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THE STATE OF ECONOMIC SECURITY OF UKRAINIAN BANKING INSTITUTIONS
AND THE EFFECT OF ECONOMIC REFORMS ON FORMATION
OF ANTI-CRISIS MEASURES

Abstract. The integration in the state financial space is complementary to the system of
legislative regulation of banking activities. Protests against the current realities of the market
(internationalization, transformation of the global banking sector, expansion of business activities,
investment activity, liberalization of the foreign capital, Diversification of the leading position of
the bank, concentration of the international bank’s capital) to become before the bank’s settings of
power, competitiveness, ability to enter the world of the world. In Ukraine, the state’s anti-crisis
management activities are complemented by low regulatory legal acts, the environment is regulated
by the reform of strategic planning and forecasting, financial policy planning in the budget process.
As for the legal framework of the anti-crisis management, it has been recently broken down and is
not little practical: subsoil. The statues contain the risks, which are characterized by the financial
crisis of 2008—2010 and 2014—2018 in the banking sector of Ukraine, including: pre-activity, low
level of assets, changes in lending, direct contribution of the state, changes in the number of
plateau-support banks, the level of protection. The reasons that caused the negative observations of
the Ukrainian banking system were found: The escalation of the real economy crisis; the lack of
thoroughness of the National Bank of Ukraine’s penny-credit policy, the climate of their
development; internal bank officials, the lack of developed strategies and tactics of bank operations
in the minds of the financial and economic crisis. The National Bank of Ukraine has been
systematized in its anti-crisis efforts, which allowed the bank to stabilize its financial system, and
the bank itself: stabilization of hryvnias; reduction of regional rates; reduction of banks’ refinance
rates; introduction of amendments to financial institutions; introduction of a moratorium on deposits
with financial and credit institutions using the method of safekeeping of obligations before clients.

Keywords: state, mechanical state administration, anti-crisis management, economic
security of the state, economic regulations.
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CTAH EKOHOMIYHOI BE3INIEKU BAHKIBCbKHUX YCTAHOB YKPAITHU
TA BIIVINB EKOHOMIYHUX PE®OPM
HA ®OPMYBAHHS AHTUKPU30BUX 3AXOAIB

