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INVESTMENT ACTIVITIES

OF BANKS, INSURANCE
COMPANIES, AND
NON-GOVERNMENT PENSION
FUNDS IN UKRAINE

Abstract

Successful solution of main problems and contradictions in the development of fi-
nancial intermediaries’ investment activities largely depends on their timely detection,
which is facilitated using trend forecasting models. The research aims to determine
the current investment potential of financial intermediaries in the Ukrainian economy,
find out the features and general problems, and identify the main perspective direc-
tions for the development of their investment activities. The article reveals the main in-
ternal and external factors and the source of development and inhibition of Ukrainian
banks’ investment activities, insurance companies, and non-government pension
funds. Based on the analysis, the investment structure patterns for key groups of fi-
nancial intermediaries were defined. The forecast of their investments for 2020-2022
allows comparing the investment activities of selected financial intermediaries and of-
fering conditions for the intensification of investment activities for banks (formation of
reserves and cash flows control), insurance companies (to develop investment strate-
gies), and private pension funds (to allow investing funds in collateralized government
debt securities).

Keywords investments, financial intermediaries, commercial
banks, insurance companies, equity, securities, non-
government pension funds, pension contributions

JEL Classification G17,G22, G23, G24

INTRODUCTION

The largest investors in the world economy are financial intermedi-
aries, and their investments are a prerequisite for the development of
the modern market economy. Banks, insurance companies (ICs) and
non-government pension funds (NPFs), which, on the one hand, be-
long to powerful institutional investors, and, on the other hand, offer
appropriate financial services and thus affect the investment climate
in the country, are major participants on the investment market. The
investment activity of financial intermediaries is an important area
of their economic and financial activities. Nowadays, banks, ICs, and
NPFs make real and financial investments. The real investment is an
investment in real assets. It is an investment into their own activities,
such as their fixed assets, new financial services, opening branches,
and education and training of their employees; they also invest in-
to other activities (by directing them to set up businesses or partic-
ipate in their activities (other than buying shares)). Such businesses
can form the proper infrastructure. Life insurance companies have
the right to use credit investment instruments: to provide loans to in-
surers within the redemption amount and provide long-term housing
finance.
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Financial investments of selected financial intermediaries are investments in various financial instru-
ments that are strategic (involving the acquisition of a controlling or significant stake to implement
strategic objectives) and portfolios (which aim to obtain current income or increase invested capital).
Financial investments are a priority area of investment in the practical activity of many financial in-
termediaries, including foreign ones, and involve investments in securities, the authorized capital of
economic entities, and deposit investments. In this regard, the question of investment activity valua-
tion and the instruments mentioned above used by domestic commercial banks, IC, and NPF becomes
relevant. The combination of real and financial investments forms an investment portfolio that should

maximize profitability and minimize risks and ensure the return on investment.

1. THEORETICAL BASIS

Several authors have been studying the investment
activity of financial intermediaries in Ukraine.
The studies of these authors were local, i.e., they
dealt with an individual financial intermediary’s
investment activity. Thus, Kuzheliev (2016), study-
ing the investment activity of banks, indicates
that the stock and bond market currently can-
not provide the necessary amount of investment
in the non-financial sector of the economy and
therefore to activate the activity of banks on the
market, it is appropriate to implement measures
to provide financial flexibility for decision-mak-
ing. Liaw (2012), focused on the study of bank-
ing investments and the new investment banking
structure, which will include financial holding
companies, full-service, and boutique investment
banks who will deal with the securitization of as-
sets: the conversion of income flows into new in-
vestment funds. Onyshchenko (2018), researching
the issues of managing the investment activity of
banks, proves that despite the difficulties in the ac-
tivity, banks still seek to invest in securities, and
also indicates that it would be advisable to allow
portfolio investments in international markets
on the first stage and having gained some experi-
ence, investors will be able to more actively and
professionally develop the domestic stock market.
Gordillo (2019), studying corporate and invest-
ment banking, focused on financing enterprises
and corporations’ development and meeting their
investment needs. Yavorska (2012), analyzing fi-
nancial assets in which insurance companies can
invest, identifies the main sources of investment
and proposes to use their own funds and funds
of insurance reserves of insurance companies for
investing purposes. Della Croce (2011) argued
that institutional investors — insurance companies
and mutual funds - have the potential to play a
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more active role in bridging the infrastructure gap.
Rekunenko and Chorna (2017), examining the is-
sues of investing, examined that insurance com-
panies are mainly engaged in their own insurance
activities and much less in investment, and this is
influenced by several restrictions, including politi-
cal and economic instability in the country, lim-
ited list of investment instruments, in which the
insurance companies could invest. Shaliyevska
(2018, p. 120), examining the impact of destruc-
tive factors on the development of non-state pen-
sion insurance in Ukraine, identifies the risks of
insignificant attraction of pension contributions
for diversification of pension assets into profitable
financial instruments.

