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MOKa3aTh (DYHKIUIO MOJYaHWS CTHPAIbHONW MAIIHMHBI.
C npyroi CTOpOHBI, KPACOYHBIN KYpPHAT MOXKET OBITh
UCIIOJIb30BaH ISl PEKJIaMHOM PEKJIIAMHOM KaMIIaHWH.
Tumn cooOuieHust TakKe BIUSET Ha BBHIOOP HOCHUTEIS.
Hampumep, mpsimast paccbliKa K )KYpPHAJI MOTYT OBITH
6osiee 3PPeKTUBHBIMU Isi COOOIIEHHS, KOTOPOE CO-
JEPKUT CIIOKHYIO W TMOJPOOHYIO TEXHHYECKYI0 HWH-
(opmariio, HO KaMIaHUS 10 CHIDKEHHIO [IEH MOXKET
OBITH OOBSIBIICHA TIO PAIMO WU TEIEBUACHUIO () dek-
TUBHO / 3((EKTUBHBIM CIIOCOO0M. Meauaruianep 1031-
JKEH YUUTHIBATh TAK)KE€ CTOMMOCTB Pa3INIHbIX HOCHUTE-
JEH.

[Tocne BRIOOpa HOCHTENS, KOTOPHIN BHIOpaH, Me-
JUarnjaHep JO0JDKEH BbIOpaTh KOHKPETHBIH HOCHUTENb.
Hanpumep, ecnu ucnonb3yercs: razeTa, CIEAyeT pe-
IIUTh, KaKas ra3cra saBJIsACTCA O6H.IeHaLIPIOHaJ'[LHOI>i HUIn
MmecTHOH. Ecii TeneBuieHre BEIOpaHO B KauecTBe pe-
KJIaMHOTO HOCHTEJs, HEOOXOANMO PEINTh, KaKOW Ka-
HaJl ¥ B KaKO€ BpeMsi OOJIbIIIE TIOAXOAUT ISl ITyOJInKa-
oM pekinaMHOW KammaHud. COOTBETCTBHE Ba)KHO
MEXIy IeJIeBOi ayIuTOpuel 1 peKIaMupyeMbIM Ipo-
JYKTOM.

Ornenka 3G ¢GeKTUBHOCTH PEKIAMBI - MOCIETHIHA
miar B pa3paboTke pexyiaMHON mporpammbl. OneHka
peximamMHOro 3¢¢ekxra BakHa. KOMMyHHKallMOHHBIC
3¢ eKThI peKIIaMbl, a TAKIKE BIUSIHUE PEKJIaMbl Ha IIPO-
JaXKd W OpUOBUTE JOJDKHBI PETYISPHO H3MEPSATHCS.
KommyHukannonHsle 3 (HeKThl MOTYT OBITh H3MEPEHBI
C MIOMOUIBIO TECTAa OTHOLICHUH. DTU THUIIBI TECTOB I10-
Ka3bIBaIOT I1OCJIE PEKJIAMHOW KaMITaHHH, U3MEHMIOCh
JIM TIOBEJICHUE MOoTpeduTeNei Ha nmpoaykT. Hanpumep,
M3MepsIETCs TaMsITh O peKiiamMe, Y3HaBaeMOCTh OpeH/a
MOTPEOUTEISIMU, 3HAHWS, OTHOUICHHUS W IPEAIIouTe-
HuA. TeM He MeHee, Kakue MpoJaki M NpUOBIIb TPo-
M3BOJATCS PEKJIIAaMHOM KaMIaHUEH, KOoTopas IOBBI-
mraeT y3HaBaeMOCTh OpeHzma Ha 20 MPOIEHTOB.
OOBIYHO CJIOKHO U3MEPHUTH BIUSHUE PEKIIaMbl Ha MPO-

JaXH W MPUOBUIb 10 CPAaBHEHHIO C U3MEpEeHHEM -
(ekTa KOMMYHHKAIMY, IOTOMY YTO IPOAAXKH U IPH-
ObUIb BJIMSIOT Ha JIpyrue (GpakTopbl, KpOME PeKIaMbl,
TaKue KaK XapaKTepUCTHKa MpojayKTa, ueHa. OauH u3
CHOCO00B U3MEPUTh BIIUSIHUE PEKIIaMbl Ha MPOJAXH U
NPUOBLIH - CPABHUTD NPOLLIBIE MTPOJIAKH M IPHUOBLIH C
MIPOLIUIBIMHU PACXO/IaMH Ha PeKiIamy.

Eme onun cnoco6 oneHuTh 3P PEKTHBHOCTE pe-
KiaMbl - skcnepuMenTsl. Hanpumep, Coca-Cola s
TECTUPOBAHUS BIMSHUS PA3IMIHBIX YPOBHEH Pacxo0B
Ha peKJIaMy, OHa MOKET BapbHPOBATh CYyMMY, KOTOPYIO
OHa TPAaTHUT Ha PEKIaMy B pa3HbIX OONACTSIX PhIHKA, U
U3MEPSATH Pa3HUILY B ITOJIYYEHHBIX YPOBHIX HPOJAX U
MIPUOBLIH.

Haxkonen, MHOTHE (pakTOpBI MOTYT TOBJIUSTH Ha
) PEKTUBHOCTh PEKJIaMbI, HEKOTOPbIE KOHTPOJIUpPYE-
MBbIE, a Apyrue HeT. V3mepeHue pe3ynbTaToB peKiiam-
HBIX PAacXo0JI0B MOAJIEP)KUBAECT HETOYHYIO HAYKY.

Crnucok auTepaTypsl

1. Balboni B. & Gabrielli V. (2010). SME Prac-
tice towards Integrated Marketing Communication.
Marketing Intelligence and Planning, 28(3), 275-290.

2. Bettiol, M., Di Maira E. & Finotto, V. (2012).
Marketing in SMEs: the role of entrepreneurial sense
making. International Entrepreneurship  and
Management Journal, 8(2), 223-248.

3. Bryman, A. & Bell, E. (2015). Business re-
search methods. 4th edition, Oxford: Oxford University
Press.

4. Esposito, A. (2013). Insights about Integrated
Marketing Communication in Small and Medium sized
Italian Enterprises. Business Systems Review, 2(1), 80-
98.

