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1 GENERAL INFORMATION
Fast facts
Population:
Capital:

The Republic of Armenia
2 .9 mln (as of April 1,2018)
Yerevan

Area1:
Major languages:

29.743 sq. km (11.5 sq. miles)
Armenian (native), Russian, fast spreading English

Major religion:
Life expectancy:
Monetary unit:

Christianity
71.6 years (men), 78.3 years (women)
Armenian dram (AMD)

Exchange rate

Average for 2017: 482.7 AMD/USD
As of June 1, 2018: 482.86 AMD/USD

Main exports:

GDP, current USD
GDP per capita, PPP:

Copper ore, cigarette produce, brandy, precious and nonprecious metals, diamonds, textile produce, electricity,
foodstuff
Continental. Foreign court decisions can be enforced based on
the principle of reciprocity, and foreign arbitral award can be
enforced based on the New York Convention on Recognition
and Enforcement of Arbitral Awards.
11,537 million USD (2017)
9,647 (current international $, 2017)

Internet domain:
International dialing code:

.am
+374

Full name:

System of law

Sovereign Country Ratings
Moody’s
Fitch (long-term IDRs)

B1, positive (March 9, 2018)
B+, positive (June 15, 2018)

Armenia’s stand in international rankings
Ease of Doing Business (The World Bank):
Index of Economic Freedom (Heritage Foundation):
Human Capital Index (World Economic Forum):
Global Competitiveness Index (World Economic Forum):

1 The

47 (Rank, 2018,
countries)
44 (Rank, 2018,
countries)
49 (Rank, 2017,
countries)
70 (Rank, 2018,
countries)

out of 190
out of 180
out of 130
out of 140

territory of the Artsakh Republic is 12 thousand km2
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1.1.

GEOGRAPHY AND NATURAL RESOURCES

The Republic of Armenia is located at the crossroads of Europe and Asia in the northeast of Asia
Minor (Armenian Plateau), bordering Azerbaijan, Iran, Turkey and Georgia. With an area of 29,800
square kilometers, the country is about the size of
Belgium or Maryland.
The capital city, Yerevan, lies on the Hrazdan River, and is
home to some 1.1million people. The next three largest
cities are Gyumri (pop. 118,000), Vanadzor (pop. 82,800)
and Echmiadzin (pop. 46,800). Echmiadzin, located some
15 kilometers west of Yerevan, is the seat of the
patriarchate of the Armenian Apostolic Church.
The majority of Armenia is mountainous (about 2,000
meters above sea level). One-third of territory is
pastureland. Forest and woodland cover 12 percent of the
country, arid land - some 18 percent, and permanent
crops cover 3 percent. The highest elevation is 4,095
meters (Mt. Aragats) and the lowest point is 400 meters
above sea level (Debed River). One of the largest
mountain lakes in the world, Lake Sevan, is about 2,000
meters above sea level.
The climate in Armenia is continental, with lower temperatures and more precipitation in higher
elevations. In the central plateau temperature varies widely with cold winters and hot summers.
Armenian mountains are rich in iron, molybdenum, gold, lead, silver, clay, limestone, as well as
semi-precious and ornamental stones. Armenia possesses strategic deposits of molybdenum.

1.2.

POPULATION

According to official statistics, Armenia's population is 2.9 million. Ethnically, Armenia is
homogeneous country with 95% Armenians. After the collapse of Soviet Union, many Armenians
left the country. Though the migration was declining until 2008, the trend has reversed since the
global economic crisis. After the velvet revolution in the spring of 2018, the migration is believed
to have declined due to the positive expectations in the country.
Labor Force
The total labor force2 was 1.2 million in 2017. Many working age Armenians migrate mostly to
Russia as migrant workers.
The official unemployment rate was 17.8% at the end of 2017. The labor participation ratio
comprised 60.9% in 20173.

2
3

Includes economically active population.
The labor participation ratio is the share of economically active population in total labor resources.
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Armenian Diaspora
The Armenian Diaspora, estimated at around 10 million people, is spread in over 85 countries with
major concentrations in Russia (2.5 million), United Sates (1.5 million), France (0.45 million) and
Georgia (0.25 million). In the beginning of the 1990s, the Armenian Diaspora played a crucial role in
the process of rebuilding the homeland after the collapse of the Soviet Union, transportation blockade,
power shortage and conflict with Azerbaijan. Beyond the humanitarian, devel opment work and
political support, the Diaspora played an active role in attracting foreign investments through
leveraging its potential to attract global companies such as HSBC, Coca-Cola, Marriott, Hyatt, KPMG,
National Instruments, Synopsis. Moreover, since 2000s the Diaspora’s involvement considerably
increased by various investments in different sectors of economy through the businesses
established/co-established by Diaspora Armenians. Russia, USA, Argentina and Iran are the leading
countries in terms of sources of Diaspora investments.
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1.3.
Education

EDUCATION AND SCIENCE
Armenia positions education as a national asset, and growing

pipeline of first-class and innovative initiatives shape promising
Education continues to be one of the key values
future talent
in Armenian society. Armenia capitalizes on the
Armenia ranks 49th by Human Capital Index among 130 countries
many advantages in its education sector: high
(WEF, 2017)
levels of literacy and enrollment in higher
•
Secondary education enrolment rate: 86%
education, rich scientific heritage and research
•
12-yea r compulsory a nd free general education from 2017
infrastructure, motivated youth and a growing
onwa rds
pipeline of first-class and innovative initiatives.
•
Adul t l iteracy ra te: 99.7%
•
Terti a ry education enrolment ra te: 51.1%
Armenia has relatively high rates of enrollment
in education: close to 100% in the secondary
Initiatives
level, and 51% in the tertiary level (as of 2016).
UWC Dilijan College
Pa rt of the world-renowned United World College (UWC) offering
About 81,700 students are enrolled in 63 state
IB Di ploma Program.
and private universities. Eight of the
The only UWC School i n Eurasia stretching from Bosnia a nd
universities are foreign-affiliated. American,
Herzegovi na to India, ma king Armenia regional center of fine
s chooling.
European, French and Slavonic universities
Introduction Robotics classes in schools
provide local yet internationalized education,
Robotics courses ta ught at s chools - design and testing of robots,
with wide partner networks and effectively
res earch a nd l earning projects.
match the needs of the Armenian economy.
Armath Engineering Laboratories operate i n 220 public schools,
to i mprove the technical education base of Armenia a nd to
Armenia delivers competitive higher education
prepa re the professional workforce with a technical education.
in the fields of information technology,
Chess
medicine and selected engineering disciplines
Armeni a is the first country i n the world that has i ntroduced chess
(architecture, construction). There are around
a s a mandatory cl ass in the primary s chool.
TUMO Center for Creative Technologies
3,800 foreign students studying at Armenian
Innovative digital media l earning center first opened in Yerevan,
higher educational institutions.
then s pread to Dilijan, Gyumri a nd Stepanakert. Provi ding
Current intensive state reforms and
thousands of teenagers an open environment where they l earn
from professionals and apply l atest digital technologies.
internationally-backed initiatives effectively
SMART Center in Lori
deliver structural and content improvements in
Ini tiative for a dva ncement of rural population, created by
both general and higher educational segments.
Chi l dren of Armenia Fund (COAF). Accessible to 250,000 people in
Armenia officially joined the Bologna process in
Lori , i t provi des a place and space for designing, i nnovation, a nd
producing.
2005. Subsequently, reforms in higher
education have been successfully undertaken.
Strong development trends shape the
education sector of Armenia. There is a
growing volume of international contacts and
escalated
collaboration
between
the
universities and private sector (particularly in
the IT sector). In the last years, new initiatives
which have introduced modern technologies and educational methods for enhancing human capital
include educational centers of Synopsis at leading Armenian higher educational institutions (HEIs),
Armenian National Engineering Laboratories, Microsoft Innovation Centre, mLab (first Regional Mobile
Application Laboratory for Eastern Europe, South Caucasus, and Central Asia), Gyumri and Vanadzor
Technology Centres, IBM Innovative Solutions and Technologies Centre.
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Science
Armenia has been an extensive scientific and
research powerhouse in high-tech industries since
Soviet times. Known as Silicon Valley of Soviet
Union, Armenia has always had its footprint in
global technological landscape. Unfortunately, it
lost significant assets and competencies in the
transition period and currently struggles to regain
its edge in selected disciplines.

Initiatives
• Since 2009 Global Award of the President of the Republic of
Armenia for Outstanding Contribution to Humanity through
IT (Global IT Award) – Laureates: Craig R. Barrett (INTEL),
Steve Wozniak (Apple), Tsugio Makimoto (Hitachi
Company) etc.
• Technoparks with modern research facilities in Yerevan and
2 large cities.
• Special Free Economic Zone for hosting R&D and high tech
businesses in the Center of Yerevan.
• State-of-art educational and research facilities at leading
universities in cooperation with leading technology
companies:
− Armenian National Engineering Laboratories
(National Instruments, USA)
− Microsoft Innovation Center (USA)
− IBM Innovative Solutions and Technologies Center
(IBM, USA)
− Regional Mobile Application Laboratories ECA
(Nokia, Finland)
− Department of Microelectronics (Synopsis, USA)
• Mega projects (CANDLE, Regional Centre of Excellence in
Oncology) in applied science and innovation underway with
potential of regional exposure.
• Engineering city in Bagrevand (adjacent to Yerevan), is a
$20 mln project. It’s 3 ha area is designed to host individual
buildings of 35-50 companies, state of the art laboratories
and equipment.

The National Academy of Sciences of the Republic
of Armenia (RA) is a network of 34 research
institutes – 5 scientific divisions including
Mathematical and Technical Sciences, Physics and
Astrophysics, Natural Sciences and Chemistry and
Earth Sciences. There are several state and private
HEIs, which deliver engineering courses (including in
English).
While the science funding is comparatively low,
Armenia still manages to produce world-class
research output in few disciplines, particularly
physics.
Armenia produces globally competitive scientific
researches in physics and astronomy, ranking 40th
in the world by h-index value. In the period of 20112015, Armenian researchers published around 6000
articles in the top leading international scientific
journals. Around 45 percent of these articles were
physics and astronomy papers.
In 2017 Armenia ranked 57th in the world by the number of resident patent applications per million
population filed through Patent Cooperation Treaty (Global Competitiveness Report 2017-2018).
Recent significant scientific initiatives include CANDLE (state -of-art international research center in the
region based on 3.5 generation synchrotron light source), and the Regional Centre of Excellence in
Oncology.
Centre of Excellence of Applied Biology (2015) and Laboratory of Molecular Genetics (2017) have been
established at Yerevan State University (YSU).

1.4.