AHorauis. [HTErpamis y cBiToBWiA (DIHAHCOBHMH MPOCTIp BHMara€ BJIOCKOHAJICHHS CHUCTEMHU
3aKOHOJIABYOTO  PEryMIOBaHHS  OaHKIBCHKOT  MisibHOCTL.  [IpoTe  cywacHi  peanii  pHHKY
(iaTepHarioHamizalis, TpaHc(opMalliss TI00aATLHOr0 OaHKIBCHKOTO —CEKTOpPY, PO3IIMPEHHS MEXK
JUSJIBHOCTI, aKTHBI3allil IHBECTHIIIMHOI MISUILHOCTI, Jiidepaiizaiisi pyxy I1HO3EMHOIO KarliTaty,
quBepcuGiKaIlisi  JTICPCHKUX TO3MINKA  OaHKIBCHKOI JTISUTHHOCTI, KOHIIGHTpAIlisl MDKHApPOJHOTO
0aHKIBCHKOTO KaIliTaJly) CTaBJATh Tepel OaHKIBCHKMMH YCTAaHOBAMHM BHMOTH IIOAO CTIHKOCTI,
KOHKYPEHTOCIPOMO>KHOCTI, CITIPOMOKHOCTI IHTErpyBaTHCh y CBITOBHH MpocTip. B Ykpaini neski mutaHHs
JiepyKaBHE aHTUKPU30BOTO YIPABIiHHS BiOOpaXCHO B HU3II HOPMAaTHBHO-TIPABOBHX AaKTiB, 30KpeMa
periiaMeHTOBaHO TpoOiieMHu peOpMyBaHHS CTPATETiYHOTO IUIAHYBAHHS 1 MPOTHO3YBaHHs, (HiHAHCOBOI
TOJIITUKY TIJIaHYBaHHS y OFO/KETHOMY TIpolieci. Ajle HOpMaTHBHO-IIPaBOBa 0a3a IMI0JI0 aHTHKPHU30BOTO
VIIPaBIIiHHSA 3’SIBUJIACh MOPIBHSIHO HEAABHO 1 HE Masa MPAKTUYHOrO MinrpyHTs. BusHaueno pucu, 1o
xapakrepu3ytotbes inancosi kpusu 2008—2010 i 2014—2018 pp. y 6aHKIBCbKOMY ceKTOpi YKpainu, y
T. 4.. JIOBTOCTPOKOBICTb, HM3bKA SIKICTH aKTHBIB, 3MEHIIICHHS KPEAUTYBAHHS, 3aXO/H MPSIMOTO BIUIUBY
JiepKaBy, 3MEHIIICHHS KUTBKOCTI IJIATOCIPOMOXKHUX OaHKIB, pIBEHb OXOIUICHHS. Y CTAHOBJICHO NIPHYKHH,
SIKI BUKJIMKQJT HETaTWBHI HACHINKK JISUTHHOCTI OaHKIBCHKMX YCTaHOB YKpPAiHW: 3arOCTPEHHS KpU3d
peanbHO1 eKOHOMIKH; HEJOCKOHATICTh IPOIMIOBO-KPeIUTHOI mojituku HarionansHoro OaHky Ykpainu
moA0 OaHKIBCHKUX YCTAaHOB, 30KpeMa iX JIKBifaIlil; BHYTPINTHHOOAHKIBCHKI YWHHWKH, BIICYTHICTB
BUpOONeHOi cTparerii 1 TakTUKM poOoTH OaHKIB B yMOBax (DiHAHCOBO-CKOHOMIYHOI KPH3H.
CucreMaTu30BaHO aHTUKPU30Bi 3axoau HamionanbHoro Oanky YkpaiHu, sIKi HO3BOMMIM OaHKIBCHKUM
yCTaHOBaM CTaOUTi3yBaTH CBiil (piHAHCOBMH cTaH, a came: cTabuTi3aiis I'PHBHI; 3HMKEHHS OOJIKOBOi
CTaBKH; 3HW)KEHHS CTaBKH pe(iHaHCYBaHHs OAaHKIB; BIJHOBJIEHHs JOBIpH 10 (HiHAHCOBUX IHCTHUTYLIH;
BiZIMiHA MOPATOPII0 Ha 3HATTS JENO3UTIB (PIHAHCOBO-KPEAUTHUMHU YCTAHOBAMHU 3 METOIO 3a0€3MeUeHHS
BUKOHAHHS 000B’SI3KIB Mepe]] KITiEHTaMH.

Karouosi cioBa: nep:xaBa, MEXaHI3MH JEPXKABHOTO YIIPABIIIHHS, AHTHKPHU30BE YIPABIIHHS,
EKOHOMIYHa Oe3IeKa JepkKaBy, EKOHOMIYHI HOPMAaTHBU.

®dopmyit: 0; puc.: 3; Tadmn.: 8; 6101.: 6.
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COCTOSIHUE SKOHOMHYECKOM BE30ITACHOCTH BAHKOBCKHUX
YUYPEXKJIEHUN YKPAUHBI U BIUSTHUE SdKOHOMUYECKHUX PE®GOPM
HA ®OPMUPOBAHUE AHTUKPU3UCHbIX MEP

