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BEKTOPH EKOHOMIYHOI'O PO3BUTKY YKPATHU B KOHTEKCTI
®IHAHCOBOI BE3IIEKH
Anotauisi. CtaTTa npUcBsiu€Ha BU3HAUYECHHIO CYTHOCTI (DiHAHCOBOI Oe3meKku JepxaBH Ta il
ckianoBux. HaBejeHO TiyMadeHHS MOHATTS «(diHAaHCOBa Oe3meKa», 3 Pi3HUX MOMIISJIIB 0araTboX
HAYKOBIIIB; PO3KPUTO iHAMKATOpU (iHAHCOBOI OE3MeKkH SIKi BKIIIOYAIOTh: OIODKETHY, BAIIOTHY,
IPOIIOBO—KPEIUTHY, OOProBy Oe3MeKkH, Oe3NeKy CTPaxoBOT0 PUHKY Ta Oe3MeKy (OHIOBOTO PHHKY.
Busnaueno cyuacHuii ctaH Ta poib (iHAHCOBOI Oe3MeKH B KOHTEKCTI €KOHOMIYHOTO PO3BUTKY
YkpaiHu, a TakoX OKPECIeHO BEKTOPHM EKOHOMIYHOTO PO3BUTKY YKpaiHH B JOBFOCTPOKOBiH
NEePCIEKTUBI. ABTOpaMH TNpPOaHaIi30BaHO OCHOBHI MOKa3HUKH (iHaHCOBOI Oe3meku YKpaiHu 3a
2011-2015 poku B po3pi3i i1 ckinagoBux. 3a pe3yibTaTaMH MPOBEACHOIO PO3PAXYHKY pIBHS
(inaHcoBO1 Oe3lekH y CTaTTi PO3PaxOBaHO 3arajlbHUN TMOKa3HUK piBHS (piHaHCOBOI Oe3meku
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KarouoBi ciaoBa: (dinancoBa Oesmneka; OroJpkeTHa Oe3leka; BamioTHA Oesmneka; Ooprosa
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BEKTOPbBI DJKOHOMHYECKOTI'O PASBUTUSA YKPANHBI B KOHTEKCTE

®UHAHCOBOM BE3OIMACHOCTH

AnHoTanusa. CTaThs TIOCBSINEHA OMPESICHUIO CYITHOCTH (DMHAHCOBOW O€30macHOCTH
rOCyJIapcTBa U €e cOCTaBIIoNMMX. [IprBeeHb! JeQUHAIIUN TIOHATHS «(pUHAHCOBas 0E€30MaCHOCTEY,
C pasHBIX TOYEK 3PEHHUS; PACKPBITO WMHIUKATOPHl (HHAHCOBOH OE30MaCHOCTH, & WMEHHO:
OIO/DKETHYIO, BaJlOTHYIO, JIEHE)KHO—KPEAWTHYIO, JIOJNTOBYIO Oe3omacHOCTH, 0e30macHOCTh
CTPaxoBOr0 pbIHKA M 0e30macHOCTh (poHmOBOro phiHKA. OmNpe/eieH0 COBPEMEHHOE COCTOSIHUE H
pob (PHHAHCOBOW OE30MACHOCTH B KOHTEKCTE SKOHOMUYECKOTO Pa3BUTHS YKPaWHbBI, a TakKxKe
0003HauEHBI BEKTOPHl JKOHOMUYECKOTO Pa3BUTHA YKpawHbl B JOJITOCPOYHON MEPCIEKTHBE.
ABTOpaMH TIPOaHAIM3UPOBAHBI OCHOBHBIC TMOKa3aTeau (PHHAHCOBOW 0€30MaCHOCTH YKpPaWHBI IO
20112015 roxer B paspese ee cocrapistomux. Ilo pedynbpraraM NpoBEJEHHOIO pacueTa YpOBHS
(vHAHCOBOW 0E30MAacCHOCTH B CTAaThe pAcCUMTaH OOIMH TIOKa3aTeidb YpPOBHS (HUHAHCOBOWM
0e30MMacHOCTH YKpauHbl; BBIABICHO WHIWKATOPBI, KOTOPHIC OKA3bIBAIOT HETaTUBHOEC BIIMSHHUC HA
oOIIHiA TToKa3aTesb YPOBHS (PMHAHCOBOW OE30MACHOCTH WM MPEJIOKECHBI HAMTPABICHUS YITyUIICHHS
(vHAHCOBOW 0E30MaCHOCTH B YCIOBHSX BOCHHOTO KOH(DIMKTA HAa BOCTOKE W HECTAOWILHOM
CUTyalny B OOIIECTBE.

