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MANAGING THE CAPITALISATION OF AGRO-INDUSTRIAL ENTERPRISES

Abstract. The agribusinesses that depend on significant financial investments for their stable existence face the need to
create effective mechanisms for attracting capital reviewed in the context of the current business environment. The development
and implementation of such mechanisms can significantly contribute to the growth of their market value and capitalization.
This not only ensures the stability of enterprises in a volatile economic environment, but also opens up new opportunities
for their development and expansion. The main purpose of the study is to systematize existing approaches to determining the
market capitalization of enterprises, analyze financial indicators of agro-industrial enterprises and assess the impact of russia s
full-scale invasion on these indicators. The goal is also to identify practical aspects of market capitalization formation on the
example of domestic agro-industrial enterprises whose shares are actively traded on the open market. Uncovering this goal
will allow for a better understanding of the dynamics and peculiarities of capitalization in the agricultural sector in the context
of economic and political factors of influence. The article analyzes the theoretical and practical aspects of capitalization of
agricultural enterprises. The author also considers their role and importance in the context of market indicators that reflect
the efficiency of economic activity. Particular attention is paid to the impact of russia's full-scale invasion of Ukraine on
February 24, 2022 on the agricultural sector and its capitalization. The adequacy of management decisions in response to
current challenges depends on an accurate and objective analysis of the situation, which is possible through in-depth analytical
assessment, the article emphasizes. The authors examine in detail the dynamics of key financial indicators on the example of
specific agricultural enterprises, define the main tasks and goals of assessing their financial condition. Strategies for increasing
the market capitalization of agro-industrial enterprises are proposed on the basis of analytical calculations. In order to improve
the current situation in the context of market capitalization of agro-industrial enterprises, the authors propose a number of
strategies that will contribute to the growth of the value of shares of these companies. One of the key areas is to increase the
investment attractiveness of enterprises. This can be achieved by systematically informing investors about positive changes
in the activities of enterprises. This will help reduce the level of their undervaluation by the market. It is important to expand
the presence of enterprises in the market, in particular through the inclusion of their shares in alternative trading platforms.
In addition, it is proposed to maximize dividend payments by efficiently using net profit and developing effective strategies for
the realization of attracted investments. This will help to increase the capitalization of companies. Further research in this area
will focus on a detailed analysis of the market capitalization of leading agricultural companies, as well as on identifying the
key factors that contribute to its increase. Such an approach will not only provide a deeper understanding of the mechanisms
of agricultural sector development, but will also make a significant contribution to the overall economic development of the
country.
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YHPABJIIHHSA KANITAJII3AIIE€IO ATPOITPOMUCJIOBUX HNIAIIPUEMCTB

