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Abstract

Introduction. The problems that exist in our country cannot be solved without ensuring financial security. Stabilisation of the
political and economic situation requires additional permanent financial resources. In order to stabilise the economy, Ukraine is
compelled to apply for additional funding, which then forms the public debt. Yet, before making such important decisions, it is
essential to understand how to repay the debt and how to attract additional resources effectively.

The purpose of the article is to investigate the dynamics of Ukraine’s gross public and corporate debts and offer a system of the
threshold indicators to control the volume of Ukraine’s gross public and corporate debts.

Results. The article describes a mechanism to prevent financial insecurity in Ukraine, according to which they have set thresholds
controlling the growth of Ukraine’s corporate debt (a system of indicators relating to financial security in terms of the country’s
gross public and corporate debts). The authors propose thresholds for the domestic corporate debt, corporate debt to non-
residents, gross external debt, foreign bond issues, gross external public and corporate loans. When reaching or exceeding the
values of public debt thresholds, borrowing should be discontinued.

Conclusions. The article examines issues related to threshold indicators influenced by the amount of Ukraine’s gross public
and corporate debts. The authors define the structure of and changes in the country’s gross public and corporate debts, and
systematise the causes associated with such changes.
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Bnnme cuctemu noporoBux iHQUKaTOpPIiB Ha BENMYUHY AiepXXaBHOro Ta KopnopaTuBHOro 6opry B YKpaiHi

AHoTauis. [pegmeTom cTaTtTi € po3rsg NMTaHb MOB’A3aHUX i3 BMNVBOM MOPOroBMX iHAMKATOPIB Ha BENVMYMHY OEepXKaBHOro
Ta KopropaTtMBHOro 6opry B YkpaiHi. BrokpemneHo guHamiky i CTPYKTYpY [OEp>KaBHOro Ta KoprnopaTtusBHoro 6opry, a
TakoX HanbinbLl BaXKNNBI 3MiHN XapakTepy BHYTPILUHbOrO 60opry, SK-OT: TpaHcgopMaLis gep>kaBHOro 30BHILLHLOrO 6opry B
KopnopaTBHUIA 6opr nepen Hepe3naeHTamuy; Pi3Ke 3pOCTaHHsI BasloBOrO KOpNopaTtuBHOro 60pry BHaCiAOK Giflbll HUSBKNX
BilCOTKOBUX CTaBOK Ha iHO3eMHi NMO3VKW; NofanbLue 3HUXEHHS TEMMIB POCTY KOprnopaTuBHOro 6opry nepen HepesmaeHTamu
B HaGNM>XYiln NepcrneKTUBi BHACNIAOK HEBUMMAT BITYU3HAHUMUN KOprnopavisiMn CBOIX 3060B’A3aHb; [OBrOCTPOKOBE 3POCTaHHS
BCbOro BasnioBOro 60pry — Aep>kaBHoOro i KOpnopaTnBHOrO.

Po3pobneHo mexaHi3am BNAMBY Ha 3ano3nyeHHs. BuaHayeHo Noporosi 3Ha4eHHS 30BHILLHLOIO KOPNopaTUBHOIoO 60pPry, CUCTEMY
iHOVKaTopiB EKOHOMIYHOI 6e3nekn B cdepi BaIOBOro Aep>XaBHOro 6opry. 3anpornoHOBaHO MOPOroBi 3HAYEHHS CUCTEMM
iHOMKaTopiB EKOHOMIYHOI 6e3MeKn B chepi BanoBoro gep>xasHoro 6opry.