5. Saunders, M., Lewis, P. & Thornhill, A.
(2012). Research Methods for Business Students. 6th
edition, Harlow: Financial Times Prentice Hall.

MAIN PROSPECTIVE DIRECTIONS OF IMPROVING THE BANK'S CREDIT PORTFOLIO
MANAGEMENT

Abstract

Polova O.

Doctor of Economics, Professor of the
Department of Finance, Banking and Insurance,
Vinnytsia National Agrarian University

The article considers the main promising areas for improving the bank's credit portfolio management. Prob-

lems of credit portfolio management of Ukrainian banks are identified and ways to overcome them are identified.
Carrying out a SWOT-analysis allowed us to identify the weaknesses and strengths of the bank's credit portfolio,
potential threats and opportunities of the internal and external environment and, accordingly, to justify ways to
improve the credit portfolio management policy as a whole. The article analyzes the assessment of credit risk using
special methods of credit rating, which are a set of assessment parameters of the borrower's creditworthiness. The
use of world experience should be a prerequisite for the formation and improvement of the banking system of

Ukraine.

Keywords: management of the credit portfolio, the bank, risk management.

The modern development of the domestic banking
system is characterized by significant changes and is in
the process of reform. Not only the quantitative but also
the qualitative component of banking activity is chang-
ing. Competition in the banking sector to place finan-
cial resources is increasing not only among banking in-
stitutions, but also under increasing pressure from non-

banking financial institutions, including fast-loan fi-
nancial companies, credit unions, pawnshops, leasing
and factoring companies. The problems of attracting,
placing and managing bank funds are extremely acute
in modern conditions. On the one hand, a sharp reduc-
tion in the number of banks undermines confidence in
the banking system as a whole, especially in the event
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of bankruptcy and insolvency; on the other hand, the
cleansing of banking activities from inefficient banking
institutions will further increase the competitiveness
and resilience of banks.

The main type of resource allocation for domestic
banks is lending. This type of banking operations is one
of the most profitable, but also risky at the same time.
In an unstable economic situation, banks have to adapt
to rapid changes in operating conditions, including ex-
change rate instability, growing distrust of banks due to
their reduction (including the reasons for declaring
them insolvent), increasing banking requirements by
the regulator, deterioration of creditworthiness of bor-
rowers, both potential and existing, etc. As a result, the
quality of assets deteriorates and profitability de-
creases, which requires banks to improve the manage-
ment of both passive and active operations, including
lending, especially in terms of risk management.

The problems of banking reform always remain in
the field of view of scientists and practitioners, because
the banking system is a kind of “circulatory system"
that provides the economy with the necessary financial
resources. One such financial flow is lending. The effi-
ciency of the bank's lending activities has always been
determined by a prudent credit policy and the availabil-
ity of effective methods and tools of credit risk man-
agement.

The current state of the economy in Ukraine re-
quires constant attention to the banking system in gen-
eral and commercial banks in particular, the policy
aimed at creating favorable conditions for overcoming
the crisis, for the stable and efficient functioning of our
economy. This need is due to the fact that the banking
system of Ukraine is one of the main factors of eco-
nomic growth policy.

The leading role in solving significant problems
belongs to credit relations and banks, which is ex-
plained not only by the increase in their role in eco-
nomic development, but also by the ability to respond
quickly and effectively to the new management mech-
anisms.

In modern conditions, banks in different countries
are increasingly experiencing the problem of bank
lending. It is even more relevant for the domestic bank-
ing system, the level of overdue debt, which over the
past 5-7 years has shown a steady upward trend [4].

The efficiency of banks' lending today is a neces-
sary, if not decisive, factor in the viability of banks, as
the credit portfolio accounts for more than half of all
bank assets. In the structure of the bank's balance sheet,
the credit portfolio is considered as a whole and an in-
tegral part of assets, which has its own level of return
and risk. Therefore, in order to successfully lend - to
ensure the repayment of loans and increase the profita-
bility of lending operations, banks must implement an
efficient and flexible system of credit portfolio man-
agement. This can be achieved by studying the theoret-
ical and practical issues of approaches and the process
of formation and management of the credit portfolio of
a commercial bank.

In modern crisis conditions and in order to ensure
the organization of effective lending activities, com-
mercial banks face one of the most important tasks of

credit management, namely - the formation and man-
agement of the credit portfolio of a commercial bank.

The credit portfolio is not just a passively formed
set of loans, but the result of active, purposeful actions
of a dynamically developing bank, a purely managerial
relationship between different types of loans. The
bank's credit portfolio should be considered as the im-
plementation of the bank’s credit policy, which is an in-
tegral part of its overall development strategy.

To enhance the role of the credit portfolio as a tool
for implementing the objectives of public credit policy,
it is advisable to consider it from three positions.

First, it is a strategic credit portfolio, which must
be formed in accordance with the requirements of the
state credit policy, the place and tasks of the bank in its
implementation. Secondly, it is a tactical credit portfo-
lio, which is formed by the bank on the basis of the vol-
ume and structure of the strategic credit portfolio.
Third, it is a portfolio of loans actually granted, which
is now recognized [7].

Effective credit management of commercial banks
is largely associated with the development and imple-
mentation of appropriate credit policies. The latter al-
lows to ensure the most efficient use of the bank's credit
potential, the formation of the optimal credit portfolio
for it, a clear organization of the entire credit process.

The formation and management of the credit port-
folio is one of the fundamental priorities in the bank's
activities. An optimal, high-quality credit portfolio af-
fects the bank's liquidity and reliability. Reliability is
important for shareholders, companies, individuals
who are depositors and use the services of the bank. Fi-
nancial imbalances reduce overall confidence in the
country's credit system, and this is felt in other sectors
of the economy.

The main goals of the credit portfolio are: high
level of income in the current period; high rate of ex-
pected income in the long run; minimization of the level
of risks of the credit portfolio and compliance with the
required liquidity.

The portfolio approach to credit services makes it
possible to systematize loans according to the degree of
risk, and also allows you to develop certain measures
for approaches to lending, credit risk prevention, as
well as generalize the directions and tools of the cus-
tomer lending mechanism. Credit portfolio manage-
ment is the management of credit portfolio profitability
and risk management (credit risk, liquidity risk, interest
rate risk, etc.).

