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DEVELOPMENT OF THE FINANCIAL MARKET OF UKRAINE
PO3BUTOK ®IHAHCOBOI'O PUHKY YKPAIHU

The article examines trends and prospects for the development of the financial market of Ukraine.
Banks have a significant share of the assets of the entire market and play a significant role in it.
State ownership in the banking sector prevails. Credit risk remains the determining factor among other
types of risks; however, the recovery of the economy will gradually reduce credit risks. Over the past
five years, the number of insurers, pawnbrokers and credit unions has more than doubled. The most
numerous participants in the financial market are financial companies. The NBU softens the mon-
etary policy, maintaining its ability to influence the behavior of economic agents, and strengthens the
requirements for financial institutions, bringing them closer to European standards. Recommendations
are given for financial institutions: compliance with prudential requirements of the regulator, timely
reporting, revival of lending with improvement of credit risk management, improvement of compliance
management, perfecting of cyber protection systems and improvement of business models.
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Y cmammi 0oc/lioxeHO meHOeHUil ma repcriekmusu Po3sUMKy (bIHaHCOBO20 PUHKY YKpaiHu.
BaHKisCcbKi ycmaHosuU Maromb Yacmky 89 % akmusig ycb020 pUHKY ma sidiepatomb Ha HbOMY 3Ha-
YHy pO/ib, B/1aCHICMb 0epxasu y 6aHKIBCbKOMY CeKmopi rnepesaxac. AKmusU 6aHKig i 00XIOHICMb
[10CMyroBo 3p0CMaroMb, MPOMe 3HUXYEMbCS KpeoumysaHHsI ma SIKICmb KpeoumHo20 Nopmgerto.
KpedumHuli pu3uk 3a/1uiaemscsi BU3HaYa/IbHUM ceped IHWUX BUOIB PUSUKIB, MPome BIOHOB/IEHHS
EKOHOMIKU [OCMYMOBO0 3HUXYBamuMe KpeoumHi pu3uKU. Ypooos OCMaHHIX M'SSmb POKIB Ki/TbKicmb
CMpaxosuKig, /10Mbapois ma KPeOUMHUX CrIi/IoK 3MeHWUIAcs 6iibw siK y 08idi. HallyucesibHiwuumu
y4acHuUKamu GhiHaHCOBO20 PUHKY € (hiHaHCOBI KOMIaHii, sIKi Bi03Ha4atombCsl MOBIIbHUMU memmamu
3pocmanHs1 akmusis, KpedumysaHHsi | pubymkosocmi. [10rpu 3MEHWEHHST Ki/lbkoCmi CmpaxosuKis,
OisifIbHICMb iXHS Gy/1a BUCOKONPUGYMKOBOI, 0c06/UB0 y 2022 poyi. Halibinbwy seuyuHy npemid
79% 00epxaHo i3 0coBUCMO20 cmpaxysaHHsl ma asmocmpaxysaHHsl. KpeoumHi Crii/iku BUPI3HSI-
tombCs cnadaHHsIM Ai/1080i aKmusHOCMI, xo4a y dpy2omy keapmarii 2023 poky 8i06y10Cs He3HaqYHe
3pocmanHs (hIHAHCOBUX MOKa3HUKIB. [isi/ibHiCmb /1oM6apaiB XapakmepusyembCsi 3MEHWEHHSIM
aKkmusig, KpedumysaHHsi ma 00xo0i8 y KiHyi 2021 poky i y 2022 poyi ma nocmyrnosuM 3pOCMaHHSIM
yrpodosx 2023 poky. HayioHasibHUll 6aHK YkpalHu rnom’sikluye MOHemapHy rosimuky, 36epizatoyu
CBOK0 30amHicMmb Br/IUBY HA MOBEOIHKY eKOHOMIYHUX a2eHmis, @ MakoX MOCU/TOE BUMO_2U 00 hiHaH-
COBUX ycmaHoB, Hab/ILKyro4U Ix 0o esporelicbKuX cmaHoapmis. HaseoeHo pexomeHdayji 07151 yeriw-
HO20 p038UMKY (hiHRHCOBUX YCmaHoB: 00MpUMaHHsI MpyOdeHUilIHUX BUMO2 peay/Ismopa, CB0eYacHe
38ImyBaHHsi, MOXBAB/TEHHS KpeOUMYBaHHS1 i3 YOOCKOHa/IEHHSIM Yrpas/iiHHs1 KpeOUMmHUMU pu3ukamu,
YOOCKOH&/IEHHS! KOMI/IAEHC-MEHEOXMEHMY, MOKpaUWJeHHs cucmem Kibep3axucmy, yOOCKOHa/IeHHs!
6i3Hec-Modesiel. [1/1s1 36epexeHHs cmabisibHocmi (hiHaHCO0B020 cekmopy YkpalHu HeobxioHa CKo-
OpouHoBaHa ma 3/1a200eHa OisilbHICMb yCix U020 yYaCHUKIB, @ MaKoX opaaHis depxasHoi a1adu.
30Kpema, Oepxasa Mae 3abe3rnedysamu BUKOHaHHS YCiX CBOIX 30608’3aHb rneped MiKHapOOHUMU
rnapmHepamu, MiKHapOOHUM Ba/TIOMHUM (DOHOOM, & MaKoX MompuUMKy GI3HECY ma HaceseHHsI
uepes npozpamu nifbaoBo20 kKPeoumysaHHSI.