Annoramus. OmnpesieneHbl YepThl, XapaKTepu3yromuxcsi (uHaHcoBble Kpu3uchl 2008—
2010 u 2014—2018 rr. B 0aHKOBCKOM CceKTOpe YKpauHbI, B T. 4Y.. JOJTOCPOYHOCTH, HHU3KOE
KayecTBO aKTHUBOB, YMEHBIICHHE KPEIWTOBAHMS, MEpPhl MPSIMOTO BO3JCHCTBUS TOCYAapCTBa,
YMEHBIIICHHE KOJMYECTBA IJIATeKECTIOCOOHBIX OaHKOB, YPOBEHb OXBaTa. Y CTAHOBJICHBI MTPUUYUHEI,
KOTOpBIC BBI3BAIM HETaTUBHBIE MOCIEICTBHUS JIEATEILHOCTH OAHKOBCKHX YUPEKICHUH YKPaWHBI:
o0ocTpeHHe KpH3Kca pealbHON SKOHOMHUKH; HECOBEPIIECHCTBO JICHEKHO-KPEAUTHOW TOJUTHKH
HammonanpHoro OaHka YKpauHbl OTHOCHTENBHO OAHKOBCKHX YYPEXKICHHH, B TOM YHCIE HX
JMUKBUJAINY; BHYTPUOAHKOBCKHE (HaKTOpPbI, OTCYTCTBHE BBIpa0OTAHHOW CTpaTerMd W TaKTUKU
paboTel OaHKOB B YCIOBUSAX (HHAHCOBO-dKOHOMHYECKOTO Kpusuca. CHcTeMaTH3UpOBaHbI
aHTHKpU3KCHBIE Mepbl HammoHanmebHOro OaHka YKpauHbl, KOTOpbIE MO3BOJWIN OaHKOBCKHM
YUPEKACHUSM CTaOMIIM3UPOBATh CBOE (DMHAHCOBOE COCTOSIHHE, & UMEHHO: CTa0MIN3alisl TPUBHBI,
CHIDKEHHE YYETHOW CTaBKW; CHIDKEHHE CTaBKH peQUHAHCUPOBAaHUS OaHKOB; BOCCTAHOBJICHHE
noBepusi K (PUHAHCOBBIM HMHCTUTYTaM; OTMEHA MOPATOpUSl HA CHITHE NETMO3UTOB (HMHAHCOBO-
KPEIUTHBIMU YUPEXKJICHUSIMH C LEJIbI0 00ECTIeUeHHsI BHIIOJTHEHUS 0053aTeNIbCTB Mepel KIMCHTAMU.

KiroueBble cioBa: TOCyJapcTBO, MEXaHH3MBl  TOCYJApCTBEHHOTO  YIPAaBJICHHUSA,
AQHTHKPU3HUCHOE YINpaBJeHHE, SKOHOMHYECKass Oe30MacHOCTh TOCyJapcTBa, SKOHOMUYECKHE
HOPMATHBBI.

®opwmyn: 0; puc.: 3; Tabim.: 8; 6ubn.: 6.

Introduction. Implementation of anti-crisis management measures for banking activities,
unlike other types of business, should be implemented not only in a separate institution, but also at
the level of the entire banking system. Today, the national Bank of Ukraine performs the function of
ensuring the stability of the banking system and preventing the bankruptcy of banking institutions,
which has a standard in terms of international practice, a set of mechanisms of influence on the
management and owners of the Bank, which in accordance with the Law of Ukraine "on banks and
banking" are responsible for the implementation of measures to prevent bankruptcy. The state
policy on the restructuring of the banking system should be aimed at the formation of a stable
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banking system in Ukraine. Therefore, depending on the type of banking crisis, it is necessary to
choose the levers of state anti-crisis regulation in the banking sector.

Research analysis. Among the authors of scientific works that have studied the problems
associated with crisis management, it should be noted: Baranovsky 1., Wolf V. I., Dzyublyuk O. V.,
Mishchenko A. P., Intersection L. M., Kostogryz V. G., Naumenkova S. V., T. Smovzhenko S.,
Shapran V. B. and others.

The foundations of state regulation of economic security at the macro and micro levels, laid
by modern scientists such as: Alkema B. G., Albert M., Z. Varnaly S., O. Vlasyuk S., Zhivko Of.
B., Karpov K. V., Kirichenko O. A., M. Kopytko I., Martynyuk V. P., Migus I. P., Franchuk V. 1.,
L. Shemala G. and others.

Paying tribute to the authors of scientific works, the issues of creation and functioning of
economic security of banking institutions have not been studied in depth and require further
comprehensive study.

The purpose of the article is to study the state of economic security of Ukrainian banking
institutions and assess the impact of economic reforms on the formation of anti-crisis measures.

