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Modern banking is subject to an ever-growing
set of regulations that put enormous pressure on
its work. Before the global financial crisis 2008
regulatory requirements concerned the credit risk
monitoring, capitalization of banking institutions.
Daily these risks increase the risks of real-time
transactions, deposit portfolio risks, risks caused
by managing data arrays and modern cyber-
threats. In the post-crisis time, the attention of the
banking market state regulators has shifted to the
requirements of effective liquidity management.
Banks are intermediaries between liquidity sup-
plying depositors and liquidity demanding bor-
rowers. Current scientific approach considers the
bank's liquidity much broader: from the simple
imbalance of active and passive balance sheet
items to the bank's ability to meet customer credit
needs. Bank for International Settlements uses
the term of global liquidity to refer to the ease
of financing in global financial markets. Com-
plete liquidity model for banks should include
managing short-term and long-term liquidity,
various development scenarios, optimization
of banks' liquidity. To this aim banks can imple-
ment shorten asset maturities or lengthen liability
maturities, improve assets average liquidity or
own capitalization.

Key words: liquidity, liquidity evaluation, liquidity
risk, liquidity management, market regulator.

CospemeHHasi  6aHKoBCKasi — OesimesibHOCMb
MOOYUHSIEMCS [OCMOSIHHO pacmywemy Kosu-
uyecmsy mpeb6osaHull, KOmopble OKa3biBarm
02pOMHOe das/ieHue Ha e2o pabomy. [Jo Mupo-
B020 ¢huHaHCoB020 Kpusuca 2008 2o0a Hopma-
muBHble mpeboBaHUs kacaucb MOHUMOPUHaa

KpeoOUmHo20 pucka, Kanumasiuzayuu 6aH-
KOBCKUX y4pexoeHull. ExedHeBHO amu pucku
yBE/IUYUBAIOMCS] 3@ CYeM PUCKO8 mpaH3akyuli
B peasibHOM BPEMEHU, PUCKO8 Oero3umHo20
ropmepeyisi, PUCKOB, CBsI3aHHbIE C yrpasneHuem
maccusamu OaHHbIX U COBPEMEHHbIMU Kubep-
yeposamu. B nocmkpusucHoe spems BHUMaHuUe
20Cy0apCmBeHHbIX peay/Iimopos 6aHKOBCKO20
PbIHKa CMEcmu/Iocb K mpebosaHusiM 3ghghek-
MUBHO20 yrpas/ieHusi IUKBUOHOCMBIO. BaHKu
SABNISAOMCST  [OCPEOHUKaMU  MeXOy BK/1a04u-
Kamu, rpedocCmas/sWUMU /IUKBUOHOCMb, U
3aeMwuKkamu,  mpebyrowumMu  JIUKBUOHOCMU.
CospeMeHHbIl HayyHbIl M100xod paccmampu-
Baem JIUKBUOHOCMb 6aHKka 20pa30o wupe: om
rpocmoeo ducbasiaHca orpedesieHHbIX akmus-
HbIX U naccusHbIx cmamel 6a/iaHca 00 crocob-
Hocmu 6aHka ydos/iemsopsimb nompebHocmu
KIueHmos 8 kpeoumax. B mexdyHapooHol
rpakmuke Ucrosib3yemcsi mepMuH 2106a/1bHasi
JIUKBUOHOCMb 07151 0603HaYeHuUs1  npocmomsi/
docmyrnHOCMU (hUHaHCUPOBaHUSI Ha MUPOBbIX
KpedumHbIX pbiHKax. MosHasi Modesib /IUKBUO-
Hocmu 07151 6aHKOB OO/DKHA BK/IO4Yamb yrpas-
JIeHUE KpamKocpo4yHol U 00/120CPOYHOU  /IUK-
BUOHOCMbBIO, Pas/luYHble cyeHapuu passumus,
onmumu3ayuo IuKBUOHoCMU 6aHkos. C amol
yenbto 6aHKU Mo2ym B8B0OUMb COKpPaWEHHbIe
CPOKU ro2aweHusi akmusos /U YO/IuHsImb
CPOKU ro2awleHusi 06s13amesibema, yJiydwams
CPEOHIo  /TUKBUOHOCMb aKmMUBO8 /U  CO6-
CMBEHHYI0 Kanumasu3ayuro.