However, financial intermediaries are now a pow-
erful investment sector, with commercial banks,
insurance companies, and private pension funds
as the main players. Therefore, to identify prob-
lems and prospects for the development of the
Ukrainian economy, a comprehensive study of the
investment activity of this sector of the financial
economy is needed.

In accordance with this research problem, the fol-
lowing scientific hypotheses are grounded in the
article:

o crucial activity of banks as investor institu-
tions in the financial market can have a de-
cisive impact on the investment climate in
Ukraine;

« under conditions to increase the efficiency of
using the investment potential of banks, the
country’s investment attractiveness and the

economy as a whole increase;

o ifICs are powerful institutional investors and

http://dx.doi.org/10.21511/imfi.17(2).2020.27
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provide insurance protection to economic
entities from possible losses, they affect the
country’s investment climate in the country;

o under the condition of effective state regula-
tion and proper investment attractiveness of
the country, region, and economic entities,
the IC’s active investment activity is possible;

o while accumulating pension contributions,
NPFs invest in financial instruments, the defi-
nition of which allows for outlining the poten-
tial of this financial intermediary.

The activities of banking institutions are the key
to the stability of the economic system of any state.
Considering that the attractiveness of the domes-
tic economy at the international level is rather low,
interest in Ukrainian banks as potential investors
is growing. Investment cooperation is a priority in
the interaction of domestic banks with interna-
tional organizations. In the authors’ view, credit,
deposit, and investment activities can be consid-
ered banks’ main activities. The authors will take
a closer look at the investment activity of banks,
which involves transforming their investment po-
tential into investment income.

Banking institutions on the financial investment
market act as intermediaries, custodians, trad-
ers, investors, issuers and consultants. When in-
vesting in the stock market, banks have the fol-
lowing main goals: to maximize profits, generate
funds, and increase exposure and provide liquid-
ity (Kuzheliev, 2016). Each bank is eager to take a
competitive position in the securities market. Its
peculiarity is that it is a kind of indicator of de-
termining the process of investing in the stock
market.

The main factors influencing the investment activ-
ity of the bank include GDP level; inflation rate;
population income, the level of corruption in the
country, the level of economic development in the
country; stability of the national currency, vol-
ume of foreign investments, political component,
events in the East of the state, etc.

The authors will analyze the volume of invest-

ments of Ukrainian banks from 2009 to 2018.
First of all, it should be noted that for the period

http://dx.doi.org/10.21511/imfi.17(2).2020.27

up to 2009, the number of banks was 182, whereas,
at the beginning of 2019 (January 1, 2019), there
were only 77 banks, which is a positive trend. For
further analysis, we selected the three indicators
with the highest share in the investment activity
of banks: real estate investments, investments in
subsidiaries and associates, and investments in
securities.

Table 1 shows that securities made the largest share
in the total volume of investments of Ukrainian
banks. Their volume increased from UAH 39.335
million in 2009 to UAH 480.608 million at the end
of 2018, which is by UAH 441.273 million more.
Banks are investing heavily in real estate. Over
the period 2009-2016, real estate investments in-
creased and at the beginning of 2017 reached UAH
20.291 million. From 2017 to 2018, there was a
downward trend, and at the beginning of 2019, the
volume of investments was UAH 16.585 million.
Banks, having made investments in subsidiaries
and associates by 2014, were actively investing and
showing unconditional growth (in 2009 - UAH
1.285 million, whereas in 2014 — UAH 2.070 mil-
lion, which was UAH 785 million more). Starting
in 2015 and up to the present, statistics show much
smaller amounts of banking investment into this
area. At the end of 2018, the volume of bank in-
vestments amounted to UAH 457 million, which
is 35.56% less than in 2009.

A much higher level of risk than in other activities
and the stock market’s volatility appear to be the
inhibiting factors of banks’ investment activity,
which can lead to significant losses.