Research results. The development of the banking system in Ukraine, ensuring its effective
support from the state — one of the priorities of economic policy at the present stage of the
financial and economic crisis and European integration. State regulation of economic security of the
banking system of Ukraine aims to increase the level of protection of all participants in the banking
segment of the economy, and other areas associated with it, and this relationship is strengthened
annually, distributed and deepened [4—6].

The use of integral estimates for the implementation of diagnostics of a condition of banking
institutions, determining the level of safety of its functioning, as well as crisis management and
stability today is one of the most important indicators for further modeling of their activities. The
integral indicator comprehensively covers all areas of banking institutions, and at the same time
bringing the complex of calculations of integral value allows to take into account the influence of
various factors that can not be compared with other forms of evaluation.

The analysis of the dynamics of banking institutions in 2014-2018 pointed to a decrease in
their number (table 1).

Table 1
Dynamics of banking institutions in 2014—2018
The name of the indicator g g g g g
N N N N N
Number of banks with a banking license 180 163 117 96 82
- of them: with foreign capital 49 51 41 38 38
-including with 100% foreign capital 19 19 17 17 18
- — - - 5
Share of foreign capital in the authorized capital of banks, % 34.0 395 433 547 56.2

Source: compiled by the author on the basis of [1]

Thus, since the beginning of 2014, due to the deterioration of solvency, an interim
administration has been introduced in 87 banking institutions. Due to significant amounts of
additional capitalization of state banks during the year in the ownership structure of the banking
system of Ukraine there were regrouping. As of the beginning of 2018, the ownership structure of
assets of the banking system of Ukraine (Fig. 1).
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Fig. 1. Ownership structure of assets of banking institutions of Ukraine for 2018
Source: compiled by the author on the basis of [1]

Thus, we can observe a significant increase in the share of foreign capital in the authorized
capital, which in the last 10 years has grown by almost half and amounted to 56.2 % as of the
beginning of 2018. The reasons for this are the decrease in the number of banks with national
capital due to their insolvency and liquidation and a significant number of unprofitable banks.
However, the increase in the share of foreign capital in the banking system of Ukraine has both
positive and negative consequences (table 2).

Table 2

Influence of foreign capital share on the banking system of Ukraine
Ne Positive consequence Negative consequence
accumulation of cheap foreign investment | increasing dependence of the national banking system on
1 | resources and their investment in the domestic | foreign capital, which threatens the economic, political and
economy; financial independence of the country;
growing competition in the banking system; increase of competitive pressure on domestic participants
of the banking market;
implementation  of international  banking | the systemic risk in the country is underway economic and
3 | business experience, banking standards and risk | financial crises with other countries;

management;
introduction of new banking technologies and | complication of control by the National Bank of Ukraine as
4 management methods; a body of banking regulation and supervision of operations
of banks with foreign capital, money, foreign currency and
capital;
promotion of new types of banking products and | risk of appearance in the country of banks with unreliable
5 services, primarily retail; reputation, which will have the purpose of profit from
speculative operations, stimulation of consumption and
import;

Source: compiled by the author

Assessment of the effectiveness of state regulation of the banking system of Ukraine can be
provided by considering the results of the activities of domestic banking institutions, as their high
and stable performance will indicate the proper state of economic security of the banking sector,
and low financial results and their negative dynamics — the shortcomings in the system of
protection of banking institutions from various kinds of dangers and threats (table 3).

At the end of 2017, the income of banks of Ukraine compared to the result of last year,
decreased by 6.53% and amounted to 178.23 billion UAH. At the same time, expenses decreased by
42.1% to UAH 202.59 billion. The financial result of the banking institutions of Ukraine at the end
of 2017 was negative and amounted to -24.36 billion UAH. (-159.39 billion UAH. at the end of
2016). The negative result is mainly due to high allocations to the reserves of 4 large banks. By
2017, the number of banks that showed a negative financial result decreased from 29 units at the
beginning of the year to 18 at the end.

