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As a result of the study, it was determined that global challenges
and risks hinder the development of trade and economic coopera-
tion between countries. For Ukraine, which has been influenced by
(7 661 Ha nNucana which has faced geopolitical challenges) geopoliti-
cal challenges, the development of partnership with the countries of
North America, recognized global economy leaders, is essential in
terms of realizing national interests and defending state sovereign-
ty. From the ability of Ukraine to anticipate and minimize the effects
of negative exogenous, through methods of economic diplomacy,
and especially endogenous factors, to isolate their components and
identify trends, turning the challenges into opportunities, will de-
pend on the country's economic growth and increased efficiency of
trade and economic cooperation. The purpose of the article is to
assess the impact of global risks on the formation and implementa-
tion of trade and economic cooperation between Ukraine and the
countries of North America on the basis of methodological ap-
proaches of leading international economic institutions and organi-
zations. Critical for its possible consequences for Ukraine is the
protectionist US global policy, cyberattacks, disinvestment of capital
due to political instability, multi-directional integration intentions
and steps, changes in global flows of goods and capital. The meth-
ods of scientific research that were used to achieve the goal and to
solve the tasks of the article are the following: systematic structural
analysis of economic processes and phenomena, method of quanti-
tative and qualitative comparisons, table method of calculating the
degree of risks influence. The scientific novelty of the results ob-
tained is the study of the implementation of Ukraine's trade policy in
relation to the countries of North America in the context of the need
for its adjustment in view of the vulnerability to the influence of
factors exogenous in nature. These exogenous factors are charac-
terized by their division into global challenges and risks. The issue
that was also covered in the study is which of the parties to trade
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cooperation will be more affected by external factors. It is substanti-
ated that the fall in prices for food and metallurgical products, the
appreciation of the dollar, which stimulates the growth of imports of
North American countries, the inter-state conflict in eastern Ukraine
have less impact on cooperation with the countries of North America
than changes in the structure of the World economy, the initiative of
the president of the United States "to turn back" business and pro-
duction from abroad to the country and inconsistency of the current
structure of industrial production in Ukraine with modern require-
ments of technological multifacetedness.

INTRODUCTION

In a context of increasing globalization of the world economy and trade relations, global risks
are beginning to play an increasingly important role. Global challenges and risks undeniably ham-
per the development of trade and economic cooperation between countries. They have a much
greater impact than endogenous factors, but both groups of factors can significantly reduce the
effectiveness of trade cooperation or make it a hindrance at all, and their effect must be taken into
account (Sulkowski, 2017a). Ukraine, as a developing country, is more affected by global factors,
which it is incapable of opposing, compared with its partners, the world's economic leaders. Work-
ing with global economic leaders such as the United States and Canada, each country should take
into account the growing impact of global challenges and risks on trade and economic interaction.
From the country's ability to anticipate and minimize the effects of negative exogenous factors
through methods of economic diplomacy and endogenous factors, to isolate their components and
identify trends, turning challenges into opportunities, will depend on the country's economic growth
and increased efficiency of trade and economic cooperation.

1. ANALYSIS OF PUBLICATIONS AND THE RESEARCH PURPOSE

The problems of risk management, the peculiarities of which comprehension are determined
by the main conceptual approaches to the understanding of the global economy and the negative
effects of globalization, are considered in the researches of O. Gavrilyuk, S.Gasanov,
V. Kalyuzhnikov, V. Konovalov, V. Lukin, T. Musienko, G. Mentel, T. Kacerauskas and many others.
However, the issue of the impact of both global risks and global challenges on Ukraine's bilateral
trade relations with the countries of North America has not received much attention oa the scien-
tific community at present. Therefore, this issue requirei a more detailed study.

The purpose of the study is to characterize existing global risks for economic cooperation be-
tween countries and to assess their impact on the further development of trade relations of
Ukraine with representatives of the North American region.