Anomauin. YV konmexcmi cyuacnozo 6isHec-cepedosuuya, acponpomuciosi RIONPUEMCMEa, SKi 3a1exicams 6i0 3HAYHUX pi-
HAHCOBUX THBECMUYIL 0I5l 8020 CMADIILHO20 ICHYBAHHS, CIMUKAIOMbCA 3 HEOOXIOHICMIO CMEOPEHHS e(heKMUBHUX MeXaHI3MI6
ona npugabnenns kanimany. Pospobra ma peanizayis maxux mexamizmie mModice 3HAUHO CIPUSMU 3pOCMAHHIO iX pUHKOGOT 6ap-
mocmi ma kanimanizayii. Lle, 6 ceoio uepey, He minbku 3a6e3neyye cmabitbHicmb NIONPUEMCINE ) BOIAMULLHOMY eKOHOMIUHOMY
aanowagmi, ane it 6IOKPUBAE HOBGI MOICTUBOCTE 07151 iX pO36UMKY ma ekcnancii. OCHOBHOI0 MEMOI0 OAH020 OOCTIONCEHHSL € CUC-
memamu3ayis ICHYIYUX nioxo0ie USHAUEeHHSA PUHKOBOT KANimanizayii niOnpuemMcmes, ananiz PiHaHCO8UX IHOUKAMOPIE acponpo-
MUCTIOBUX NIONPUEMCIE MA OYIHKA 6NIUSY NOGHOMACUMAOHO20 6MOPSHEHH s POCii Ha 0aHi NoKasHuku. JJocniodicenHs makoic
MA€ HA Memi GUABNIEHHS NPAKMUYHUX ACNEKMI6 OPMYBAHHS PUHKOBOT Kanimanizayii Ha npuxiadl iMYU3HIHUX AZPONPOMUC-
JI08UX NIONPUEMCIG, YUl aKyil akmueHo 06epmaiomvcs Ha ioKpumomy punky. Le 0o3eonums enubuie 3po3ymimu OuHamixy ma
0coOnUBOCMI KAnimanizayii 6 azpocekmopi 6 yMoeax eKOHOMIYHUX Md NOAIMUYHUX GUKIUKIE. B cmammi npoeooumvcst ananis
MeopemuyHUX ma nPaKmuyHUxX AcneKmie Kanimanizayii azponpomMuciosux RIONPUEMCIMS, d MAKONC PO32IA0AEMbCI IXHS POib |
SHAYeHHsl Y KOHMEKCMi PUHKOBUX NOKA3HUKIB, KT 81000padcaroms egpekmusHicms 20cnodapcvkoi disnvrnocmi. Ocobausa yeaea
NPUOITAEMBCS 6NIUBY NOBHOMACUMADOHO20 6mopeHeHHs p 6 Vkpainy 24 nomoeo 2022 poky Ha azponpomMuciosuti cekmop ma
020 kanimanizayito. B cmammi niokpecnioemucsa, o adexeamuicms YNpasiiHCbKUX pillets y 6i0N06i0b HA CYUACHI BUKTUKU
3anexcums 8i0 MouHo20 i 00 €EKMUBHO20 AHANIZY CUMYAYLl, WO MONMCIUBO 3A60AKU 2AUOOKOMY AHANIMUYHOMY OYIHIOBAHHIO.
Asmopu demanvbro 00CaiONHCYIOMb OUHAMIKY KII0YOBUX DIHAHCOBUX NOKASHUKIE HA NPUKIAOI KOHKPEMHUX A2PONPOMUCTOBUX
nIONPUEMCMS, UHAYAIOMb OCHOBHI 3a80anHs ma yinl oyinku ix ginancosoco cmany. Ha ocHo8i ananimuunux po3paxyHkie
NPONOHYIOMbCS. cmpame?ii 05 30LIbUeHH. PUHKOBOT Kanimanizayii azponpomuciosux nionpuemcms. B akocmi nokpaujents
icHyrouoi cumyayii' y Konmexcmi pUHKO80i Kanimanizayii azponpomMuciosux nionpuemMcme, asmopu nponoHyIoms pso cmpame-
2itl, AKI CRPUSIMUMYMb 3POCMAKHIO 8apMOocni akyiil yux komnaniu. OOHUM i3 KIIOUOBUX HANPAMIS € 30L1bUEHHS. IH8eCMUYIIHOT
npusadnueocmi nionpuemcms. L{ooeo modcna 0ocaenymu uepes cucmemamuyme iHghopmysants iHeecmopie npo no3umueHi
BMIHU 8 OISIbHOCME NIONPUEMCIMG, WO OONOMOJNCE 3MEHUUMU PIBeHb IX HEOOOYIHEHOCI PUHKOM, 8ANCIUBUM € POSULUDEHHSL
NPUCYMHOCMI NIONPUEMCIMG HA PUHKY, 30KpeMa Yepe3 6KII0UeHHs iX aKyill 00 anbMmepHAmuUGHUX Mopeo8eNbHUX NAANPOPM.
Kpim moeo, npononyemucs maxcumizysamu OugioenoHi 6UnIAmu ULIsXoM eeKmueHo20 UKOPUCIARNSL YUCHO20 NPUOYmKY ma
PO3POOKU ehekmugHux cmpamezitl OJist peanizayii 3anyyeHux iHgecmuyii, wo 6 CYKYNnHOCHI cnpusmume 301bUeHHIO Kanimaii-
sayii komnaHitl. Tlooanvuii docnioxcenus y yiil obnacmi 6y0yms 30cepeoHceHi Ha 0emanbHOMy AHaLi3i pUHKO8oi Kkanimanizayii
NPOGIOHUX AZPONPOMUCTOBUX KOMNAHII, 4 MAKONC HA I0eHMUIKayil KI0Uo8UX YUHHUKIE, SKI cnpusitomb i1 30inbuennio. Takuil
nioxio ne minbKu 3a0e3ne4ums enudule po3yMiHHsA MEXAHi3Mi6 PO3GUMKY AepapHO20 CEKMopy, aie U gHece 6a2oMull 6K1ad y 3a-
2aNbHULL eKOHOMIYHULL PO3GUMOK KPAiHU.

