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OCHOBHBIE XapAKTEPHUCTUKH ICHEKHO-KPEAUTHON NMOJUTHKHN U PbIHKA KANIUTAJIa B APDMEHHH
Tepan /luana I.

Apmsanckuil 20cy0apcmeeHHblil IKOHOMUYECKULL YHUGepcumen,

acnupaum kagheopul punarncos (Epesan, PA)

AHHoOTanus. PEIHOK kammTana sBIsSeTcsS OTHOW M3 BAKHEHIINX YacTed (PMHAHCOBOH CHCTEMBI B Kaxkmou crpaHe. OH
WTPaeT BAXHYIO pOJb B TPAaHCMHCCHOHHOM MEXaHHW3ME JACHEKHO-KPEIUTHOW IIOJWTHKH IIEHTPAIBHBIX OaHKOB.
Pa3Buthiii u xopomo (QyHKIMOHHPYIOUIMA PBIHOK KAalWTala MOXET ITOMOYb pa3paboTUMKaM JEHEKHO-KPESOUTHON
NOJIUTUKY TOBBICUTh 3(P(EKTUBHOCT, W YIYYIIUTh NPOU3BOAUTENHHOCTE HMHCTPYMEHTOB IEHEKHO-KPEIUTHOH
TIOJUTHKH.

Takum 00pa3oM, B paMKax IaHHOM CTaTbl CYMTAETCS AKTyalbHBIM HCCIEAOBATH OCHOBHBIE XapaKTEPUCTHKH Kak
JICHEe)KHO-KPEAUTHOW TOJWUTHKY ILIEHTPAILHOr0 0OaHKa, TaKk M pbhIHKA Kanurana B ApMeHMH. MBI HCIOJIb30BaIN
OCHOBHYIO CTaBKy pe(QUHAHCHUPOBaHHMS B Ka4eCTBE KIIOYEBOIO HHAMKATOPA HANpaBICHHs JECHEKHO-KPEIUTHON
TIOJIMTHUKU. LITO6}JI U3y4YUTh OCO6CHHOCTI/I PbIHKa KamluTajla, Mbl pa3iCinjinM €ro Ha CICAYIONUE PBIHKH: PBLIHOK
TOCYJapCTBEHHBIX OOJIMranyii, PHIHOK KOPIIOPaTHUBHBIX OONWIalMidi M PHIHOK aKIMH. YKa3aHHBIE CETMEHTHI PBHIHKA
KanuTtaia ApPMEHHH CPaBHUBAIMCH MEXAY COOOH € yuyeToM OOBEMOB CHENOK, 3aKJIIOYEHHBIX Ha ()OHIOBOH Oupxke
Apmennu. Bonee Toro, s Ooiee IMPOKOrO MOHMMAaHMS Mbl OLCHWIM CBSI3b IOKa3arelied pas3lIMuHbIX CErMEHTOB
pBIHKa KamuTania, OaHKOBCKOW cucteMbl ¢ BBII. Anamn3 k03()()HUIIHMEHTOB KOPPENSIHH Tal BO3MOXXHOCTH H3yYUThH
B3aNMOCBSI3b MEXIY TOCYAaPCTBEHHBIMH OOJHMTalWsMH, KOPIIOPAaTUBHBIMK OONMTanusMH, ()OHIOBBHIMH PBHIHKAMH U
HEKOTOPBIMH MOHETaPHBIMH MTOKA3aTEISAMH.

OCHOBHOH IIENBI0 JaHHOTO MCCIENOBaHMS OBUIO M3y4YEHHE OOIIMX OCOOEHHOCTEH NEeHEKHO-KPEAUTHOH HOJUTHKH
IlenTpansHOro 6aHKa ApMEHHH M CETMEHTOB PHIHKA KallWTAalla, @ TAKXKE U3yUCHNE XapaKTepa CBA3U MEXY HUMH.
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Introduction

The capital market is one of the crucial parts of
the financial system in every country. It plays
important role in central banks’ monetary policy
transmission mechanism. Developed and well-
functioning capital market can help monetary
policymakers to raise efficiency and improve
monetary policy toolset performance.

Thus, in the frame of this article, it was
considered relevant to investigate the main
characteristics of both central bank’s monetary
policy and capital market in Armenia. We used main
refinancing rate as a key indicator of monetary
policy path. In order to study capital market
features, we segmented it into the following
markets: government bond market, corporate bond
market and stock market. We compared these parts
of the Armenian capital market taking into
consideration the values traded on Armenia
securities exchange. Moreover, to get wider
understanding we evaluated the relations between
the indicators of different segments of the capital
market, banking system with GDP. The correlation
coefficients analysis gave an opportunity to study
the relationship between government bond,
corporate bond, stock markets and some monetary
indicators.

