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Urgency of the research. The current stage of
Ukraine’s development requires a substantial increase in the
volumes of investment by financial institutions to ensure
economic growth.

Target setting. It is advisable to study current features
in the processes of banking and non-banking financial in-
vestment in the domestic practice in order to develop more
effective incentives for the participation of the financial insti-
tutes in financing business activities.

Actual scientific researches and issues analysis. The
scientific works of such scholars as Z. Vatamaniuk,
0. Vovchak, O. Golieva, T. Kushnir, S. Moshenskyi and
others was aimed at studying the practice of investing in
activities of banks and non-banking institutional investors.

Uninvestigated parts of general matters defining.
Scientists have not yet sufficiently studied the reasons for
weak participation of domestic banks and non-banking fi-
nancial institutions in providing a stock mechanism for fi-
nancing business activities.

The research objective. The article is aimed at studying
the main areas of financial investment in the practice of do-
mestic banks and non-banking financial institutions, which
are institutional investors.

The statement of basic materials. The significant dif-
ferences in financial investment strategies implemented by
banks and non-banking institutional investors in Ukraine are
considered in the article. Banks differ from non-banking insti-
tutions in goals, objectives and strategies for the implemen-
tation of financial investments. Different groups of financial
institutions have different interest in investing in securities.

Conclusions. The main volume of bank investments in
the stock market is carried out in debt securities. Such in-
vestments are mostly short-term. During the research period,
the share of investments in securities in the consolidated
portfolios of all the groups of non-banking institutional inves-
tors decreased, with the exception of NPFs. Influence of
banks and non-banking institutions on the distribution of a
stock mechanism of financing economic activities remained
insignificant.
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AkmyanbHicmb memu docnidxeHHsi. CydacHull emarn
po3sumky YkpaiHu eumazae cymmegoeo 306inbuieHHs1 obcsi-
2ie iHgecmuuyiti ¢hiHaHcosux iHCmMumymis Ons 3abe3neyeHHs
EeKOHOMIYHO20 3pOCMaHHS.

lMocmaHoeka npobnemu. [oyinbHUM € 8UBYEHHSI Cy-
4YacHux ocobriugocmel 8 ripouecax baHKigCbKo20 i HebaH-
KiBCbKO20 (biHaHCOB020 iHBECMYyBaHHSI 8 Uinsix po3pobKu
6inbw eghekmusHUX cmumyrig y4acmi c¢hiHaHcosux iHcmu-
mymie y iHaHCy8aHHI 20crnodapchbKoi disribHOCMI.

AHani3 ocmaHHix docnidxeHb i ny6nikayil. Haykosi
npayi makux e4yeHux, sk 3. BamamaHwok, O. Bosuak,
O. lNonesa, T. Kywnrip, C. MoweHcbkuli ma iHwi 6ynu crps-
MO8aHi Ha BUBYEHHS MPaKMUKU iHeecmysaHHs 8 disiibHocmi
baHkig i HebaHKi8CbKUX iHCmuUmMYyuitiHUX iHeecmopie.

BudineHHs1 HedocnideHuUXx YacmuH 3a2asibHoOl npo-
6nemu. Haykosusmu we He0oCmamHbO 8UBYEHI MPUYUHU
cnabkoi yyacmi 8im4u3HsiHUX 6aHkie i HebaHKI8CbKUX ¢hiHaH-
cosux iHcmumymie y 3abesnevyeHHi ¢poHO08020 MexaHi3my
piHaHCy8aHHs1 20crodapcbKoi QisgrnbHOCM.

MocmaHoeka 3aedaHHSI. Cmamms HauineHa Ha 8u-
B8YEHHST OCHOBHUX HarpsiMie ¢hiHaHCO08020 iHBECMYBaHHS 8
npakmuyi GisribHOCMi 8imyu3HsHUX 6aHkie i HebaHKI8CbKUX
IHemumyuitHux iHeecmopis.

Buknad ocHoeHO20 Mamepiasny docnidxeHHs. [oci-
OxeHi 8iOMiHHOCMI 8 cmpamegaisix ¢hiHaHCO8020 iH8ecmy-
8aHHs1 baHKig i HebaHKI8CbKUX IHCmuUmMyuitiHUX iHeecmopie 8
Ykpaini. baHku maromb 8iOMIHHI 8i0 HebaHKI8CbKUX iHCMU-
mymig uini, 3a8daHHs ma cmpameeaii ¢hiHaHco8UX iH8ECMU-
uit. Pi3Hi epynu cpiHaHcosux iHCmMumymig marome HeoOHa-
Kosull iHmepec 00 e8KkradeHb 8 UiHHI narepu.

