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TRENDS IN THE DEVELOPMENT OF THE
BANKING SYSTEM OF UKRAINE UNDER
CONDITIONS OF MILITARY ACTIONS AND
GLOBALIZATION INFLUENCES

ABSTRACT

The banking system is a key issue for any state, as it provides access to capital for
businesses and individuals. The Ukrainian economy forms the mechanism of financial
and credit relations primarily through the banking system, which ensures the develop-
ment of not only the real sector of the economy but also all spheres and sectors. Ukraine
takes an active position on the way to European integration and globalization, as a result
of which its banking system is undoubtedly subordinated to the trends emerging in the
global dimension. However, the beginning and active development of military operations
on the territory of Ukraine creates additional challenges for the domestic banks, which
certainly should be taken into account and used to ensure national financial security.

The purpose of the research is determined by the need to identify trends in the devel-
opment of the banking system of Ukraine as the main subject of financial and credit
relations and determine further changes in the peculiarities of the model of financial
and credit relations under the influence of globalization challenges.

To achieve the goal, the methods of analysis of statistical information, graphic method,
cluster analysis, as well as general scientific methods, in particular: generalization, sys-
tematization, induction, deduction were used.

As a result of the research, the tendencies of global development of the banking system
of the world were established and the globalization challenges that form these tenden-
cies were determined, as well as the directions of development of credit relations in
Ukraine after the end of hostilities were determined. The practical value of the received
results consists in the formation of recommendations for banking institutions on the
further development after the termination of martial law in Ukraine and directions of
adaptation to globalization processes.

According to the results of the research, it is possible to state that during the last 5
years, the development of the banking system of Ukraine has been quite stable, which
is confirmed by the statistical analysis given in the work, it is also established that the
basis of the banking system consists of 5 largest banks, the position in the market of
which is quite stable. Consequently, the state should take measures to support these
institutions and ensure their stability under martial law.

Keywords: financial and credit relations, banking system, cluster analysis, lending
volumes, stability of the banking system

JEL Classification: D53, E44, E69, G19, G23, G28, 012

INTRODUCTION

On the way to globalization, Ukraine is undergoing reforms of the economy in general,
and the financial and credit system in particular. Financial and credit relations are im-
plemented through the banking system, which in turn has undergone a long process of
formation and improvement after Ukraine gained independence. Undoubtedly, globali-
zation challenges pose new tasks to the domestic financial and credit system, including:
reducing the number of inefficient banking institutions, increasing the level of public
trust in banks, increasing indicators of stability and reliability of banks, state support of

DOI: 10.55643/fcaptp.3.50.2023.3993


https://fkd.net.ua/
https://www.fta.org.ua/
https://doi.org/10.55643/fcaptp.3.50.2023.3993
mailto:andrei-andrei-70@ukr.net
https://orcid.org/0000-0002-6643-2418
https://orcid.org/0000-0003-3892-3823
https://orcid.org/0000-0003-0716-289X
https://orcid.org/0000-0002-1576-7189
https://orcid.org/0000-0002-1973-4181
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/

FINANCIAL AND CREDIT ACTIVITY: PROBLEMS OF THEORY AND PRACTICE
Volume 3 (50), 2023

the banking sector in financing socially and energetically important projects, reduction in the cost of capital, etc. However,
in the conditions of a full-scale war on the territory of Ukraine, the issues of internal financial security become the first
priority, and globalization challenges take a back seat. In order to understand the transformational trends in the financial
and credit system in the state, it is worth following the trends in the development of lending in Ukraine and identifying the
key players of the financial and credit market, as well as systematizing the changes that have taken place and are taking
place now in the banking sector. In addition, it is worth outlining promising directions for the further transformation of the
model of financial and credit relations in Ukraine. Undoubtedly, the state of war in Ukraine will slow down the process of
development of the banking and financial sector, but as practice shows, the situation in the banking sector is quite stable,
banks continue to provide services and serve businesses and individuals, which is especially important in the current
conditions. Moreover, the evolution of the financial system during the last decades shows the emergence of new trends
associated with the active position of Ukraine on international markets, as a result of which global trends have a significant
impact on the Ukrainian economy. It is important to take into account the following globalization challenges that affect the
Ukrainian financial system: the slowdown of economic growth, the weakening of ties between material production and the
financial sphere, the need for macro-financial stimulation of the national economy and certain spheres and industries. All
these forms a contradiction in the context of the prospects for the development of the national model of financial and
credit relations and general trends in the development of the world economy and financial systems.

Research Problem. The research issues are focused on identifying the main globalization challenges facing the national
credit and financial system, as well as on understanding the transformational trends characteristic of the Ukrainian credit
and financial system. Understanding the specifics of the impact of globalization on internal processes related to financial
and credit relations forms the basis of the study, and the analysis of statistical information will allow a better assessment
of the current trends in the transformation of the national model of financial and credit relations in Ukraine.

