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GLOBAL LIQUIDITY AS AN INSTITUTIONAL PHENOMENON

Abstract. The content of present day contradictory processes in the world economy plays an
important role in choosing the strategy of social and economic development of Ukraine. The article
is devoted to the estimation of the «reverse» tendencies of the global financial and institutional
environment on the basis of substantiation of the actual and historical significance of global
liquidity, and determination on this basis of the content of modern global financial and institutional
transformations

Liquidity is treated as the amount of available financing for the acquisition of both internal
and cross-border assets; it describes the ability and willingness of the parties to take part in financial
transactions, including mediation, and the ability of the financial markets to absorb temporary
fluctuations in demand and supply of certain assets.

The globality of liquidity is manifested through the interconnection of the national financial
space and the cross-border movement of financial capital. The mechanisms for transmitting
information on the internal conditions of the development of countries to the world financial
markets and operators, which influences the rapid movement of financial flows in space and time,
plays an important role. The modern development of financial technologies has given rise to such
recent phenomena as liquidity and information surplus. As a result, the public need in financial
intermediation institutions is gradually disappearing or regenerating.

Global liquidity has national institutional sources of origin and reflects the interests of
specific issuers and investors. This causes difficulty in institutional provision of international
coordination on its regulatation. When circulating in the global financial and institutional space,
liquidity has significant influence on supply and demand fluctuations not only in the financial
markets, but in the economy as a whole. The current tendency towards decreasing the volume of the
world interbank lending is not the sign of globalization, but the sign of change in the vectors of the
development of globalization towards other financial mechanisms. The active introduction of new
financial instruments (cryptocurrencies) into the world’s payment cycle and the policies of the
leading regulators in the financial markets show that financial globalization is going on.

Keywords: global liquidity, financial intermediation, institutional phenomenon, financial and
institutional transformations.
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T'JTOBAJIBHA JIKBIJHICTD K IHCTUTYIIMHUA ®PEHOMEH

AHoTauis. BaxumBy pons y BUOOpi cTparerii conialbHO-eKOHOMIYHOTO PO3BUTKY YKpaiHu
BIJIrparOTh MUTAHHS 3MICTYy CHOTOJHIIIHIX CYNEPEWIMBUX MPOIECIB Yy CBITOBIf EKOHOMIIIL.
[TpucBsYEeHO OIIHIII «3BOPOTHHUX» TPEHMIIB INI0OATHHOTO (PIHAHCOBO-IHCTHTYLIHHOTO CEpeoBUIIA
Ha TiJCTaBl OOTPYHTYBaHHS aKTyaJIbHOTO Ta ICTOPUYHOTO 3HAYCHHS TJI00AJBHOT JIIKBITHOCTI 1
BU3HAYCHHS Ha Iii OCHOBI 3MICTy Cy4YacHHX TJ0OaIbHUX (HIHAHCOBO-IHCTUTYLIHHUX
TpaHcopMarrii

JIIKBITHICTh TPAKTYETHCSA SIK CyMa JIOCTYITHOTO (piHAaHCYBaHHS ISl 3AIHCHEHHS BHYTPILIHIX
1 TPAaHCKOPJOHHHUX KYIIIBEJb AaKTHUBIB; BOHA XapaKTEepPH3y€ 3IATHICTh 1 TOTOBHICTH CTOPIH Opath
y4acTh y GiHAHCOBHX OTIEpAIlisfiX, Y TOMY YHCIi M Y TOCEPEIHMIITBI, a TAKOXK 3JaTHICT (PIHAHCOBHUX
PHUHKIB MOTJIMHATH THMYACOB1 KOJIMBAHHS MOMUTY 1 IPOMO3UIIIi HA BU3HAYEH1 aKTUBH.

['moGanpHICTh JIIKBIAHOCTI MPOSBISETHCA Yepe3 B3a€MOIOB’SI3aHICTh  HAI[IOHAJTIBHUX
(1HAaHCOBUX MPOCTOPIB 1 TPAHCKOPAOHHUN PyX (PIHAHCOBOTO Kamitany. BaxknuBy posib BifirparoTh
MEXaHI3MH NepeaBaHHs 1H(opMallii Mpo BHYTPIIIHI YMOBU PO3BUTKY KpaiH CBITOBUM (IHAHCOBUM
pUHKaM Ta omepaTopam, 110 BIUIMBAE Ha IIBUJIKE MEpEMIIIeHHs (IHAHCOBUX MOTOKIB y MPOCTOP1 Ta
yaci. CydacHui po3BUTOK (PIHAHCOBUX TEXHOJOTI MOPOAUB TaKi HOBITHI (PEHOMEHH, SIK MPOQILUT
JIKBIAHOCTI Ta iHoOpMaIlii. YHACTIIOK IILOTO MOCTYIOBO 3HUKAE a00 MEPEePOIKYEThCS CyCTUThHA
noTpeda B IHCTUTYTaX (PIHAHCOBOTO MOCEPETHUIITBA.

