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Anopienko B.M.,Cokonoscbka O.0.«Oyinka egexmusnocmi
ineecmuyin 6 axyii UTLM komnanii «Yxpmenexom». Hayrxoeo-
MemoouuHa cmammsi.

CraTTsi mpUCBsAYeHAa OLIHLI e(EeKTHBHOCTI IiHBECTYBaHHSI B
akuii  kommanii  ITAT  «VYkprenekom». Bukopocrani —naHi
Oyxranrepcbkoro Oanancy tauinu akuii UTLM 3a mepiog 2015-
2017 poku. IlpoBeneHo aHaii3 craTedl OyXrajTepcbKoro OajaHcy,
Ha OCHOBI SKOro BH3HAYCHO IHBECTHIHHA NPHUBAOIMBICTH
KOMITaHil. J[nHaMika MOKa3HHUKIB CBIYMUTH [P0 T€, IO Y KOMIIaHii €
nesiki mpoGsiemn. TakoX MPOBEACHO aHaii3 OipsKOBOI [isIBHOCTI
ITAT «Yxprenexkom». ITosutuBaa nunamika EBITDA cBiguuth npo
Te, L0 € HONUT Ha LiHHI mamepu «YKprenekom» Ha puHKy UX.
O6uucrieni i mpoaHanizoBaHi OCHOBHI KoedilieHTi edeKTUBHOCTI
inBectuiii B akiii UTLM 3 To4ku 30py MpUOYTKOBOCTI i PU3HKY.
IToxazaHo, IOHA AAaHOMY IHTEepBali 4Yacy PH3UKH iHBECTYBaHHS
MEHIIE, HIX pHOYTKOBICTH aKiii, 1110€
puBaOIMBUMAIAIHBECTOPiB.  TaKO)KyCTaHOBJICHO, IO  Ma€
Miciekyiactepisaiiss  BOJATHIILHOCTI TPUOYTKOBOCTI  aKIlii, 110
BKa3dye Ha MOMUIMBICTH pi3kux crpuoOkiB. CopmyaboBaHO
BHCHOBKH 3a OTPUMaHUMU pE3yJIbTaTaMH.

Kniouosi cnoea: IIAT «Yrkpmenexom», ineecmuyii,
akyii,yina, npubymrogicmo, Koegiyicumu epekmusrnocmi
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Andrienko V.M., Sokolovbska O.O. Assessment of investment
efficiency in the UTLM "UKRTELECOM" shares. Scientific and
methodical article.

The article is devoted to the assessment of investment
efficiency in PJSC "Ukrtelecom" shares. Accounting balance sheet
data and stock prices UTLM for the period 2015-2017 are used.
The accounting balance sheet items analysis on the basis of which
determined the company’s investment attractiveness. Indicators
dynamics testifies that the company has some problems. PJSC
"Ukrtelecom" stock exchange activity analysis was also conducted.
EBITDA positive dynamics indicates that there is a demand for the
Ukrtelecom UX market securities. The main factor of investments
efficiency in shares UTLM from the viewpoint of profitability and
risk are calculated and analyzed. It is shown that in this time
interval in the investment risks is less than shares profitability that
is attractive to investors. It is also established that there is a
clustering of shares profotability volatility, which indicates the
possibility of dramatic upturns. Conclusions according to the
obtained results are made.
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he main investmentspurposeis torealizea
profit on the long run. Investment involves
passive monitoring andthe current market
situation analysis in order to react in time to
get rid of potentially losing shares. In today’s
economic and political instability, the
appropriateprobleminvestment becomes particularly
urgent. Long-term shareinvestments can now become
a great tool for generating additional passive income.
To realize the main investments purposein the invest-
management, methods are used to evaluate the
investments effectiveness. The effectiveness ratios
calculation allows one to identify the most effective
and resulting management strategies in the stock
market or to review and modify existing ones, as well
as minimize the risks of investing in financial
instruments. Thev Ukrtelecom PJSC operates
securities on the Ukrainian Stock Market (UX), which
is regulated by a securities management group.The
company is an emitterofUTLM shares.Therefore,
assessment of investmentefficiency in the UTLM
"UKRTELECOM" shares is a very important task.

