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This article assesses the impact of various types
of investments, such as direct, portfolio and oth-
ers, on the economic well-being of the Baltic
countries in the period 1999-2019 using various
approaches to assessing financial stability. This
study shows that foreign investment occupies a
significant place in Estonia, Latvia and Lithuania.
It should be noted that the analysis of financial
stability has shown that these countries depend
on the inflow of investment into the country. This
is confirmed by the fact that countries have a
negative international investment position and
are net borrowers in relation to the world. Using
different approaches to assessing financial sta-
bility, a vector autoregression was constructed,
which proves that in countries there is a relation-
ship between external public debt and different
types of investment. This work also shows the
impact of different investment flows on public
debt and investment coverage ratios exported
from the Baltic States over the period under
review. The investment coverage ratio showed
that most investments are covered in Estonia
and the smallest in Latvia.
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B cmambe oyeHusaemcs gausiHue pasiuyHbIX
muros uHsecmuyul, Makux Kax rpsimbie, mopm-
pe/ibHble U Opyaue, Ha 3KOHoOMUYeckoe 6/1a2o0-

cocmosiHue cmpaH banmuu 8 nepuod 1999-
2019 20008. 3mo uccsiedosaHue 103so/Isiem
omMemUMb, YMO UHOCMPaHHbIEe UHBECMUYUU
3aHUMarom 3Ha4yumesibHoe Mecmo 8 SCMOHUU,
Jlamsuu u /lumse. Criedyem ommemums, 4mo,
fpoaHa/u3upoBas  (hUHaHCOBYO ~ CMabu/lb-
HOCMb, BbI/10 I0KA3aHOo, YMO 3MU CMpaHb! 3a8U-
cAm om npumoka uHsecmuyuti 8 cmpaHy. 3mo
rnoomsepxoaemcsi mem ¢hakimom, Ymo cmpaHb|
UMerm HeaamusHyto MeX0yHapOOHyH UHBe-
CMUYUOHHYO MO3UYUI0 U SIB/ISIFOMCST YUCMbIMU
3aeMuwjuKkamu 1o OMHOWEHUIO KO BCeMy MUpY.
C MoMOWpb paz/iudHbIX MOOX0008 K OUEHKe
¢huHaHcosol ycmoutyusocmu bblia nocmpoeHa
BEKMOpPHasi asmopezpeccusi, Komopas Ooka-
3blBaEM, YMO B8 CMpPaHax cywecmsyem s3au-
MOCBS3b MEX0y BHEWHUM 20CYdapCmBeHHbIM
00/120M U pa3iuyHbIMU BuOGamMu UHBecmuyud.
Paboma makxe rokasbisaem s/usiHUe pasauy-
HbIX UHBECMUYUOHHbIX [OMOKO8 Ha 20cydap-
CcmBeHHbIl dosie U KoaghghuyueHmMb! MoKpLIMUS
uHBecmuyuti, KOmopble 3KCoPMUPOBA/IUCH U3
cmpaH baimuu 3a Becb paccmampusaembil
nepuod. KoaghghuyueHm nokpbImusi UHBecmu-
yul nokasas, 4mo 60/bwasi Yacms UHBECMU-
yuli nokpbisaemcsi 8 SCMOHUU, & HaUMEHb-
was — 8 /lamsuu.

KnioueBble cnoBa: sHewHul Aoz, Mexoy-
HapoOHasi UHBECMUUUOHHas! o3uyusi, 6oxo0
0m UHOCMpaHHkIX uHBecmuyuli, 8as10800 BHY-
mpeHHul Mpodykm.

