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MODERN TRENDS OF LEGAL DEVELOPMENT
OF THE BANKING SYSTEM
OF CENTRAL-EASTERN EUROPEAN COUNTRIES

Abstract. The article explores that the important scientific and practical task of the modern
stage of development of world civilization is the globalization of all spheres of public life — cultural,
information, and economic. One of the components of the globalization of the economy and one of
the highest stages of globalization is the globalization of the world banking system. Banking sector is
one of the key factors ensuring stable economic development of the country. Transparency,
reliability, resistance to finansovo-economic shocks, a temple uriven depositor confidence — a
characteristic feature of the banking systems of countries with developed economy.

It is determined that banks should be considered as an important part of business, business
world. They accumulate cash, provide loans, make cash settlements, issue currency trademarks, serve
securities markets, and provide various economic services. Banking in the capital of the Central Bank
of the European Union originated and developed on the basis of capital that brought interest. Even at
the formation of the primitive communal system used usurious capital. Rich representatives of the top
government were lending money. The development of usurious capital and initiated a banking
business.

In antiquity, there were some institutions that performed the functions of banks. In the
historical literature, there are indications that the banks functioned in Poland, the Czech Republic.
They performed a variety of operations — from commission operations for the purchase, sale and
payment at the expense of customers to the issuance of loans and acted as guarantors and trustees in
the implementation of various acts and transactions. Thus, the origins of modern banking can be seen
in the activities of banks in the old days. It is noted that by the end of the XIX — early XX centuries.
In the years of its existence, the multi-faceted credit system was formed. Public and private banks
served, mainly, large borrowers; the credit needs of the small clients were managed by an extensive
system of small loan applicants, whose resource base was formed, including at the expense of the
State Bank. This model of functioning of the credit system is reflected and at the present stage of
development, as the most suitable for the needs of all categories of borrowers, adequate to the
transitional type of economy and which most contributes to the economic development of countries.

Keywords: banking system, countries of Central and Eastern Europe, current trends, shapes,
acpects, regulatory banking system.
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CYYACHI TEHJAEHIII TIPABOBOI'O PO3BUTKY
BAHKIBCHbKOI CUCTEMH KPAIH LIEHTPAJIbHO-CXIITHOI €BPOITHA

AnoTtauisi. JlocnimkeHo, 0 BaXJIMBUM HAYKOBO-TIPAKTUYHUM 3aBIAHHSAM CYy4acHOTO €TaIry
PO3BUTKY CBITOBOI IMBLMI3alii € riiobanizaiiss BCiX cdep CYCHUIbHOTO XUTTA — KYJIbTYpPHOI,
iHpopMariiiHoi, ekoHOMIYHO1. OHI€I0 31 CKIAAOBHX YaCTHH Trio0aii3allii eKOHOMIKM Ta OJHUM 3
HaWBHINUX €TaITiB Tiio0ai3allii € Tiodai3aiis cBiTOBOT 0aHKIBCHKOT CUCTEMH. baHKIBChKUN CEKTOP
— OJWH 13 KIIOYOBUX YHMHHMKIB 3a0e3MedyeHHs CTaOUTbHOIO EKOHOMIYHOTO PO3BHUTKY KpaiHH.
[Tpo3opicTh, HAMIHHICTH, CTIHKICTD 10 (hIHAHCOBO-EKOHOMIYHUX MOTPSACIHL, BUCOKHU CTYITIHB TOBIpH
BKJIQTHUKIB — XapaKTePHI 03HaKW OAHKIBCHKMX CHCTEM KpaiH i3 pO3BUHEHOIO EKOHOMIKOTO.

