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ECONOMY IN THE CONTEXT OF EXTERNAL FLUCTUATIONS

Abstract. The article proves that the state regulation of negative manifestations in the functioning of the
financial architecture of the national economy is carried out on the basis of a list of effective instruments of
national financial policy, directly fiscal and monetary. It is determined that the subjects of ordinary state
regulation of the financial architecture of the national economy are the National Bank of Ukraine, the National
Commission on Securities and Stock Market, other regulatory bodies (such as the Antimonopoly Committee of
Ukraine and the Ministry of Finance of Ukraine and others). It is proposed to include in the goals of such
regulation: protection of socio-economic interests of potential participants in financial architecture; equal access
of relevant market participants to various components of the financial architecture; support of healthy
competition in the financial market, level of transparency and openness, gradual integration into the
international financial architecture. It is concluded that the presented strategic directions for state regulation of
negative manifestations in the functioning of the financial architecture of the national economy are aimed at
forming a reliable system for protecting the rights of investors, as well as protecting socio-economic interests of
relevant consumers of financial services. The regulatory mechanism is presented, under which we propose to
understand the interconnected system of subjects, forms, instruments and objects of financial market
regulation, which operates to achieve sustainable development of financial architecture and all its components,
which is generally aimed at improving the sustainability of national economy.
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Introduction. In the context of dynamic development of the financial architecture of the
national economy, quite relevant issues include not only the identification of imbalances in the
movement of appropriate financial resources on social and economic development indicators of
Ukraine, investment flows, the sustainable financial architecture, the level of perception of
convergence with businesses of the national economy, and regulation of destructive processes in
order to neutralize them.

Analysis of research and statement of the problem. Various theoretical and
methodological directions of development of the financial architecture of the Ukrainian economy
are reflected in the scientific works of M. Barkley, G. Brown, R. Brayley, S. Brigham, A. Wagner,
M. Goldstein, G. Demsets, R. Entov, K. Eeberg, J. Sonnenfels, I. Ivashkivska, R. Kapelyushnikov,
M. Kokoreva, B. Kolas, R. La Porta, F. Lopez de Silanes, S. Myers, K. Smith, A. Stepanow, D.
Finerty, J. Van Horn, A. Schleifer and others. Among the domestic scientists who have studied this
issue should be noted the scientific works of G. Azarenkova, O. Baranovsky, N. Bychkova, M.
Bilyk, 1. Blank, A. Boyko, T. Bondaruk, V. Vyhovska, N. Vyhovska, A. Hrytsenko, V.
Yevdokymov, |. Zyatkovsky, O. Laktionova, I. Lukyanenko, V. Margasova, V. Melnyk, S.
Onyshko, L. Sidelnikova, O. Tereshchenko, V. Fedosov, L Fedulova, 1. Shkolnyk, and others.

Research results. Regulation of negative manifestations in the functioning of the financial
architecture of the national economy is aimed at overcoming them. Thus, regulation is going to
neutralize negative manifestations in the functioning of the financial architecture of the national
economy.

Therefore, state regulation of negative manifestations in the functioning of the financial
architecture of the national economy is carried out using a range of efficient tools of the national
financial policy, namely fiscal and monetary policies.

Entities of common state regulation of the development of the financial architecture of the
national economy are the NBU, the National Securities and Stock Market Commission, other
regulatory bodies (e.g., the Antimonopoly Committee of Ukraine, the Ministry of Finance of Ukraine,
etc.), etc. [1]. State regulation of the financial sector has defined goals, objects, etc. One of the
objectives of such regulation is, for example, to mitigate the dominant demand for pseudo-financial
transactions compared to its current level.

Strategic goals of this regulation: 1) protection of social and economic interests of potential
participants in financial architecture relations; 2) equality of access of corresponding market players
to different components of the financial architecture; 3) support of healthy competition on the
financial market, the level of transparency and openness, gradual integration into the international
financial architecture [2].

The presented strategic areas of state regulation of negative manifestations in the functioning
of the financial architecture of the national economy are aimed at establishing a reliable system
for protecting investors’ rights, as well as protecting social and economic interests of
corresponding consumers of financial services.

Efficient state regulation of negative manifestations in the functioning of the financial
architecture of the national economy should be relevant, rational and goal-oriented. Taking into
account each specific conditions of economic management, state regulation of negative
manifestations in the functioning of the financial architecture of the national economy is
characterized by targets, strategic goals, ways and methods of implementation, activities, forms
and mechanisms for implementation, efficient tools and their indicators, etc. (Fig. 1).