ABTOpPY BBaXaroTb, LLO MOPOroBuUil piBeHb BHYTPILWHBOro Aep)xaBHoro 6opry o BBI1 B YkpaiHi nig 4ac kpu3m He mae
nepesuysaTt 30% (715 131 maH. rpH. y 2018 p.); MakcumabHWii po3Mip 30BHILLHBOro 6opry Ao BBIN He mae nepesuLlyBaTtu
30% (715 131 mAH. rpH. y 2018 p.). MakcumarnbHWin po3mip 3aranbHoOro Aep>xaBHoro 6opry He mae nepesuiysat 60% BBI1
(1 502 238 mnH. rpH. y 2018 p.). Ha eTani ctanoro po3BuTKY EKOHOMIKM MakCuMasibHe 3HAYEHHs1 Aep>XaBHOro 60pry He mMae
nepesuwysatn 50-55% BBI1. lNMpoTte, BucyBatoun Ui iHAMKATOPWU Yy BUMMSAAI OCHOBHMX MOPOrOBUX 3HA4Ye€Hb 30BHILUHLOIO i
BHYTPILLHBOro 60pry, BapTo BPaxoByBaTh AKiCHI 3MiHW, AKi BigOYN1Csa 3a OCTaHHi PoKW.

Knro4voBi cnoBa: noporosi iHaMkaTopu; gepxasHuin 60pr; KopnopaTneHUN 60pr; MexaHi3m; hiHaHcoBa 6e3neka.
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BnusiHne cuctembl NOPOroBbiX MHANKATOPOB Ha BENIMYMHY

rocyAapCcTBEHHOro U KoprnopaTusHOro faosra B YKkpavHe

AHHOTaumsa. [pegMeToM CTaTbu ABASETCA PACCMOTPEHWE BOMPOCOB, CBA3a@HHbLIX C BUSHNEM MOPOroBbiX WHOWKATOPOB Ha
BESIMYMHY FOCYAapCTBEHHOIO U KOPNopaTMBHOMO Aonra B YkpavHe. BbigeneHbl guHamuka n CTpyKTypa rocyfapCTBEHHOro 1
KOPMNOpaTBHOIO J0Ira, a TaKXe Hanbonee BaXKHbIE N3BMEHEHNS XapaKTepa BHYTPEHHEro Jonra, B 4aCTHOCTW: TpaHchopmaums
rocyfapCTBEHHOro BHELLHEro Aonra B KOpnopaTyBHbIN JONr nepes HepeanaeHTamu; 6bICTPbIN POCT BaSlOBOro KOPNopaTyBHOIO
Jonra BCNefcTBue 6onee HU3KMX MPOLIEHTHbIX CTABOK Ha WHOCTPaHHble 3aliMbl; OanbHeNee CHWKEHWE TEMMOB pocTa
KOpNopaTVBHOro ponra nepen HepesugeHTamyn B Onvpkanlleil NepcrnekTuBe BCNEACTBME HEBbINIAT OTEYECTBEHHbLIMU
KopnopauysMy CBONX 0683aTeNbCTB; AONTOCPOYHBI POCT BCEro BasIOBOro AoMra — rocyAapCTBEHHOrO U KOPNopaTuUBHOro.
PaspaboTaH MexaHn3m BO34eNCTBUS Ha 3aMMCTBOBaHNsA. OnpeaeneHbl MOPOroBble 3HAYEHNS BHELLIHENO KOPNOpPaTUBHOIO Aofra
1 cucTeMa MHANKaTOPOB 3KOHOMUYECKON 6e30NacHOCTM B cchepe BasIoBOro rocyaapcTeeHHOro gonra. lNpeano)keHsl noporosble
3HA4YeHNs CUCTEMbI UHANKATOPOB 3KOHOMUYECKO 6€30MacHOCTU B cchepe BasIOBOro rocyaapCTBEHHOro fonra.

