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Introduction. In the context of the development of globalization processes and the integration of the national
economy into the global financial space, the issue of forming the financial security of Ukraine becomes increa-
singly important. It affects and links together all sectors of the national economy, business entities, society, poli-
tics, finance, etc.

Problem Statement. At the present stage of Ukraine's economic development, one of the primary task of go-
vernment policy is to ensure the financial security of the state, after all, its ensuring aims at overcoming the eco-
nomic crisis and improving the well-being of Ukrainian citizens.

Purpose. The assessment of the financial, monetary, and banking systems of Ukraine as well as the develop-
ment of practically significant proposals are necessary for ensuring the financial security of Ukraine.

Materials and Methods. The analytical material is the data of the National Bank of Ukraine, which have
been studied by economic and mathematical methods, statistical and indicative analysis.

Results. It has been determined that the state budget imbalance is the main destabilizing factor of the crisis in
public finance. The dynamics of the number of banks in Ukraine have been studied: despite a decrease in the
number of banks with foreign capital, their share in recent years has increased significantly, which hinders the
effective development of the banking system of Ukraine. A significant underestimation of the domestic currency
and large-scale devaluations in the previous years created unfavorable conditions for Ukrainian exporters, which
resulted in a foreign trade balance deficit, an outflow of foreign currency and, accordingly, a decrease in the
foreign exchange reserves.

Conclusions. The financial security strategy should determine the prospects for ensuring the stability of the
[financial, monetary, and banking systems and the development of the national economy. The implementation of
[financial, currency, credit measures, the adoption of amendments to the legislative framework, and the develop-
ment of a financial security strategy for Ukraine become increasingly important, given the problems that exacer-
bate the financial security of Ukraine.

Keywords: financial security, monetary system, banking system, budget, external debt, banks, and national
economy.
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of the national economy, business entities, socie-
ty, politics, finance, etc. One of the most impor-
tant factors in the national security, including its
stability, integrity, and sustainable development,
is to ensure financial security. At the present sta-
ge of Ukraine's economic development, one of the
primary tasks of government policy is to ensure
the financial security of the state, which deter-
mines the relevance of this topic. After all, ensu-
ring financial security aims at overcoming the
economic crisis and improving the well-being of
Ukrainian citizens, and as a result, achieving the
economic development of the state.

Various aspects of ensuring financial security
have been highlighted by many researchers, in-
cluding Boy N. [1], Vasylieva T. [2], Vasylchy-
shyn O.B.[3], De Goede M. [4], Ivanova O.B. [5],
Kalantai A.M. [6], Nechiporuk L. V. [7], Radio-
nov Yu.D. [8], Reznik O.[9], Smokvina A.A. [10],
and Tarangul L.L. [11]. However, despite a signi-
ficant number of publications, financial security
has not been fundamentally justified, and the to-
tality of indicators characterizing its state has not
been fully studied. Considering Ukraine’s cur-
rent financial state, the topic outlined in the stu-
dy becomes increasingly relevant and requires new
proposals to overcome the growing economic cri-
sis effectively.

The purpose of the research is to assess the finan-
cial, monetary, and banking systems of Ukraine,
as well as to develop practically significant propo-
sals for ensuring the financial security of Ukraine.

Financial security plays an important role in
ensuring the national security of any state. Finan-
cial security is a factor for the effective develop-
ment and competitiveness of the national econo-
my at the international level. Ensuring financial
security is the ultimate result of overcoming the
current economic crisis.

Today, there is no single, well-established defi-
nition of the concept of “financial security”. The
existing formulations reflect only certain aspects
of financial security and cannot pretend to have
its unambiguous and exclusive interpretation.
From the standpoint of a versatile approach, fi-
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nancial security is the protection of financial in-
terests at all levels of financial relations; a certain
level of independence, stability, and sustainabi-
lity of the country’s financial system in the con-
text of the impact on it of external and internal
destabilizing factors that threaten financial secu-
rity; the ability of the financial system of the sta-
te to ensure the effective functioning of the natio-
nal economic system and sustainable economic
growth [12, 523—524].

The stability of the financial system is determi-
ned by budget deficit, price stability, stability of
the national currency, the protection of the inte-
rests of bank depositors, the development of the
stock market, the amount of international reser-
ves, the development of the monetary market, the
state of external debt, the balance of export-import
transactions, the investment climate, the develop-
ment of the market capitalization and the like.

Ensuring financial security at all government
levels is an important task for many states, inclu-
ding Ukraine. It is impossible to solve the econo-
mic problems facing the state, region, and enter-
prise without providing them with financial se-
curity. This task becomes especially priority in the
context of instability and financial crisis [10, 30].

