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IMPROVEMENT OF THE ASSESSMENT METHODOLOGY OF LENDING
POTENTIAL OF UKRAINE’S BANKS

Object of study. The object of the study are the processes of forming the lending potential of the banking system.
One of the most problematic areas is the lack of comprehensive research on the formation of scientific and
methodological approaches to determine and assess the lending potential of the bank. The research has emphasized the
need to solve problems of innovative development of Ukraine’s economy.

Methodology. The information base of the research is the regulations of the National Bank of Ukraine, official
analytical and statistical data of organizations and the results of scientific research of leading economists. The following
methods have been used: abstraction and morphological analysis (specifying the definition of “lending potential of the
bank”); system-structural, induction, deduction, coefficient (in the development of scientific and methodological
approach and quantitative assessment of the lending potential of banks); comparative analysis and logical
generalization, which allowed to determine the prerequisites for the development of bank lending to the economy and
their role in financing investment projects in Ukraine.

Results. The necessity of developing measures for the rational use of lending potential, including the results
of the calculations, the insignificant lending potential of Ukrainian banks in the period 2014-2017 which has been
growing rapidly since 2018 has been revealed. It has been proved that the profitability of non-financial corporations
gradually increases during the study period, which has a positive effect on their workload regarding debt service.
These trends create the preconditions for the development of bank lending to the real sector of the economy and
households. It has been noted that only 6% of innovative projects are financed with the use of bank loans.

Scientific novelty. The article has proposed to deepen the methodological approaches to the disclosure of the
content and quantitative assessment of the lending potential of banks. The information obtained is the basis for
determining the possibilities of creating a positive lending potential of banks. A prerequisite for the effective use of
potential is the availability of solvent borrowers and the absence of excessive debt burden.

Theoretical and (or) practical significance. The use of the proposed methodology allows to assess the
prerequisites for the development of bank lending and the implementation of a positive contribution of the banking
system to economic growth.

Keywords: bank, lending potential, assessment, scientific approaches, prerequisites of credit development,
borrower, debt load, project financing, innovative development of economy.
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VJIOCKOHAJIEHHSI METO0JIOI' T OLIHKHA KPEJJUTHOI'O
IMOTEHIIIAJTY BAHKIB YKPATHI

06°’ckm docniorncennn. OO’ €KTOM NOCIIDKEHHS € MponecH (OpMyBaHHS KPEIUTHOTO ITOTEHIIany OaHKIBCHKOI
cuctemd. OmHUM 3 HAWOLTBII TPOOJIEMHUX MICIb € BiICYTHICThP KOMIDIEKCHHX JOCHIIDKEHb IMOAO0 (HOpMyBaHHS
HAyYKOBO-METOIMYHUX MAXOMIB /O BH3HAUEHHS W OIIHKH KPEIUTHOTO TMOTEHIlialy OaHKy, HAasBHICTh SKOTO
00yMOBJI€Ha HEOOXITHICTIO BHPIIIEHHS 3aB/IaHb 3a0e311eYeHHs IHHOBAIIHHOTO PO3BUTKY €KOHOMIKH YKpaiHu.

Memoodonozia. Tadopmarniitnoro 0a30r0 JOCTIHKEHHS € HOPMAaTHBHO-TIPaBOBiI akTH HarioHampHOrO OaHKy
VYkpainu, o¢iuidHi aHaIITHYHI 1 CTaTHCTHYHI AaHi opraHi3auid Ta pe3y/ibTaTd HAYKOBHX NOCIHIIKEHb MPOBIIHUX
BYEHUX-EKOHOMICTIB. BukopucraHi Taki merou: abcrparyBanHs Ta MOp(hoJIoriyHui aHaii3 (pu yTouHeHHi qedininii
“KpeaMTHHH TOTeHIian OaHKy”); CHCTEMHO-CTPYKTYPHHMH, IHIYKLis, Ienykuis, KoegiuieHTHHH (Tpu po3poOri
HAyKOBO-METOJIMYHOTO TIJXOJy Ta KUIBKICHOI OIIIHKM KPEAMTHOIO IMOTEHLialy OaHKiB); KOMIIApaTWBHHUN aHali3 Ta
JIOTIYHOT'O y3arajbHEHHS, 10 JO3BOJIMIIO BU3HAYUTH MEPEIyMOBH PO3BHTKY KPEAMTYBaHHS OaHKaMH €KOHOMIKH Ta iX
poib y ¢iHaHCYBaHHI IHBECTHIIIHMX IPOEKTIB B YKpaiHi.

Peszynemamu. OOGTpyHTOBaHO HEOOXITHICTH PO3POOKH 3aX0/IiB MO0 PalliOHATBHOTO BUKOPUCTAHHS KPEAUTHOTO
MOTEHIIATy B T.4. Ay (DiHAHCYBaHHS 1IHHOBAIIWHOI IiSUIBHOCTI. 3a pe3yIbTaTaMu MPOBEJACHUX PO3PAaxXyHKIB BUSBICHO
HEe3HAYHWH KpeOuTHUH moTeHmian OaHkiB Ykpainum B mepiox 2014-2017 pp., sSKuil CTpiMKO 3pocTae, MOYMHAIOYH 3
2018 p. HdoBeneno, mo mpuOYyTKOBICTh He()iHAHCOBMX KOPHOpAIill ITOCTYIIOBO 3pPOCTA€ TIPOTATOM IOCHIHKYBAHOTO
mepioy, M0 MO3UTHBHO BIUIMBAE HA IXHE HABAaHTa)XKEHHS CTOCOBHO oOcIyroByBaHHsS Oopry. Li TeHAeHIIii cTBOPIOIOTH

L 10 © Zavadska D., 2020




HAYKOBHUIA BICHUK ISSN 2409-9260 —>

0oecbKo20 HayionanIbLHO20 eKOHOMIUNO020 YHiGepcumenty

HepelyMOBH PO3BUTKY KPEJIUTYBaHHsI OaHKaMH PeajbHOTO CEKTOPY €KOHOMIKH Ta JIOMOTOCIIOAAPCTB. 3a3Ha4eHO, 1110 3
BUKOPHCTAHHSM OaHKIBCBKUX KpeAuTiB (hiHAHCYEeThCs e 6% IHHOBALIHHUX MPOEKTIB.

