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The article reveals the content of the concept of
investment decisions, complexity of its adoption and
implementation in conditions of uncertainty. Characteristic
Jeatures are identified and key investment risk factors
are described. A group of qualitative methods for quality
analysis of the investment decision risk is studied in detail,
and finally, the pros and cons of their use are revealed.

Making investment decisions is complicated by various factors: investment ac-
tivity type, investment project cost, variety of alternative areas for investment
activities, limitation of available funding resources, risk associated with making
this or that investment decision. The relevance of this area of research has been
determined by the ever-increasing importance of risk management system and ef-
fective risk assessment mechanisms for investment decisions.

Various scientists and researchers give their own definition of investment risk.
On the basis of this definition they determine the methods of its evaluation as well
as ways and means to prevent and reduce it.

The following scientists dedicated their works to investment decision making:
K. V. Baldin, S. B. Barnes, B. T. Kuznetsov, V. A. Sergeev, M. A. Eskindarov, etc.
It is also necessary to identify scientists who engaged in researches in the field of
identification and assessment of investment decision risks, such as, I. A. Blank,
V. V. Bocharov, V. Behrens, S. B. Borne, G. Birman, Z. Bodie, F. Brigham Yugi,
J. K. Van Horn, L. Gapensky, G. Dithelm, P. I. Havranek, R. N. Holt, W. E. Sharp,
S. Schmidt.

The purpose of this article is to analyze the process of making and implemen-
ting an investment decision, investigate risk factors in the investment process and
identify such methods of qualitative analysis of investment risk that will serve as
the basis for its effective quantitative assessment.

Investment decisions are decisions of investors to achieve various goals of ob-
taining future benefits from acquisition or creation of investment objects. The ba-
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sis of investment decisions are always processes of determining the goals of inves-
tors, design of the investment climate and conditions for project implementation,
as well as justification of possible benefits. Investment decisions are always due to
two factors — time and risk, since the moment of obtaining investing benefits is
postponed in time from the moment of making investment decisions, and benefits
are not guaranteed.

Each investment decision is preceded by an investment proposal, previously
analyzed and based on the actual researches conducted [4, 250—258].

Thus, any investment decision should be based on the assessment of:

* Investment advisability;

* Size of investments required;

* Own financial position;

* Risk level;

 Investment risk management methods;

* Return on investment.

When making management decisions in the field of investment, all enterpri-
ses face such a problem as market situation uncertainty. Planning and predicting
investment activities, a company tries to reduce market uncertainty, seeking to
reduce it to full certainty. Prospective scenarios related to the specifics of legal
regulation, the size and development of new technologies, the scale of activities,
changes in the production structure as a result of its adaptation to the demand
structure, changes in the price level, changes in macro parameters of the economic
environment, etc. are generated, then the effectiveness of the investment project
on the implemented hypothetical scenario is analyzed.

When assessing the effectiveness of investment decisions, two sides are always
considered — profitability and risk level of the investment project. Any invest-
ment of funds in this or that degree contains an element of risk, which is called an
investment risk. This risk can be described as the risk of total or partial loss of in-
vested funds or the risk of non-receipt of expected incomes. The investor's desire
to take a more significant risk indicates an expectation from this investment more
income, which in its own way is an incentive motive for investments [2, 9—77].

It is difficult to imagine investment activities without risks. However, this
fact cannot be taken at face value. No effective investment decision can be made
without a detailed analysis of the project potential riskiness. Under otherwise
equal conditions, the investor will always select a project with a lower expected
risk level.

Investment risk in a broad sense means the probability of short-receipt of the
planned profit during implementation of the investment project. The risk object
in this case are the investor's property interests.

In other words, investment risk means the probability of deviation of the ac-
tual income from an investment project implementation from the expected one. In
addition, the investment project risk means the possibility of changing the condi-
tions of project implementation, affecting its performance figures.

The following characteristics of investment risks can be distinguished:

* probability of occurrence;
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* uncertainty of impact on the economic performance of an enterprise (possi-
bility of occurrence of results different from predicted ones — both positive
and negative);

* occurrence in the process of activity implementation (when implementing
an investment project from the moment the task is set and till the moment
of controlling it, investment risk factors appear);

* fluctuating nature of the risk level (as a result of influence of factors accom-
panying investment activities, the risk level can either increase or decrease).

