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Asset operations of Ukrainian banks on the current stage of banking 
system development  

Abstract 

The aim of the article is to characterize the real stage of realization of asset operations of the Ukrainian banks on the 
current stage of banking system development. For this aim the analysis of the Ukrainian banks activities within the 
period of 2011-2016 year is made. The official statistical data of the National Bank of Ukraine on asset operations of 
the Ukrainian banks and indicators of economic norms of banking were used. Thus, the current stage of credit opera-
tions realization by the banks of Ukraine, credit risk of the Ukrainian banks, and investment operations of the banks of 
Ukraine and the level of their investment risk were researched.  

It has been elicited that the most numerous operations among all of the asset operations of the Ukrainian banks 
throughout the study period were credit operations, the volume of which, regardless of the decrease in 2013 and 2016, 
had a clear tendency for increase. It has been calculated that within the study period the share of loans to business enti-
ties was continuously increasing, while the share of loans to private individuals was continuously decreasing, which led 
to the significant change in the proportions between these two groups of loans. It has been substantiated that the whole 
banking system was implementing the regulatory standards of credit risk set by the National Bank of Ukraine through-
out the whole study period, which signifies that the credit activity of the Ukrainian banks was being conducted in the 
regulatory framework set by the authorities. 

Investment operations of the Ukrainian banks in the period of 2011-2016 constituted the second largest group among 
all of the asset operations. It has been determined that their volume increased significantly within the study period and 
as a result their share in the general volume of asset operation of the Ukrainian banks increased as well, which signifies 
a certain diversification of asset operations of the Ukrainian banks. 
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JEL Classification: G21, G28. 
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Introduction1 

The modern tendencies of the development of the 
banking sector call for the implementation of 
measures to overcome the negative effects caused 
by globalization and international integration 
processes all around the world. In particular, this 
applies to the establishment of an adequate system 
of banking risks management. The basis of this 
system is targeted research of banking operations, 
the implementation of which is a source of 
banking risks. The risks associated with the 
implementation of asset banking operations are 
the essential ones among all of the banking risks 
in Ukraine and all around the world, as they  
are typically the most numerous within the 
banking system.  

The financial potential of a bank is characterized by 

the amount and the structure of its non-current and 

current assets, which are derived from the available 

financial resources (own and borrowed). One of the 

most important principles of financial stability, 
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solvency, and liquidity of the bank’s activity is 

optimization of financial recourses allocation (in 

process of asset operations). 

1. Literature review  

Many well-known scientists have paid a lot of 

attention to the research of the banking system in 

general and the particular aspects of asset operations of 

the banks (including the issues about Ukrainian 

banking system).  

Thus, Richard C. Porter (1996) divides the asset, which 

the bank can hold, into three general categories: cash 

assets, securities, and loans. He assumes that the 

portfolio of an actual bank will consist of a variety of 

assets in the range from cash to fairly long-term bonds. 

B. Fischer (1975) discusses general principles of 

choosing bank assets and liabilities, for deciding on 

when to make a loan and what interest rate to charge, 

for pricing funds transfer services, such as the handling 

of checks, for establishing compensating balance 

requirements, and for dealing with government 

regulation. K. J. Cohen and F. S. Hammer (1967) 

describe an important and complex analytical model 

developed by the Management science group Bankers 

Trust Company. H. T. Karcheva and O. Ya. Karcheva 

(2012) regard the issues of ensuring effective 

management of assets and liabilities in the context of 

minimizing liquidity risk and interest rate risk, 

increasing the financial stability of the bank. O. V. 
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Lytvyniuk (2014; 2015) characterizes the theoretical 

foundations and components of bank assets and 

liability management within the controlling concept 

based on the interrelationship between the performance 

of the bank at various levels of management. He also 

specifies the methodological principles of forming 

bank assets and liabilities management system under 

the influence of the environment for enabling the study 

of management decisions at different levels. He 

justifies and defines the steps and strategies for asset 

and liability management, and offers methodical 

approach to determining the main stages in the 

development process of asset and liability management 

of the Ukrainian banks by analyzing the imbalance 

between the volumes of assets and liabilities. O. V. 

Schwarts (2010; 2011; 2012; 2015) studies the essence 

of the management of assets and liabilities, researching 

the main goals of this process, and justifies the role of 

asset and liability management in the financial stability 

of the bank. He examines topical issues of integrated 

management of assets and liabilities of the bank. He 

pays considerable attention to the objectives and 

principles of the process of integral management of 

bank assets and liabilities, and indicates sources of 

information required for the effective asset and liability 

management. He suggests an advanced classification 

of management assets and liabilities methods from the 

standpoint of an integrated approach; isolating an 

additional classification feature – “management ob-

ject”, grouping management assets and liabilities 

methods, dividing them into basic specific risk 

management techniques and the methods of modeling 

the structure of the balance. K. M. Azizova and Yu. S. 