I'moGanpHa MIKBIAHICTH Ma€ HAI[IOHAIBHI IHCTUTYIIIHHI JDKEpena MOX0KEHHS 1 BimoOpakae
IHTepecHu KOHKPETHHUX €MITEHTIB Ta iHBecTopiB. Lle 3ymoBiIt0€ nMpobaeMaTHUHICTh IHCTUTYLIHHOTO
3a0e3neyeHHs MDKHApOJHOiI KoopAuHalii 3 11 perymtoBaHHs. [lupkymnioouun y CBITOBOMY
(1HAHCOBO-IHCTUTYI[IHHOMY MPOCTOPI, JIKBIAHICTh MPUYMUHSE CYTTEB1 BIUIUBU Ha KOJIMBAHHS
MOMUTY 1 TPOTO3UINT He Juiie Ha (IHAHCOBMX pHHKAX, a W ekoHoMini B nitomy. CydacHa
TEHJICHIIIS 10 3MEHIIEHHS OOCSTIB CBITOBOrO MDKOAHKIBCHKOTO KpEIUTYBaHHS CBIAYWTH HE MPO
nernobaizaiito, a Tpo 3MIHYy BEKTOPIB PO3BUTKY Trjobamizamii B OiK I1HmMHX (PIiHAHCOBHUX
MEXaHI3MiB. AKTHBHE BIIPOBA/KEHHS y CBITOBUHU IJIATLKHUEN 00Ir HOBUX (pIHAHCOBUX IHCTPYMEHTIB
(KpUNTOBAIIOT) 1 TOJITHKA TPOBIAHUX PEryIATOpiB Ha (IHAHCOBUX PHHKAX IMOKA3YIOTh, IO
(hinaHcoBa riobai3allisi TpPUBaE.

Knrwouoei cnoea. rnobanbHa JKBIAHICTH, (IHAHCOBE IMOCEPEIHUIITBO, IHCTUTYLIHHUI
(dhenoMeH, (hiHaHCOBO-IHCTUTYIIIIHI TpaHCHOpMAIIii.
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TJTOBAJIBHAS JIMUKBUJTHOCTh KAK MHCTUTYIHIMOHAJIbHBIV ®EHOMEH

AnHoTaums. IlpenctaBieHsl  pe3ynabTaThl  HccieloBaHMs  (EeHOMEHa  TJ00albHOU
TUKBUAHOCTH. CHCTEMAaTU3UPOBAaHBl OCHOBHBIE HAy4YHbIE MOJXOJBl K OINpPENENIeHUI0 T100anbHON
JMKBUAHOCTH M OOOCHOBAHMIO €€ POJM B MHPOBOHM cucteMe KoopauHat. IIponemMoHcTpupoBaH
TeONOJUTUYECKHI KOHTEKCT UPKYISINN ITI00aNbHOM JIMKBUIHOCTH M I0OKa3aHO, YTO YMEHbIICHHE
00bEMOB  MHPOBOIO  MEKOAHKOBCKOTO  KPEIMTOBAHUS KaK COCTaBJIOMIEH  T00albHOU
JUKBUAHOCTH CBUIETENBCTBYET HE O Jerjobanu3anud, a 00 HM3MEHEHHUH BEKTOPOB pa3BUTHUS
ryo0aNn3anny B CTOPOHY JIPYTUX (PMHAHCOBBIX MeXaHU3MOB. Orpe/iesieHa HCTOpUYecKast TpUpoIa
r7100aJIbHOM JTMKBUIHOCTH U JIOKa3aHO, YTO OHA SIBJIAETCS 3aKOHOMEPHBIM Pe3yIbTaTOM 3BOJIIOLMU
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¢uHaHCcOBOrO mocpeaHuyectBa. Ha 3Toil OCHOBE OXapakTEpH30BAHO COJEPKAHHE COBPEMEHHBIX
rJ100abHBIX (PMHAHCOBO-UHCTUTYIIMOHAIBHBIX TpaHCc(hopMauii.