ABTOPbI CHMTAIOT, 4TO NMOPOroBbIN yPOBEHb BHYTPEHHEr0 rocyAapcTBeHHOro gonra k BBl B YkpauHe Bo Bpemsi kpuanca He JomKeH
npesbiwatb 30% (715 131 mAH. rpH. B 2018 1), MakcumanbHbIi pa3mep BHelHero gonra K BBl Takxxe He JomkeH npeBbiwaTb
30% (715 131 mnH. rpH. B 2018 r.). MakcumanbHbIi pasmep o6LLEro rocyAapCTBEHHOIO fosra He Ao KeH npeBbiwaTb 60% BBl
(1502 238 mnH. rpH. B 2018 1.). Ha aTane ycTon4mBoro pa3smTusi 3KOHOMUKM MakCUMasibHO€E 3Ha4YeHre rocyaapcTBeHHOro gonra
He JomkHo npesbiwaTtb 50-55% BBI1. OgHako, BbigBUras 3T MHAMKATOPbI B BUAE OCHOBHbIX MOPOroBbIX 3HAYEHNI BHELLHETO 1
BHYTPEHHEro Josnra, cnegyer yyYnTbiBaTb KAYECTBEHHbIE N3MEHEHNS, KOTOPbIE MPOU30LLIIM 3a NocneaHne rogbl.

KnioueBble cnoBa: MOpPOroBble WHAMKATOPbLI; FOCYAAPCTBEHHbIN [ONM; KOPMOPATUBHBLIA [ONM; MexaHusMm; duHaHcosas

6e30MacHoOCTb.

1. Introduction

The issues related to permanent increases in public and
corporate debts, improvement of financial and debt policies,
raising the effectiveness of public and corporate debt ma-
nagement are much discussed in the modern context. Such
discussions are relevant because the questions of how to re-
duce the public debt and improve living standards in Ukraine
are particularly acute. These issues are very important be-
cause they refer to economic and financial security.

2. Brief Literature Review

An analysis of modern scientific publications on this topic
has proven that researches show interest in the problems of
public and corporate debts.

Actual problems of formation of public and corporate debts,
indicators of financial stress and debt indicators, as well as their
thresholds, are considered in a number of works by foreign scien-
tists such as C. Van Ewijk, J. Lukkezen and H. Rojas-Romago-
sa (2013) [13]; S. Gebauer, R. Setzer and A. Westphal (2017) [15];
K. Greenidge, R. Craigwell, T. Chrystol and L. Drakes (2012) [17];
T. Knedlik and G. von Schweinitz (2011) [18]; P. Lysandrou (2011)
[19]; D. Hollo, M. Kremer and M. Lo Duca (2012) [20]; S. G. Cec-
chetti, M. S. Mohanty and F. Zampolli 2011) [22].

The concept of debt and monetary aspects of the crisis
phenomenon are explored in the works by foreign and domes-
tic scientists such as T. Kovalchuk (2012) [4]; N. Yaroshevich
(2007) [5]; S. Poberezhnyi (2010) [9] and others. The prob-
lems of financial security and the volume of public debt are
studied in the works by A. lllarionov (1998) [2], I. Posokhov
(2013, 2014) [10-11] and other scientists. Thus, the relevance
of these problems requires special study and analysis of the
influence of the public debt on the country’s financial security,
as well as determination of approaches to the definition of fi-
nancial security indicators.

3. Purpose

The purpose of the article is to investigate the dynamics of
Ukraine’s net public and corporate debts and offer a system of
the threshold indicators to control the volume of Ukraine’s net
public and corporate debts.

4. Results

An overview of the modern research on financial and debt
security and threshold indicators of debt crises is shown in
Figure 1.

The Law «On the Fundamentals of National Security of
Ukraine» defines the debt security of the state as the level of

external and internal state indebtedness considering the cost
of servicing and effective using of external and internal debts
and optimal ratio between them, which should be sufficient to
solve the urgent socio-economic needs without threatening
the sovereignty of the state and destroying the domestic fi-
nancial system [1].

A. lllarionov developed his own system of indicators, which
describes the condition of economic security. He thinks that the
set of indicators should be compared with current results [2].

At present, there is no single approach to using threshold
indicators of financial and debt security among scientists and
practitioners.