KntouoBi cnoBa: ghiHaHcu, hiHaHCcoBUl PUHOK, 6aHK, thiHaHCOBa ycmaHoBa, peayssimop.
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Formulation of the problem. The development
of the financial market has a significant impact on
the economic development of the state and is a
reflection of its level. Banks occupy a significant
share of the financial sector and are highly dynamic
and innovative elements of the financial system of
Ukraine. Participants of the financial market function
in difficult conditions caused by active military
operations on the territory of our country, which
leads to conditions of uncertainty and instability.
The banking institutions proved to be the most
resistant to today's risks due to the multi-year
effective reform of the banking sector by the central
bank. Non-bank financial institutions have had a
harder time adapting to new shocks. An important
role in the functioning of the financial market is played
by the National Bank of Ukraine as a regulator.
The effectiveness of its policy determines the direction
of development of financial market participants.

Analysis of research and publications. The
problems and prospects of the development of the
financial market of Ukraine have been studied by

many scientists, including Gataullina E. [1], Ustinova .
[2], Kravchuk N., Lutsyshyn O. [3], Hryhorash O.,
Voloshyn I. [4] and other.

Taking into account the achievements of
scientists, it is worth noting that the current trends in
the development of the financial market in Ukraine
require further research.

Formulation of the objectives of the article.
The purpose of the article is to study trends and
prospects for the development of the financial market
of Ukraine, development of recommendations.

Presentation of the main material. In 2017,
82 banks operated on the Ukrainian financial market,
their number decreased every year, and as of June
2023, itwas 65 (Fig. 1). Of them, 29 banks have foreign
capital. The assets of the banking sector are gradually
growing, in particular during the second quarter of
2023 — by 4.7%, largely at the expense of banks with
private capital. State banks occupy 50.2% in terms of
net assets, 60.7% in terms of public funds. Since the
beginning of the full-scale war, lending and the quality
of the banks' credit portfolio have been declining [5].
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Credit risk is the main risk of banks. The share
of non-performing loan s in the banking sector was
41% as of 12/2020 and decreased to 26.6% by
28/02/2022, but in connection with the start of a full-
scale war, it increased to 38.9% (as of 06/2023). The
largest share of NPLs in corporate loans is 44.7% as
of June 2023, in loans to individuals — 30% (Fig. 2).

In the first two quarters of 2023, the banking sector
earned UAH 34 billion in profit, of which about 40%
was provided by Privatbank. The high profitability
of banks is due to the growth of interest income,
mainly from Domestic Government Loan Bonds and

certificates of deposit. Banks were unprofitable only
in the | and Il quarters of 2022 (Fig. 3).

At the end of 2017, there were 378 credit unions,
their number decreased every year and as of June
2023, there were 151 units. Since 2019, the amount
of assets, loan portfolio, and operating income of
credit unions has been decreasing, but in the second
quarter of 2023, there was a slight increase in these
indicators (Table 1).