However, some scholars suggest considering
credit portfolio management as a process consisting of
certain stages. Define the following stages: the choice
of credit policy; credit market analysis; formation, re-
view, evaluation of the effectiveness of the credit port-
folio.

The process of managing the credit portfolio of a
commercial bank is most appropriate to present as a
system that contains a number of successive stages, in-
cluding the following:

1. Collection and analytical processing of infor-
mation.

2. Selection of criteria for loan diversification.
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3. Establishment of credit limits on the basis of se-
lected priorities among the criteria of diversification
and modeling of the overall portfolio structure.

4. Quality control of the credit portfolio and ad-
justment of its structure based on a system of ratios [9].

Stability, reputation and financial success largely
depend on the structure and quality of the credit portfo-
lio. Therefore, the bank needs to analyze the quality of
loans, conduct independent examinations of large
credit projects and activities, identify cases of deviation
from the legal credit policy. The portfolio study in-
cludes an analysis of assets by maturity, by degree of
risk, by currency of debt, analysis of risk concentration
by sectors of the economy, by groups of clients, analy-
sis of related party lending.

The system of credit portfolio quality assessment
includes the following elements: quality assessment of
loans that make up the credit portfolio; determining the
structure of the portfolio based on the quality of loans
and assessing this structure based on the study of its dy-
namics; determining a sufficient amount of reserves to
cover losses on loans based on the structure of the credit
portfolio.

The economic aspect of the credit portfolio valua-
tion is determined by the assessment in the dynamics of
the balance sheet indicators of the credit portfolio, in
particular: portfolio size, weighted average interest
rate, share in assets, average cost of resources, their
temporary parameters (liquidity gaps); the share of
problem loans and their coverage by the actually
formed reserve at the expense of the insurance fund; the
amount of debt on interest, its ratio to actual income [2].

In modern conditions of commercial banks, the
analysis of the bank's credit portfolio is growing signif-
icantly, and it is becoming one of the most important
parts of the analysis of banking as a component of the
credit institution's management system. Constant and
timely analysis of the credit portfolio allows you to
choose the option of rational allocation of resources, the
direction of the bank's credit policy, reduce risk by di-
versifying credit investments, to decide on the feasibil-
ity of lending to customers.

The analysis of the credit portfolio requires a study
of its structure by risk groups, degree of security, indus-
try structure, forms of ownership of borrowers, as well
as the study of the dynamics of each group and its seg-
mentation.

The increase in bad debts primarily causes an in-
crease in losses associated with non-repayment of prin-
cipal and interest on the loan. Secondly, it leads to ad-
ditional operating costs related to the repayment of
problem loans, freezing of funds in non-profit assets,
which leads to a decrease in the bank's profitability, de-
teriorating liquidity and reducing the quality of its as-
sets.

Third, it has a negative impact on the bank's repu-
tation and ratings, which causes a decrease in the level
of confidence on the part of depositors and investors. In
order to manage problem assets, Ukrainian banks use
external methods of managing them, such as transfer-
ring them to a third party (collector) and selling them to
an unrelated financial company on a factoring basis.
This allows you to not increase the amount of reserves

for problem loans, reduce operating and production
costs.

Intrabank methods of managing problem assets in-
clude early regulation of risk managers of banks to
worsen the service of loans by borrowers and rehabili-
tation of credit debt, restoring the ability of borrowers
to generate cash flows to service loans. In particular,
determine the following areas of debt restructuring:

1. Prolongation of credit terms.

2. Changing the method of loan repayment, the
transition from classic (standard) to annuity.

3. Deferred payment on the loan (“credit vaca-
tion").

4. Reduction of interest rates on the loan.

5. Conversion of foreign currency loans.

6. Reduction of the principal amount of debt.

Thus, the formation and management of the credit
portfolio is the basis of effective credit management.
Portfolio management allows you to balance and retain
the risk of the entire portfolio, anticipating and control-
ling the risk that is inherent in those and other markets,
customers, credit instruments, loans and operating con-
ditions. Portfolio management is especially relevant in
connection with the diversification of banks' opera-
tions, it is strongly associated with strategic planning
processes.

Following the results of the banking system in the
first half of this year, certain conclusions can already be
drawn. In the banking market, resources are still expen-
sive and short, and lending is complicated by the lack
of solvent borrowers.

An important factor limiting the volume of lend-
ing, as well as the competitiveness of the banking sys-
tem of Ukraine in modern conditions, is the insufficient
level of their capitalization, which is manifested in the
fact that despite capital growth, banks do not have time
to expand their liabilities and assets. The low level of
capitalization also contributes to the growth of lending
rates and reduces the competitiveness of banks.

Analyzing the problems of bank lending in
Ukraine, we concluded that the banking system of
Ukraine needs significant reform aimed at reducing the
cost of loans, increasing their availability, the emer-
gence of economically reasonable lending rates, im-
proving the legal framework, learning from foreign
countries.

Improving credit policy by domestic banks should
ensure the recovery of the financial sector and the res-
toration of economic growth in Ukraine. This is the
main task in the need to overcome the consequences of
the financial crisis in the domestic economy and the key
to ensuring its further development.

One of the lessons of the crisis was the excessive
use of foreign borrowing by banks to form their own
resources, which led to an imbalance of the resource
base and disproportion in its use for lending to the real
and consumer sectors of the economy. These factors
have become a serious prerequisite for a deeper bank-
ing crisis in Ukraine compared to other countries. In
particular, the confidence of banks and other money
market participants in banks has significantly deterio-
rated, banks 'credit portfolios have deteriorated rapidly,
the search for creditworthy borrowers on new loans has
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become more difficult, banks' investment attractiveness
for domestic and foreign investors has declined, and
banking profitability has declined.

It is also necessary to take into account that
Ukraine has set a European integration course for itself,
and therefore our financial market will face significant
changes in the future, which will be manifested, first of
all, in the expansion of the presence of foreign financial
institutions. This is forcing Ukrainian financial compa-
nies to enter into fierce competition. It will be possible
to win the struggle only by: creating a sufficient scien-
tific base necessary for the development and implemen-
tation of deposit and credit policy; formation and man-
agement of the credit portfolio, training of scientific
personnel capable of implementing their own develop-
ments taking into account the peculiarities of Ukraine;
creation of centers that will be able to coordinate state-
wide work related to the formation of resource poten-
tial; availability of a reliable system of communication
between banks and the public.