Research Focus. In the process of conducting the research, it is logical to focus on the current state of the financial and
credit system of Ukraine, analyzing it with the help of statistical data, as well as to determine the trends of changes in the
structure of the leading players in the market of credit services, which will make it possible to specify the current state
and prospects for further transformation national financial and credit relations under the influence of European integration
and globalization aspirations.

LITERATURE REVIEW

Banking relations form the so-called vascular system of any economy, as a result, they are always in the focus of scientists
who study the problems and prospects of development of the financial and credit system at the macroeconomic and
interstate levels. After the crisis of 2008-2009, as well as the COVID-19 pandemic, scientists are paying more attention to
the financial sector, as it is able to ensure the functioning of all other spheres and sectors of the economy. Since the
research is focused on revealing the peculiarities of the transformation of a national model of financial and credit relations
under the influence of globalization challenges, it is quite logical to analyze the scientists' views on trends of development
of global financial systems, to reveal the peculiarities of formation of financial and credit relations and banking services
through the prism of scientific works of leading researchers of the countries.

The peculiarities of the development of banking relations with the emphasis on the fact that the banking sector primarily
provides the real economy are considered in many scientific papers (Arefjevs et al., 2020; Cheung et al., 2022). Scholars
emphasize that the banking system is the foundation of the financial system and should provide individuals and businesses
with affordable capital (Ionescu, 2021; Li et al., 2022), as well as form the prerequisites for innovative business develop-
ment, investment promotion, etc. (Tian et al., 2022). Researchers express the view that the banking sector is focused
primarily on ensuring the development of the banking sector, to provide affordable capital for the development of different
areas of the economy.

From this follows another view, which is also actively developed by scholars (Kuznetsova et al., 2017; Ba et al., 2018;
Bucci et al., 2019) that banking relations should be primarily focused on innovative development, on the formation of
prerequisites for the efficient use of all types of resources This can be implemented by providing soft loans for the intro-
duction of energy-efficient technologies, the implementation of government programs for the development of housing
construction, banking incentives for the modernization of the equipment of companies operating in the real sector of the
economy.

In this context, the works of other scientists are interesting (Cornée, 2019; Liao et al., 2019), which justify the great role
of the banking and financial and credit sector of the economy in the formation of preconditions for the development of
large businesses, large industrial enterprises, because usually the implementation of large-scale projects, for example, in
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construction, engineering, the chemical industry may be unattainable for businesses without banking support. In turn,
other researchers (Tambovceva et al., 2021) also point to the importance of banking services also for the development of
small and medium businesses, which in many countries is the basis of the economy.

A separate area of research in the banking sphere is risk analysis and assessment. Scholars (Ascui et al., 2021; Buriak et
al., 2021) pay considerable attention not only to the diagnosis of risks but also to the development of measures to minimize
them. The main regulator that carries out banking supervision and control over compliance with risk requirements in the
banking system is the central bank of the state. Scholars (Chakraborty, 2019; Kuznetsova & Pohorelenko. 2021; Liu et al.,
2022) are in general agreement that bank supervision should balance the possibility of forming a free market for banking
services with compliance to minimize banking risks. Separate attention of scientists (Vagin et al., 2022; Voskolupov et al.,
2022) is paid to the problem of insurance of bank risks, and determine that this direction of financial relations is certainly
promising and deserves active development. The consequences of ineffective risk management in the financial and credit
system are also considered in the scientific literature (Hu et al., 2019; Landi et al., 2022), among the main consequences
they highlight significant inflation, significant growth of inefficient banking institutions and loss of confidence in banks. In
general, researchers suggest that effective financial risk management requires government regulation and significant gov-
ernment involvement in the development of the banking sector, but there is a balance to be struck here (Morales et al.,
2022; Nguyen et al., 2022) that will maximize the use of credit resources, but also provide a stimulating effect of banking
services on the real economy. In this context, it can be very productive to use the experience of leading countries of the
world in building a system of banking supervision (Xinran et al., 2022; Dunyoh et al., 2022).

It is difficult to imagine the modern world without information technology, given this, the undoubted advantage of banks
and the financial and credit system as a whole today is the use of modern digital tools to enrich the range of services
provided and also to protect information. Researchers are also actively investigating the implementation of modern infor-
mation technology in the banking sector (Luo et al., 2022; Luou, 2022).

For many researchers (Kharlanov et al., 2022; Mavlutova et al., 2021; Nandiwardhana et al., 2022) it is now clear that
information technology can facilitate the work of banking institutions, increase the efficiency of interaction between bank
employees and customers, and provide easier access to information about banking products. In addition, there are re-
searchers (Mavlutova et al., 2023; Wang et al., 2021) who are considering the problems of the need to retrain employees
and train them continuously to be able to interact with modern information technology in the banking industry.

The main trends in the market of information products for the financial and credit sector today are data protection tech-
nologies, cloud technologies, approaches to the development of financial products using information technology, features
of cryptocurrency applications, and the introduction of fintech in the classical banking system.

The problem of banking regulation by the state and determining the optimal directions of stimulation of the banking sector
by the central regulator attracts the special attention of scholars (Beltrame et al., 2022; Esmaeili et al., 2021).