Knrwuoesi cnosa: kanimanizayis, 000ana puHKo8a eapmicms, akyis, YiHa akyii, azponpomuciose nNiONPUEMCMeo, azpapHutll
cexmop.

Introduction. In the context of globalization and
Ukraine's orientation toward economic processes in
Europe, ensuring stable growth in the agricultural sector,
strengthening its competitive position, and increasing
its investment attractiveness are important factors. This
emphasizes the need for agribusinesses to raise external
capital through international stock markets. Agricultural
companies need significant investments to finance new
projects. The introduction of advanced technologies and
increased productivity are necessary to achieve strategic
goals. Due to the current challenges, including military
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operations in the country, the strategic management of
agribusinesses requires effective solutions and rapid
adaptation to changes in the global business environment.

The positive performance of companies on the stock
markets, including an increase in market capitalization,
contributes to: business expansion, introduction of
innovative technologies, implementation of ambitious
investment projects, international expansion and
achievement of business goals. Market capitalization
reflects the effectiveness of management decisions aimed
at increasing the economic performance and market value
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of the company, managing reputation and relations with
stakeholders, as well as developing a corporate strategy
based on the principles of sustainable development [9].
An increase in market capitalization indicates high
financial stability, profitability, solvency and liquidity.
The potential for long-term development of corporate
agricultural enterprises will strengthen investor confidence
and help attract investment.

Effective market capitalization management forms
a solid foundation for increasing the value of companies
and sustainable development of the agricultural sector of
the Ukrainian economy [7]. In the context of acute global
social, economic, environmental and food challenges, the
importance of agro-industrial enterprises in ensuring food
security and Ukraine’s recovery from the war is growing.
The importance of this study is amplified in the context of
martial law and global threats, as agribusinesses often face
difficulties in countering the risks associated with stock
market volatility.

Today, Ukrainian agricultural companies have low
market capitalizations on the stock markets. This hampers
their ability to attract investment and finance long-term
development projects. The experience of Ukrainian
agrarian public companies entering international stock
markets has revealed a number of systemic shortcomings
in corporate governance. They are an obstacle to the use
of strategic development potential through the issuance
of securities. Increasing the market capitalization of
agricultural enterprises is becoming a key task not only
for corporate and financial management, but also for state
regulation of sustainable development of the agricultural
sector of Ukraine.

Literature review. The issues of managing market
capitalization and market value are laid down in the works
of such domestic scholars as Akimenko O., Bagatska K.,
Bazylevych V., Zymovets V., Katan L., Mogylova A.,
Nazarenko 1., Podolska V., Remnova L., Suslikov A.,
Tereshchenko O., Shumska S. and others.

In particular, Mogylova A. describes capitalization as
«...the process of increasing the capital of a company,
which leads to an increase in the market value of this
company» [14]. Kovalska L. systematizes the views
of modern researchers on the definition of «...market
capitalization of an enterprise...» and analyzes the
characteristics of the formation of market capitalization of
leading national companies whose shares are available for
general circulation in the market [12].

In their research, Valentychyk N. and Kostyrko L.
consider the capitalization management mechanism as a set
of methods and tools designed to solve problems related to
the creation and use of capital in order to increase market
value and ensure sustainable development of companies
[13]. According to them, the basis of the capitalization
management mechanism should be aimed at increasing the
value of the enterprise, which is determined through the
chosen business model, which contributes to the creation
of value based on certain principles and taking into account
changes in key factors.