Tysiachna (2016) describe the process of the 

management of assets and liabilities as part of bank 

management system, while considering the 

management of assets and liabilities as a constant 

comparison and adjustment of parameters of banking 

institution balance in order to maintain profitability and 

minimize the unnecessary risks. O. H. Holovko and H. 

M. Azarenkova (2009; 2010; 2011; 2013) have 

formulated a scientific and methodological approach to 

assessing the financial stability of the bank’s 

development, which takes into account both qualitative 

and quantitative characteristics of the bank through the 

use of methods of nonparametric statistics, which 

allows to determine the structural impact of individual 

components of the selected system of indicators on 

relatively stable functioning of the bank; they consider 

the appropriateness of the approach of assessing the 

financial stability of the bank on the basis of 

nonparametric methods of statistical analysis and 

reveal the qualitative component in evaluating the 

financial stability of the bank. O. H. Holovko and Ye. 

A. Olefir (2013), based on an analysis of loans and 

borrowed resources of the specific bank (PJSC 

“Ukrsotsbank”) for the period of 2010-2012, reveal the 

methodological approach to determining the financial 

stability of the bank using nonparametric methods of 

statistical analysis. The team of authors led by V. V. 

Kovalenko (2015) determine the basic macroeconomic 

preconditions for the development of the bank credit 

activity; analyze the key organizational and 

functional aspects of the crediting activities of 

banks; justify the methods and tools for evaluating 

and minimizing credit risk; determine the scientific 

and methodological approaches to the system of 

credit risk management in banks. 

Due to the rising banking risks, which are caused by 
the difficult economical and political situation, that 
takes place in Ukraine, investigation of the 
peculiarities of the asset operations process 
implementation are very important for stabilization 
of the banking system of Ukraine. Thus the 
methodological and scientific contribution of all 
above-mentioned authors is a base for our research. 

The aim of the study. The aim of the study is to detect 
the peculiarities and tendencies of the asset operations 
of Ukrainian banks in the current stage of banking 
system development. 

2. Methodology 

2.1. Information basis. In order to carry out the 

research we have used: 

 official statistical data of the National Bank of 

Ukraine; 

 normative documents of the National Bank of 

Ukraine; 

 scientific publications in this problem. 

All of the processed data represent the period of 

2011-2016. 

2.2. Research methods. In order to achieve the ob-
jectives of the article we have used a set of general 
and specific research methods and techniques includ-
ing the methods of deduction and abstraction identifi-
cation; synthesis method, system approach (for the 
formation the tables which represent data about bank 
system functioning), and visualization (for graphic 
representation of the results) etc. 

3. Results and discussions 

Asset operations are the operations aimed at place-
ment in the bank and use of private and raised funds 
for profit in the conditions of rational risk distribu-
tion for certain types of transactions and maintaining 
the necessary level of liquidity (Natsionalnyi bank 
Ukrainy, 2017a). 

Asset operations are divided into credit, discount-credit 

and investment operations (Natsionalnyi bank Ukrai-

ny, 2017a). They have a close interrelationship. These 

operations are the most profitable and risky at the same 

time. Therefore, banks are liable to maintain the op-
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The regulatory standard of large credit risks (H8) 

is set in order to limit the concentration of credit 

risk by individual counterparty or a group of re-

lated counterparties. Credit risk, which the bank 

took in the relation to one counterparty or a group 

of related counterparties is considered large if the 

total of all claims of the bank to the counterparty 

(a group of related counterparties) and all off-

balance sheet liabilities granted by the bank to this 

counterparty or a group of related counterparties 

is 10% or more of the bank’s regulatory capital. 

H8 is defined as a ratio of all large credit risks, 

the bank took in relation to all counterparties, 

taking into account all off-balance sheet liabilities 

issued by the bank for these counterparties to the 

bank’s regulatory capital. 

The regulatory standard of maximum credit risk 

on transactions with related to the bank parties 

(H9) is established in order to limit the risk of the 

operations with persons related to the bank, re-

duce the negative impact of transactions with in-

dividuals related of the bank on the activity of the 

bank. H9 ratio is defined as the ratio of the total 

of all claims of individuals related to the bank and 

the sum of all financial liabilities issued by the 

bank to individuals related to to the bank’s regula-

tory capital. 