Haykosa nosuzna. Y cTaTTi 3alpOIIOHOBAHO TOTIMOJICHHS! METOMOJIOTIYHHUX MiIXOMAIB 10 PO3KPHUTTS 3MICTy Ta
KiJIbKICHOT OIIIHKM KpPEeIUTHOTO MoTeHniany 6ankiB. OTpumana iHpopMaris € OCHOBOIO Ul BU3HAYEHHS MOKJINBOCTEH
CTBOPEHHS MO3UTHUBHOTO KPEAWTHOrO MoTeHmiany OaHkiB. [lepeayMoBoO0 e(heKTHBHOIO BUKOPHCTaHHS MOTEHIANy €
HasIBHICTb TUIATOCTIPOMOXKHUX ITO3MYAILHUKIB Ta BIACYTHICTh Y HUX HaAMIpHOTO OOProBOr0 HABAaHTAKEHHSI.

Teopemuuna ma (abo) npaxmuuna 3xHauywgicms. BUKOpHUCTaHHS 3ampOIOHOBAHO! METOMOJIOTII O3BOJIIE
OLIHUTH HASBHICTH IEPEIyMOB PO3BUTKY OaHKIBCBKOTO KpPEAWTYBaHHS Ta 3MIHCHEHHS IIO3UTHBHOTO BHECKY
0aHKIBCHKOi CHCTEMH B €KOHOMIYHE 3POCTAaHHS.

Knrouosi cnosa: 6ank, KpeIUTHAN MTOTEHITIaM, OLIHKA, HAYKOBI MiAXOIH, IEPEIyMOBH PO3BUTKY KPEIUTYBAHHS,
MO3MYANBHUK, OOproBe HABaHTAKEHHS, IPOCKTHE (hiHAHCYBAHHS, IHHOBAIIHHUI PO3BUTOK EKOHOMIKH.
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COBEPHIEHCTBOBAHUWE METOJOJIOI'MX ONEHKN KPEAUTHOI'O
IHHOTEHIIMAJIA BAHKOB YKPANHBI

Obvexm uccnedosanusn. OObEKTOM HCCIENOBAHUS SIBJISIOTCS IPOLIECCH  (POPMHUPOBAHMS KPEAUTHOTO
ImoTCHUOHaJIa 6aHKOBCKOI7I CHCTCMBI. O)IHI/IM U3 CaMBbIX HpO6J’IeMHI:IX MECT MABJIACTCA OTCYTCTBUE KOMILUICKCHBIX
I/ICCHCI[OBaHI/Iﬁ o (I)OpMI/IpOBaHI/IIO HaYYHO-MCTOJUYCCKUX IMOAXOJ0B K OHNPEACICHUIO W OIECHKE KPCIAUTHOTO
MOTeHIMaNla OaHKa, HaJIW4YWe KOTOPOro OOYyCJIOBJIEHO HEOOXOAMMOCTBIO peIleHusl 3ajad  oOecIieueHus
WHHOBALIMOHHOTO PAa3BUTHS SKOHOMHKH Y KpaHHBI.

Memooonozun. VInpopmanmonHol  0a3oif  HMcCleOBaHUS  SBISIFOTCS.  HOPMATHBHO-TIPABOBBIE  aKTHI
HamnonaneHoro ©Oanka VYKpauHbl, OoQHIHMaiIbHbIE AHAJUTHYECKHE MW CTATHCTHYECKWE JaHHBIE OpTaHM3aluid u
pe3ynbTaThl HAay4YHBIX MCCIEAOBAHMI BEAYIIMX YYEHBIX-DKOHOMHCTOB. MCIIONBb30BaHBI CIEAYIOIIUE METOJBI:
a0ctparupoBanne W Mopdororndecknii aHanu3 (MPH YTOYHEHUHM MeUHUINU “KPEOWTHBIH TOTEHIHANT OaHKa”);
CHCTEMHO-CTPYKTYPHBIH, HHIYKIUS, ASAYKIHS, KO3 DUIMeHTHBIH (IpH pa3paboTKe HayYHO-METOANIECKOTO MOIX0/a
W KOJMYECTBEHHOW OIEHKH KPEIUTHOTO MOTEHIMajda OAHKOB);, KOMITAPATUBHBIA aHAIH3 M JOTHMYECKOTO 000OIICHHS,
YTO TO3BOJIWJIO OMNPEICIUTh MPEANOCHUIKM Pa3BUTHS KPEOUTOBAHMS OaHKaMH 3KOHOMHKH M HUX pOJb B
(hMHaHCHPOBAaHWHU MHBECTHUIIMOHHBIX IIPOEKTOB B YKpanHe.