The study of Shumska S. makes it possible to
understand that in the current conditions of development,
the activation and transformation of various forms of total
capital through innovation, investment and the use of both
tangible and intangible, financial and information assets
(obtained from external and internal sources) creates an

impetus that affects the sphere of social production [20].
This can contribute to further expanded reproduction
of tangible and intangible goods and services that meet
growing private and public needs at a higher quality level.
Thus, capitalization acts not only as a source of growth,
but also as an important component of the mechanism for
ensuring sustainable economic development.

Brovko L. and Chornovol O. analyze the need to
implement risk management to increase the efficiency of
company capitalization management [4]. Suslikov A. in
his works outlined the key figures and elements of market
capitalization management of enterprises. He believes
that the subjects of market capitalization management of
agrarian corporate enterprises include top management
and financial management of corporations, underwriters
and shareholders. The objects of management, according
to him, are shares and their prices, dividends, investment
risks, the value of the company’s assets, financial results,
capital and corporate image [19].

Despite the significant scientific achievements,
significant theoretical and applied achievements of
scientists, there are still aspects that require further
development. In particular, the assessment of the financial
development of agro-industrial companies, the study of
the dynamics of changes in their market value and the
identification of factors that affect them in the context of
the war in the country.

Methodology. The system of indicators for assessing
the financial progress and operational efficiency of
agro-industrial enterprises is an integral part of the
strategic objectives set by the financial manager. These
tasks form the basis for the conceptualization of the
evaluation system, as they determine the ultimate
goals of economic activity. The main goal of financial
management in a company is to increase its market value,
which requires making management decisions aimed at
maximizing the expected financial results. Under these
conditions, all management decisions are made from the
standpoint of maximizing the expected financial result.
To determine the effectiveness of achieving the goal of
«profit growth», absolute and relative indicators are
used. The article uses the indicators of liquidity, return
on capital and financial stability, which were used to
determine the financial condition of agro-industrial
enterprises and calculate the market capitalization as a
stock indicator.

The main part of the research. The growing influence
of the stock market on economic processes and the
intensification of international capital flows have led to
the development of market capitalization management.
Market capitalization provides an indication of the size of
a business within a particular industry.

Ukraine’s agricultural sector plays a key role in ensuring
the nation's food security, being one of the main drivers of
the economy and an important source of export earnings.
To ensure its stable operation and development, it is critical
to have optimal resources that maximize economic benefits
and increase market value [2].

A specific feature of Ukrainian agriculture is the
presence on the market of a large number (more than 100)
of vertically integrated agricultural enterprises that manage
large areas of agricultural land and have significant
amounts of financial resources. Borodina O. maintains that
«...the corporate sector has monopolized the production of
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highly mechanized and highly profitable products, while
the individual sector is largely forced (for the sake of
survival of the families employed in it) to engage in labor-
intensive and low-income land management» [1].

The agro-industrial sector consists of small and
medium-sized companies that specialize in growing crops
or producing primary livestock products for further sale to
processing companies or directly to consumers. The agro-
industrial sector also includes large agricultural companies
that carry out a full or partial cycle of agricultural
production, including storage, processing, transportation,
sales and marketing support in order to create and
accumulate added value at these levels.

Before russia’s full-scale invasion of Ukraine, the
agricultural sector employed almost 20 percent of the
workforce and contributed 11 percent to the country’s
GDP. The russian military aggression has highlighted the
agricultural sector’s most vulnerable point: the lack of
diversification of export products. The solution is to reduce
the export of raw materials and develop the agricultural
processing industry in Ukraine. Despite the current
challenges, the prospects for the development of the
agricultural sector are significant due to Ukraine’s fertile
land, strategic location, efficient deployment of agricultural
productive forces, and ability to adapt to market changes.
A key indicator of the sector’s development is gross value
added, which is the difference between market output and
intermediate consumption. As shown in Fig. 1 shows, there
are several major trends in the development of Ukrainian
agriculture in 1996-2022.