At the end of 2017, 294 insurers worked, but their
number gradually decreased with each investigated
period and as of 06.2023 was 115 units.
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Figure 1. Dynamics of financial market participants, 12.2017 - 06.2023

Source: Compiled according to the sources [5—6]
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Figure 2. Dynamics of the share of non-performing bank loans, 12.2020 - 06.2023

Source: Compiled according to the sources [5]
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Figure 3. Dynamics of profit and ROE of banks, 03.2021 - 06.2023
Source: Compiled according to the sources [5]
Table 1
Dynamics of financial sector assets, billion hryvnias
Financial institution | 31.12.2019 31.12.2020 31.12.2021 31.12.2022 31.03.2023 30.06.2023
Banks 1493,3 18228 2 053,2 2 353,9 24272 2562,1
Insurers 63,9 64,9 64,7 70,3 70,5 70,8
Credit unions 2,5 2,3 2,3 1,4 1.4 1.4
Finance companies 162,2 186,5 216,4 2440 259,3 236,7
Pawnshops 4,3 3,9 4,3 41 4,3 45

Source: compiled according to the sources [5-6]

The number of pawnshops decreased from
415 units as of December 2017 to 164 units as of
June 2023. The volume of their assets increased
in the first half of 2023 to UAH 4.5 billion. Lending
significantly decreased at the end of 2021 and 2022,
and gradually increased during 2023. The financial
result of pawn shops was negative in the |-l quarters
of 2022, but for the Il quarter of 2023 it amounted to
UAH 52.3 million.

During 2018-2019, the number of financial
companies increased, but further decreased and as
of 06.2023 amounted to 629 units. The amount of
assets of financial companies grew, except for the
Il quarter of 2023. The volume of lending decreased
significantly in the first two quarters of 2022, then
slowly grew. Net profit grew rapidly during the first
half of 2023.

Despite the smallest number of banks, they occupy
the largest share of the financial market by assets,
namely 89.1%. Financial companies own 8.2% of
assets, although they outnumber the rest of the
participants. Insurers have a share of 2.5% of assets,
pawnshops — 0.2% and credit unions — 0.05% (Fig. 4).

Since the end of 2019, the volumes of assets and
insurance premiums from life insurance have been

growing. The largest amount of premiums, 79%, was
obtained from personal insurance and auto insurance.
The assets of risk insurers decreased in the first two
quarters of 2023, the amount of gross premiums
increased in the Il quarter of 2023 to the value of the
IV quarter of 2021 (Fig. 5). The activity of risk insurers
was profitable, the highest values were in 2022. The
profitability of life insurers was quite high, especially
according to the results of the Il quarter of 2023.

The NBU continues to soften its monetary policy
by lowering the discount rate. As of October 27,
2023, the rate was reduced to 16% (as of June 3,
2022, it was 25%) to the level of the overnight
NBU certificate of deposit rate. Keeping the short-
term hryvnia interbank rates close to the discount
rate by the regulator will increase the ability of the
National Bank of Ukraine to influence the behavior
of economic agents. Interest rates on the regulator's
transactions with banks remain unchanged to
maintain the attractiveness of hryvnia assets. In order
to encourage banks to attract hryvnia time deposits
of individuals, the regulator established the growth of
these deposits with a term of more than 3 months
as a single basis for calculating the limit of banks'
investments in three-month certificates of deposit
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Figure 4. Structure of financial sector assets by participants, 06/30/2023

Source: Compiled according to the source [5-6]
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Figure 5. Dynamics of insurers and their assets, 12.2019 - 06.2023

Source: Compiled according to the source [6]

from December 2023. The regulator introduces a
number of new requirements for non-bank financial
institutions in accordance with European standards
and renews its on-site inspections, which will improve
the activities of financial service providers.

To maintain the stability of the financial sector of
Ukraine, coordinated and conceptual activities of all its
participants, as well as state authorities, are needed.
In particular, the state must ensure the fulfillment of
all its obligations to international partners, the IMF,
as well as support for business and the population
through soft credit programs.

Bunyck 75. 2023

Recommendations for
financial institutions:

— compliance with prudential requirements of the
regulator, timely reporting;

— revitalization of lending with improvement of
credit risk management;

— improvement of compliance management;

— perfecting of cyber protection systems;

— improvement of business models.

Conclusions. A gradual decrease in the NBU
discount rate will lead to a decrease in rates on the
financial market, however, the activity of banks in the

the development of
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first half of 2023 was highly profitable and profitability
risks will remain moderate. Economic recovery is
gradually reducing credit risks. The share of state
banks and their role is growing. From the beginning of
2023, thereis a gradual recovery of business activity of
financial market participants, their activity is profitable
in the current year. The timely and coordinated policy
of the National Bank of Ukraine contributes to the
effective development of the financial market.
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