Y yili cmammi oyiHreEMbCS B/IUB Pi3HUX BUAIB iHBECMUYIL, Makux siK npsiMi, MopmebesibHi ma iHWi, Ha ekoHoMiYHUL 006po6ym kpaiH Bamii 8 nepiod
1999-2019 pokis. Li kpaiHu 6ynu obpaHi 07151 aHasi3y, OCKiNIbKU BOHU € MPUKIadoM 07151 iHWUX MoCmpadsiHCbKUX KpaiH, siki 8 0aHUll Yac € 4ieHamu €8po-
relicbko2o Coto3y, BOOCKOHaBWU 2pOLWOBO-KPeOUMHY NoIMUKY, @ Makox nposesiu pechopmu, Wo Cripusitomes po38UMKY HeecmuyitiHo2o kiiMamy. Lie
9ocriideHHs1 00380/15IE BIO3HaYUMU, WO iHO3eMHI iHBecmuyjii mocidatome 3HauHe micye 8 Ecmowii, /lamsii ma J/lumsi. Cnid 3a3Ha4yumu, wo, fpoaHasisy-
BasWU ¢hiHaHcoBY cmabiyibHicmb, 6y/10 rnokasaHo, Wo Yi KpaiHu 3a1exams 8i0 npur/iusy iHsecmuuil 8 KpaiHy. Lje niomsepoxyembcsi mum (hakmom, Wo
KpaiHu Maromb He2amusHy MiXHapOoOHy iHBeCMUYItHY MO3UYI0 | € YUCMUMU 1103uYa/IbHUKaMU 10 BIOHOWEHHI0 00 BCbO20 CBIMY. 3a 00MOMO20I0 PI3HUX
nioxo0is 00 oYiHKU thiHaHcoBoi cmabiibHocmi byna nobydosaHa BEKMOPHa aBmope2pecisi, Kompa 00800UMb, WO B KpaiHax iCHye B3aEMO3B'I30K MK
308HIWHIM OepasHUM 60p20M ma pi3HUMU BuOamu iHeecmuyit. Poboma makox rokasye Br/us pisHUX IHBeCMUYIUHUX MOMOKI8 Ha depxasHull 6ope
ma koegbiyieHmu nokpummsl iHsecmuuyitl, siKi ekcriopmysasuck 3 KpaiH baimii 3a seck posesisiHymull nepiod. KoegbiyieHm nokpummst iHsecmuyiti noka-
3a8, Wo binbwa YacmuHa iHsecmuyiti Mokpusaemscs 8 EcmoHii, a HalimeHwa — 8 /lamsii. KpaiHu Hasiexamp 00 2pynu kpaiH 3 HU3bKOK cmilikicmto 0o
(biHaHCOBUX MOMPSICIHB, MaKUX sIK KpU3U, MoMy rosiimuka rnosuHHa 6ymu cripsiMosaHa Ha CmsopeHHs1 "odywoK 6esnexu” 07151 kpaiH, a came pesepsis.
Baxs1ugo 3a3Haqyumu, wo 8 ECmoHii 0o iHO3eMHUX IHBeCMOopig CMag/IsimbCsl mak camo, ik 00 BHYMpILWHIX iHBecmopis, a cybcudii €gponeticbko2o Corosy,
Haripuk/iad, 00HaKoBo 00CMYIHI sIK IHO3EMHUM, Mak i BIMYU3HSHUM KOMMaHisiM. BueioHe ma cripusim/iuse 07151 6isHecy cepedosulle ECmoHii 3as1y4usio
BEJIUKY Ki/lbKiCmb IHO3EMHUX IHBECMOpIB Ma Be/IUKUX KOMaHiU. B ECmOHIi 8UCOKI 0X00U MPUHOCSIMBb iHBecmuyjii'y 8Upo6HUYUl ma thiHaHcosuUl cekmopu.
Ll{o cmocyembcsi Slamsii, iHsecmuuyii'y ghiHaHcosuli cekmop, ormosy ma po30pibHy mopeis/ito € HallBu2iOHiLLUMU, a@ BUPOBHUHUL CeKMOop Ha 0CMaHHLOMY
micyi.He maso saxiusum € me, wo 8 /lamsii, /Tumsi ma EcmoHii Heo6XiOHO MpoBecmuU MOOEPHI3ayit0 MPOMUC/IOBO20 KOMIT/IEKCY 07151 Mo20, Wob cmamu
EKCIIopMOOpPIEHMOBAHOI KpaiHOK, MakuM YUHOM, BOHU 3MOXYMb cmamu rposioHUMU kpaiHamu 8 €sporielicbkoMy Coto3i 3 excriopmy. Crid 3a3Haqyumu,
Wo BU2IOHe 2eozpachiyHe po3maulysaHHsi make siK HasiBHICmb Mopmis i 6au3bKicmb 00 KpaiH €8poru 00rnoMoXyms rpuckopumu yel npoyec.

KntouoBi cnoBa: 308HiWHill 6ope, MixxHapoOHa iHsecmuyitiHa rno3uyisi, 0oxio si0 iIHO3eMHUX iHBecmuyill, 8as108uli BHyMpILUHIL Mpodykm.