Kniouegvie  cnoea:  r1nobanbHas — JIMKBUIHOCTb,  (PMHAHCOBOE  IOCPEIHHYECTBO,
WHCTUTYLMOHAJBHBIN ()eHOMEH, (PMHAHCOBO-MHCTUTYIIMOHAIBHBIE TPaHC(HOPMALIHH.

®opmyi: 0; puc.: 1; Tabn.: 0; 6ubm.: 11.

Introduction. Nowadays, the tendencies, developing in the world’s economic space, are
sometimes interpreted as the curtailing of the globalization tendency. Banks are reducing the share
of global assets, giving preference to regional and national assets.

Before the crisis, cross-border flows grew due to the foreign presence of banking
institutions, diversification of investment portfolios of institutional investors, and the growth of
global trade flows through the activities of CNCs. Since the crisis, the cross-border flows of
financial capital have fallen significantly: from 2007 till the present day they have decreased in
absolute terms by 65 percent [1]; comparing to the fall in world’s GDP, the fall in cross-border
capital flows exceeded it by four times.

The question arises how to evaluate these processes, if they really indicate the
deglobalisation of the financial space, and if any «reverse» transformations of the global financial
and institutional environment are possible. In order to analyze these tendencies, it makes sense to
uncover their internal bases and, in particular, to explore the phenomenon of global liquidity as one
of the cornerstones of globalization, to identify the fundamental factors and principles of liquidity
circulation at the level of the global financial and institutional space.

Research analysis and assignment. The concept of global liquidity is widely represented in
the works of researchers of the International Monetary Fund, the Bank for International Settlements,
the European Central Bank, the Bank of France, the Bank of England and others. In various
concepts of global liquidity, it also acts as a certain property of assets to be converted into a means
of payment, as the overall ease of that conversion and as the total value of highly liquid assets.

The researchers from the IMFtreat liquidity as the amount of funding available to make
both internal and cross-border asset purchases; liquidity demonstrates (characterizes) the ability and
willingness of parties to take part in financial transactions, including mediation, as well as the
ability of financial markets to absorb temporary fluctuations in demand and supply of certain assets
[2]. According to the concept of the Bank of International Settlements, which at present
systematically and methodically uses the theory of global liquidity for practical estimatation of the
total value of financial assets in the global space, global liquidity is not only the overall ease of
financing in international financial markets, but also the value of highly liquid assets that can be
obtained in the global financial market [3].

On the whole, the main treatment of global liquidity combines recognition of the decisive
role of the interconnection of national financial space and the cross-border movement of financial
capital. At the same time, insufficient attention is paid to institutional and structural grounds and the
tendencies in the development of this phenomenon.

The purpose of this paper is to substantiate the actual and historical significance of global
liquidity and to determine on this basis the content of modern global financial and institutional
transformations.

Research results. In determining the volume of global liquidity, three main indicators are
used: banking international requirements, banking general requirements to the private non-financial
sector, total credit in the context of currencies [3]. Credit is among the basic indicators representing
global liquidity. This is the second (after the emission of liquidity by the Central Banks) major
phase of global liquidity circulation, after which there is the third phase, namely, circulation in the
financial market. Making credit to the private non-financial sector is a major indicator of the
effectiveness of financial intermediation in the global financial space. In other words, if global
interbank lending is declining, it is logical to assume that the volume of global liquidity is
decreasing as well and the globality of liquidity is decreasing.

Indeed, the global circulation of liquidity is substantially represented by credit, but it has a
particular significance, a particular context.

Firstly, due to credit the trade of multinational corporations increases. The empirical
confirmation of this thesis is the pre-crisis dynamics of the world trade and cross-border lending,
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the similar trajectories of which permitted the researchers to argue that the development of the
world trade has been one of the factors behind the increase in international credit and the growth of
global liquidity.

Secondly, the policy of a cheap credit, which is often used by international financial giants
(the US, the IMF), is nothing but part of the policy under the auspices of a single centre, which the
USA would try and have been trying to be. The presence of a responsible national issuer of official
liquidity, as a component of global liquidity, indicates that the latter, having its origins in the
environment of national economies, maintains an intrinsic endogenous institutional foundation, is
based on the regulatory principles peculiar to the national financial environment, reflects the
motivation of the issuers. Therefore, if the issue of the official component of global liquidity is
carried out by a strong global player, then the liquidity, while entering the international arena, is
already part of expansionary policy, a mechanism of redistribution of economic power.

At the same time, the states that use it give hostage to global tendencies, without having
effective mechanisms of confrontation. That is why the global content of liquidity is realized not
only through its private part, represented by global financial operators, but, above all, through the
official one. Then, in this context, the question arises: can America’s turn of the tendency from
globalization to the domination of national interestsof development that will take place ars if it
means the turn of the global trend? Most likely, no.

