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MANAGEMENT OF THE BANK'S CREDIT ACTIVITY
AS A FACTOR ENSURING ITS STABILITY

Abstract. Now we see that the financial stability of banks is an essential condition for the effective
functioning of Ukraine's economy as a whole. Strengthening the stability of banks, their dynamic
development, increasing confidence, as well as increasing the positive impact of the country's banking
system on various economic development processes, show the following that it is necessary to improve
banking to ensure maximum profitability of banking and anticipate all possible risks.

Today, it is the supply of credit resources that is significantly hampering the overcoming of the crisis
and the improvement of economic development indicators, as well as the lack of stability in ensuring the
fulfillment of obligations to their depositors by banks. Based on this, we see that monitoring the functioning of
banks in relation to sustainable development is one of the most important tasks.

The concepts of "credit”, "credit activity" and "financial stability", methods of credit management to
achieve financial stability and conditions for improving the efficiency of credit management were studied.

Based on the data of JSC CB "PrivatBank", the article analyzes the level of financial stability and
features of the bank's lending activities from 2018 to the present.

In order to support any economic system, including the bank, or to achieve more significant results,
or in a certain state, a necessary condition is coordinated action. The financial stability of a bank is a
multifaceted and complex process that is carried out through the interaction of various levers, tools, forms,
methods and ways of influencing the subject of management on its object, based on a well-developed
concept.

The conclusions provide recommendations for managing the bank's lending activities to ensure its
stability.

Key words: bank credit activity, financial stability, credit activity management, bank stability
indicators, banking activity.
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Introduction. Based on the fact that the banking sector plays a dominant role in the
structure of the financial market of Ukraine, there is a need to study the issue of investing in
banking institutions in their target direction. Among them, credit activity occupies a special place,
which in turn determines the relevance of the selected issues.

Analysis of recent research and problem setting. The question of ensuring the financial
stability of banks is a concern and is in many scientific studies. They were considered in the works
of the following foreign and domestic scientists in the field of economics: L. Primostka J.
Kaminska, V. Korneeva, G. Azarenkova, O. Baranovsky, O. Vasyurenko, O. Golovko, S.
Drobyshevsky, M. Matovnikov, N. Pogorelenko and others.

Attention was also paid to the management of the bank’s credit activities. This can be seen in
the works of domestic and foreign scientists: L. Tolstosheeva, N. Ostrovskaya, I. Salo, N. Bobyl, V.
Vitlinsky, K. Karas, N. Volkova, P. Dadashova, V. Dzyublyuk, A. Epifanov, M. Kvasniy, O.
Klyusko, V. Kovalenko, B. Lutsiv, V. Podchesova, V. Mishchenko, L. Ostankova, N. Prytula and
other scientists [1]. However, the analysis of the above scientific literature shows the presence of
certain aspects of this topic, which are not fully covered or characterized by ambiguity of existing
approaches.

The purpose of the article is to identify methods and ways to improve the efficiency of credit
management as a factor in ensuring the financial stability of banks, in particular on the example of
JSC CB "PrivatBank™

Research results. Today, as we know, an important component of the economic
development of each country is banking. Lending activity occupies one of the priority places in the
general list of banking operations, due to the fact that income from its implementation is the main
share of all income of the bank. Taking into account the current problems of banks in the economic
crisis, the need to study issues related to attracting and placing on the market of credit services of
credit resources. The topic is relevant due to the improvement of theoretical and methodological
principles of effective management of credit activities of domestic banks. Their ability to meet the
needs of society in borrowed funds affects the development of the country's economy. To a large
extent, the stability of the banking system depends on the level of efficiency of banks' lending
activities [2].

Further in table 1 we can get acquainted with the definition of "credit activity" according to
various scholars:

Table 1
Definition of "credit activity" by scientists
Author, source Definition
L. Tolstosheeva [3] a set of actions aimed at forming the necessary amounts of credit resources through the

attraction of funds of legal entities and individuals and placing these resources on the credit
market in compliance with generally accepted principles and existing legal norms

N. Ostrovskaya [4] a set of actions aimed, in addition to the direct organization of the credit process, to achieve
high efficiency of credit investments, meet the demand for credit services, minimize credit
risk and the formation of sustainable competitive advantages in the credit sphere

V. Volokhov [5] it is a complex process of reproduction and sale of credit services for profit

0.D. Vovchak [6] system of measures of a commercial bank in the field of lending to its customers, which
carries out the bank to implement its overall strategy in a certain period of time

Source: built by the author using [3-6]

Based on all of the above, in our opinion, the bank's lending activity is a kind of component
of banking activities, which manifests itself in the form of a coordinated, strategic and tactical
goals, a set of practical actions and internal banking processes aimed at forming credit resources. In
addition, their distribution at a controlled level of risk for profit. Thus, after this definition, it is
advisable to identify the following main stages of the organization of credit activities of the bank

(Fig. 1):
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The main stages of the organization of credit activities of the bank

1 organizational support of credit activity;
N—
2 formation of bank credit resources;
\———
3 carrying out credit operations;
\———
4 risk management of the bank's credit activity;
5 monitoring and control of credit activity.