POLITICAL SYSTEM

A constitutional referendum was held in Armenia in December, 2015. The amendments have radically
changed the country’s political system, shifting from a semi-presidential to a parliamentary republic.
Under the new system, the prime minister is granted extended executive powers, including supreme
commandship of the armed forces during war, whereas the president becomes a ceremonial figure.
The ruling Republican Party won 58 of the 105 seats in the National Assembly as a result of
parliamentary elections held in April 2017. Two alliances (Way Out and Tsarukyan) and The Armenian
Revolutionary Federation (ARF) have also entered the Parliament.
In April, 2018 a peaceful movement started in the country, against Serzh Sargsyan being elected as a
Prime Minister according to the new Constitution which was meant to finalize the transformation of
the political system to parliamentary republic. The movement was led by Nikol Pashinyan, the leader
of Civil Contract political party (member of “Way Out Alliance” having 9 seats in the Parliament). This
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movement, later to be called “Velvet revolution”, led to resignation of Serzh Sargsyan and the
Republican majority of the Parliament voted in favor of Nikol Pashinyan to become the new Prime
Minister of Armenia in May, 2018. The new government was formed in coalition with two other
parties, its program envisages to hold new parliamentary elections within a year. The new PM initiated
a large scale campaign against corruption, privileges for special groups and wasteful public spending.
These initiatives are generally expected to create level playing field for businesses in the country and
substantially improve the business climate.

1.5.

GEOPOLITICAL ENVIRONMENT

The geopolitical situation around Armenia
Since its independence, Armenia has maintained a policy of
is greatly influenced by the interplay of
complementarism developing friendly relations both with the West
and Russia and Iran.
different interests of large global
geopolitical players. Russia, United States,
Armenia is a member of the major international organizations: IMF,
as well as European Union are very active
World Bank, WTO, OSCE, Council of Europe, UN, MIGA, ILO, WHO,
WIPO, INTERPOL, EBRD, ADB, IAEA, WTO, World Customs
in the region to maintain and increase
Organization, ITU etc.
their influence. Georgia is strongly pro-Armenia has been elected to and had a contribution to the works of
western, Azerbaijan is trying to play
UN's most important bodies such as the UN Economic and Social
between the West and Russia. Armenia in
Council, Commission on Crime Prevention and Criminal Justice, Human
Rights Council, Commission on the Status of Women, Committee for
recent years is increasing its ties with
Program and Coordination, Commission for Social Development,
Russia, especially in military and energy
Commission on Population and Development, Commission on
supply areas, while also maintaining good
International Trade Law, Statistical Commission and others.
Currently about 10 Armenians have high-rank positions in different UN
relations both with the US and EU.
agencies.
In January 2015, Armenia officially joined
Regional cooperation
the Eurasian Economic Union (EEU)
formed by Russia, Kazakhstan and
Armeni a traditionally has good relations with Iran a nd Georgia; and
th
the rel ations a nd economic cooperation wi th these countries are
Belarus. Kirgizstan is the 5 member
devel opi ng.
which joined the EEU after Armenia. For
Armeni a has vi sa free regime with both countries a nd free trade
Armenia, this entails free flows of
a greement wi th Georgia. There a re bi g a nd i nfluential Diaspora
communities i n both countries (i ncl udi ng pa rl i a ment members ).
commodities, services, labor and capital
Armeni a plays i mportant rol e i n regional cooperation especially in
within the area of the EEU.
tra ns port infrastructure a nd energy. The construction of North South
The US and Russian Federation have the
hi ghway a nd high voltage tra nsmission lines to Georgia and Iran will
ena bl e Armeni a bri dge Ira n wi th Georgi a a nd Rus s i a .
biggest embassies in Yerevan. Armenia
Armeni a is large el ectri ci ty producer a nd exporter i n the regi on.
was one of the largest recipients of US
assistance on per capita basis, which was
reduced
under
Pr.
Trump’s
administration.
Armenia and the EU officially signed the Comprehensive and Enhanced Partnership Agreement in
November, 2017. For Armenia, signing CEPA marks a substantial step toward developing western
democratic reforms and making its ties closer with the EU.
Armenia has good relations with Iran and Georgia, and economic cooperation with these countries
are developing. With the other two neighbors – Turkey and Azerbaijan, relations are tough. The
modern Turkey denies the Genocide of about 1.5 million Armenians committed by Ottoman Turkey in
1915-1923. Currently there are still no diplomatic relations with Turkey and the border is closed. In
the same time, there is substantial volume of trade through Georgia.
There are no diplomatic and trade relations with Azerbaijan too. The so-called Minsk Group of OSCE,
represented by the US, Russia and French diplomats is mediating the negotiations between the two
countries towards resolving the conflict between Armenia and Azerbaijan around Nagorno Karabagh,
the historical province of Artsakh of Armenia.
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1.6.

VISITOR INFORMATION

Airport
Zvartnots International airport is located at ~15 kilometers from the capital city Yerevan connecting
Armenia with the major destinations, including Moscow (~7 flights per day), UAE (~6 flights per week),
Vienna, Tbilisi, Kiev, Tehran, Paris, Istanbul, Athens, etc.
The airport has been extensively modernized in the 2000s. With the completion of the new terminals
"Zvartnots" International Airport can now serve 3.5 million passengers annually. Major airlines have
direct flights to Yerevan, such as Austrian Airlines, FlyDubai (UAE), LoT (Poland), Aeroflot (Russia),
Czech Airlines (Czech Republic), Germania (Germany), Qatar Airways, Brussels Airlines etc.
Taxis are available at the airport 7/24. A typical taxi ride from the airport to the center of Yerevan costs
AMD 2,000-4,000 (around USD 4-9).
Shirak International Airport is located in Gyumri and is foreseen to become hub for low -cost flights.
Starting December 2016 Russian low-cost airline Pobeda (a division of Aeroflot) operates flights from
Vnukovo airport in Moscow, St. Petersburg, Chelyabinsk and other Russian cities to Gyumri.

Visa
Armenia has three residence categories for foreigners: temporary, permanent and special. To enter
Armenia, the citizens of foreign countries must have valid passport, entry visa or a document of
residency status. Armenia has visa free-regime with CIS and in 2013 it eliminated visa requirements
for the 27 EU member states and 4 other European states, fulfilling the requirements of the Schengen
Agreement. Foreign visitors on visa-free regime can stay in Armenia for up to 180 days in one year
(unless defined otherwise by international treaty).
7/24 visa and registration service is available at Zvartnots International Airport upon arrival. The
applications are filled on the spot and the visa is issued immediatel y.

Telecommunications
There are three mobile telecommunications carriers in Armenia: VivaCell -MTS, Beeline and Ucom. All
three have a wide network of service centers throughout the capital city Yerevan and other cities. Cell
phone and internet service usage options (prepaid, “pay as you go” cards) can be procured at any of
the locations of the mobile operators. Reliable internet service via 3G and 4G/LTE systems is available
throughout the country in the forms of DSL, fiber optic and other technologies.

Transportation
Public transport network is widely available in Yerevan - buses, mini-buses and trolley buses. The
Yerevan metro is a convenient way of commuting, with 10 stations and covering the majority of
districts in the city. Taxis are extensively available 24/7, with mobile taxi apps growing widely

Lodging
A few dozen of three, four and five star hotels and bread and breakfast venues operate in Yerevan.
Booking can be done in advance directly or through major international on -line booking resources.
Apartments are also available for rent on daily and monthly basis. An average monthly rate for a one bedroom apartment in the center of Yerevan ranges $400-$1,000. If rented on daily basis the rate may
be 10-20% higher.
Hotels of global renowned chains include those of The Alexander, Marriott, Hyatt Place, Best Western
Congress, Radisson Blue, Double Tree by Hilton, Grand Hotel, IBIS, Holiday Inn etc. Kempinski hotel is
planned to be built on Abovyan str., Yerevan.
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2 ECONOMY
2.1 MACROECONOMIC ENVIRONMENT AND TRENDS
Economic growth
GDP per capita, PPP (current international $,
2017) and CAGR (constant 2010 $, 2004-2017)

GDP Growth (Annual %)

20,329.3

15.0

6.3%

10.0
5.0

3.7%

5.0%
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10,698.7

Armenia

Georgia

0.0
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-5. 0
-10 .0

Bulgaria

-15 .0

GDP per capita, PPP (current international $, 2017)

Armenia






Bulgaria

Georgia

As a result of the global economic crisis the decline
in GDP in 2009 totaled to 14.2%, one of the
deepest declines in the region.
In 2017, Armenia registered an unprecedented
GDP growth rate of 7.5% since 2010, however,
GDP in current USD terms didn’t recover yet to
pre-crisis (2008) level.
GDP per capita in PPP terms has a continuous
growth since 2009.

CAGR, GDP per capita (constant 2010 US$, 2004-2017)




Armenia has an average performance within CIS
countries, however, lower performance than CEE
countries on GDP per capita (PPP).
Based on its 2018 per capita GNI Armenia is
classified in the group of upper-middle income
countries by the World Bank.

GDP by Sectors of Economy, 2017
Agriculture,
fishing
14.7%

Services and
other
35.8%

Manufacturi
ng
9.6%

Construction
7.6%
Mining and
quarrying Electricity,
3.1%
gas and
water
4.7%

Financial
intermediati
on, insurance
4.7%

Retail and
wholesale
trade, repair
of vehicles
11.3%

Recent trends:
 Increasing diversification of economy with
decreased share of construction in GDP (7.6% in
2017 compared with 27% in 2008)
 Slight increase in share of manufacturing,
financial intermediation and insurance in the
past year
 Growing sectors: agriculture, tourism, ITC,
telecommunications,
culture
and
entertainment, mining
 Export-oriented sectors of the economy are
increasing
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Inflation / currency / country debt
Net International Reserves in million USD and
Exchange Rate

Inflation, in %
13

478 480 483
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416
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363 374 373
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306

2006
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921

1,608

1,068

1,178

1,166

1,364

1
-1

1,231

885

3

1,464

5

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

-3

Net international reserves (end of period, mln USD)

Bulgaria

Official exchange rate (AMD per US$), yearly average

Georgia



Price stability is the main target of the Central
Bank of Armenia, which consistently implements
strict monetary policy



Inflation generally fluctuates in low zone.

Public Finance, in billion AMD



State international reserves are increasing after
sharp reduction as a result of state interventions
to neutralize external shocks in 2014.

External Public Debt, in million USD
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-0.7
-1.7 -1.9 -1.5 -1.5
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1,400

After oil prices slump in 2014, when national
currencies of most of the CIS countries
depreciated, Armenia could maintain less severe
depreciation.
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0
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Revenues

Expenditures

Deficit /surplus as % of GDP



Significant increase of public spending on
defense and economic affairs, while moderate
increase on education, environmental and
general public services



Increasing efforts to achieve better transparency
of public procurement.

External p ublic debt, millio n US$
External p ublic debt, millio n US$ (% of GDP)

 Despite the significant increase the absolute
volume and the share of external debt in GDP is
still in manageable range, but approaches the cap
defined by law.
 The majority of new loans went to new largescale infrastructure projects: roads, energy, as
well as to agriculture, tourism infrastructure,
export promotion, education etc.
 The significant share of the debt is lending of
multi- and bilateral donors with privileged
conditions.
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Foreign trade & investments
Foreign Trade and Current Account, in million
USD
7,000

-3% -2%

-2% -3% -2%

6,000
-6% -6%

-7% -8%

-7%

-10% -10%

4,000 -10%
-14%
-16%

Current account balance (% of GDP)



The balance of trade and current account is
negative, however it has improved in recent years



The significant decline of imports of goods and
services in 2015 is due to depreciation of
Armenian Dram and reduced flow of personal
transfers from Russia.