Analysis of recent research and publications
At present, there are a fairly large number of

research articles, wheretheoretically and
methodologically a wide range of investment
management issues are developed. A huge

contribution to the scientific views development on
this problem was made by U. Sharp, J.Hordon
(Sharpe 2007), H. Aleksander (Aleksander 2007),
H. Markovitts (Markowitz 1987), P. Samuelson
(Samuelson 1972), E. Fama (Fama 1996) [1-4].

The issue of management efficiency of investment
activities was investigated by such foreign scientists
as V. Berens, L.J. Hitman, M.D. Dzhonk,
K. Faltsman, T.S. etc. Research and development of
enterprises investment problems was carried out in
thedomestic scientists-economists’ researches:
V.M. Khobta, A.M. Yastremska, V.M. Hrynova [5-7],
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Y.A. Blank, N.M. Huliaieva, A.A. Peresada,
Y.V. Danylenko, A.V. Haidutskyi, A. Muzychenko,
O.K. Drahan, V.H. Fedorenko and others.

But the assessment problem of the investment
efficiencyin stock market instruments is quite
complex, and existing methodological approaches do
not sufficiently take into account the realities of
economicglobalization.Therefore, research in this
field is continuing.

The aim of the articleisassessment of
investmentefficiencyin the UTLM "UKRTELECOM"
shares in the current conditions.

The main part

Theproper sharesselectionfor investing involves
preliminary analysis of theemitter company.The
ultimate goal ofsuch an analysis is to determine the
investment attractiveness degree of the analyzed
company.The accounting balance sheet figuresallow
an investor to answer the question of whether to
invest in its shares and what risk it may entail [8].
Tab. 1 shows the accounting balance sheet figures
dynamics for 2015-2017 by PJSC "Ukrtelecom",
which should be used in the analysis.

Table 1. The PJSC "Ukrtelecom"accounting balance sheet figuresdynamics

Indicator 2015 2016 2017
Current assets (UAH) 12 062 877 13 001 245 14 343 372
Non-current assets (UAH) 9 312 347 9 744 054 10 044 043
Fixed assets (UAH) 8983 451 8 839758 8 965 922
Reserves amount (UAH) 120 564 143 940 136 143
Accounts Receivable (UAH) 1323 393 1401 834 1 594 836
Amount of current liabilitiestUAH) (UAH) 2 295 526 2 729 547 3916 094
Equity (UAH) 8374773 9277207 8 866 891

Source: own elaborations

Fromthe tab. lit can be seenthat a number of
indicators show now growth, then a decrease, for
example, equity. The stockholders’ equitydetermines
the share capital dynamics, and the share capital is an
indicator of the company’s successfulwork. If there
are no additional issues of shares, then along with the
share capital growth, the profit per share increases.
The change in tendencies is due to the fact that today
the influence of both the negative (the situation

0,250

around the change of owner) and the positive factors
of the activity of PJSC "Ukrtelecom" has increased.
Therefore, the company has some problems, the risks
of investing in its shares fluctuate greatly.But the
gradual growth of current and non-current assets is a
positive sign.

Fig. 1 shows the daily prices graph of UTLM
shares for 2015-2017 at the close of trading, and in
tab. 2 — the result of stock.
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Fig. 1. UTLM SharePrice Graph
Source: own elaboration

The graphshows that the stock price trendwas
constantly changing, and in late 2017one can see a
slow growth. The positive dynamics of the EBITDA
indicator from tab. 2 shows that there is a demand for

Ukrtelecom securities on the UX market.Sharesare
attractive to investors, but the market price (UAH
0.25) contradicts the generally accepted profitability
of the purchase (the fair price is UAH 0.54).