The financial situation in which the bank operates
is changing dynamically: new technologies are being
introduced, competition for customers is intensifying,
the means of regulating banking activities are being ad-
justed, and so on. Therefore, there is a need to manage
the credit portfolio by supervising and controlling the
activities of the banking institution.

Despite the difficult economic situation, our coun-
try has positive long-term prospects. According to the
forecasts of the Cabinet of Ministers of Ukraine, the
growth of gross domestic product may increase by 2%
next year [4], which, against the background of lower-
ing the discount rate of the National Bank of Ukraine
[4], creates additional opportunities to increase bank
lending. The bank's credit operations, in turn, are a key
factor in shaping the profitability of a banking institu-
tion, and the efficiency of lending is ensured, in partic-
ular, by the thoughtful formation and rational applica-
tion of the bank's credit portfolio management policy.

Under the credit portfolio management policy of a
commercial bank we understand a set of certain rules
and principles of the bank's credit portfolio manage-
ment system in order to achieve the strategic goal and
tactical goals of its credit policy. In order to find possi-
ble directions for improving the bank's credit portfolio
management policy, we use SWOT-analysis for the
bank's credit portfolio analysis. SWOT analysis is a
process of establishing links between the most charac-
teristic opportunities for an entity, threats, strengths
(advantages), weaknesses, the results of which can be
further used to formulate and select the strategies of the
entity. (Table 1).

Table 1

SWOT-analysis of the bank's credit portfolioTa6murrst 1

STRENGTHS (S)

OPPORTUNITIES (O)

Growth: volumes of the bank's credit portfolio and
lending to legal entities, individuals; short-term
lending to other banks; interest income from credit op-
erations; volumes of secured loans; volumes of loans
with highly liquid collateral.

Negative dynamics of impaired loans.

Compliance with the standards of additional risk indi-
cators of the credit portfolio.

Prospects for economic growth of the state, increasing
business activity and purchasing power of individu-
als.

Increasing the market share of lending to customers
and other banks.

Deepening cooperation with banks

Improving the risk management system.

Better scores than many competitors

rating agencies.

Deterioration of the financial condition of competi-
tors.

Availability of reliable regular customers.

WEAKNESSES (W)

THREATS (T)

Reductions: mortgage and other lending to individuals;
credit portfolio management efficiency ratio; shares of
long-term

lending; shares of lending to individuals in the credit
portfolio.

Growth: amounts and shares of unsecured loans in the
bank's credit portfolio. Instability of the credit portfolio
in terms of uneven changes in the share of loans with
different maturities.

Rising inflation and the NBU discount rate.
Decrease: business activity; solvency of the popula-
tion; demand for

credit resources; the bank’s reputation through dis-
crediting shareholders or senior officials; prices of
loans from competing banks. Liquidation of partner
banks and banks-

debtors. Deterioration of the situation in crisis re-
gions. The emergence of crisis situations in the cur-
rent stable and prosperous regions.

Deepening economic crisis in the country.

Conducting SWOT-analysis based on the pro-
cessing of sources, allowed us to identify weaknesses
and strengths of the bank's credit portfolio, potential
threats and opportunities of internal and external envi-
ronment and, accordingly, to justify ways to improve
credit management policy in general . Given the large
number of banks that have been declared insolvent by
the state regulator [1] and the violation of the financial

stability of the banking system in general, we consider
it appropriate to use a moderate credit strategy by our
bank.

With the growth of the amount and share of im-
paired loans against the background of declining sol-
vency of other banks, businesses and individuals, a
riskier credit portfolio may contribute to the develop-
ment of crises in the financial and economic activities
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of the bank in the medium term. Although interest in-
come on long-term lending is generally lower for bank-
ing institutions, the availability of long-term loans in
the bank's credit portfolio facilitates long-term financial
planning of the bank, as it allows to more accurately
calculate the forecast of payments for such debt. Since
most banks have a predominantly low-risk credit port-
folio, in the face of reduced lending, the availability of
long-term loans creates a certain stability of the bank.

The uneven change in the share of bank loans with
different maturities makes it difficult to financially plan
the bank's cash flows. The increase in short-term lend-
ing to other banks is attributed to the advantages of the
bank, because we consider it appropriate to dominate
the bank's credit portfolio for lending to other banks in
this area of lending. This is due to the crisis of defaults
of many other banks, as well as the specifics of finan-
cial and economic activities of financial institutions.
The declared European course of development of
Ukraine, prospects of cooperation of our state with the
countries with the developed market economy, intro-
duction of innovative structural reforms [3] will pro-
mote deepening of cooperation of domestic banking
system with banking systems of the countries.

Organization of economic cooperation and devel-
opment, so the deepening of cooperation with banks in
OECD countries is considered a promising opportunity
for domestic banks. Critically-problematic debt is es-
sentially bad, ie has little chance of being returned to
the bank; on the other hand, although questionable-crit-
ical is certainly problematic, it has a better chance of
being returned. The assignment of debt on a specific
loan to a critically problematic or doubtfully problem-
atic is left to the responsible employee of the bank, who
is a credit expert.

We propose to divide the loan amount into signif-
icant and insignificant in accordance with the mark of
UAH 50,000, as we believe that the debt less than this
amount is small for this bank and its total amount will
not cover the cost of resources and time for claims and

other activities. bank. Although this amount may be ad-
justed according to changes in the size and structure of
the bank's credit portfolio, both downwards and up-
wards. The use of the algorithm proposed in the above
decision support system will optimize the bank's work
on problem loan management. As a result of the
SWOT-analysis, promising strategic alternative solu-
tions of the bank in the context of certain strengths and
weaknesses of the bank's credit portfolio, its potential
opportunities and threats in the context of improving
the credit portfolio management policy of the banking
institution are outlined (Table 2).

As WO and WT strategies are largely based on
changes in the external environment of the bank, these
alternatives may be more widely implemented in the
bank's operations than within its credit portfolio man-
agement policy.

