
money, because there the rate is higher than in banks. As
for the second reason, the peak of the economic crisis
happened in 2008. It has been reflected on the investment
certificate sales. Unfortunately, except the prices decrease
of investment certificates, the crisis brought a lot of
problems to the investors. The main problems were:

temporary moratorium on redemption of investments
certificates; very slow revaluation of non-liquid assets.
Despite the absence of official statements, this problem
isan urgent one. Even today there are some not revaluated
assets since 2008 in some funds. The third reason can
be explained as the lack of government support to
investors. That is why there are not enough guarantees
to return their money with profit. Moreover, investors
can not be sure that they will get their money at all.
Investment funds are not protected by government, they
exist on the private base. There is some risk of Asset
Management Company bankruptcy.

Therefore, there are some possible ways for
improving the situation, such as:

1. Effective advertising campaign of investment
funds. ClI should be ready to spend the definite sum of
money for the promotion as the banks do. However, such
expenditures not always can be effective depending on
the sources of information (television, magazines, radio,
newspapers, the Internet and so on). In this situation the
main aim is to increase the number of people who know
about investment funds and to persuade them that such
kind of the investments values for money.

2. The government support. As it was said above,
Cll needs some kind of guarantee fund, which can help
to prevent investors from bankruptcy. The lack of such
a support brings up some hesitation and uncertainty if it
is worth investing or not.

3. The transformation of savings into investment
capital. People should be aware of al the benefits which
they can get from ownership of investment certificates.
To sum up all the above mentioned possible ways for
improvement Cll will be able to make potential investors
be interested in their offers.
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Conclusion

Judging from the information and analytics above,
we can conclude that athough the formation of Cll as
the rigorous participants at the stock market is slow, at
least it isdevel oping. Even taking into account the number
of the stock exchange contracts with the securities it
appeared that in 2006 — 2011 the situation with the
investment certificates sales was changing and during
the six years it has been improved practically 20 times,
so it is arather good start.

Of course, the ClI availahility, first of all, depends
on the situation at the stock market of Ukraine. It means
that the decrease of the amount of the investments to
Cll and to the investment certificates buying appeared in
2008 together with world finance depression. At that time
the consequences of the crisis for the stock market
became evident: prices' dramatic fall, flight of investors
and so on. Naturally, this could push away not only
international investors but also the Ukrainian onesastheir
money was under threat due to unstable situation at the
stock market. In addition, it is necessary not to forget
about low liquidity of the Ukrainian fund market, and
also about the quite little amount of securities which are
being sold on an exchange, limited amount of instruments
of fund market also prevents the development of ClI
potential in full strength. In fact, there is also another
problem with stock market development, and
consequently with ClI, it isabsence of the single deposit-
clearing system, which would become a calculated
depositary and authorized holder for al of the largest
trade grounds of the country. Although the crisis
consequences are evident, Ukraineis on the edge of post-
crisis recovery. The dynamics of the economic
development indexes in the first quarter of 2011 shows
the positive tendencies at the phase of the post-crisis
recovery.

The main rivals in the investment in the securities
are still banks. The main reason is in the fact that it is
easier for the Ukrainians to deposit their money to the
bank with the annual interest and to get minimal but
guaranteed profitability. And although banks suffered more
duringthecrisis, anyway they stay much more preferable.
While investing to ClI it is possible to choose how to
manage the money. To invest to the bank, of course is
the simplest but not the most profitable decision. However,
in Ukraine investment to ClI is not so popular and there
is no proper advertising campaign (compared to banks).
Nowadays there is the dependence of the Ukrainians on
their savings, so with the increase of the profitability the
savings of the potential investors are increasing, what
leads to the desire to use free money or to invest.
Unfortunately, only Ukrainians with the high income
afford to invest to the CIl. However, during the last years

the positive tendency of income increase has appeared
in Ukraine. Moreover, the accelerated economy
development, which provides active increase of the
population income, will stimulate the Ukrainiansto find
additional directions of the savings allocation. And ClI
will not be the last.

In order to accelerate the process of the investment
to CllI, it is necessary to provide the society with the
information about the activity of CIFs, about their
advantagesfor theinvestors remembering that somerisks
of this direction exist. Today the lack of the information
about CII does not give the opportunity to carry out the
market potential fully.