The volume of personal transfers dropped by
about 35% due to the crisis in Russian Federation
and depreciation of Ruble in 2015.

246

338
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178

Imports of goods and services (BoP, current mill ion US$)

123
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247

467
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497
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346
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-14%

760

2,000

944

3,000

-4%

529

5,000

FDI Net Inflow, in million USD

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Up to 2008 FDI inflows to Armenia were consistently
growing. Increasing volumes of FDI, which peaked in
2008, were driven by large privatization deals in
mining, investment in telecom and airport
infrastructure.
After sharp decline driven by the crisis, the FDI net
inflows have recorded volatile performance.
Currently the main investment targets in Armenia are:
 Mining and querying
 Agriculture and food processing
 IT and R&D
 Tourism
 Energy generation and distribution
 In 2017, Russia, Argentina, France and Cyprus
accounted for the biggest direct investments
into the real sector of Armenian economy.
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Export, 2017

Import, 2017

Bulgaria
13%

China
12%

Switzerland
12%

Russian
Federation
28%

Georgia
7%

Russian
Federation
24%

Turkey
6%

Germany
5%

Iran
4%

Germany
6%

Italy
4%

China
6%

Iraq
5%

Other
countries
8%

Other
countries
16%
Other CIS
1%

UAE

Other CIS*
17%

Netherlands
5%
Iran 4%
Other EU 4%
3%

USA
3%
Ukraine
3%

UAE
2%

Other EU
16%

Note: The numbers may not sum up to 100 due to rounding.



Armenia’s export is quite concentrated in several
product groups: base metals (copper,
molybdenum, gold) and cut diamonds, food and
beverages (canned and fresh food, brandy),
tobacco.





Main import commodities are natural gas,
petroleum, mining products, machinery and
equipment, chemical products, foodstuffs,
pharmaceutical products, precious, semi-precious
stones

Mining products, textile, tobacco, fresh fruits and
vegetables, IT and tourism services were most
dynamically growing segments.



The share of equipment, machinery and
technologies, pharmaceutical products, precious
and semi-precious stones are increasing.



The goods exports have become more diversified
geographically and by product structure.
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2.2 BUSINESS ENVIRONMENT
i.

Trade regime

Armenia became a member of the World Trade Organization (WTO) in 2003. A free trade regime
is in force with CIS countries and Georgia. Armenia has enjoyed Generalized System of Preferences
(GSP) beneficiary status with Canada, Japan, Norway, Switzerland, and the United States. Being
included in the EU Neighborhood Policy, Armenia has been provided with a favorable trade regime
GSP+ for Armenian exporters to EU during 2009-2013. This allowed exporting 6,400 products of
Armenian origin to EU market with zero or reduced tariffs.
In 2013, EU announced about revised system of GSP+ starting from January 2014 with more
tightened regime. Due to providing a complete package of documents proving compliance with
the required standards of new regime, Armenia was included among 10 countries allowed to use
the new GSP+ regime.
In 2011 Armenia, along with Belarus, Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan and
Ukraine, signed the agreement on establishment of “Free trade zone between CIS countries”. The
implementation of the agreement assures simplification of the economic activities and decline of
custom fees up to 95% between the member countries. In December 2015, Russian president
signed a decree on suspension the free trade zone agreement actions regarding Ukraine.
Upon joining the Customs Union of the Eurasian Economic Community in 2015, Armenia has
established common trade borders with the Union members allowing free trade and flow of
resources in the Customs Union area.
This effectively opens up Armenia to new market opportunities with the following key parameters
(all data are for 2017):
Population, mln
Armenia

Consumption, billion USD

GDP, billion USD

Import, billion USD

2.9

9.6

11.5

5.8

144.5

826.4

1,578

326.4

9.5

29.9

54.4

36.4

Kazakhstan

18.1

74.9 4

159.4

39.1 5

Kyrgyz Rep.

6.2

6.1

7.6

5.1

Russia
Belarus

ii.

Fiscal / tax regime

The businesses can operate under general tax scheme (paying VAT and profit tax) and turnover
tax regime (foreseen for SMEs with annual turnover less than AMD 115m (~235 thousand USD)).
Main taxes and paying taxes rank according to WB’s Doing Business, 2017:
Armenia

Russia

Belarus

Kazakhstan

Kyrgyz Rep.

Corporate Income Tax

20%

20%

18%

20%

10%

Personal Income Tax

23 - 36%

13%

13%

10%

10%

20%

18%

20%

12%

12%

Value Added Tax

4 WDI,
5

2016
WDI, 2016
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Total tax rate6
Paying taxes rank

Armenia

Russia

Belarus

Kazakhstan

Kyrgyz Rep.

18.5

47.5

52.9

29.2

29.0

87

52

96

50

151

In Armenia, the personal income tax has a progressive rate and includes social contributions ,
previously made separately by the employer (the tax agent of the employee). The actual salary
expenditure for one employee varies from 28 to 34 percent, including the pension fund
contributions. In countries with lower personal income tax, as Russia and Belarus, social and
pension contributions add up to additional 30-35 percent expenses for the employer.
Starting from July 1, 2018 new pension scheme has been relaunched in Armenia and employees
born after 1974 are required to contribute to individual funded pension funds. The overall
contribution to the pension account will be 10% of which 2.5% will be contributed by employees
and 7.5% will contribute the government of Armenia.
Turnover tax substitutes VAT and profit tax. Turnover tax rate depends on the type of business
activity.
Business activity type
Trading

Turnover tax rate
5%

Production

3.5%

Renting

10%

Notary

10%

Income from other activities

5%

Presumptive taxes are applied to specific types of business activities (for example, small retail
outlets, car service center, transportation, gambling business, taxi and other services) regardless
under which tax regime the business operates. These taxes substitute VAT and profit or income
tax for the mentioned activities.
Special tax incentives for investment projects
 VAT payments deferral of up to 3-year period for importing equipment and goods within
the scope of investment projects approved by the authorized body.
 Customs duty exemption for importing technological equipment and goods from non-EEU
countries within the scope of approved investment projects in the prioritized sectors of
economy (the precondition is that those goods are not produced in EEU or produced in not
proper volume or standards required by the investment project).
 Certain group of machinery and equipment and raw materials imported by legal entities
and PEs are exempt from VAT payment at import.
Other taxes:
Property tax; excise tax (oil, spirits, wine, beer, tobacco products etc.); land tax.
6

The total tax rate measures the amount of taxes borne by the business in the second year of operation, expressed
as a share of commercial profit. The total amount of taxes borne is the sum of all the different taxes payable after
accounting for allowable deductions and exemptions. The taxes withheld (such as personal income tax) or collected
by the company and remitted to the tax authorities (such as value added tax, sales tax or goods and service tax) but
not borne by the company are excluded.
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iii.

Investment regime and tax incentives

The government of Armenia is highly promoting foreign investments and carrying out “open door”
policy, including:










Equal treatment for both foreign and domestic investors
100% foreign ownership is permitted
No limitations on size and type of foreign ownership (except for the rights to own land by
foreign citizens)
Special investment incentives for foreign investors (customs duty exemptions for capital
goods imported as contribution to share capital)
Alternative dispute resolution mechanisms for foreign investors (ICSID)
Guarantees for legislative changes (five-year “grandfather-clause”)
No restrictions for capital and revenue transfer and repatriation
Liberal regime on employment of foreign workforce
Profit tax privileges for large exporters, who export goods and services for at least 40 billion
AMD/80 million USD. Companies from all industries, except mining, jewelry, precious
metals and stones processing, excisable goods production can benefit from those
privileges.

The RA Law on Free Economic Zones (FEZ) in Armenia provides tax relief in various key fields for
the entities operating in the FEZ:






Income tax,
Property tax,
Profit tax,
Custom duties,
VAT for services delivered to the organizer and operator and products in the territory of
the FEZ.
Services to the businesses at the FEZ are delivered on ‘one stop shop’ basis. Currently, three FEZs
are in operation in Armenia, 2 in Yerevan and one in Meghri.
ALLIANCE FEZ was established in 2013 and operates in two locations – “RAO Mars” and “The
Yerevan Computer R&D Institute”. It is specialized in production and export of innovative
technologies in the areas of electronics, precision engineering, pharmaceuticals and
biotechnology, information technologies, alternative energy, industrial design and
telecommunication. MERIDIAN is the second FEZ founded in 2014, which is specialized in jewelry,
diamond-cutting and watch making sectors.
In 2017, the third FEZ was established in Meghri, on the south of Armenia, on the border with Iran,
allowing the country to export to Eurasian Economic Union countries. The Meghri FEZ is multiprofile and does not limit the type of activities.
The fourth FEZ in Armenia will be established in Hrazdan town. It will be specialized in high
technological solutions and activities like blockchain, cryptocurrency mining centers, cloud based
technologies, big data analytics, etc. Organizers plan to engage about 200 operators by 2043 and
at least 50 by 2025. It is estimated that there will be about 20 mln USD investment in Hrazdan FEZ
by 2021.
The Armenian Government has signed investment protection and promotion treaties with 39
countries, including USA, Germany, Russia, and France, which provide additional guarantees for
foreign investment. Additionally, to avoid the double taxation of incomes and property, Armenia
has signed bilateral treaties with 46 countries.
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iv.

Monetary regime

The Central Bank of Armenia is responsible for the monetary policy in Armenia and is relatively
free in policy decisions. The main policy target of CBA is the price stability and financial stability in
Armenia. The CBA is conducting freely floating foreign exchange rate policy.

v.

Monopolies and market regulation

The competitive environment varies across the industries. Beyond the natural monopolies
regulated by the Public Services Regulatory Commission (PSRC), there are sectors where a few
large players have dominant position in the market, including import of petrol, sugar and wheat,
production of salt, tobacco and cement. However, the majority of the economic sectors, especially
service and export sectors are enjoying competitive environments. Solid legislative (Law on
Protection of Economic Competition adopted in 2000) and institutional framework (State
Commission on Protection of Economic Competition) is in place. Since 2011 considerable
legislative reforms were implemented substantially increasing the power of the Commission of
the Protection of Economic Competition of RA. As a result, the number of decisions imposing
sanctions increased by 100% and the amount of penalties by 5 times.
The new government made significant efforts to eliminate barriers to entry or unequal treatment
of businesses by tax and customs administration, etc.

