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In the conditions risks of destabilization of the financial and economic situation in Ukraine as a
result of hostilities, trade war with the aggressor country, unfavorable macroeconomic
conditions, and an aggravation of imbalances in the fiscal and monetary spheres, the problem of
ensuring the state financial security is intensifying. The purpose of the article is to analyze the
functioning of the domestic monetary sphere, to identify the priority areas for improving
monetary and credit policy in the system of strengthening Ukraine’s financial security, as well as
to develop strategic approaches and instruments for the development of monetary circulation
and credit relations as a prerequisite for ensuring the state financial security. It has been
established that today the most significant challenges for the state’s financial security, due to the
shortcomings of the functioning of the domestic monetary sphere, are: the instability of the
national currency, unbalanced structure of money supply, the critically high level of monetization
of the national economy, the increasing of the level dollarization of money circulation, the
ineffective transmission mechanism of monetary policy, the high cost of bank lending, the slow
dynamic of deposits attracted by banks, the high level of dollarization of bank loans and deposits.
In view of the identified challenges, the priority directions of improvement of monetary policy in
the system of strengthening of financial security of Ukraine were substantiated, among them:
development of the secondary market of securities; improvement of the internal state debt
policy; increasing of the supply of long-term credit and investment resources; development of
alternative banking mechanisms of accumulation and savings of funds by citizens; improvement
of life insurance and collective investment; increasing of the state regulation efficiency of
financial institutions. Monetary-credit instruments have been substantiated to achieve the
identified priorities.

Keywords: monetary and credit instruments, monetary-credit sphere, financial security, state
policy, integral index.

Bosaomun Boxoaumup IBanoBuy, I'yn3oBara Okcana OneriHa,
lexnoBuu Anapiana MuxaiijiBHa