Introduction. The development of investment
relations between different countries of the world
tends to constant changes and has corresponding
accompanying factors that can both positively and
negatively affect the country’s economy. Economic
and investment positions of countries. Regarding
the positive factors contributing to the development
of technological structure in the country, moderniza-
tion of production, improvement of export positions of
countries, increase in the number of jobs. In the mod-
ern world, an important role is played by the inflow
and outflow of direct investment.

The investments affect absolutely all spheres of
economy and the possibility of growth of economic
productivity of the country. It is important to note that
they affect the employment and income of the pop-
ulation. For example, suppose that investment in
agricultural production is reduced, thus decreased
incomes and increasing the unemployment of the
environment for agricultural workers. This can lead
to lower demand for goods and services produced in
other areas.

This article examines the impact of various forms
of investment inflows such as direct, portfolio and

33




IHOPACTPYKTYPA PUHKY

other investments on investment income and exter-
nal debt liabilities among countries such as Estonia,
Latvia and Lithuania. These countries were chosen
for analysis because they are a good example for
other post-Soviet countries, which are currently mem-
bers of the European Union and have been able to
improve their monetary policy, as well as carry out
reforms that contribute to the development of the
investment climate.

Literature review. An article by Yakubovsky,
Rodionova, Derkach investigated the impact of foreign
investment on the formation of foreign economic posi-
tions of nine countries with emerging market econo-
mies in Central and Eastern Europe. The construction
of vector autoregression models and the implementa-
tion of the Granger causality tests show the negative
impact of income on foreign investment on the forma-
tion of external debt. Countries are grouped according
to the degree of their dependence on external financ-
ing based on an analysis of the coverage ratio of for-
eign investments, which is calculated as the share of
direct foreign, portfolio and other investment income
repatriated by investors in foreign capital [1].

In Ari Coco’s article, data on the impact of foreign
direct investment in the host country were exam-
ined. The focus of the discussion was on technology
transfer and dissemination from other countries. The
preliminary conclusion of the study is that FDI can
contribute to economic development, contributing to
increased productivity and exports in the host coun-
tries. However, the exact nature of the relationship
between foreign multinationals and the host economy
varies between industries and countries. It has been
argued that characteristics such as the host coun-
try’s industry and political environment are important
determinants of FDI [2].

Rodionova T. A. introduced an indicator of the share
of total income exported by foreign investors in the cor-
responding cumulative receipts of the financial account,
which helps to assess the percentage of the payment of
investment income for various types of investments that
exceeds the received investments [3].

Hypotheses, methodology and data. For each
country, it is important to control what can affect the
increase in external public debt. In these studies, var-
ious types of investments that may have mutual cau-
sality or one-sided causality with external debt were
considered. In order to find out the mutual causality
between the external public debt and the income of
direct, portfolio and other investments of Estonia,
Latvia and Lithuania, the Granger test is evaluated:

P P
Inc, =a., +Zﬁ2iEDH + ZYZ,-/”CH +ey =
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where ED — external debt, Inc. — income for each
type of investment (direct, portfolio, other) and term of
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error; o permanent member; 8 and y denote the coef-
ficients to be estimated, p is the selected order of lag.
The null hypothesis of Granger causality from Inc to ED
and from ED to Inc are 31, = 0 and y» = 0, respectively.

To construct a vector autoregression for the Baltic
States — Latvia, Lithuania, Estonia, the following indi-
cators were taken: where external debt is FDI income,
direct investment, portfolio income, other income.

The data were taken from 1999-2019 according
to the information obtained from the statistics of the
World Bank and balance of payments from the base
of the International Monetary Fund. This test will pro-
vide a more accurate analysis of the inflow of invest-
ment in countries and the impact on the growth of
external debt.

For each country, it is also important to analyze
what may affect the increase in public debt. In these
studies, by analogy with external debt, various types
of investments were considered that may have mutual
causality or one-sided causality with public debt. To
find out the mutual causal relationship between public
debt and direct, portfolio and other investment income
from Estonia, Latvia and Lithuania, the Granger test
is evaluated by the formula:

Inc, =a, +Zp:ﬁ2iGDH. + iﬁ’z;lnqq +&, =

i=1 i=1

p P
=a,; + Zﬁlilncr—i + ZYMGDH &y, (2)
i1 i-1

where GD — government debt, Inc. — income for
each type of investment (direct, portfolio, other) and
term of error; o — permanent member; 8 and y denote
the coefficients to be estimated, p — the selected
order of lag. The null hypothesis of the Granger
causality from Inc to GD and from GD to Inc are
B =0 and y» = 0, respectively.