vi. Physical infrastructure
The physical infrastructure in Armenia, especially roads (with major international and Diasporafunded programs), electricity supply, telecommunications and air transportation, have improved
significantly in the past 10 years.
According to the recent ITU (International Telecommunication Union) report Armenia’s
Information and communication technologies (ICT) sector was classified among the most dynamic
ones. According to ITU (International Telecommunication Union), the number of mobile
subscriptions has reached to 3.5 million in 2017.
The internet is rapidly becoming available throughout the whole country and the indicator of
internet penetration improves. Armenia’s internet penetration rate (percentage of individuals
using internet) is 64.4% as of 2016.
Ucom and Rostelecom are the leading internet providers with triple play services operating in
Yerevan and major cities and consistently expanding coverage throughout Armenia.
The recent development in telecom market was acquisition of 100% shares of French telecom
subsidiary Orange Armenia with 630,000-customer base by Ucom in August 2015. All 3 operators
in Armenia (VivaCell-MTS, Ucom and Beeline) use 4G/LTE networks.
Significant improvements were recorded in the air transportation sector driven mostly by the
reconstruction and renovation of Zvartnots International Airport. About $160m was invested in
the construction of new terminals and the modernization of the airport, doubling its capacity to
serve 3.5 million passengers annually, up from the previous 1.6 million. In 2013 a decade of
monopoly in air transport market was ended and the government announced about adoption of
open sky policy.
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General purpose highways in Armenia amount to 7,704 km. Recently, the largest investments in
road infrastructure development is the construction of the North-South Road Corridor. The total
investment of the project will be about $1.5 billion, $350m of which will be financed by the Asian
Development Bank and other international institutions. The 556 km long road will connect the
south of the country to the north and further to Georgia's east-west highway that leads to Poti
port of Black Sea. It will enable safe and fast transportation of goods between the Persian Gulf
countries and Europe.
There are 725 km general purpose railways in Armenia. Railroad infrastructure inherited from the
Soviet system is obsolete but a 30-year concession agreement with the South Caucasus Railways
(SCR) for management of the Armenian Railways is expected to lead to the system upgrade.
Another large-scale infrastructure development project - Iran-Armenia railroad has long been
discussed and halted until now. The development of the 300 km railway is estimated to require
$3.2 bln investments.

vii. Administrative infrastructure
The Armenian Government has successfully reformed the regulatory framework for the business.
The simplified procedures for state registration and licensing have significantly reduced the time
and efforts spent by companies. The government established one-stop-shop for company
registration and introduced online-registration system. For standard cases, the state registration
can be done within a day and license receipt - within 3 days. The number of activities requiring
licensing has been radically reduced to a limited number of economic activities, such as
telecommunication, transportation and construction services, food processing, health care
services and pharmaceuticals, banking and insurance, energy generation and utilities.
Since 2010 the administrative infrastructure of Armenia has been supplemented with modern egovernment system. The components of e-signatures, electronic tax reports, electronic
registration for licensing and other electronic transactions have minimized bureaucracy for the
business and the residents. From 2019, the taxation will be filed only electronically.
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3 KEY INVESTMENT AND VALUE CREATION
THEMES BY SECTOR
3.1 AGRICULTURE7
Industry Snapshot
Gross value added of the sector and
share in GDP, 2017

76

81

-0.5%

87

~ $1,723 million
gross value added

3.9%

2013

2014

2015

Export, mln $

-4.4%

0.2%

103

9.9%

98

14.7%

Export and GVA dynamics of the sector

2016

2017

Growth rate of GVA, %

Sector size 8
Employment:

33.6% of workforce (2016)

Main export products:

Live animals and meat (~$23m), Fish and fish products ($19m), fruits and vegetables
($33m)
Russia (74%), Iran (15%), Iraq (5%), Georgia (3%)

Main export markets:
Sector overview

Agriculture is the largest sector of Armenia’s economy with yet significantly untapped potential. The share of agriculture
in the country GDP is around 15%. More than 30% of the employed population is engaged in agricultural sector. Despite
some volatility in recent years the sector has demonstrated growing trend in export volumes, mainly to EEU market.
Given the favorable soil and climate conditions, agriculture can become one of the main drivers of economic growth in
the coming years. The continued support from the Government in order to facilitate access to finance, adoption of new
technologies and enhancement of the productivity and efficiency of farming, expansion of organic agriculture will be
key for further expansion of agriculture sector in Armenia.
Due to the access to EEU market, Armenia has a great potential to appear in the top list of potential partners for over
$2.5bn fruits and vegetables market. In diary sector Russian market remains a top priority as the cheese import alone
reaches $300-400m market, which is currently closed for most traditional partners due to the sanctions. The rising
opportunity at GCC fruits and vegetables market estimated for ~$1bn is another direction for the sector expansion.
One of the Government’s key priorities in agriculture is the development of irrigation system mainly focusing on drip
irrigation technology. The Government subsidizes the loan interests directed to the establishment or improvement of
the drip irrigation system (2% loans with 3-year period maturity). Other challenges that the government needs to
address in order this sector to flourish are export logistical and transportation issue (negotiations to open up an

Only selected sectors are presented in this document, for further more comprehensive overview of different
sectors, please contact EV Consulting.
8 Gross value added is for 2017, if not otherwise mentioned.
7
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alternative route to Lars, Georgia are underway a nd it is the Government’s stated hope that these will be settled in
autumn, 2018).
Key products and segments
Around 69% of total land resources in Armenia are of agricultural use. The major part of the agro land is dedicated to
the pastures (1051.3 thousand ha in 2016).
Traditionally well growing crops in Armenia are grapes, apricots, peach, a pples, pear, tomatoes, cucumber.
The segment of greenhouses has been dynamically developing in recent years. The total area of greenhouses operating
in Armenia grew from around 30ha in 2011 to around 900ha in 2017. Most greenhouses are located in Kotayk, Armavir
and Ararat marzes. Main export markets are Russia and Georgia.
Flowers provide an interesting and widely untapped market opportunity for the local greenhouse producers. Recently,
one major company has emerged in the sector – specializing on high-value roses of Ecuador sorts, which gained high
popularity among locals and foreigners. The main export destination of Armenian flowers is Russia. Other export
destinations include Belarus, Georgia and UAE. Russian market tends to demand more high -price roses, the exports
price fluctuates at around 7-8 USD per kg.
Animal husbandry is one of the key sectors of local agro sector, comprising on average about 40% of the gr oss
agricultural product. The major portion of animal husbandry is devoted to milk and beef production, both mainly aimed
at local consumption market. Sheep and swine breeding are also central sectors. There is a growing trend of exports to
Muslim countries (Iran, Iraq, etc.), after construction of halal certified slaughterhouses, which allowed to export meat
rather than live animals.
Armenia also has favorable conditions for commercial fish breeding, which has been on the rise throughout the recent
years. At present annually almost $20m worth fish and fish products are exported annually, with the main market being
Russian Federation.
Poultry and egg production are also rather developed sectors in Armenia, serving primarily the local market. About 10
poultry companies operate in the market, mainly very automated farms with highly developed production process.
Honey –making is a fragmented industry in Armenia with numerous small scale individual and SME producers. Scaling
up for exports is one of the primary challenges of the industry. Armenia is included in the list of approved third countries
that can export honey to Europe. However, Armenian honey needs to go through the process of certification.
Organic agriculture is part of Armenia’s sustainable development concept and is a priority area in the government’s
agro-food policy. Organic farming is considered an excellent business opportunity for farmers and investors involved in
agriculture and food production, mainly due to rising export opportunities.
As of January 2018 there are 10 organic farms certified by Ecoglobe LLC, 8 organic food processors, 4 Wild collection
and 5 Organic Beekeeping farms. Over 30 organic crop varieties are being produced in Armenia.
In 2011, two logistic centers were established by the Zvartnots International Airport and Spayka Freight Forwarding
Company for exporting fresh and processed fruits and vegetables.
Selected major investments
Project name

Estimated
amount of the
project in USD

Description

“Tierras de Armenia”

$40m

2,300 ha area in Armavir marz - 500 ha of which are
vineyards. The harvested grape is targeted for
production of high quality wine and brandy.

Spayka Group

$45m

Specialized modern
transportation facility

Sevani Ishkhan

~$6m

A fish-breeding and fish-processing business in Armenia
located on 180 hectares on Lake Sevan's coastal area.

refrigeration

complex

and
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The whole project is estimated to cost about $162 m. The
company is going to export 75% of its output – fresh,
smoked and canned fish products.
Spayka Group (own investments
combined with long-term loan from
Asian Development Bank)

$32m

Green Food company

n.a.

Janfida Agri Holding

Up to 100ha greenhouse project targeted for cultivation
of tomatoes and cucumbers, mainly for exports to
Russia.
A greenhouse for strawberries production has been
recently established in Shirak marz with capacity of
300ton of produce annually. The produce is organic and
the company intends to export the major part (over
60%), mainly Russia.
Specializes both on cultivation and resales of local
agricultural produce mainly in UAE markets. Janfida
owns around 200 ha territories in Janfida village of
Armavir marz.

Rock Berry

$5.5m

Establishment of greenhouses for cultivating berries. The
forecasted estimate of annual revenues is around $5m,
of which 90% is for exports

Group of Iranian-Armenian investors

$10m

Establishment of a 590ha orchards of pistachios in
Armavir marz.

The major investment themes
-

Investment in high value agricultural produce (including organic produce and/or greenhouses): high margin
produce such as apricots, nuts and berries, broccoli, etc., provide for more interesting investment opportunities
with higher returns and less competi tive markets. This will require higher investment upfront and deeper
technical expertise.

-

Investment opportunities for projects with exports potential to Russia and Middle East: although there are
numerous local opportunities as well (such as unmet demand from local food suppliers and consumers),
exports to Russia and the newly opening target markets of Middles East (primarily UAE) are more promising.
In order to enter these markets the local producers need effective market strategies, local market intelli gence
and partnership
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3.2 FOOD PROCESSING AND BEVERAGES
Industry Snapshot
Export and GVA dynamics of the sector

14%

12%

8%

4.2%

2%

2014

208

2013

138

222

~ $485 million gross
value added

241

-10%

2015

2016

Export, mln $

287

Gross value added of the sector and
share in GDP, 2017

2017

Growth rate of output, %

Sector size
Employment:

19,040 9 / 1.9% of workforce (2016)

Main export products:

Beverages, spirits and vinegar (~$242m), Preparations of
vegetables, fruit, nuts or other parts of plants (~$24m), Cocoa
and cocoa preparations (~$11m)
Russia (80.4%), Georgia (3.8%), USA (2.8%), Ukraine (2.5%)

Main export markets:

Food processing has a massive economic and social footprint on Armenia’s economy with more than 900 million
USD output in 2017. EEU membership has opened up a 170 million market for the Armenian producers and
opportunities for business expansion. During 2015-2017 Armenia's exports to the union countries grew 2.3 times
(to Russia: 2.4 times, to Kazakhstan: 25%, to Belarus: 18%). Russia remains the major trade partner, the role of
which becomes even more important in the frame of EEU membership of Armenia.
Armenia has traditionally had a good reputation for its production of high -quality and high value alcoholic
beverages, particularly for its brandy. The major player of the alcohol production sector - Yerevan Brandy Company
(privatized to French Pernod-Ricard in 1999) has been producing famous Armenian cognac since 1887. Other
producers, such as Yerevan Ararat Brandy-Wine-Vodka Factory (brand: Noy), MAP, Proshyan Brandy Factory also
successfully compete in export markets. 90% of the brandy production is exported (mostly to Russia). Armenia is
the fifth largest exporter of brandy in the world (2017). New export markets targeted for the sector are China and
other Asian markets.
The wine-making industry is more fragmented with many small wineries and vineyards competing in offering great
variety of wines. In recent years, large number of investments have been directed towards development of high
quality and competitive wine products. Since 2010, new entrants have revitalized the industry. Armenia Wine,
Tierras de Armenia, Golden Grape Armas and few other companies made sizeable investments in establishing
technologically advanced wine & brandy factories. A few other smaller size investments have targeted premium
segment –Zorah Wine has been included in the Bloomberg top 10 list. Armenian wines won numerous awards in
international contests recently.