2. RESEARCH FINDINGS

The views of domestic scientists in relation to global risks could be divided into two groups:
some of scientists take the WEF approach on global risks (Abbasova and Kalachova, 2016), while
others put forward their own assumptions, — but in any case they agree on content, because they
are based on an objective analysis of current realities (Halim et al., 2017). O.M. Tulub translates
the global risks described in the WEF report into current processes in Ukraine. The natural risks are
recognized as greatest global ones (climate change, water disasters, etc.). For Ukraine, the impact
of natural global risks is not quite noticeable due to the good geographical location. Consequently,
there are no significant destabilizers of a natural essence for the economic sphere in Ukraine.
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Only during last year, mass cases of data fraud and theft entered the group of five main risks,
while the risk of an interstate conflict with regional implications disappeared. On a global scale, the
latter risk is actually less likely according to the forecast for 2017, but for Ukraine it is still the
number one geopolitical issue, which could be considered as a rather significant destructive factor
for the economy. The positive trend is that over the past 4 years, cyberattacks are less likely, but
statistics show that for Ukraine, this risk is only gaining power (Global trends 2030: Alternative
worlds, p. 33], and there are many examples of it. So, in 2015, a cyberattack on energy companies
of Ukraine had place. The consumers of "Prykarpattyaoblenergo" suffered the most. The attack was
performed through the use of the BlackEnergy Trojan program. At the same time, Cherniv-
tsioblenergo and Kyivoblenergo experienced synchronized attacks, but with lesser consequences.
In 2016, a hacker attack on government sites (the State Treasury of Ukraine) and internal net-
works of state bodies was fixed, which led to large-scale delays in budget payments.

Starting from 2012, the technological risks are increasing due to the entry of the world eco-
nomic community into a new technological and digital space, which requires from its participants
completely new approaches of management. Under the influence of these risks by 2030 Ukraine's
economy will be undergoing major changes: the innovations of robotics, autonomous transport,
artificial intelligence, machine learning, biotechnology and genomics. More than 35% of the skills a
workforce has today will be changed. Some jobs will disappear, substituted by some that do not
exist now. Consequently, the aforementioned risks from the technological sphere will generate
personnel, social, and information risks at the micro level (Havryliuk, 2014, p. 37), which in turn, will
affect the trade and economic relations of the countries (Vosta, et al., 2016). Moreover, there is an
issue of EU membership to which Ukraine aspires. The example of other countries of Central and
Eastern Europe can be used in the case of Ukraine (Jiroudkova et al. 2015; Strielkowski and
Hdschle, 2016).

In his work O.V. Gavrilyuk uses the notion of "external risks". The main external risks for
Ukraine include the slow recovery of the world economy, the escalation of the Ukrainian-Russian
conflict, the breakdown of trade and economic ties with Russia (and the loss of its markets), the
recession of the economy through the imposition of sanctions by other countries, the further com-
plication of foreign economic relations with the member states of the Customs Union, the curtail-
ment of investment plans by foreign companies (or their postponement to the future), massive
deinvestment of capital through political instability, external finance deficit and the increase in
external borrowing costs for Ukrainian corporations.

The slowing down of economic development and the large-scale corporate debt of China is the
traditional threat and danger to the global space in general and the economy of Ukraine, in particu-
lar. The second largest production economy in the world is so dependent on the export of products,
that even a small deviation of its growth from the forecast indicators influences the pace of world
dynamics (Sulkowski 2017b). For Ukraine, the main risks related to this area are linked to the de-
crease in the possibility of getting cheap loans, the lack of Chinese investment into the introduc-
tion of energy saving technologies, the impossibility to develope (or to prolonger the life cycle of)
high technologies in the system industries, the closeness of China's huge market for domestic
goods .

0. Razumkov, the Ukrainian Center for Economic and Political Studies, highlights global chal-
lenges and risks that have a significant impact on Ukraine's economy in the short- to medium-term
period (Figure 1).

At the moment, Ukraine's economic model is a small open economy that is vulnerable to inter-
national price volatility and trade conditions, which it can not influence and therefore is completely
dependent on their influence. Due to the insufficient competitiveness, Ukraine supplies mainly
commodities and goods with low value added to the world market, and therefore significantly de-
pends on the current trade conditions (Strielkowski and Weyskrabova, 2014). Moreover, in the pro-
cess of cooperation with the countries of North America, Ukraine is influenced by both endogenous
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and exogenous factors, therefore, we will try to determine on which of them trade-economic inter-

action is more dependent (Table 1).