To build vector autoregression for the Baltic
countries — Latvia, Lithuania, Estonia — the follow-
ing indicators were taken: government debt, foreign
direct investment income, direct investment, port-
folio income, other income. Data were taken from
1999-2019 according to the information obtained
from the statistics of the World Bank and the bal-
ance of payments from the base of the International
Monetary Fund. This test will provide a more accurate
analysis of the influx of investment in countries and
the impact on the growth of government debt.

Also, the coverage ratio of investments was calcu-
lated in the work, this ratio means the share of total
income exported by foreign investors in the corre-
sponding cumulative financial account receipts:

oo ©)
xl,

Where Cover is the coverage ratio of foreign
investments of type x (FDI, portfolio or other invest-
ments) for the period 1999-2019.

This coefficient is important because it reflects
how stable the country’s economy is. If the profitability

Cover =
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ratios are too high, this may indicate that financial
shocks are occurring in the country.

Result. There is a following approach to assess-
ing financial soundness based on a net investment
position. If the ratio of net investment position to GDP
is less than 36%, then these countries can be consid-
ered as countries with high level of financial resilience
to different financial crises. There is another approach
based on the value of external debt instruments and
securities to GDP. If the external debt value ratio is
less than 48%, countries may be considered finan-
cially resilient to financial turmoil (Table 1).

Therefore, based on Table 1 and using the first
approach, which estimates the ratio of net international
investment position to GDP, in the time period 2000,
2009, 2019, the Baltic countries have a strong depend-
ence on foreign capital. According to the data, the larg-
est dependence on foreign capital is observed in 2009,
in Estonia (-811%), in Latvia (-894%), in Lithuania
(-639%), this trend is observed due to the global finan-
cial crisis, so period of time countries needed external
financing. Already by 2019, the positions in the coun-
tries have improved and relative to the Baltic countries,
in Estonia, the economy is with a low degree of finan-
cial stability, but compared with Latvia and Lithuania
is less dependent on foreign financing (-198%), when
this indicator in Latvia is (- 432%).

Using the second approach, which estimates the
value of external debt instruments and securities rel-
ative to GDP, it should be noted here that the Baltic
countries in 2000, 2009 2019 had a ratio of the value
of external debt instruments and securities in excess
of 80%, are countries with a high level of depend-
ence on external financing. However, it should be
noted that this approach to assessing the stability of
national financial systems does not take into account
the possibility of rapid devaluation of national curren-
cies, which in the short term can significantly reduce
the value of GDP in foreign currency, which will entail
an increase in the ratio of the value of foreign debt
instruments and securities GDP.

The conducted Granger causality test provides an
opportunity for a more reliable analysis of the impact of
capital inflows on the development of the economies
of the studied countries. The correlation between the
income from direct, portfolio, other investments and
the growth of the external debt of Estonia, Latvia and
Lithuania is presented in Table 2.

According to the Granger causality test, then for
Lithuania’s revenues from direct investment and port-
folio investment have a greater impact, which influ-
ences the change in external public debt. All other vari-
ables are independent of each other. For Latvia during
1999-2019, the increase in the country’s external

Table 1

Macroeconomic imbalances, in % GDP

Country Net International Investment Position External debt instruments and securities
2000 2009 2019 2000 2009 2019
Latvia -238 -894 -432 116 145 115
Lithuania -317 -639 -297 92,4 87 78
Estonia -487 -811 -198 110 99 73
Source: the ECB (2020), the IMF (2020), the World Bank (2020). [4-6]
Table 2
Granger causality test for external debt growth and all types of investment income flows
Country Indicators Lags
External debt FDI income Portfolio income Other income
External debt 0.77 (0.94) 2,38 (0.12) 0,51 (0.77)
Lithuania FDI income 21.43 (0.00)2
Portfolio income 3.5 (0.06)?
Other income 2.65 (0.26)
External debt FDI income Portfolio income Other income
External debt 5.35 (0.37) 0.68 (0.98) 0.25 (0.87)
Latvia FDI income 95.07 (0.0000)?
Portfolio income 18.04 (0.0029)
Other income 11.96 (0.0025)
External debt FDI income Portfolio income Other income
External debt 5.78 (0.05)2 3.77 (0.15) 8.59 (0.01)2
Estonia FDI income 13.50 (0.00)?
Portfolio income 6.60 (0.03)
Other income 6.52 (0.03)?