rrOIOBO-KPEAUTHI IHCTPYMEHTH .
JJIA SMIDHEHHA ®THAHCOBOI BE3IIEKH YKPAIHN

B ymoeax pusukiB pecrabGimizarii (iHaHCOBO-eKOHOMIYHOI cHTyarlii B YKpaiHi BHACHiIOK
BOEHHUX Jilf MOCTAIOTh HOBi BUKJIMKU 1110J0 iHTEHCMBHOI'O OCBOEHHS HOBUX IMiAXOAiB CTOCOB-
HO JIep>KaBHOTO YITPaBJiHHS IPOILIOBO-KPEAUTHO cheporo, BUKJIMKU 1110J0 3aCTOCYBaHHS Ha
MPaKTULLi MEXaHi3MiB Ta iIHCTPYMEHTIB CTUMYJIFOBAaHHS PO3BUTKY I'POILIOBOTO 00iTy i KpeAUTHUX
BiIHOCHH $IK TepeyMOBH 3a0e3mnedyeHHs (piHaHCOBOi Oe3neKku aepxkaBu. MeToro CTaTTi € aHali3
(byHKIIOHYBaHHSI BITUM3HSIHOI T'POLIOBO-KPEAUTHOI cepr, BU3HAYEHHSI MPIOPUTETHUX Ha-
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MPSIMiB YIOCKOHAJIEHHSI IPOILIOBO-KPEAUTHOI MOJITUKU B CUCTEMI 3MillTHEHHSI (piHaHCOBOI 6e3-
nexku YKpaiHu, a TAaKOX PO3pOOJIeHHS CTpaTeriYHUX MiXO/iB Ta iHCTPYMEHTIB PO3BUTKY IpoO-
1LIOBOTO O0iTy i KpeAUTHUX BiTHOCUH $IK TTepeayMOBU 3a0e3reueHHs (hiHaHCOBO1 Oe3IeKu Aep-
KaBu. BctaHoBIIeHO, 1110 HAMOLIBII iCTOTHUMY BUKJIUKAMMU 11 (DiHAHCOBOI O€3MeKM JepKaBH,
SKi 3yMOBJIEHI HelnojikaMu (byHKIIOHYBaHHSI BiTYM3HSIHOI I'POLIOBO-KPEIUTHOI cdepu, Ha
CBhOTOMIHI €: HeCTaOIbHICTh HAIlIOHAJIBHOI TPOIIOBOI OAMHUIIL Ta BOJATUJIbHI TeMITN iHQJIISLIIL;
Hes0ajlaHCOBaHa CTPYKTypa TpOILIOBOI MPOMO3MLii; KPUTUYHO BHUCOKUI pPiBeHb MOHETU3allii
HalliOHaJIbHOI €KOHOMiKM Ta 3Ha4YHa 4YacTKa TOTiBKM y CTPYKTYpi I'POILIOBOI Macu; 3pOCTaHHS
PiBHS 10oJapur3allii rpollloBOro 00iry; Hee(eKTUBHMI TpaHCMICIMHUI MeXaHi3M IpOILIOBO-Kpe-
JUTHOI MOJIITUKM; BUCOKA BapTiCTh 0AHKIBCHKOTO KpPEeIUTYBaHHS; MOBiJIbHA AMHAMIKa 3ayde-
HUX O0aHKaMM JEMO3UTiB, CKOPOUEHHSI KpeAUTHOro moptdess O0aHKiB Ta MOTipLIEHHS HOro
SIKOCTi; BUCOKUU piBeHb Nojapu3allii KpeauTiB i Jero3uTiB 0aHKiB. 3BaXaloud Ha BU3HAYEHi
BUKJIMKU, OOTPYHTOBAHO MPiOPUTETHI HAMPSIMU BIOCKOHAJIEHHS TPOILLIOBO-KPEAUTHOI MOJIITH-
KM B CHCTeMi 3MillHEHHsI (piHAaHCOBOI Oe3Meku YKpaiHU, cepell HUX: PO3BUTOK BTOPUHHOIO
PMHKY LiHHUX MarepiB; yIOCKOHAJIEHHS BHYTPIillIHbOi OOPTOBOI MOJITUKHU Aep>KaBU; 301bILIEeH-
H$I TIPOTIO3U1Iil JOBFOCTPOKOBUX KPEAUTHUX Ta iHBECTULIIHHUX PECYPCiB; PO3BUTOK ajibTepHa-
TUBHUX 10 O0aHKiBCHbKUX MeXaHi3MiB HaKOMWYEHHS Ta 3a0lUaKEHHSI KOIITIB TpoMaisiHaMMU;
YIIOCKOHAJIEHHSI CTpaxXyBaHHS XXUTTSI Ta KOJEKTUBHOTO iHBECTYBaHHS; MiABUILIEHHS e(heKTUB-
HOCTi JIep>KaBHOTO peryJitoBaHHs (hPiHAHCOBUX iHCTUTYTIB. J1s1 MOCSTHEHHSI 3a3HAYEHUX MpPio-
PUTETIB y CTAaTTi OOIPYHTOBAHO IPOILIOBO-KPEAUTHI iHCTPYMEHTH.

Karouogi caoéa: rpoiioBo-KpeInTHI iHCTPYMEHTH, TPOIIOBO-KpeaAuTHA cepa, hiHaHCoBa Oe3-

rnexa, nepxKaBHa MOJIiTUKA, iHTerpaJibHUM iHAEKC.

The state of financial security of Ukraine at the
present stage of the state development is unstable
and is characterized by significant crisis processes,
in particular the critical growth of external, domes-
tic and national debt, devaluation of the national
currency and limited reserves of the NBU, the high
level of shadowing of economic relations and acti-
vation of processes of capital withdrawal abroad,
the strengthening of the dependence of the dome-
stic banking sector on foreign capital and the
reduction oflending by banks to the real sector
of the economy, the low financial sustainability
of economic entities, the high level of redistribution
of GDP through the fiscal system, the increasing
transfers from the state budget, the low level of in-
surance penetration, etc.