Figure 1. Medium- and short-term global risks for the Ukrainian economy and international trade

<

chains;

Changes 1 the structure of the global economy (due to the declared
intentions of the United States, the launch of the Brexit process) and the
clobal redistribution of business activity and the formation of value added

—Dedicated mtegration intentions and steps;

economic entities:

Changes m global tlows of goods and capital. formation of new trade and

mternational trade
Il

Transformation 1 the currency, consumer and commodity markets, thej
search for new competitive niches and the use of up-to-date tools for
supporting and promoting economic growth and development.

Global risks for the Ukramian economy and

Source: constructed by the authors on the basis of Piankova, 2015, p. 5.

Table 1. Endogenous and exogenous factors of influence on trade and economic cooperation of

Ukraine with the countries of North America

Endogenous factors

Exogenous factors

1. The presence of a military conflict in the east
of the country

1. Protective global trade policy

2. Internal political instability

2. US political divergence

3. Low competitiveness of products (mainly raw
materials)

3. The increase of the US Federal Reserve's interest
rate along with the unchanged rate of central banks
of other developed countries

4. Non-certification of most export goods

4. The initiative of the US president to "return" busi-
ness and production from abroad to the country

5. Low level of protection of intellectual property
rights in the country

5. Unfavorable conditions on prices on world markets

6. Slow pace of privatization of state-owned en-
terprises

6. Global structural changes: the emergence of new
industries, productions, countries-technological lead-
ers

7. Incomplete VAT administration procedure

7. Difference between digital and primary data, which
makes forecasting impossible

8. The ineffectiveness of the customs clearance
procedure

8. Cyberattacks

9. Deinvestment due to political instability |

10. Diligent integration intentions and steps |

11. Changes in global flows of goods and capital

Source: compiled by authors based on their own research.

Therefore, comparing the non-exhaustive list of internal and external factors impacting the
trade and economic cooperation of Ukraine with the countries of North America, we conclude that
exogenous factors play the most important role, because when a developing country cooperates
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with global leaders such as the United States and Canada, it become dependent on its policies and
actions. Taking into account difference between the concepts of “challenge” and “risk” it is appro-
priate to distinguish between external factors which are global challenges and that which are glob-
al risks (Table 2).

Table 2. Classification of trade challenges and risks in trade and economic cooperation of Ukraine
with the countries of North America

Global Challenges Global Risks

Falling prices for food and metallurgical products; | The United States and Canada's Protective Global
Trade Policy;

The Federal Reserve's increase in interest rates by
increasing the pressure on emerging market econ-
omies (including Ukraine);

Interstate conflict in the east of Ukraine, which | 3. Permanent economic difficulties and growing
affected the volumes and structure of exports | disappointment in government policy and corruption

Dollar appreciation, stimulating the growth of
imports of North American countries;

(especially of the metallurgical industry); led to the collapse of the political regime, with the
probability that the situation will repeat;

Cyberattacks (especially interference into the Increase in the level of structural unemployment as

presidential election process and the work of a result of automatization of the work process;

energy companies);
Search for new competitive niches and the use of | Changes in the structure of the world economy as a
updated tools for supporting and promoting eco- | result of the declared US intentions and global redis-
nomic growth and development; tribution of business activity, the formation of value
added chains;

Massive deinvestment due to political instability, | USA President's initiative "to return" business and
lack of external financing and increase of the cost | production from abroad to the country, which, in
of external borrowing for Ukrainian corporations; addition to strengthening the structure of domestic
production, will allow to increase commaodity exports
as well;

Inconsistency of the current structure of industrial
Ecologization of the world economy. production in Ukraine and modern requirements of
technological multifacetedness.

Source: compiled by authors based on their own research.

In addition, among global risks one distinguishes “Joker” (events with very low probability of
occurrence and very serious consequences). Examples include the terrorist attack in the US in Sep-
tember 2001, or the joker of national scale- the occupation of the Autonomous Republic of Crimea
and the loss of control over the territories in the east of Ukraine. However, it should be noted that
there are currently no global risks of such magnitude in trade and economic relations between
Ukraine and the USA and Canada. In conditions of enhanced influence of these factors, it is im-
portant to timely identify and minimize them. While Ukraine, as a developing country, could not
affecte global risks, then most of the challenges can be prevented if in timely manner, and preven-
tive measures can be implemented. Exogenous factors are also difficult to manage, but their ac-
tions may be limited with the help of methods of economic diplomacy. Endogenous factors, on the
contrary, can and must be minimized through the deliberate sequential actions of government.