KnioueBble cnosa: /IUKBUOHOCMb, OYEHKA JIUK-
BUGHOCMU, PUCK JIUKBUOHOCMU, Yyrpas/ieHue
JIUKBUOHOCMbIO, Pe2y/Isimop PbIHKa.

CyuacHuli 6aHKiscbkull i3Hec ridrnopsioKoByemMbCsi MOCMIUHO 3pocmarodili KilbKocmi BUMO2, WO YUHSIMb BeAUYe3HUl muck Ha to2o pobomy. [o csimo-
BOI ¢hiHaHcosoi kpu3u 2008 poKy pe2y/IimopHi IHCMPYMEHMU CMOCYBa/ILUCS 8 OCHOBHOMY MOHIMOPUHaY KPeOUMHUX PU3UKI8 ma 8uMo2 ujodo Karimarii-
3ayjiil 6aHKIBCLKUX yemaHos. LLJoOHs yi pusuku 36i/bUyomb pUSUKU mpaH3akyilti y pexumi peasibHo20 HYacy, pusuKu 0eros3umHo20 nopmeessi, pusuku,
BUK/TUKaHI KepyBaHHsIM Macugamu 0aHUX ma Cy4acHUMU Kibep3agposamu. Y ricaskpu308ull Mepiod ysaza 0epxasHUX peaysisimopis 6aHKIBCLKO20 PUHKY
3micmusiacb 00 HE0BXIOHOCMI egheKmMUBHOZ0 YrPas/iHHS /IKBIOHICMIO. [MepedyMoBU BUHUKHEHHS KPU3U JIIKBIOHOCMI Ha HayioHa/lbHOMY 6aHKIBCLKOMY
PUHKY CMBopU/IU maki Hecrpusim/Iusi (hakmopu: 3HaqHa 3a/1eXHICMb BIMYU3HSHUX GaHKI8 8i0 0erno3UmHUX pecypcis; BUCOKa Yacmka 0erno3umig Ha
BUMORY 8 6aHKIBCLKOMY opmahesii; BUCOKI PU3UKU KpedumysaHHsi ma icmomHa Yacmka npobeMHUX Mo3uk; 2ocmpa rnompeba 6aHKig y ghiHaHCyB8aHHI ma
HeobrpyHmosaHe NiOBULLEHHS CMasoK 3a dero3umamu. baHKu € nocepedHUKamMu MiX BKIAOHUKaMU, Wo Hadaromb JIiKBIOHICMb, ma rno3uyasibHUKamu,
wo sumazaroms siksioHocmi. CydacHuli Haykosul nioxio po3a/isidae /iksioOHICMb 6aHKy wupwe: 8i0 npocmo2o oucbasnaHcy BIOMOBIOHUX akKmUBHUX ma
racugHux cmameli 6anaHcy 0o 30amHocmi 6aHKy 3a0080/IbHSIMU Nompebu KAiEHMIB y Kpeoumi. Y npakmuyi MXHaPOOHUX pO3paxyHKI8 BUKOpUCMO-
BYOMb MEPMIH 2/106a/1bHa JliKBIOHICMb 07151 Xapakmepucmuku rnpocmomu/ 60cmynHocmi KpedumysaHHsI Ha C8ImoBuUX (hiHaHCOBUX puHKax. Kpedum
€ 00HUM i3 K/I0HOBUX IMOKA3HUKIB 2/106a/1bHOI /iKBIOHOCMI ma rnepebysae y UeHmpi ysazu 2/106a/1bHuUX MOKa3HUKIB AIKBIOHOCMI, Wo oyiHoombcst Bank
for International Settlements. NosHa MoOesb NIKBIOHOCMI 07151 6aHKIB MOBUHHA BK/IIOYAMU YNpas/liHHsI KOPOMKOCMPOKOBO ma 00B20CMPOKOBOIO JiK-
BIOHICMIO, PI3HI CUeHapii po3BUMKY, ormumisayito /iKk8iOHocmi 6aHKig. [J/1s1 Ub020 b6aHKU MOXYMmb BrPOBAa0XKYBaMU CKOPOYEHHS CIMPOKI8 Mo2auwleHHs1
akmusig abo nodosXysamu CMPOKU Mo2alleHHs1 Nacusis, rnokpawysamu cepecHro /iksIOHICMb akmusis abo snacHy Kanimanizauyito. baHku Moxymb
ompumamu 3axucm liK8IOHOCMI Wi/ISIXOM 06YMOB/TEHHS NPOO&XY MO3UK iHWIOMY 6aHKy abo cmpaxysaHHs KpeOUMHUX PU3UKIB, @60 X PO3MILYEHHST akmu-
BiB y YeHmpasibHoMy 6aHKy, siki MOXymb 6ymu BUKOPUCMAHI 8 SIKOCMI 3acmasu 07151 MO3UKU 3a yMOB Kpu3U.