At the present stage, the main national interests
of Ukraine in the financial sphere include: ensu-
ring financial stabilization, overcoming the pay-
ment crisis; reducing spending and budget deficits;
implementing the tax system reform, strengthe-
ning its stimulating influence on the develop-
ment of production; countering the shadow econo-
my and decisively fighting corruption; elimina-
ting arrears of social benefits; strengthening the
national currency and ensuring its convertibility;
reducing inflation and keeping it at 5% annually.

An important instrument of state regulation of
socio-economic processes is the State Budget of
Ukraine. The imbalance in the state budget is the
main destabilizing factor in the crisis of public fi-
nance. So, the state budget deficit amounted to
UAH 47.85 billion (1.6% of GDP), in 2017; UAH
59.25 billion (1.7% to GDP), in 2018; and UAH
78.05 billion (2% to GDP), in 2019.
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Fig. 1. Dynamics of Ukraine’s external debt, 2010—2019, USD billion

Source: estimated by the authors based on data [13].
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Fig. 2. Dynamics of the external debt of the banking sector of Ukraine, 2010—2019, USD billion

Source: estimated by the authors based on data [13].

As of 2019, the external debt of the banking
sector amounted to 9.9% of the total gross exter-
nal debt of Ukraine (Fig. 1).

The main factor in an increase in the external
debt in the past years was the deformation of the
monetary market associated with a high cost of
capital in the domestic market, the volatility of
its market conditions, and limited long-term re-
sources, which, in turn, reflect a low confidence
in the banking system and incomplete transfor-
mation of national savings into domestic invest-
ment. In the conditions of the national economy,
the attraction of external financing produces an
insignificant effect on the dynamics of invest-
ments in fixed assets as main indicator of invest-
ment processes. This result indicates the need to
eliminate deformations in the monetary market
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in order to ensure the investment and stimula-
ting effect [ 14, 33].

Over the past seven years, the banking sector
debt has decreased 4.6 times and reached USD
4.8 billion (3.9% of gross external debt), in 2019,
against USD 2.26 billion (15.9%), in 2013 (Fig. 2).

One of the priority measures in terms of ensu-
ring an adequate level of financial security in Uk-
raine should be the development of a monetary
policy strategy and a strategy for the development
of the banking system, which would determine
the main goals of the National Bank of Ukraine
and the development goals of the banking system,
as well as measures, mechanisms and tools for ma-
naging the banking business. The main objectives
of the monetary policy strategy should be the fol-
lowing: achieving exchange rate and price stabi-
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lity through the use of instruments of monetary
policy and exchange rate policy; refusal to finan-
ce the state budget through the redemption of
bonds of the domestic government loan; a unified
approach to the refinancing policy of commercial
banks; restrictions on the use of foreign currency
in credit transactions of banks, and in cash trans-
actions of business entities and the population;
restrictions on cash circulation in the state. Con-
cerning the goals of the banking system develop-
ment strategy, it is worth highlighting the follo-
wing: creation and development of specialized
development banks; establishing a quota for the
presence of foreign capital in the banking system,
in particular the banking capital of the aggressor
country, supporting systemically important banks,
developing lending to the real sector of the eco-
nomy [3, 223].
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The last three years have seen a steady down-
ward trend in long-term lending. Its reduction is
facilitated by the consistently high discount rate
of the National Bank of Ukraine, the inflation
rate and a decrease in the resource base of banks,
because the higher the inflation rate in the count-
ry, the lower the share of loans in the loan portfo-
lio of banks (Fig. 3).

Large-scale financial injections into the natio-
nal economy are the main method of overcoming
the crisis in many developed countries. One of
the options is a plan to increase government fun-
ding by the emission of money. However, the emis-
sion of money should be directed to the domestic
production of goods and services, in particular:
electric power, chemical, petrochemical and fuel
industries, mechanical engineering (aviation and
automotive industries, railway, agricultural engi-
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neering, and shipbuilding), metallurgy, light and
food industries.

Also, Ukraine has a significant gap between in-
terest rates on new loans and deposits nominated
in both national and foreign currencies. In deve-
loped countries, the excess of the credit rate over
the deposit rate, as a rule, ranges from 2 to 3%, whi-
le in Ukraine, in 2019, it is within 5.5% (Fig. 4).

So, credit services are still expensive for clients,
and deposit offers are not profitable enough. The
instability of many banks in Ukraine requires the
development of measures for state protection of
banks and their clients from increased risk. Howe-
ver, one should take into account the whole range
of problems associated with the development of
the national economy of Ukraine.