BusnaueHo, 1m0 6aHKM CIil pO3MISLIATH K BaXIJIMBY CKIIAJI0BY YacTUHY Oi3HECy, IJIOBOTO
cBiTy. BOHN aKyMynIOIOTh T'pOIIOBI KOIITH, HAAIOTh KPEAUTH, IPOBOIATH TPOILIOBI PO3PAXYHKH,
EMITYIOTh B OOII' TPOIIOBI 3HAKH, OOCIYrOBYIOTh PUHKH I[IHHUX TarepiB, HaJalOTh PI3HOMAHITHI
eKOHOMIUHI Tociyrd. baHkiBchka cmpaBa y kpainax llentpamsn0-CximHoi €Bpomnm BHHMKIA 1
po3BuBajacs Ha 0a3i Kamitamy, skuii npuHOcHB Bimcotku. Ille mpu  dopmyBanHI
MEPBICHOOOIIMHHOTO Jlaly BUKOPHCTOBYBABCS JIMXBAapChKHMW KarliTal. barari mnpeacTaBHUKA
BEpXIBKM BJIAJAM JaBajud B Oopr KomTH. PO3BUTOK JIMXBAapChbKOro KamiTajly 1 MOKJIAaB MOYaTOK
0aHKIBCHKOT CITpaBH.

VY naBHUHY ICHYBaJdM JeSKl YCTaHOBH, sIKI BUKOHYBaiM (yHKuii OaHKiB. B icTopuuniit
Jitepatypi € BKa3iBKM Ha Te, 1m0 OaHku ¢yHkuionyBanu B [lonbmri, Yexii. Bonu BukoHyBanu
pI3HOMaHITHI omeparii — BiJ KOMICIHHMX omepauiil i3 KymiBii, IpoAaxy 1 IJIaTexiB 3a paxyHOK
KJIIEHTIB JI0 BUJA4di KPEIUTIB 1 BUCTYNAIH MOPYIUTENSIMH 1 JOBIpEHUMH 0COOaMH TpH 3TiHCHEHH
piBHMX aKTiB 1 yroj. TakuM YHHOM, BUTOKH Cy4acHOi OaHKIBCBKOi CIIpaBHM MOXHa Oa4uTH B
IISUTBHOCT1 OaHKIB B AaBHMHY. BigszHaueHo, mo a0 kiHng XIX — mouatky XX cTomiTh y KpaiHax
LenTpanpHO-CxigHoi €Bporm cdopmyBayiacs OaraTojlaHKOBa KpenuTHa cuctema. JlepkaBHi i
npuBaTHI 0aHKK OOCIYroByBajdld B OCHOBHOMY BEJIMKHX MO3WYAIBHHKIB;, KPEAWTHI MOTpPeOU *K
JIpiOHUX KITiEHTIB OyNU y BilaHHI PO3Tally’KEHOT CUCTEMH 3100yBaviB JpiOHOTO KpEaUTy, pecypcHa
6aza sKoi (opMmyBasacs, y TOMY 4YHCII, 32 pPaxyHOK KOIITIB JAep:KaBHOTO OaHkKy. Mojenb
(GyHKIIOHYBaHHSI KPEIUTHOI CHCTEMH 3HAXOJWUTh CBO€ BIIOOpaXeHHA 1 HA Cy4yaCHOMY eTami
PO3BUTKY SIK HaWOUIBII BigMOBiIHA mTOTpedaM yCiX KaTeropid NO3MYAIBHUKIB, aJeKBaTHA
HepexiIHOMY THUITy eKOHOMIKH 1 IKa HalOUIbIIe CIpHsie €EKOHOMIYHOMY PO3BUTKOBI KpaiH.

KawouoBi cioBa: OankiBcbka cucrema kpain ILlenTpansHO-CxigHoi €Bpomu, cydacHi
TeHIeHIi, pOPMH, aCHIeKTH, peryiIsTOPu OaHKIBCHKOT CHCTEMH.

®opmyit: 0; puc.: 1; Tadin.: 1; 6i6:m.: 10.
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COBPEMEHHBIE TEHJEHIIMU ITIPABOBOI'O PA3BBUTHUS BAHKOBCKOM
CHUCTEMBI CTPAH HEHTPAJIbHO-BOCTOYHOM EBPOIIBI