Note: ED denotes external debt growth. Behind the country name the sample range is listed in parentheses. The numbers in the
parentheses beside the Wald statistics are the P-values: a, b, c represent the 1%, 5%, and 10% significance levels, respectively.
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debt was influenced by such indicators as direct, port-
folio and other incomes, but the external debt did not
affect them. For Estonia during 1999-2019, there is
mutual causality between direct income and external
debt, which means that they affect each other. The
same trend is observed in other income and external
debt, namely mutual causality and they affect each
other. Portfolio investment is one-sided and contrib-
utes to an increase in external debt.

The Granger causality test provides an opportunity
for a more reliable analysis of the country’s influence
on economic development. The ratio between income
and direct investment and the growth of government
debt of Estonia, Latvia and Lithuania in Table 3.

According to the Granger causality test, for
Estonia, direct investment income is more influen-
tial, which affects the change in government debt, all
types of investments are independent of each other.
However, it is important to note that changes in gov-
ernment debt affect direct, portfolio and other invest-
ments. For Latvia during 1999-2019, the increase
or decrease in government debt was not affected
by investments, and also public debt did not have
an impact on changes in these values. This trend is
justified by the fact that, compared with other Baltic
countries, less investment was sent to Latvia. For

Lithuania, during 1999-2019, revenues from direct
and portfolio investments have an impact on the
reduction of government debt. However, a change in
government debt affects only other investments.
Coefficients of coverage of foreign investment as
a share of direct foreign, portfolio and other invest-
ment income repatriated by investors in foreign capi-
tal received by the country are presented in Table 4.
Table 4 presents coverage coefficients calculated
for the Baltic countries. In absolute terms, Estonia for
the period 1999-2019 received the largest amount of
foreign capital. On the contrary, Latvia received the
least amount of foreign capital. Regarding the ratio
of total income to total investment, over the past
20 years, this indicator amounted to 70% in Estonia,
56% in Lithuania, and 36% in Latvia. If analyze each
investment category, then in the investment structure,
in terms of investment coverage ratio in Estonia direct
investments are the most significant 94%, in Latvia
the situation is similar and direct investments prevail
84%, in Lithuania the same situation and direct invest-
ments are 88%. With regard to the question of where
most of their investments are invested by investors
in the Baltic countries. Firstly, most of the investment
comes from real estate because it is highly liquid. It is
important to note that in Estonia, foreign investors are

Table 3
Granger causality test for government debt growth and all types of investment income flows
Country Indicators Lags
Govermernt debt FDI income Portfolio income Other income
Govermernt debt 9.7(0.0018)2 7.67 (0.0056) 7.64 (0.0057)
Estonia FDI income 1.81 (0.17)2
Portfolio income 0.89 (0.76)
Other income 4,26 (0,03)2
Govermernt debt FDI income Portfolio income Other income
Govermernt debt 0.16 (0.43) 0.39 (0.53) 0.34 (0.55)
Latvia FDI income 0.22 (0.63)
Portfolio income 0.06 (0.93)
Other income 0.19 (0.66)
Govermernt debt FDI income Portfolio income Other income
Goverment debt 8.65 (0.33) 1.23 (0.26) 7.18 (0.00)2
Lithuania FDI income 9.39 (0.00)2
Portfolio income 3.47 (0.06)2
Other income 0.35 (0.55)

Note: GD denotes government debt growth. Behind the country name the sample range is listed in parentheses. The numbers in
the parentheses beside the Wald statistics are the P-values: a, b, c represent the 1%, 5%, and 10% significance levels, respectively.

Table 4
Coefficients of coverage of foreign investments, 1999-2019
Coefficients of coverage of foreign -
Country investments, in % In million USD In %
. Total capital | Total income | Coefficients
for FDI for Pi for Ol inflow inflow of coverage
Latvia 84% 30% 18% 25 331.02 69 510.81 36%
Lithuania 88% 55% 27% 30 670.93 54 426.41 56%
Estonia 94% 33% 30% 34 098.03 48 341.89 70%

Source: ECB (2020), IMF (2020), World Bank (2020) [4-6]
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Table 5
Coefficients of coverage of foreign investments, 1999-2019
Coefficients of coverage of foreign - o
investments, in % In million USD In %
Country Total income | Coefficients
for FDI for Pi for OI Total capital inflow of coverage
Latvia 38% 17% 14% 5892.465 32 041.99 18%
Lithuania 16% 14% 13% 4660.661 33426.01 13.94%
Estonia 63% 22% 12% 12972.93 37 218.75 34.86%

Source: the ECB (2020), the IMF (2020), the World Bank (2020) [4-6]

treated in the same way as domestic investors, and
European Union subsidies, for example, are equally
available to both foreign and domestic companies.
Estonia’s profitable and business-friendly environ-
ment has attracted a large number of foreign inves-
tors and large companies. In Estonia, high returns
are generated by investments in the manufacturing
and financial sectors. As for Latvia, investments in
the financial sector, wholesale and retail trade are the
most profitable, with the manufacturing sector in the
last place.