KntouoBi cnoB.a: /iikBioHICMb, OyiHKa AiKBIOHOCMI, PU3UK JIIKBIOHOCM, YrPAB/IIHHS /IIKBIOHICIIO, pe2y/IsSmop PUHKY.

Introduction. Modern banking is subject to an ever-
growing set of regulations that put enormous pressure
on banks' work. By imposing additional requirements,
macro-prudential policies may deter lending to over-
risky borrowers or create the necessary capacity to
absorb credit portfolio losses. For domestic banks
liquidity risk is one of the most important among finan-
cial risks because savings banks need to increase
their ability to meet deposit obligations.

Literature review. These problematic issues
have been repeatedly considered in market regu-

lators' documents [1; 2] and scientific researches
[3-5; 7]. After the global financial crisis 2008 the
regulatory requirements have shifted to liquid-
ity risks monitoring and effective protection banks
against them. The liquidity risk factor was and is
now important for domestic banks since GFC had
transformed on the national banking market to
liquidity crisis.

Aims. The attention of modern banking regulation
is shifting to monitoring liquidity risks and protects both
the bank and its customers from them. The purpose of
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the article is to analyze current banking liquidity prob-
lems and recommendations for their improvement.

Results. Banks are intermediaries between
liquidity supplying depositors and liquidity demand-
ing borrowers. Furthermore, they provide contingent
liquidity in the form of loan commitments and liquid-
ity backup lines [3].

Liquidity is a term with clear but related values,
depending on the context. In literary sources, depend-
ing on the purpose of the study, there are generally
three concepts of liquidity:

— asset liquidity;

— institutional liquidity;

— national liquidity.

In particular, asset liquidity is defined as the ease
to liquidate an asset quickly with minimal liquidation
losses. Therefore, the dimensions of asset liquidity
are time and liquidation value [3].

Bank's liquidity is generally interpreted by econo-
mists as the ability of a bank to cover certain liabilities
categories with the relevant assets groups.

Liquidity in banking refers to the ability of a bank
to meet its financial obligations as they come due.
Liquidity can ensure from direct cash holdings in
currency or on account at the Central bank. Liquid-
ity ensuring comes more frequently from acquiring
securities that can be sold quickly with minimal loss.
Bank’s liquidity conditions, particularly in a post-cri-
sis time, are affected by other factors than just cash
reserve and highly liquid securities. For example, the
maturity of its less liquid assets will also matter.

However, the current scientific approach consid-
ers the bank’s liquidity much broader: from the simple
imbalance of active and subtle balance sheet items
to the bank's ability to meet customer credit needs.

Bank for International Settlements uses the term
"global liquidity" to refer to the ease of financing in
global financial markets. Credit is among the key indi-
cators of global liquidity and the focus of the global
liquidity indicators estimated by the Bank for Interna-
tional Settlements.

International cross-border and foreign currency
credits as a key indicator of global liquidity have con-
tinued to expand in recent years to 38% of global
GDP. This growth has been driven by international
debt securities issuance, while the role of banks has
diminished — both as lenders and as investors in debt
securities. The aggregate trend has been more pro-
nounced for advanced economies than emerging
market borrowers [4].

Determining the level of a bank's potential assets
involves three aspects [1]:

— what proportion of maturing assets will a bank
be able to roll over or renew?

— what is the expected level of new loan requests
that will be accepted?