KiaroueBble cjioBa: QuHaHCOBas O€30MaCHOCTh, OIO/PKETHass O€301aCHOCTh;, BaIOTHAs
0e30acHOCTh;  JI0droBas  0e30MacHOCTh; Oe3omacHocTh CTpaxoBas pbIHKA; OaHKOBCKAas
0€30MacHOCTb.
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Introduction. The openness of the national economy on one side contributes to the
development and enhancing of the business, industrial, financial, social, cultural and other relations
between different countries. However, on the other side it makes the national economy more
sensitive to the influence of destabilizing effects of relevant environment, turbulence in
international financial and trade markets, political and social threats. In other words, despite the
great potential for open economies development, they face significant volatility, unpredictability
and riskiness under current circumstances of globalization and integration of national markets.

Under the existing economic conditions, one of the most important factors of the
independence of Ukraine is its financial security. Lack of the state financial security complicates the
process of solving economic problems facing the country. This task becomes one the most
important in terms of instability, financial crisis and difficult military—political situation in Ukraine.

Literature review and the problem statement. In economic literature a lot of attention is
paid to examining the term “economic development”. Since the beginning of modern times, the
problem of sustainable growth and development was one the most trending research topics for
practitioners and academics. For instance, W. Petty, A. Smith, D. Ricardo, K. Marx, J. B. Say,
L. Walras, A. Marshall, J. M. Keynes and J. Schumpeter studied the nature of wealth, its
accumulation, efficient allocation and redistribution. In the latter half of the 20th century R. Solow,
J. Hicks and others developed the special theory of economic growth. Nevertheless, the events in
the last decade of the last millennium strongly influenced the way of studying the sources of
economic growth and factors that determine economic development of a country. Exactly during
this difficult period, such academics as V. Heiets, V. Bazylevych, A. Chukhno, A. Halchynskyi and
V. Dorohuntsov began to examine this problem in case of Ukraine.

The security issues of different components of financial-economic system were studied by
O. Vasylyk, Z. Varnalii, M. Yermoshenko, V. Kravchenko, I. Liutyi, V. Mandybura, A. Moroz,
R. Pikus, M. Savluk, K. Samsonov, V. Shlemko and others. For example, in their works these
scholars explain the meaning of the term “financial security”; observe the main threats and
indicators of financial security; suggest the ways to strengthen the financial security.

However, it is advisable to examine ways of increasing the competitiveness of Ukraine
under conditions of globalization and integration, to identify the trends in economic development,
competitive advantages and peculiarities of the national financial security.

Research results. For a better understanding of the place of Ukraine in the new architecture
of the world economy and for finding possibilities for its participation in the global economic
processes, it is important finally to adopt and follow the integration vector of the future economic
development of Ukraine. Moreover, this process should be accompanied by implementation of the
rational, in terms of the national interests, internal and external economic policy. As the strategic
vector of development, Ukraine has chosen the integration into the European economic, political
and legal area. Joining the European Union (EU) was declared as the key foreign policy priority and
strategic objective of Ukraine at the highest level, and determined in the new Strategy for
Sustainable Development “Ukraine—2020”, approved by the Decree of the President of Ukraine on
January 12, 2015 Ne 5.

The purpose of the Strategy is to achieve the European standards of living in Ukraine and
decent place in the world. For accomplishing this goal, Ukraine should follow such core vectors:

- the vector of development — includes providing the state sustainable development,
realization of structural reforms and, as a result, rising standards of living. Ukraine should become
the country with an effective performing economy and with advanced innovations.

- the vector of security — includes providing security guarantees for the state, business
and citizens; protection of investments and private property rights [1].

Defining the role of the state risk in the context of the national financial security it is
necessary to find out the main causes of financial threats for a state. Guidelines on methods to
measure the level of economic security of Ukraine set out the list of key indicators, their limits and
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the algorithm to calculate the integral index of the national economic security. Lack of criteria for
national security makes it almost impossible to solve any problem in the sphere of internal and
foreign policy effectively.