Pesynomamor. O00CHOBaHA HEOOXOJMMOCTH pa3paOOTKM MEPONPHSITHI, HANpaBICHHBIX Ha palMOHAIBHOE
HCIIOJIb30BAaHUC KpEAUTHOI'O noreHuaia, B T.4. JJIA (bI/IHaHCI/IPOBaHI/Iﬂ HHHOBaHHOHHOﬁ JACATCIIbHOCTH.
[To pesynbraTaM NpPOBEAECHHBIX PACUCTOB BBISBICH HE3HAYMTENLHBIH KPEIUTHBIN IMOTEHIMaN OaHKOB YKpawHBbI B
nepuon 2014-2017 rr., KOTOpeI MMEET TEHACHIUIO K CTpEMUTENbHOMY pocTy HauumHas ¢ 2018 r. JlokazaHo, 4TO
JIOXO/IHOCTh HE(MHAHCOBBIX KOPIOPALMH IOCTENEHHO BO3pAacTaeT B TEYEHHWE MCCIIEAYEMOro MepHoAa, 4To
TTOJIOXKUTETIFHO BIMSET Ha MX HArpy3Ky OTHOCHTENBHO OOCTY)XMBaHUS noira. Takas cUTyanusl CO3/aeT MPEIIOChUIKA
Pa3BUTHS KpEAUTOBaHUS OAaHKAMH PEaIbHOTO CEKTOpa YKOHOMHUKH U IOMOX03HCTB. OTMEUYEHO, UTO C HCTIOJIb30BAHUEM
0aHKOBCKHX KPEIUTOB (PMHAHCHPYETCS UL 6% NHHOBALMOHHBIX IPOCKTOB.

Hayunan noseusna. B cTaTthe NPENIOKEHO YIIyONEHHE METOJOJIOTHUECKUX MOIXOJOB K PACKPBITHIO
COZIEp’KaHMS M KOJMYECTBEHHOW OIIGHKM KPEIUTHOrO MOoTeHnuana OaHkoB. IlomyueHHas nH(oOpMamus sBIsieTCS
OCHOBOW JUIS OmNpe/ieieHHs BO3MOXKHOCTEH CO3[JaHUsl MOJOXKUTEIBHOTO KpPEAWTHOTO TOTEHIHana OaHKOB.
[peanoceuikoi 3G PEKTUBHOTO HCIONB30BAHHS MOTEHIMATA SBJSICTCS HAIMYHE IUIATE)KECIOCOOHBIX 3aEMINUKOB U
OTCYTCTBHUE B HUX YPE3MEPHOI0 JOJIIOBOM HArpy3KH.

Teopemuueckan u (unu) npakmuyeckasa 3Ha4uMocms. Vicrionb3oBaHME IPeATaraeMoOd MeTONO0JIOTHH
M03BOJISIET OLIEHUTh HAJIWYWE TNPEAIIOCHUIOK Pa3BUTHUsI OAHKOBCKOTO KPEIUTOBAHUS M OCYLIECTBIICHHS O3UTHBHOTO
BKJIaJla 0aHKOBCKOIl CUCTEMBI B SKOHOMHYECKHH POCT.

Knrwouegvle cnoea: OaHK, KpeANTHBIH IIOTEHNIWAJ, OLIEHKA, HAy4YHbIE ITOAXOMABI, TPEIIIOCHUIKH Pa3BHUTHS
KpEIUTOBAaHUsI, 3aEMIIIHK, I0JT0OBasi HArpy3Ka, MPOEKTHOE (PMHAHCUPOBAHKE, HHHOBAIIMOHHOE Pa3BUTHE SKOHOMHKH.
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Statement of the problem in general.

The development of the innovative potential of economy requires the necessary financial and lending
security. Due to the deficit of budget resources, the issue of involving banks in the support system for the
innovation sector of economy, one of the functions of which is to promote economic development, becomes
relevant. However, it should be noted that there are a number of factors that constrain the participation of the
banking segment in financing innovative projects. First of all, among such factors it is worth noting the
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following: increased risk of lending to innovative projects; availability of banks’ resources (lending
potential) for the development of lending, including innovation; opportunities for borrowers to attract
additional resources, determined by the level of their debt load. All this determines the importance of
assessing the lending potential of banks and the level of debt load of the non-financial sector of economy for
further development of measures aimed at forming effective forms of integration of banks and the state to
ensure innovative development of Ukraine’s economy.

Object of research and analysis of existing solutions to problems.

The object of the study are the processes of forming the lending potential of the banking system. One
of the most problematic areas is the lack of comprehensive research on the formation of scientific and
methodological approaches to determine and assess the lending potential of the bank. The research has
emphasized the need to solve problems of innovative development of Ukraine’s economy.

In order to form recommendations for creating conditions for achieving the tasks of ensuring the
innovative development of Ukraine’s economy, the following issues were studied: determining the content of
the term “lending potential of the bank”; study of the impact of excess liquidity reserves on the growth of
bank loans; determination of factors influencing the structure and dynamics of the bank’s loan portfolio; the
need to maintain a balance between the volume of loans and the solvency of customers.

Thus, according to scientists [1, p. 95], “lending potential should determine the economically justified
limits of the use of mobilized in the bank sources of funds for lending and other operations; and on the other
hand, the bank’s lending potential reflects the amount of funds mobilized in the bank minus the total
liquidity reserve”.

In scientific work [2, p. 63] it is proved that the concept of “lending potential” includes sufficient
availability of credit resources of the bank; the minimum allowable value of credit risks and an acceptable
assessment of the borrower’s solvency.

According to the source [3, p. 101], “every commercial bank seeks a minimum reserve of liquid assets
and ensures maximum lending potential, level of compulsory reserves established by the Central Bank, the
total amounts and structure of liabilities by maturity”.

It is interesting to study the activities of the US banking holding companies [4], which shows that
large banks, with high loan growth rates, a significant share of customer funds in their liabilities and which
form liquidity reserves through deposits, are more prone to balanced risk-taking policies (they have a small
percentage of non-performing loans, NLP). They rather reduce the activity of providing new loans due to the
need, firstly, of compliance with mandatory economic capital and liquidity standards, and secondly, through
the ability to raise funds in international capital markets and, thirdly, they are interested in placing available
funds (excess liquidity reserves) in non-traditional and more complex activities (the so-called “creation-
transfer” activity, instead of “creation-maintenance”).