Table 2.Ukrtelecomexchange activities result
Indicator 2010 2011 2012 2013 2014 2015
1 2 3 4 5 6 7

Revenue.min. UAH 6749.3 6767.47 6947.52 6433.15 6530.73 6394.76
Revenue from,% -1.77% 0.27% 2.66% -7.4% 1.52% 6.77%
EBITDA.min. UAH 1315.23 1654.99 16.95.84 1393.87 1391.91 1486.21
Profitability by EBITDA, % 19.49% 24.46% 24.41% 20.89% 21.31% 23.24%
Net profit. min. UAH -258.77 -136.59 366.8 84.73 238.08 444.72
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Continuation of the Table 2

1 2 3 4 5 6 7
Profitability, % -3.83% -2.02% 5.28% 1.32% 3.65% 6.95%
P/S 1.51 1.23 0.43 0.32 0.44 0.35
P/E -39.37 -60.75 8.17 24.31 11.96 5.05
EV/EBITDA 9.88 6.61 3.21 3.04 3.49 2.69
Source: own elaboration
The the multipliers meaning listed in the table is: with its EBITDA. Used to estimate the payback
— EBIDTA - Earnings Before Interest, Tax, period of an investment.

Depreciation, and Amortization;

— P/E = price/earnings ratio or price-to-earnings
ratio: a company’s share price in relation to its
profits;

— EV/EBITDA = embedded value/ EBIDTA. An
indicator that compares the value of an enterprise

When analyzing a company for the purpose of
investing in its shares, one analyzesthe ratios of
investment efficiency, which can be divided into two
groups: absolute and relative [1]. The key indicators
in the analysis are risk and profitability. The table
below shows the ratios classificationby different
groups: the indicator type and theestimate nature [8].

Table 3. The Indicators Classification

Ratios The indicator type Th'e nature of the assessment
Relative Absolute
Arithmetic average yield Profitability +
Standard deviation Risk +
Sharpe ratio Profitability/ Risk +
Treynor ratio Profitability/ Risk +
Beta Ratio Risk +
Alpha Jensen Ratio Profitability +
Modiliani Ratio Profitability/ Risk +

Source: own elaboration

Profitability is the most important investment
indicator (shares. bonds. futures. etc.). The relative
share profitability (as a percentage) at the moment
Time t is based on the following formula:

At A
R, =LNE—)*100- t=2,n, (1)
A
where i1 — is the asset price.respectively.at time t and
the previous moment t-1.is the number of days.

The Ukrtelecom (UTLM) share profitability
estimate was calculated based on daily stock price
data at the close of trading. The simplest way to
predict stock returns is to wuse mathematical
expectation.To estimate the future (expected) relative
price ratio r,.stocks use the arithmetic mean of past

returns R .In this case 1, = 10%.

UTLM sharerisk assessment.Theshare risk implies
its volatility o, (this interpretation was introduced by

G. Markowitz). That is, the more sensitive the quotes
change.the higher the sharerisk. In order to calculate

the risk, it is necessary to calculate the share
profitability standard deviation R, from the average
r,.we geto, = 11%.

Fig. 2 shows the UTLM share profitability graph.
One can see from the figure that volatility is clearly
time-dependent, i.e.high volatility periods alternate
with quieter periods when volatility is relatively
small. Such a combination of these properties is a
characteristic feature of the financial series. This
situation is called "volatility clustering" or
"heteroskedasticity effect" and indicates a high
probability of extreme values occurrence.

T
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Fig. 2.The UTLM share profitability graph
Source: own elaboration
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The next indicator.Sharp ratio —is the most
common stock market investment performance ratio,
introduced by the economist W. Sharp in 1966. This
ratio is used to analyze stocks, futures, investment
portfolios, strategies. Sharp ratio shows the relationof
return to investment risk. The formula for the Sharpe
ratio calculation is as follows [9]:

N A
Sharp ratio=

, )
GP

where r, — average share profitability
r, —average risk-free asset return
o, —standard share deviation (share risk).

Sharp ratio shows the relationof return on
investment to risk.The economic sense of the ratio is
that an investor needs to get a return higher than the
minimum level, otherwise the investment is
meaningless,so the share profitability and the risk-free
asset are compared.By the risk-free return on the
asset, in practice, take:

— profitability on the bank deposit of the most
reliable banks;

— profitability on government securities (e.g. bonds);

— the NBU key interest rate size.