Some researchers (Nguyen et al., 2022; Kumar et al., 2022) emphasize that the experience of Asian countries should be
used because they have shown to be highly effective in managing the banking system at the state level.

Some scholars (Mejia-Escobar et al., 2020; Murau et al., 2022) argue for greater centralization of banking supervision and
argue for stricter banking regulation, while some (Shakharova et al., 2022) argue on the contrary for minimizing govern-
ment regulation.

Global trends focus on ensuring compliance with banking laws, preventing financial frauds, and creating favourable con-
ditions for the development of the banking sector while maintaining a free market for financial and credit services.

The scientific literature raises a wide range of issues concerning the development and regulation of the financial and credit
sector of the economy, as well as the specifics of reforming the banking system under the influence of global trends in
different countries of the world.

AIMS AND OBIJECTIVES

In view of the substantiated relevance of the research and the literature review, the main purpose of the study is to identify
trends in the development of the banking system of Ukraine as the main subject of financial and credit relations and to
identify further changes in the specifics of the model of financial and credit relations under the influence of globalization
challenges. To achieve the goal, the statistical analysis of trends in credit relations between banks and natural and legal
persons should be carried out; trends in the development of the banking sector in Ukraine and further directions of the
response of the banking system of Ukraine to the globalization challenges should be identified.
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METHODS

General Background

In the modern world, the financial and credit system in general, and the banking sector, in particular, are developing in
accordance with the requirements of an economy that strives for globalization. In connection with aspirations of the
Ukrainian economy to European integration, business models and concepts of banking sector development are improving.
Banking activities go beyond the banking sector and penetrate into the sphere of tangible and intangible services. The
analysis of key areas and assessment of domestic banking institutions' capabilities in the transition to a new model points
to the emergence of the so-called digital bank, which becomes not only a financial institution but also ensures the use of
modern digital technologies to paint the banking service. Under martial law and post-pandemic trends, the financial and
credit system is characterized by: a focus on remote services; an increase in the cost of bank capital; investment in artificial
intelligence technology, and a desire to ensure risks in dealing with large customers. In this process of change of various
kinds, banks are faced with innovations that require the adaptation of many corporate processes. The rapid development
of technologies as well as a great variety of changes in the world market led to an intensification of a new process of
transformation of the financial and credit relations model under the influence of globalization and other described peculi-
arities, characteristic of the Ukrainian economy. The ongoing digital transformation and introduction of new technologies
raise the question of changes that traditional banks are undergoing. To fit into the market changes, they have to adapt by
rethinking and reforming the traditional system of service provision.

Sample / Participants / Group

The researchers of the study are not only financial and credit institutions, but also consumers of banking services, and in
the modern Ukrainian economy, they are almost all natural and legal persons.

Instrument and Procedures

The research toolkit consists of methods of working with statistical information, a graphical representation of the material,
and an analysis of data sets using clustering.

Data Analysis

In the course of the study were used as general scientific methods, in particular, analysis, synthesis, induction, deduction,
graphical representation of the material, generalization, systematization, comparison; and special, in particular, the method
of cluster analysis was used to group banking institutions by the criterion of stability of their financial condition.

The method of statistical data analysis was also used, which allowed identifying general trends in the development of the
domestic banking system and establishing the problems accompanying its development.

RESULTS

The basis of the financial and credit system of Ukraine is the banking system, which even in conditions of full-scale war is
not only functioning but provides a sufficient level of information security and performs all the functions assigned to it.
And one of these functions is to provide credit resources to both individuals and businesses. Certainly, with the beginning
of the full-scale war in Ukraine the volume of the given-out credits has essentially decreased, however tendencies of
development of the domestic financial-credit relations, realized through the bank system, are subordinated to the world
changes of vectors of development of bank crediting.

The current state of the banking sector in Ukraine is primarily due to martial law and the need for banking institutions to
adapt to military realities. As of the beginning of 2023, 67 banks were operating in Ukraine (Ministry of Finance, 2023). It
should also be taken into account that in June 2022 the NBU discount rate was increased from 10 to 25% (Ministry of
Finance, 2023), which resulted in the appreciation of capital in the interbank market, which also affected the cost of loans
for individuals and legal entities. As a result of the introduction of martial law and extremely high risks, the volume of
lending decreased significantly with a significant increase in lending rates.

At the same time, the refinancing rate in 2023 is 27% per annum, which is the result of high inflation and leads to
saturation of the Ukrainian market with expensive capital, which could be a significant test for Ukrainian enterprises under
martial law.
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The analysis of SBU measures aimed at maintaining the liquidity of commercial banks deserves separate attention. Yes,
based on Figure 1, we can observe a significant increase in the volume of operations to mobilize funds of banks, which
are a tool to support the banking system under martial law and the high cost of capital.
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Figure 1. The volume of NBU operations related to the support of the banking sector of Ukraine. (Source: National Bank of Ukraine, 2023)