At the same time in scientific work [5, p. 28-33], according to the study of more than 2054 banks in
117 developed and developing countries during 2000-2016, it is noted that tougher regulatory policy — the
introduction of Basel III — strengthening the capitalization requirements for banks and the need to comply
with the indicator for short-term liquidity (stock of high quality liquid assets, LCR), has a direct correlation
with the growth of new loans. It is emphasized that capital has a significant positive effect on lending only if
banks already maintain a sufficient amount of liquid assets (have the liquidity buffer). However, this
situation takes place only in large banks.

As for liquidity indicators, they have a positive effect on lending to the US banks, while for large
European banks the success of this relationship depends on the type of lending [5, p. 29]. It is proved that the
higher the bank’s ability to diversify risks for different types of investments, the higher its ability to protect
itself from potential losses and the higher the probability of granting a new loan.

Article [6] emphasizes the importance of bank lending as a source of financing for innovative
companies in the UK. Experts determined that the banks’ difficulties associated with the formation of a
buffer stock of liquidity, particularly during the crisis of 2008 and 2011, negatively affected the innovative
activities of companies. The cessation of loans for the development of innovative activities of small and
medium enterprises has led to both a reduction in the number of patents and a reduction in their
technological value, originality and quality. It was also found that the specialization of banks in the direction
of financing innovation mitigates the impact of the above problems on innovations.

In the study [7, p. 140] scientists, considering the problem of capital formation, liquidity reserves and
bank lending in countries with economies in transition, proved that banks with a larger liquidity reserve are
likely to increase lending. This is due to the fact that investors prefer to keep funds in the form of deposits
instead of making direct investments due to the presence of economic risk.
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The authors also emphasize that banks with excess (unused) liquidity reserve provide liquidity to firms
through the lending channel [7, p. 142]. These firms are called dependent on banks, as they are unable to
raise funds on capital markets. However, they are the engines of economic activity and contribute to higher
economic growth.

According to the study [8], “... support for a high level of borrower activity is of great importance for
the bank. Attracting new borrowers is based on data from the analysis of the lending potential of the market,
which reflects the possible debt load. Further work is related to the attraction of clients and non-clients of the
bank, who are able to deal with this debt load and offering them lending products”.

The author also singles out such factors influencing the dynamics and structure of the bank’s loan
portfolio as development of the system of financing various investment projects; phase of the
macroeconomic development cycle; instruments of state monetary regulation (refinancing rate, mandatory
reserve ratio, etc.).

Thus, the issue of determining the ability of a banking institution to develop lending processes, the
amount of funds required, the formation of mandatory reserves of liquidity and capital, taking into account
the demand for credit resources and promising areas of financing is a matter of debate and high importance.
Therefore, one of the main solutions to the problems of management process for active participation of bank
loans as a source of funding for innovative development of economy is the formation of assessment
methodologies of bank lending potential.

Selecting previously unsolved parts of the overall problem.

Most scientific papers are devoted to defining the economic content and factors of lending potential of
the bank. Scientists have studied the problems of forming the required reserves, ensuring the interests of
owners, creditors and the state at the expense of available resources.

While acknowledging the achievements of scientists, it should be noted that the improvement of
approaches to determine lending capacity of individual banks and the banking system, that are measured by
excess reserves and provide the basis for expanding the size of innovation loans, remain insufficiently
studied. In particular, theoretical and practical issues of creating the preconditions for the effective use of
lending potential need in-depth development, including financing the innovative development of Ukraine’s
economy.

Formulation of purpose of the article and research objectives.

The purpose of the article is to substantiate the methodology for assessing the lending potential of
Ukrainian banks as a basis for determining the prerequisites for financing innovative development.
Achieving the goal of the study requires solving the following tasks:

1. Summarize current achievements in determining and calculating the lending potential of individual
banks and the banking system as a whole.

2. Compare the available lending potential of the banking system of Ukraine and the debt load of real
sector of economy.

3. Define the development level of the banking segment of project finance market in Ukraine.

4. Develop recommendations for involving banks in financing the innovative needs for economic
development.

Presentation of the main research material with a full justification of the obtained scientific
results.

In general, researchers define lending potential as the ability of banks to invest previously obtained
resources, which depends on a number of factors. At the same time, interpretations differ, firstly, by the
factors of lending potential and, secondly, the understanding of the content of potential as the volume of all
attracted resources minus liquidity reserves or only as the volume of excess (unused) liquidity reserves.

Understanding the methodology as a system of ways to organize and form theoretical and practical
activities, we can conclude that the methodology for assessing the lending potential of banks is formed on
the basis of systematization of existing knowledge and creating new knowledge about the subject and object
of research and its logic. Given the etymology of the concept of “potential” as a stock, resources, “that can
be used in any industry, site, area” and “hidden ability that may appear under certain conditions” [9], we
consider that most consistent essence of determining the lending potential of the bank is the one which is
based on the concept of excess reserves and possible growth of the loan portfolio.

Thus, the concept of lending potential is determined by economic content and factors. On this basis,
we propose to define the lending potential as the amount of bank funds that can be used to provide new loans
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to households and non-financial corporations, and will ensure that banks make a positive contribution to
economic growth. Factors in the formation of the lending potential of banks are the availability of resources
of the required amounts and terms; acceptable level of risks and adequacy of equity to absorb them; profit as
a factor in increasing resources. It should be noted that the above factors determine the possibility of creating
a positive lending potential of banks; at the same time, the prerequisite for the effective use of potential,
including the financing of innovative development, is the availability of solvent borrowers and the absence
of excessive debt load.