— what is the expected level of draw-downs of
commitments to lend that a bank will need to fund?
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The proposed approach segregates the assets into
three categories by their degree of relative liquidity:

— the most liquid category includes components
such as cash, securities, and interbank loans;

— a less liquid category comprises a bank's sale-
able loan portfolio;

—the least liquid category includes essentially unmar-
ketable assets such as loans not capable of being read-
ily sold, bank premises and investments in subsidiaries,
as well as, possibly, severely troubled credits;

— assets pledged to third parties are deducted
from each category [1].

In addition to changes in approaches to the treatment
of banking liquidity, the 2008 crisis has also changed the
main approaches to managing liquidity risks.

Even before the GFC 2008 the importance of dis-
closure [2] and liquidity transformation [5] for effec-
tively liquidity managing was repeatedly emphasized.

In Sound Practices [2] it is indicated on the impor-
tant role of public disclosure in improving liquidity.
Each bank should have in place a mechanism for
ensuring that there is an adequate level of disclosure
of information about the bank in order to manage pub-
lic perception of the organization and its soundness.
Public disclosure is an important element of liquidity
management. Astute public relations management can
help bank counter rumors that can result in significant
run-offs by retail depositors and institutional investors.

In the traditional banking system, intermediation
between savers and borrowers occurs in a single
entity. Savers entrust their savings to banks in the
form of deposits, which banks use to fund the exten-
sion of loans to borrowers. Credit intermediation
involves credit, maturity, and liquidity transformation.
Credit transformation refers to the enhancement of
the credit quality of debt issued by the intermediary
through the use of priority of claims. For example,
the credit quality of senior deposits is better than the
credit quality of the underlying loan portfolio due to
the presence of junior equity. Maturity transforma-
tion refers to the use of short-term deposits to fund
long-term loans, which creates liquidity for the saver
but exposes the intermediary to roll over and dura-
tion risks. Liquidity transformation refers to the use of
liquid instruments to fund illiquid assets [5].

Prerequisites for the liquidity crisis of the national
banking sector had its own characteristics, namely:

— the significant banks’ dependence on deposit
resources;

— the high share of deposits "on the claim” in the
banking portfolio;

— high risk of lending;

— high proportion of bad loans;

— the acute need banks for hot money and the
unreasonable increase in deposit rates.

Basel Il was the responding to the GFC 2008.
The banking sector entered the crisis with too much
leverage and inadequate liquidity buffers, poor gov-
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ernance and risk management. The combination of
these factors resulted in incorrect credit and liquid-
ity risk assessments and excessive credit growth.
Responding to these risk factors, the Basel Commit-
tee issued Principles for sound liquidity risk manage-
ment and supervision.

Liquidity requirements, according to Basel I, are:

— a minimum liquidity ratio, the Liquidity Coverage
Ratio, intended to provide enough cash to cover fund-
ing needs over a 30-day period of stress;

— a longer-term ratio, the Net Stable Funding
Ratio, intended to address maturity mismatches over
the entire balance sheet additional requirements for
systemically important banks, including additional
loss absorbency and strengthened arrangements for
cross-border supervision and resolution.

Liquidity management is the management of cash
flows across an institution’s balance sheet and pos-
sibly across counterparties and locations. It involves
the control of maturity/currency mismatches and the
management of liquid asset holdings. A bank’s liquid-
ity management strategy sets out limits on such mis-
matches and the level of liquid assets to be retained
to ensure that the bank remains able to meet fund-
ing obligations with immediacy across currencies and
locations, while still reflecting the bank’s preferred
balance of costs of acquiring term liabilities or hold-
ing low-yielding liquid assets and risks associated
with running large maturity. Accordingly, liquidity risk
refers to a bank’s inability to raise sufficient funds in
the right currency and location to finance cash out-
flows at any given point in time [6].

The macro-prudential instruments implementation
according to Basel principles is three-step:

— firstly, it gives banks flexibility in crisis or post-
crisis times, thus enhancing their resiliency;

— secondly, it mitigates negative macro-prudential
externalities;

— thirdly, it prevents imprudent depletion of capital
resources.

However, one could envisage examples of poten-
tial conflicts between different macro— and micro-
prudential instruments. For example, the macropru-
dential perspective could call for distressed banks
to draw down their capital buffers to absorb losses
without abruptly cutting back on lending to the real
economy. At the same time, the microprudential per-
spective may be more concerned with the resilience
of distressed banks and the need for such banks to
shore up their capital buffers. Both perspectives are
understandable and highlight the importance of coor-
dinating macro- and microprudential policy regard-
less of their institutional setup [7].