In today’s world practice, the normative indicator of debt
security is the threshold of the external debt index of not more
than 60% of GDP, and no more than 50% of GDP according to
the World Bank’s methodology. O. Baranovsky recommends
the threshold value of this indicator equal to 25% of GDP.

S. M. Poberezhnyi proposes to set the threshold values
of general amount state debt to GDP in Ukraine which is not
more than 55%, with the external debt to GDP being no less
than 25% [9].

An example of threshold values of the public debt is the
Maastricht Treaty can be presented as a result of limit values
in which the volume of domestic debt to GDP must not ex-
ceed 30%, and the amount of external debt to GDP is no more
than 30%.

Methodological recommendations for calculating the le-
vel of economic security of Ukraine, approved by Order of
the Ministry of Economic Development and Trade of Ukraine
No. 1277 as of 29 October 2013 determine nine relevant com-
ponents and their limit values, among which there are five indi-
cators of debt security such as the ratio of the public and pub-
licly guaranteed debt of Ukraine to GDP, the ratio of the gross
external debt to GDP, the weighted average yield from public
bonds on the primary market, the Emerging Markets Bond In-
dex + Ukraine, the ratio of the official international reserves to the
gross external debt. According to the methodology suggested
by the Ministry of Economic Development and Trade of Ukraine,
the domestic public debt must not exceed 30% relative to GDP;
the foreign public debt should not be more than 25% of GDP [3].

Nowadays, many developed countries of the world use
threshold indicators to manage financial security and pub-
lic debt. These are the USA, Germany, Japan, France, the
UK, ltaly, Canada, Ukraine, Russia and other countries. The
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peculiarities of the country’s threshold systems are the list and
normative values of threshold indicators to assess debt se-
curity. Each country develops and has its own methods for
assessing debt security, although there are recommendations

MONEY, FINANCE AND CREDIT

from the IMF, the World Bank and European Central Bank,
and individual countries should take the relevant recommen-
dations into account when developing threshold indicators
and introducing their own techniques.

Fig. 1: Review of scientific research on financial and debt security on the basis of threshold indicators of debt crises
Source: Compiled by the authors based on [13-22]
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As a result of the country’s economic policy,
significant changes have taken place in the struc-
ture and state of the public debt in the past years.
During the 2011-2013, the ratio of general public
debt to GDP was within the regulatory limits de-
fined by the Budget Code of Ukraine, accounting
for no more than 60% (for countries with deve-
loped domestic financial markets and high credit
ratings in international markets). However, a lot of
scientists think that the public debt mustn’t ex-
ceed 50% of GDP in countries that have a transi-
tion economy, including Ukraine [2; 4].

Ukraine focuses on too high ultimate level
of the public debt reflected in the Budget Code,
which doesn’t contribute to the responsible
management of the public debt and has a risk
of financial instability [5].

The restructuring of the external debt, held by the Minis-
try of Finance of Ukraine in 2015, has allowed reducing the
loading debt and eliminating the peak loads for the budget if
it is required to proceed with substantial one-time payments
on foreign obligations. Owing to the abovementioned re-
structuring, the repayment costs related to the external pub-
lic debt in 2016 amounted to USD 574 million, compared to
USD 2.25 billion which Ukraine would have had to pay with-
out the restructuring. Considering the dramatic deprecia-
tion of the hryvnia, the Ukrainian national currency, during
the past three years, the external public debt denominated
in hryvnia has increased significantly. The main danger of the
external public debt and publicly guaranteed debt of Ukraine
is that such debts are denominated in foreign currency. Due
to the sharp devaluation of the hryvnia, the debt denomina-
ted in the national currency, also increased significantly. The
lower the rate of the national currency is, the more hryvnias is
required per each unit of foreign currency to cover the bud-
get deficit in the country.