BucHoeku. OcHosHul obcsie iHeecmuuili 6aHkie Ha ¢ho-
HOoBOMY pUHKY 30ilicHIoembcsi 8 6opaosi UiHHI nanepu. Taki
iHeecmuuii nepesaxHo Kopomkocmpokosi. B nepiodi docrii-
OXXEeHHS1 3MEeHWUIUCh Yacmku eKraleHb 8 UiHHI narnepu 8
KOHconidogaHux nopmaeberisix 6cix 2pyn HebaHKi8CbKUX iH-
cmumyuitiHux iHeecmopis, 3a euHamkom HI®. Bnnus 6aH-
Kig | HebaHKI8CbKUX iHCmMumymie Ha rnowupeHHsi poHA08020
mexaHiaMy (biHaHCy8aHHs1 eocrodapchKoi OisiibHocmi  3a-
NIUWUBCS HE3HaYHUM.

Knro4doei cnoesa: iHeecmysaHHs:; UiHHI nanepu; ¢poHOo-
8ull MexaHi3M hiHaHCy8aHHsT, iHeecmuuiliHa cmpameais.

Urgency of the research. The current stage of Ukraine’s development requires a substantial in-
crease in the volumes of investment by banks and non-banking financial institutions to ensure eco-
nomic growth. In the strategies and mechanisms for implementing investment activities by these
groups of institutions, there are significant differences that require research for more thorough consid-
eration of the development of financial sector in the state policy.

Target setting. It is advisable to study the differences and current features in the processes of
banking and non-banking financial investment in the domestic practice in order to develop more effec-
tive incentives for the participation of the investigated institutes in financing business activities.
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Actual scientific researches and issues analysis. The research of such scholars as Z. Vata-
maniuk [1], O. Vovchak [2], O. Golieva [3], T. Kushnir [4], and S. Moshenskyi [5], was aimed at study-
ing the practice of investing in activities of banks and non-banking institutional investors. However, the
differences in the mechanisms of banking and non-banking institutional investment in the domestic
financial market are still studied insufficiently. It makes the chosen direction of the scientific research
actual.

Uninvestigated parts of general matters defining. Domestic scientists have not yet sufficiently
studied the reasons for weak participation of banks and non-banking financial institutions in providing
a stock mechanism for financing business activities and the development of the securities market in
Ukraine.

The research objective. The article is aimed at studying the main areas of financial investment in
the practice of domestic banks and non-banking financial institutions, which are institutional investors,
and determining their role in a stock mechanism for financing business activities in modern conditions.

The statement of basic materials. The bank-centric model of financial intermediation implement-
ed in Ukraine has identified the priority role of banks in financial sphere. Non-banking institutional in-
vestors, the functions of which in the domestic practice are fulfilled by collective investment institutions
(hereinafter — CllIs), non-state pension funds (hereinafter — NPFs), insurance companies, etc., by role
in the investment sphere are inferior to banks.

The implementation of banking investment transactions is aimed at preserving bank’s capital and
its growth, ensuring the balance sheet liquidity, forming the necessary amount of reserves and their
support.

According to O. Vovchak, the economic essence of bank’s investment activities is reduced to fi-
nancial investments and real investments [2, p. 32]. Since most non-banking institutional investors
specialize in investing in financial instruments, the comparative analysis of banking and non-banking
institutional investment is advisable to be carried out precisely in this area.

Investment processes belong to the category of active transactions of banks. Banks actively in-
crease financial investments in the periods of a decline of the demand for credit resources and, con-
versely, funds from securities are withdrawn when the demand for loans increases. The total volume
of a credit and investment portfolio of banks characterizes the size of their investment potential and
contribution into financing the country’s economy by means of credit and stock methods.

There are no objections among scholars regarding the important role of investments in banking.
The functions of the portfolio of bank’s securities are generating revenues, reducing risks, increasing
the liquidity [6, p. 95].

The close combination of credit and investment processes in banks’ activities is witnessed by the
active expansion of investment and mortgage banks in the world practice, which are beginning to
emerge in Ukraine.

The domestic legislation allows banks to be active participants in the securities market. The direc-
tions and volumes of investment are determined by banks on their own, based on the developed in-
vestment strategy and taking into account economic norms of the NBU.

There are differences in the characteristics of banking and non-banking financial investment
(Tab. 1), due to the specifics of economic activities and tasks of these groups of institutions in the
country’s financial system.

For banks, the process of investing resources in securities complements the main credit activity
and is carried out to diversify assets and reduce risks. Investments in government securities ensure
the formation of bank reserves and the reliability of bank investments.