According to the authors of study [3], the develop-
ment of an internal, quantitative and complete liquid-
ity model for banks should cover several aspects:

— firstly, the model should cover the product and
the aggregate level,

— secondly, it should include short-term and long-
term liquidity;

— thirdly, it should describe various scenarios such
as expected and stressful scenarios;

— fourthly, it should relate to the modeling, man-
agement and optimization of banks' liquidity.

Banks can achieve liquidity in multiple ways such
as shorten asset maturities or lengthen liability matur-
ities, improve the average liquidity of assets or capi-
talization and more.

Banks can obtain liquidity protection. To this aim
they can condition the loan sale to another bank or
insure credit risks, or preposition assets in a central
bank, which can be used as collateral to borrow cash
in a crisis.

Conclusions. The problem of effective liquidity
management has been faced by banks in the global
financial crisis in 2008. Its importance has led to the
implementation of new Basel Ill requirements and the
corresponding requirements of the national state reg-
ulators of the banking market. The current approach
considers bank liquidity broader. In this regard, banks'
approach to managing their own liquidity should be
comprehensive and coordinate managing the bank's
credit and deposit portfolios. This thesis is especially
relevant for domestic banks that are dependent on
deposit resources and adhere to aggressive lending
policy. Also the requirements for disclosure and con-
sideration of liquidity transformation between credit
and deposit portfolios are important for the national
banking.
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FEATURES OF CONTEMPORARY BANK'S LIQUIDITY MANAGEMENT

The purpose of the article. The conditions of modern banking management have changed significantly.
The approach to liquidity managing before and after the global financial crisis 2008 became another. There-
fore, the attention of market regulation is shifting to effectively protect banks from liquidity risks. The purpose
of the article is to analyze current regulatory problems and liquidity risks impact on their.

Methodology. These problematic issues have been repeatedly considered in market regulators' docu-
ments and scientific researches. Analysis of modern banking liquidity management is based on taking into
conditions banks' liquidity and peculiarities liquidity management after Basel IlI.

Results. Before the global financial crisis 2008 regulatory requirements concerned the credit risk monitor-
ing, capitalization of banking institutions. Daily these risks increase risks of real-time transactions, deposit
portfolio risks and emerging liquidity risks. In the post-crisis time, the attention of the banking market state
regulators has shifted to the requirements of effective liquidity management.

Prerequisites for the liquidity crisis of the national banking sector had its own characteristics, namely,
significant banks’ dependence on deposit resources; the high share of deposits "on the claim" in the banking
portfolio; high risk of lending; high proportion of bad loans; the acute need banks for hot money and the unrea-
sonable increase in deposit rates.

Banks are intermediaries between liquidity supplying depositors and liquidity demanding borrowers.
Furthermore, they provide contingent liquidity in the form of loan commitments and liquidity backup lines.

In literary sources there are generally three concepts of liquidity: asset liquidity, institutional/ banks’ liquidity
and national liquidity. Asset liquidity is defined as the ease to liquidate an asset quickly with minimal liquidation
losses. Liquidity in banking refers to the ability of a bank to meet its financial obligations as they come due.

Current scientific approach considers the bank's liquidity much broader: from the simple imbalance of active
and passive balance sheet items to the bank's ability to meet customer credit needs. In particular, Bank for
International Settlements uses the term of global liquidity to refer to the ease of financing in global financial
markets.

Complete liquidity model for banks should include managing short-term and long-term liquidity, various
development scenarios, optimization of banks' liquidity. To this aim banks can implement shorten asset maturi-
ties or lengthen liability maturities, improve assets average liquidity or own capitalization. Important role for the
effective management of banks' liquidity had in the past and remain today the disclosure and consideration of
liquidity transformation.

Practical implications. Implementation of liquidity management measures will help to ensure stable banks'
state and enable banks to manage liquidity risks more effectively.

Value/originality. We have considered the features of current banking liquidity management. These prob-
lematic issues are especially important for banks that are dependent on deposit resources. New challenges
and risks will determine the prospects for further research in this area.
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