As a result of classification by sources of occurrence, two groups of investment
risks can be distinguished:

1) investment risks caused by external (exogenous) factors;

2) investment risks caused by internal (endogenous) factors.

External risks are investment risks associated with external (exogenous) fac-
tors, i.e. factors associated with the external social and economic system, and ha-
ving a constant impact on investments. These are unforeseen and unpredictable
risks: risk of interest rates increase, and changes in the laws, risks associated with
currency exchange (may occur when investing in foreign assets), risks due to po-
litical processes in the country, changes in market conditions in which invest-
ments are made, sanctions.

Internal risks are risks caused by the enterprise internal factors: technical and
production failures, accidents in the business process, change in the enterprise de-
velopment strategy, errors in formation of an investment project team, differences
in views among project participants, unreliability of information on a financial
component of the project [1, 285—-289].

There are such types of risks of investment decisions that the investor is wil-
ling to take due to their inevitability, basing his/her choice on the following clas-
sification of their level:

 acceptable level (does not exceed the amount of profit for a specific invest-
ment operation)

« critical level (does not exceed the amount of gross income for a specific in-
vestment operation)

« catastrophic level (loss of a substantial part of own equity).

In order to suggest methods for risk reduction or to minimize adverse effects
associated with it, it is necessary to identify the relevant factors and evaluate their
significance. Determining the degree of probability of occurrence of risk and the
amount of possible financial losses upon the occurrence of a risk event is called
risk analysis of investment decisions. The objective of this analysis is to substanti-
ate a decision on expediency of investment and preparation of measures to protect
against all possible financial losses.

Risk analysis can be divided into two complementary types: qualitative and
quantitative.

The main task of qualitative analysis is to identify risk factors, stages and
works, during which the risk arises, in other words, to identify potential risk zones
and identify all possible risks that may have a significant impact on the invest-
ment project deliverable. The advantage of this method is that at the initial stage
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of analysis it is already possible to visually assess the degree of riskiness of the
investment decision.

The analyzing process of investment risks includes the following steps:

* identification of risks associated with a specific investment project;

 identification of sources and causes of an investment risk;

* identification of external and internal factors affecting the size of a particu-
lar risk type;

* identification of composition of the required informative indicators for risk
analysis;

* analysis of identified investment risk factors;

¢ selection of methods for qualitative assessment of investment risks;

» assessment of overall risk level;

« prediction of negative consequences from impact of identified risks;

* development of specific measures aimed at minimization of risks identified.

Among qualitative methods of investment risk assessment, the following are
most often used:

1. expert assessment method,;

2. analysis of cost relevance;

3. analogue method.

In qualitative assessment of risk level, the expert assessment method, which
has a high accuracy of measurement, is most often used. This method consists in
sampling of a group of potential risks, sampling of experts who are able to ana-
lyze and assess these risks, assessment by each expert of the likelihood of occur-
rence of each individual risk on a special scale. The expert assessment method
includes a set of logical and mathematical statistical methods used for risk as-
sessment:

 Interview method, scenario method is a set of issues related to various risk
categories.

* SWOT-analysis is a method of analysis, which consists in identifying the
factors of the internal and external environment of an organization and di-
viding them into four categories: strengths, weaknesses, as well as opportu-
nities from strengths and threats from weaknesses.

* Risk rose and spiral is risk ranking based on qualitative risk factor assess-
ments.

* Delphi method is a comprehensive assessment method based on surveys,
interviews of various experts and consolidation of results. It is characte-
rized by the anonymity of experts, that makes it impossible for experts to
influence the assessment results, eliminates collective agreement or leader
dominance.

The reliability of estimates obtained by expert methods depends on the level of
expert qualification, independence of their judgments, as well as on the informa-
tion and methodological support for examination. The coefficient of concordance
(consistency) is one of measures of reliability of expert opinions.

The main problem that arises when using the expert assessment method is re-
lated to accuracy and objectivity of results obtained. Such factors as poor selec-

99



tion of experts, possibility of group discussion, prevalence of any opinion, etc. can
have an influence on it [5, 406—410)].

The analysis of appropriateness of expenses is used by investors to minimize
the extent of potential damage by dividing the investment project into certain
stages of implementation, where each of stages will contain a list of necessary ex-
penses for its implementation. This allows investors to invest their investment
capital in stages and partially, and in case of prerequisites to increase in the level
of investment risks, the investor can withdraw from the project than will protect
the investor from large losses.