According to the scientific understanding, we believe that approaches to calculating the lending
potential of individual banks and the banking system as a whole should be based on the excess resources
available in banks. Excess resources or lending potential arise in case of excess of liquidity ratios (P;;) and
capital (P, ;) above the minimum set value:

P =FR;; — NR;;, (D

where P); —is the potential formed due to excess liquidity reserves; FR, ; — the actual level of liquidity
reserves of the bank i and; NR,; —regulatory level of the bank i's liquidity reserves.

NRy; = L; X NL, )

where L; — the amount of liabilities of the bank i; NL — liquidity ratios (until 01.01.2019 — the ratio of
instant liquidity (H4) and short-term liquidity (H5), starting from 01.01.2019 — the level of liquidity coverage
(LCR)) [10].

According to formula 1, it is possible to state the availability of excess liquidity reserves and,
accordingly, the lending potential for new loans in case of excess liquidity reserves above the regulatory
level.

Similarly, the lending potential is calculated in accordance with the capital ratio:

P.; = NRWA; — FRWA;, 3)

where P, ; — the potential that is formed in the case of sufficient (surplus) equity; FRWA; — the actual
amount of risk-weighted assets of the bank i; NRW A; — regulatory volume of weighted assets.

The regulatory volume of weighted assets is their maximum possible value in the case of compliance
with the minimum level of capital adequacy:

NRWA; = C; = CARy, 4)

where C; — the capital of the bank i; CARy — regulatory capital adequacy ratio (the study used a value
of 12% to ensure the level of capital depending on the results of stress testing and taking into account the
possible introduction of additional buffers).

As it can be seen from formula 3, the potential will arise in case of exceeding the regulatory
(estimated) value of assets over the actual level. It should be noted that in case of insufficient level of equity,
the profit will be used to increase capital, and possibilities of increasing the risk of assets associated with
lending are limited. Therefore, we consider it necessary to add profit to the lending potential only under
certain conditions:

max{0; fr;},if P,; >0,
0 in other cases

Pcondfr,i = { 5)

where Peonqpr i — profit, which can be used for lending in the absence of need for its capitalization;
fr; — the value of the financial result of the bank i in accordance with the reporting.

Taking into account all the limitations, the value of the lending potential of the banking system will be
as follows:
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LPps = ¥y min{Py;; Poi} + Peonapr. (6)

The results of calculation of the lending potential of Ukrainian banks are presented in Fig. 1-7 [11].
The distribution of components of the lending potential of Ukrainian banks in 2013 is shown in Fig. 1.
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Fig. 1. Components and values of lending potential of Ukrainian banks
as 0of 01.01.2014, thousand UAH
Source: own design

The activity of the banking system of Ukraine in 2013 is characterized by insignificant lending
potential, which is 1.8% of net assets. A positive contribution to the lending potential (above 1%) is provided
by the following banks: Privatbank, Delta Bank, Sberbank Rosiyi, Bank Finance and Credit, VAB Bank,
Credit Agricole Bank, Khreshchatyk, Bank Kuivska Rus, Platinum Bank, Ukrbiznesbank, Aktabank,
Diamantbank, Avant Bank and Ekspobank. The positive contribution to the potential of the system of small
banks is made due to their profitable operation and low activity (large liquidity reserves and a high level of
equity adequacy).

The components of the lending potential of Ukrainian banks in 2014 are shown in Fig. 2.
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Fig. 2. Components and values of the lending potential of Ukrainian banks
as of 01.01.2015, thousand UAH
Source: own design
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According to the data of Fig. 2, in 2014 and compared to the previous year, the number of banks with
insufficient equity increased significantly; the level of lending potential was only 0.51% of net assets. The
following banks made a positive contribution to the formation of lending potential: PJSC Derzhzembank,
PJSC Ukrsotsbank, PJSC VS Bank, JSC Piracus Bank MKB, PJSC ING Bank Ukraine, PJSC Citibank,
PJSC Credit Europe Bank, PJSC Deutsche Bank DBU and some others.

It should be noted that there are no positive dynamics of both individual components and the total
amount of lending potential of banks in 2015 (Fig. 3).
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Fig. 3. Components and values of lending potential of Ukrainian banks
as 0of 01.01.2016, thousand UAH
Source: own design

As 0f 01.01.2016, the value of the lending potential of the banking system of Ukraine is only 0.86% of
net assets. It should be noted that the positive potential is provided by the results of operations of the
following banks: PJSC Ukrsotsbank (33.54%), PJSC VS Bank (8.36%), JSC Piraecus Bank MKB (7.48%),
PJSC ING Bank Ukraine (13.45%) and JSC Citibank (18.44%). The contribution of such banks as:
PJSC Crediteurope bank, PJSC Deutsche Bank DBU, PJSC SEB Corporate Bank, JSB Express Bank and
PJSC Transition Bank “RwSbank” slightly exceeds 1% of the potential, some small banks make a small
positive contribution to the lending potential of the system, but the contribution of a significant number of
market leaders is zero primarily due to significant losses and insufficient capital amount.

To compare the distribution of components of the lending potential of Ukrainian banks in 2016 with
previous periods allow the data of Fig. 4.
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Fig.4. Components and values of lending potential of banks of Ukraine
as of 01.01.2017, thousand UAH
Source: own design
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The configuration of the graph in Fig. 4 indicates a relative revival of banking activity, although it is
too early to talk about the restoration of the positive dynamics of the lending potential of Ukrainian banks:
in this period the value of lending potential was 0.87%, which corresponds to the level of the previous
period. The following banks make a significant contribution to the formation of the lending potential of the
banking system of Ukraine in this period: PJSC Ukrsotsbank (7.67%), PJSC ING Bank Ukraine (19.19%)
and PJSC VS Bank (33.92 %). The distribution of the components of the lending potential of Ukrainian
banks in 2017 is shown in Fig. 5.
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Fig. 5. Components and values of credit potential of banks of Ukraine as of 01.01.2018, thousand UAH
Source: own design

According to the data presented in the figure, the lending potential of Ukrainian banks is gradually
recovering: banks are gradually reducing the catastrophic losses incurred during 2013-2016, increasing
equity and increasing liquidity reserves. The level of lending potential in this period is 2.3% of net assets —
despite the positive dynamics, the level of lending potential remains insignificant. It should be noted that
significant amounts of lending potential are concentrated in state-owned banks: PJSC Privatbank (48.9%)
and JSC Ukreximbank (28.13%).