Despite the fact the public debt in 2016 spontaneously
grew by UAH 112 billion due to the state’s obligations to re-
capitalise PrivatBank. The Ukrainian government borrowed
another UAH 4 billion under state guaranties to fund the de-
fence sector. At the end of 2016, the indicator of the public
debt corresponded to the limits set by the public budget of
Ukraine at the level of UAH 1.946 trillion (81.8% of GDP) [7].

At the beginning of July 2017, Ukraine’s gross exter-
nal debt amounted to USD 114.836 billion (it grew by 1.16%
from the beginning of the year). Ukrainian banks reduced their
debts by 19.76% to USD 6.78 billion (or by 24.38% since the
beginning of the year). In July 2017, the volume of the aggre-
gate public debt and publicly guaranteed debt of Ukraine in-
creased by USD 1.05 billion (1.4%) up to USD 76.06 billion.
After its revision in July, Law «On the State Budget of Ukraine
for 2017» provides for the maximum amount of the public
debt of UAH 1 trillion 823.7 billion at the end of 2017 and the
maximum volume of the publicly guaranteed debt of Ukraine,
which is UAH 579.4 billion (1 USD = 27 UAH) [6]. In 2017,
Ukraine has placed Eurobonds worth USD 3 billion, returning
to international loan markets for the first time since 2013.

The indicators of the public debt and publicly guaranteed
debt of Ukraine for 2017 are shown in Table 1.

The amount of payments from the state budget to cover
the public debt in 2017 is estimated at UAH 240.897 billion,
including UAH 129.559 billion to repay the public debt and
UAH 111.338 billion to service the public debt [6].

According to data by the National Bank of Ukraine, by
the end of Q2 2018, the Ukrainian government is to pro-
vide for a debt repayment of USD 2745 million, along
with USD 672 million to be repaid by the National Bank
of Ukraine, USD 3645 million - by Ukrainian banks, and
USD 35853 million - by other sectors of the economy, in-
cluding USD 12332 million on trade credits and advance
payments and USD 20804 million on long-term loans) [12].

The indicators and threshold values of Ukraine’s debt are
given in Table 2.

Taking into account the volume of international reserves of
Ukraine, which are USD 18.0 billion as of 1 September 2017,

Tab. 1: Public debt and publicly guaranteed debt of Ukraine for 2017

Source: Compiled by the authors based on [7]

the country’s ability to timely pay off its debt at the level of the
Government and the National Bank is not in doubt. Accor-
ding to the Law «On the State Budget of Ukraine for 2018,
the amount of payments to cover the public debt for 2018 is
UAH 175.7 billion, which is by 46.17 billion more than in 2017.

According to V. Suslov [8], the situation with the debt of
the corporate sector and the forced purchase of currency for
the debt payment of the corporate sector has lead to an in-
creased demand for the US dollar. Along with the crisis of the
banking system and the outflow of foreign currency deposits,
it causes the periodic depreciation of the hryvnia, either spe-
culative or natural.

In recent years, the negative trends have increased. First
of all, this is attributable to the external corporate debt. Corpo-
rate debts are dangerous because the interest on the debt is
much higher. According to the Ministry of Finance of Ukraine,
the average interest rate on the external public debt amounts
to 1.6% per annum in foreign currency, while the domestic
debt amounts to 12.1% in local currency [7]. As for the com-
mercial debts, it is much higher amounting to 6.5% and 12.7%
in the national currency.

During the past years, in spite of stable development of
the national economy, Ukrainian banks, corporations and
holdings have been entering the foreign debt markets and
attracting cheap money from abroad, getting loans from fo-
reign banks and placing the bonds and even IPO due to the
fact that external corporate debts have increased. Today,
being unable to pay off a large number of external and inter-
nal debts, the real economy of Ukraine has faced with mas-
sive corporate defaults.

In 2015-2016, the highest level of defaults was observed
among the companies of steel and mining industries accoun-
ting for 6.5%. A sharp drop in the world prices for raw mate-
rials leads to bankruptcies of Ukrainian companies. Corporate
defaults of a number of large enterprises and financial insti-
tutions in 2016-2017 continued, while Ukrainian banks were
facing difficulties in repaying their foreign loans, obtained in
the period of 2016-2017. Correspondingly, the crisis in the
corporate sector persists [8].