The national economy affects financial system of the country. If the national economy
seems to be growing, evidenced by continuous increase in GDP and national income, there are
resistance and stability in the financial system too. Thus, there are drivers for future industry
development and for improving quality of life in the country. Economic crisis, recession, rising
unemployment lead to a sharp deterioration of financial indicators, resulting in rising budget
deficits, financed by internal and external public borrowings, money emission, and in rising public
debt and related servicing costs. All this makes impossible to cover state expenditures in time,
provokes inflation, affects economic relations, and raises bartering, difficulties in fiscal policy
realization, reduces standard of living for the broad segments of population.

Therefore, financial relations that follow all economic relations in the country demonstrate
the general state of the national security.

Financial security is one of the most important drivers of the state economic development
nowadays. This is the necessary condition for a state’s ability to follow the independent financial
and economic policies according to its national interests.

Vasylyk O.D. considered that the state financial security is as a quite multifaceted concept
from the economic point of view and an extremely important from the political point of view, as it
is a result of the legislative and executive branches’ actions in the financial sector. He describes
financial security as a dynamic state of financial relations that provides favorable conditions and
necessary resources for expanded economic reproduction, to rise standards of living, to improve the
national financial system and to resist internal and external drivers of financial destabilization [2].

Some Ukrainian academics explain the term “financial security” as the state of financial,
monetary, currency, banking, budget and fiscal systems, that has such peculiarities as balance,
resistance to internal and external negative factors, ability to provide efficient performance of the
national economic system and economic growth [3].

According to the economic security concept introduced by V. Heiets, financial security is
the sustainable development of the national financial system and its resilience to potentially
negative impact of external and internal shocks. Moreover, the main indicator of financial security
is the sustainable development of the country’s financial system and all its components [4].

To sum up, under the term “financial security” we suggest to understand a unique system of
financial interests protection at all levels of financial relations; a certain level of independence,
stability and resistance of the national financial system to the influence of external and internal
destabilizing factors, which pose a threat to financial security; an ability of the state’s financial
system to provide an efficient performance of the national economy and sustainable economic
growth.

It is important to highlight that the main indicators to assess the level of financial security
are introduced in the Guidelines on methods to measure the level of economic security of Ukraine.
Nevertheless, in foreign countries some additional indicators are used to estimate the level of
country risk. The most popular is a group of indicators introduced by A. Marshall and T. Maulana
for detailed estimation of emerging market country risk [5]. These indicators are usually divided
into two groups:

1. Indicators to analyze economic security and fragility of a country (e.g. a country’s level of
economic development, economic growth, economic relations with foreign countries, industrial
strength and existing natural resources).

2. Indicators to define the level of reliability and solvency of a country (e.g. ability to sign
international contracts, currency reserves, level of foreign debt, budget, monetary and economic
policies).
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The first group of indicators helps to examine the level of country’s development, degree of
its integration into the global economy, and thus the degree of access to international capital
markets. Using the second group of indicators, the experts analyze the country’s solvency, taking
into consideration those economic factors that could lead to defaulting on sovereign debts.

Summarizing academic staff opinions about threats to financial security, it is important to
mention that the main threat is the lack of deliberate policy to regulate economic processes
according to declared strategy for socio—economic development of a country. The main principle in
providing reforms should be a combination of pragmatism and constructive policy in protecting
national interests and increasing people’s overall wellbeing. The material basis of this process
should be revival and rapid development of the most promising sectors of national economy.

In practical terms, referring to the main causes of the current economic crisis in detail, it is
worth mentioning that the local economist, V. Bazylevych points out that the current global
economic crisis has arisen due to a number of related reasons, namely:

1) Decrease in quality of risk management systems of the key financial market participants
— financial institutions —that led to liquidity problems.

2) Crisis in the credit market and especially in mortgage lending sector, caused by
insufficient government control of its dynamics, as well as by inefficient risk management
framework of financial institutions.

3) Destabilization of the foreign exchange market, provoked by attempts of individuals to
reinvest their savings through selling securities and buying stable and freely convertible currency.

4) Nongovernment—controlled increase in the supply of financial assets in the financial
markets, caused by the issuance practice of participants — big corporations and financial
institutions— that did not match the rate of real economic growth.

5) Broad development of financial innovations in the securities market that led to
dissemination of new, quiet risky financial assets used as the subject of speculation [7].