These disadvantages are largely due to the negative
aspects of the functioning ofthe state monetary
sphere, where the basic functions for supporting
macroeconomic stability, economic growth and
strengthening the competitiveness of the national
economy are under-implemented. In the conditions
of destabilization of the financial and economic
situation in Ukraine as a result of military opera-
tions, new challenges arise regarding the intensive
development of new approaches and methods of
public administration in the monetary sphere, the
challenges regarding the application in practice of
innovative mechanisms and tools for stimulating
the development of monetary circulation and credit

relations as prerequisites for the state financial
security.

Problems of the formation of the system of the state
financial security, including various structural and
functional parameters, are researched in the scien-
tific works of such scholars as I. Binko, Z. Varnalii,
T. Vasyltsiv, O. Vlasiuk, Y. Zhalilo, H. Malgrem,
X. Maul, L. Mayer, A. Mokii, E. de Soto, M. Flei-
chuk, M. Tsilinski, A. Sharov, L. Shemaieva,
V. Shlemko, and others. Domestic scientists A. Gal-
chyskii, T. Krichevskaia, N. Kostina, A. Ponoma-
renko, A.Somik, V. Stelmakh and also foreign
scientists H. Kan, D. Leider, A. Resende, D. To-
bin, J.-K. Triche, M. Williams made significant
contribution in the development of scientific
thought regarding the problems of formation
of effective monetary and credit policy. The dome-
stic scientists O. Baranovskii, M. Yermoshenko,
A. Khoroshev and others directly engaged in theo-
retical and practical research of monetary and cred-
it relations in the context of providing the state
financial security.

However, there are a number of issues related to the
formation of an effective and efficient monetary
policy in Ukraine with the aim of strengthening the
state financial security in conditions of transforma-
tion, which remains insufficiently worked out and
debatable. Therefore, there is a need for further re-
search on this issue, aimed at developing monetary
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and financial instruments for ensuring Ukraine’s
financial security.

The purpose of the article is to analyze the fun-
ctioning of the domestic monetary sphere, to
identify the priority areas for improving monetary
and credit policy in the system of strengthening
Ukraine’s financial security, as well as to develop
innovative strategic approaches and instruments for
the development of monetary circulation and credit
relations as a prerequisite for ensuring the state
financial security.

In the conditions risks of destabilization of the fi-
nancial and economic situation in Ukraine as a
result of hostilities, trade war with the aggressor
country, unfavorable macroeconomic conditions,
and an aggravation of imbalances in the fiscal and
monetary spheres, the problem of ensuring the state
financial security is intensifying. The economic cri-
sisin 2014—2015 clearly demonstrated the structural
vulnerability of the Ukrainian economy and the in-
stability of its financial system. The imbalances of
the domestic financial sector are largely due to the
influence of monetary factors associated with the
devaluation of the national currency and the inten-
sification of inflationary processes, the stagnation
of the credit and deposit market, the distorted struc-
ture of the money supply, the chronologically high
level of dollarization, and others. It is impossible to

restore the positive pace of socio-economic deve-
lopment of the domestic economy without
decreasing these imbalances [1].

An important role in ensuring the state financial se-
curity belongs to the state policy in the monetary
sphere as an instrument of monetary stimulation
of the structural modernization of the economic
and financial system. It is known that the stage of
the monetary system of the state reflects the degree
of stability of its monetary unit, the availability
of credit resources, as well as the level of inflation,
in particular in the context of the influence of these
parameters on economic growth and increase
increase of real incomes of the population.

During the whole period of independence of our
state, the monetary system doesn’t function effec-
tively enough and doesn’t realize many of its basic
functions in the maintaining of macroeconomic
stability, economic growth and strengthening of the
competitiveness of the national economy in the
context of ensuring the state financial security [2].
Moreover, the imbalances accumulated in previous
years, in the conditions of the complications of the
situation in the real economy, the increase
of negative expectations due to socio-political
events and the military conflict led to a greater ag-
gravation of the situation in the monetary sphere
(Table 1) [3].