36



Table 3

The main economic indicators of banks in Ukraine, 2014—2018, million UAH

Indicator 2014 2015 2016 2017 2018
1. Asset of bank 555321 84765 1254385 1256299 1336358
i&?i‘p:ﬁ:ﬁfﬂS‘O”'adjuswd for provisions for\ .\ »22cog | 1316718 | 1571411 | 1737272 1848333
3. Cash and Bank metals 36390 28337 34006 36201 44564
4. Funds in the National Bank of Ukraine 47222 27554 27392 40824 37357
5. Correspondent accounts with other banks 78106 99752 129612 121813 96280
6. Loans granted 911402 | 1006358 1009768 1005923 10428798
7. Long credit 105348 114257 123456 125042 136201
8. Overdue debt on loans, % 7.7 13.5 22.1 24.1 26.3
9. Investments in securities 138287 168928 201520 332273 425790
10. Provisions for active operations of banks 131252 204931 321303 484383 516985
11. Liabilities, total 1278095 | 1316852 1254385 1282748 1336358
12. Capital 192599 148023 103713 170389 163597
of which: paid registered authorized capital 185239 180150 222170 474410 495377
13. Share of capital in liabilities 12.9 13.1 14.3 15.2 15.8
14. The obligations of the banks 1085496 | 1168829 1150672 1132515 1172761
15. Revenue 15331 17920 12180 14559 14599
16. Expenses 14521 26424 13070 14219 12908
17. Result of activity 1436 -52966 - - -
18. Return on assets, % 0.12 -4.07 -5.46 -12.6 -1.94
19. Return on equity, % 0.81 -30.46 -51.91 -116.74 -15.96
20. Net interest margin, % 4,51 5.05 5.21 6.46 7.76
21. Net spread, % 3.73 4,22 4.81 5.08 6.22

Source: compiled by the author on the basis of [1]

The increase in revenues during 2017 is primarily due to a decrease in contributions to

reserves, the volume of which decreased by UAH 149.6 billion., but at the beginning of 2018
corresponded to 48.7 billion UAH., as well as an increase in net interest and net fee and
Commission income. The high rate of contributions to reserves at the beginning of 2017 is
explained by the reservation of the loan portfolio of PrivatBank after the transition to state
ownership. The negative financial result of the banking system of Ukraine in 2014—2018 is
primarily due to the deterioration of the quality of banks “ assets, which necessitates the further
formation of reserves. At the end of 2017, the net assets of the banking system of Ukraine
increased. Their volume as of the beginning of 2018 answered 1,336 billion UAH. against 1,256
billion UAH. at the beginning of the year (+6.4%).

Negatively characterizes the state of economic security of the domestic banking system is
the fact that the income of banks are almost the same size as its costs. Because of this, domestic
banks have quite small amounts of profits. The low level during the analyzed period has an
indicator of the share of capital in liabilities. The maximum level of this indicator was observed at
the beginning of 2013 and amounted to 15%, which means that about 85% of banking financing is
carried out at the expense of attracted financial resources, and therefore, the level of financial
stability of domestic banks remains quite low.

One of the most acute problems in the development of the banking system is the problem of
protection of own and authorized capital from depreciation. Thus, despite the nominal growth in the
volume of bank's own and authorized capital, there is a real decrease in some periods due to the
devaluation of the hryvnia. During the onset of the financial crisis Ukrainian banks lose their
capital. And although it is possible to restore the tendency of growth of own and authorized capital
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of the banking system during, their volume in dollar equivalent as a result of the devaluation of the
hryvnia during decreases. The amount of equity capital in the future remains less than the
authorized capital (table 4). This can be explained by significant losses of the Ukrainian banking
system in 2014—2018.