Annotanmus. MccnenoBaHo, 4TO BaKHOM HAydHO-TIPAKTHMUECKOM 3ajadeil COBPEMEHHOTO
JTara pa3BUTHS MUPOBOM IMBIIIM3ALINY SBISETCA TII00amn3aius Bcex cdep oOmecTBeHHOM KU3HA
— KYJIbTYpHOH, HHPOPMAIIHOHHOM, 3KOHOMHUYECKOH. OHON M3 COCTaBHBIX YacTeH Iio0anu3anuu
HSKOHOMHUKHU M OJIHUM M3 CaMbIX BBICOKHMX 3TaloB IJ100anu3aluy SBsSeTcs riiodanu3anys MUpOBOH
0aHKOBCKOI cucTeMbl. BaHKOBCKMI CEKTOP SBIISETCS OJHUM M3 KIHOYEBBIX (PAKTOPOB oOecneueHus
CTaOMJIBHOTO AKOHOMHYECKOTO pPa3BUTUS CTpaHbl. IIpo3pauHocTh, HalEKHOCTb, YCTOHYHMBOCTH K
(UHAHCOBO-9KOHOMUYECKAM  TOTPSICEHUSM, BHCOKHH YpOBEHb JIOBEpUS BKIAAYUKOB —
XapaKTepHbIC MTPU3HAKN OAHKOBCKUX CHCTEM CTpPaH C Pa3BUTON SKOHOMHKOH.

Omnpeneneno, uto OaHKH cleAyeT paccMaTpUBaTh KaK BaXXHYIO COCTABHYIO 4acTh OW3Heca,
nenoBoro Mupa. OHM aKKyMYJIUPYIOT JI€HEKHBIE CPEICTBA, MPENOCTABISAIOT KPEIUTHI, MPOBOAST
JICHE)KHBIE PACUEThl, SMUTUPYIOT B OOpallleHHE JICHEKHbIE 3HAKH, OOCIYKHMBAIOT PHIHKH HEHHBIX
Oymar, OKa3bIBalOT pa3jIMYHBIE HSKOHOMHYECKHE YCIYrH. baHKOBCKOE [eno B CTpaHax
LlenTpansHO-BocTounoi EBporiel BOSHHUKIIO U pa3BUBAIOCHh Ha 0a3ze KamuTana, KOTOPBIA MPUHOCHIT
nporeHThl. Eme mnpum  GopMupoBaHWM — TEPBOOBITHOOOIIMHHOTO  CTPOSI  HMCIOJIB30BAJICS
POCTOBIIMYECKUI KamuTald. boraTele NMpeAcTaBUTENN BEPXYIIKH BJIACTH [ABajid B JIOJI JEHBIH.
Pa3BuTHEe pOCTOBIIMYECKOTO KAMUTANIA U MOJIOKUIIO Hayano OaHKOBCKOMY JIeITy.

B npeBHOCTH cylIecTBOBaIM HEKOTOPBIE YUPEKICHHUs, BBIMOIHIBIINEG PYHKIUN OaHKOB. B
HMCTOPHUYECKOH JUTEepaType ecTh yKa3aHUs Ha TO, 4T0 OaHku QyHKIMoHUpoBanu B [lonbire, Yexuu.
OHU BBITIOJTHSUTA Pa3HOOOpa3HbIE OMEepPaii — OT KOMUCCHOHHBIX OTNIEpaIiii 110 TIOKYTIKE, TPOIaKe
U IJIATEKEH 3a CYET KIMEHTOB JO BBIAAYM KPEAWTOB M BBICTYNAIM B KaueCTBE NOPYYHUTEIEH U
JIOBEPEHHBIX JIMLL IPU OCYILECTBICHUN Pa3IMYHbIX aKTOB U corjameHuil. Takum oOpazom, UCTOKU
COBPEMEHHOT0 OAaHKOBCKOTO JIe1a MOKHO BUJIETh B ACATEIBHOCTH OAaHKOB B IpeBHOCTH. OTMEUEHO,
gT0 K KoHITy XX — Hauama XX Beka B ctpanax IlerarpansHO-Bocrounoit EBpornbl chopmupoBanace
MHOTOYPOBHEHBAsI KpeAWTHas cUCTeMa. [ ocynapcTBEHHBIE M YacTHbIE OaHKH OOCITY)KMBalH B
OCHOBHOM KPYITHBIX 3a€MIIIMKOB; KPSIUTHBIC MOTPEOHOCTH K€ MEJIKMX KIIMEHTOB ObUIA B BEJCHUU
Pa3BETBJIEHHOI CUCTEMBI COMCKATENIEH MEJIKOro KpeaAuTa, pecypcHas 6a3za KOTopoi (popMHpoBaach,
B TOM 4YHCJIE, 32 CYET CPEACTB TOCYyIapCTBEHHOro OaHka. JlaHHas Mojenb (yHKIMOHHPOBAHUS
KpPEIUTHOM CUCTEMBI HAXOJUT CBOE OTPaKEHHE M Ha COBPEMEHHOM JTare pa3BUTHs Kak Hanbosee
COOTBETCTBYIOIIAs MOTPEOHOCTSIM BCEX KATErOPHH 3aeMINMKOB, a/IKBATHAsI MEPEXOJHOMY THITY
AKOHOMUKH M KOTOpasi HanboJiee CrocoOCTBYeT IKOHOMHUYECKOMY Pa3BUTHIO CTPaH.