The growth of the external corporate debt increased the de-
pendence of internal processes on the external environment.
Furthermore, this is one of the reasons of Ukraine’s involvement
in the global crisis, which has led to economic imbalances. Big
banks, state-owned companies and private corporations are
the main debtors. In theory, the state is not liable for corpo-
rate debts. In fact, it helps the companies to pay off their debts.

The authors believe that the most significant changes in
the nature of the domestic debt include: transformation of the
external public debt in the corporate debt to non-residents
and a sharp increase of gross corporate debt owing to lower
interest rates on the foreign credits. However, the growth rate
of the corporate debt to non-residents will sharply decrease
in the near future owing to corporate defaults in the amount
of UAH 8.3 billion, with special attention to be paid to long-
term growth of the entire gross debt, both public and corpo-
rate one. The situation with the gross debt has worsened due
to the growth of corporate debts to non-residents.

The threshold indicators of economic security related to
the public and corporate debts are shown in Figure 2.
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Fig. 2: Threshold indicators of economic security related to the public and corporate debts
Source: Compiled by the authors

To prevent threats to Ukraine’s economic security, it is
essential to set thresholds of the growth of the corporate
debt, i.e. security indicators to control the public and corpo-
rate debts.

In the authors’ opinion, based at the ratios from Table 2,
the threshold value of the domestic public debt of Ukraine
to GDP must not exceed 30% (UAH 715,131 million in 2018)
in the crisis conditions, while the threshold value of the ex-
ternal public debt of Ukraine to GDP must not exceed 30%
(UAH 715,131 million in 2018). The maximum amount of
the general public debt must not exceed 60% of GDP
(UAH 1,502,238 million in 2018). The threshold value of the
general public debt must not exceed 50-55% of GDP at the
stage of the country’s sustainable development. However,
considering the indicators in the form of general threshold va-

lues of the domestic and external public debts, it is necessary
to keep in mind the qualitative changes that have occurred
during the past years. The external corporate was USD 49 bil-
lion, which accounted for 51.2% of GDP in Ukraine. The total
amount of debt on loans to non-residents and Eurobonds of
Ukrainian companies and banks as of 1 May 2017 amounted
to USD 48.5 billion (USD 42.7 billion - for the corporate sector
and USD 5.7 billion - for deposit-taking corporations).
5. Conclusions
1. The authors have studied the dynamics and structure of
Ukraine’s public and corporate debts. The obtained results
show that Ukraine’s external public debt has been steadily
growing due to a large volume of loans from banks and
non-financial corporations, which has led increasing de-
pendence of the state from foreign countries.
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Tab. 2: Indicators and threshold values of Ukraine’s debt security indicators

Source: Calculated by the authors

2. The growth of the corporate debt since Ukraine gained its

independence has been conditioned by the low spending
related obtaining and servicing of foreign loans, the ab-
sence of the system of regulation and control of external
loans and increasing incomes of the corporate sector, at-
tributed to the growth of the Ukrainian economy. Howe-
ver, the attraction of foreign loans has its pros and cons,
since there exist exchange rate volatility and other risks.
The devaluation of the national currency and economic cri-
sis in the country has led to the insolvency of most corpo-
rate borrowers in the foreign capital markets.

3. The authors have highlighted the most significant changes

in the domestic public debt of Ukraine. To eliminate various
threats to the debt security of Ukraine, related to external
corporate borrowings, it is necessary to adopt the legisla-
tive mechanism of effect on such loans, defining threshold
values relevant to the external corporate debt and develo-
ping a system of economic security indicators with regard
to the gross public debt of Ukraine.

4. The authors have proposed threshold values of the system

of economic security indicators relating to the gross public
debt of Ukraine in the field of gross state debt.
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