Fig. 1 shows particular characteristics for self-regulation of negative manifestations in the
functioning of the financial architecture of the national economy. A strategic area in increasing
the level of efficiency and relevance for state regulation of negative manifestations in the
functioning of the financial architecture of the national economy is the revision of further
optimization of the regulatory framework in order to develop the financial architecture and
businesses of the national economy, as well as to ensure their specific interaction. Efficient
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implementation of this concept will primarily have a positive impact on the advancement of
methodological support for the development of the financial architecture of the national economy,
encourage prompt development of an effective mechanism for protecting corresponding social
and economic interests to prevent the overflowing of necessary resources to the financial
architecture. In this aspect, it is crucial for public authorities at all levels to remain without due
attention while implementing appropriate regulatory measures in order to provide possibilities for
stable business activities, guarantee the fulfillment of corresponding obligations, etc.
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Fig. 1. Particularities of regulation of negative manifestations in the functioning of the financial architecture
of the national economy.
Source: developed by the authors

It should be noted that the efficiency of state regulation of negative manifestations in the
functioning of the financial architecture of the national economy can only be ensured by the
seamless revision of the regulatory framework in all sectors and industries of the national
economy and operations of business entities presented comprehensively.

A significant area in enhancing the efficiency and performance of the mechanism for state
regulation of negative manifestations in the functioning of the financial architecture of the
national economy is the use of a sound socio-economic view on the establishment and use of
effective financial policy tools and their corresponding indicators for assessment. One should
additionally determine appropriate time lags between the beginning of applying financial policy
tools and obtaining of the expected results.

To efficiently implement strategic areas in achieving the strategic focus of state regulation of
negative manifestations in the functioning of the financial architecture of the national economy,
let’s examine aspects of ensuring the sustainable development of the financial architecture.
Meanwhile, take into account that the reliability of the financial architecture can be ensured by
the proper level of its stability.

Therefore, the sustainable development of the financial architecture will initially depend on
the proper condition of its all components. It is this kind of development that will substantially
affect the economy. Poor assurance of the development of the financial architecture of the
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national economy and its dynamic decline generally restrains the impact on the efficiency of the
social and economic growth of the country. Consequently, a properly chosen dynamic strategy for
the development of the financial architecture will highlight quite positive targets to ensure the
economic growth [3].

Given below are systematized features of the impact of the state policy (in the context of its
presented tools) and economic institutions on the sustainable development of the financial

architecture (Fig. 2).

Impact on sustainability and stability of financial sector

State economic policy

Financial market
participants

Real market
participants

- monetary policy tools;

- budget policy tools;

- tax policy tools;

- investment policy tools;

- price policy tools;

- exchange rate policy tools;

- depreciation policy tools;

- overall performance
of financial sector
participants;

- current performance
policy of financial
sector participants;

- competitive ability of

- overall performance
of real sector
participants;
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policy of real sector
participants;

- competitive ability of

- innovation policy tools; financial sector real sector participants
- social policy tools; participants

- structural policy tools

Fig. 2. Impact of the state economic policy and economic entities on the financial sector
Source: designed by the authors

The overall efficiency of the functioning of the financial architecture of the national
economy is primarily related to its stability. At the same time, participants and institutions of the
national economy play a significant role in the assurance of the sustainable development of the
financial architecture. Given the position of macroeconomic regulation [4, 5], state financial
policy tools have a dynamic impact on the financial architecture [6-9].

The system for regulating negative manifestations in the functioning of the financial
architecture of the national economy includes the following key subsystems:

- control over emerging negative manifestations in the functioning of the financial
architecture of the national economy (responsible for the efficient control over the prevention of
potential manifestations of imbalances);

- control over the obtained negative manifestations in the functioning of the financial
architecture of the national economy (responsible for the efficiency of monitoring the level of the
obtained negative manifestations; the functioning of this subsystem is used to implement
methodical approaches to the assessment of the development of the financial architecture of the
national economy);
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- regulation of negative manifestations in the functioning of the financial architecture of the
national economy (responsible for the overall performance, efficiency, potential relevance, target
nature of state regulation).

A mathematical aspect of regulation allows defining the current state of the system in order to
determine strategic focuses for other types of regulation. Thus, the implementation of three
mechanisms for regulating the financial architecture of the country provided the following results

(Table 1). Let’s analyze the obtained results.