Significant changes in the world supported the need to develop financial stability indicators
and to supervise economy and financial markets on the regular basis. Indicators of financial security
introduce specifics of the certain management level (at the level of households, firms, organizations
and institutions, different sectors of economy, regions, banking system, stock market, the whole
country) or of such its components as monetary security, inflation—adjusted, foreign exchange,
budget, debt and investment security [8].

In international practice there are different methods of quantitative assessment of financial
stability, aimed to analyze dynamics of financial sector sustainability; used in providing a system of
financial crises early warning or a stress—testing framework.

In the great majority of the developed economies, the national government bodies, whose
functions are to analyze and provide financial stability, use the IMF’s group of FSIs in creating their
own methods of financial security diagnostics. For example, in the framework of Financial Sector
Assessment Program (FSAP), a joint program of the IMF and World Bank, are introduced the
approaches to stress testing the national banking systems’ exposure to different scenarios of
development. However in the centre of such a research are usually systemically important banks,
financial corporations and payments systems. An individual approach to financial stability
assessment is more convenient in measuring different sectors’ level stability [9].

According to the Guidelines for calculation the level of economic security (Decree of the
Ministry of Economic Development and Trade of Ukraine on October 29, 2013 Ne 1277), it is
suggested to point out groups of indicators in the context of examining different components of
financial security.

The first group — indicators of the banking sector security (see Table 1). The banking sector
security is the level of banks’ financial soundness that provides efficient functioning of the national
banking system and protection from internal and external destabilizing factors, regardless of
working conditions [12].
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Table 1
Indicators of the banking sector security and their limits

No Indicator title, Years Optimal|Critical Remark
units of measurement | 2011 2012 2013 2014 2015 | value | value
1 Share of past due 9,6 8.9 7,7 13,5 22,1 2 7 | above critical

loans in total loans, %

2 Bank foreign—
currency—
denominated loans to
foreign—currency—
denominated deposits,
%

152,95 | 118,84 | 124,09 | 152,66 | 168,65 | 110 180 allowable

3 Share of foreign
capital in the
authorized capital of
banks, %

419 | 395 34 325 | 433 | 25 | 60 allowable

4 Bank long—term
(above 1 year) loans 3,10 2,37 1,76 2,83 3,89 1 3 allowable
to deposits, times

5 Return on assets

(ROA), % —0,76 | 0,45 0,12 | 4,07 | 5,46 1 —1 | above critical

6 Liquid assets to
short—term liabilities, | 94,73 90,28 89,11 86,14 | 92,87 100 50 | above critical
%

7 TOP-5 banks’ assets
to total gross assets, 36,82 | 36,59 | 38,63 | 40,01 43,41 30 60 allowable
%

Source: developed and calculated by authors using [10, 11, 12, 13]

As we can see, the ratio of bank residential past due loans in total gross loans does not meet
the optimal value of 2% and even exceeds the critical 7%. In 2015, this indicator increased to
22,1%. Such level of this indicator was due to hryvnia devaluation and inflation that complicated
returning of loans.

On the other side, in the last five years the ratio of bank foreign—currency—denominated
loans to foreign currency deposits has met the required level (143% in average). From 2013, this
ratio has increased and, in 2015, it was 169%, caused by decline in deposits. In the last five years,
the share of foreign capital in the authorized capital of the Ukrainian banks has varied between 36—
43% and did not meet the required level. In 2015, the share of foreign capital in the authorized
capital of banks increased due to the rise of foreign capital, in part owing to the additional
capitalization of the banks with Russian capital.

The indicator of return on assets also demonstrates a negative result. Only in 20122013,
there were positive values of this indicator. Nevertheless, they did not meet the recommended level.
In 2015, the value of this indicator was —5,46%, signalizing a crisis in the banking sector and an
urgent need to reform this system.

In the past five years, the average value of liquid assets to short—term liabilities ratio has
been 88% and thus has not reached the recommended level. Although the value of the last indicator
— the ratio of TOP-5 banks’ assets to total gross assets —is not critical, but it does not meet the
required level too. Moreover, this points out the growing monopolization in the banking sector.