9

Technical employees
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The export of brandy and wine comprises one of Armenia’s largest export categories totaling to up to ~$225 million
in 2017.
Stable increase in the lands under cultivation for fruits and vegetables in Armenia, as well as high proportion of the
fruits and vegetables usage for the processed food, suggest increasing interest towards preserves and juices
production and development of the food processing sector.
Production of preserves in the country recorded 4.3% CAGR in the period 2013 -2017. Fruit and vegetable preserves
have been the major driving force behind this growth. Other preserves (like meat or crayfish) have had no or little
growth. Canned food industry mainly includes canned vegetables (tomato, pickles, eggplant, etc.) and fruits
(apricots, peaches, whole nuts, apples, etc.) and juices. It is export-oriented industry. The industry export has 7%
CAGR in the period 2013-2017. Exports have also been on rise and currently account for the major part of the
sector growth.
The local industry is shaped by 4-5 major local producers and another 20-22 mid-size producers. Canned food is
especially popular with the Diaspora communities. A number of companies are involved in the production of frozen
fresh fruits and vegetables.
In 2017, Artfood closed a 75% share sale deal, and attracted additional 3mln USD in expansion project of its
production facilities. The company plans aggressive expansion in exports markets especially.
Dairy products are a competitive with the major focus on domestic market. While export of dairy products has
generally been limited, cheese and dry milk exports have been on rise since 2012.
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3.3 TOURISM
Industry Snapshot
Gross value added of the sector and
share in GDP10, 2017

International tourism receipts and number of international
tourists

1.5%

2013
2014
2015
Inter' tourism receipts, mln. $

1,120

1192

968

1204

936

~ $167 million gross
value added

880

1084

966

1495
1260

2016
2017
Number of visitors, thousand

Sector size
Number of employees

23,400 / 2.3% of total workforce

Number of visitors

~1,5 million

Key trends – Growth rates
GVA

11% (CAGR 2013-2017)

Number of visitors

8.4% (CAGR 2013-2017)

Major players
Marriott Armenia Hotel

Tufenkian Hospitality

Hyatt Place Yerevan

Multi Rest House

Marriott Tsaghkadzor

Double Tree by Hilton

Hyatt Place Jermuk

Ani Plaza Hotel

Golden Tulip Hotel

Radisson Blu Hotel

Best Western Congress Hotel

IBIS Hotel

Tourism is one of the most vibrant industries in Armenia driven by ethnic, culture and historic tourism segments. The
gradual improvement of hospitality sector in Armenia has resulted in stable growth dynamics of international tourist
arrivals to the country.
Besides Yerevan, the following locations are the key attractions in Armenia.
Tsakhkadzor

Tsakhkadzor ski-resort is currently one of the most demanded places in Armenia and attracts
a high number of tourists and sportsmen from Russia and Europe. Due to implementation of
$7m investment project 4 ski chairlifts are currently installed by Leitner (Italy).

Jermuk

Jermuk is a leading health resort in Armenia famous with its natural mineral healthy waters
and sanatoriums. It is expected to become the second ski resort due to the recent
Government project on the installation of chairlifts.

Dilijan

Dilijan is a popular natural and health resort. Major projects such as Dilijan International
School of Armenia, establishment of Central Bank’s Training Center facilitated the
development of the city infrastructure and further increased its touristic potential.

Lake Sevan

Lake Sevan is one of the most popular summer resorts for both domestic and international
visitors. It offers a number of different attractions such as water world, scooters, and
restaurants.

10

GVA and % of GDP of Accommodation and food service activities
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Wine routs in Vayots
Dzor and Aragatsotn
Regions

Tatev

Vayots Dzor is home to boutique wineries and stunning vineyards. At the heart of the Vayots
Dzor Wine Rout is the Areni -1 Cave, site of the oldest known winery in the world, which
proved that wine was produced in this region for over 6,000 years.
Aragatsotn region is also next famous wine tourism destination. The most favorable places
are ArmAs Winery, Armenia Wine, Voskevaz Wine Cellar and Van Ardi.
Tatev is a historic, natural and adventure touristic destination in Syunik region. Tatev
Monastery is one of the oldes t historical monuments and spiritual centers in Armenia, 9 th
century. It was the largest university of medieval Armenia.
Wings of Tatev is the longest reversible cableway and holds a record for Longest non -stop
double track cable car.

Due to several supporting activities undertaken by the Government, such as nationwide celebration of cultural
anniversaries, participation in high-class international expos, advertising, establishment of development and
information agencies, the country’s awareness as an emerging cultural tourism destination is increasing.
The development of the industry is further facilitated by the growth of domestic tourism. In 2012 the introduction of
a social package, including recreational services for civil and publ ic employees, triggered the growth of domestic
tourism.
Tatev Revival Project, implemented on pubic private partnership basis, is one of the recent major developments in
the sector. The project includes, restoring Tatev monastery, reviving its monastic and scholarly tradition, developing
tourism attractions and infrastructure in the adjacent villages, and establishment of the world's longest aerial
tramway (granted official certificate from the Guinness Book of Records). Numerous donors, under the leadershi p of
the IdeA Foundation, have already funded over a quarter of this budget.
In 2015, the USAID and the Smithsonian Institution have partnered for an innovative project to enhance cultural
tourism in Armenia. The project aims to contribute to the development of the tourism industry in Armenia, and
ensures that the benefits of that growth are widely distributed across the country by promoting touris m to regions
outside of Yerevan.
Major infrastructural improvements and developments include the modernization of Zvartnots International Airport
and the construction of a new terminal which currently serves 3.5 million passengers annually (up from 1.6 million).
The number of international brand hotels is increasing which expand their presence in the regions (Hyatt and Marriott
in Jermuk and Tsaghkadzor, Best Western in Dilijan and Sevan).
In recent years a number of different ethnic and traditional festivals have been initiated such as “Areni Wine”, “Dolma
Festival”, “Barbecue Festivals”, “Sheep shearing festival ” which aim to increase the interest toward cultural tourism.
On the other hand, several new tourism subsections has been developing in recent years. The most noticeable ones
are adventure tourism (Yenokavan Yell Park in Tavush region, rafting tours in Lor i region), eco- and agro- tourism in
picturesque and cozy sites of Armenian villages (HyeLandz Eco Village in the border of Yerevan and Kotayk region,
Kalavan village in Gegharkunik region).
There are new ambitious plans as well for future development in tourism sector of Armenia. One of the most
highlighted future projects is Maymekh ski resort, located in the Maymekh Mountain in Lori near to Vanadzor city.
Another large investment has been done in Gyumri in the range of Kumayri Historic Center Rehabilitation Program.
The project implies creation of arts, crafts and entertainment centers in the historical center of the second largest city
of Armenia, Gyumri.
Investment Opportunities
Comparative advantages

Issues

-

Growing tourist inflow, especially from Diaspora

-

Still high prices for air transport

-

Sightseeing, ski resort, summer resort, excellent
weather in spring and autumn

-

Regional touristic and transportation infrastructure
needs to be developed

-

Natural advantages, opportunities of developing
adventure, nature, ecology tourism

-

Seasonality fluctuations

New international airport

-

-

Lack of well trained workforce

Investment Rationale
Creation of modern resorts and affordable hotels in countryside, business hotels and conference facilities in
Yerevan. Developing non-traditional tourism sectors, such as ethno and agro-tourism.
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3.4 MINING AND QUARRYING
Industry Snapshot
Gross value added of the sector
and share in GDP, 2017

Export and GVA dynamics of the sector
35%
21%

499

552

2013

2014

2015

2016

3.1%

Export, mln. $

769

485

$ 367 million
gross value added

5%

0%

522

-10%

2017

Growth rate of GVA, %

Sector size
Number of employees

8,800/0.9% of total workforce (2016)

Main export products:

Ores, slag and ash (~$599m), Iron and steel (~$85m), Copper and articles
thereof (~$77m)

Main export markets:

EU (82%), China (15%), Russia (2%)

Major metal companies in Armenia
Armenian Copper Program (ACP) - Teghout
Zangezur Copper Molybdenum Company
Dundee Precious Metals (including Deno Gold Mining Company) – mining (gold)
GeoProMining - Agarak Copper Molybdenum Company
GeoProMining Gold - Ararat Gold Recovery Company
Dundee Precious Metals (including Deno Gold Mining Company) – mining (gold)
Akhtala mining and processing enterprise (Metal Prince)
Lydian International - Amulsar gold mine
Armenia has metal deposits of gold, copper, molybdenum (the latter is estimated at 7% of the world reserves) and
some other rare metals. There are several large mines and enrichment factories, as well as a number of smaller
mines. Armenia’s mining industry is predominantly export-oriented.
The industry has been growing rapidly during the recent years, mainly driven by expanded capacities and high
export prices. Several large investment projects have been undertaken in recent years. The exports increased at
record levels in 2017.
Sale of shares of Zangezur CMC (copper and molybdenum extraction) to German Cronimet in 2004 was the second
largest privatization deal after Armenian telecom privatization - the contract value was $132m.
ACP operates a smelting factory in Alaverdi with the entire production exported to Germany. ACP also plans to
establish a new copper refinery, with massive productivity.
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Deno Gold and GeoProMining are major gold miners in Armenia. Russian GeoProMining company, operating Sotk
gold mine, acquired Ararat Gold Recovery Plant and Agarak Copper Molybdenum Company in 2007. Within 2 years,
the company invested more than $160m in the gold mine (including company acquisition).
Lydian International is an emerging gold developer. Its 100% owned Amulsar Gold Project will be Armenia’s largest
gold mine, with total estimated mineral resources containing 5 million ounces and targeted production at 200 ,000
ounces annually. The investment plan is about $400m. The mining right was approved for Amulsar in late 2014.
However, the concerns over the potential ecological externalities have raised a substantial public outrage. The new
government has initiated a new international review of environmental risks of the project the results of which will
define the future of the project.
Another major mining project on halt at present is Teghout mine being developed by ACP with over $300m already
invested. The mine is currently not operating due to both financial and ecological issues.
Other projects include Dastakert, Armanis, with the potential to double Armenia’s copper output.
In Armenia, there are also stone mines rich with travertine, granite, Armenian tuff and other stones, demanded
both in Armenia and abroad. Several local (e.g. Multi Stone) and Diaspora investors have made considerable
investments in the field, introducing modern technologies.
Investment opportunities
Comparative advantages
Rich metal deposits
Availability of certain skilled workforce

Challenges
Price fluctuations in global markets
Increasing environmental concerns

Investment Rationale
Commercialization of new deposits using greener technologies
Consolidation of individual mines into larger entities
Introduction of advanced enrichment and metal extraction technologies
Recovery of metals from the mine tailings using new technology
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3.5 CONSTRUCTION AND REAL ESTATE
Industry Snapshot
Gross value added of the sector and
share in GDP, 2017

GVA dynamics of the sector

40%
16.6%

7%
~1808 $ million gross
value added

5%

-1%
-9%

2013

2014

2015

2016

2017

Growth rate of GVA, %

Sector size 11
Number of employees

39,200 / 3.9% of workforce

New residential dwelling completions:

300,000 sq.m. annual average (2012-2016)

Sector overview
The construction sector – one of the drivers of economic growth in Armenia before the global economic crisis –
has started its growth path again. It has grown by ~13.5% for the first half of the year, compared to 2017 1 st half.
Residential real estate has been on the rise in recent years, growing in sq.m. completion rates by 8% in 2017 over
2016, and 33% during the first half of 2018, compared to the same period of 2017. Residential real estate sector
has a significant potential facilitated by the decreasing mortgage rates, as well as the law allowing to offset the
mortgage interest payments against personal income tax.
The residential real estate construction is gradually spreading to other cities besides the capital. Certain investment
projects (both by local and international investors) are underway, with the aim of developing large chunks of land
plots outside Yerevan, with both residential and commercial real estate components.
Considering the growing demand for accessible coworking and regular office spac es, the next move is expected to
be decentralization to other part of the city and outside of the capital city, to areas like Aghveran, Dilijan,
Tsakhkadzor.
Several large infrastructure development projects have been initiated which considerably increase activities in the
sector.
Selected major investments

11

Project description

Estimated amount of
the project in USD

The largest project in the infrastructure sector is the construction of North-South Road
Corridor, which is a 556km-long highway connecting the south of the country to the
north and further connected to Georgia's east-west highway that leads to Poti port of
Black Sea. The construction is still underway, with no concrete dates of completion
specified.