Moreover, such regulatory standards as Maximum 

of the amount of the loan, guarantees and warranties 

to one insider and Maximum of total amount of 

loans, guarantees and warranties to insiders were 

calculated in the study period. These regulations are 

canceled now, however, they were calculated in the 

study period, and, thus, we studied their essence 

(Natsionalnyi bank Ukrainy, 2015). 

Maximum amount of loans, guarantees and warranties 

to one insider (H9) was established in order to limit the 

risk arising from the transactions with insiders, which 

may lead to direct or indirect impact on the bank. H9 

maximum is calculated as a ratio of all liabilities of the 

insider (a group of related insiders) to the bank and all 

off-balance liabilities issued by the bank to this insider, 

and the bank’s statutory capital. 

Maximum amount of loans, guarantees and warran-

ties to insiders (H10) was established in order to 

limit the total sum of risks related to the insiders. 

H10 maximum is calculated as a ratio of all liabili-

ties of all insiders to the bank and all off-balance 

liabilities issued by the bank to all insiders, and the 

bank’s statutory capital; 

The data on the performance of the credit risk regul-

ative standards by the Ukrainian banks throughout 

the study period are represented by the Table 2. 

Table 2. Credit risk regulative standards of the National Bank of Ukraine in the period of 2011-2016* 

Regulative standard 2011 2012 2013 2014 2015 2016

H1 Regulative capital (mln UAH) 160 897 178 454 178 908,9 204 975,9 188 948,9 129 816,9 

H7 
Maximum credit risk per counterparty regulation 
(under 25 %) 

21.04 20.76 22.10 22.33 22.01 22.78

H8 
Regulatory standard of large credit risks (under 8 
times of regulatory capital) 

161.20 164.46 172.91 172.05 250.04 364.14 

H9 
Regulatory standard of maximum credit risk on 
transactions with related to the bank parties 
(under25 %) 

х х х Х х 31.19

H9 
Maximum amount of loans. guarantees and 
warranties to one insider regulation (under 5 %) 

0.81 0.57 0.37 0.36 0.13 Х 

H10 
Maximum amount of loans. guarantees and 
warranties to insiders (under 30 %) 

2.25 2.51 2.41 1.63 1.37 Х 

* data, as of January 1 of each year.

The conducted study showed that in 2011-2016 

Ukrainian banks performed most of the credit risk 

regulations. This way, only Regulatory standard 

of maximum credit risk on transactions with re-

lated to the bank parties was not implemented on 

January 1, 2016 – it had the value of 31.19%, 

which exceeded the standard value at 6.19%. 

However, it was the first period in which this reg-

ulatory standard was calculated, and therefore 

it should be expected that in the future the average 

for the banking system ratio will correspond to 

the regulation. 

Maximum credit risk per counterparty value is quite 
peculiar (H7) in 2011-2016 the banks did not exceed 
the regulatory standard value of 25%, however, it 

should be noted that the average value within the 
banking system in the period was very high – over 
20% (the lowest value of 20.76% being in 2012) and 
the average during the period was 21.84%. Despite the 
implementation of regulation of the National Bank of 
Ukraine by the Ukrainian banks, this tendency indi-
cates a significant dependence on the activities of 
individual counterparties, and, given the peculiarities 
of the banking sector of Ukraine, it also indicates a 
high probability of legalization of funds obtained by 
criminal means through the banking system. 

3.3. Investment operations of the Ukrainian 

banks. Investments in securities are second popular 

investment option among active operations of the 

banks in Ukraine. 
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3.4. Investment risk of the Ukrainian banks.  

Investing in securities of the banks is accompanied 

by investment risk. 

Bank investment risk is a measure (degree) of uncer-

tainty about the possibility of impairment of securi-

ties acquired by the bank, likelihood of not reaching 

the planned level of recoupment of new products, 

services, operations, technology, and also invest-

ment in real capital (Yepifanov, Vasylieva, Koz-

menko, 2012; Yepifanov, Maslak, Salo, 2007). 

To control the level of investment risk the National 

Bank of Ukraine sets regulatory standards of  

investment or so called ‘investment caps’. 

Investment caps are economical regulations set by 

the National Bank of Ukraine to maintain control of 

the investment activity by the banks, including of 

the direct investments. These regulations include 

Н11 and Н12 (Natsionalnyi bank Ukrainy, 2005). 

The regulation of investment in securities by each 

institution (H11) is set to limit the risk associated 

with investing in shares, stocks, and investment 

certificates of a legal entity. 