When spending to maintain bank liquidity, it is important to maintain balance and not spend heavily on government
reserves (Figure 2). As the statistics show, most of the spending of reserves took place in the first half of the full-scale
war, but by early March 2023, they had been restored almost to the level of February 2022, which is evidence of positive
trends in the economic situation in the state even under martial law.
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Figure 2. Dynamics of international reserves. (Source: National Bank of Ukraine, 2023)
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To understand the peculiarities of domestic lending, it is advisable to turn to the analysis of statistics. Figure 3 shows the
dynamics of the amount of loans granted to business entities and funds attracted from them.
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Figure 3. Dynamics of the amounts of loans granted to business entities and funds raised from them in 2016-2021 (Main performance
indicators of banks, 2023). (Source: Ministry of Finance, 2023)

According to the statistical data shown in Figure 1. it is clearly possible to trace inverse trends in the processes of lending
to the activities of business entities and raising funds from them. Accordingly, the amount of loans decreased from 710
billion UAH in 2016 to 415 billion UAH in 2021. The amounts of attracted funds, on the contrary, increased from 283 billion
UAH in 2016 to 525 billion UAH in 2021. This state of the banking services of the business sector influenced the growth of
the cost of attracting credit funds in their activities. And the position of capital savings through banking services is the
most affordable and safest form of passive income of business entities. It should be taken into account that the cost of
capital in Ukraine is one of the highest compared to other European countries. This is due to the high discount rate of the
National Bank of Ukraine's high risks that are taken into account both at the state level and at the level of each individual
banking institution. This can be considered one of the main reasons for the reduction of lending to business entities. Also,
it should be emphasized that even in the period of quarantine restrictions and the slowdown of economic processes as a
result of the COVID-19 pandemic, there was no significant reduction in the volume of loans provided to legal entities,
which indicates the relative stability of the banking sector of Ukraine but reflects the high risks.

To form a complete picture of the state of credit relations in Ukraine it is necessary to analyze the dynamics of loans to
individuals. Figure 4 shows the dynamics of the amounts of loans granted to individuals and the funds attracted from
them.
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Figure 4. Dynamics of the amounts of loans granted to individuals and funds attracted from them in 2011-2021. (Source: Ministry of Fi-
nance, 2023)
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The growth rates of individuals' deposit funds also show a positive trend over the period under review. This indicates
sufficient confidence of the population in the banking system, as well as the need for credit funds after the COVID-19
pandemic. At the same time, we should pay attention to the volumes of household deposits, which significantly exceed
the volume of lending.

After the analysis from the perspective of legal entities and individuals, it is logical to pay attention to the generalizing
indicators of the state of the banking system of Ukraine (Table 1).

Table 1. Main indicators of the banking system of Ukraine, 2016-2021. Main performance indicators of banks, 2023. (Source: Ministry of
Finance, 2023)

Indicators 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Number of operating banks 176 176 180 163 163 145 117 96 82 77 75

Total balance sheet figures (billion UAH)

Total assets 970 1075 1179 1283 1388 1477 1571 1737 1840 1911 1983
Net assets 1028 1068 1109 1149 1190 1290 1254 1256 1334 1360 1494
Shareholders' equity 123.7 163.5 161.0 155.1 199.8 103.7 123.8 163.6 161.1 155.0 199.9
Liabilities 1132.4 | 1172.10 | 1172.9 1204.6 1293.3 1150.7 1132.5 1172.8 1172.7 1204.7 1293.4
Financial result -159.3 -24.3 -25.6 23.1 63.5 -66.6 -159.4 -24.4 -25.7 23.0 63.6
Return on assets, % -22.27 -19.65 -17.04 -14.43 -11.81 -5.46 -12.60 -1.94 -1.93 1.69 4.26

When analyzing banking statistics, special attention should be paid to the indicator of the number of banks and the
efficiency of their activities. We see that after a significant reduction in the number of banks in the period 2016-2019, the
total indicators of their losses also decreased so that the banking system was reorganized so that unprofitable banks,
whose activities had a negative impact on the reputation of the Ukrainian banking system, left the market. However, even
despite the reduction in the number of loss-making banks, the modern lending activity of Ukrainian banks has a major
negative feature as an increased risk due to such factors:

= the uncontrolled intensity of capitalization of production relations, which entailed negative socio-economic conse-
quences, and in conditions of the high cost of capital the relevance of the issue of intensification of financial and
credit relations is growing;

. insufficient structuring of credit and financial markets (the main mass of credit organizations are the structures that
could not define their own professional orientation, i.e., the unified banks);

= aggravation of the solvency crisis of manufacturing enterprises and organizations that are strategic clients and bor-
rowers of banks, and in conditions of martial law and the need to reduce the activities or relocate businesses, this
factor becomes especially significant;

. absence of institutional and financial conditions for mortgage lending to individuals and legal entities, which restrains
the activity of strategic and financial investors that could provide the market with quality and affordable housing;

= lack of practical experience and professional training of specialists for working in the conditions of functioning of
banking institutions during the martial law;

= the significant strain on the material and technical base of the banks as a result of rocket attacks on the energy
infrastructure;

= the need to constantly ensure the protection of information under conditions of potential attacks on the information
space of the banking sector.