~1bn$

The figures include electricity, gas and water supply.
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Establishment of a ski resort at mount Maymekh, Lori region. The envisioned Maymekh
ski resort will be the largest in Armenia.

$34m

A group of high tech companies recently initiated the major real estate/IT project named
“Engineering City”. It is projected to occupy a 3ha land plot on Bagrevand Street, Yerevan.
Approximately 40 engineering companies will be settled. A World Bank project is
designed to support it with around $17m investment.

~$17m

Some major projects in commercial real estate sector are also underway. One of the most
expected ones is the construction of Hotel Kempinsky in the center of the city.

$20m

*The sector statistics includes Construction and Real estate activities by NACE 2.
Investment Opportunities
Investment Rationale
Long-term positive demand outlook
Lucrative underdeveloped segments, such as economy-class new buildings for young families
Prospective of new projects in industry and sector – new production premises
Potential new projects in tourism sector – infrastructure development and construction of new hotels
Development of modern format retail/office real estates, coworking spaces and other innovative formats
Energy efficient residential construction using new technologies
Infrastructure development
Development of touristic infrastructure
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3.6

FINANCIAL SERVICES

Industry Snapshot
Gross value added of the sector and

GVA dynamics of the sector

share in GDP, 2017

5%

21%
13%

11%

~558 $ million gross
value added

3%
-5%
2013

2014

2015

2016

2017

Growth rate of GVA, %

Sector size
Number of employees

13,300 / 1.3 % of total workforce (2016)

Assets (Banking)

$9,378 million (06.30.2018)

Equity (Banking)

$1,128 million (06.30.2018)

Assets to GDP (Banking)

78.2% (2017)

Loans to GDP (Banking)

45.1% (2017)

Number of players

Banks-17, Credit organizations – 39

Key trends – CAGR (2012-2017)
Assets (Banking)

12.1%

Equity (Banking)

10.8%

Loans (Banking)

11.8%

SIGNIFICANT
EVENTS

 In January 2018, ADB and Ameriabank signed an agreement for an equity investment
equivalent of $30 million—ADB’s first equity deal in Armenia. ADB has also approved a loan
of up to $30 million to Ameriabank.
 Earlier, in 2016, EBRD invested $40m in the acquisition of ~20% equity stake in Ameriabank
CJSC. This is the largest single-ticket equity deal the EBRD has signed in the region to date.
 Inecobank acquired ProCredit Bank CJSC with financing from equity investments and $20m
loan from the IFC. The EBRD made $20.3m equity investment acquiring 22.7% of shares in the
merged group.
 After increase of the capital requirements of banks to 30bln AMD (about 62 mln USD) four
merger deals took place during 2016. As a result, the number of banks reduced from 21 to 17.

FINANCE AND
CREDIT

The financial system in Armenia is rather sound, reliable and well regulated. The banking system
in Armenia is better positioned to meet possible shocks with its higher capital level
requirements.
The assets of financial institutions in Armenia have been consistently climbing up in 2000s.
Banking assets/GDP ratio has increased from 19.7% in 2006 to 78.7% in 2016; and banking
sector loans/GDP ratio has increased from 9.2% to 45.8% in the same period. NPLs are lower
than 10%.
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The financial sector of the Armenian economy is dominated by the banking segment, which
accounts for over 90% of total sector assets . Business loans make up the majority of banks’
lending portfolio. Armenia is ranked 78th among 137 countries on soundness of the banking
system ahead of many peers and developed countries (Global Competitiveness Report 2017 2018, World Economic Forum). 39 credit organizations (including leasing) operating in Armenia
account for a tiny share in the country’s financial assets.
There is a considerable trend of innovation in the banks, mainly focusing on introduction and
rapid expansion of mobile banking products.
INSURANCE

With the introduction of obligatory car insurance in early 2011, the market for insurance
services is increasing and recorded 8% GACR in the period of 2011 -2017. In the near future, a
series of initiatives are planned particularly mandatory medical and other types o f insurance to
boost the sector further.

PENSION FUNDS

Armenia has shifted from pay-as-you-go to multi-pillar pension system. In July, 2018 the
mandatory component started to apply to all citizens (only public servants were engaged in the
system before). Two international pension fund managers operate in Armenia with assets under
management for around $60m in total.

CAPITAL
MARKETS

The capital markets are generally underdeveloped. Fixed income instruments dominate it, while
public equities trading is extremely low. The first corporate bonds denominated in AMD were
issued in 2013 by the EBRD and IFC. However, it did not result in the anticipated increase in the
overall corporate bond trade activity. NASDAQ OMX operates the local stock exchange.

PRIVATE EQUITY
AND VENTURE
CAPITAL

Private equity financing remains long-term and comparatively harder-hitting goal. At the same
time the first venture capital fund Granatus Ventures with over $6mln started its activities in
2014 targeting booming IT sector.
The establishment of the private equity fund supported by EBRD and the European Union is
underway. The fund with the target capital of US$ –30-40 million plans to invest in small and
medium enterprises.

INFRASTRUCTURE

All Big4 (PwC, KPMG, EY, Deloitte) accounting firms are present in the Armenian market. A large
number of local accounting and consulting companies provide services to local and international
investors.
Investment Opportunities
Comparative advantages
 High growth potential of the sector
 Availability of high quality workforce
 High levels of transparency and
accountability of the sector
 High level of soundness of the sector
 Supportive state policy

Challenges
 Low diversification of available financing products
 Underdeveloped capital markets
 The private sector has low levels of transparency, reliable financial
data, financial literacy, efficiency and management (particularly, in
MSME segment)
 Over-leveraged bankable sectors (industry, energy, wholesale and
retail trade, tourism)

Investment Rationale






Activation of quasi –equity / mezzanine financing instruments for companies with high-debt burden
Establishment of small and mid-cap private equity funds
Establishment of acceleration funds investing in high tech, early stage startups
Channeling of pension funds’ into long-term instruments
FinTech instruments introduction and expansion (e-banking, online payments etc.)

29

Armenia Investment Map 2018

3.7 ENERGY
Industry Snapshot
Gross value added of the sector and
share in GDP , 2017

GVA dynamics of the sector and export of electrical energy
30%

23%

19%

20%
3%

10%

-2%

-2%

81

77

2013

2014

2015

57

78

-10%
~ $ 461 million
gross value added

-20%

71

0%

-30%
-40%
4.7%

Export, mln. $

2016

2017

Growth rate of GVA, %

Sector size 12
Number of employees:

24,200 / 2.4% of total workforce

Energy production:

7762.9 m kWh (thermal – 37%, nuclear -29.2%, hydro -33.8%, solar and wind – 0.04%)

Major players and selected recent major transactions
Nuclear PP
Yerevan Thermal PP
Lori 1 Wind PP

Hrazdan Thermal PP
International Energetic Corp.
~173 small Hydro PPs

Vorotan Hydro PP
Gazprom Armenia

Armenia’s energy sector with its high capacity for exports has strategic importance for the Armenian economy. The
production of energy is concentrated. The Nuclear PP and three thermal PPs account for around three-quarter of
the total production of about 7,700 GW in 2017.
Large energy generating capacities are under the management or ownership of Russian state-controlled companies
(Hrazdan Thermal PP, Hrazdan Hydro PP); Vorotan Hydro PP was sold to a US company in 2015. Tashir Group of
Companies recently acquired Electric Networks of Armenia JSC from INTER RAO UES, one of such Russian statecontrolled companies.
Gas imports from Russia and recently, from Iran is controlled by Gazprom-Armenia – a 100% subsidiary of Russian
Gazprom.
Renewable energy sector capacity is estimated at 4,400-4,900 GW annually. The Renewable Resources and Energy
Efficiency Fund (R2E2), an organization dedicated to promoting and facilitating renewable energy and energy
efficiency in Armenia, provides assistance to renewable energy and energy efficiency project developers, investors,
banks, condominiums, researchers, etc.
Solar energy is another subsector with high growth potential. Introduction of feed -in tariffs (the recently adopted
law allows households to sell the excess electricity to the electric networks) coupled with availability of subsidized
financing in the sector is expected to make solar energy projects feasible in Armenia in the mid -term perspective.
There are significant developments in sustainable energy in Armenia , particularly solar and wind energy.
Renewable energy investment plan was approved for Armenia in 2014 under the framework of “Scaling -Up
Renewable Energy Program (SREP)” of the Climate Investment Funds and it is foreseen to develop up to 110 MW
12

Sector size includes Electricity, gas, steam and air conditioning supply.
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utility-scale solar plant. In 2018, Armenian government approved the construction of a utility -scale Masrik-1 solar
PV power plant with 50-55 MW capacity in Gegharkunik region. Construction of more 5 solar energy plants with
about 60 MW total capacity is planned. Currently there are already 4 solar PV plants operating with total capacity
of 2.6MW.
Foreign investors from UAE and Spain started assessment of the wind potential aiming to build wind power plant
with total capacity of about 220 MW in Gegharkunik region.
In the hydro energy segment, there are nine medium size hydro PPs and a large number of small ones. The small
hydropower plants (SHPP) account for about 15% of total electricity production in 2017. There are 184 SHPPs
currently operating with total capacity of about 353 MW. Another 31 SHPPs are in process of development with
total capacity of ~70 MW (251m kWh) electricity production.
Several projects are under negotiations with the Iranian government, construction of Meghri HPP on Arax River
(140 MW) being one of them. Two other large HPP projects are Lori -Berd on Debet River (60 Mwt) and Shnokh (75
MW).
In the energy sector of Armenia, new investment projects for the near future include a new nuclear PP to replace
the current old one by 2026 (worth USD 4-5 billion investment).
Investment Opportunities
Comparative advantages
-

Fixed rates and purchase of produced electricity
from renewable sources for 15 years
Availability of solar, geothermal, hydro and wind
resources
Availability of local expertise for construction and
set up
Low-cost labor for operations
Availability of International technical assistance
Financing with favorable conditions for investment
projects