The security of non—banking financial market is the next analyzed element of financial
security (Table 2). This is a level of development of the stock and insurance markets, allowing
meeting the needs of society in these financial instruments and services in full.
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Table 2
Indicators of non—bank financial market security and their limits

N Indicator title, Years Optimal | Critical

Remark

0 | units of measurement 2011 2012 2013 2014 2015 value | value
The level of insurance

1 | reach (premiums to 1,72 1,53 1,97 1,71 1,50 8 1 critical
GDP), %
The level of

2 | capitalization of listed 13,66 19,66 21,43 29,21 23,40 90 50 critical

companies, % of GDP
The share of incoming
insurance premiums of
three largest insurance
3 | companies in the total 13,70 9,90 13,50 15,60 14,70 10 30 allowable
amount of insurance
premiums (excluding
life insurance), %

Source: developed and arranged by authors according to [12, 14, 15]

Table’s data shows that the stock and insurance markets in Ukraine are in critical condition.
The value of indicator — the level of insurance reach is almost critical. In this situation, insurance is
not able to influence the economy’s development and does not play a significant role in the socio—
economic relations of the state.

The third group of indicators represents the indicators of debt security (Table 3). Debt
security is an appropriate level of internal and external debt taking into account the cost of its
service, efficiency of internal and external borrowing, and the optimum ratio between them, that is
sufficient to meet the pressing social and economic needs, which does not endanger the sovereignty
of the state and its financial system.

The first indicator is the ratio of public and publicly guaranteed debt to GDP. Its value in the
years 2011-2013 was 35%, and in 2015 it was already 80%, which exceeded the critical value by
20% and shows the financial dependence. The next indicator — the ratio of gross external debt to
GDP - is higher than the critical value by 70%, and in 2015 it was 126%, which indicates
significant dependence on foreign creditors. The ratio of official international reserves to gross
external debt gives some idea of the country's ability to pay all fees for servicing and repayment of
external debt by international reserves. It also shows how quickly and dramatically the country will
be forced to change its policies if it will not have access to external borrowing. As you can see, this
indicator was the highest in Ukraine in 2011 (25%), but in 2015 it was 11%, so the NBU’s rejection
to support hryvnia by currency interventions is entirely appropriate.

Table 3.
Indicators of debt security and their thresholds
No Indicator title, Years Optimal | Critical | p.
units of measurement 2011 2012 | 2013 2014 | 2015 | value | value
The ratio of public and
1 | publicly guaranteed 35,94 36,59 | 40,15 70,25 79,40 20 60 critical
debt to GDP, %
The ratio of gross b
2 | external debt to GDP, 7737 | 76,84 | 77,51 | 95,83 | 12596 | 40 70 above
o critical
Weighted average yield
3 | of govenmentinternal || 15 | 594 | 1343 | 1344 | 13,07 4 11 above
bonds on the primary critical
market, %
The ratio of official allowab
4 | international reserves to 25,19 18,17 14,37 5,96 11,20 20 50 e
gross external debt, %

Source: developed and calculated by authors according to [12, 16]
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Another group of indicators are the indicators of budget security (Table 4). Budget security
is a state of ensuring the solvency and financial stability of public finances, which enables public

authorities carrying out their functions in the most efficient way.
Table 4.

Indicators of budget security and their thresholds

N Indicator title, Years Optimal |Critical
units of measurement 2011 2012 2013 2014 2015 value | value

The ratio of
1 | deficit/surplus of the -1,79 | -3,79 | 4,45 | 4,98 | -2,28 3 10 critical
state budget to GDP, %
The ratio of total service
2 g?ﬁfﬁg :‘l‘fsr;f:ymem 21,86 | 27,71 | 28,10 | 3537 | 3325 | 6 16 frl:t‘;::l
budget revenues, %
The level of GDP
redistribution through
the consolidated
budget, %

Remark

=}

30,25 | 31,62 | 30,43 | 33,59 | 31,25 28 37 | allowable

Source: developed and calculated by authors according to [12, 16]

Having analyzed the indicators of budget security, it is worth noting that the situation of
ensuring the proper level of budget security of Ukraine under the indicator of the ratio of
deficit/surplus of the state budget to GDP is complex, because there is a significant excess of the
state budget deficit over the threshold in 2012, 2013 and 2014 (respectively: 3,8%, 4,4% and 5% of
GDP).

Also, the financial security of Ukraine considers the currency market indicators (Table 5).