The main aim of this research was to
investigate general features of the monetary policy
of the Central Bank of Armenia and capital market
segments, as well as to study the nature of the
connection between them.

Literature Review

In order to investigate the characteristics of
monetary policy and different segments of the
capital market we have studied the available
researches in the literature.
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By studying the results of a number of
analyses, it can be concluded that the stock market
is the least developed capital market in Armenia
and, compared to this, the debt securities markets
are more developed [1; 2]. During the investigation
of the impact of monetary policy on the stock
market in Armenia, it became clear that there was no
connection between the stock market and monetary
policy instruments, the corporate bond market was
indirectly affected by monetary policy, but the
government bond market was significantly affected
[3].

Research methodology

The capital market was divided into different
sectors to investigate the features of each part in
Armenia. The main parts of the capital market are
government bond market, corporate bond market
and stock market. We studied the yields of
government bond yields, the value of corporate
bonds and stocks traded on Armenia Securities
Exchange. In order to compare different segments of
capital market and banking system, we calculated
the ratios with gross domestic product (GDP). We
also investigated the dynamics of the main
refinancing rate of the Central Bank of Armenia. We
counted correlation coefficients to reveal the
features of the relations between monetary
indicators and capital market variables.

Analysis and Results

The interest rate is considered to be the main
tool of the monetary policy of the central bank. In
order to study the monetary policy implemented by
the Central Bank of Armenia (CBA), the dynamics
of the main refinancing rate was observed (Figure
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Figure 1. The CBA interest rate 2010-2023 [4]
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As can be seen, in 2020, the CBA continued to
conduct expansionary monetary policy. In particular,
the interest rate was lowered by 1.25% from 5.5% in
January 2020 becoming 4.25% in November. It was
aimed at overcoming the low inflation environment.
During the year, the rapid spread of the coronavirus
pandemic in the world and in the Republic of
Armenia, the war with Azerbaijan in September and,
as a result, the imposition of martial law in Armenia
created serious economic, health, social and other
problems, which prompted the Central Bank to
implement a stimulating monetary policy. However,
in December 2020 the Central Bank raised the
refinancing rate by 1%, setting it at 5.25%. This was
due to the emergence of high inflationary
expectations. In the subsequent period, the Central
Bank maintained a tight monetary policy, gradually
increasing the interest rate. The contractionary
monetary policy was maintained in 2022 as well, as
a result of which the refinancing rate reached the
highest level of the entire considered period of
10.75%. The tightening of monetary conditions was
aimed at curbing the hyperinflationary environment,
which was largely caused by the Russian-Ukrainian
conflict and its economic consequences. During the
first half of 2023, the Central Bank maintained its
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tight monetary policy, leaving the interest rate at the
same level. However, since June, due to a certain
deflationary environment, the Central Bank has
started to reduce the interest rate, moving to softer
monetary conditions.

In international practice, the capital market is
considered to consist of the stock market and the
bond market. Therefore, in the frame of our
analysis, the indicators of Armenian government
and corporate bonds and equity market were taken
as characteristics of the capital market.

Government bond market is the most
developed and established sector of the Armenian
securities market. To analyze this segment of the
capital market, government bond yield curves were
considered (Figure 2). We averaged the yields of
government bonds with different maturities. As can
be noticed, the fluctuations of government bond
yields, the main trends of the market are very
similar to the dynamics of the refinancing rate of the
Central Bank of Armenia. Recently, after the high
levels of interest rates, there is a decline in yields,
mainly due to the easing of the monetary policy and
the decrease in the general level of interest rates in
the financial market.
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Figure 2. Government bond weighted average yields (%) [4]

In order to get an idea of the corporate bond
market, we studied the total values of corporate
bond transactions in the Armenian securities
exchange (AMX) (Figure 3). An increase in the
volume of securities exchange transactions was
observed in the corporate bond market in recent
years, especially in 2021-2022. But during the
observed months of 2023, a slowdown in the growth
of indicators was observed. At the same time, the
number of securities exchange transactions
registered an increase.