Let’sconsider the Sharp ratioanalysisin more
detail. The table below provides the investments
analysis based on Sharp’s metric, depending on its
value.

Table 2. Investment efficiency assessmentby Sharp rati

Ratiovalue Efficiency assessment
Sharpratio>1 High degree of efficiency. investment
0<Sharpratio<1 The investing I‘lSk' level in this investment is higher than its profitability leve
investing is not rational
. Investment is not rational because the return level on an investment is less than the
Sharpratio<0 .
of return level on a risk-free asset

Source: own elaboration

For the average return on a risk-free asset,
let’stake the return rate onbonds ofRaiffeisen Bank
inUkraine, which is 12.7% per annum. Then the
average return on a risk-free asset is
r, =12,7/242 = 0.06% . This value corresponds to the
averageprofitability on bonds (12.7%) divided by the
number of trading days in the year (there were 200
trading days in 2015-2017).

Sharp ratiocomprises Sharpratio=0.09. That is,

according to the table we can conclude that the
investing risk level in this investment is higher than
the expected level profitability. Beta ratio — shows the
sensitivity of a stock’s return on the market’s
profitability (market index). This ratio is used both
individually and in the Capital Assets Price Model
(CAPM). The beta ratio reflects the systematic
investment risk.The formula for calculating the beta
ratio is following [9]:
cov(r,,1,,)

P b
m

€)

where: B —Beta ratio

r, —average share profitability

I,

- - average market profitability
6., — of market profitability dispersion

cov(r,,r, ) —covariance between share

profitabilityand market profitability.

For the market profitabilityr, one takes the stock
index profitability.Tab. 3 shows the investment
analysis in the stock market by B ratio. The higher the
indicator value, the higher the possible profitability,

but at the same time the risk is higher.The coefficient
sign reflects the direction of change in the investment
profitability. Positive value B indicates that changes
in market profitability and investment move in the
same direction, and negative — in the opposite
direction.

According to this datar, =0,13% . ¢ =7.84, a
,r,)= 0.071. The beta ratio for UTLM is B

=0.009, which indicates the low level of market risk
for this investment. Investor strategy is conservative.

cov(r,

Table 3. Investmentefficiency assessmentby Ratio 8

Ratio value Share risk level Investor strategy

p>1 PB<-1 High Agressive

B=1 B=-1 Moderate Passive
-1<p<1 Low Conservative

Source: own elaboration

Treynor ratio shows the relation of exceeding
investmentprofitabilityover its systematic risk.To

assess systematic risk.the market risk value is
used.which is calculated as the beta ratio. The beta
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ratio reflects the sensitivity of changes in investment 1, — average risk-free asset return;
profitability and market profitability (market index).
The Trainor metric is used by many investment
companies to rank thefinancial product management  formula (3).

quality.The calculation formula is following [9]. This indicator reflects the relationship between
theshare profitability excess and its market risk.The

, (4)  higherthis indicator value.the more effective the
» investment (tab.4).
where: r, — average share profitability;

B,— stock market risk.calculated by the

L, =T,

Treynor ratio=

Table 4. Investment efficiencyassessment byTreynor ratio

Ratio value Efficiency assessment
Treynor ratio>0 The higherthis indicator value the more effective the investment

If 1, <r,,a B,> 0, it means that investment is not advidable.
Treynor ratio<0 ) ) . .
Ifr,>r, ,a B, <0, it means that investment is efficient.

Source: own elaboration

The Treynor ratio comprises 0.13, that indicates Alpha Jensen and Modilianiratios are used to
that the investment market risk can be considered  evaluate the investment portfolios efficiency.
acceptable, i.e. investing in UTLMshares may seem
effective.

Abstract

Theinvestments efficiency assessment problem in stock market instruments is rather complicated, existing
methodological approaches do not adequately take into account the economicglobalization realities. Therefore,
research in this field is currently being continued.