Source: built by the author using [7]

Fig. 1 The main stages of the organization of credit activities of the bank

Regarding the concept of "financial stability of the bank™, the basis of market stability and
financial stability of the bank are the development of effective credit policy, proper organization of
bank lending, as well as a flexible risk management system. That is why the credit activity of the
bank, the implementation of which depends on an acceptable theoretical and methodological
justification of the means of functioning and organization, necessitates further development of
research in the use of credit relations of the bank in practice [8].

In Figure 2 we can see the process of ensuring the financial stability of the bank, which
consists of the following main elements:

The process of ensuring the financial stability of the bank

1 Planning;

2 Analysis and evaluation of key indicators;
3 Regulation of the bank's financial stability;
4 Control

Source: built by the author using [9]

Fig. 2 The process of ensuring the financial stability of the bank

Lending has a significant impact on the financial stability of the bank. It can be called one of the
most important sources for the development of the real sector of the economy. But in recent years, the state
of Ukraine's banking lending activity indicates a not quite sufficient level of its development.

Let's analyze the state of credit activity of JSC CB "PrivatBank™. Based on the data of the annual
report, we see that 8 million citizens of our country use credit cards, car loans and mortgages offered by
PrivatBank. As for small and medium-sized businesses (SMEs), they found themselves in a difficult
situation last year. 70% of SMEs are served by PrivatBank. The bank's team found out that they were
responsible for them [10].

That is why small and medium-sized businesses received credit support from the bank in the amount
of UAH 8.9 billion in 2020.

Almost 1/5 million private entrepreneurs received loans. This served because the bank became the
national leader of the state program "Affordable Loans 5-7-9%". PrivatBank issued almost 2.2 thousand such
loans in the period from the beginning to the end of 2020. It was ahead of other banks by more than 1,000
contracts.
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But all was not limited to the issuance of new loans:

- the bank reduced lending rates for 60 thousand customers;

- 6.5 thousand entrepreneurs received credit vacations.

The share of problem loans in 2020 on the "new" portfolio increased by only 0.9 percentage points.
(up to 5.6%). That is, 94.4% - the bulk of the total "new" loan portfolio of the bank is, so to speak, healthy.

In table 2 we can see the indicators of loans and advances to customers of the bank in monetary

terms:

Table 2

Loans and advances to clients of JSC CB "PrivatBank" for 2018-2020, UAH million

Indicator December 31, December 31, December
2018 2019 31, 2020

Loans and recel_vables under finance leases managed as a 212 795 210 579 164 332
separate portfolio
Loans to legal entities 5648 6 250 5509
Loans to individuals - credit cards 45314 51 890 40 609
Loans to individuals - mortgages 12 923 11 467 9 566
Loans to individuals - consumer loans 4193 4148 3500
Loans to individuals - loans to purchase a car 332 250 35
Loans to individuals - other loans 672 498 129
Loans to small and medium-sized enterprises (SMES) 8 251 8 555 6 859
Accounts receivable under financial leasing - individuals 710 1152 152
Accounts receivable under financial leasing - legal entities 654 742 588
Accounts receivable from financial leasing - small and
medium-sized enterprises (SMES) 248 418 517
Acquired / created impaired loans 196 94 76
Total loans and advances to customers, total 291 963 296 043 232772
Minus: reserve for expected credit losses (241 796) (236 499) (177 751)
Total loans and advances to customers 50 140 59 544 55 021

Source: built by the author using [11]

The category "Loans managed as a separate portfolio” consists of non-performing loans, as
of December 31, 2020 and 2019, which were issued by the end of 2016. Management believes that
this portfolio includes indicators of credit risk, even regardless of the classification by area of
business (as of the date of these loans) and industry.

Under these loans, as of the end of 2020, the Bank demonstrates UAH 164,332 million of
the provision for expected loan losses. The same figure last year amounted to 210,579 million
hryvnias. The bank wrote off UAH 46,247 million from the reserve of these loans during 2020.

