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REGULATION OF THE LENDING MARKET AND PROSPECTS  
OF FINANCIAL SECTOR STABILIZATION IN UKRAINE  

Abstract. Current issues of non-bank lending by financial companies and the vision of the 
future regulation of their activities outline in detail the developments set out in this article. Changes 
in the volume of lending in the non-banking financial market are analyzed. The analysis of the 
concentration level of loans by the amount of concluded agreements is carried out. The future vision 
and mission of the financial sector of the economy are formed. Criteria for assessing the required 
degree of supervision of a credit company are defined. In the study, we used general and specific 
economic methods, as well as a basic research approach, which allowed us to determine the 
economic nature of the financial sector and the scope of lending to agricultural enterprises.The 
goals of realization of an economic growth strategy for the perspective period for the achievement 
of the European standards in the financial market are offered. Financial support for current activities 
and promising economic development in Ukraine still remains a significant problem. Expanding 
access to financial resources of agricultural entities may be one of the factors for the development 
of Ukraine’s economy. The main goal of the National Bank is to introduce a risk-oriented approach 
in the licensing and supervision procedures of the non-bank lending market, which will allow it to 
develop and ensure compliance with the rights and interests of customers. It is proposed to maintain 
the procedure for agreeing significant participation for financial companies as a key element in 
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verifying the transparency of ownership structures and the impeccable business reputation of 
owners. The scientific novelty of the obtained results is represented by a set of theoretical and 
practical aspects of the study, namely proposals for the current state of lending and 
recommendations for supervision in the financial market of Ukraine.  

Keywords: lending, financial sector, financial sector regulators, non-bank lending, 
stabilization. 
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Introduction. Both banks and financial companies that serve non-financial corporations and 

households without additional financial investments can afford the use of financial technologies  
[3, . 45].  

Existing administrative barriers and shortcomings in the current legislation complicate and 
significantly increase the time for non-banking institutions to enter the financial services market. In 
order to provide financial services, non-banking institutions need to go through a double procedure: 
enter information about the company in the Register of Financial Institutions and obtain a license to 
provide financial services. Non-bank lending in Ukraine and around the world is considered as an 
alternative. 

Analysis of recent research and problem statement. Challenges financial sector of the 
economy is studied in articles by Lerner and Tufano (2011), Levine (2002), Llewellyn (2018), 
Shubalyi (2008). Yakubiv (2019). Thanks to their efforts, the credit market was analyzed, foreign 
experience and prospects for the introduction of new lending instruments in Ukraine were outlined. 
In particular, Onyshchenko [10] offers the author’s position on the vision of the modern 
development of bank lending as a basis for financial intermediation in Ukraine. Shkliar [11] pays a 
lot of attention to the problems of credit markets. Many scientists focus on their research to solve 
modern problems of lending through special mechanisms, concepts, and more.  

Despite the sufficient theoretical basis of research on financial technologies development, 
empirical works are presented fragmentarily and do not allow to determine the range of stimulators 
or dissimulators of financial sector development in terms of digitization. The need for credit market 
analysis and development remains in the field of view of researchers and analysts constantly. All 
this is of scientific and practical interest for further study.  

The purpose of the article is to study the peculiarities of credit market regulation and 
prospects of financial sector stabilization in Ukraine.  

Research results. The volume and structure of involved financial and credit instruments are 
also determined by the general financial and economic situation in the country taking into account 
the needs [1, . 123; 2, p. 37; 4, . 211] at a certain stage of economic development, which 
determines the importance of further research on the state and trends of financial and credit 
instruments for ensuring effective functioning of the residential real estate market in the conditions 
of Ukraine’s economy development [5, . 138].  

The greatest effect on credit market have the instruments with the influence of which the 
banks have to work all the time that is instruments of open market operations policy REPO 
transaction rate and certificate-of-deposit rate) and the mandatory reserves policy rate of mandatory 
reserve) [10, . 42]. 

The system of mortgage lending combines the real estate market and the financial market, 
therefore, it is characterized by the risks of these markets: market, credit and operational risks, as 
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The new model of regulating the activities of financial companies providing lending services 
should provide opportunities for a sustainable and harmonious development of this segment of the 
financial market in Ukraine, as well as ensure compliance of credit companies with the rules of 
good market behavior. 

The National Bank considers it expedient to establish a single prudential requirement for 
financial companies — compliance with the minimum level of equity. Financial companies will 
maintain capital at 3 million UAH if only lending services are provided, or UAH 5 million if a 
financial company plans to provide two or more financial services. 

This requirement will ensure the sustainability of companies and help create conditions for 
them to attract funding. At the same time, this will make it impossible for insolvent companies to 
operate in the market. 

Approximately, the criteria for assessing the required degree of supervision of the credit 
company’s activities will include, in particular: book value of assets; market share of the credit 
company; a number of previous violations of the law. 

Institutionally capable financial sector regulators apply common approaches and coordinate 
efforts for effective individual and consolidated supervision of the financial sector, regulatory 
influence, proportional regulation, transparency and stimulation of competition, and control of 
concentration in the financial market. The mission of the financial sector of the economy is shown 
in Fig. 5.  