The decrease in the volume of the world interbank lending indicates not a change in the
globalization tendencies, but the change in the vectors of globalization development towards other
financial mechanisms. For example, the active introduction of new financial instruments
(cryptocurrencies) into the world payment circulation and the position of leading regulators as for
current agiotage in the financial markets regarding cryptocurrency transactions show that financial
globalization is going on.

In October 2017, the Chinese authorities decided to close all exchange houses in the
country where bitcoin could be exchanged [4], while in the US in July 2017 the US Stock Exchange
Commission equated the placement of tokens (ISO) with ordinary IPOs (Initial Public Offering —
initial public sale of shares of a joint stock company) [5]. ICO, or Initial Coin Offering (initial
placement of token coins) is the issue of any token coins or coupons by any project that can be used
to pay for the services of a trading floor. As a matter of fact, it is a new form of the attraction of
investment, which is similar to IPO, but here only cryptocurrency is used instead of equities. And
since December 1, 2017, the Commodity Futures Trading Commission (CFTC) has allowed the sale
of futures for bitcoins to three online exchange houses. Bidding has already begun on the Chicago
Commodity Exchange (CME) and the Chicago Board Options Exchange (CBOE) [6].

In Japan, since April 1, 2016, bitcoin has been recognized as a payment instrument, and
now the Audit Standards Board of Japan is developing appropriate rules for its circulation. In 2015,
domestic circulation of bitcoins as well as the currencies such as Ripple, Litecoin and others in
Japan alone reached 185 billion yen ($ 1.67 billion). By 2020, it is projected to increase to a trillion
yen [8].

Within the UK’s regulatory space, cryptocurrencies are not a financial product and are
therefore outside legal regulation. At the same time, the Financial Regulation and Control Board
(FCA) has created a platform for launching and testing cryptocurrency pilot projects, and has issued
a discussion paper on distributed- registry technology.

In general, the legal status of cryptocurrencies in the global coordinate system is still not
unumbigous. Some of the financial regulators of global players show some loyalty to new
instruments, determining not only their position but also the vectors of further global financial
development.

In a joint statement by financial regulators on the status of cryptocurrencies in Ukraine, the
NBU, the National Securities and Stock Market Commission and the National Commission
regulating the financial services markets argue that «the complex legal nature of cryptocurrency
does not allow it to be recognized either as monetary funds or currency and a payment instrument of
another country, or currency value, or electronic money, or securities, or monetary surrogate» [9].
At the same time, the financial regulators of Ukraine continue to study the legal status of
cryptocurrency in order to protect consumers’ rights, prevent money laundering and other abusive
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practices, identify the subjects of transactions, create a mechanism for taxing the income received,
declaring.

The globality of liquidity has a deep historical nature, which develops in a financial
intermediation environment and evolves in the course of its functional development. Global
liquidity is a natural stage in the evolution of financial intermediaries, which got institutionalized in
the international trade space, and in the course of their development headed for the global financial
space as a concentrated manifestation of their primary nature. In the conditions of globalization, it is
this historically formed functional mediation that has undergone significant transformations.
Financial intermediaries, who are historically inclined to provide liquidity in every way (from direct
provision to the creation of new liquidity), in the context of globalization and liberalization of the
financial space, have received fundamentally new opportunities for operational activity to produce
new liquidity.

The increasing amount of official liquidity in the global financial space in the second half
of the 20th century (Fig.) provided the basic asset from which the financial operator created
innovative financial products. If in 1960 the global index of broad money to GDP was 50,438%,
then in 2015 it was at the level of 122, 685%.
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Fig. World’s index of broad money (% of GDP) 1960—2015
Source: World Bank Official Website (http://data.worldbank.org/indicator/FM.LBL.BMNY.GD.ZS) [10].

These phenomena and processes led to the formation of a new phenomenon in economic
practice and theory — the phenomenon of global liquidity, at the same time the deformation of
financial intermediation took place: if in relatively closed financial spaces of operating activity the
financial intermediary created new liquidity for the needs of their customers, then in the conditions
of liberalization and financial integration the creation of liquidity became the dominant motivation
for their activity as such.

The predominance of the motive for creating liquidity in the activities of financial
intermediary created the conditions for financialization and the subsequent crisis, demonstrating the
inefficiency of financial intermediation in the institutional coordinates of the real economy
development. Therefore, the new forms that do not require mediation (cryptocurrency) began to
emerge in the globalized space of liquidity circulation. Liquidity remained global but began to
change in the context of current exchange needs.