Table 1
Implementation of the mechanisms for regulating the financial architecture
Parameters Stock segment | Credit segment Currency Insurance
segment segment
Self-organization mechanism
Lagrange stability Unstable Unstable Stable Stable
Poisson stability Unstable Stable Unstable Stable
Falling into the attractor area Yes No No No
Value of Lagrange stability S, 0.5 0 1 1
Value of Poisson stability S, 0.5 0.75 1 1
Value of overall stability S 1 0.75 2 2
General condition Conditionally Conditionally Stable Stable
unstable unstable
Self-development mechanism

Impact of stock segment - absent absent absent
Impact of credit segment Substantial — - Substantial - absent

35 % 28 %
Impact of currency segment Substantial — absent - absent

8 %
Impact of insurance segment absent absent absent -
Adaptation mechanism
Environmental impact DAX impact — | MosPrime impact

38 % — 58 % No adaptation problem
Necessity of adaptation No adaptation First-level

adaptation

The impact of the external market is insignificant for Ukraine’s stock market, so adaptive
regulation is absent. This impact is substantial for the credit segment, so the first-level adaptation
IS required, i.e., the formation of a protective circuit to close the market, which will provide
conditions for its successful functioning. Such adaptation and internal conditions of the credit
market functioning will lead to the increase in its stability from 0.75 to 1.5 at the overall stability
parameter. Since the credit market affects currency and stock markets in the crisis period, necessary
and efficient regulatory actions on the stock market can increase the stability from 1 to 2 on the stock
market and keep the sustainable functioning of currency and stock markets. The analysis of the
economic aspect of financial market regulation allows defining three main areas of regulation:
efficient state monetary policy, transparent fiscal policy and creation of efficient conditions for
business operations. Let’s examine the use of these areas for regulating the financial market.

State monetary policy. According to the fundamental laws of Ukraine, it is the aggregate of
strategic money circulation and credit measures aimed at ensuring the stabilization of monetary units
in the context of the Law of Ukraine “On the National Bank of Ukraine”. According to Article 25 of
the above-mentioned Law, key economic means and methods of the state policy are the system of
regulating the amount of the money supply in the context of: definition and regulation of the
stipulated standards for obligatory bank reserving; interest rate policy, bank refinancing; management
of gold and currency reserves; regulation of capital imports and exports; issuance of own debt
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obligations and their transactions [10].

Fiscal policy is the aggregate of state measures aimed at supporting full-time employment
and producing appropriate non-inflationary GDP in the context of changes in corresponding
public expenditures and approaches to the implementation of state budget indicators in general.

To regulate the financial market, the fiscal policy is used to provide conditions for efficient
business operations and affects the efficiency of enterprise and bank operations. The efficient
fiscal policy allows gaining the equilibrium in the economy in general and on the financial market
in particular.

The regulatory policy is aimed at optimizing legislative regulation of corresponding economic
relations, preventing the adoption of inappropriate and ineffective regulatory acts, decreasing the
intervention of our state in the performance of business entities [11]. Key principles of the state
regulatory policy: viability, adequacy, efficiency, balance, predictability, transparency and
consideration of public opinion.

To build a new infrastructure, we offer to use a 4-peak model of financial market regulation.
For the financial market of Ukraine, this model will look like on Fig. 3. The model includes five
core elements: the National Bank of Ukraine, Independent agencies for financial market regulation,
investment funds, Antimonopoly Committees and financial intermediaries.

Independent agencies for financial market regulation

Agency for financial Agency for market Antimonopoly
market regulation activity regulation Committee

AN T "

| e
= S AN

Banks Investment funds Insurance
- companies

Financial intermediaries

Fig. 3. Organizational model of state regulation of Ukraine’s financial architecture
Source: designed by the authors

Key functions of the National Bank of Ukraine, which ensure efficient regulation of the
financial market of the country, should include the following:

- creation of conditions for the functioning of the financial market of the country and its
sustainability;

- efficient accomplishment of the monetary policy aimed at the sustainable functioning of the
financial market;

- assurance of the transparency of activities of financial intermediaries on the financial
market of the country;

- control over the appropriate level of competition on the financial market [12-14].

Key functions of Independent agencies for financial market regulation include the following:

- participation in the establishment and implementation of the financial policy (except for the
banking sector and securities markets);

- establishment and implementation of the strategy for developing the financial architecture
of the national economy;

- development and coordination of the complex financial policy on the functioning of the
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insurance system;

- holding of activities aimed at enhancing the efficiency of state regulation and controlling the
provision of appropriate financial services in compliance with the law;

- development and approval of proper efficient regulatory acts in the development of the
financial architecture;

- coordination of the performance with other participants in the financial architecture of the
national economy;

- adaptation of international standards to the local realities.