Most of the global challenges and risks listed above belong to the groups of economic and ge-
opolitical risks and require a more detailed consideration. The trade protectionist policy that the US
uses to a greater extent than Canada, is negatively hindering positive global interaction, rather
than encouraging it, with enormous consequences for global supply chains and customer net-
works. Being largely hidden, it creates big problems for global business, including Ukrainian one.
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Among the factors of global influence one of the most important roles belongs to the new eco-
nomic policy of the United States. It aims to foster the development of the national economy by
increasing fiscal stimulus and the Federal Reserve's (FRS) interest rate. Thus, the US President
initiated systemic fiscal changes of short- and medium-term character. First of all, within the
framework of the fiscal reform, there is a significant reduction of the taxes on personal income,
corporate taxes (including the aim to increase the level of investments), the expansion of funding
for large infrastructure projects, and broad measures of deregulation. The aforementioned fiscal
easing has expected to lead to a steady increase in stock prices and the dollar strengthening ob-
served in 2017. An increase in the interest rate will also stimulate a rise in the yield on world mar-
ket borrowings, which means an increase in loan rates, especially for countries with unstable insti-
tutions and economies, Ukraine belongs to. In these conditions, it is probable that the debt burden
will increase, which will complicate the task of ensuring macroeconomic and macrofinancial stabil-
ity within the country.

From above, one additional global risk is associated with the US dollar exchange rate. For
countries whose national currencies are linked to the dollar, its appreciation may lead to the dete-
rioration of competitive conditions, especially in case of high inflation rates (which will lead to an
increase in the real effective exchange rate), which will be particularly painful if trade conditions
worsen for Ukraine as a developing country. The high dollar exchange rate will stimulate the growth
of US and Canadian imports, which, given the negative foreign trade balance with both countries,
will only increase already existing imbalance.

Among the important initiatives that can affect global commodity and financial flows, the United
States Government's initiative is to "turn" the business and production from abroad into the country,
which, in addition to strengthening the structure of domestic production, will allow the growth of com-
modity exports. At the same time, the “peak” effect of these initiatives, in case of their implementation,
will be achieved around 2019. This will become a significant factor of the flow of direct and portfolio
investments into the US markets, and, thus, significantly reduce investors' interest in unstable markets
of the emerging countries such as Ukraine. Nowadays, Ukraine already experiences a postponed de-
mand from the North American countries due to its internal instability. Therefore, in order to minimize
the impact of this risk, it is advisable for the state to make efforts to stabilize its own business climate by
improving the protection of intellectual property rights, tax administration, speeding up the customs
clearance procedure and resolving geopolitical issues. However, the demand for products from the third
countries, which were used in or were part of export production oriented on the United States and Cana-
da, can be possibly shrinking. Regarding this Ukraine, as one of the least competitive countries in Eu-
rope, may experience significant export losses (Moroz at al., 2017).

As you know, the current structure of industrial production of Ukraine does not meet the modern re-
quirements of technological multifaceted, which is compensated by the import of high technological
products, and which, accordingly, negatively affects the reproductive potential of the domestic economy.
The USA and Canada (as one of the major investors according to the structure of FDI to Ukraine ) export
more than 20% of the products of the fifth technological mode and almost twice ahead of other devel-
oped and developing countries. Moreover, for example, the Republic of Korea and Singapore export
almost 50% of the products of the fifth technological mode and 80% of the fourth and fifth modes to-
gether. This challenge is particularly relevant in a situation when Ukraine tries to eliminate the export of
raw materials and to increase the volume of high value-added products aimed at export from the coun-
try. For this purpose, it is important to make efforts directed on increase in the level of funding of existing
scientific and technical developments within the country and to initiate the development of joint high
technology projects with foreign partners, the creation of technology parks, technopolises, incubators,
that is, to initiate the process of innovative development of enterprises with foreign investments.

Another risk noted by the Ministry of Economic Development and Trade, among others, is the
unfavorable price conditions in world markets. Currently, Ukraine has an unfavorable price con-
juncture for metal products, ores and some agricultural products, which are the main commodity
groups in the trade of Ukraine with the North American countries. Therefore, while there is an in-
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crease in physical volumes of exports in the range of 2%, it is not observed in its total value, thus,
in monetary terms there is a reduction in exports.