Table 1. The integral index of monetary security of Ukraine in 2000, 2005, 2010—2017

Actual values for years, data at the end of the period
Indicators
2000 2005 2010 2011 2012 2013 2014 2015 2016 2017

The ratio of the monetary aggregate
M3 to GDP (monetization level), % 19.0 | 439 | 552 | 524 | 548 | 62.5 | 60.3 | 50.0 | 46.2 | 394
The ratio of GDP to the volume
of the monetary aggregate M2 (speed 5.4 2.3 1.9 1.9 1.9 1.7 1.7 2.0 2.2 2.6
of rotation), the number of revolutions
Volume of cash to GDP
(ratio of MO to GDP), % 7.5 136 | 163 | 143 | 139 | 158 | 17.8 | 142 | 13.2 | 10.8
Inflation rate, % (until December 258 | 10.3 46 | 998 | 05 | 249 | 433 | 124 | 137
of the previous year)
Share of long-term loans in total
loans granted by commercial banks 170 | 212 | 293 | 254 | 216 | 191 | 213 | 21.8 | 259 | 24.5
(for residents in the term more than
5 years), %
The level of average interest rates
of commercial banks’ loans in relation 5.7 5.3 6.9 6.6 8.0 10.5 9.3 152 | 154 | 15.1
to inflation, %
The integral index of monetary

. , . 0.701 | 0.639 | 0.613 | 0.634 | 0.610 | 0.566 | 0.568 | 0.571 | 0.498 | 0.588
security (author’s calculations)

Origin: compiled according [4].
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Today the most significant challenges for the state
financial security, due to the shortcomings of the
functioning of the domestic monetary sphere, are:

1. The instability of the national currency and vol-
atile inflation rates. In 2011-2013, an important
task of monetary policy in Ukraine remained the
support of price stability in order to provide favor-
able structural changes in the economy. The
maintaining a stable hryvnia exchange rate, attract-
ing funds for deposits, as well as saturation of the
food market (as a result of agricultural production
growth) against the backdrop of lower world food
prices had a significant impact on ensuring low
inflation rates [5]. However, the aggravation of
accumulated during 2012—2013 macroeconomic
imbalances and crisis processes in the social and
political life has led to a sharp rise in inflation in
2014 (up to 24.9 %), caused by the devaluation of
the hryvnia, in a context of lowering foreign ex-
change earnings and an increase in panic among the
population through the military conflict in the east
of Ukraine.

At the end of 2016 due to a reduction in household
incomes, a decline in solvent consumer demand
through tight monetary and fiscal policies, as well as
lower prices on world food and commodity markets
the growth rate of prices dropped to 12.4 %, but re-
mained in the phase of galloping inflation. In
September 2017, inflation accelerated to 16.4 %
(from 13.5 % in May 2017), driven primarily by the
acceleration of prices for raw food products, the in-
crease production costs, the recovery in consumer
demand, the increase of gas and electricity tariffs.
Thus, inflation in Ukraine has mostly a monetary
nature, related to the growth of money supply
against the backdrop of declining production and
GDP.

2. The unbalanced structure of money supply. In
developed countries, the share of cash in the struc-
ture of the money supply doesn’t exceed 4—7 %,
while in Ukraine, almost a quarter of the money
supply is rolled out of the banks and isn’t controlled
by the domestic banking system. Since 2008, it’s
witnessed a steady increase of this indicator in
Ukraine. Thus, in 2012 the share of money supply,
which turned out to be outside banks and wasn’t
controlled by the banking system, amounted to
26.3 %, in 2013 it grew to 29.6 %, and in 2016 it re-
mained at 28.5 %, which testifies about a systemic
deterioration in the structure of the money supply.
This situation is explained by a decrease of the pub-
lic confidence level to the existing banking system,
a critically high level of inflation during the period
of the economic crisis in 2014—2015, increased in-

flation expectations, underdevelopment of cashless
settlements, which led to the depletion of cash in
the hands of the population.