The Agency for market activity regulation should constantly interact with the Committee in
order to adhere to the rules of functioning of financial intermediaries on the financial market of the
country. Functions of the Antimonopoly Committee, in addition to the standard ones, should
include a function of monitoring the NBU and the government to prevent the use of shady schemes
for currency transactions. Therefore, the organizational assurance of mechanisms for regulating the
financial architecture of the country allows implementing them efficiently by performing their
functions.

Conclusions. Thus, based on the conducted research, the overall regulatory mechanism
should be understood as the interrelated system of entities, forms, tools and objects of financial
market regulation, which functions to achieve sustainable development of the financial architecture
and all its components. In general, it is aimed at improving the sustainability of the national
economy.
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IHOPACTPYKTYPHE 3ABE3MNEYEHHA MEXAHI3MY PETYNIOBAHHA ANCBANAHCIB PY XY
OIHAHCOBWUX PECYPCIB EKOHOMIKW YKPATHV B YMOBAX 30BHIWHIX ONTYKTYALUIN
AHoTamis. B cTarti moBeneHo, mo nep)kaBHe PeryIIOBaHH HETATUBHUX MPOSBIB Y GYHKIIOHYBaHHI ()iHAHCOBOL
apXITeKTYpH HaIliOHATHHOI €KOHOMIKHM 3IiHCHIOETHCS Ha 3acajax IMepeliKy e(peKTHBHHX iHCTpYMEHTIB HalioOHaJBHOI
(iHaHCOBOI MOINITHKH, Oe3mocepenHbo (ickambHOI i MOHETapHOI. Br3HaueHo, mo cy0’ekTaMi 3BUYAaifHOTO JIepKABHOTO
PETYIIOBaHHA PO3BUTKY (hiHAHCOBOI apXiTEKTypH HAIIOHAJBFHOI €KOHOMIKHM BHCTyHaroTh HamioHampHuil GaHk YKpaiHu,
Hamionanpna xowmicist i3 OiHHMX nanepiB ¥ (OHZOBOro pHHKY, IHII OpraHd peryiioBaHHS (HAIpUKIaR
AHTUMOHOIIOJIEHUI KOMITeT YKpainu Takox MiHicTepcTBo (iHaHCIB YKpainu i iHIi). 3anponoHOBaHo JI0 il Takoro
peryiioBaHHs BITHOCHUTH: 3aXHCT COLIaIbHO-€KOHOMIYHMX IHTEPECiB MOMIJIMBUX YYaCHHKIB BITHOCHH y (hiHAHCOBIH
apxiTeKTypi; PIBHICTh JNOCTYIy BIANOBIAHMX PHHKOBUX YYacHHUKIB JIO PI3HHX CKJIaJ0BHX (DiHAHCOBOI apXiTEeKTypH;
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NIEpKABHOTO PETYJIIOBAaHHA HETATUBHUX IMPOsBIB Y QYHKIIIOHYBaHHI (hiHAHCOBOI apXiTeKTypH HaliOHAIBFHOI €KOHOMIKA
cIpsAMOBaHi Ha pOpMyBaHHA HaJIHHOI CHCTEMH IOJI0 3aXHCTY BiIMOBITHUX TPaB iIHBECTOPIB, TAKOXK 3aXHCT COIiaIbHO-
€KOHOMIYHHUX IHTEPECiB BINMOBIMHUX CIIOKHWBaviB (DiHAHCOBUX IMOCTYT. IIpeacTaBieHo MeXaHi3M PETyIIOBaHHS, ITif
SIKHM HaMH 3allpOIIOHOBAHO PO3YMITH B3a€MOIIOB’S3aHY CHCTEMY CYO’€KTiB, (opM, IHCTPYMEHTIB Ta 00 €KTiB
perymoBaHHs (iHAHCOBOTO PUHKY, Ka QYHKITIOHYE 3 METOIO JOCATHEHHS CTIHKOTO PO3BUTKY (hiHAHCOBOI apXiTEKTypH
Ta BCiX HOro CKJIAQIOBHX, IO 3arajoM CHPSIMOBAaHO Ha TOKPAIICHHS CTIMKOCTI (YHKIIOHYBaHHS HaIliOHAIBHOT
€KOHOMIKH.
Knrouosi cnosa: ¢inancosa apximexmypa, ginancosi pecypcu, enobanizayitni mpaucgopmayii, enobanvbHi
PDUHKU, 3068HIWHI (DIYKMYayii, cCmpame2iuni Hanpsmu, HAYiOHAIbHA eKOHOMIKA.
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