Table 4

Dynamics of the authorized capital of banking institutions, 2014—2018, million UAH

The name of the indicator 2014 2015 2016 2017 2018
Liabilities, total 1278095 1316852 1254385 1256299 1336358
Capital 192599 148023 103713 123784 163597
Share of capital in liabilities, % 15.07 11.24 8.27 9.9 12.3
Authorized capital of banks 185239 180150 206387 414668 495377
Share of authorized capital in the
Bank’s capital, % 86.18 121.70 199.00 311.2 353.2

Source: compiled by the author on the basis of [1]

Taking into account the significant amounts of additional capitalization of a number of
banking institutions and the exclusion from the calculation of statistical indicators of the National
Bank of Ukraine of banks that are recognized as insolvent, the amount of equity of the banking
system of Ukraine during 2017 increased by 39.8 billion UAH. and as of the beginning of 2018
amounted to 163.6 billion UAH, which negatively affects the economic security of banking
institutions. Banking activities remain low-cost. The value of indicators of return on assets and
return on equity in 2014—2018 were negative, which indicates, respectively, the inefficient
allocation of resources and use of capital by banks.

The main reason for the unprofitable and inefficient activity of banks in Ukraine is the sharp
deterioration in the quality of the loan portfolio due to the inability of many borrowers to repay
loans and pay interest, which led to high deductions in reserves for active operations, so it is
advisable to consider the dynamics of changes in the loan portfolio of banks in Ukraine (table 5).

Table 5
Dynamics of the loan portfolio for 2014—2018, million UAH

2014 2015 2016 2017 2018
Loans granted, total 911402 1006358 1009768 | 1005923 1042798
Loans granted to business entities 698777 802582 830632 | 847092 870302
Loans granted to individuals 167773 179040 175711 157385 170938
Loans to authorities 415 423 360 1427 1517
Loans to non-Bank financial institutions 82 75 65 20 42

Source: compiled by the author on the basis of [1]

During 2017, the volume of the client loan portfolio increased by 3.7% (UAH 36.87 billion)
and at the beginning of 2018 made 1042,80 bin. In 2017, the volume of loans granted to both
individuals and legal entities increased compared to the previous year. So, as of the beginning of
2018 loans to individuals answered in total 170,94 billion UAH. for legal entities, the figure was
870,30 blIn. (against 157.39 billion UAH. and 847.09 billion UAH. at the beginning of the year,
respectively). The volume of loans to individuals increased by 8.6%, to legal entities-by 2.7%
compared to the beginning of the year.

Thus, in 2018, the tendency to increase the share of old debt on loans, which amounted to
26.3% of the amount of loans, respectively, continues (Fig. 2).
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Fig. 2. Dynamics of the share of overdue loans in the total amount of loans during 2014—2018, %
Source: compiled by the author on the basis of [1]

However, at the end of 2017, the national Bank of Ukraine softened the schedule of
increasing the minimum size of the authorized and regulatory capital of banks. To this end, the
National Bank of Ukraine has updated the schedule of gradual adjustment of the authorized capital
in accordance with the requirements of the legislation. It should also be taken into account that
during 2017 the national Bank of Ukraine changed the discount rate 4 times, as a result of which the
economic security of banking institutions was significantly affected.

The decrease in the discount rate of the National Bank of Ukraine was also accompanied by
a gradual decrease in the cost of credit resources in the domestic market. As a result, there was a
trend towards a gradual revival of lending. It should be noted that the market is beginning to show
signs of recovery. Since the beginning of 2017, there has been a tendency to increase the volume of
deposits on demand.

The increase in the discount rate increases the attractiveness of the national currency for
banks (Fig. 3).

25

20

6.5

2014 2015 2016 2017 2018

Fig. 3. Dynamics of interest rates in the period 2014—2018, %
Source: compiled by the author on the basis of [188]

It is necessary to analyze the dynamics of Deposit resources of banking institutions (table 6).
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The dynamics of Deposit resources of the banking institutions 2014—2018

Table 6

2014 2015 2016 2017 2018
In national currency including 365454 391911 426418 490971 483774
on demand | 154758 195490 222830 264281 251994
uptolyear | 124373 142952 145107 164651 168845
from 1to 2 years | 69603 39069 56325 59731 59640
more than 2 years 16720 14400 2157 2309 3295
In foreign currency including: 309638 324817 367056 407872 401095
ondemand | 95395 109893 141718 154845 152642
uptolyear | 86069 128502 126743 128686 124642
from 1to 2 years | 116932 80987 92172 91754 92980
more than 2 years 11243 5435 6424 21587 30928
Total 675093 716728 793475 898844 884869

Source: compiled by the author on the basis of [1]

The national Bank of Ukraine quarterly compiles and distributes data on indicators of
financial stability of the banking sector that allows to identify institutions with a low level of

economic security in time (table 7).