Also, banking institutions need to be capitalized
today, which is a vital task for the vast majority
of them (Onyshchenko, 2018). The development of
banks’ investment activity is hindered by the lack
of an appropriate legal framework governing the
relations of participants in the investment process.
However, another problem arising in the process
of banking investment activity is the unfavorable
investment climate in Ukraine. To avoid all these
shortcomings in the investment activity of banks,
it is necessary to: establish cooperation between
large banks, conduct a constant analysis of the ef-
fectiveness of their investments, and legally de-
fine the mechanism for stimulating and making
investments in the domestic economy.
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Table 1. Main indicators of financial intermediaries functioning in Ukraine, 2009-2018

Source: Created by the authors of the article based on statistics of Ukraine (official data of insurance companies in 2012—-2018, official activity data of banks in
2009-2018, results of the development of the private pension system in 2011-2018).

Banks
Indicators 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Number of banks 182 1176 176 i 176 i 180 .. 163 . N7 i % 82 . 7
AS.S‘.EtS of banks, UAH 880302 1127192 1254385
LN SUUS T SUNS S S S

Investment volume of

banks, includes, UAH ~ : 41930 | 221911
million: ‘
Bank deposits 1310
Investment volume to :
the subsidiaries and 1285
associates ; ;
{39335 ¢

Securities

Investment volume on the
one bank, UAH million

123038

Number of IC ;450
Assets of IC, UAH million 41970,1
esmertyohme oS, o051
Bank deposits i 5926,4
Invesfhent voulume touthe E
Ukrair]ian economy 784 ;
Securities 1109685
Number of NPF ;108
Assets of NPF, UAH million - 834,0
Investment volume

of NPF, includes, UAH 780,0
million: ; ;
Bank(:::leposits:: i343 .......
Securities £ 3867 ¢
Real e::state ) . 18,2
Precious metals i0321
Inves£ment vc;lume or{the 72 [

one NPF, UAH million

The specifics of the IC’s activities lead to different
approaches to investing. Life insurance companies
typically invest in long-term investment instru-
ments because their income exceeds insurance
premiums and expenses, and the latter can be paid
from premium and investment income. Therefore,
it is inappropriate to use short-term securities as
investment instruments. For risk insurance com-
panies, the availability of money to pay insurance
compensation is usually of primary importance.
However, this requires that investments be made
relatively quickly so that they can be easily con-
verted into money when needed.
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The study showed that the main source of income
for the IC in most developed countries is not the
collection of insurance payments, but the very in-
vestment activities, which income is spent, as a
rule, to finance insurance operations, subsidies for
loss-making insurance, new product development,
staff training. However, the opposite is in Ukraine,
meaning that ICs are reluctant to invest in various
innovative projects as these investments are con-
sidered to be very risky.

For investing purposes, IC should use (Yavorska,
2012):

http://dx.doi.org/10.21511/imfi.17(2).2020.27
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o equity, thus helping to form tangible, intan-
gible, and financial assets. The investment of
such funds in Ukraine is not regulated by law
and is carried out by the IC at its own discre-
tion, but with some exceptions: the regulation
of financial investments in corporate rights;

o insurance reserves funds, whose investment is
regulated by the law. Insurance reserve funds
are invested into assets characterized by a
high level of liquidity so that, at any point in
time, the IC can fulfill its obligations to insur-
ers to pay insurance compensation.

2. RESULTS

ICs in Ukraine use financial assets such as bank
deposits, real estate, investments in the economy,
securities, banking metals, loans to insurers, and
long-term housing loans for investment purpos-
es. Traditionally, domestic banks invest the lion’s
share of their funds in bank deposits, as their in-
vestment attractiveness is caused by rather high
liquidity and a guaranteed return. Life insurance
companies may invest not more than 70% of their
total insurance reserves in deposits. When invest-
ing in deposits the IC does not involve profession-
al intermediaries and does not spend much time
(the terms of the deposit agreement are standard),
and what is the most important is that the bank is
a profitable partner on the financial market where
insurance services, credit risk insurance, in par-
ticular, are offered. In turn, the bank where the
investment funds are placed must have a cred-
it rating that corresponds to the investment level
on a national scale (Rekunenko & Chorna, 2017).
However, this requirement is not always met by
the ICs, considering that only some banks have
this rating.

It can be seen in Table 1 that for over the nine
years, IC’s investment in deposits has almost tri-
pled (2009: UAH 5,926.4 million, 2018: UAH
14101.8 million). Investments in the Ukrainian
economy exceeded all analysts’ forecasts and, in
2018, reached UAH 1,131.8 million, which is 15
times higher than in 2009. However, in 2015, the
IC did not show any interest in this investment as-
set (UAH 0.9 million), due to the economic and
political situation in Ukraine and the war in the

http://dx.doi.org/10.21511/imfi.17(2).2020.27

East. One should pay special attention to the se-
curities, whose volumes gradually increased dur-
ing the study period, reaching the highest volumes
in 2012 - UAH 33942.1 million. After that, they
began to decline actively and at the end of 2018
amounted to UAH 13,968.7 million, reaching the
level of 2011 (the bulk of investments are made
each year on shares and securities issued by the
state; but at the same time, IC refuse to invest in
mortgage certificates already for the third year in
a row, due to their low investment attractiveness
and not significant income). These three invest-
ment assets are presented in Table 1, and they have
been selected on the principle of the most profita-
ble and those which possess a share of 70-90% in
the IC’s assets.