All these factors affecting the credit activity of banks influence the efficiency of their functioning and, respectively, on the
contrary, the stable activity of the bank becomes the basis for the realization of its profitable credit activity subject to
minimization of risks, which as a result directly affects the efficiency of financial and credit relations to the state. In order
to carry out an objective assessment and gradation of levels of efficiency of domestic banks, as well as to determine how
exactly the transformation of the financial and credit system took place in the dynamics, it is appropriate to apply economic
and mathematical methods of analysis, in particular the method of cluster analysis, which will group the banking institu-
tions, according to the indicators of their financial stability. Clustering is a mathematical procedure of multivariate analysis,
which allows on the basis of many indicators (both objective and subjective), characterizing the selected objects, to group
them into classes (clusters) so that the objects included in one class, were more homogeneous, similar in comparison with
the objects included in other classes.
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The main task of cluster analysis is to determine the similarity between the objects of the study and group them into
clusters according to a certain criterion. The solution to the problem of cluster analysis is to form groups that satisfy the
optimality criterion. Consequently, the generalized stages of cluster analysis in the context of dividing the population of
banking institutions into groups can be presented as follows:

1.  Formation of initial data, justification of criteria for selecting objects and indicators.

2. Decision-making: determination of the required number of clusters, choice of clustering method, calculation of
research volume (whether all observations should be used, whether certain subsamples should be excluded).

3. Analysis of obtained results.

In order to trace the process of transformation of financial and credit relations at the state level, we should pay attention
to the analysis of the most powerful banking institutions that directly provide financial and credit services and constitute
the basis of the financial system of the state. The seven largest banks of Ukraine were selected for analysis, the volume
of assets of which is more than 1 million UAH as of the end of 2021. The list of these banks includes CB PrivatBank JSC,
Oshchadbank JSC, Raiffeisen Bank Aval JSC, Procredit Bank JSC, FUIB JSC, UkrSibbank JSC, and OTP Bank JSC. Also,
these banks are leaders in the market of lending to both legal entities and individuals.

In order to group the banks, the financial condition indicators, which most fully reflect the situation in the banking sector,
were chosen:
= coefficient of reliability (X1) - assessment of independence and sustainability in terms of changes in the market;

= coefficient of credit coverage by own capital (X2) - reflects the risk of insolvency, means the bank's ability to meet
its debts and sign of its solvency;

= coefficient of bank's solvency (X3) - reflects the stability of the bank's activity and demonstrates the ratio between
its expenditures and income, which characterizes the potential for development and protection of the bank's activity

= the return on equity ratio (X4) reflects the efficiency of the bank's equity capital and indicates the efficiency of its
management.

The data for the analysis are formed on the basis of the results of the activity of the group of banks in 2021 and 2011.
The input information for the cluster analysis is presented in Table 2.

Table 2. Input information for cluster analysis. (Source: Ministry of Finance, 2023)

Bank name X1 X2 X3 X4
2021
JSC CB PrivatBank 0.21 0.24 0.32 0.16
JSC Oschadbank 0.08 0.10 0.97 0.01
JSC Raiffeisen Bank Aval 0.16 0.20 0.48 0.77
JSC Procredit Bank 0.20 0.27 0.46 0.49
JSC FUIB 0.20 0.21 0.58 0.79
JSC UkrSibbank 0.15 0.15 0.59 0.51
JSC OTP Bank 0.21 0.22 0.44 0.41
2011
JSC CB PrivatBank 0.17 0.21 0.21 0.19
JSC Oschadbank 0.10 0.17 0.83 0.14
JSC Raiffeisen Bank Aval 0.19 0.23 0.36 0.53
JSC Procredit Bank 0.23 0.23 0.49 0.82
JSC FUIB 0.25 0.18 0.64 0.65
JSC UkrSibbank 0.18 0.17 0.83 0.79
JSC OTP Bank 0.19 0.26 0.45 0.59

In this paper, the years 2011 and 2021 are chosen for comparison, because, according to the authors, it was in this decade
that the most significant transformations in the banking sector of Ukraine took place. In addition, starting from 2011, the
number of banking institutions in Ukraine began to decrease, and the policy of the National Bank of Ukraine was to focus
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on intensive rather than extensive development of the banking sector. Therefore, we should assess how the structure and
cluster distribution of the most powerful banks in Ukraine has changed.

As a result of the cluster analysis by the agglomerative method of average linkage, first, the distance (similarity) matrix
was calculated. After that, on the basis of the calculated distances the objects were grouped into clusters by Ward's
method. The result of grouping banks into clusters according to the selected indicators of financial condition assessment
in 2021 and 2011 is reflected in the tree diagrams (Figures 5, 6).
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Figure 5. Dendrogram of banks clustering by indicators of assessment of their activity in 2021.
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Figure 6. Dendrogram of banks clustering by indicators of assessment of their performance in 2011.
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Obviously, according to the presented results of the cluster analysis of banks is that the greatest differences in the state
of clusters are noted in accordance with the composition of clusters, but it does not differ significantly. The level of banks'
solvency and the state of their reliability are determined approximately at the same level.