The economic crisis in Ukraine has affected the
plans of many foreign banks to carry out financial
takeovers in Ukraine. Thus, despite a decrease
in the number of banks with foreign capital, their
share has increased significantly in recent years,
which hinders the effective development of the
banking system and increases threats to the fi-
nancial security of Ukraine (Fig. 5).

As of 2019, in the banking sector of Ukraine,
the number of banks with a banking license was 75.
Of these, 36 banks with foreign capital, including
24 banks with 100% foreign capital.

The banking system is the result of the action
of both objective and subjective factors of influ-
ence on the formation, implementation, and de-
velopment of the financial security of the state.
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Low incomes of Ukrainian citizens have a nega-
tive impact on banking activities, and the unsatis-
factory financial condition of borrowers requires
the creation of significant reserves in banking in-
stitutions, which, in the absence of stable sources
of resources, makes it difficult to form the resour-
ce base and the number of commercial banks. The
dynamics of the number of banks shows that the
growth of the resource potential of banks is in di-
rect proportion to the level of public confidence in
banking institutions. Financial policy, like natio-
nal economic policy as a whole, depends on the
existing legal field and the financial security of
the state [15, 130].

Ensuring an adequate level of financial security
of Ukraine’s banking system requires the adoption
of a set of measures to improve legislation, banking
supervision, strategic planning, and anti-crisis ma-
nagement. The adoption of laws on foreign exchan-
ge regulation and lending, the introduction of risk-
oriented supervision of banks, stress testing, the
creation of asset management companies and a brid-
ge bank raise the level of financial security of the
banking system of Ukraine, as well as, obviously,
reduce internal and external threats. However, the
improvement of these areas of banking manage-
ment cannot be effective without a corresponding
improvement in the state’s general economic po-
licy, as well as without the establishment of a mu-
tually agreed monetary and fiscal policy [3, 225].

It is important to ensure that national money
fulfills the functions of accumulation. It is in the
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state’s interests that the citizens of Ukraine keep
their money savings in Ukrainian banks without
fear of losing them.

Developing a monetary policy that is adequate
to global trends is especially important for Ukrai-
ne. The difficult economic situation in Ukraine in
the early 1990s, the currency and financial crisis
of 1998, the financial and economic crisis of 2008—
2009, as well as the fall of the national economy
in 2014—2015, exacerbating the problem of finan-
cial security, determined the importance of set-
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ting goals, choosing methods and tools for imple-
menting the monetary policy of the state.

Currency regulation of the domestic currency
rates is aimed at its devaluation to protect the
domestic market and overcome the BOP deficit
(Fig. 6).

In order to improve the level of financial secu-
rity of Ukraine, it became necessary to revise the
exchange rate policy.

A significant underestimation of the domestic
currency and large-scale devaluations of the past

ISSN 2409-9066. Sci. innov. 2021. 17 (6)



Assessment of the Financial Security Level of Ukraine

40.0 , 100.00
3501 34.6 76.6 mm Foreign exchange reserves | g o
’ -O- Annual growth rate
30.0 F 60.00
8250 40.00
Z 200l 20.00
a ' Sl 00
4 15.0 -20.0
10.0 - —40.0
5.0 —60.0
L L -80.0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Year

Fig. 8. Dynamics of foreign exchange reserves of the National Bank of Ukraine, 2010—2019,

USD billion

Source: calculated by the authors based on data [13].

years created unfavorable conditions for Ukrai-
nian exporters. This ensured the reduction of the
foreign trade balance with a deficit, an outflow of
foreign exchange and, accordingly, a decrease in
foreign exchange reserves from USD 34.6 billion,
in 2010, to USD 25.3 billion, in 2019. The indica-
tors of export-import operations, calculated ac-
cording to the methodology of the National Bank
of Ukraine, indicate the annual predominance of
imports over exports (in 2019, USD 12.4 billion),
which, in turn, causes the formation of a negative
trade balance (Fig. 7).

An important indicator of the state’s financial
security is the stability and convertibility of the
national currency. This can be achieved in the pre-
sence of perfect foreign exchange legislation, suf-
ficient reserves of the National Bank, effective fo-
reign exchange policy in the state. The stability
of the national currency, its support has their own
special forms and methods of identification and
functioning. Thus, the sources of foreign currency
inflow to the state and the directions of its use,
the possibility of free access to the purchase of fo-
reign currency on the market, the pursuit of a po-
licy of exchange rate formation by establishing a
“floating” exchange rate regime, etc., are beco-
ming important [7, 291].