Challenges
-

-

Large electricity, gas and water companies
belong either to Russian/foreign companies
or are state owned and have political context
Certain Government bureaucracy for licensing
Obsolete technologies and equipment base in
electricity production and distribution; high
cost of modern quality equipment

Investment Rationale
-

Development of attractive renewable energy projects - construction of hydropower, solar and wind
stations
Non-traditional energy research and commercialization
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3.8 IT AND ENGINEERING
Industry Snapshot
765.1

559.1
474.9
320.9
148.8
58.2

379.1

338.6

205.1

2010

119.6

89.7

2011

2012

153.2

133.4

2013

Turnover, mln. $

2014

214.4

2015

2017

Export, mln. $

Source: Armenian ICT sector 2017, EIF

ICT and engineering services
Sector size
Number of employees

15,350 (2017)

Number of players

~650

Exports

$338.6 million

Key trends (2011-2015)
Average Growth Rate

26.3% (2010-2017)

Export Growth

58% (2015-2017)

Information Technologies
IT & Telecom is the most labor productive sector of the Armenian economy. The Government has declared IT sector
as a priority. The industry already attracted global brands such as Synopsis, Mentor Graphics (a Siemens Business),
VMWare, D-Link, Oracle, Cisco which carry out research & development functions in Armenia. Currently the industry
is comprised of close to 650 companies (800 if early stage startups are also included). Annual productivity of the
sector is estimated to be around 50,000 USD. The total revenue of the industry recorded 37% increase over 2015
reaching to 765.1 million USD in 2017. Most of the foreign owned companies are involved in off -shore programming,
serving foreign HQs.
A diverse set of infrastructure development initiatives support the development of the sector. Enterprise Incubator
Foundation, a government entity to promote IT and high tech sector has quite active in attracting and building
training, innovation and incubation facilities. Particularly, Microsoft Innovation Center, IBM Innovative Solutions and
Technologies Center, Armenian-Indian Center of Excellence, mLab Nokia Center provide modern educational and
research services to the industry.
The Gyumri Technological Center project launched in the second largest city of Armenia. The center houses stateof-the-art laboratories, educational center and business incubator. The second technopark was launched in
Vanadzor – the next largest city after Gyumri.
The startup ecosystem development is accelerating with increasing number of business ideas competitions,
hackathons and grant programs. The first venture fund, Granatus Venture Fund I, was created in 2013 to capitalize
on this trend investing in early stage high tech startups. As of now, the fund’s portfolio includes 13 companies that
cumulative raised more than US$60mln. HIVE Ventures, Smartgate.vc and FAST Foundation’s angel network are also
focusing on early stage startups.
Successful tech (mainly IT, other high tech sectors are not yet mature enough to absorb risk capital) startups are
striving to attract international risk capital given the trans -border nature and s calability of their products.
Engineering talent of Armenia becomes the basis for launching startups that work on global and regional challenges
primarily in the sectors of software, consumer internet, digital media, cloud and mobile technologies.
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Among successful startups are Picsart (attracted $45m including from Sequoia), Codefights ($12.5m), SoloLearn
($6.3mln), Teamable ($5mln), Menu Group ($4.5mln), Monitis (acquired by GFI Software in 2011), Integrien
(acquired by VMWare for ~$100m) and LiveLook (acquired by Oracle).
Engineering
Engineering services and small -scale production is a dynamically growing sector with significant dynamism in recent
years. Attracting R&D units of multinationals (MNCs) is an important sectoral ambition. The presence of such
international corporations as National Instruments and Synopsys play a crucial role in creating a headway.
The development of applied physics in Armenia is another field with great potential. The CANDLE project
(establishment of state-of-art international research center in the region based on third-generation synchrotron),
acquisition of 18 MeV Cyclotron in the scope project for Armenian Center of Excellence in Oncology at Yerevan
Physics Institute are two major projects in the field.
A set of world class labs - Armenian National Engineering Laboratory (ANEL) - supported by National Instruments
and USAID and established at the State Engineering University of Armenia sets an important precedent for creating
a critical infrastructure Engineering City with 3ha territory will be a much extended and massive initiative.
The Foundation for Armenian Science and Technology (FAST), launched in 2016, aims at building an ecosystem that
drives technological innovation and scientific advancement in Armenia. FAST intends to mobilize the scientific,
technological, and financial resources of the Armenian and international communities.
Among the new large-scale initiatives is The Convergence Centre for Engineering and Applied Science. Initiated by
the TUMO Center for Creative Technologies it will be made up of a (1) shared Hub offering hands -on workshops,
project-based instruction and applied research facilities; surrounded by (2) academic modules run by partner
universities and companies.
Investment Opportunities
Comparative advantages

Issues

-

Availability of high quality and creative workforce still at
3-4 times lower cost than in developed countries

-

Insufficient supply of engineers to meet the
rising demand

-

Strong science and engineering traditions, physics and
math education
Government
priority, proliferation of
critical
infrastructure including incubators, venture capital and
acceleration programs, international technical assistance
programs

-

Education lagging behind the increasing
industry requirements
Weak links between science and industry,
lagging commercialization activities

-

-

-

Strong links with the Diaspora and more advanced
ecosystems
Investment Rationale

High growth, innovative startup teams developing their own products, development of creative content, content
development for mobile, offshore/outsourcing programming opportunities, possibility to outsource back -end
functions from developed markets, etc., setup of R&D centers.
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3.9 HEALTH CARE AND PHARMACEUTICAL
Industry Snapshot
Gross value added of the sector
and share in GDP, 2017

GVA dynamics of the sector

4.0%

17%
12%
~ $479 million gross
value added

7%

6%

4%
2013

2014

2015

2016

2017

Growth rate of GVA, %

Sector size 13
Number of employees

48,300 / 4.8 % of total workforce (2016)

Number of large players

10

Exports of pharmaceutical products:

13.5 mln $ (2017), 15% CAGR 2013-2017

Major players
Medical Centers

Pharma producers

Erebuni Medical Center (multifunctional)

Liqvor

Shengavit Medical Center (multifunctional)

Pharmatech

Republican Medical Center (multifunctional)

Arpimed

Nairi Medical Center (multifunctional)

Medical Horizon

Izmirlian Medical Center (multifunctional)

Esco-Pharm

Nork Marash Medical Center (cardiology hospital)
National Oncology Center (cancer research and treatment
center)
Health system in Armenia is undergoing state purported development and overall improvement. The structural
optimization of the system has resulted in mergers of various medical institutions and decreasing number of
hospital beds.
The health care system in Armenia is divided into three administrative layers: republican (tertiary care hospitals
and epidemiological service), regional (hospitals) and municipal/community (primary healthcare service providers).
The key players are privatized large hospitals. Heart surgery, therapy, denta l and other medical directions are
developed. In recent years, many hospitals have considerably upgraded their facilities.
The export of health services is increasing in Armenia. Local hospitals and individual physicians are gaining
increasing reputation, especially in the spheres of cardio, eye treatment and dental services.
Dental service rapidly expands in Armenia. The effective price/quality ratio attracts many Diaspora Armenians, as
well as patients from the region.

13

Sector size of Health care and social work activities
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Professionals from the Diaspora play an important role in upgrading the sector. Thus, Nork Marash Cardiology
Center headed by a well -known Diaspora cardio-surgeon has become a leading international center for cardio
surgery with many patients from CIS and Middle East countries. International assistance (particularly with the
Diaspora involvement) and exchanges significantly contribute to the upgrade of skills and introduction of new
treatment methods.
Armenia has a great potential for development of nuclear medicine and becoming a regiona l center for diagnosis
and treatment of oncological and cardiovascular diseases. One of major developments in this field is the
establishment of Regional Centre of Excellence in Oncology –providing state-of-the-art cancer treatment in the
region using PET-scanner and cyclotron technology. IDeA foundation is launching new project which aims to create
high quality health spa/center in Dilijan.
In the area of medical higher education, Yerevan State Medical University has the largest number of international
students in Armenia.
Medical insurance still plays a marginal role in health care; however, the government has initiated a number of
initiatives in the field. In 2012, the government introduced social package covering health insurance for 120,000
state employees working in different state organizations and civil workers.
Pharmaceutical Sector
Pharmaceutical industry is yet small but dynamically growing sector of the economy. Currently over 15 licensed
local drug producers operate in the country mainly spec ialized in production of generic drugs – around 450 types.
The sector is highly export-oriented: major export markets are Georgia and CIS countries (Uzbekistan, Russia,
Kazakhstan, etc.). In 2013, Armenia officially moved to obligatory GMP (good manufactur ing practice) for drug
production to comply with international standards. GMP-certified production is expected to boost the exports of
Armenia’s pharmaceutical sector. This is also expected to gradually lead to consolidation in the sector leaving
strong and large-scale players that can afford investments in introducing GMP standards. As of now, 5 Armenian
producers have received GMP certification.
The sector is highly competitive with large number of market players: about 180 importing, 20 distribution
companies and 1,500 pharmacies operate in the sector. The two major distribution companies also operate the
two leading retail chains in the sector: Alfa -Pharm and Natali Pharm are the leaders.

Investment Opportunities
Comparative advantages
-

Regional expansion opportunities in selected areas
Availability of highly professional doctors in
selected areas
Advanced medical education

-

Intense connections with leading clinics in the West
through Diaspora

-

Crisis-resistant nature of the industry

Issues
-

Low level of medical insurance of local population

-

Low level of usage of medical services by the local
population on per capita basis

-

Low level of per capita drug consumption

Investment Rationale
Commercialization of existing assets, international expansion.
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3.10 RETAIL AND TRADE
Industry Snapshot
Gross value added of the sector and
share in GDP, 2017

GVA dynamics of the sector
21%

6%

5%
-3%

~ $1,246 million
gross value added

-10%

2013

11.3%

2014

2015

2016

2017

Growth rate of GVA, %

Sector size
Number of employees

115,700/ 11.5% of total workforce (2016)

Number of large players

30

Major players and selected recent major transactions
Retail chains

Yerevan City, SAS, Parma, Nor Zovq, Evrika, Krpak, Carrefour

Shopping centers/malls

Dalma Shopping Mall, Rio Mall, Yerevan Shopping Mall, Rossia Mall, Tashir, Yerevan City

Electronics

VEGA, AG Electronics, ZigZag, Aray (Technolife), Electronics Planet( i -electronics), VLV,
VESTA, Mobile Center