Table 5
Indicators of currency security
No Indicator title, Years Optimal | Critical Remark
“| units of measurement 2011 2012 2013 2014 2015 value | value
Official e;xchapge rate above
1 | of hryvnia against USD | 100,1 | 100,04 100 195,3 | 148,04 104 130 critical

index, period average

Gross international
2 | reserves of Ukraine, 3,9 33 2,6 2,4 32 5 1,5 allowable
months of imports

Share of foreign—

currency—denominated | 4 3, | 3575 | 3387 | 4631 | 5581 | 20 50 critical
loans to total gross

loans, %

Balance of foreign
4 | currency transactions of | 13,45 10,19 2,88 -2.41 -1,55 0 -8 critical
households, bn. USD

Level of dollarization,

% 25 27 27 32 32 15 30 critical

Source: developed and calculated by authors according to [12,13,17,18,19]

In 20142015, the amount of currency, bought by banks from households, exceeded the
amount of sold currency to households. This tendency can be partly explained by the rise of the
USD exchange rate and lack of currency at banks. The military conflict in the East of Ukraine
caused the rise of negative expectations that resulted in speeding up the outflow of bank deposits. In
recent years currency demand and currency supply have been at the low rate due to currency deficit,
decline in purchasing power and black market development.
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The last element of financial security is monetary security that is a state of the monetary
system, which provides all actors of the national economy with the quality and available credit
resources in amounts and on terms favorable to achieve economic growth of the national economy
(Table 6).

In 2011-2013 the ratio of cash outside banks in the total money supply did not met the
minimum requirements (27% in average). Such a result was caused by lack of confidence
in financial institutions.

Table 6
Indicators of monetary security

N Indicator title, Years Optimal| Critical

. Remark
units of measurement | 2011 2012 | 2013 | 2014 | 2015 | value | value

o

Share of cash outside
banks in the total
1 29,31 | 27,33 | 26,16 | 29,57 | 28,44 20 35 allowable
money supply
(M0/M3), %
Difference between
interest rates on loans
and interest rates on
deposits of depositary
corporations (except
the NBU) in the
reporting period,
percentage points
Level of weighted
average interest rate on
domestic—currency—
denominated loans of
3 | depositary 9,27 16,23 | 15,40 | -7,50 | 17,60 5 15 critical
corporations (except
the NBU) considering
consumer price index,
percentage points
Share of consumer
4 | loans tohouseholdsin | 4570 | 1534 | 1508 | 1324 | 10,68 | 5 1| allowable
total loans
to residents, %

6,98 4,22 4,90 4,56 5,93 4 11 allowable

Source: developed and calculated by authors according to[12, 13,20, 21 ]

The results of performed calculation of financial security in accordance with the
"Methodology of calculating the level of economic security of Ukraine" allow assessing the general
situation prevailing in the financial market. The general indicator of the financial security level is
calculated for the corresponding period, which is one year in our case

The deviation of the financial security indicators from the optimum value is calculated to
determine the general indicator (table 7).

Table 7.
Calculation of general indicator of financial security of Ukraine

N Indicator title, Years Optimal

0 units of measurement 2011 2012 2013 2014 2015 value

1 | The share of overdue loans in total 4.8 4,45 3,85 6,75 11,05 1
loans granted by banks to residents
of Ukraine

2 | Return on assets -0,51 0,30 0,08 2,71 -3,64 1

3 | The level of insurance reach 0,22 0,19 0,25 0,21 0,19 1
(premiums to GDP)

4 | The level of capitalization of listed 0,15 0,22 0,24 0,32 0,26 1
companies
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Continuation of Table 7

5 | The ratio of public and publicly 1,80 1,83 2,01 3,51 3,97 1
guaranteed debt to GDP

6 | The ratio of gross external debt to 1,93 1,92 1,94 2,40 3,15 1
GDP

7 | The ratio of deficit/surplus of the —-0,60 -1,26 —1,48 -1,66 -0,76 1
state budget to GDP

8 | The ratio of total service payments 3,64 4,62 4,68 5,90 5,54 1

and repayment of debt to the state
budget revenues

9 | The index of change of the official 0,96 0,96 0,96 1,88 1,42 1
exchange rate of the national
currency against the US dollar

1 | Gross international reserves of 0,78 0,66 0,52 0,48 0,64 1
0 | Ukraine, months of imports

1 | The share of cash outside banks in 1,47 1,37 1,31 1,48 1,42 1
1 | the total money supply (M0/M3)

1 | The share of consumer loans to 3,15 3,07 3,02 2,65 2,14 1
2 | households in the total loans to

residents

The general indicator of the financial 5,76 5,23 4,04 2,86 0,61 3

security level (polygon area)

Source: developed and calculated by authors

Calculating the general indicator of financial security, we see that the lowest level of
financial security of Ukraine was registered in 2015 (0,61), and the highest in 2011 (5,76). Since
“1” is an optimal value for all indicators, Table 7 shows that most indicators are above “1” or
below.