The regulation of investment H11 is defined as the 

ratio of the amount of funds invested in the purchase 

of shares (stocks) and investment certificates sepa-

rately by each institution, to the bank’s statutory 

capital. The regulatory value of H11 should 

not exceed 15%. 

The regulatory standard of the total amount of in-

vestments (H12) is set to limit the risks associated 

with the implementation of bank investment activity. 

The H12 standard is defined as the ratio of the 

amount of money invested in the acquisition of 

shares (stocks) and investment certificates of any 

legal entity in the bank’s statutory capital. Regulato-

ry value of H12 should not exceed 60%. 

Data on the implementation of the investment regu-

latory standards of the National Bank of Ukraine by 

the Ukrainian banks in the period of 2011-2016 is 

presented in Table 4. 

Table 4. Values of the investment regulatory standards of the National Bank of Ukraine on average within 
the banking system in the period of 2011-2016 * 

Regulatory standard 
Year 

2011 2012 2013 2014 2015 2016 

Н11 The regulation of investment in securities by each institution (under 15 %) 0.05 0.06 0.09 0.04 0.01 0.002 

Н12 The regulation of the total amount of investments (under %) 3.35 3.24 3.48 3.15 2.97 1.10 

* data, as of January 1 of each year.

** excluding insolvent banks.

Table 4 demonstrates that the Ukrainian banks 
always implemented the investment regulations of 
the National Bank of Ukraine in the given period. It 
should be noted that the implementations of the 
regulatory standards of H11 and H12 is not so much 
the result of the policy of the banks to implement the 
standard, but rather the result of the minor invest-
ment activity of the banks. 

Another tool that the National Bank of Ukraine uses 
to reduce the risk on asset operations is asset reser-
ving or asset provision. Accordingly, asset provi-
sions for losses on asset operations are the reserves 
for possible losses on asset operations, which have a 
probability of occurrence. The amount of such re-
serves is determined as part of the cost of adversely 
classified assets, which the bank can, with some 
degree of certainty, based on previous experience, 
considered lost and thus relates to the expenses of its 
activities. In terms of accounting asset provisions 
are contractual regulatory account, which reduces 
the accounting value of assets. Provisions for losses 
on asset operations are not included in the bank’s 
capital. They consist of provisions for credit risk, 
provisions for accrued income, provisions for re-
ceivables and reserves for correspondent accounts 
(Natsionalnyi bank Ukrainy, 2017a). 

In the study period the Ukrainian banks made signi-

ficant provisions for asset operations (Table 5), the 

volume of which increased significantly: 172,464 

million UAH, which in relative terms was 115.87%. 

This increase was the result of increasing asset ope-

rations of the banks in Ukraine. 

Table 5. Asset operations provisions of the Ukrai-
nian banks in the period of 2011-2016* 

2011 2012 2013 2014 2015 2016** 

Provisions on asset 
operations (taking into 
account the provisions for 
transactions that are 
accounted for off-balance 
sheet)

148 839 157 907 141 319 131 252 204 931 321 303 

* data, as of January 1 of each year.

** excluding insolvent banks.

Therefore, investment operations is the second 

largest among the active transactions carried out 

by the banks in Ukraine. Their volume increased 

significantly over the period 2011-2016, which 

led to an increase in their share of total assets of 

the banks in Ukraine and to a significant change 

in the ratio of loans provided and investments 

in securities. 
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Conclusions 
The asset operations of banks take important place in 
their work as they determine the level of the activities 
risks, profitability etc. The credit and investment 
operations are the most popular kinds of asset opera-
tions among the Ukrainian banks. Crediting remains 
the most popular among the asset operations of the 
banks in Ukraine. Its structure is dominated by loans 
provided for legal entities, the share of which has 
increased significantly over the period, while the 
share of loans to private individuals has decreased 
significantly. To control the level of credit risk the 
National Bank of Ukraine sets regulatory standards of 
credit risk that were implemented by the banks of 
Ukraine during the whole study period. 

Investment operations take the second place 

among asset operations carried out by the banks in 

Ukraine. Their volume increased significantly 

over the period of 2011-2016, which led to an 

increase in their share of total assets of the banks 

in Ukraine and to a significant change in the ratio 

of loans and investments in securities. Reduction 

of the share of crediting operations and the in-

crease of the share of operations with investment 

in securities in the study period are quite positive, 

as it is evidence of some diversification of asset 

operations of the banks in Ukraine, further reduc-

tion of credit risk and the movement towards  

the reduction of imbalances in the structure of 

asset operations. 
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