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Abstract. The article explores current
features of bank lending to the real economy,
clarifies the main problems that constrain
financing of the real sector through banking
institutions. An analysis of the ownership
structure of assets and liabilities of the banking
system has been carried out, and it has been
determined that banks with the participation of
public capital have sufficient resource, strategic
and administrative potential and should play the
role of financial channels of penetration of
public policy (financial, monetary, investment)
into the real economy. It has been found that in
the current conditions of reforming the banking
system of Ukraine, political and economic
instability in the state, banks with the
participation of state capital have a number of
problems that can be overcome by implementing
administrative and economic measures of
macroeconomic and microeconomic character.
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AHHOTAUMA. B cmamwe ucciredosanvl
cospeMeHHble 0COOeHHOCMU OAHKOBCKO20 Kpe-
OUMOBAHUSL DPeAlbHO2O CeKMopa IKOHOMUKLU,
BbISICHEHbL OCHOBHblE NPOOIEMbL, COEPHCUBAIO-
wue UHAHCUPOBAHUE PeaNlbHO20 CeKmopa ue-
pe3 banxosckue yupedcoenus. Ilposeden ananus
CMpPYKmMypbl COOCMEEHHOCMU AKMUBO8 U 005~
3amenbcme 6AHKOBCKOU cucmeMvl U onpeoejie-
HO, YmMo OAHKU C y4acmuem 20Cy0apCmeeHH020
Kanumana umeiom OO0CMAmOoOuHbIll pPecypCHblll,
cmpame2udeckuti. U AOMUHUCMPAMUBHBIIL NO-
MEHYUAL U OONHCHbI BbINOTHAMY POIb (QUHAH-
COBbIX KAHANO8 NPOHUKHOBEHUSI 20CYOAPCMEEH-
HUYeCKOU NOIUMUKU 6 PeaibHblll CeKMOop KO-
HOMUKU . Ycmanoeneno, 4mo 6 COBPEMEeHHbIX
YCnosuax pegopmuposanusi OAHKOBCKOU  CU-
cmembl Ykpaumwi, banku ¢ yuacmuem 2ocyoap-
CMBEHHO20 KANumaia umeom pso npoodiem,
KOmMopvle 803MONCHO NPeodosemsb ¢ NOMOUbIO
BHEOPEeHUsL  AOMUHUCMPAMUBHO-NPABOBLIX U
IKOHOMUYECKUX Mep MAKPOIKOHOMUYECKO20 U
MUKPOIKOHOMUYECKO20 Xapakmepd.

KuroueBblie ciioBa: cocyoapcmeennuiil OaHK,
baunkosckoe Kpeoumosanue, (OUHAHCOBbIL pe-
3YIbMam, peanbHblil CeKmop dKOHOMUKU.
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Formulation of the problem. In the
current economic environment, banking
institutions play an important role in
stimulating the reproduction processes
and financing the further development of

the real economy. In the face of
increased  political and  economic
instability, unprofitable activity and

bankruptcy of many banks of Ukraine, it
Is important to find segments of the
banking market that have sufficient
resource, strategic and administrative
potential to provide financial resources
for the reproductive processes of the real
sector of economy.

Therefore, in the current situation, it is
of particular relevance to study today’s
features of bank lending to the real
economy, find out the main problems
that constrain the financing of the real
sector through banking institutions, and
identify the ability of state banks to
provide the necessary amounts of
financing.

Analysis of recent research and
publications. The availability of
scientific publications exploring
theoretical and practical aspects of bank
lending to the real economy demonstrates
relevance and importance of the subject.
In particular, the works of N. Zhukov, S.
Reverchuk, O. Solodka, O. Vasyurenko,
V. Mishchenko, A. Moroz, M. Savluk, O.
Lavrushin, and D. Kovalenko are con-
cerned with the impact of credit on the
development of the real economy. In
particular, in O. Irshak’s writings [1], the
relationship between the volume of loans
granted and the GDP of the state has
been assessed. In the studies of Y.
Zhezherun, O. Bartosh [2], the
relationship between the wvolume of
credits granted, the level of bank

liquidity and the financial results of the
activity of domestic enterprises has been
identified.