Theratios efficiency calculation allows to allocate the most effective management strategies in the stock
market, or to revise and modify existing ones, as well as to minimize the investing risks in financial instruments.
PJSC "Ukrtelecom" operates with securities on the Ukrainian stock market (UX), which is regulated by the
securities management group. The company is an UTLM shares issuer. Therefore, the UTLM investment
efficiency evaluationis a very important task for a company.

The article is devoted to the assessment of investmentefficiency in the UTLM "UKRTELECOM". The
statistical data of the balance sheet and the prices of UTLM shares for the period 2015-2017 are used. The
articles analysis of the balance sheet was carried out on the basis of which the company’sinvestment
attractiveness was estimated. The company's sharesdynamics capital does not show stable growth; in this case,
the investment risks in its shares are greatly increasing. But the company has a gradually increasing assets
amount, so one can assume that it has a prospect of development

An analysis of the company’s stock exchange activity has also been carried out. The company’s activity in
Ukraine’sstock market in recent years is characterized by the positive dynamics of the EBITDA multiplier.This
indicates that the shareprice is slowly rising, so there is a demand for Ukrtelecom securities on the UX market.

Calculated and analyzed in terms of profitability and risk, the following efficiency ratios investment in
UTLM shares are: shares profitability and volatility, Sharp, Beta and Treynor ratios. It is shown that at this time
interval the investment risks are less than the shares yield. It was also found that there is a volatility clustering of
shares profitability, indicating the possibility of dramatic upturns.

That is, it can be stated thatefficiency cannot be calculated accurately, since it depends on the unknown
shares sale rate in future.At the same time, it makes sense to have a comprehensive analysis because it givesthe
opportunity to look at the same situation from different positions and choose the most appropriate actioncourse.

Crnincok Jitepatypn:

—_—

Yunpsim ©. Hlapn. [opaon Ix. Anekcanaep. JIxeddpu B. boitmu. Mueecturmu. — MTHOPA-M. 2007.

2.  Markowitz H. (1952). Portfolio Selection. in: The Journal of Finance. Vol. 7. No. 1. 77-91.

3. Samuelson P.A. Mathematics of speculative price / Mathematical topics in economic theory and
computation. Ed. By R.H. Day and S.M. Robinson. SIAM. Philadelphia. 1972. pp. 1-42.

4. Fama. E. Multifactor Portfolio Efficience and Multifactor Asset Pricing / E. Fama // J. Finance.

Quantitative Anal. 1996. Vol. 31. Jfe 4.

14



ISSN:2226-2172 N93(43), 2019 ECONOMICS: time realities

5. Xoobra B.M., Ilonora O.1O., Memkor A.B. // AkTuBizallis i mMiIBUIICHHS IHBECTUIIIHHUX MPOIIECIB HA
mianpuemcrBax. Monorpagis // HAH Ykpainu. Inctutyt exoHomiku npomucioBocti. MOH Ykpainu.
JouHTY. Honeupk. — 2005. — 343 c.

6. Scrpemcrka O.M. IHBecTHIIifiHA JisUTBHICTH TPOMHCIOBHX ITiIIPHEMCTB: METOIOIOTIYHI Ta METOANYHI
3acamu / Slctpemcbka O.M. — 2-re Bumanus. — X.: Bl « [HXKEK». 2010. — 488 c.

7. T'punboBa B.M. Ilpobnemu po3Butky iHBecthuiiiHoi aisuiibHocTi / B.M. I'punboBa, B.O. Korona,
T.I Jleneiiko, O.I1. Koroga. —Xapkis: B/l «IHXKEK». 2002. — 464 c.

8. Amamu3 Oyxraiarepckoro Oamanca // AsOyka Tpelimepa// WHTepHEeT-)XypHaN IS TpEHIEpoB u
HUHBECTOPOB [Onexmoponuwiti pecypc]. — Pexum nmocryna: https://www.azbukatreydera.ru/analiz-
buhgalterskogo-balansa.html#comment-3969.