The starting point for analyzing the appropriateness of expenses is suggestion
that over expenditure may be caused by one or more of the following factors:

* change of design boundaries due to unforeseen circumstances;

 underestimation of the project cost wholly or of its individual stages and

components;

* increase in the project cost in comparison with the initial cost due to the

impact of inflation or changes in tax laws.

* increase in the project cost in comparison with the initial cost due to the

impact of inflation or changes in tax laws.

In the process of analyzing the appropriateness of expenses, details of these
factors must be considered, a possible list of expense increase is made for each of
alternative project options. The very process of financial investments is divided
into stages related to the project implementation phases. This takes into account
all relevant information on the project, coming in as it is developed. Namely, the
gradual allocation of funds will allow the investor, at the first signs of increase in
the risk of investments, to stop financing the project or start search for measures
to reduce expenses.

The analogue method is also common for conduct of qualitative assessment of
an investment risk. Its essence lies in the analysis of all available data on similar
risky projects, study of consequences of impact of adverse factors on them in order
to determine a potential risk in implementation of a new project. The source of
information can be databases on risky projects, reliability ratings of project, con-
tract, investment and other companies, analysis of trends in market conditions,
etc.

The main difficulty in using this method is correct selection of an analogue,
since there are no formal criteria that allow to establish the degree of similarity
of situations. The second difficulty is formulation of a prerequisite for analysis, a
complete and realistic set of possible project failure scenarios, since the majority
of such situations are qualitatively different. It is also very difficult to assess the
degree of accuracy with which the risk level of a similar project can be taken as the
risk under consideration [3, 7133-738].

This demonstrates that qualitative analysis methods are more suitable for de-
scribing and characterizing possible risk situations than for obtaining of quantita-
tive and cost estimates of the investment project risk.

We can distinguish the main results of the qualitative assessment of the risk
level of investment decisions:
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* identification of real risks of the project and its causes;

« analysis of consequences in case of realization of identified risks;

* development of measures to minimize damage.

The results of qualitative assessment often serve as background information
for quantitative assessment of the risk level. The main task of qualitative analysis
of investment decisions is to identify all types of risks of the project under inves-
tigation, to identify and describe the factors of sources affecting this or that type
of investment risk. A qualitative analysis describes a probable damage, its cost
estimate, as well as a list of measures to reduce or prevent risk (hedging, risk in-
surance, diversification, creation of reserves, etc.). Thus, the qualitative analysis
of an investment decision that does not allow to determine the numerical value of
risk is the basis for further researches using quantitative analysis methods based
on mathematical statistics and probability theory.
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Dewenxo 0. J., Axumosa 0. M. Axicnuii ananisz pusuxy ineéecmuuiii-
H020 piweHHs.

Poskpusaemuvcs amicm nowsmms iH6ecmuuiliinozo piuenis, cKiaoHicms 14ozo
NPULIHAMMS MA Peani3ayii 8 yMosax HesusHavenocmi. Busenrsomvcs xapaxmep-
Hi 03HAKU 1 ONUCYIOMbCSL OCHOBHI (haxmopu iHeecmuyitinozo pusuxy. /lemanvio
00CHIONHCYEMBCSL 2pyna Memooie SKICH020 AHANISY PUSUKY THEECTNUUTIHOZ0 PiueH-
Hst. Hanpuxinyi cmammi po3kpusaromucsi niocu i MiHycu ix 3acmocy8ansi.

Mema cmammi — npoananizysamu npovec nputiHsmms ma peanisauii im-
BeCMuUUiii020 piutenis, OOCAIOUMU Paxmopu pusuxy 6 npoueci ineecmyeanis i
BUSBUMIU MAKI MemMOOU SKICHO20 AHANI3Y THEECTNUUTIHOZ0 PUSUKY, SKI CIAHYMb
643010 01151 ehexmuUBHO20 KINKICHO20 OUIHIOBAHHS.

OCKinbKU MOMEHM OMPUMAHHSA Nepesaz 6i0 THEeCTMUUTUHUX PiuleHb 6I0CyHY -
MUl Y 4aci 610 MoMeHmy NPUIHIMMSL pilenv i 6uz00U He 2apanmosari, mo ingec-
UYL Pillents 3a61c0U SYMOBLEHT (PaAKMOPOM UACY | PUSUKOM.