Based on the SWOT-analysis of the strengths and
weaknesses of the bank's credit portfolio, opportunities
and threats of the bank's credit portfolio management
and the planned alternative strategies for the bank's de-
velopment, we offer the following measures to improve
the bank’s credit portfolio management policy:

1. Development and implementation of a flexible
system for determining lending conditions depending
on the economic situation, the financial condition of the
bank and the financial capabilities of the client and
identifying key conditions that have a certain advantage
over the main competitors.

2. Defining stricter requirements for assessing the
creditworthiness of borrowers based on the use of mod-
ern innovative and information technologies.

3. Carrying out an active information and adver-
tising campaign in institutions and on the bank’s web-
site, as well as mass media to confirm the good reputa-
tion of the bank and prompt response to the publication
of false or discrediting information about the bank, as
well as deepening the use of national-patriotic motives
in documentation, information, advertising booklets,
corporate colors of the bank.

Table 2

Strategic alternatives for bank credit portfolio management based on SWOT analysis of the credit portfolio

SO

ST

Increasing lending to customers and other banks.
Capturing a larger share of the bank credit market in
Ukraine and abroad.

Development and implementation of more attractive
lending conditions than competitors.

Active advertising of credit services of the bank.
Deepening lending to reliable regular customers.
Wider introduction of modern information technol-
ogies and software into the bank's activity.

Determining the optimal interest rate on loans, taking
into account the discount rate and the ability of custom-
ers to issue and repay the loan. Informing the bank's cli-
ents about the positive achievements of the bank.
Monitoring the situation in the regions.

Advanced training of employees and control over their
work.

Making optimistic, pessimistic and realistic forecasts of
the bank's credit portfolio.

WO

WT

Development and implementation of beneficial for
current customers of the bank programs of mortgage
and other lending to individuals.

Implementation of new management decisions
within the risk management policy of the bank's
credit portfolio.

Improving the efficiency of the bank’s credit portfo-
lio management.

Improving work with problem borrowers.
Development of the bank's development strategy
within the framework of stable profitability growth.

Strict compliance with certain regulatory values of addi-
tional risk indicators of the credit portfolio.
Development of the bank's development strategy within
the framework of stable profitability reduction.
Diversification of the list of partner banks and debtor
banks based on the analysis of the current financial con-
dition of financial institutions.

Building a system of rapid response to the disclosure of
false and discrediting information about the bank.
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4. Development of a program of in-depth cooper-
ation with reliable regular customers of the bank, in-
cluding other areas of banking.

5. Search and implementation of possible areas of
cooperation with reliable banks in developed countries
and expansion of lending to OECD banks.

6. Improving the process of using information
technology not only to assess the creditworthiness of
the bank’s customers, but also to monitor the situation
in the regions of the country and the world.

7. Drawing up a forecast of the dynamics, struc-
ture, quality and riskiness of the bank's credit portfolio
on the basis of optimistic, realistic and pessimistic sce-
narios of changes in the internal and external environ-
ment of the bank.

8. Organization of the bank's work with problem
borrowers in the use of the proposed decision support
system.

9. Development of an algorithm of actions in the
conditions of crisis situations in prosperous and stable
regions and acquaintance with it of the bank staff within
the framework of advanced training of employees of
the financial institution.

The application of the above measures will not
only improve the credit portfolio management policy of
the bank we are studying, but also increase the effi-
ciency of its lending activities in general, provided that
the level of risk is acceptable. We see the possibility of
using a similar analysis to study the policy of credit
portfolio management of other financial institutions of
the banking system of Ukraine, as well as the decision
support system for managing problem loans may inter-
est the management of a commercial bank in the pres-
ence of bad debts.

The use of world experience should be a prerequi-
site for the formation and improvement of the banking
system of Ukraine. Despite the fact that the banks of
developed countries operate in other economic condi-
tions, their methods of work can be adapted for use in
our country.

Lending in other countries is also associated with
significant credit risk, but it is measured on a slightly
different scale. In world practice, the future of the bank,
the share of overdue (over 90 days) loans which is close
to 7% of the total, is quite problematic. For reliable
banks, this figure is about 3%. For the domestic bank-
ing system, the values of similar indicators vary in a
wide range: from 2 to 30% [5].

In the world banking practice, much attention is
paid to the assessment and minimization of credit risk
at the level of the entire credit portfolio. The volume,
structure and quality of the credit portfolio are assessed,
and only then measures are taken to optimize its struc-
ture to reduce risk. In Ukraine, as experience shows, to
date, such mechanisms are absent, which led to the rel-
evance of the study.

Foreign banks use special credit rating techniques
to assess credit risk, which are a set of assessment pa-
rameters of the borrower's creditworthiness. They are
characterized by the complexity and comparability of
the entire range of credit risk factors.

British clearing banks assess the potential risk of
loan default using the "PARSEL" and "SAMPARI"

methods.

The "PARSEL" method includes: P (Person) - in-
formation about the person of the potential borrower,
his reputation; A (Amount) - justification of the amount
of the requested loan; R (Repayment) - the possibility
of repayment; S (Security) - security assessment; E
(Exrediensly) - the feasibility of the loan, R (Remuner-
ation) - the bank's fee (interest rate) for the risk of the
loan [10].

SAMRARI method is more widespread in the
evaluation system: C (Character) - the reputation of the
borrower; A (Ability) - assessment of the borrower's
business; M (Means) - analysis of the need to apply for
a loan; P (Rirpose) - the purpose of the loan; A
(Amount) - justification of the purpose of the loan; R
(Repaiment) - the possibility of repayment; | (Insur-
ance) - a method of credit risk insurance [10].

In the practice of American banks use the "rule of
five C": 1 C (customer's character - the character of the
borrower) - the reputation of the borrower, the degree
of responsibility, willingness and willingness to pay the
debt; 2 C (sarasitu to rau - financial opportunities) - in-
volves a careful analysis of income and expenses of the
borrower and prospects for their development in the fu-
ture; From C (sarital) - capital, property; 4 C (collateral)
- loan security, sufficiency, quality and degree of the
realized collateral in case of outstanding loan; 5 C (cur-
rent business conditions and goodwill - general eco-
nomic conditions) - determine the business climate in
the country and affect the position of the bank and the
borrower. These criteria "si" are sometimes supple-
mented by the sixth criterion - 6 C (control) - monitor-
ing of the legal framework of the borrower and its com-
pliance with bank standards [7].