So, in 2021 we obtained the following composition of clusters, according to the grouping of banks by the criterion of their
financial condition:

= the first cluster - is characterized by the low efficiency of functioning of the banking institution, however, by the
presence of significant volumes of reserves, the only bank in the cluster is JSC “Oschadbank”. Since Oshchadbank
JSC is a state bank, it can be referred to banks of strategic importance for Ukraine and, taking into account its
specifics, it is quite logical to note that this bank forms a separate cluster;

= the second cluster - banks with high indicators of stability and results of the efficiency of functioning of banking
institutions. The representatives are JSC Raiffeisen Bank Aval and JSC FUIB. The banks grouped in this cluster can
be characterized as stable but too progressive; these are classic banking institutions focused on the strategy of
market retention without aggressive actions to strengthen their own position;

= the third cluster - banks with a higher average level of efficiency of functioning, which include CB PrivatBank JSC,
Procredit Bank JSC, UkrSibbank JSC and OTP Bank JSC. The banks of this cluster form the basis of the banking
system of Ukraine and are the most active players in the market of credit services, have an active strategy for
promoting their products in the market and significant prospects for development, with minimal influence of martial
law on them.

The results of clustering in 2011 gave a similar result, but the composition of clusters was slightly different:

= the first cluster consists also of one JSC “Oshchadbank”;

= the second cluster consists of JSC “Procredit Bank”, JSC “UkrSibbank” and JSC “FUIB”. These are banks with high
indicators of stability, but limited opportunities for active development;

= the third cluster is represented by JSC Raiffeisen Bank Aval, JSC CB PrivatBank, and JSC OTP Bank. In fact, in 2011
these banks were market leaders, and their performance indicators were slightly above average.

If we analyze the dynamics of the structure of clusters, it becomes evident that the basis of the banking system and the
provision of financial and credit services are JSC “CB “PrivatBank”, JSC “Procredit Bank”, JSC “UkrSibbank” and JSC “OTP
Bank”. However, the main transformation processes are more related not to the structure of clusters, but to the positioning
of banks in the market and their current state under martial law. In addition, it should be focused on the fact that among
the totality of the studied banking institutions JSC “Oshchadbank” formed a separate cluster characterized by low-perfor-
mance indicators and having certain violations in the financial condition as well, but this bank is strategically expedient for
the state. Its further reform with the identification of the peculiarities of the implementation of the bank's lending activities
will improve the efficiency of the state's systemic bank management through the introduction of adequate measures to
the state and the situation.

So, summarizing the results of the conducted research, it can be stated that the main transformational trends in the model
of financial-credit relations are related to the state regulation of the banking system and first undergo considerable changes
as a result of martial law and active combat operations in Ukraine, whereas in the last 5 years, the situation in the financial-
credit services market was rather stable and even the pandemic had no significant influence on the volumes of granting
financial loans.

The globalization challenges facing the Ukrainian economy set the trends of development of the banking system and
transformation of the financial and credit system (Popp et al., 2021; Lurie et al., 2021;). In the context of the current
situation in Ukraine related to martial law, the global trends will also form a vector of prospective development, within
which the main directions of further reforming of the national financial and credit sphere can be defined:

. use in the financial and credit sector and stimulation through the active implementation of energy-saving technolo-
gies, which is actualized by the presence of significant destruction in the energy system of Ukraine as a result of
rocket attacks;

= strengthening of the role of reliable banks in the banking sector, which was confirmed by the cluster analysis, which
proved that even in case of a reduction of the number of banking institutions in the market, the leading banks holding
stable positions in the Ukrainian market for a long period of time are of the highest confidence. Obviously, under the
influence of global challenges it will be easier for these stable banks (representatives of the third cluster according
to 2021 data) to hold their positions, while the task of the state in this context is to provide support to these very
banks in the first place;
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= supporting public confidence in banking services, in Ukraine the situation with confidence in the banking system is
quite positive, which is confirmed by the statistical data presented in the study, so a global challenge can be consid-
ered the need to support the trends of increasing public confidence in the banking system;

= reduction of financial risks for banking institutions, but it is very difficult to achieve this task in the conditions of war.
The problem of risk minimization will be more relevant to the financial and credit sphere after the end of a full-scale
war on the territory of Ukraine.