The legislation of Ukraine does not specify any restrictions for banks on investing in securities by
their types and groups. At the same time, in accordance with normative documents of the NBU in the
bank’s portfolio there are separate parts: a trading portfolio, securities in the bank’s portfolio until ma-
turity, securities in the bank’s portfolio for sale and the portfolio of investments in associates and sub-
sidiaries.
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Table 1

Comparative characteristics of investment features in the activities of banks and non-
banking institutional investors in Ukraine

Investment Financial institutions:
principles Banks Clls Insurance NPFs Credit unions
organizations
Investment complementary main mandatory for mandatory for | Possible under
nature to credit activity activity the formation of | the placement | the availability
reserves of pension of free
assets resources
Legislative
definition of
investment N/A available available available available
directions and
objects
Establishing is determined by
investment the investment N/A N/A N/A N/A
limits standard
Presence of for diversified
boundary- N/A funds available available N/A
related norms
of
investments by
one
object
Possibility to for investment | for specialized,
implement and mortgage qualification,
specialized banks stock N/A N/A N/A
investments exchange
funds

Need for for
Diversification N/A diversified available available N/A
implementation funds
Possibility to
carry out risky available for venture N/A N/A N/A
investments funds
Possibility to
invest in real available available available available N/A
estate

Source: created by the author

For non-banking institutional investors (with the exception of credit unions), the process of investing
in securities is a mandatory type of business, for corporate Clls, it is a type of activity in which they
specialize. The Ukrainian legislation has set clear criteria, guidelines, limits on investment and assets
structure for diversified Clls, NPFs and insurance companies in relation to the placement of assets.
The investments of these institutions must meet the conditions of safety, profitability, liquidity and di-
versification. Non-banking institutional investors, whose activities are socially oriented, must imple-
ment the principle of diversification in the process of financial investment and choose quality assets.
The possibility to carry out risky investments and without following the principle of diversification is
foreseen only for venture and qualification investment funds. For Clls, NPFs and insurance compa-
nies, the Ukrainian legislation defines the limits for investment by types of assets.

The benefits in the processes of financial investment of non-banking institutions should be provided
by the investment in government securities and listed securities. These requirements limit the maneu-
ver of investment strategies of the investigated institutes, requiring more careful monitoring of the
composition of assets and the state of affairs in the financial market.
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In general, both banks and non-banking institutional investors face the same problems in the pro-
cess of financial investment due to low reliability, liquidity and profitability of securities. All this requires
the improvement of the state policy to stimulate the development of the internal stock market.

In recent years, domestic banks have more actively invested in securities than non-banking insti-
tutes. For 2006-2015, the volume of banks’ investments in equity instruments increased 13.8 times,
reaching 198.8 hillion UAH by the end of 2015 [7]. The growth of investment in securities in groups of
non-banking institutional investors was observed only until 2013, increasing by 5.3 times in 2005-
2012. By the end of 2015, the total volume of investments in securities in groups of non-banking insti-
tutional investors amounted to UAH 65.08 billion, which is three times less than the aggregate indica-
tor of banks [8; 9; 10].

Since 2010, there has been a significant increase in the investment activity of banks in the securi-
ties market, in the result of which the share of investments in equity instruments in the credit and in-
vestment portfolio has increased significantly (Fig. 1). If in 2006-2009 this figure was within 5%, in
2015 it reached 17,1%. This trend is evidence of significant changes in banking strategies. There is a
significant decrease in the share of investments in stocks in the securities portfolio of banks. If in 2006
this indicator amounted to 28.4%, by the end of 2015 it fell to 3.4% (Fig. 1). The main objects of bank-
ing investments in modern conditions are debt securities, primarily government bonds.
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Fig. 1. Share of investments in securities in the credit and investment portfolio of Ukrainian banks in
2006-2015, %
Source: created by the author under the data of [7]

The analysis of the composition of the consolidated portfolio of securities of Ukrainian banks sug-
gests that today the bulk of it is occupied by securities for sale. The share of this component of the
portfolio remains the largest in recent years. The shares of portfolios before repayment and of associ-
ated and affiliated companies are small. Despite a significant increase in the volume of financial in-
vestments by domestic banks during the last decade, most of them form portfolios of trading securities
and securities for sale, implementing short-term speculative transactions that do not have a positive
effect on the processes of stock financing of the national economy.

In the sector of non-banking institutional investment, different groups of financial institutions have
different interest in investing in securities. According to the data of Tab. 2, by 2015, securities occu-
pied a priority place in the portfolios of non-venture Clls, NPFs and insurance companies. The share
of securities in the assets of non-venture funds was the highest among all types of the investigated
institutions, fluctuating in 2005-2015 within the range of 36.4-81.4%. NPFs, through investing in equity
instruments, provided the formation of more than half of their assets. In 2011-2014 securities occupied
the main place in the consolidated portfolio of domestic insurance companies.

The regulatory actions of the Stock Market National Regulator in 2015 ensured the reduction of
low-quality securities in the stock exchange and led to the reduction in the share of equity instruments
in investors’ portfolios.
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For venture capital funds, as leaders of non-banking institutional investment, the orientation of in-
vestment strategies for investing in securities was typical only during 2005-2009. Starting from 2010,
venture funds reoriented their investment strategies for equity instruments to other types of assets,
which stipulated a decrease in the share of securities to 20.1% in 2015.