Optimally using these methods, foreign banks
minimize credit risk, clearly organize the credit pro-
cess, achieving the best quality of the credit portfolio.

The subject of thorough analysis for American
commercial banks are factors formed under the influ-
ence of adverse economic conditions, ie a group of fac-
tors independent of the bank's activities: imperfect
management, inadequate initial capital of the firm, high
financial ratio and current cost ratio, high sales: , com-
petition, economic downturn.

In this aspect, the experience of the foreign bank-
ing sector in involving independent rating agencies in
credit risk assessment is interesting. The rating agency
has a large amount of information and experience in
creating unbiased assessments for all possible situa-
tions, it has no interest other than the formation of a re-
liable assessment of the bank's credit risk.

Foreign banks use an audit of loans. Control over
large problem loans may consist of re-examination of
accounting and financial statements, verification of
documentation, quality of collateral. The control exam-
ination considers the issue of compliance of this loan
with the credit policy of the bank, assesses the credit-
worthiness and financial condition of the borrower. An
important form of control over the quality of the credit
portfolio used by Western banks is the audit of loans. It
is conducted by a special department and differs from
the control of the credit inspector in that it is carried out
secretly by employees of independent services that are
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not related to the credit department. The results of au-
dits are reflected in a special report provided to the
bank's management. Along with the assessment of the
credit portfolio, the auditors provide recommendations
for the deepening of credit work, and if necessary,
changes in methods and forms of lending that have de-
veloped in the bank. As the legal owner of the borrowed
funds is the bank, it has the right to actively influence
the borrower in case of abnormal situations.

Abroad, risk management methods such as credit
sales, securitization, scoring and credit bureaus are
common.

A very common way is to protect against credit
risk through the sale of loans. The bank, based on its
assessment of the credit portfolio, may sell a portion of
loans to other investors. Due to this operation, the bank
is able to return the funds that were directed to credit
investments (in whole or in part). The effect of such op-
erations is multifaceted. First, the sale of low-yield as-
sets frees up resources to finance more profitable as-
sets; second, the sale of assets slows down the growth
of bank assets, which helps the bank's management to
achieve a better balance between the increase in bank
capital and the risk associated with lending; third, thus
reducing the relevant items of the bank's balance sheet
(those that characterize its activities are not the best).
As for the technique of selling loans, the seller-bank
may in some cases retain the rights to service the debt.

The procedure for repurchasing problem loans
from banks can be carried out directly by the central
bank (Chile, Hungary, Poland) or the Restructuring
Agency (Czech Republic, USA, Mexico, South Korea).
Loans are sold at a price below their face value. For ex-
ample, in one of the largest markets for the resale of
loans belonging to "third world" countries, credit debts
of borrowers from Argentina, Brazil, Mexico, Peru, the
Philippines and other countries are often sold at a nom-
inal value of 5 cents per dollar. Most of these loans are
purchased in multi-million dollar packages by banks
and corporations with experience in the debtor country.
At the same time, if the economic situation in such a
country improves, the buyers of loans receive signifi-
cant profits, and in the negative case, the losses on such
loans are much smaller than when they are provided di-
rectly.

One of the most common forms of selling their
credit investments by banks in some countries is the so-
called securitization of loans. When carrying out secu-
ritization, the bank offers for sale not the loans them-
selves, but the securities (financial claims) that were is-
sued for these loans.

Securitization is mainly applied to bank loans, al-
lowing banks to transfer credit risk to other market par-
ticipants - investors who buy securities. In addition,
with the help of securitization, the bank can transfer the
risk of interest rate changes and the risk of early repay-
ment of the loan. The securitization process allows you
to move the bank's balance sheet assets to the balance
sheet, ie is one of the off-balance sheet activities of the
bank. Securitization of assets reduces the level of risk
of the bank, improves the quality of assets, allows,
other things being equal, to increase capital adequacy

ratios. In developed markets, securitization as a sepa-
rate type of off-balance sheet activity spread relatively
recently in the 1980s. Several parties are involved in the
securitization process: the bank as the initiator of the
sale of the loan package; a company that issues securi-
ties; guarantor (insurance company); investors (indi-
viduals or legal entities) who buy securities on the mar-
ket. The securitization procedure begins with the bank
that initiates the sale of loans concludes an agreement
with the company that issues securities for the total
amount of securitized loans. Before placing a package
of securities on the market, the issuing company must
obtain the support of a guarantor who performs the
function of insurance of issued securities. Such support
is often provided in the form of government guarantees
or letters of credit from a large bank. As a result, the
securities are placed on the market, and the money re-
ceived from their sale begins to flow to the guarantor
and the issuing company, which transfers them to the
initiating bank [11].

Thus, the bank receives cash for the total pool of
securitized loans. At the same time, the bank continues
to service these loans (which become off-balance sheet
liabilities of the bank), ie to make payments to borrow-
ers, receive funds from the repayment of the principal
amount of debt and interest payments. The bank sends
the received cash flows to the issuer of securities,
which, in turn, transfers them to investors, ie pays the
income on the securities.

Thus, the cash flow begins to flow to the investor
when borrowers pay the principal amount of debt and
interest to the initiating bank. When loans are securit-
ized, ie converted into a package of securities, owner-
ship of these loans and related cash flows flows to in-
vestors. Hence the name - transitional securities. Exam-
ples of securitized assets are mortgages, car loans, and
equipment loans. The securitization procedure allows
the bank to transfer credit risks (transfer the risk to
other market participants), because along with the own-
ership of loans and receipts on them to investors who
have purchased securities on the market, the credit risk
is transferred. In case of non-repayment of loans, inves-
tors suffer losses.

The dominant concept of credit risk optimization
is the theory of diversification. Modern researchers be-
lieve that providing several large loans is much more
dangerous than a large number of small ones. However,
economists also note that this method of risk minimiza-
tion solves the problem of reducing it not by destroying
the economic factors of its occurrence, but by using
public resources to cover the structural defects of indi-
vidual economic entities.

A striking manifestation of the process of credit
risk diversification is the development in the world
practice of consortium lending, in which creditors are
several banks participating in the consortium.