KuloueBble cioBa: OaHkoBckas cuctema, ctpanbl llenTpansHo-Boctrounoit Eporsl,
COBPEMEHHbIE TEHJCHLINHU, (OPMBI, ACIIEKThI, PEryIATOPHU OAHKOBCKOM CHCTEMH.

®opmyi: 0; puc.: 1; tabum.: 1; 6ubmn.: 10.
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Introduction. The main tendencies of the legal development of the banking system of the
countries are based on the rule of law principle and the preservation and strengthening of the market
bases of the banks activity and the use of predominantly indirect methods of influence on processes
taking place in the banking sphere through the formation of an appropriate legislative and regulatory
framework for the functioning of banks and the market of financial services and implementation of
follow-up to fulfilment of the established requirements. A number of Central and Eastern European
countries, like Ukraine, after the destruction of the central planning system were forced to create a
new type banking system as a market model. After undergoing excessive banking liberalization,
banking panics and crises, later it was realized the need to consolidate capital in the banking sector,
transforming the latest from oligarchic group enrichment into an instrument of national economic
growth [1, p. 176].

Analysis of research and problem statement. The study of the legal development of the
banking system of the countries of Central and Eastern Europe has received considerable attention
from domestic and foreign scientists, namely: I. Liutyi, O. Snizhko, I. Shkolnyk, V. Kornieiev, S.
Liovochkin, S. Hluschenko, A. Beliaieva, Ye. Kasian, Y. Abarbanell, Y. Bonin, A. Aslund, Y.
Uboupin, S. Vilborg, S. Diankov and R. Levin, studied the issues of legal relations in the banking
sphere. Nevertheless, in the economic development of transition economies, including the banking
sector, under the influence of various reasons (financial crisis, and accession to the EU, etc.), there are
negative or positive changes that require a constant evaluation of the efficiency of their economic
development in general and the banking system in particular [2, p. 7].

The purpose of the article: to analyse the main tendencies of legal development as the
banking system of the countries of Central and Eastern Europe.

Research results. An overview of current sources suggests that banking legal supervision and
regulation is carried out at three levels. The first level is presented by the bank’s management, which
assesses processes and risk management. The second level is presented by the regulatory body, which
promotes banks’ adequate policies aimed at supporting financial policy. The third level is the preferred
supranational and supervisory bodies, as they develop and make recommendations for banking regulation
and supervision to national regulators. The leading role in theoretical and methodological positions is
played by the Directives of the Basel Committee on Banking Supervision [3].

Basel’s principles are neither a law nor a dogma. The countries themselves decide what
principles and to what extent to introduce into national legislation that regulates the banking sector.
Principles are developed as minimum requirements for countries, public authorities and participants
in banking, aimed at strengthening and stability of the world banking system.

Legislation in Central and Eastern Europe distinguishes two forms of banking activity
regulation: administrative and indicative (Fig. 1). The basis of administrative regulation is the use of
means of influence mainly of organizational and government nature. It form a holistic system and
ensure the normal functioning of the banking system Indicative Regulation provides instruments to
regulate monetary circulation and lending to the economy with the help of monetary policy.

Banking supervision should promote an effective and competitive banking system that
responds to the needs of the population in providing quality financial services. In addition, banking
supervision should dynamically react to all market changes, be willing to periodically review policies
and supervisory practices, taking into account new developments and market tendencies. This
requires a fairly flexible legislative system [4, p. 16].

Banking supervision may only be effective in the case, if it is realised in the appropriate
macroeconomic environment; in a mode of smart and sustainable macroeconomic policy; with
well-developed infrastructure; for effective market discipline; in the presence of procedures for the
effective resolution of emerging problems and the mechanism capable of providing an adequate level
of system protection (or the security and credibility of credit organizations) [5].