The absence of sufficient amount of the reliable
financial instruments on the internal market has become
another substantial problem, which prevents AMC from
investments of the investors attracted facilities. The
solutionisin development of the private sector of country,
in other words in creation of the higher amount of
enterprises as possible, whose stocks would circulate
on the Ukrainian stock market. Moreover, foreign
investmentsbringingin isalso necessary in aprivate sector
and not only.

There is an unwarrantable imbalance in the levels
of profit taxation from investments in different financial
institutions. Interests acquired to bank deposits are not
under taxation and at the same time the income, which
the population has got from CIF investments, are under
taxation. It would be useful to introduce the preferential
taxation of the investors’ income, who invests to CIF
for the long period of time, or to decrease the rate of
taxation of the income from the investments for the term
which is more than one year in order to increase the
investment activity of the individuals. The taxation rate
depends on the investor’s legal position. The minimal
taxation rateisfor individua s (residents and non-resident
legal persons, whoseratewill be 15 per cent of the profit).
So, now the rate is not so high, which can become an
extenuating circumstance for Cll when choosing the
institutional investor.

The real problem is the methodology of the NAV
assessment of the CIFs. The active statement of the
SSM SC, which regulatesthisissue, allowsthe companies
to assess their net assets of the CIFs freely. This can
lead to distorting the information about the funds assets.
Thisproblem can be solved with the hel p of the calculation
methodology improvement.

The dynamics of the Cll coming to the market does
not decrease actually. Therefore, today the problem is
not in the quantitative growth of Cll and AMC, but in the
quality of their services, increase of the professional level
of managers, on the one hand, growth of potential
investors trust, on the other hand, and readiness of

102

Exonomivynuii Bicauk JJou6acy Ne 4 (30), 2012



[. V. Kostenok, C. V. Chernikova, C. Y. Soboleva

economy. For harmonious development of investment
fundsin Ukraineit isnecessary to do alot but they already
have good prospects which they can bring to life with
the help of the government.
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Kocrenok 1. B., Co6oseBa K. 10., Yepnikosa K. B.
Ykpaincbkuii puHOK iHBecTULIiiHUX cepTHdiKaTiB

VY craTTi BU3HAYEHO HOTEHITiall PO3BUTKY iHBECTH-
HiitHuX ceptudikariB Ha GOHIOBOMY PUHKY YKpaiHi, Ipo-
BEIICHO aHaji3 MiCHOI CUTYyalii 3a JOIIOMOTOK KOpEJIs-
IiifHO-perpeciifHoro aHaji3y Ha OCHOBI JUHAMIKH, IIPO-
ctexxenoi 3 2006 mo 2010 pp.

Kouosi crosa: GOHAOBUIA PHHOK, IHBECTUIIIHHI cep-

TU(iKaTH, IHCTUTYTH CIIUTLHOTO IHBECTYBaHHS, KOMIIaHIs
3 yIIpaBIIiHHS aKTUBaMHU, JIEpP>KaBHA KOMICis 3 I[IHHUX Ta-
nepiB Ta (POHAOBOTO PHHKY.

Kocrenok U. B., Co6osiea E. 0., Uepnuxosa E. B.
YKpauHcKHH PbIHOK MHBECTHLIHOHHBIX cepTH(MH-
KaTOB

B craTbe onpezenseTcs HoTeHIUAal pa3BUTUSI HHBEC-
THIIMOHHBIX CEKPTHU(HUKATOB HA (POHIOBOM pPEIHKE
VKpauHsl, IPOBOAUTCS aHAIU3 HbIHEIIHEH cuTyaluu c
MOMOIIBIO KOPPEISIIMOHHO-PErPECCUOHHOIO aHAIN3a Ha
OCHOBE JMHaMUKH, npociexxenHon ¢ 2006 o 2010 rr.

Kntouesvie cnoea: HOHAOBBIN PHIHOK, HHBECTHIIH-
OHHBIE CepTU(UKATHI, THCTUTYThI COBMECTHOI'O HHBECTU-
pOoBaHus, KOMIIaHUS 10 YIIPaBJICHHUIO aKTUBaMHU, rocyaap-
CTBEHHAasI KOMHCCUSI 110 LIEHHbIM OymaraMm U (pOHI0BOMY
PBIHKY.

Kostenok I. V., Chernikova C. V., SobolevaC. Y.
Ukrainian Market for the Investment Certificates

An article defines the potential of the investment
certificates development on the securities market of
Ukraine, showsthe results of the current market situation
analysis with the help of the correlation-regression
analysis on the base of the dynamics of the 2006 — 2010.
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