Banks may enter into consortium lending agree-
ments for co-financing. Within such an amalgamation,
the risk associated with long-term lending is shared
among the participants, allowing member banks to
maintain their liquidity reserves at a lower level. Bank-
ing consortia have a special place in such associations.
Consortium lending is carried out in order to guarantee
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the return of large loans, reduce the level of risk when
lending to projects that require significant capital in-
vestment.

A banking consortium is a temporary association
of banks that is created to coordinate actions in con-
ducting various types of banking operations or to lend
to one but large transaction [9]. A banking consortium
is formed by banks on a parity basis. The number of
members of such a consortium is not limited. The ac-
tions of the participants are coordinated by the main
bank (leader), which represents the interests of the con-
sortium, but acts within the powers it receives from
other members of the consortium. For the organization
of the consortium, the leading bank receives a special
fee, in addition to interest and commissions covering its
costs. In the case of consortium lending, only the part
of the loan provided directly by that bank is subject to
reservation in the leading bank. Each member of the
consortium independently evaluates the effectiveness
of the project and determines the conditions of partici-
pation in it or can offer their own option for project
lending. The members of the consortium are jointly and
severally liable to the borrowers.

In the event of maturity, the borrower not only re-
turns to the creditors the loan amount and interest on
the loan, but also reimburses all costs of the organiza-
tion to carry out credit operations. Repayment of the
loan, payment of interest and commissions that cover
the costs of participating banks are made in proportion
to their role and share of participation provided for in
the consortium agreement. A parallel loan has some
similarities with a consortium loan. Such an agreement
involves two or more banks, each of which inde-
pendently negotiates with the borrower, and then they
agree on the terms of the loan in order to eventually en-
ter into loan agreements with the borrower on equal
terms. Each bank independently provides the borrower
with a certain share of the loan. Repayment of the loan
and payment of interest are made by the borrower to
each creditor bank separately.

But it should be noted that the method of diversi-
fication is unable to protect against the influence of fac-
tors such as expectations of crisis or economic growth
in general, fluctuations in bank interest rates, political
fluctuations and other global factors. In addition, diver-
sification can not only reduce but also increase risk.
The risk increases in the case of lending to industries
for which information is limited and insufficient.

Another method of minimizing credit risk used by
banks and requiring reliable information about the bor-
rower is insurance.

In foreign practice, credit insurance was first de-
veloped in Europe after the First World War. Nowa-
days, credit insurance is mainly provided by specialized
insurance companies. Acceptance of credit risk is
mainly associated with the formation of a database on
the financial condition of potential customers. Banks
are the providers of such information. Information ex-
change is widely practiced among insurance companies
engaged in credit insurance.

There are also specialized firms that provide the
necessary information for a fee, including confidential.

For example, in world practice, one of the most

well-known sources of data on creditworthiness is the
firm "Dan and Bradstreet", which collects information
about about 3 million companies in the United States
and Canada and provides it by subscription. Brief in-
formation and assessment of the creditworthiness of
each firm are published in national and regional direc-
tories [4].

In the United States and Western Europe, scoring
is widely used in lending - as one of the methods of
assessing credit risk - automated systems based on
mathematical and statistical methods. Credit scoring is
a technology used by credit and financial institutions to
determine and assess the solvency of customers. Credit
scoring allows, based on certain characteristics of ex-
isting customers and potential suppliers, by calculating
the points, to determine the risks associated with lend-
ing [10].

The initial material for scoring is a variety of in-
formation about past customers, on the basis of which
using various statistical and non-statistical methods of
classification predict the creditworthiness of future bor-
rowers. Among the advantages of scoring systems,
Western bankers in the pre-crisis period noted, first of
all, a decrease in the level of loan default. However, the
crisis has radically changed views on the risk manage-
ment system. Some modern economists believe that the
introduction of scoring and unification of the assess-
ment of the borrower's creditworthiness caused a credit
crunch. At the moment, the tendency of an individual
approach to each client in assessing its creditworthiness
is more progressive.

Scoring can be used at every stage of the credit cy-
cle. When the client applies to the lender, a preliminary
scoring is calculated, which allows you to weed out un-
wanted clients, before the decision to issue a scoring
application is used. The scoring method allows you to
perform a quick analysis of the loan application in the
presence of the client. It should be noted that scoring is
used as an additional tool to determine the creditwor-
thiness of the borrower, along with the business rules
established for the decision to grant a loan.

After the loan is issued, the scoring of the client's
behavior is calculated on the basis of his payment dis-
cipline. Based on the results of this scoring, a set of
measures to work with current customers is determined
- the offer of loyalty systems, additional services on
preferential terms to customers with high scoring.

In the third stage of the loan cycle, the scoring of
debt collection is calculated. Before repaying the loan,
a preliminary scoring of the probability of bad debt is
calculated, which identifies customers with a high risk
of loan default to which a set of appropriate measures
is applied, which allows to significantly prevent the oc-
currence of bad debts. After overdue debt payment,
scoring also allows you to determine a set of actions for
such clients.

Advantages of using scoring:

- Reducing the costs of the credit and financial in-
stitution by selecting the most reliable customers.

- Accelerate the loan process.

- Reducing the number of unscrupulous borrow-
ers.

- Implementation of customer segmentation to
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choose the best pricing solution.

- Monitoring the current status of customers.

- Use of different types of scoring cards.

- Support for various strategies.

- Automatic data verification.

- Development of documents (loan agreements,
promissory notes, letters of guarantee, etc.).

- Constant supervision over the functioning of the
system by specialists of the credit department [1].

At the level of credit portfolio management, they
move from optimizing the decision-making process at
the level of customers / accounts and transactions to de-
cisions at the level of credit portfolios. The develop-
ment of stress test models involving "shocks" of exter-
nal macroeconomic factors and their impact on the "in-
ternal parameters" of losses (PD, LGD and the like) is
expected.

With this mechanism, the investment rating can al-
ready correspond to the entire portfolio, which is equiv-
alent to the rating assigned by the rating agency. These
models usually show the time lag between the move-
ments of external factors and the corresponding
changes in the default parameters. And these temporary
lags vary from product to product. For example, for an
unsecured consumer credit portfolio, the effect will be
faster than for a mortgage portfolio. In light of this ef-
fect, it is possible to identify the possibility of reducing
the requirements for economic capital.