In general, it should be noted that the banking security indicators exercise the most negative
impact on the general indicator of the financial security level, because they far outweigh the critical
value. So, as a result of the study we can conclude that the financial security of Ukraine is at a
dangerous level (close to critical). We can therefore claim that the stabilization of the financial
system is the most pressing national security issue today.

The increase in level of the state’s financial security needs a system of actions that should
include mechanisms in the field of fiscal and monetary policy, stock market, and in the regulation of
corporate sector, etc.

It should be noted that there are state agencies in Ukraine that are responsible for specific
areas of management of financial security. The National Security and Defense Council of Ukraine
(NSDC) is the principal body, which in the first place coordinate national security issues, in general,
and of financial security, in particular. Also, an Interdepartmental commission on the financial
security issues has been created at the National Security and Defense Council of Ukraine in 2001,
with the key objectives of: identification and assessment of threats to the financial security of
Ukraine, trends of their occurrence under development of the state’s financial and monetary policy;
studying and forwarding the proposal on using the experience of developed countries to provide
financial security and combat the shadow economy [22].

It should be stressed that if relevant authorities perform their functions properly, it is
possible to prevent potential threats to financial security and develop anti—crisis actions.

Thus, in the current political and economic conditions in Ukraine, we can say that research
and practical steps in analyzing financial security and measures to improve its level of development
are under development. While operation of the system gains momentum, we can watch the forecasts
of economic development prospects of Ukraine provided by leading national and international
organizations, and in particular scientists and experts.

It should be noted that military conflict in the east will remain one of the major factors
affecting the development of Ukrainian economy in 2017. Its negative impact on the domestic
economy during the whole last year is manifested not only in complete stop or irregular work of
many Ukrainian enterprises, violating the network of economic relations, but also in developing the
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atmosphere of uncertainty in the business environment, the state and local government
management.

In early 2016 the World Bank published a report, where it downgraded the forecast of world
economic growth in 2016 to 2.9%. According to the present macroeconomic forecast for Ukraine,
the World Bank expects an increase in budget deficit up to 3% this year, with subsequent decrease
to 2% of GDP in 2017, and to 1.5% in 2018. Government and publicly guaranteed debt is to reach
80.4% of GDP this year, according to the World Bank’s forecast, and then to slide to 79.8% of GDP
in 2017, and to 78.2% of GDP in 2018 [23].

Examining the features of financial security, we can claim that the state of financial security
is one of the key criteria for evaluation of public policies and activities of authorities. That is why it
is so important to take the necessary measures concerning improvement of financial security at the
present stage of development of Ukraine, particularly in such areas as foreign economic policy,
exchange policy, monetary and banking policy, tax policy, public debt policy.

Conclusions and recommendations for further research. Performed study showed that
the financial security of the state is a multidimensional concept that includes budget, debt, stock,
insurance, credit, tax, exchange, banking, investment, monetary, and corporate components. The
greatest threat to the financial security of Ukraine lies in foreign debt, high cost of bank loans,
significant level of dollarization of the economy, growth of the shadow sector, and negative balance
of payments. The priority areas of strengthening the financial security of Ukraine should be the
following: reforming the budget system; improving monetary and exchange rate policies; regulation
of the stock market; regulation of corporate relations; regulation of the insurance market. We can
evaluate the analyzed state of financial security of Ukraine as unsatisfactory. Imperfect legal
framework and lack of exact measures also lead to negative trends in the economy, creating
inability to ensure the effective functioning of the state financial security. Also worth paying
attention to political instability and poor organization of the country that negatively affects the
development of economy and leads to deterioration of business processes, socio—economic
situation, investment climate, and so on.

Therefore, ensuring an adequate level of financial security is a guarantee for sustainable
economic development, condition of stability and effective functioning of society, and success in
foreign trade. That is why only creating a strong system of financial security at all levels of
government will allow avoiding negative consequences, ensuring the competitiveness of industries,
protecting the domestic financial sector, effectively interacting with international financial and
economic institutions, and protecting national interests.

Further research on strengthening financial security of the state should be addressed on
explaining the mechanism of management of internal and external risks of the state financial
stability.
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