The share of cash in Ukraine’s GDP in 2016
amounted to 13.1 %, exceeding the maximum ac-
ceptable value of this indicator by more than
3.2times. In 2013—2017 there was a gradual in-
crease in the ratio M1/M3: if in 2013 the indicator
was 42.2 %, then in 2017 it grew to 49.2 %, which is
explained by the massive outflow of capital from the
country and involved banks by deposits of the pop-
ulation as a result of deterioration of the situation
on the money market. It should be noted that the
high proportion of cash outside banks is the result
of shadowing of the economy.

3. The critically high level of monetization of the
national economy and a significant share of cash in
the structure of the money supply. In 2010—2016
the growth rate of money supply exceeded the
growth rate of GDP, which, on the one hand, led to
an increase of monetization (from 43.9 % in 2005
to 46.3 % in 2016), and from the other — caused a
steady drop of purchasing power of money from
0,91 to 0,89. It should also be noted that the rate of
money supply turnover dropped from 5.4 in 2000 to
2.6 in 2017, which is due to the increase of crisis
phenomena and the decrease of the economic ac-
tivity of the subjects of the real economy sector in
Ukraine.

4. The increasing of the level dollarization of mon-
ey circulation. The imbalances of money circulation
in Ukraine are also related with the unbalanced
structure of the money supply, when the growth of
money supply in circulation is carried out at the ex-
pense of issuing NBU funds through stock and
currency channels, a refinancing and redemption
channel of government bonds under government
securities. For a long time the main channel for is-
suing money in circulation was the currency
channel, which was conditioned by the state of the
payments balance — due to the inflow of speculative
capital or significant volumes of revenues from ex-
port earnings, the money supply increased, which
led to an increase of the dollarization of the domes-
tic economy.

It’s connected with a high level of distrust to the na-
tional currency and the domestic banking system,
which prompts the population to accumulate cash.
In the crisis period of 2014—2017 the dollarization
of assets and volumes of foreign currency in circula-
tion in Ukraine increased. If in 2010 the dollariza-
tion rate was 29.1 %, in 2017 it rose to 44,4 %, by
19.5 pp.
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According to NBU estimates, at the end of 2015
cash foreign currency reserves outside banks
amounted to about 84 billion USD, comparable to
the annual GDP of Ukraine in 2015. In the fourth
quarter of 2017, the volume of cash outside banks
continued to grow (64 million USD was fixed in
December), primarily reflecting an increase the
revenues from labor migrants [6].

5. The ineffective transmission mechanism of mon-
etary policy. In 2014—2017 the structure of the
money supply is largely shaped by the active re-
demption of government securities by the NBU,
which, on the one hand, constitutes a hidden inter-
nal emission to finance the budget deficit, and on
the other hand, — support for liquidity of banks and
stabilization of their functioning. That is, the emis-
sion resource aimed at financing the budget deficit
and refinancing of banks has a short-term, non-
productive character, as the current structure of
monetary emissions forms monetary factors for
accelerating inflation, provides financing for con-
sumer demand, but doesn’t contribute to the
intensification of economic and investment activity
and doesn’t stimulate lending to the real sector of
the economy. Under such conditions, the structural
problems of the economy aggravate, inflationary
and devaluation risks increase.

6. The high cost of bank lending. Since the begin-
ning of the deployment of the world financial and
economic crisis in 2008 to early 2014, the NBU has
gradually lowered the discount rate and improved
the principles of interest rate policy through in-
creasing of efficiency of the overnight interest rate
corridor in order to increase lending of the real sec-
tor of the economy. However, in conditions
of stagnation, the decline of the credit cost turned
out to be insufficient tools to intensify demand for
loans. At the same time, under the influence of
negative political and economic processes and
strengthening of devaluation pressure from the be-
ginning of 2014, the NBU discount rate has
consistently increased from 9.5 % to 30 % in 2015
in order to ensure long-term exchange rate stability
and slower growth of prices. At the same time, un-
der the influence of negative political and economic
processes and strengthening of devaluation pressure
from the beginning of 2014, the NBU discount rate
has consistently increased from 9.5 % to 30 % in
2015 in order to ensure long-term exchange rate
stability and slower growth of prices. In addition,
the policy of “expensive money” makes the curren-
cy speculation impossible in the interbank market.
During the period of gradual stabilization in the
currency market and slowing down of inflation, the
NBU discount rate began to decrease, and as of Oc-
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tober 2017 it amounted to 13.5 %, which aimed at
stimulating lending activity by reducing the cost
of credit resources [7].