 

 
Fig. 5. Seeing of the future vision and mission of the financial sector of Ukraine’s economy  

Source: created by authors. 
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Reforms have been carried out in all segments of the financial sector — in the banking 
sector, non-banking financial institutions, capital markets: all segments of the financial market have 
been cleared of troubled institutions, increased solvency of participants, strengthened financial 
system stability, restored customer confidence in market participants. Ukraine’s financial sector is 
transparent, competitive, stable, high-tech, profitable, and diverse. Compliance with EU standards 
in terms of consumer protection, licensing, supervision, and control, restoration of a solvency of 
financial institutions, application of measures of influence, withdrawal from the market of troubled 
financial institutions is also ensured. The supervision of insurance market activities has been 
strengthened. Agricultural producers are provided with high-quality insurance protection, state 
planning and regular financing of subsidized agricultural insurance programs in Ukraine have been 
introduced. A transparent and stable market of mutual crediting was created, the directions of 
economic activity of credit unions were improved and expanded. In order to minimize risks in the 
financial markets and protect the rights of investors at the legislative level, the regulation of rating 
agencies and benchmark administrators is regulated in accordance with EU standards. 

Construction of a new system of regulation and supervision should include: 
– easy access to the market — minimum conditions are needed to enter the market to ensure 

the presence of honest players, but these conditions should not be unjustified obstacles to starting a 
business, developing competition or innovation; 

– business plan for starting the activity — the basis of the activity and the main document 
for obtaining a license should be a business plan that will reflect the company’s vision of its 
development in the future market and plans to attract customers and make a profit; 

– new opportunities — expanding access to financing from third parties and allowing 
financial companies to carry out activities other than the provision of financial services, will create 
new opportunities for business development; 

– transparency and impeccable business reputation — only those financial companies will 
operate in the market, the owners of which have significant participation and ultimate beneficial 
owners have been disclosed. Only owners and executives with an impeccable business reputation 
will be admitted to the market; 

– consumer protection — the National Bank of Ukraine will exercise enhanced supervision 
over the observance of consumer rights, which are the main borrowers of financial companies; 

– solvency — the requirement for the capital of a financial company will ensure the entry 
into the market of financially viable players, the stability of financial companies and make it 
impossible to operate in the market of insolvent companies; 

– quality reporting — financial companies will compile and submit reports according to 
updated standards, which will allow to objectively assess the financial performance of financial 
companies. 

Ensuring a transparent ownership structure of all financial institutions will be one of the key 
requirements of the new regulation. It is proposed to maintain the procedure for agreeing significant 
participation for financial companies as a key element in verifying the transparency of ownership 
structures and the impeccable business reputation of owners.  

Conclusions. The goals of the strategy until 2025 are to promote the sustainable economic 
growth of Ukraine, ensure macrofinancial stability, increase the reliability and manufacturability of 
the financial system, achieve European standards in the financial market, increase confidence in the 
financial market, implement the EU — Ukraine Association Agreement and other international 
treaties. 

One of the tasks of the National Bank should be to ensure effective protection of the rights 
of consumers of non-bank loans. At the same time, although individuals are the least protected, 
legal entities and individual entrepreneurs also need protection, as they may be subject to 
infringement by a financial company as a borrower or user of other financial services. Mandatory 
requirements for lenders should be introduced to indicate in the loan advertisement a warning about 
the risks associated with obtaining the loan (including in the event of late repayment). Establish 
specific requirements or restrictions that are preceded by a detailed analysis of real lending models. 
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Such analysis should include, in particular, an assessment of the return on assets of financial 
companies, the amount of problem debt, the amount of recovery on problem debt. 

In carrying out their activities, financial companies must take into account the real financial 
condition of the borrower, its creditworthiness, and the ability to service debt. This will help 
improve the quality of the loan portfolio of financial institutions themselves, as well as protect the 
rights of borrowers. 

During the development of regulations in the field of financial monitoring, the National 
Bank should form requirements and expectations for the construction of an appropriate internal 
system to prevent the use of the services of a credit company, the purpose of which is money 
laundering or terrorist financing. Regulations should contain risk criteria (increased areas of 
attention), which the financial company must take into account when building a procedure for 
proper customer due diligence, detection of suspicious transactions, etc. Supervision in the field of 
financial monitoring will be risk-oriented and with inspections only if necessary. This will avoid the 
over-regulation of the market and stimulate further development of this financial services sector. 

Electronic identification and verification need special attention. Currently, remote 
verification and identification of the client during the conclusion of the loan agreement is mainly 
carried out using the BankID system using electronic signatures. Today, 14 banks are connected to 
the BankID system (the number of banks is constantly growing) and many non-banking institutions. 
Non-banking institutions will also be able to use data obtained through the National Bank’s BankID 
to verify their customers. 

The National Bank will also facilitate financial institutions’ access to customer credentials in 
state registers. At the same time, the National Bank, as a regulator, must be aware of the risks 
inherent in remote verification methods, the biggest of which is fraudulent use of other people’s 
data. 

The new regulatory model will ensure the functioning of an efficient and transparent non-
bank lending market by financial companies, as well as its harmonious development. The 
introduction of this model will help eliminate the negative factors that hinder the development of 
non-bank lending by financial companies, and will protect the rights of customers. Establishing 
rules of fair market conduct for all, without exception, financial institutions-creditors will ensure the 
avoidance of regulatory arbitrage and the protection of the rights of debtors in debt collection. 

Credit companies will be able to raise funds from clearly defined sources of funding, which 
will improve the financial security of their activities. In addition, updating the standards of reporting 
and reporting will allow you to objectively assess the financial performance of financial companies, 
which could potentially increase the investment attractiveness of this sector. Transparent, 
informative and reliable reporting will also ensure effective supervision by the National Bank.  
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