The distribution of the components of the lending potential of Ukrainian banks in 2018 and the results
of the 1st half of 2019 is shown in Fig. 6 and 7 respectively.
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Fig. 6. Components and values of lending potential of banks of Ukraine
as 0of 01.01.2019, thousand UAH
Source: own design
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According to Figs. 6 and 7 we can draw conclusions about the jump in the growth of lending potential
of Ukrainian banks — this figure in 2018 amounted to 15.22%, and in the 1st half of 2019 — 22.7% of net
assets of banks. A comparison of the configurations of graphs 6 and 7 shows the preservation of a high level
of lending potential of Ukrainian banks and the reduction of losses that had a negative impact on its value.
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Fig. 7. Components and values of lending potential of Ukrainian banks
as of July 1, 2019, thousand UAH
Source: own design

At the same time, it should be noted that the high level of lending potential of Ukrainian banks is
formed, firstly, by reducing losses and restoring equity adequacy, and secondly, by a significant amount of
liquidity reserves, which mainly consist of government securities. Therefore, the key to the growth of
lending by banks to the real sector of economy is the reduction of investments in government securities and
the resumption of corporate lending.

We can note that the availability of lending potential of the banking system is an essential but not
sufficient condition for the resumption of lending and the implementation of such a role of banks as
promoting economic development, including innovation. Also, the possibility of expanding the lending
activities of banks is determined by the ability of borrowers to repay the debt in full and within the
contractual period, determined by the level of its debt load.

Analysis of the scientific literature on financial management and lending assessment of real sector
enterprises and non-financial companies [12, p. 213] allowed substantiating groups of indicators of debt load
of borrowers that:

—are determined by the capital structure: the ratio of debt to equity, the share of long-term liabilities;

—are determined by the ratio of assets and liabilities: the ratio of long-term liabilities and non-current
assets; the ratio of current assets and current liabilities;

—are determined by the adequacy of financial results to cover the cost of debt service: the ratio of
operating income and financial expenses; ratio of EBIDTA and financial costs.

The first group of indicators includes the ratio of debt to equity. The dynamics of the components and
the ratio of equity and liabilities of large and medium-sized enterprises of real sector of Ukraine are
presented in Fig. 8.

We should note that the greater the value of financial leverage is, the higher the risk of company’s
bankruptcy is. The recommended values of the financial lever are in the range from 1 to 2.3. In fact, the
stronger the indicator deviates from 1 in the direction of increase, the higher debt load is characteristic for the
company.

The value of debt load indicators suggests the following:

—high level of debt load in enterprises in 2016-2017, which indicates the lack of prerequisites for the
development of lending for innovation, both in banking and real sectors of the economy;
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—the share of obligations in liabilities decreases, but its level remains high compared to the theoretical

level,
—liabilities structure is irrational given the prevalence of current liabilities.
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Fig. 8. Dynamics of components and indicators of debt load, determined by the capital structure of
large and medium-sized enterprises of Ukraine in the period 2013-1 half of 2019
Source: compiled by the author according to the data [13]

The dynamics of debt load indicators, determined by the ratio of assets and liabilities, is shown in
Fig. 9.
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Fig. 9. Dynamics of debt load indicators, which are determined by the ratio of assets and liabilities of
large and medium-sized enterprises of Ukraine for the period 2013-1 half of 2019
Source: compiled by the author according to the data [13]

The dynamics of the ratio of assets and liabilities indicates that short-term loans are used to fund non-
current assets, as evidenced by the negative net working capital. At the same time, the role of lending
resources in financing fixed assets is decreasing, which creates prerequisites for the development of long-
term lending.
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The data of Fig. 10 indicate the resumption of profitable activities of real sector enterprises: during the
period under review, both operating profit and EBIDTA grew faster than the financial costs associated with
debt service. Therefore, the ratio of profit and financial costs increases.

This ratio characterizes the protection degree of creditors from non-payment of interest on the loan
and shows how many times during the reporting period the company has earned money to pay interest on
loans. It also allows you to determine the allowable level of profit reduction used to pay interest. The norm is
a value of more than 1, which means that the company does not spend all its profits on interest. Thus, the
level of this indicator demonstrates a reduction in the debt load on medium and large enterprises in Ukraine.
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Fig. 10. Dynamics of indicators of adequacy of financial result for debt service of large and medium-
sized enterprises of Ukraine for the period 2013-1 half of 2019
Source: compiled by the author according to the data [14]

It should be noted that the clarification of the conclusions requires a comparison of debt load by types
of economic activity (Fig. 11-15).
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Fig. 11. Dynamics of the liabilities share in the liabilities of large and medium-sized enterprises of
Ukraine for the period 2018-1 half of 2019 in terms of economic activities
Source: compiled according to the data [13]
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As the data of Fig. 6, most industries have an acceptable level of debt load. The most actively lending
resources are used by such industries as agriculture, industry and trade, and real estate transactions.