9. Amngpuenko B.M., Baiiman M.B. Ouinka 3¢ ¢eKTHBHOCTH WHBECTHLUH Ha (OHIOBOMPBIHKE.
ExoHOMiYHaKiOepHETHKA: TeOpisl. MPAKTHKA Ta HAMPSIMKH PO3BUTKY: MaTepiaii HAYKOBO-TIPAKTHIHOI
koH(epenuii (Oneca. 28-29 nmucronana 2018 p.) — Onecca: OHITY. 2018. — C.12-14.

10. Xnanos M.1O. Ouenka 3ppeKkTHBHOCTH MHBECTHIINI. HHBECTHUIIMOHHOTO MOPTQENs. aKIMid Ha MPUMEpPE
B Excel [Onexmoponuwiii pecypc].— Pexum poctyna: http:/finzz.ru/ocenka-effektivnosti-investicij-
analiz-akcij-investicionnogo-portfelya-na-primere-v-excel.html.

References:

1. Sharp, William., Aleksander Gordon Dzh., Bejli Dzheffri V. (2007). Investments. Moscov: INFRA [in
Russian].

2. Markowitz, H. (1952). Portfolio Selection. The Journal of Finance, 7, 1, 77-91 [in English].

3. Samuelson, P.A., Day, R.H., Robinson, S.M. (1972). Mathematics of speculative price.Mathematical
topics in economic theory and computation. STAM Philadelphia, 1-42 [in English].

4. Fama, E. (1996).Multifactor Portfolio Efficience and Multifactor Asset Pricing. Finance. Quantitative
Anal. Vol. 31. Jfe 4 [in English].

5. Hobta, V.M., Popova, O.Yu., Myeshkov, A.V.(2005) Activation and increase of investment processes
at enterprises. Doneck: NAN Ukrayini. Institut ekonomiki promislovosti. MON Ukrayini [inUkrainian].

6. Yastremska, O.M.( 2010). Investment activity of industrial enterprises: methodological and methodical
principles. Harkiv:VD "INZhEK"[inUkrainian].

7. Grinova, V.M., Koyuda, V.O., Lepejko, T.I., & Koyuda, O.P. (2002). Problems of investment activity
development. Harkiv: VD "INZhEK" [in Ukrainian].

8. Analysis of the balance sheet. Azbuka trejdera. Internet-zhurnal dlya trejderov i investorov. Retrieved
from: https://www.azbukatreydera.ru/analiz-buhgalterskogo-balansa.html#comment-3969 [in Russian].

9. Andrienko, V.M.,&Vajpan, M.V. (2018). Estimation of the efficiency of investments in the stock
market. Ekonomichna kibernetika: teoriya, praktika ta napryamki rozvitku: materiali naukovo-
praktichnoyi konferenciy. ONPU, 12-14 [in Russian].

10. Zhdanov, [.Yu. (2017). Evaluation of the effectiveness of investment. Investment portfolio. Shares for

example in Excel. Finansovo-investitsionnyy blog Zhdanova Vasiliya i Zhdanova Ivana. Retrieved
from: http://finzz.ru/ocenka-effektivnosti-investicij-analiz-akcij-investicionnogo-portfelya-na-primere-
v-excel.html (18 July2019) [in Russian].

Hocunanns na cmammio:

Andrienko V. M. Assessment of investmentefficiency in the UTLM "UKRTELECOM" shares / V. M. Andrienko,
O. O. Sokolovska // Exonomika: peanii uacy. Hayxoeuii oscypnan. — 2019. — Ne 3 (43). — C. 10-15. — Peowcum
docmyny 0o JcypH..: https://economics.opu.ua/files/archive/2019/No3/10.pdf. DOI: 10.5281/zenodo.3548507.

Reference a Journal Article:

Andrienko V. M. Assessment of investmentefficiency in the UTLM "UKRTELECOM" shares / V. M. Andrienko,
O. O. Sokolovska // Economics: time realities. Scientific journal— 2019. — Ne 3 (43). — P. 10-15. — Retrieved from
https://economics.opu.ua/files/archive/2019/No3/10.pdf. DOI: 10.5281/zenodo.3548507.

@ @ This is an open access journal and all published articles are licensed under aCreative Commons "Attribution" 4.0.
[N\N—"____Bv |

15