Mainly impact of global economic crisis resulted in
decline in economic activity in 2009 as shown in Figure
1. Additional decline in the creation of new value in the
agricultural sector of the economy was observed against
the backdrop of military and political conflicts in 2014 and
a russia’s full-scale military invasion in 2022. In stable
years, the role of the agricultural sector decreased, and
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during crises it increased. Between 2014 and 2021,
agricultural enterprises contributed between 9 and
12 percent to the country’s GDP, making the agricultural
sector an important center of economic growth, despite
the temporarily occupied territories and the decline in
cultivated agricultural land.

A negative trend in the development of corporate
agricultural enterprises and the capitalization of agriculture
through domestic and foreign equity investments is
the complete decline of the national stock market
since 2018. In particular, the volume of share issues
registered by the National Securities and Stock Market
Commission in 2018 decreased by 16.8 times compared to
2017 and did not exceed even USD 1 billion in 2020-2022
(in international constant prices of 2015). The Ukrainian
stock market functions to a certain extent at the expense
of banks’ equity capital and the registration of issues
of shares listed on international stock exchanges.

The capitalization of agricultural enterprises in Ukraine
is based on two methods: the capitalization of publicly
traded agricultural companies is determined according to
the market value of their shares traded on international
stock markets (London and Warsaw stock exchanges),
while the capitalization of other agricultural enterprises
takes into account the value of their asset growth.

The financial condition of agro-industrial enterprises,
3 companies were selected to analyze (the selection
criterion was access to financial statements): Ovostar
Union Public Company Limited, KSG Agro S. A. and
Kernel Holding S. A.

Ovostar Union Public Company Limited is an agro-
industrial holding company that is the market leader
in Ukraine and Europe in the segment of eggs and egg
products production. The company is one of the five largest
producers in Europe. The holding owns two brands: the
Yasensvit trademark, which specializes in the production of
chicken eggs, and the Ovostar trademark, which focuses on
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Figure 1. The place of the agricultural sector in the economic development of Ukraine

Source: calculated by the authors according to the State Statistics Service of Ukraine
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the production of egg products. In 2017, Yasensvit received
a license to export its products to the EU after successful
certification, while Ovostar obtained such a permit in 2014.
During 2021, 1.69 billion eggs were collected with a flock
of 8.4 million chickens, of which 7 million were laying
hens [16].

As a result of the russian military aggression, the
company’s assets were not seriously damaged. The group’s
main production facilities are located in Kyiv region, in
the Fastiv and Bila Tserkva areas, and have escaped the
military consequences. The poultry farms in Vasylkiv and
Stavyshche and the egg processing plant in Vasylkiv did
not suffer any material damage and continue to operate.
The egg processing plant in Makariv, Buchansky district,
was temporarily shut down, but resumed operations after
the town was liberated and the plant was restored. Due to
the military actions, in particular the blockade of the Black
Sea, exports have decreased significantly, as has been the
case across the agricultural sector.

KSG Agro S.A. is a vertically integrated innovative
agricultural holding in Europe. The holding operates in
various sectors of the agro-industrial complex, covering
the production, storage, processing and sale of agricultural
products. The company focuses on land cultivation, crop
production and pig breeding. The holding’s land portfolio
amounts to 24 thousand hectares, and the number of pigs
amounts to 55 thousand. The climate conditions of the
Dnipropetrovsk region, where the main farms are located,
contribute to the stability of the crops grown, including
winter crops such as wheat, barley and rapeseed, as well
as spring crops such as sunflower, corn and sorghum,
including winter and spring peas. Despite the russian full-
scale invasion, the company’s assets were not significantly
damaged [17].

Kernel Holding S.A. is an agro-industrial holding
company that is a leader in the production and export of
sunflower oil in the world, as well as a major supplier
of agricultural products from the Black Sea basin to
international markets. The company exports its products
to more than 80 countries. The holding has 8 trademarks,
namely Shchedryi Dar, Stozhar, Chumak, Qlio, Marinado,
Le Blanc, Kernel and Premi [18] As a result of the russian
full-scale invasion, 2 of the 9 oilseed processing plants
were occupied by russia, which reduced the nominal
capacity from 3.7 million tons to 3 million tons.