The type of activity “temporary accommodation and catering” is unprofitable with a negative amount
of equity, which is further confirmed by the data of Fig. 12.
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Fig. 12. Dynamics of the ratio of liabilities and equity of large and medium-sized enterprises of
Ukraine for the period 2018-1 half of 2019 in terms of economic activities
Source: compiled according to the data [13]

The sources of financing non-current assets by industries are shown in Fig. 13.
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Fig. 13. Dynamics of the ratio of long-term liabilities and non-current assets of large and medium-sized
enterprises of Ukraine for the period 2018-1 half of 2019 in terms of economic activities
Source: compiled by the author according to the data [13]
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The data of Fig. 13 indicate that in most industries to finance non-current assets short-term liabilities
are used, as well. This situation indicates the creation of preconditions for long-term lending to the real
sector of economy. According to the data of Fig. 14, for most industries the current liquidity ratio is less than
1, which indicates a low level of their solvency.
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Fig. 14. Dynamics of the ratio of current assets and current liabilities of large and medium-sized
enterprises of Ukraine for the period 2018-1 half of 2019 in terms of economic activities
Source: compiled by the author according to the data [13]

At the same time, the level of debt load is reduced if we analyze the indicators that are related to profit
(Fig. 15).
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Fig. 15.The ratio of gross debt to EBITDA by industries in 2018
Source: compiled by the author according to the data [14]

The critical value for the ratio of gross debt to EBITDA is the level of 7 times. This level characterizes
only the activities of the engineering industry; industries such as renewable energy and the food industry are
also relatively high. In 2018, the debt load in mechanical engineering was high, 9.5: despite the overall
positive dynamics in the industry, some subsectors were stagnating.

During the year, the profits of energy engineering companies decreased. Large enterprises in the industry
have been able to partially reorient to new markets after the loss of the Russian market, but regular orders are
lacking [14]. Trade traditionally uses significant leverage in operating activities. Banks lend to companies in the
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industry, relying on the liquidity of current assets and taking into account its high growth rate. However, it is
advisable for banks to more carefully assess the risks of commercial enterprises, given the high level of defaults
among them during past crises. Thus, enterprises in most industries have a sufficient margin of operating profit
to cover the possible increase in the cost of lending. Exceptions are the energy sector, construction and some
metallurgical enterprises. However, some large state-owned companies need additional funding to upgrade
fixed assets or replenish working capital. External borrowing is too expensive, so sources of funding will have
to be sought in the domestic market, especially in Ukrainian banks.

A comparison of the lending potential of banks and individual indicators of the debt load of enterprises
allows us to draw conclusions about the formation of prerequisites for the development of bank lending
(Fig. 16).
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Fig. 16. Dynamics of lending potential of banks and debt load of non-financial companies of Ukraine
for the period 2014-1 half of 2019
Source: own design

According to the results of the calculations insignificant lending potential of Ukrainian banks was
revealed in 2014-2017, which is growing rapidly since 2018. The profitability of non-financial corporations is
gradually increasing during the study period, which has a positive effect on their debt load service [12, p. 220].
These trends create the prerequisites for the development of bank lending to real sector of economy and
households.

The above mentioned indicates the need to develop a number of measures for the rational use of this
potential to achieve the objectives of innovative economic development, since current practice indicates the
underdevelopment of banking products in the field of promoting innovative development (Table 1).

Table 1
Services of Ukrainian banks in the project financing market
Services Share in
Investment lending
Banks financing in a potential
Project financing form other than as of July 1
project 2019 ’
financing
1 2 3 4
project financing for the following projects:
JSC Ukrsibbank construction / reconstruction of commercial and | Does mnot carry 2.72%
residential real estate; production, modernization of | out
production lines (technological projects); mergers
gnd acquisitior}s (acquisition of corppanies, Loan for ,
JSC Alfa-Bank integrated housing complexes and businesses); | ;.\ ociment needs 2.65%
infrastructure (roads, telecommunications, etc.)
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Continuation of the table 1

2

3

4

OTP Bank JSC

Non-Recourse Project financing

Limited Recourse Project financing

Financing is provided in the form of a loan or a
combination of a term loan and a revolving lending
line to finance the costs of launching the project and
replenishing working capital

Loan
investment needs

for 0.67%

JSC Ukreximbank

JSC Sberbank

modernization or reconstruction of existing
production (provision of services), organization of
production of new products (provision of services),
comprehensive financing of long-term investment
projects to achieve the strategic goals of the
company

Loan
investment needs

15.12%
for

2.63%

JSC

Raiffeisen Bank Aval

modernization or reconstruction of existing
production (provision of services), organization of
production of new products (provision of services),
comprehensive financing of long-term investment
projects to achieve the strategic goals of the
company

Loan
investment needs

for 1.59%

Source: compiled by the author according to the data [12, p. 222]

We should note that capital-intensive infrastructure projects for the construction of solar and wind
power plants, warehouses, recycling facilities, biogas plants, grain terminals, etc. are funded using debt
financing instruments, participation in the capital of sponsors, international financial institutions and export
lending agencies [15]. According to the State Statistics Committee [13], only 6% of innovative projects are
financed with bank loans. From which we can conclude about the insignificant level of development of
banking segment of the project financing market in Ukraine, which is due to macroeconomic factors and the

banks’ own interests.

According to the Table 2, a significant share of the banks’ loan portfolio is directed to short- and
medium-term loans for non-financial corporations, which in the 1% half of 2019 amounted to 81.3%.
However, the development of bank project financing requires long-term investment of resources, which in
the structure of banks’ lending investments account for only 18.1%.