Global liquidity is an objective historical phenomenon that will take many forms depending
on the potential and motivation of global financial players, not exepting the strengthening of
possibility of selective or general destabilization. The conditions of crisis have shown that new
systems of financial control coordination are needed — the globality of liquidity requires
appropriate institutionalization of new degrees of freedom through common rules, standards and
prohibitions. When answering the question whether the control and regulation of the processes of
global liquidity circulation is possible at all, it should be realized that the new rules of the game are
not just the result of the awareness of the problems of financial intermediaries’ operational activity
in the underregulated global financial space, but also a moment of struggle for the redistribution of
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economic power. Therefore, the achievement of the unification of financial regulation procedures,
which is often spoken about by the representatives of the European supranational bodies, is not yet
achievable in the current context, as evidenced in particular by the contradictory results of the fight
against the global shadow banking system.

The problem of growing interdependence in the global financial system must be deeply
explored both in terms of the manifestations of the global financial cycle and in its determinants. It
is important to systematize the mechanisms by which international centers through cross-border
banking transmit signals to the periphery in an integrated financial world. The problem of
protecting peripheral countries from the devastating effects of not only the global financial crises
but also of the «normal» operational activity of global players remains unsolved. Is it possible at all
to coordinate the actions of national monetary authorities to ensure harmonious stability in the
global financial environment?

Given the institutional nature of global liquidity, it can be stated that effective international
cooperation among major central banks today is complicated because of institutional differences in
countries and differences in central bank mandates; while stimulating aggregate demand in leading
countries may be contrary to the interests of peripheral countries. Liquidity is global in quality, but
it is very difficult and problematic to achieve effective international coordination to regulate it
because, being global, liquidity represents the interests of certain issuers and investors and is of
national origin.

An example of the fundamental impact of the institutional base on liquidity circulation is the
development of the tendencies of fragmentation in the integrated European financial market. The
creation of a single economic eurozone and monetary space in Europe should have created the basis
for maximally free circulation of capital in the service of economic and employment growth. At the
same time, the processes of implementation of monetary unity had little effect on real economic
processes in the context of liberalization of the financial space. This became especially clear during
the crisis.

The active pre-crisis development of cross-border lending in the EU and the Eurozone
witnessed that the financial and institutional space was highly integrated both in the European
context and in the world, and the circulation of liquidity could be called global. With the
introduction of the single currency, the banks of the Eurozone began expanding their operations to
other markets. European banks were considered to be the most globalized in the world: their total
foreign claims, including both loans and other claims, increased from 4.3 trillion. $ in 2000 to 15.9
trillion. $ in 2007 [1].

Today, these banks are reducing their international assets, first and foremost, this refers to
the short-term interbank lending. Their external claims have dropped by $ 7.3 trillion or 45% since
2007. Almost half of the reduction falls at their European counterparties [1].

With the decline of assets of global banking structures in the Eurozone, there is a tendency
of fragmentation — an increase in the differentiation of interest rates on business loans in different
countries of the Eurozone. This proves that even in a highly integrated financial space, the unity of
monetary policy sooner or later encounters the institutional diversity of economic environments.
The fragmentation of the financial market has resulted in excess liquidity in some countries of the
Eurozone and a deficit in others, which has created long-term risks to financial stability for both the
former and the latter. The deep content of fragmentation has become unequal access to financial
resources and the prospect of a long-term liquidity shortage in the worst hit countries, which has
been deepening, because of insufficient interbank financing.

Conclusions. In today’s context, global financial and institutional transformations continue,
which is a natural result of the development of the historical nature of global liquidity. When
evolving in the system of financial intermediation, at the present stage, global liquidity is
demonstrating the widening of the range of forms, as evidenced, in particular, by the emergence of
the cryptocurrency phenomenon. The institutionalization of the circulation of the latter will lead to
the separation in the structure of global liquidity of new niches and spaces, which at some stage will
conflict with the traditional forms of global liquidity, that will cause the increase of instability in the
worldwide financial-institutional environment. However, this will not nullify the global nature of
liquidity circulation, as it is in the supranational space of operational activity that maximum
efficiency and profitability is achieved.
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Global liquidity is an institutional phenomenon, which makes it difficult for effective

international coordination to regulate it, since, when circulating in the global financial and
institutional space, liquidity represents the interests of certain issuers and investors and has a
national nature. Therefore, it is obvious that under such circumstances, the global economy cannot
avoid the dangers of frequent crises, which may be characterized by «non-classical» dynamics and
uncertain consequences.
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