We consider it relevant to use liquidity, return on equity,
and financial stability indicators to assess the financial
condition. In our opinion, these indicators are the most
significant in terms of capitalization of enterprises (Table 1).
In general, the trend of liquidity ratios in corporate
agricultural companies during 2017-2021 was positive.
However, 2022 was an exception due to military events
that negatively affected the financial position of companies
such as Kernel and KSG Agro S.A., as well as a significant
deterioration in the investment environment in Ukraine.

In the case of managing the market capitalization of
companies, it is important to analyze the return on assets
and capital, as these indicators reflect the effectiveness of
financial management (Table 2).

During the analyzed period, there was an unstable
dynamic of the level of return on equity of corporate
agricultural companies with negative values in 2019 and
2022. The loss of enterprises in 2019 was caused by an
increase in the cost of agricultural products, and thus low
efficiency of production and sales of grain and oilseeds. In
2022, along with other martial law factors, the blockade
of Ukraine’s seaports and the loss of some grain due to
the destruction of production and logistics infrastructure
caused losses.

Debt management is important for managing the
capitalization of corporate agricultural enterprises. Thus, in
2017-2022, the companies under study had a stable level
of financial leverage, except for 2022, when the analyzed
companies faced a significant increase in their debt burden,
which led to a corresponding increase in their financial
dependence (Table 3).

Debt management is important for managing the
capitalization of corporate agricultural enterprises. Thus,
during 2017-2022, the studied companies had a stable
level of financial leverage, except for 2022, when the
analyzed companies faced a significant increase in debt
burden, which led to a corresponding increase in their
financial dependence (Table 3).

The Long-term Debt to Capitalization ratio reflects
the extent to which a company uses long-term liabilities
to finance its operations or acquire assets. A high level of
this ratio can increase the return on equity due to the «tax
protection» effect of debt. However, a large proportion of
long-term debt increases the risk of company bankruptcy
[3]. Among the analyzed companies, KSG Agro S.A. has

Table 1
Liquidity dynamics of agricultural enterprises

Company [ 2017 | 2018 | 2019 [ 2020 2021 | 2022

Current Liquidity Ratio
Ovostar Union N.V. 4.45 4.90 2.59 2.01 2.09 3.52
Kernel Holding S.A. 3.81 2.53 2.62 3.71 2.92 1.13
KSG Agro S.A. 0.42 0.46 0.50 0.75 1.14 0.62

Quick Liquidity Ratio

Ovostar Union N.V. 1.05 1.00 0.20 0.08 0.10 0.67
Kernel Holding S.A. 1.53 1.13 1.18 2.27 0.79 0.24
KSG Agro S.A. -0.005 0.005 0.01 0.004 0.03 0.02

Absolute Liquidity Ratio
Ovostar Union N.V. 1.05 1.00 0.20 0.08 0.10 0.67
Kernel Holding S.A. 0.49 0.28 0.16 0.89 0.73 0.20
KSG Agro S.A. 0.02 0.005 0.01 0.004 0.03 0.01

Source: calculated by the authors based on the financial statements of companies
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Table 2
Dynamics of profitability of capital utilization by agro-industrial enterprises, in percent
Company | 2007 | 2018 | 2009 [ 2020 | 2021 | 2022
Return On Assets (ROA)
Ovostar Union N.V. 17.1 12.0 -13.7 2.1 1.2 5.6
Kernel Holding S.A. 8.8 2.4 7.7 3.7 12.8 -1.0
KSG Agro S.A. 0.6 0.5 8.1 2.0 24.2 -0.3
Return On Equity (ROE)
Ovostar Union N.V. 21.6 13.8 -16.7 2.6 1.5 7.5
Kernel Holding S.A. 15.3 4.5 14.0 7.9 26.3 -2.4
KSG Agro S.A. -2.8 -2.3 -273.8 -16.3 75.5 0.9
Return On Capital Employed (ROCE)
Ovostar Union N.V. 20.3 14.4 -15.4 1.3 1.7 7.9
Kernel Holding S.A. 15.5 8.0 13.6 12.3 25.3 24.4
KSG Agro S.A. 66.3 11.3 24.5 14.1 21.8 6.7
Source: calculated by the authors based on the financial statements of companies
Table 3
Dynamics of financial sustainability of agricultural companies
Company | 2007 | 2018 | 2019 | 2020 [ 2021 | 2022
Debt Equity Ratio
Ovostar Union N.V. 0.13 0.07 0.09 0.10 0.12 0.13
Kernel Holding S.A. 0.55 0.63 0.56 0.89 0.72 1.15
KSG Agro S.A. -3.89 -3.44 -14.05 -4.35 1.42 -2.71
Long-term Debt to Capitalization
Ovostar Union N.V. 0.08 0.04 0.04 0.05 0.06 0.07
Kernel Holding S.A. 0.30 0.30 0.29 0.45 0.36 0.11
KSG Agro S.A. 2.28 2.95 1.14 1.42 0.53 2.88
Total Debt to Capitalization