Ecologization of the world economy at this stage of cooperation can be considered as chal-
lenge, because international trade in organic products, raising the level of international standards
of safety of goods, packaging products in materials that do not harm the environment is a global
trend that carries additional opportunities, including those for Ukrainian exporters. At present, do-
mestic organic agricultural products are in great demand on the markets of European countries. In
addition, more than 70% of organic products in Ukraine are certified. So the challenge is whether it
will take a decent place among competitors in the North American market under the conditions of
the great potential of this market. To do this, it is necessary to take a free niche in the markets of
the USA and Canada in advance, to further increase the level of competitiveness of the national
product and to gradually increase the number of certified products

It is worth attention that according to Global trends 2030: Alternative worlds (The Global Risks Re-
port 2017), the US will gradually lose the position of the world's economic leader by 2030. The American
public will no longer be interested in supporting the burden of global leadership, so it will be interested in
building the "Fortress" of America . In this case, the North American direction for Ukraine will become less
promising, but at the same time, taking into account significant foreign trade volumes in the conditions of
effective implementation of reforms in the areas of protection of intellectual property rights, privatization,
administration of VAT and customs formalities, the conclusion of a free trade agreement will be possible.

In addition, according to macroeconomic forecasts, the transition of any country's economy to a re-
cession at the end of 2016-2017 may lead to a wave of capital outflows, declines on commodity markets,
reduced world consumption, and restrictions in global trade (Tulub, 2017). In these circumstances, the
United States acts as a risk area. If this really happens, Ukraine as an exporter, on the contrary, will be
under severe pressure due to America's lobbying its own trade interests with higher tariffs and non-tariff
barriers, which will inevitably be accompanied by a drop in exports and imports.

We consider it expedient to find out which side of trade and economic cooperation is more affected
by global risks (Table 3). As already mentioned, Ukraine does not suffer from climate risk due to its good
geographical location, and the technological and social impact is not important in the context of coopera-
tion with the United States and Canada. However, economic and geopolitical risks exceed the other three
risk groups by the size of their losses. As a weighting factor for a table we use the degree of priority de-
fined by the WEF in the Global Risk Report: accordingly, the biggest priority has weight 0.3 (climatic), the
least priority - 0.1 (social), the difference between weights is 0.05 so that they sum up to 1. The ratings
for the counterparties are defined according to the reports on national risks, differencing by the degree of
threat to the national economy and trade policy: from 1 - the least threatening to 5 - the most threaten-
ing. Consequently, after summarizing the obtained estimates, it becomes possible to compare the impact
of groups of global risks on countries.

Table 3. Table method for calculating the impact of global risks on Ukraine and the countries of
North America

. . Ukraine North America
Group of risks Weight factor Rating Weighted score Rating Weighted score
Climatic 0.3 1 0.3 3 0.9
Geopolitical 0.25 5 1.25 1 0.25
Technological 0.2 3 0.6 4 0.8
Economic 0.15 4 0.6 2 0.3
Social 0.1 2 0.2 5 0.5

Total score 2.95 2.75

Source: compiled by authors on the basis of their own calculations.
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The total impact assessment for the Ukrainian economy (2.95 points) exceeds North American (2.75
points). Therefore, Ukraine, as a developing country, is more exposed to global risks than North America,
because domestic products are not sufficiently competitive in the market, and the level of protection of
Ukrainian markets is relatively weak to counteract this effect.

CONCLUSIONS

The current global challenges Ukraine faces in relation to cooperation with the United States and
Canada include falling prices for food and steel products, rising dollar exchange rates, cyberattacks, find-
ing new competitive niches, and environmentalizing the global economy. The main challenges are: the
protectionist trade policy of the United States and Canada, the increase in US Federal Reserve interest
rates, the initiative of the US president to "return" business and production to UA from abroad, the incon-
sistency of the current structure of industrial production in Ukraine and modern requirements of techno-
logical multifacetedness, etc.

Currently, the country's most dangerous risks are geopolitical and economic ones associated with the
weakening of export potential and weak inclusion into new competitive environments, deterioration of
trade and balance of payments, detachment from global integration and infrastructure projects, and weak
sources of fiscal and foreign trade deficits financing.
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