Table 2
Share of investments in securities in the assets of non-banking financial institutions
in 2005-2015, %

Types of financial Years (as of the end of the year)
institutions 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
Venture Clls 49.1 50.8 | 56.5 | 54.6 | 70.2 | 35.3 | 31.2 | 31.2 | 28.7 | 27.3 | 20.1
Non-venture Clls 36.4 60.2 | 734 | 66.7 | 814 | 70.6 | 60.8 | 58.4 | 50.8 | 55.4 | 345
Insurance companies 49.4 47.0 | 404 | 394 | 46.3 | 475 | 519 | 69.8 | 56.3 | 56.0 | 42.0
NPFs 18.0 55.8 | 51.8 | 36.1 | 45.0 | 48.8 | 59.0 | 58.8 | 56.4 | 53.5 | 50.8

Source: created by the author on the basis of [8; 9; 10]

The decrease in the share of investments in securities in the portfolios of venture capital funds
shows that, these institutions do not consider stock securities as priority investment objects. Hence,
venture capital investments do not remain transparent and are highly risky for investors.

In order to determine the influence of investment volumes of a group of non-banking institutional
investors on the development of individual segments of the domestic stock market, the composition of
a consolidated portfolio of securities by type of financial instruments was defined and its estimation
was determined in dynamics.

In terms of types of securities, the most significant investments are made by the investigated group
of financial institutions in stocks, bills and bonds of enterprises (Fig. 2). At the end of 2015, the volume
of aggregate investments in shares among all types of securities was the largest, amounting to 38.2
billion UAH, the volume of investments in bills amounted to about 13.2 billion USD, in corporate bonds
— 9.9 billion UAH. The value of aggregate investments of the investigated group of institutions in other
types of securities was insignificant.

The introduction of the excise tax on transactions with securities on the off-exchange market in
2013 caused a decrease in investment volumes of the investigated institutes in bills. The volume of
investments of venture funds in bills for 2013-2015 decreased by 7.9 billion UAH, or by 37.4% [10].
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Fig. 2. Aggregate investment of institutional investors of NPFs in shares, corporate bonds and bills in
Ukraine in 2005-2015, bin, UAH
Source: created by the author on the basis of [8; 9; 10]
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The aggregate stock portfolio of non-banking institutional investors in 2015 was formed mainly from
the investments of venture funds and insurance companies, the portfolio of bonds was more than 80%
due to the investments of venture funds, the portfolio of state and mortgage securities — mainly from
insurers, the portfolio of bills — practically exclusively at the expense of investments of venture funds.
The largest volumes of investments in local bonds were carried out by NPFs, in derivative financial
instruments — venture funds.

The studied tendencies in general testify to the expansion of securities composition in the assets of
non-banking institutional investors, the search for new financial instruments and a constant change of
investment strategies.

The changes in the structure of the aggregate securities portfolio of non-banking institutional inves-
tors that occurred during the decade period cannot be estimated unambiguously. On the one hand, it
is positive that the composition of this portfolio has expanded. On the other hand, the expansion of the
assets in this portfolio was not due to securities, the use of which ensures the attraction of additional
financial resources for the development of economic entities, but those types that make it possible to
obtain speculative profits in the short run.

The study reveals significant differences in financial investment strategies implemented by banks and
non-banking institutional investors in the domestic practice. The main volume of bank investments in the
stock market is carried out in debt securities. Such investments are mostly short-term and are imple-
mented for obtaining income from the resale of securities at a higher price. The share of investments in
shares in the consolidated portfolio of banks is insignificant. Strategic investments of banks in stock mar-
ket instruments are insignificant by volume. The increase the interest of banks in investing in securities is
the result of changes in their strategies in the face of declining demand for credit products in society.
Therefore, with a significant increase in the volumes of investments of banks in securities, their influence
on the distribution of a stock method of financing economic activities remained insignificant.

The significant reduction of importance in the development of a stock method of financing business
activities is inherent in the activities of non-banking institutional investors as well. During the research
period, the share of investments in securities in the consolidated portfolios of all the groups of institu-
tional investors decreased, with the exception of NPFs.

Conclusions. Despite the activity in one market, banks differ from non-banking institutional inves-
tors in goals, objectives and strategies for the implementation of financial investments. The increased
interest of banks in investing in securities in modern conditions is situational and driven by a decrease
in demand for credit products. For non-banking institutional investors, investing in securities is a con-
tinuous process that ensures the successful implementation of the main type of economic activity.
Given a stable macroeconomic situation, an efficient stock market and a wide range of investment-
attractive equity instruments, non-banking institutional investors’ investments in securities will remain a
priority in their investment portfolios.
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