Ovostar Union N.V. 0.12 0.07 0.08 0.09 0.11 0.12
Kernel Holding S.A. 0.36 0.39 0.36 0.47 0.42 0.53
KSG Agro S.A. 1.35 1.41 1.08 1.30 0.59 1.58

Source: calculated by the authors based on the financial statements of companies

the highest indicators of this indicator, which indicates
the prevalence of liabilities over the company’s capital,
threatening its ability to pay dividends and develop steadily.

The financial indicators of agricultural companies play a
key role in the processes of managing market capitalization
and determining stock prices. Market capitalization, which
is the main stock market indicator, acts as a measure of
investors’ response to a company’s business reputation,
reflecting its attractiveness as a potential source of
dividend income [8]. This indicator not only reflects the
current investment attractiveness, but is also an important
benchmark for assessing the long-term development
prospects of a company. On the other hand, the level of
capitalization of other companies shows how effectively
they are able to increase their capital, which is used not
only to cover current expenses but also to finance strategic
initiatives and expand their business. The dynamics of
the market capitalization of public corporate agricultural
enterprises in 2017-2022 decreased significantly in general
(Figure 2).

Among the studied companies, according to the data
presented in Figure 2, Kernel Holding S.A. had the largest
market capitalization, although this company suffered
significant market value losses in 2022 compared to
2021 (75.3 percent). The main factors behind the decline
in the market capitalization of agricultural companies

20

in Ukraine are closely related to the degradation of the
investment environment. The key reasons include the
war in the country, insufficient protection of investors’
rights, lack of transparency in business operations, and
overvaluation of assets at the stage of their initial public
offering. These factors not only cause economic losses
for corporations and reputational damage, but also limit
the inflow of significant investments needed for strategic
development. In addition, they contribute to the further
aggravation of the investment crisis in the country, as they
form a negative perception of Ukraine among institutional
investors as a place to allocate capital.

The main factors that determine the market
capitalization of a company are the number of shares
traded on the stock exchange and their market price
(closing price). Kernel conducted an IPO and began listing
its shares on the Warsaw Stock Exchange in 2007, and as
of the end of 2021, the company’s market capitalization
was approximately USD 1.170 million. Figure 3 shows the
summary data on the movement of Kernel’s share prices by
quarters during 2011-2021.

We can see that the share price of Kernel was at its peak
in early 2011 and was at the level of 27.47 USD per 1 share
as of the end of Q2 2011 in Fig. 3. From mid-2011 to the
end of 2012, the share price was in a horizontal trend with
alternating upward and downward fluctuations. In 2013 and
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Figure 2. Market capitalization of agricultural companies, USD million*

*Converted into USD at the NBU exchange rate.

Source: calculated by the authors based on data from agro-industrial companies and stock exchanges
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Figure 3. Dynamics of changes in Kernel’s share price in 2017-2022
Source: compiled by the authors based on the data https://www.investing.com

2014, the share price declined under the influence of the
unstable economic and political situation in the country,
which led to the devaluation of the national currency.
In 2015-2017, the price increased from approximately
USD 8 per share to approximately USD 18 per share.
USD per 1 share to approximately USD 18 per 1 share. After
that, there was another decline, which reached its lowest
point at the end of 2019, and as of the end of 2021, the
price of Kernel’s shares was at the level of approximately
USD 14.5 per share.