IInanyrouu i npozno3youu ineecmuyiiny OisibHicms, Ha NIONPUEMCME HAMA-
2Q10MbCSA SHUSUMU PUHKOBY HEBUSHAYEHICNb, HAMAZAIOUUCH 36eCmu il 00 NoeHOT
susnauenocmi. Ipu ouinyi epexmusnocmi ineecmuyitinux piwens 3asicou pos-
2120a10MmbCsi 061 CMOPOHU — NPUOYMKOBICMb MA Pides PUSUKY THECCMULITIHO20
npoexmy.

Tneecmuyitinuti pusux — ue UMOBIPHICMY BIOXUNEHHA PAKMUUHLOZ0 IHEECTU-
UliiH020 00X00Y 610 0UIKYBAH020. A MAKONC PUSUK THEECMULILIIO0Z0 NPOEKMY — Ue
MOJNCAUBICMB 3MIH YMOB Peani3ayii npoexmy, wo 6NaUBAe Ha 1020 NOKA3HUKU.
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Axuwo knacugixyeamu 3a Oxceperami GUHUKHEHHS, MONCHA UOLIUMU 061 2pY -
NU THBECMUUTUHUX PUSUKIB:

1) suxnuxani 308HiWHIMU (eK302eHHUMUL) pakmopamu;

2) euxauxani enympiwnimu (endozennumu) paxmopami.

Busnauenns cmynens iMogipHocmi UHUKHENHS. PUSUKY T 00CSA2Y MONCTUCUX
Qinancosux smpam npu HACManHi pUSUK060i NIl HA3UBAETNLCS AHANIZ0M PUSU-
K18 IHBECTMUUILIHUX DIlUEHD.

Ceped sxicuux memodie OuinKu THEeCMUUIINH020 PUSUKY HATlMACMille BUKO-
PUCMOBYIOMBCS HACMYNHI:

1) Memoo excnepmmuux ouinok;

2) ananis dopeunocmi eumpam;

3) Memoo ananoziil.

Budinsioms maxi ocnoemi pesyivmamu Sxkichoi OuiHKU PieHs PUSUKY iHeecmiL-
UILTHUX PllleHD:

* GU3HAUEHHS PEeANbHUX PUSUKIE NPoeKmyY 1 1020 NPUUUH,

* ananis HAcIioKIe NPu Peanisauii GUACIeHUX PUSUKIE;

* po3pobiens 3ax00ie 3 MiHiMizauii 36UMKY (PUSUKY ).

I3 nasedenozo suniusae, wo memoou SKICHO20 aAHANI3Y NIOX00AMb GLILULOIO
MipOI0 OISt ONUCY MONCTUBUX PUSUKOBUX CUMYAYTT, HINC ONLsl OMPUMANHS OLIbUL-
MeHW MOYHOL OUIHKU PUSUKY THBECTNULITIHOZ0 NPOEKMY.

Pesyrvmamu SxicHoi ouiHKu 4acmo CAyicamsv euxiono ingopmayicro ons
30iticnenns xinvxicnoi ouinku piens pusuxy. lonosne sasdanns axicnozo nioxody
NoNs2A€ Y GUABACHIT MaA I0eHmupikayii MONCIUBUX BUAIE PUSUKIS Ub020 NPOCKMY,
a MaxoNC Yy GUSHAYEHHT MaA ONUCT 0AHCePeL T YUHHUKIG, WO GNAUBAIOMb HA OAHULL
6UO PUUKY.

Kpim mozo, sixicnuil ananis nepedbauae onuc MOo*CAusUx 36umxis, ix sapmic-
HOT oyinKY i 3ax00i6 31 3HUNCeHH AO0 3anobizanms PuUsuKy (cmeopenms pesepeis,
CIPAXYEanHs PUsuKie, ousepcugixayis i m. in.). Axicnuil nioxio, axuil 003601umo
BUSHAYUMU YUCETLHY BETUUUNY DUSUKY THEECTUUILH020 NPOEKMY, € 0CHOB0I0 O/is
nposedents noOaIbUUxX O0CAIONCEHb 3a O0NOMO2010 KIbKICHUX Memo0is, SKi 6u-
KOPUCMOBYOMb MAMEMAMUYHUL ANAPam meopii iMOGIPHOCMI I MAMEMAMUUHOL
CMamucmuxu.
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