7. The slow dynamic of deposits attracted by banks,
reduction of loan portfolio of banks and deteriora-
tion of its quality. During 2014—2017 the dynamics
of attracted by banks funds of individuals, which is
the basis for activating the lending activity of banks,
was characterized by negative tendencies. The out-
flow of deposits from banks exceeded the crisis
index in 2009 in several times, while depositors
seized up to 50 % of deposits in individual banks.
Only in 2014 the volume of funds of individuals in
banks decreased by 126 billion UAH, or 29 %, incl.
in the national currency — by 53 billion UAH
(21%), in foreign currency — by 9 billion USD (40 %).

In 2016 the rate of withdrawal of individuals depos-
its from the banking system continued, but
significantly slowed down compared with the previ-
ous crisis years. At the same time, the phasing out
of restrictions on withdrawal of deposits in 2016—
2017 positively influenced the level of public
confidence to banks and the dynamics of deposits.
Thus, in 2017, individuals deposits in the national
currency grew by 20.4 % compared to 2016, while
deposits in foreign currency — by 3.3 % compared
to the same period in 2016 [8].

8. The high level of dollarization of bank loans and
deposits. It should be noted that there is an exces-
sive level of dollarization of loans and deposits of
banks a negative feature of the monetary sphere in
Ukraine, which poses a threat to the financial and,
consequently, the economical security of the state
in the event of significant devaluation of the nation-
al currency. If in 2012 the total amount of the loan
portfolio of the banking system in foreign currency
amounted to about 29 billion USD and the level of
dollarization of loans — 36.7 %, then in the first half
of 2017, the loan portfolio in foreign currency grew
to 49 billion USD, and the level of dollarization of
loans — up to 44.7 %. Accordingly, the total amount
of foreign currency deposits in the banking system
in 2012 amounted to about 25 billion USD, in 2017
it grew to 40 billion USD, and the dollarization rate
of deposits rose to 45.3 % [9; 10].

The above-mentioned challenges led to improper
fulfillment of the functions of financing of the na-
tional economy by the monetary sphere of Ukraine,
strengthening of inflation processes and financial
and payment instability, limited financial and credit
and investment resources, including due to the un-
derdevelopment of the non-banking institutional
investment sector in Ukraine.
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Given the identified challenges, the priority direc-
tions of improvement of monetary policy in the
system of strengthening financial security of
Ukraine should be: the development of the second-
ary market of securities to increase the efficiency of
the mechanism of redistribution of financial re-
sources within the financial system and in the
system of national economy; the improvement of
the country’s internal debt policy to reduce infla-
tion and surplus money supply in circulation; the
increasing of the supply of long-term credit and in-
vestment resources through more active investment
in the potential of venture capital investment funds;
the development of alternative banking mechanisms
for accumulation and saving of funds by citizens
due to the “launch” of the second level of compul-
sory and development of the third level of voluntary
accumulative pension system, improvement of life
insurance and collective investment; the increasing
of the state regulation efficiency of financial institu-
tions to ensure the stability of their functioning and
prevent the occurrence of crisis phenomena in their
activities.

It’s expedient to apply the following monetary in-
struments to achieve these priorities:

B in order to ensure the development of the
secondary market for securities in order to increase
the efficiency of the mechanism for redistribution
of financial resources, it is necessary to continue the
work on the development of the secondary market
infrastructure entities (stock exchanges, custodians,
rating agencies, information systems, depositories)
and the strengthening of requirements for issuers of
securities for improvement prospectuses, issuers
disclosure process, investor rights protection, audit
of financial statements. The implementation of
these measures will increase the supply of qualita-
tive securities in the stock market and ensure the
growth of investor confidence as a tool for redistri-
bution of capital;

