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DEVELOPMENT TRENDS IN THE CONSUMER LENDING IN UKRAINE

Consumer lending is the best available type of
lending that serves as a motivating factor for the
economic development. Consumer lending develop-
ment has its own specifics in current conditions. Its
trends are influenced by, on the one hand, increased
resource opportunities for financing of human needs
and, on the other, increased consumer needs of a
human of modern “consumer society” that is char-
acterised by individual consumption, which runs far
beyond the needs for being (survival).

The conducted analysis of the consumer credit
market in Ukraine allowed revealing that Ukrainian
banks put best leg foremost in order to keep high
consumer credit margin and development of maxi-
mum marginal loan products. It is caused by the fact
that lending remains their key focus area and earned
interest and loan fees — the primary source of income
(about 80%), in spite of Western banks where income
from other types of activities amount to 30-40%. It
is determined by different development level of the
banking industry and banking culture. Practically,
actual expenses for loan issue, which are increased
by the margin, which the creditor plans to receive and
which does not allow him to re-orient to other busi-
nesses, compose that price below which, in terms of
increasing demand, consumer loans principally will
not be granted. Under the margin increase, a bank’s
wish to disburse more loans increases too, thus under
the pent-up demand for credit, there is no question of
margin decrease.

Regardless of the fact that in the current banking
practice in Ukraine, there is no any general model of
lending to individuals, banks have different experi-
ence in the organization of this process and different
quality of loan facilities as well as considerable differ-
ences in capital dimension, sizes and profile of assets
and liabilities, quality of resources, features of credit
policy, universal standards of lending to individuals
should be immediately introduced in the Ukrainian
banking practice. This is due to the fact that the solu-
tion of the problem of improving firmness of the coun-
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try’s banking system under the crisis requires devel-
oping new methodological approaches and wider use
of lending process management tools. And it is stan-
dardization of lending that should become one of its
most important components.

We consider that existence of procedures, which
are secured in legislation, on the declaration of bank-
ruptcy of individuals and collection of debts would
allow creditors to act within the civilized methods of
collecting overdue accounts.

In such a way, the development of standards for
lending to individuals as a tool for consumer credit
regulation in Ukraine under modern unstable condi-
tions and for effective development is necessary in
the long view and will allow both to improve lending
process and create such a mechanism of the con-
sumer credit market performance that will maximize
positive effects and minimize risks.
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