Automotive retail

All major car brands

Retail sector growth rebounded in recent years, after decline for couple of years. The growing income levels and
improving living standards in Armenia have paved the way for the accelerated growth and development of the retail
sector in Armenia. Retail trade sector is among the sectors with the highest employment level. The major portion of the
retail is still concentrated in Yerevan.
Food retail comprises the major share in total retail turnover, illustrating the structure of consumer spending. Building
materials, followed by clothing and furniture dominate in the retail of non-food products. Although the newly formed
government agenda is to demonopolize the trade, still few big players dominate the import of selected food items such
as sugar, wheat, as well as petrol and gas distribution.
The retail is undergoing a major convergence with more advanced countries through penetration of modern formats
(supermarkets, hypermarkets, discounters, “high street” retail, e-commerce). This leads to significant market structure
shake up and consolidation and the trend will accelerate in the coming years. The proportion of the open/close markets
(bazaars) has significantly declined from 20% in 2008 down to 6.7% in 2016.
After the opening of the first shopping mall - Dalma Garden Mall in 2012, Yerevan mall was the second to enter this
segment in 2014. The latest development in this field was the opening of 24,000sq.m. Rio Mall, which further developed
the quality of retail in Yerevan. Smaller size malls in the center of the c ity have also played a significant role in modernizing
the retail in Yerevan, in particular Metro Mall, Northern Avenue underground mall, etc.
Retail is also getting a boost from the readily available consumer financing from the banks that now offer combined cards
and other on the spot solutions to the consumers.
Automotive retail in Armenia is growing. Many foreign car manufactures have representatives in Armenia. Local
commercial banks provide loans for car acquisition with soft conditions. With entering into Eurasian Customs Union, the
VAT payments for imported cars from EEU have been exempted for individuals.
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Quality street retail also enjoys impressive expansion paces, especially triggered by the launch of Northern Avenue and
other shopping zones of the city. The retail market lacks the popular format of “do -it-yourself” (DIY) retail.
Development of online logistical services has been a new trend, with players such as Globbing, Onex and others offering
local population easy access to the US, Chinese and European cheaper products to be delivered directly to them.
The power of multiple distributors is diminishing as more retailers approach directly the suppliers or larger distributors
within EEU. These new trends are expected to open up opportunities for consolidation in the sector as well as untie
capacities for online retail.
There is an emerging trend of regional expansion of more innovative formats, particularly entrance of e-commerce
players to Georgia (e-shops, online food delivery).
*The sector statistics includes Wholesale and retail trade, repair of motor vehicles and motorcycles per NACE 2.
Investment Opportunities
Comparative advantages

Issues

-

Slow but steady increase of disposable income
Increasing consumer awareness and sophistication

-

Customs bureaucracy

-

Small number of modern retail formats

-

Still low level of competition in many segments

-

Monopolistic or oligopolistic imports in several
segments

Investment Rationale
Creation of modern retail formats with application of modern retail management. Development of e-commerce.
Attracting international brands and building chains. Developing niche players with innovative concepts.
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3.11 TEXTILE AND LEATHER PRODUCTS
Industry Snapshot
Gross value added of the sector and
share in GDP*, 2017

Export and GVA dynamics of the sector*

0.2%

42%

50%
40%
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26%
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6
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9

38

13%
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124

20%

68

~23 $ million gross
value added

30%
24
22%

20%

10%
0%

Export of Leather goods, mln $
Export of Textile, mln $
Growth rate of output, %
Note: Estimated based on Textile and Leather products
share in Manufacturing sector

Sector size
Number of employees

3927 14 / 0.4 % of workforce (2016)

Number of large players

~10

Main export products:

Apparel and clothing accessories (~$124m), Leather products (~$38m)

Main export markets:

Russia (60%), Italy (24%), Germany (13%)

Sector overview
During the last 6 years the production value of manufacturing industry has grown in Armenia. Textile and Leather
products are among the important and growing sectors for Armenia with a great potential to contribute to
employment especially in regions.
Although the Textile and Apparel sector has a small contribution to the whole economy (0.2%) its share in the value
of the manufacturing and merchandise exports is increasing (2%).
Industry traditions dating back to both the Soviet period as well as experience in manufacturing premium quality and
quality products (production of goods of leading Italian brands: La Perla, Montclair, Armani, etc.) indicate about a
comparative advantage of the textile industry to become one of the main drivers of manufacturing sector growth.
Support from the Government, privileged customs regime for import of input materials (lack of customs duty) enable
the further expansion and development of the sector in Armenia.
Geographical location of the country and relatively low electricity costs are comparative advantages supporting to
boost the production of the textile and leather products in Armenia. Proximity to Europe in comparison with
manufacturers in East Asia creates opportunity to strengthen Armenia’s position as contract manufacturing
destination for European brands. Foreign companies that put orders to Armenian companies are mainly famous
European brands, particularly, from Italy (La Perla, SARTIS, VERSACE etc.) and Germany (LEBEK International Fashion,
KUBLER Bekliedungswerk).
With the Armenia’s entry into Eurasian Economic Commission, the opportunity to increase its presence with textile
and leather production raised also in the countries of Eurasian Economic Commission as no customs duty applies to
Armenian products in the export markets within the customs union.

14

Employees excluding GA staff.
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Investment Opportunities
Comparative advantages
-

-

Access to skilled labor at competitive costs with experience
in manufacturing premium quality products for luxury
brands (La Perla, Moncler, Armani, Porsche)
Due to the membership to EEU Armenia benefits duty free
import of raw materials from EEU member countries, which
is crucial advantage for the reduction of production costs in
manufacturing.

Challenges
-

Increasing labor costs
Weak brand awareness in international
markets

Investment Rationale
-

Setting up contract manufacturing for EU companies
Production and export to EEU countries
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4 ENTRY POINTS, OPPORTUNITIES AND RISKS
Greenfield projects
Greenfield investment projects may be effective in mining, agriculture, real estate, tourism,
energy sectors. While the risks are limited here, the major disadvantage might be time spent on
getting state licenses and approvals, as well as recruiting and training the personnel.

Minority stakes
Investments resulting in minority stakes may be feasible in high growth businesses in retail,
finance, tourism, IT, manufacturing, with transparent and advanced management and proven
track of record. The potentially major risks might relate to minority shareholders’ rights
protection. Management professionalism and integrity, effective corporate governance
mechanisms, well elaborated shareholder agreements (allowed under recent legislative changes)
are crucial for the success of such types of investments. In most cases buying a blocking minority
(25%+1 shares) is practiced to hedge against possible risks.

Majority stakes
While consolidation through acquisition of majority stakes is an option suitable for any sector, it
is even more recommended for construction, retail, mining, manufacturing and tourism. Proper
financial and legal due diligence is recommendable to avoid possible risks.

Venture projects
This is an emerging space in the Armenian economy. Innovation centers and a number of
initiatives are expected to drive the growth in the sector and give birth to attractive targets for
angel and VC investments.

Co-investment
This alternative might be quite useful for investments in large real estate developments, such as
community development or construction of large scale malls. The major challenge is the choice of
the right and reliable partner, development of a legally clear and streamlined structure.
Management integrity and professionalism are also key success factors.

Investment through institutional vehicles
There are very few institutional investment vehicles in the country. The law on investments funds
sets for fiscally attractive and liberal regime for operations. The first Armenia-based Granatus
Venture Fund I and TK Equity mutual funds are the pioneers in respective fields and their
experience can be referenced for optimal structuring.
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5 EXIT OPTIONS
Sale to end-users
One-time residential or commercial real estate projects in most cases involve sale of the property
to end users and exit from the business, or retain some management and maintenance functions.

Sale to strategic investors
This option is suitable for large and attractive stakes in retail, banking, tourism, manufacturing,
and mining. Building scalable and transparent business will be critical to make them attractive for
international buyers. Options to sell to financial buyers are yet very limited.

MBO or MBI
It might be possible to sell the business to management. This can be either to existing
management (a Management-Buy-Out or MBO) or new management (a Management-Buy-In or
MBI). The option is suitable to businesses in any sector. This option will require a combination of
bank debt and private equity finance.

IPOs
IPO prospects are yet unclear and the public capital markets are significantly underdeveloped. In
the near future the most feasible targets for wider public placement of equity are commercial
banks. Currently the Central Bank of Armenia works closely with the corporate sector to develop
issuing capacities at companies.
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6 EV CONSULTING
Identity
EV Consulting is a management advisory firm that serves companies and industries aspiring to
move to the next level of competitiveness and innovation.
With offices in Moscow and Yerevan, EV Consulting is a trusted advisor for companies from the
CIS countries, the United Arab Emirates, Georgia and other countries.
EV Consulting partners with senior executives and business leaders to identify their next
development level and chart pathways to get there. Such partnerships are established in diverse,
but critical, areas of management – starting from spotting market opportunities, to helping raise
capital, to designing and implementing complex management systems.
EV Consulting enriches its thinking through its research arm - the Economy and Values Research
Center (www.ev.am), a think-tank focused on studying competitiveness. EV is a partner institute
of the World Economic Forum's Centre of Global Competitiveness and Performance.

Services
EV Consulting strives to transcend traditional disciplinary boundaries of typical consulting
approaches. Our core competence includes the following broad practice areas:

Strategy advisory

Designing mid- to long-term strategies and strategic plans
Comprehensive competitive analysis
Scenario planning
Crafting and installing strategy execution tools based on Kaplan
and Norton Execution Premium methodology
Linking strategy to operations through operational dashboards
and other tools

Investment advisory

Investment strategy formulation, investment proposals
Business plans and feasibility studies
M&A advice
Business valuation
Capital attraction (equity, debt, structured finance)
Deal structuring and negotiation support

Marketing advisory

Market research and analysis
Commercial due diligence
Market entry and expansion strategies
Brand positioning by applying Brand Positioning Workshop
technique
Brand value evaluation and benchmarking
Advertising campaign assessment
Customer satisfaction and loyalty assessment
Sales function optimization
Sales forecast methodologies
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Organization Design

Designing corporate centers or holding structures for diversified
businesses
Modeling effective organization structures best suited to company
strategies
Developing organization culture and motivation metrics
Staffing and competence needs assessments

Performance
Improvement

Streamline and improve finance function
Design and install performance measurement systems
Improve planning, budgeting and forecasting systems
Streamline and improve marketing function
Improve sales force organization, compensation schemes,
customer service standards
Operational dashboards, instituting efficient operational
management processes

Public Policy &
Development Advisory

Competitiveness and economic growth analysis and advocacy
Cluster and sector analysis and development work
Helping governments, international and support organizations
craft sector development policies and interventions
Economic policy design and advocacy
Design of monitoring and evaluation systems, impact assessment
of large scale non-commercial projects

Clients
EV Consulting's clients are primarily large and medium size companies, however, the flexibility of
our service structures also allows us to serve small companies and start-ups.
EV Consulting's clients are companies:
 seeking to raise capital to finance expansion
 willing to restructure and optimize financing
 planning mergers & acquisitions or selling a business
 willing to upgrade their management systems or a functional unit
 with established market position seeking to gather in-depth market intelligence
 seeking export markets or foreign strategic partners
 introducing a new product
 willing to redesign and optimize organizational structure
 MNCs willing to penetrate into new markets
 international organizations seeking top level analysis and advice
 public policy institutions seeking strategic advice
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Team
EV Consulting is comprised of people with wide experience, skills and at the same time insight and
creativity. The associates have been trained at Harvard, Oxford, Cambridge, Moscow State
University, and they pursue ACCA, CIMA, Kaplan & Norton recognized international certifications.
They showcase experience in both public and private sectors with backgrounds in economics,
business administration and finance. Our human resource is more than the aggregate of our
current employees. Our brain network adds value to assignments requiring specialized knowledge
by sharing expertise and exchanging ideas.

Yerevan Office:
37 Hanrapetutyan,
Yerevan 0010, Armenia
Tel: +37410 546434
Moscow Office:
Bobrov lane, home 4, building 1,
1st floor, office 15
Tel: +79857617910
info@evconsulting.com
www.evconsulting.com
www.evconsulting.ru
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