The complexity of the internal construction of the functional system of transactions that are part
of the banking supervision mechanism determines the need for a unified approach to harmonize the
content and procedures for the implementation of these functions, which should ensure the
effectiveness of supervisory activities in general. First of all, the creation of such an approach should
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be based on the organization of a system of principles, which, in the process of developing a banking
supervision mechanism, will help to solve this problem [6].

Regulation of the banking system of
Central and Eastern Europe

Inflicative ] ™ AdminiJs’trative
Provides stability of the Ensures the normal functioning
monetary unit as a monetary of the banking system in
precondition for economic accordance with the
growth and maintaining a high requirements of the legislation
standard of living for the
population
Uses a set of variable indicators Occurs in legal form
of the financial sector

[N

Means of direct influence Means of indirect influence e Establishing requirements
Establishing: Interest rate policy; and restrictions;
e Obligatory economic Refinancing banks; e Incorporation of banks and
standards; Correspondent relations; licensing of their activities;
e Norms of mandatory Management of gold and | |e Supervising the activities of
reserves of banks; foreign exchange reserves; banks, providing
e Norm of deductions to Transactions with securities in recommendations on the
provisions for coverage the open market; activities of banks;
of risks from active Import and export of capital e Sanctions of an
banking transactions administrative or financial
nature

Fig. 1: Forms of legal regulation of banking activities in the countries of Central and Eastern Europe

The regulators of the banking system develop and implement systems for effective supervision
of compliance with the requirements and standards for the prevention of financial risks. According to
modern international approaches, banks use supervision, which is based on the policy of risk
management assessment by the management of the bank, and regulators contribute to such a policy.

Each country has its own system of legal acts regulating various aspects of banking activity, the
work of non-bank credit and financial institutions and stock exchanges, etc. These peculiarities of the
development and formation of national banking and financial legislation, forms and methods for
realization of supervision over the work of banks contribute to the peculiarities of historical
development and the impact of various political and economic factors [7, p. 13-14]. There are various
systems of banking activities. In addition to operations on attracting contributions and issuing loans,
banks in the countries of Central and Eastern Europe often carry out payment transactions (cash and
non-cash, both domestically and abroad), as well as operations with securities that provide in
particular, these securities (trustee services for storage of securities). It is necessary to distinguish
between so-called universal banks and specialized banks. Universal banks carry out all of the above
activities within a single legal entity, whereas specialized banks are usually limited to one or more
specialized functions, such as providing mortgage loans [8 p. 125]. Currently, there are different
models of legal supervision of the financial sector exist within the framework of the countries of
Central and Eastern Europe and the EU countries. One of them involves concentrating the
supervisory powers of the Central Bank, the other involves the existence of a special single State
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supervisory body; the third is a combination of elements of the first and second models. However,

none of the models can be considered as theoretically superior or optimal. Each country should

choose a model that will be implemented according to the political point of view as efficiently and
effective, and which will fit the financial structure of that country.

As you know, the financial system almost every country include the banking sector, insurance
sector, sector and stock that are distributed with varying degrees of concentration of functions of the
national bodies of regulation and supervision. Accordingly, there are three main models of the
organization of banking legal regulation and supervision: ‘the unified financial authority of
management model’, the ‘two peaks” model and the sectorial model. The third model is typical of the
countries of Central and Eastern Europe. It is characterized by the full delegation of a single regulator
of the financial market as a mega-regulator. This model is adopted in the following countries of
Central and Eastern Europe: Germany, Poland, Slovakia, Czech Republic, Hungary, Latvia and
Estonia. In this case, the functions of supervision are separated from the central bank and transferred
to the mega-regulator in most countries. The exception is the Czech Republic and Slovakia, in which
the powers of the mega regulator is secured by the central bank.