Table 7
The main indicators of financial stability of the banking system of Ukraine during 2014—2018
Indicators 2014 2015 2016 2017 2018
1. Ratio of regulatory capital to risk-weighted assets 15.6 12.31 12.03 13.72 16.49
2. Ratio of first-tier regulatory capital to risk-weighted 11.21 8.3 8.19 9.77 12.01
g.ssle?t;tio of non-performing loans (excluding reserves to 61.07 129.02 102.57 96.26 67.07
Z?F;?[:o of non-performing loans to total gross loans 18.98 28.03 29.69 55.11 56.45
5. Share in total gross loans: residents 96.05 94.54 95.00 94.55 94.07
6. Share in total gross loans: Deposit corporations 1.14 0.72 0.49 0.52 0.56
7. Share in total gross loans: Central Bank 0.00 0.00 0.00 0.00 0.00
8. Rate of return on assets -4.24 -5.54 -2.39 0.84 1.92
9. Return on equity -31.95 -65.51 -25.93 7.76 16.25
10. Interest margin to gross income ratio 48.46 39.00 59.38 45.40 58.86
11. Ratio of non-interest expenses to gross income 59.85 54.40 76.42 53.72 60.87
12. Ratio of liquid assets to total assets 26.40 33.00 35.56 54.51 52.42
13. Ratio of liquid assets to short-term liabilities 86.14 92.87 89.54 95.76 92.87
14.'R?ﬂ0 of net open position in foreign currency to 31.69 136.03 134.33 96.32 116.14
capita

Source: compiled by the author on the basis of [3]

The ratio of regulatory capital to risk-weighted assets grew steadily from 2014 to 2018,
which had a negative impact on the economic security of the state. Such dynamics of this indicator
testified to the growth of regulatory capital of banks, which certainly had a positive impact on the
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level of economic security of both individual banks and the entire banking system. The ratio of non
— performing loans to total gross loans is also quite high-almost 40% of all loans issued by banks
are non-performing.

In our opinion, the rates of return on assets and rates of return on capital also have a negative
value. The negative values of these indicators of the state of the banking system in 2014—2016 is
an indication that during this period banking institutions worked mainly unprofitable. And at the
beginning of 2016, the rate of return on assets in the amount of 0.84% can hardly be called a
positive value. Low is the rate of return on capital-7.76%, that is, each hryvnia of Bank capital
brings only 10 cents of income.

It should be noted that in 2017, the ratio of liquid assets to total assets was the highest in the
period from 2014 to 2018. The value of the ratio of liquid assets to short — term liabilities-95.76%
means that more than 90% of all short-term liabilities can be covered in the short term by the assets
of banking institutions, so this value of this coefficient is estimated positively, although in the long
term it is advisable to recommend banks to try to increase this value to 100%.

In addition, over the past 5 years in Ukraine has been formed and implemented several
projects of economic reforms. Priority among them: the program of economic reforms for 2010-
2014. "Prosperous society, competitive economy, effective state", reform of the financial sector
2015-2017, the main document for the implementation of which was "Comprehensive program of
development of the financial sector of Ukraine until 2020", which was developed in 2015, now
operates "Comprehensive program of development of the financial sector of Ukraine until 2020",
which was updated in 2017 in connection with the decision of the National Bank of Ukraine Ne 28
and "Fundamentals of strategic reform of the public banking sector until 2025™ All these reform
programs, of course, they are related to each other and have common main goals. For a better
understanding of the relationship between economic reform objectives and banking activities
(table 8).