In 2020, advances and loans to customers, which the Bank wrote off from reserves in
previous years, were repaid in the total amount of UAH 233 million. The same figure for 2019 is
296 million hryvnias. In addition, there were reimbursements of UAH 180 million on credit cards.
As of 2019 - 233 million hryvnias. The next is the repayment of loans to legal entities of UAH 73
million for 2020 and UAH 100 million for 2019, respectively. Also 3 million hryvnias on loans to
SMEs and 5 million hryvnias in 20109.

We can also look at the change in the capacity ratio for credit operations (Table 3). This is
the ratio of interest expenses to bank interest income. The ratio assesses the stability of the bank in
the credit market. The calculation of this ratio allows you to determine what percentage of borrowed
funds are directed directly to activities related to lending.

Table 3
The value of the coefficient of capacity of JSC CB "PrivatBank™
on credit operations in 2018-2020
2018 year 2019 year 2020 year
0,455 0,418 0,355
Source: built by the author using [11]

Standard
<0,75

10



ISSN 2786-5002 (online) ®IHAHCOBO-KPEAUTHI CUCTEMW: MEPCNEKTUBU PO3BUTKY
ISSN 2786-4995 (print) FINANCIAL AND CREDIT SYSTEMS: PROSPECTS FOR DEVELOPMENT

3(3)2021

We see that for these years the value of the indicator does not exceed the critical value of
0.75. This indicates the company's conservative credit policy. To ensure the efficiency of lending,
banks aim to maximize their interest income. And also to achieve the level of profitability set by the
strategy.

PrivatBank lends responsibly - the bank refused to increase credit limits for the quarantine
period. The bank made a conscious decision, so the loan portfolio decreased by 8% last year.

PrivatBank's net loan portfolio decreased by 8% to UAH 55.0 billion, compared to UAH
59.5 billion in the previous year. This was due to pauses in raising credit limits during the
quarantine period, as well as tightening requirements for borrowers. That is why responsible
lending helps customers make sound financial decisions in the uncertain economic environment
caused by the pandemic.

More than 20 million people have used the services of PrivatBank at least once in their lives.
In turn, this is from all users of banking services in the country. From individuals to entrepreneurs
and companies. About 18 million Ukrainians continuously use the services of PrivatBank. Over the
last year, the number of active clients has increased by 600,000.

In Figure 3 we see the general indicators of the financial condition of the bank according to
the NBU website as of 01.01.2021:

Total assets Customer funds raised Issued loans
UAH 568.24 billion UAH 309.54 billion UAH 56.81 billion
(1 place) (1 place) (2nd place)
Hryvn-la.funds of I_:orglgn currency fgnds of Funds of legal entities
individuals individuals, in equivalent
UAH 176 53 billion $2.70 billion USA UA'&E&"ZQ fe';"on
(1 place) (1 place) P

Credit rating: uaAA (very high

creditworthiness) International credit rating: b3 (medium risk)

Source: built by the author using [12]
Fig. 3 General indicators of the financial condition of JSC CB "PrivatBank" as of 01.01.2021

Thus, based on the above information, we can conclude that the bank is a leader in many
respects, has a credit rating of uaAA, which in turn means a very high creditworthiness and b3 -
medium risk, according to the international credit rating. PrivatBank also has a very large list of
lending services to individuals (card "Universal” and "Universal Gold", "Instant Installment”, "Cash
Loan", "Payment in installments"), mortgages and loans for new, special and used cars ) and for
legal entities ("CUB™" and others).

Conclusions. Thus, we can determine that the gradual solution of these problems in the
Bank's lending activities, including increasing the share of the corporate sector in the loan portfolio
by increasing the activity of existing customers and attracting new ones, developing a single
mechanism for determining creditworthiness and strict compliance issues of lending, and solving
problems with loans that are combined into a separate portfolio will significantly improve the
quality of the loan portfolio and increase the profitability of this activity, as well as reduce the cost
of reserves, and thus increase the capacity of lending activities (including increasing funds for

lending activities).
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In turn, increasing the capacity while working with the corporate sector to increase its
activity in the lending activities of JSC CB "PrivatBank™ will eventually increase their share in the
structure of the loan portfolio and increase the value of the portfolio, and thus increase the share of
the loan portfolio in the general structure of assets of this JSC CB "PrivatBank™ [13].