The advantage at this level is a measure of the pa-
rameters of "appetite” for risk. Risk reduction can be
done through securitization, reinsurance or even with-
drawal of investments. Risk-adjusted pricing can be ret-
rospectively analyzed at the level of the entire portfolio
to determine the true profitability of set prices. External
factors that affect the level of losses are identified in
advance, which allows you to respond quickly and in a
timely manner to changes in the economic situation.

The architecture to maintain this level already re-
quires a "causal" model of losses (ie, which expresses
the relationship of losses as a consequence, with the
causes that caused them), which should include stress
tests and modeling of potential feedback policies. Cer-
tain difficulties arise in selecting the appropriate time
sequences of data to calibrate the model.

But the best, in our opinion, is the creation in
Ukraine of the so-called "gear", a system of specialized
credit bureaus, which play an important role in reduc-
ing the risk of transactions. A study of world experience
has shown that such bureaus are created so that the
lender can obtain information about the state of the bor-
rower's solvency, violation of payment discipline and
on its basis to assess the degree of risk of future trans-
actions. Foreign experience shows that these problems
can be solved only with the help of credit bureaus cre-
ated to exchange information about borrowers between
creditors.

The credit bureau provides various reports on
credit transactions depending on the availability of in-
formation about the potential borrower, the type of loan
they provide and, most importantly, the level of detail
required by the lender. The simplest report contains in-
formation on past outstanding and overdue loans - the
so-called "black" or "negative" data. The most detailed

reports - "white" or "positive" contain the full range of
information about the assets and liabilities of the bor-
rower, guarantees, the structure of debt by maturity and
time, his employment and family history. Credit bu-
reaus in one form or another now operate almost all
over the world. In most countries, it was concluded that
effective economic development is impossible without
information openness and transparency [7].

An analysis of foreign experience in solving the
problems of non-performing loans of commercial
banks shows that the elimination of doubtful debts from
the balance sheets of commercial banks is a complex
matter and requires prudent approaches. In addition, the
experience of a number of countries with economies in
transition (Czech Republic, Romania, Hungary, Po-
land), which managed to significantly reduce bad debts
in the banking sector, shows that the effective imple-
mentation of programs to improve credit quality of
banks was supported by government.

The use of foreign experience in improving credit
risk management in Ukrainian banks should continue
by creating a comprehensive credit risk management
mechanism, the effect of which is to insure against
probable, undesirable deviations of actual results from
those predicted by financial instruments used in world
practice. In our opinion, independent reliable rating
agencies or credit bureau systems should be established
in Ukraine, which have been operating abroad for a
long time and have been proven to be effective.

Thus, based on the analysis of the state of credit
portfolio management in domestic banks in general, the
proposed strategic directions of credit portfolio im-
provement can be said that a prudent credit policy with
rising interest rates, constant monitoring of credit port-
folio components, urgent actions of banking manage-
ment should lead to risk management. to the growth of
lending, improving the quality management system of
the credit portfolio. Also, the implementation of mostly
high-quality measures to improve the structure of the
credit portfolio, in our opinion, will affect the financial
stability of banks and the efficiency of their activities,
will increase the competitiveness and security of do-
mestic banking institutions.
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AHoTanis

B crarTi npoananizoBaHo cydacHuUi cTaH (POHIOBOTO pUHKY YKpainu. OOrpyHTOBaHO aKTyajbHi IPOOJIeMH,
110 CTPUMYIOTh PO3BHTOK (DOH/IOBOTO PUHKY YKpaiHU Ta HOro aJanTaiiito B CBITOBUI eKkOHOMIYHMI nipocTip. [o-
BEJICHO, 10 aKTHBi3alis GpyHKIioHyBaHHS (GOHIOBOI OipKi B YKpaiHi CIpUsATHME 3aly4€HHIO CTPAaTeriYHUX 1HBe-
CTOpIB JUI (piHAHCYBaHHS IHHOBaLiHHUX MPOLIECIB PO3BUTKY Ha ITiAIIPUEMCTBAX ITPOMHUCIIOBOCTI. BH3Ha4yeHo oc-
HOBHI HanpsiMH cTparerii po3BUTKY GornoBuX Oipk Ykpainu. HaBeneno ta oOrpyHTOBaHO MOXKIMBOCTI BUKOpPH-
CTaHHs B YKpaiHi METOJMK yNpaBIiHHSA (GOHIOBUMH PUHKAMH KPAiH i3 PO3BUHYTOI0 EKOHOMIKOIO.

Abstract

The article analyzes the current state of the stock market of Ukraine. The current problems hindering the
development of the stock market of Ukraine and its adaptation to the world economic space are substantiated. It is
proved that the intensification of the stock exchange in Ukraine will help attract strategic investors to finance
innovative development processes in industrial enterprises. The main directions of the strategy of development of
stock exchanges of Ukraine are determined. Possibilities of using in Ukraine methods of management of stock
markets of the countries with the developed economy are resulted and substantiated.
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CydacHi yMOBH TOCHOZApIOBAaHHS, 3POCTaHHS
KOHKYPEHIIii, eKOHOMiYHi Ta (iHAHCOBI iHTeTpamifiHi
MPOIIECH MOCTYIIOBO BiIAlOTh MPOBIIHI POJIi PHHKY
KalliTaliB, 30KpeMa PUHKY ILIHHUX TanepiB, 3aBISKH
SAKOMY MiJIPUEMCTBA MAalOTh MOXKIIUBICTH 3allydaTH
JI07aTKOBI (piHAHCOBI pecypcH [uist 30eperkeHHs TpUOy-
TKOBOCTI i HIOAAJIBIIOTO PO3BUTKY CBOET MiSUIBHOCTI, a

PUHOK — e()eKTUBHIX EMiTEHTIB.

OCTaHHIMH pOKaMH CIOCTEpIraloThCsA ICTOTHI
3MiHH B CTPYKTYpi (PiHAHCOBHX IHCTPYMEHTIB oIepa-
i i3 IHHUMY ManepamMu B YKpaiHu, ajne TuHaMiqYHAHA
PO3BHUTOK TaKHX OIeparliii Mo>ke BiOyBaTucs JInIIe 3a
YMOB JIOTPHMAaHHS J>KOCTKHX YMOB CBiTOBOTO PHHKY
1010 JIKBITHOCTI, HaJIHOCTI, KOHKYPEHTO31aTHOCTI