Table 8
Analysis of the impact of economic reform programs in the country and analysis
of the impact on the activities of banks

The impact of the
The objectives of the reforms objectives of the reforms
on banks
increase in capitalization; transition of all financial | the process of increasing
market participants to IFRS; privatization of banks in | the capital of banking

Periods of economic
reform programmes

2010 — 2014 which the state became the main owner as a result of | institutions has started;
recapitalization the transition to IFRS has
begun

withdrawal from the market of insolvent banks; | banking institutions that
increasing capitalization; disclosure of the owners; clean | do  not  meet  the

2014 — 2017 from the "garbage™ assets; the protection of creditors, | requirements of the NBU
consumers and investors; rebuilding trust; the | have been liquidated;
development of infrastructure capitalization
cleaning up the financial sector — reloading the financial | requirements have been
sector; creating prerequisites for long-term sustainable | legislated (NBofU

2015 — 2020 development of the financial sector resolution

Ne 242); owners have
been disclosed

Source: compiled by the author

Among the main tasks set by the national Bank of Ukraine is to ensure a low level of
inflation along with the observance of a flexible exchange rate, as well as increasing the
capitalization of banking institutions and others.

As of today, the task of the 2010—2014 program has not been fulfilled within a certain
period, but all of them are at the stage of implementation. As for the increase in capitalization, this
goal was supported by the Resolution of the National Bank of Ukraine Ne 242 of April 7, 2016,
according to which banks whose authorized capital does not meet the requirements of part one of
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article 31 of the Law of Ukraine "on banks and banking activities" are obliged to change its size in
accordance with the requirements of this law.

Through this large number of banking institutions that did not meet the requirements of the
said Resolution and the Law of Ukraine “on banking", was liquidated, and some of them are in a
state of sanation. Internal and external processes that have an impact on the economic situation of
the state, cause the need to change the approaches to the assessment of the current economic,
including financial, the state of the participants of the financial system, for which the requirements
for the conduct of financial activities, and, consequently, the resulting indicators of such activities.

An important point that must be taken into account in the process of studying the impact of
state regulation on the economic security of banking institutions is the level of state regulation of
the banking sector, crossing which it loses its effectiveness in ensuring the economic security of
banking institutions. Excessive restrictions in the credit sphere, for example, regarding the volume
of loans to one borrower, control over the size of foreign currency assets, an increase in the
refinancing rate in the long term, etc.; strict mandatory reserve standards and an increase in their
values — all this can lead to a decrease in the profitability of banking activities.

At the moment, the impact of state regulation on the economic security of banking
institutions has reached a critical point. There are several reasons for this, the main of which is that
the attention of government agencies and banking institutions is almost entirely focused on the
financial and information space of banks. Thus, for banking institutions approved a wide range of
complex structural and informative in the content of reporting forms, the filling of which distracts a
significant part of the financial, personnel, time resources of banks. The frequency of reporting for
banking institutions so far has a positive impact on the information transparency of banks, but the
complexity of reporting, which has already been discussed, negates this positive effect. Banking
supervision standards combine indicators that relate to the financial results or financial condition of
banking institutions. At the same time, there are absolutely no tools of state influence on the
intellectual and personnel component of economic security; methods of impact on physical security
are limited and insufficiently effective.

Conclusions. Thus, changes in the state impact on the financial and information components
of economic security in this area leads to excessive regulation of banking activities, at the same
time effectively ignoring other important aspects of the functioning of modern banks. The search
for a balance of vectors of influence of state regulation on the system of economic security of
banking institutions in Ukraine is an important scientific and practical task that domestic
researchers will have to solve in the near future, otherwise the system of economic security of banks
will begin to experience the devastating impact of state regulation, and its advantages will be
transformed into shortcomings, initiating irreversible processes of degradation of the domestic
banking system.

Thus, the study suggests that now the main subject of the protection of the banking sector is
the state. Ensuring the economic security of the banking system of Ukraine as a whole is a complex
and multifaceted problem that needs constant attention, and at the present stage there is an urgent
need to develop a single holistic concept of security and protection from extreme processes, which
will be aimed primarily at increasing the level of public confidence in banks and the development of
the national economy.
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