Management of the capitalization of agro-industrial
companies involves a targeted impact on the formation of
the resource base, optimization of the structure of funding
sources, analysis of factors influencing the market value and
their further consideration in decision-making to achieve
the company’s strategic goals [15]. An important indicator
of the formation and dynamics of market capitalization
of enterprises is stock indices, which reflect the weighted
average prices of selected companies [5]. At the same time,
allowing to invest in a set of companies at the same time,
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which is the basis of risk diversification, the availability of
indices increases the overall level of investment activity,
which helps enterprises to attract additional capital and
increase their market capitalization.

Changes in share price can be caused by various
internal and external factors, depending on their perception
and reaction to them by trading participants on the stock
exchange. Internal factors are mostly controlled and can
be optimized by the company to increase the current
economic benefits received by security holders in the form
of an increase in the book value of equity through retained
earnings or in the form of dividends.

External factors are weakly controlled by an individual
company and are shaped by macroeconomic conditions,
including economic growth rates, the overall industrial
production index and by industry, inflation, interest rates
of the issuer of monetary units, world oil prices, currency
exchange rates, and other indicators. In the context of
agricultural companies, we also consider the value of
agricultural land to be a factor that may affect the share
price. In Ukraine, the Law «On Amendments to Certain
Legislative Acts of Ukraine on the Turnover of Agricultural
Land» came into force on July 1, 2021. This legislative
act lifted the moratorium on the sale of agricultural land.
As a result, market mechanisms will be able to provide
an objective assessment of the value of land that can be
acquired by business entities and, in the event of changes
in the land market, shareholders will also be able to assess
these changes accordingly. However, it is worth noting
that in the short timeframe that has passed since the land
market was opened, it is difficult to objectively assess the
extent of the impact on the value of shares of agricultural
companies.

A serious problem for the vast majority of publicly
traded corporate agricultural enterprises is the overvalued
book value of their shares, which after the initial public
offering has significant differences from the market value
[10]. On the one hand, investors can buy shares of such
companies at a discount, but only if there are prospects
for future growth. However, such a prospect is uncertain,
as negative macroeconomic factors and the deterioration
of the financial condition of companies indicate a lack
of prerequisites for stock market growth, and thus make
companies unattractive for investment. A particularly

negative aspect is the negative values of the price/book
value ratio, which means de facto a negative value of
shareholder capital formed by the excess of liabilities over
assets of the company.

The growth of the market capitalization of corporate
agricultural companies is positively influenced by the
increase in demand for agricultural products in foreign
markets and foreign exchange earnings in the country,
concentration of shares in the hands of effective owners
who focus on the strategic development of companies,
investments in the modernization of production facilities,
and expansion of the product range [6].

Conclusions. Ensuring a sufficient level of
capitalization should be only an intermediate goal of rural
development, since the consequences are much more
important. Thus, the consequences of a sufficient level
of capitalization may include: increasing the capacity of
the enterprises themselves, financing and development
of social and community projects, environmental safety,
achieving sustainable development of local areas, etc. In
this context, taking into account the achieved level and
strategic goals within the framework of the European
community’s rural development policy, the key priorities
for Ukraine should be: support for new knowledge, skills,
green technologies; stimulation of social innovations;
development of local potential, diversification of the rural
economy, development of local markets and jobs, etc.

Thus, the study determined that the level of capitalization
of agro-industrial companies in Ukraine is determined on
the basis of a dual approach: the capitalization of agro-
industrial companies is set by the market valuation of shares
listed on world stock exchanges, and the capitalization of
other agro-industrial companies is set by the value of asset
growth. In general, it was found that the agricultural sector
of Ukraine showed moderate growth trends in 2017-2021,
according to the vast majority of key parameters, and the
dynamics of capitalization rates can be a key factor in the
development of rural areas, but due to russian aggression,
the above trends decreased in 2022.

Prospects for further developments in this research
topic should include an in-depth study of the market
capitalization of leading agricultural companies, as well
as identifying the main factors of its growth, which will
contribute to the growth of the country's economy as a whole.
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