Despite the negative balance of export-import
operations in the conditions of favorable condi-
tions on foreign markets, the balance of foreign
exchange interventions of the National Bank of

ISSN 2409-9066. Sci. innov. 2021. 17 (6)

Ukraine at the end of 2019 turned out to be po-
sitive (USD 7.9 billion), which contributed to an
increase in the gross international reserves of the
state, the growth rate of which was 21.5%, and
ensured the strengthening of the position of the
national currency. The country’s foreign exchan-
ge reserves as of 2019 amounted to USD 25.3 bil-
lion (Fig. 8).

No less important for the financial security of
Ukraine is countering the dollarization of the sta-
te’s monetary sphere, which exists outside of banks,
which is a condition for the functioning and de-
velopment of the shadow economy. Moreover, at-
tention is drawn to the fact that it is consistently
high. This indicates the distrust of individuals and
legal entities in the state’s banking system and the
uncertainty of currency owners in the stability of the
financial system of Ukraine in the future [6, 149].

During 2016—2019, the dynamics of dollari-
zation of money supply, deposits, and loans gra-
dually decreased simultaneously, but this did not
indicate an improvement in the general situa-
tion, because the level of dollarization of the na-
tional economy of Ukraine was still at a high le-
vel (Fig. 9).

The strategy for ensuring financial security
should determine the prospects for ensuring the
stability of the financial, monetary and banking sys-
tems, and the development of the national econo-
my. That is why one of the most important direc-
tions in implementing the financial strategy in the
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field of exchange rate policy of Ukraine is the op-
position to the dollarization of the state’s mone-
tary sphere.

The massive withdrawal of capital from Ukrai-
ne abroad reached a threatening scale, which also
indirectly testifies to the mistrust of its owners in
the banking system of the state. At the same time,
the source of such capital is mainly the redistri-
bution of state property, non-return of proceeds
for exported products, tax evasion, and specula-
tive financial transactions. Therefore, on the one
hand, it is necessary to strengthen the responsi-
bility for concealing income abroad, and on the
other, to create legislative conditions for the le-
galization of non-criminal capital exported from
the country in Ukraine [6, 149].

To ensure the financial security of Ukraine, the
following comprehensive measures are advisable:
development of a financial security strategy, for-
mation and implementation of state and local bud-
gets, monitoring of indicators for assessing finan-
cial security, monetary and financial stabilization,
a strategy for the development of the banking sys-
tem, control of the banking system, strengthening
payment discipline, tax regulation, control over
the withdrawal of capital from Ukraine abroad,
ensuring the functioning of the securities market
and the stock market, currency regulation, libera-
lization of capital movement.

Financial security of Ukraine is possible only if
the financial, monetary and banking systems are
balanced and resistant to external and internal fac-

10

tors. However, today the financial security of Uk-
raine is under threat. After all, all the components
of financial security are in an unsatisfactory state.
The banking system of Ukraine belongs to for-
eigners (32% of banks with 100% foreign capital),
there is a process of ousting the national currency
by foreign one (dollarization level is 29%) and the-
re is a constant imbalance in the state budget (the
state budget deficit is UAH 78.05 billion). All this
poses a threat to the financial security of Ukraine.

The steady trend towards a decrease in long-
term lending (19.6% in the loan portfolio of Uk-
rainian banks) is extremely negative. Its reduc-
tion is facilitated by the consistently high discount
rate of the National Bank of Ukraine (13.5%), the
inflation rate (4.1%), and a decrease in the re-
source base of banks. At one time, the implemen-
tation of monetary reform was not used for the
organic combination of monetary and financial
stabilization. The sale of foreign currency to indi-
viduals has an inappropriate character, a large
amount of currency is in the hands of the popula-
tion. Citizens of Ukraine do not have confidence
in the domestic banking system.

The implementation of financial, currency, cre-
dit measures, the adoption of changes in the legis-
lative framework, and the development of a finan-
cial security strategy for Ukraine are becoming
increasingly important, given the problems that
exacerbate the financial security of Ukraine. The
implementation of these measures will contribute
to strengthening the financial security of Ukraine.
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OIIIHKA PIBHYI ®ITHAHCOBOI BE3IIEKU YKPATHU

Beryn. B ymoBax po3BuTKy Tio6asisaliiiiHux mporiecis Ta inTerpailii HaiioHaabHOI eKOHOMIKH Y CBITOBMIT (hiHAHCOBMIL TPO-
cTip Bee GisibIoro 3HaueHHs HabyBae mpobiema popmyBanHs pinaHcoBoI Oesniekn YKpainu. Bona 3auiniae Ta 38’s13y€ Boe1-
HO BCi Tastysi HalliOHAJIbHOI €KOHOMIKH, Cy0’€KTIB TOCIIOIapPIOBaHHSI, CYCIILIBCTBO, MOJIITUKY, EKOHOMIKY, (DiHAHCH TOIIO.