The Banking Association of Central and Eastern Europe, hereinafter referred to as the
BACEE, headquartered in Hungary, was founded in 1996 to promote the business relations of its
member banks with the financial institutions of Central and Eastern Europe, hereinafter referred to
as the CEE. To support the expansion of business in these countries, the BASEE provides
information and analytical services for countries and their banking risks. On the other hand, the
BACEE provides advisory services to the CEE member banks who want to develop a more active
presence in international markets. These services include business policy proposals, transparency,
presentation of bank documentation to foreign partners, do-it-and-after-rendering consultations;
attraction of credit lines from foreign banks and international financial institutions, and preparation
for sale to foreign investors. The BACEE has created a unique database of the CEE-based banks that
is freely available to its members and has become one of the most important sources of information
about banks. In general, the BACEE is a mega-regulator in the CEE countries [9].

As a response to the global financial and economic crisis in Europe, the third rules of the Basel
Committee on Banking Supervision (The Basel 3) were formulated, the essence of which is focused
on three aspects of banking activity:

- Strengthening capital quality requirements. Significant costs of the economy and the banking
sector during the period of the global financial crisis of 2008-2009, as well as the long recession
forced the European states to think about the need to form an “anti-cyclical buffer’;

- Introduction of the debt (leverage) ratio (the ratio of borrowed funds to own funds) at the level of
3% and new liquidity ratios: the ratio of liquidity coverage and the ratio of net stable financing;

- Reforming the mechanisms of guaranteeing deposits to the population. The recommended
minimum for EU banks is set at EUR 100,000 (UAH 200,000 is set in Ukraine) [10].

In more detail, the influence of these areas of banking activity on micro levels and macro levels
is presented in Table 1.

Table 1:
Main directions of banking activity at micro and macro levels
Aspects of banking activity
Levels of Reforming
: Strengthening capital quality Implementation of the debt mechanisms
influence - - .
requirements (leverage) ratio of deposit
guarantee
It will allow to counteract shock | Improvement of risk management
effects, manage market, credit | system; monitoring of the level of Stimulating the inflow
and operational risks more | liquidity and quality of sources of 9 .
. ) . : . - h of deposits, reducing
efficiently;  reducing profits, | attraction of funds; prevention of '
S . the risk of sudden
Separate reviewing the model of banking | accelerated growth of debt load, L
. . . . , | outflow of deposits in
bank business by refusing to | taking into account borrowers the event of the
participate in  highly risky | risks in banks’ credit policy; and development of panic
operations but profitable | change of  profitability  of mood P P
operations and returning to | operations will stimulate banks to
simple business schemes develop new products and services
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Banking
system

Acceleration of processes of
capitalization, preventing the
rapid growth of the external debt
of banks in the phase of economic
boom that preceded the crisis,
increasing trends of consolidation
and monopolization, weakening
competition and facilitate state
regulation of the banking system

Mitigating liquidity risks,
increasing competition for reliable

sources of financing; and
strengthening of the banking
system

Increasing competition
in the deposit market,
expanding and
improving the quality
of the resource base

Macroeconomic

Increasing the stability of the
financial ~ system, preserving
macroeconomic stability,
smoothing economic cycles by
reducing the pro-cyclical impact
of bank lending, ensuring stable

Reducing the risks of the debt
crisis, preventing a liquidity crisis
while reducing the financial
capacity for expanded lending to
economic development

Increasing confidence
in the banking system
and curbing panic
among depositors,
stimulating the savings
process, and improving
the conditions for the
efficient operation of

rates of economic development the  mechanism  of
transformation of
savings into
investments

Conclusion. For the stable development of the economy of the countries, functioning of the
banking system, in accordance with European standards, should be predictable, uninterrupted and
sufficiently transparent. All these tasks are achieved through a system of banking regulation and
supervision based on the standards and principles developed by the Basel Committee on Banking
Supervision. In general, the development of the banking sector in the countries of the region remains
rather heterogeneous. On the one hand, the CEE comprises high-growth banking services markets,
Bulgaria and Greece, along with more stable banking systems in Poland and the Czech Republic, and
on the other hand, the weak banking sectors of Slovenia, Hungary and Romania. In general, the CEE
countries, both at the beginning of banking system formation and at present, are faced with certain
problems, namely: the problem of reliability, availability of loans and high interest rates on them;
exceeding the inflation rate permissible for transition economies; a low level of capitalization of
banks in some the CEE countries; the growth of external debt and the uncontrolled penetration of
foreign bank institutions into their territory, which requires increased supervision by the state and
central banks over the development of the CEE national banking systems.
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