The theoretical and practical principles
of state participation in the capital of
commercial banks are widely explored in
domestic literature. The issues of activity
of state banks in Ukraine were addressed
by such scientists as V. Onishchenko, N.
Sheludko, O. Dzublyuk, L. Strelbytska,
V. Stelmakh, M. Suganyak. In particular,
the works of V. Onishchenko [3]
investigated the tendencies of credit and
deposit activity of state-owned banks.
However, in the light of current global
trends and instability of the domestic
economy, it is necessary to consider key
aspects of cooperation between state-
owned banks and enterprises in the real
economy in order to intensify the
financing of reproduction processes.

Scientific purpose of this paper is to
research current peculiarities of banking
crediting and to systemize the precondi-
tions of the renewal of state banks ability
to emit credit resources for satisfying the
agents' of the real sector demands.

Description of the main research
material. The real economy, where
significant added value is created, is the
basis for the competitiveness of the
national economy. The dominant
characteristics of  the  economic
development of the state depend on the
parameters of its development and
functioning.

A key condition for the effective
functioning of business entities is their
level of profitability. Overall, the
financial performance of enterprises in
the real economy in 2016-2018 was
positive and in the three years increased
by UAH 263.5 billion. At the same time,
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for many companies, the dynamics of
financial results had negative trends. In
particular, in agriculture, forestry and
fisheries, the financial result for 2016-
2018 decreased by UAH 23196 million,
including 31.5% in 2017, and 2% in
2018. Due to fixed assets revaluation by
Ukrtransgaz and provision for bad
receivables, the financial result of the
transport industry decreased by 3.2 times
in 2017, and by 1.33 times in 2018. [4]
Researchers believe that an insuffi-
cient percentage of profitable enterprises
Is a negative factor in the development of
the real economy sector (Fig. 1). By type
of economic activity at the end of 2018,
only agriculture, forestry and fisheries

financing of its core business processes,
including  financing through  bank
lending. In modern conditions, sources of
financing businesses in Ukraine include
own funds, bank loans, budgetary funds.
The current stage of development of
the banking system of Ukraine is
characterized by significant influence of
political and economic factors that have
led to significant structural changes. The
2014-2016 period is marked by a
decrease in the number of banking
institutions by 84 units or by 53.3%.
During 2017-2018, the decline in the
number of banks slowed slightly and the
difference from the previous years was
19 banking institutions. As of January 1,

(87%), construction (81%) and light 2019, 77 banking institutions were
industry  (80%) had a significant licensed by the National Bank of
percentage of profitable enterprises. Ukraine. [5]
An important key to the development
of the real economy is the additional
e e —

50 60 70 80 90 100

Figure 1. The share of profitable enterprises on the financial result before tax

during 2013-2018, %
Source: [4]

Despite the high GDP growth, the
dynamics of lending to customers by
banking institutions was insignificant for
the period 2016-2018. (Fig. 2) During the

analyzed period, GDP grew by 49%,
while the volume of loans increased by
only 11%. Therefore, we can conclude
that the activity of Ukrainian banks in

103



ISSN 2304-1692 ®IHAHCOBUW MPOCTIP 2019 No 3 (35)

ensuring the rate of economic growth is
very low . At the end of 2018, the ratio of
loans to GDP, that is financial deepening,
was less than 50%, far below that figure
for other countries, for example,
Denmark - 180%, Japan - 187%,
Eurozone countries (on average) - above
100%, in countries with the highest
incomes - above 150% [6].