To understand the globalization challenges facing the Ukrainian financial and credit system, it is necessary to carry out a
generalizing assessment of the main trends in the development of the banking systems of the world, as a result of which
it becomes possible to specify such trends that have emerged in recent years:

. consolidation of banks and other financial organizations based on the wave of mergers and acquisitions in the world
markets, the resulting formation of transnational financial groups, which sets the trend for the merger of Ukrainian
banks with major international banking institutions;

= expansion of the range of banking operations and spheres of their activities, diversification of the banking institutions'
activities, taking into account new trends and informatization of this sphere, including the application of financial
technologies and active promotion of cryptocurrencies in the financial life of foreign countries

= aggravation of competition at the banking service markets due to market saturation;

= the emergence of new banking products in accordance with the conditions of development of the real sector of the
economy;

= changes in the territorial structure of the global banking system, the emergence of new big players, e.g., Chinese
banks;

= strengthening of the banking supervision and development of the regulatory function of the state under the conditions
of crisis (which proved its efficiency as a result of the recovery from the world financial and economic crisis in 2008
- 2009);

= orientation of the world banking system to the development of free competition and the accent and ensuring nature
of the financial system for other economic spheres;

. formation of the institutional framework for the functioning of the international banking system, including suprana-
tional regulatory institutions (the European Central Bank) and the regulatory framework for the functioning of banks
in the international markets;

= strengthening the attention of international financial organizations to the issues of financial monitoring and combating
money laundering.

All these tendencies, of course, are also typical for the Ukrainian financial and credit sector, given Ukraine's justified
aspirations for European integration.

Certainly, the beginning of the full-scale war on the territory of Ukraine has made its adjustments in the development of
the model of financial and credit relations and their present tendency was detailed in the article. In general, the globaliza-
tion of the economy and, as a consequence, the liberalization of capital flows led to an increase in the dependence of
national financial systems on the foreign economic crisis (Ionescu, 2021). This has been facilitated by the influx of mone-
tary innovation in banking technology, which has led to the diversification of monetary services. In the future, globalization
challenges and further transformation of national banking systems will lead to the need to adapt to such conditions:

= unification of norms and standards for the development of the banking and financial-credit services market;

= liberalization of the banking sector;

= internationalization of banking capital;

= development of a global virtual market for banking services;

= the tension of banking competition;

= protectionism;

= development of information technology in the banking sector;

= strengthening of the role of banks in the recovery of the Ukrainian economy after the war;

. strengthening of the role of international organizations, transnational banks in the global economy and the economy
of Ukraine.
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Consequently, states involved in world processes are in one way or another affected by globalization. Its consequences
affect all areas of society. The banking sector is one of those areas of national economic development where the impact
of globalization is more pronounced with shorter time intervals and all processes occur rather quickly. Considering all
positive sides of a such vector of global development, Ukraine must realize the economic policy directed on forming of
innovative economy, reduction of dependence on expensive investments, stimulation of development of technologies and
innovative goods inside the state. It is necessary to use domestic resources, direct bank capital to the development of
industry, agriculture, and transport infrastructure.

DISCUSSION

The modern Ukrainian banking system is characterized by the need to adapt to the difficult economic conditions caused
by martial law, however, the banking system has undergone significant transformations in the last decade, as a result of
which the number of banks operating in Ukraine has been reduced by almost half, and the strongest and most viable
players have remained in the market. The study allowed us to confirm the opinion of many scholars (Beltrame et al., 2022;
Dunyoh et al., 2022; Lurie, et al., 2021; Shakharova et al., 2021) that the banking sector is one that supports the produc-
tion sector and is designed to generate financial resources for business development and increase temporarily free funds.

The literature (Cornée, 2019; Voskolupov et al., 2019) also suggests that the banking sector should be strictly regulated
by the state, but this statement is debatable since a market economy is characterized by ensuring the stable development
of the banking sector under the influence of free-market laws, while the state performs control and regulatory functions
without actively interfering with the activities of banks that do not violate the current legislation.

CONCLUSIONS

Based on the results of the study, it is possible to assert that Ukraine, as a full participant in European economic life, is
subject to the trends characteristic of the global financial and credit system, and accordingly, globalization challenges have
a significant impact on the formation of the vector of development of the national banking system. The paper proves that
the banking system has developed quite steadily over the past 10 years, as evidenced by the analysis of statistical data,
and the cluster analysis has shown that the basis of the banking services market is made up of several of the most powerful
banks that have won the trust of the population and have been holding their positions for a long period of time. The study
also revealed which trends are characteristic of the Ukrainian banking system and which of them will be particularly relevant
for the Ukrainian economy after the end of the war in Ukraine. In particular, it is determined that the modern banking
system of Ukraine is characterized by the following processes: consolidation of banks and other financial organizations on
the basis of a wave of mergers and acquisitions in the world markets; expansion of the range of banking operations and
areas of their activities, diversification of banking institutions; intensification of competition in the banking services mar-
kets; the emergence of new banking products; change in the territorial structure of the world banking system, emergence
of new major players, such as Chinese banks; strengthening of the banking.