Table 2
Dynamics of loans granted by banks to non-financial corporations in terms of 2012-1half of 2019
As of 31.12:
2012 2014 2016 2018 6 months of 2019
Indicators | £ £ | x| £ | Ex| B | Ex| £ | Ex|
=3 5 | 23 ‘5 =5 % | 25| ¢ =5 5
. < | B = | F < | E < | F 2
Upto 1 year 296.5 48.9 339.6 43.6 306.0 37.2 413.6 48.1 396.4 49.0
1-5 years 235.1 38.8 333.6 42.8 353.7 43.0 278.1 323 261.1 32.3
More than 5 years 798.3 13.1 105.5 13.5 162.3 19.7 167.9 19.5 147.0 18.1
Total: 605.4 | 100.0 | 778.8 100.0 | 822.1 100.0 | 859.7 | 100.0 808.2 100.0
Including loans for
purchase,
construction  and 7.4 1.2 15.5 2.0 11.1 1.3 335 39 23.1 2.8
reconstruction  of
real estate
Up to 1 year 1.1 0.2 1.0 0.1 2.1 0.2 2.5 0.2 2.6 0.3
1-5 years 2.6 0.4 6.9 0.8 4.2 0.5 9.7 1.1 5.6 0.6
More than 5 years 3.6 0.6 7.5 0.9 4.7 0.5 213 24 14.8 1.8

Source: compiled by the author according to the data [11]

The insignificant role of banks in financing investment projects is evidenced by the share of loans for the
purchase, construction and reconstruction of real estate, which is 2.8% in the Ist half of 2019 against 7.4% in
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2012. On the other hand, lending by banks to innovative projects of enterprises of real sector of economy is
limited by the ability to provide long-term loans due to strict lending risk assessment procedures and lack of

long-term lending resources.
Most of the money accumulated by the banking sector (88.0 %) is short-term, determining the direction
of bank loans for short-term financial investments (Table 3).

Table 3
Dynamics of deposits in terms of 2012-1 half of 2019
As of 31.12:
2012 2014 2012 2018 2012
. = = = = =
dieators | 22| £ | E=z| E | Em| E|Ez| £ | Ez E
=5 = |25 ® | 25| = | 25| ©® | 25| s
g o g o g < g < g o
On request 1853 | 323 [250.1 | 37.0 | 3645 | 4594 | 4564 | 489 | 4806 | 51.7
Up to 1 year 187.9 | 32.8 [ 2104 | 31.1 | 271.8 | 3426 | 322.0 | 345 | 3416 | 363
1-2 years 163.8 | 286 | 1865 | 276 | 1484 | 1871 | 1255 | 134 | 1068 | 11.3
xz;: than 2 55> | 61 | 279 | 41 85 | 1.08 | 288 | 3.0 | 284 | 3.0
Total: 5723 | 100.0 | 675.0 | 100.0 | 793.4 | 100.0 | 932.9 | 100.0 | 939.2 | 100.0

Source: compiled by the author according to the data [11]

We should note that the absolute amount of credit and deposit imbalance, as the difference between the
volume of deposits for more than 2 years and lending for more than 5 years, according to the NBU, in the
1** half of 2019 amounted to — 118.6 million UAH (the share of underfunded loans is 80.6%), which has a
negative impact on the formation of the lending potential of banking system at the level required to finance
long-term innovation projects.

Conclusions and prospects for further development of this area.

1. Current achievements in terms of methodological approaches to assessing the lending potential of
banks are summarized. From which the following conclusion is made that:

— lending potential of banks, according to the author’s interpretation of the approach to its
quantification, is the amount of excess liquidity or capital that arises when the relevant economic standards
exceed the established level, and of profits that can be used for lending;

— differences from existing approaches are as follows: firstly, lending potential is defined as a
possible increase in loans, rather than the entire result of lending activities; secondly, the quantitative
assessment of potential is based on banks' compliance with economic standards and takes into account a
number of limitations. The use of the proposed methodology allows assessing the prerequisites for the
development of bank lending and the implementation of a positive contribution of banking system to
economic growth.

2. According to the results of calculations of the lending potential of banks and some indicators of the
debt load of enterprises it was revealed that:

— insignificant lending potential of Ukrainian banks in the period 2014-2017 is growing rapidly since
2018. The profitability of non-financial corporations is gradually increasing during the study period, which
has a positive effect on their debt load services. These trends create the prerequisites for the development of
bank lending to real sector of economy and households.

3. The insignificant level of development of banking segment of the project financing market in
Ukraine was determined, namely:

— as of July 1, 2019, only 6 banks in Ukraine provided project financing services as forms of
financing investment projects of clients, including: Raiffeisen Bank Aval JSC, JSC Ukrsibbank, JSC
Ukreximbank, JSC Alfa-Bank, JSC Sberbank, JSC OTP Bank;

— loans granted by banks to non-financial corporations with a term of more than 5 years in the
structure of lending investments of banks account for 18.1%; deposits attracted by the banking sector for less
than 2 years account for 88.0% of all accumulated funds, which indicates the short-term nature of the
formation of the resource base; the share of underfunded loans, defined as the absolute amount of credit and
deposit imbalance, is 80.6%;
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— among the main factors hindering the development of bank project financing in Ukraine are the low
level of public confidence in the banking system, unfavorable investment climate, restrictions of the National
Bank of Ukraine for long-term financial investments and inefficient use of lending resources.

4. Based on the above mentioned, it is necessary to develop recommendations aimed at government
incentives to intensify bank innovative lending:

— exemption from taxation of bank profits received from innovative lending to borrowers;

— reduction of the current tax rate in relation to the profit of banks, obtained as a result of innovative
lending;

— granting banks the right to include the value of the mortgaged property (property rights) of the
borrower in the calculation of the amount of the reserve to reimburse possible losses on innovative loans in
the amount of not less than 50% of the market value of collateral,

— exemption from taxation of banks' profits resulting from lending to innovative projects of strategic
importance to the state;

— reduction of the norm of obligatory reservation of resources involved for a period of one year. This
will contribute to the formation of financial resources in the amounts and terms required for the
implementation of lending to the needs of innovative activities of the corporate sector; reducing the cost of
such loans for borrowers; increasing the level of innovation activity in the country.

Prospects for further development in this area of research are the development of measures for rational
use of lending potential of banking system to achieve the objectives for ensuring innovation development of
Ukraine’s economy.
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