During 2015-2018, loans to non-
financial corporations outstripped those
of households, but did not have a steady
upward trend. After the decrease in the
volume of loans to the real economy in
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2016 by 1.7%, during 2017-2018, the
volumes of these loans increased by
4.5% to the amount of UAH 859.740
million at the beginning of 2019. [NBU]
The downward trend in the development
of bank lending to business entities is
that loans were provided mainly for
short-term and working capital financing.
Loans to the real economy for up to 1
year amounted to 37.22% at the
beginning of 2017, 42.77% at the
beginning of 2018, and 48.11% at the
beginning of 2019.
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Figure 2. Dynamics of key performance indicators of banking institutions in

comparison with GDP dynamics for the period 2016-2018
Source: generated by the authors based on [5]

In addition, the NBU estimates that the
top 5 bank debtors, which are
representatives of large corporate
businesses, account for 39% of banks’
loan portfolio; accordingly, for 10
debtors it is 60% of the loan portfolio;
for 20 debtors - 82% of the loan
portfolio; for 40 debtors - 97% of the
loan portfolio (UAH 255 billion in total),
which indicates a significant

concentration of banks' loan and
investment activity on the business
structures of related parties, etc. [7].
Foreign experience shows that in the
face of significant financial problems of
private domestic banking institutions,
low lending to key sectors of economy,
stability and development of the banking
sector is based on state-owned banks.
The state share in the banking sector of

104



ISSN 2304-1692 ®IHAHCOBUWU NPOCTIP 2019 No 3 (35)

Germany is quite significant, accounting
for more than 50% of all assets of the
banking system and about 20% of the
total number of German banks. The
increase in the amount of state capital in
the German banking system was made to
maintain the banking system in times of
crisis. [8].

Also noteworthy is the fact that in the
period 2016-2018, private banks with
domestic commercial capital became
insolvent and their number decreased by
89 units during this period. The number
of banks with state-owned capital
remained constant. At the same time,
despite the decrease in numbers, the
percentage of the number of banks with
foreign capital in the banking system of
Ukraine has only increased (due to the
rapid decrease in the number of domestic
banks), accounting for 35% at the
beginning of 2016, 39% at the beginning
of 2017, and 46% at beginning of 2018.

As a result of the transfer of JSC CB
“PrivatBank™ to one hundred percent
state ownership, the share of banks with
state share in the ownership structure of
assets and liabilities of the banking
system of Ukraine has increased
significantly. In particular, at the
beginning of 2017, the liabilities held by
state-owned banks amounted to 55%,
which is 25 p.p. more than the previous
year (Fig. 3, a). During 2017-2018, no
significant structural changes took place
and as of January 1, 2019 state-owned
banks held 57% of the liabilities of
banking institutions, which indicates the
high resource potential of these financial
institutions.

The volume of assets of state-owned
banks during this period also increased

significantly, and as of January 1, 2017
in the total ownership structure of assets
of banking institutions it amounted to
52%, which is by 24 p.p. more than at the
beginning of 2016, and at the beginning
of 2018 it was 56%, which is 4 p.p. more
than at the beginning of 2017. (Fig. 3, b).
However, during 2018, as a result of a
decrease in the percentage of state-owned
banks’ assets and an increase in the
assets of banks with foreign capital, a
structural redistribution of components
took place, and as of January 1, 2019,
40% of assets of all banking institutions
of the country are owned by state-owned
banks, and 41% are owned by banks with
foreign capital. This is a negative trend
and it poses a threat of risks arising from
the entry of large amounts of foreign
capital into the banking system of the
country. At the same time, by the end of
2018, the net financial assets and
deposits of the general government
market accounted for 54.7% and 63.4%,
respectively.

Government programs for financial
stimulation of economic entities in the
real economy are implemented by the
Government of Ukraine mainly through
banks with state-owned capital. In
particular, such state banks as JSC CB
“PrivatBank™, JSC “Oschadbank”, JSC
“Ukrgasbank” and JSC “Ukreximbank”
are participants in state compensation
programs for agro-industrial enterprises,
for which the state compensates part of
the interest rate or loan amount. JSC
“Ukreximbank” and the Ministry of
Agricultural Policy of Ukraine have
signed a Memorandum on the procedure
of using the funds provided in the state
budget to support the livestock industry.
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Figure 3. Structure of ownership of assets and liabilities of the banking system of

Ukraine for the period 2016-2018
Source: generated by the authors based on [5]

Thus, in the context of increasing the
volume of lending to the real economy,
state banks have sufficient resource,
strategic and administrative capacity and
have the role of financial channels of
public policy (financial, monetary,
investment, budget) penetration into the
real economy.