Thus, the transformation of the weaknesses of this JSC CB "PrivatBank™ in its lending
activities is a reserve to increase its financial stability.
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YIIPABJIIHHSA KPEJAUTHOIO JIAJBHICTIO BAHKY SAK ®AKTOP
3ABE3IEYEHHS MO0 CTABLJIBHOCTI

AHoranis. ®@iHancoBa cTaOUIBHICTE OaHKIB € BKpad HEOOXiAHOIO YMOBOIO €(eKTHBHOTO (DYHKIIIOHYBaHHS
€KOHOMIKM YKpaiHu 3arajioM. 3MilHEHHs CcTa0iIbHOCTI OaHKIB, iX JNMHAMIYHUN PO3BUTOK, IiIBUIICHHS IOBipH, a
TaKOX, 1 M/IBUIIEHHS TO3UTHBHOTO BIUIMBY OAHKIBCHKOI CUCTEMH KpaiHM Ha Pi3HI NPOLIECH EKOHOMIYHOTO PO3BHUTKY,
MOKa3ylTh HACTYITHE, IO HEOOXITHO BIOCKOHAIIOBATH OAHKIBCHKY JIsUTBHICTH TakK, abu 3a0e3MEUUTH MaKCUMAIbHY
npuOyTKOBICTh OAHKIBCHKOTO Oi3HECY 1 Iepe10aynTH yCi MOXKIIMBI PUZHKH.

CpOroziHi 3HaYHO rajibMYy€ IIOJO0JIaHHS KPU30BUX SIBUII Ta MMOKPAILIEHHS MMOKA3HUKIB €KOHOMIYHOTO PO3BUTKY
caMme MPOIO3HIIii KPESIUTHUX PECYPCiB, a TAKOXK 1 BIICYTHICTh CTa0IIBHOCTI 1010 3a0€3MeYCHHST BUKOHAHb 3000B’13aHb
nepes CBOIMHM BKJIQJIHMKaMu i3 00Ky OaHkiB. Buxonsun 3 mporo, 6auumo, o CHOCTEPEXEHHS 32 (DyHKLIOHYBaHHIM
0aHKiB caMe CTOCOBHO CTa01TFHOTO PO3BUTKY MTOCTAE OJHUM 3 HAHBaXKITUBIIINX 3aBaHb.

VY crarTti Oyn0 AOCTIIKEHO 3MICT MOHATH «KPEAUT», «KPETUTHA TiSUTBHICTHY Ta «(piHAHCOBA CTAOLIBHICTHY.
PosrnsHyTO METOAM YIpaBIiHHS KPEIUTHOO AisUTBHICTIO OaHKY U TOCSATHEHHS (piHAHCOBOI CTAOLIBHOCTI Ta yMOBHU
MiJBUIICHHS e()eKTHBHOCTI YIPaBIiHHS KPEIUTHOO TisITHHICTIO.

Ha ocnoBi gammx mismeHOCTi AT KB «IIpmBatbamk», B craTTi mpoaHami3oBaHO piBeHb (iHAHCOBOI
CTab1TBHOCTI Ta 0COOIMBOCTI KPEAUTHOT MisIIbHOCTI OaHKy mounHatouu i3 2018 poky Ta mo TemepilrHii yac.

3amus Toro, abu miaTpUMard Oy/Ab-sIKYy €KOHOMIYHY CHUCTEMY, Y TOMY 4MCIHi i OaHKy, abo JuIs IOCATHEHHS
OUThIII 3HAYHHUX PE3YNIbTAaTiB, a00 y BH3HAUCHOMY CTaHi, HCOOXiTHOI YMOBOIO TIOCTa€ CKOOPAMWHOBAHA JisUTbHICTE.
®dinaHcoBa cTabUIBHICTD OaHKY sIBJIA€ COOOI0 OaraTorpaHHUil 1 CKIIQAHUH NPOILEC, M0 3/1HCHIOEThCS Yepe3 B3aEMO/III0
PI3HMX BaXKeJiB, IHCTPYMEHTIB, GOPM, METO/IB 1 CIOCO0IB BIUIMBY Cy0 €KTA YIpPaBIiHHS Ha HOrO 00 €KT, OCHOBOIO 4OTO
€ YiTKO PO3po0IieHa KOHIICTIIis.

Y BHCHOBKAax HaBEIEHO PEKOMEHMAIii CTOCOBHO YIPABIIHHA KpPEIUTHOI MisUTbHICTIO OaHKy 3aJyIst
3abe3neueHHs Horo cTabiTbHOCTI.

Knrouosi cnosa: kpeoumna OisnvHicms Oauky, Ginancosa cmabinbhicmv, YNPAGHIHHA KPEOUMHOI
OQIAbHICINIO, NOKA3HUKU CMAOITbHOCME OAHKY, OAHKIBCHKA OIsIbHICHb.

®opmynu: 0; puc.: 3, Tabmn.: 3, 6i6m1.: 13
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