Coefficients of coverage of foreign investments as
a share of direct foreign, portfolio and other investment
income exported by investors of Latvia, Lithuania and
Estonia to other exported to other countries are pre-
sented in Table 5.

According to Table 5, Estonia received the larg-
est amount of capital in the period 1999-2019, which
in turn amounted to 37 318 million USD. The share
of exported revenues in the aggregate amounted to
34%, which is the highest indicator among the Baltic
countries. Regarding the direct investment coverage
ratio, it is 63%, portfolio investment is 22%, but other
investments are the smallest at 12%. In the second
place, after Estonia, Latvia comes with 33 426 million
USD. However, the share of exported revenues in
the aggregate amounted to 13% and is the smallest
among the Baltic countries. In Lithuania, cumulative
accumulations in the period 1999-2019 amounted to
32 041 million USD, and part of the exported accu-
mulation amounted to 18%. Most of all, Latvian,
Lithuanian and Estonian investors invest their money
in IT projects, the development of technological
industries and the creation of joint ventures.

Conclusions. This study makes it possible to note
that foreign investment occupies a significant place
in Estonia, Latvia and Lithuania. It should be noted
that, after analyzing financial stability, it was shown
that these countries are dependent on the inflow of
investments into the country. This is confirmed by
the fact that countries have a negative international
investment position and are net borrowers in relation
to the whole world.

The Baltic countries are dependent on external
financing, but Latvia, Lithuania and Estonia are pur-
suing policies that are aimed at creating attractive
investment countries and therefore creating a loyal

environment for investors. However, the country’s
data are unstable to financial turmoil. Constructing
a vector autoregression shows that Lithuanian direct
and portfolio returns influence the change in external
debt. In the case of Latvia, direct, portfolio and other
income affect the change in external debt. In the case
of Latvia, a change in the external public debt indica-
tor entails an increase in income from direct, portfo-
lio and other investments. In the case of Estonia, the
interdependence between direct incomes and other
incomes in relation to external debt, and the accu-
mulation of external debt affects the growth of direct
investment income.

Summing up, the coverage ratios of foreign invest-
ments received by Latvia, Lithuania and Estonia dur-
ing 1999-2019, we can conclude that in absolute
terms, most send other investments to Latvia, with
their coverage ratio being the smallest, and is 36%.
As for Lithuania, there is less investment in this coun-
try than in Latvia and the direct investment cover-
age ratio for the years 1999-2019 is 87%, portfolio
investment 55.07%, other investments 27%. Of all
the countries represented in Estonia, the smallest
amount of investment is received and the coverage
ratio over the 20 years is the highest at 70%.

To summarize, determine the coverage ratios
of investments that were exported from the Baltic
States. In the period 1999-2019, Estonian investors
had the highest number of investments from all coun-
tries represented (37 218 million USD), with a cover-
age ratio of 34%. In Lithuania, the direct investment
coverage ratio for 1999-2019 is 16%, portfolio invest-
ment 13%, other investments 13.04%. As for Latvia,
if we estimate the share of total income for the period
1999-2019, this indicator is 18%, which is much less
than the share of the return on investment in Latvia.
In absolute terms, the largest share of other invest-
ments in Latvia (14 34 million USD over 20 years) is
covered by at least 14%.

The Baltic countries have passed the difficult path
of reform and today can serve as an example for the
post-soviet countries, as an example, European inte-
gration and the positive consequences from it. It is
important to note that despite the fact that countries
are heavily dependent on foreign investment, this is
not an obstacle to their development, and government
policy, on the contrary, is aimed at creating favorable
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conditions for investors. However, the economies of
these countries have a problem that indicates that
Latvia, Lithuania and Estonia are not resistant to
financial shocks, therefore it is necessary to increase
the airbag, but at the same time there must be con-
fidence in the stability of inflation and the foreign
exchange market.
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