105

The stock market can be considered the least
developed part of the capital market in Armenia. In
this market the dynamics of the transactions do not
have a clear noticeable trend, the transactions are
mostly performed at a pre-known price between pre-
known parties, as a result of which the market price
of shares is not formed in most of cases. There is
also a little number of stock market participants and
companies whose shares are traded. Monthly value
of stocks traded on the exchange did not register a
general trend during the observed period (Figure 4).
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Figure 3. Corporate bond value traded on
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Figure 4. Stocks ’value traded on the AMX 5]

The distribution by traded instruments of the
annual total volume of transactions carried out in
Armenia securities exchange was also studied
(Figure 5). The volumes of transactions with stocks,
government bonds and corporate bonds were
presented. Other instruments are repo agreements,
including extended ones. In the entire observed
period, the largest share in the total volume
belonged to transactions with government bonds.
Particularly throughout recent years, the volume of
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transactions with corporate bonds has been
gradually increasing, and the stocks continue to
occupy the smallest share in the total volume of
transactions carried out on the securities exchange.
As of 2022, according to the official publications of
the Statistical Committee of the Republic of
Armenia, 40.2% of the total volume of the
transactions belonged to government bonds, 38.9%
to corporate bonds, and only 0.49% to shares.
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Figure 5. Stocks’value traded on the AMX [6]

106



In order to assess the development of different
sectors of the Armenian capital market and to
compare it with the volumes of the banking system,
the ratios of the volumes of these markets to the
gross domestic product (GDP) of the RA were
calculated. Figure 6 shows the ratios of the annual
volumes of securities exchange transactions with
government bonds, corporate bonds and stocks to
GDP, as well as the banking system's assets to GDP
ratio. The latter is represented on the secondary axis.

As can be seen, the indicators of the banking
system are extremely large compared to the
securities market. During some years, the bank
assets/GDP ratio has even exceeded 100%,
particularly 108.2% and 101.5% in 2020 and 2021
respectively. Currently, it fluctuates around the
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100% level, which indicates the high development
of the banking system compared to the other
observed markets. Among three observed segments
of the capital market, as previously mentioned, the
largest ratio belongs to the government bond
market. In 2021 government bond value traded
/GDP ratio reached 3.79%, but it declined to 1.14%
in the following year. During recent years, corporate
bond market has become active. The ratio between
securities exchange transactions of these securities
to GDP ranges from 1-2%. The worst situation, as
expected, was recorded in the stock market. The
volume of stock transactions/GDP ratio is even less
than 1%, which indicates that the given securities
market is underdeveloped.
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Figure 6. The ratios of government bonds, corporate bonds, stocks values traded and bank assets to GDP (%) [7]

Furthermore, correlation coefficients between
some of the abovementioned economic indicators
were calculated in order to investigate the nature

and direction of the relationship between the
variables. The results of the correlation analysis are
presented in Table 1.

Table 1. The correlation matrix of CBA refinancing rate (R), M2X monetary aggregate, CPI, government bond yields

(GB), corporate bond value traded (CB) and stock value traded (S) [8]

R 1.000000 0.101175 0.329728 0.791519 0.030341 0.011893
\ b C 0.101175 1.000000 0.029304 0.027620 0.311514 -0.003161
CPI 0.329728 0.029304 1.000000 0.308721 0.070400 -0.033745
GB 0.791519 0.027620 0.308721 1.000000 0.123876 0.014257
CB 0.030341 0.311514 0.070400 0.123876 1.000000 -0.017852

S 0.011893 -0.003161 -0.033745 0.014257 -0.017852 1.000000

As can be noticed, the strongest correlation was
recorded between the CBA refinancing rate and the
government bond yields of 0.79. The relationship is
direct, that is, an increase in the interest rate leads to

an increase in the yields of government bonds and
vice versa. Also, the correlation coefficient is
positive and relatively great between the
government bonds yields and consumer price index
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(CPI). In case of corporate bonds, the strongest
correlation was observed with M2X monetary
aggregate, amounting to about 0.31. In case of the
stock indicator, the correlation coefficients with the
other observed variables were mostly negative and
very small.

Conclusion

According to our research, it can be concluded
that the government bond market is the most
developed part of the capital market in Armenia.
The corporate bond market has gained popularity
during recent years. However, the stock market still
remains the most underdeveloped segment. The
monetary policy main refinancing rate is highly
correlated with government bond yields. The
correlation coefficients between other segments of
capital market and the observed monetary indicators
are mainly insignificant.

The relations between government bond,
corporate bond, stock markets, banking system
assets and GDP affirmed that the banking system is
larger and much more developed compared to the
securities market. Among different sectors of the
capital market, the government bond value traded on
Armenia securities exchange/GDP ratio is the
biggest compared to the other indicators. The stock
market volume is less than 1% of the GDP in
Armenia.
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