The study identified trends in the development of the banking system of Ukraine, in particular, it was found that the
number of banks is decreasing, and the banking sector is becoming more stable and implementing approaches to risk
management at various levels. To achieve this goal, a statistical analysis of trends in the development of credit relations
between banks and individuals and legal entities was conducted; sustainable trends in the development of the banking
sector in Ukraine and further directions for the Ukrainian banking system to respond to globalization challenges were
identified.
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TEHAEHUII PO3BUTKY BAHKIBCbKOI CUCTEMU YKPAIHU B YMOBAX BOEHHMX AI TA
rNOBANI3ALUIAHUX YNJIUBIB

MpobnemaTtnka po3BUTKY (PiHAHCOBO-KPEAUTHOI CUCTEMM € KIIOHOBOIO AN 6yAb-gKOi AepXaBu, OCKiIbKM BOHa 3abe3neuye
Joctyn go kanitany ans 6isHecy Ta disnuHux ocib. YkpaiHcbka ekoHoMika hopMye MexaHi3M (iHaHCOBO-KpeaMTHUX Bia-
HOCWH Y nepluy vepry yepe3 6aHKIBCbKY cuCTeMy, sika 3abe3neyye po3BUTOK HE NLLE peanbHOro CEKTopa eKOHOMIKW, ane
1 ycix cchep Ta ranysen. YkpaiHa 3aiiMa€e akTMBHY NMO3KLit0 Ha LWNSXY A0 EBPOIHTErpalii Ta rnobanisadii, y pesynbTati 4oro
ii 6aHKiBCbKa cucTeMa 6e3yMOBHO MiANOpsAKOBaHa TEHAEHUIAM, WO BUHMKAIOTb Y rnobanbHOMY BuMipi. MNpoTe, 6e3yMoBHO,
MoYaToK Ta aKTUBHWI PO3BUTOK BOEHHMX i HA TepUTOpIi YKpaiHu CTBOPIOE A0AATKOBI BUKIIMKM [/ BITUM3HAHUX BaHKIB,
AKi HeobXiaHO 060B'A3KOBO BpPaxoByBaTW Ta BUKOPUCTOBYBaTH AN 3abe3neyveHHs HauioHanbHOi iHaHcoBOI 6e3neku.

MeTol AOCNIAKEHHS BU3HAYEHO HEOBXIAHICTb BUSIBNEHHS TEHAEHLN po3BUTKY BaHKIBCbKOI cucTeMu YKpaiHM SIK OCHOB-
HOro cy6’ekTa (piHaHCOBO-KPeAUTHMX BiAHOCUH Ta OKPEC/NIEHHS NOAasbLUMX 3MiH B 0COBMIMBOCTSIX PO3BUTKY Mogeni diHaH-
COBO-KpeANTHUX BIAHOCKH Mia Aieto rnobanizauiiHuX BUKIKKIB.

[ns AOCSrHEHHS1 METU BUKOPUCTAHO METOA aHani3y CTaTUCTMYHOI iHdopMaUii, rpadiuyHuniA MeTOA, KNacTepHWUIA aHanis, a
TaKoX 3arasfibHOHayKOBi MeTOAM, 30KpeMa: y3arasibHeHHsl, cuctemMaTusadii, iHayKuii, aeaykui.

Y pe3ynbTaTti NpoBeAeHHS AOCNIMKEHHS BCTAHOBMIEHO TeHAEeHLUii rnobanbHOro po3BUTKY (iHaHCOBO-KpeaMTHOI cucTemm
CBITY Ta BM3HAYeHO, SKi rnobanisauiiiHi BUKIWKK Ui TeHAeHLUIi GopMYIoTb, @ TakoX BU3HAYEHO, SKUMU MOBUHHI BYTW Ha-
NpsiIMK po3BUTKY (hiHAHCOBO-KPEAUTHUX BiAHOCUH B YKpaiHi Nicns 3aKiHYEHHS BOEHHMX Ailt. MpakTUUHEe 3HauyeHHs oTpuUMa-
HMX pe3ynbTaTiB nonsrae y opMyBaHHi pekoMeHaauili Anst 6aHKIBCbKMX YCTaHOB LLOAO NOAASbLLOrO PO3BUTKY Nicns 3a-
KiHYEHHS1 BOEHHOIO CTaHy B YKpaiHi Ta HanpsaMiB aganTadii Ao rnobanisauiiHux nNpoLecis.

3a pesynbTaTaMu AOCNIAXEHHS € MOXJ/IMBICTb KOHCTaTyBaTy, O NPOTAMOM OCTaHHIX 5 pOKiB pO3BUTOK HaHKIBCbKOI cuC-
Temu Ykpainu 6yB UinkoM cTabifibHuM, WO NiATBEPMKEHO HaBeAeHUM Yy pobOoTi CTaTUCTUYHUM aHanNi30M, TakoX YCTaHOB-
JIEHO, LIO OCHOBY 6aHKIBCbKOI CUCTEMU CKMAZAOTb 5 HaNbiNbLIMX 6aHKiB, NMO3WMLIS HA PUHKY SIKUX € [OCUTb CTabiNbHOLO,
OTXe, AepXasi CNif Y>XKMBATU 3ax04iB AN NATPUMKM LMX YCTaHOB Ta 3abe3neyeHHs iXHbOoi CTabinbHOCTi B YMOBax BOEH-
HOro CTaHy.

KnwouoBi cnoBa: (iHaHCOBO-KpeaWTHi BigHOCMHK, GaHKIBCbKAa CMCTEMA, KIACTEpHMIA aHani3, obcsarv KpeauTyBaHHS,
cTabinbHicTb 6aHKIBCbKOI CMCTEMM
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