B in order to reduce inflation and excess money
supply in circulation it is expedient to expand the
range of debt securities at the expense of those in-
tended for placement among the population,
providing for them a floating interest rate depend-
ing on the level of inflation in the country and
higher liquidity due to the possibility of early repay-
ment; implement measures aimed at increasing the
share of the stock method of financing business ac-
tivities and ensuring the expansion (diversification)
of the ways of redistribution of capital both through
the banking sector and other components of the fi-
nancial market (stock, credit);

B in order to expand the supply of long-term
credit and investment resources, it is necessary to
ensure the adoption of the Law of Ukraine “On
Venture Funds of Innovation Development” or to
make similar additions to the Law of Ukraine “On
Mutual Investment Institutions”, that regulate the
activities of venture innovative funds as financial
institutions that can compete with banks in issues of
long-term lending and to accelerate the innovative
development of the economy;

B to start the practice of conducting tenders for
attracting capital of venture funds to projects of de-
velopment of priority sectors of the economy and
innovative development with state guarantees;

B in order to develop alternative banking
mechanisms for accumulation and savings of citi-
zens in the framework of the adopted pension re-
form, it is necessary to ensure the development of
an appropriate legislative and regulatory framework
for the licensing of non-state pension funds (in par-
ticular, their activities within the second pillar of
the pension system), as well as creation and regula-
tion of the activity of the unit of the Pension Fund
of Ukraine for the centralization and coordination
of information and cash flows, accounting proce-
dures and control functions within the implementa-
tion of the second pillar of the pension system. It is
expedient to finance the activities of such a unit at
the expense of the accumulation pension fund;

B to ensure the development of criteria selec-
tion and licensing conditions for non-state pension
funds, which will provide asset management of the
second-tier accumulative pension system. In order
to increase the participation of citizens in alterna-
tive banking mechanisms of accumulation of
savings at the legislative level it is necessary to de-
velop additional financial and tax incentives, to
simplify the system of providing financial services to
collective investment participants, to provide the
possibility for state banks participating in NPFs and
insured persons under life insurance contracts for
long-term preferential loans at reduced interest
rates;

B in order to increase the efficiency of state
regulation of financial institutions, it is advisable to
ensure a complete transition to a risk-oriented
model of supervision of financial institutions to pre-
vent crisis phenomena and instability in their
activities. The risk-oriented model involves the in-
troduction of a supervision system and control over
the activities of financial institutions, based on pru-
dential principles;
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B to initiate the merger of the functions of
oversight and control of financial institutions in one
body — the NBU or a specially created financial
sector regulator (by combining the National
Commission on Securities and Stock Market and
the National Financial Services Commission). It
will be ensured the higher efficiency of measures
onstate regulation of financial institutions by
implementing a consolidated model of financial
sector supervision in Ukraine, within which all
regulatory, supervisory and control functions will be
concentrated in one body.

Negative aspects of the functioning of the monetary
sphere lead to a weakening of Ukraine’s financial
security. The arguments for such conclusion are:
the instability of the national currency, unbalanced
structure of money supply, the critically high level
of monetization of the national economy, the in-
creasing of the level dollarization of money
circulation, the ineffective transmission mechanism

CnucOK BUKOPHCTAHUX JKepe

of monetary policy, the high cost of bank lending,
the slow dynamics of deposits attracted by banks,
the high level of dollarization of bank loans and
deposits. In order to minimize the threats to
Ukraine’s financial security, it is necessary to im-
plement the state monetary policy in the directions:
the development of the secondary market of securi-
ties, the improvement ofthe internal state debt
policy, the increasing of the supply of long-term
credit and investment resources, the development
of alternative banking mechanisms of accumulation
and savings of citizens, the improvement of life in-
surance and collective investment, increasing the
efficiency of state regulation of financial institu-
tions.

At the same time, there is a need for further re-
search of the monetary policy of the NBU on the
basis of the inflation targeting regime in the context
of ensuring price stability, as well as the state-initi-
ated process of cleaning and rehabilitation of the
banking system.
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