However, among the four groups of
banks, according to the NBU
classification, as of January 1, 2018, the
largest share of non-performing loans
was owned by state-owned banks,
namely 71.1% (in particular, PrivatBank
had 87.6% and banks with state partici-
pation without PrivatBank had 55.7%),
foreign banks accounted for 41%, and
private equity banks accounted for 24%.
At the same time, as of December 1,
2018, the share of non-performing loans
in state-owned banks decreased to 68.1%
(55.4% for banks with state participation
without PrivatBank), although the largest
portion of non-performing loans remains

at PrivatBank, namely 83.2% (decreased
by 4.4% compared to the beginning of
the year). [9]

In modern conditions, banks with the
participation of the state capital have
sufficient resource and administrative
potential to financially stimulate the
development of the real economy, but
they have a number of problems that
hinder this process, namely:

- large volume of non-performing
loans in the credit portfolio of state-
owned banks;

- government  guarantees  often
induce  bank  managers to use
insufficiently  effective methods of

managing a bank with significant risks
[10];

- imperfection of the current
legislation on specific features of state
banks activity in the financial market;

- in the conditions of political and
economic instability in the state, a
considerable volume of assets of state-
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owned banks contributes to inefficient
use of budgetary funds and development
of corruption;

- the existence of politically
motivated lending and related-party
lending, which causes a significant

concentration of bank lending and
investing activities on the affiliates’
business structures, etc .;

- low level of corporate governance
of state-owned banks.

Administrative  and legal and
economic measures of macroeconomic
and microeconomic character should be
the main ways that can overcome most of
these problems and improve the
efficiency of government banking
institutions, and have a positive impact
on providing the real sector with the
necessary financial resources. Their
implementation should ensure saturation
of the state economy with national
financial resources, reorientation of
public policy to long-term planning, and
promote greater public confidence in
financial institutions. The main ones are:

1.Creation of a mechanism for
refinancing state-owned banks to further
allocate these funds to enterprises in the
real sector of economy. The key principle
for  implementing  the  structural
refinancing mechanism should become
depending of the volume and value of
loans granted to commercial banks by
NBU, on the volume and quality of loans
provided by banks to the real economy
enterprises.

2. Reforming state-owned banks by
raising corporate governance standards
through the implementation of private-
sector best practices, followed by their
partial privatization.

3. Taking into account the specifics of
functioning of state-owned banks, it is
advisable to create an appropriate system
of economic standards and financial
indicators that would allow the most

adequate assessment of their
performance.

4. Creation of a state-owned asset
management company that should

accumulate non-performing loans from
state-owned banks. This will allow to
“clear” the balance sheets of working
banks, to “unload” their credit and legal
units from claim work and mortgage
property of risky borrowers and to enable
them to focus on lending activity. [11]

5. The legislative framework, in
particular the Law of Ukraine “On Banks
and Banking”, should be supplemented
with articles that would provide for a
clearer and more complete regulation of
the basic principles common to all public
financial institutions. Article 57 of this
Law states that “Deposits of individuals
of the State Savings Bank of Ukraine are
guaranteed by the state”. However, there
is a need to adopt by-laws to regulate
mechanisms of payment of individual
deposits in the event of bankruptcy of
state-owned banks.

6. Restriction of the sale of
government securities to banks (both
government debt obligations, and NBU
certificates) and a significant decrease in
their profitability in order to intensify
corporate lending by banks.

7. Partial commercialization of state-
owned banks by selling up to 50% of
their capital to outside investors, that
may provide additional budgetary
revenues. Involvement of top managers
delegated by external investors to the
governing bodies of state banks in
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proportion to their participation in the
capital.

Conclusion. Current lending to
business entities in the real economy
does not provide the required volumes of
effective activity. State-owned banks
potentially have sufficient resource,
strategic and administrative capacity to
stimulate the development of the real

However, in the current conditions of
reforming the banking system of
Ukraine, political and  economic
instability in the state, banks with the
participation of state capital have a
number of problems that can be
overcome through the introduction of
administrative and economic measures of
macroeconomic and  microeconomic

economy and fulfill the role of financial character.

channels of public policy penetration.
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