IIpo6GaemaTuka. Ha cyyacHOMYy erari eKOHOMIYHOTO PO3BUTKY YKPaiHM OJHUM i3 II€PIIOYEProBUX 3aBAaHb AepP/KaBHOI
MOJITUKK € TapaHTyBaHHs (DiHAHCOBOI Ge3IeKu JepsKaBH, ajyke, 3a0e3MedeHHs ii CIPAMOBaHO Ha MOAOJAHHS €KOHOMIYHOI
KPU3H Ta [iABUIIEHHS 100po0yTY rpoMajisiH YKpaiHu.

Mera. [IpoBenerns oriHky (hiHAHCOBOI, TPOIOBO-KPEANTHOI Ta GAHKIBCHKOI crcTeMu YKpaiHu, a TAKOK PO3poOKa TIpaK-
THUYHO 3HAYNMUX MPOMO3HIIIH 110710 3abe3meuer st (hiHaHcoBoi Oe3mekn YKpainu.

Marepiamm it MeToau. AHATITHYHIM MaTepiaJoM cayryBaau gani Harionambpaoro 6anky Ykpainu, ais 0OpoOKKM AKHX
3aCTOCOBAHO €KOHOMIKO-MaTeMaTHYHI MeTO/IN, CTATUCTUYHUN Ta iIHANKATUBHUM aHATI3N.
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Pesyabratu. BusHaueHo, 1110 po3basaHCOBaHICTh JeP;KaBHOTO OIOKETY € TOJIOBHUM 1eCTablIi3y0uiMM YHHHUKOM KPU3U
nepskaBHuX (iHaHcis. JocmiazKeHo qMHAMIKY KiJIbKOCTI GaHKIB B YKpaiHi: He 3BajKaroun Ha 3MEHIIEHHS KiJbKOCTI GaHKIB 3
iHO3EMHIM KaIliTaJIOM, X YaCTKa 332 OCTAHHI POKU 3HAYHO 301JIbIIIIIACS, 1110 [IEPENTKOKAE e()eKTUBHOMY PO3BUTKY OaHKiB-
ChKOI cucreMu Ykpaitu. [cTOTHe HEJOOIIHIOBAHHST BITYN3HSIHOT BAJIFOTH Ta MaciITabHi leBajibBallil OTePeHIX POKIB CTBO-
PUJIM HECTIPUSATIUB] YMOBHU IJIsI YKPATHCHKIX €KCIIOPTEPIB, 110 3a0e311eUrI0 3BeAeHHS 30BHIIIHBOTOPrOBEIbHOTO OajlaHCy 3
nedinnToM, BiITJIWB iHO3€MHOI BAJIOTH 1, Bi/IIIOBI/IHO, 3MEHIIIEHHS 30JI0TOBATIOTHUX PE3€EPBIB.

Bucnosku. Crpaterist hopmyBanHst (hiHaHCOBOI 6e3IeKK TIOBMHHA BUSHAYATH TIEPCIEKTUBY 3abe3nedeHHs CTiiikocTi ¢i-
HAHCOBOI, IPOIIOBO-KPEAUTHOL Ta GAaHKIBCHKOI CUCTEMH, PO3BUTKY HAIIOHAIbHOI €EKOHOMIKHU. 3Bajkatouu Ha 1pobsieMu, 1110
3aroCTpoIOTh (DiHAHCOBY Oe3lieky YKpaiHu, Bce OiblIoro 3HaueHHs HaOyBae 3/iicHeHHs (D iHAHCOBUX, BAJIOTHUX, KPEAUT-
HUX 3aXOAIB, IPUIHATTS 3MiH 10 3aKOHOAaBYOI 6asu, po3pobKka cTparerii (piHaHCOBOI Ge3iekn YKpaiHu.

Kuwouosi crosa: dinarncosa Gesieka, rpolioBo-KpeAnTHA cucTeMa, GaHKIBChbKa cucteMa, OI0/KeT, 30BHiLIHIi Gopr, 6aHKu,
HalioHa/JIbHA eKOHOMIKa.
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