It should be emphasized that the share of precious
metals in the investment component of IC is al-
most negligible (UAH 32.2 million in 2018). The
inclusion of gold in the investment portfolio can
be useful for increasing the risk-adjusted return
on the investment portfolio. An important char-
acteristic of gold as an asset class is that it does not
act as a liability, like all debt securities, and does
not certify the claim on its assets in the form of
shares. Therefore, investors in gold do not carry
bankruptcy risk, unlike investors in any securities.

When talking about real estate investments (for
the period under review, they increased by half
from UAH 1997.8 million in 2009 to UAH 3014
million in 2018), it can be seen that real estate in-
vestment typically provides a higher return than
the loan facility. Due to the increase in the share
of these assets, significant investments could be
made in the housing sector, which is especially at-
tractive for long-term insurance companies.

Thus, Ukraine’s investment opportunities of the
ICs are not used sufficiently. Often, having a remu-
neration for participating in the shadow business,
ICs do not invest actively; it is considered minor,
and in case it is implemented, it is only short-term
in highly liquid but low-income instruments.

NPFs, accumulating participants’ cash in the form
of pension contributions and pledging to increase
them by investing in financial instruments, are in-
stitutional investors characterized by the charac-
teristics that determine their investment activities:
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« have a non-business status, so they cannot be
engaged in activities other than accumulating
pension contributions, investing them and
making pension payments;

o may invest retirement funds according to the
established restrictions for the long-term or
medium-term period (the specific list of NPF
assets, the limits of their investment, direc-
tions of use, and the procedure for managing
the assets are defined);

o distribute the profit received from investing
among the fund members in proportion to
the funds in their accounts, making it impos-
sible to use the funds for the commercial pur-
poses of its immediate founders;

o minimize risks by distributing funds between
a large number of investment instruments,
which guarantees a stable investment income
and the reliability of future pension payments;

o financial investment of assets prevails, lim-
ited ability to form a portfolio of NPF real
investments;

e investment instruments must be constant-
ly reviewed in accordance with the chang-
ing market conditions, and the proportion of
non-investment resources (current account
costs and receivable accounts) in the total as-
set structure is limited to 5% by law.

NPFs started operating in Ukraine in 2005. Their
number was 54 institutions. There was a tendency
to increase the number of NPFs in the following
years, and in 2009 the State Register of Financial
Institutions added information about 108 NPFs.
The quantitative characteristics of NPF devel-
opment in 2009-2018 are presented in Table 1.
During the mentioned period there is decreasing
a tendency in the number of NPFs: from 108 in
2009 to 62 in 2018, which is due, first of all, to the
consequences of the financial and economic crisis
and the levels of socio-economic development of
Ukraine as well as the political situation and the
situation in the East of the country.

The majority of NPFs in Ukraine are created in
the form of an open joint-stock company, which
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is explained by greater transparency and their ac-
cessibility to the population. At the same time, the
members of professional and corporate NPFs can
be only natural persons linked by their profes-
sional activity or in labor relations with employ-
ers-founders or employers-payers (Shaliyevska,
2018).

The investment activity of the NPF is formed not as
a result of investment into the development of the
national economy, agriculture, or industry in par-
ticular. The purpose of investing pension assets is,
first and foremost, to preserve citizens’ retirement
savings, so NPFs as investors are more conservative
than other non-bank financial institutions. The pre-
vailing directions and objects for pension assets in-
vesting are deposits with banks, bonds of enterprises,
the issuers of which are residents of Ukraine; shares
of Ukrainian issuers, securities, and the income
guaranteed by the Cabinet of Ministers of Ukraine.
The detailed structure of invested pension assets for
the period 2009-2018 is presented in Table 1.

The investment instruments of NPFs in the gen-
eral structure for the analyzed period are distrib-
uted and characterized by the following features:

o the volume of investments placed on bank de-
posits tends to increase. At the same time, this
investment instrument is characterized by in-
creased risks of financial instability, in par-
ticular, due to the non-repayment of pension
assets placed in the deposit accounts of sev-
eral banking institutions where a temporary
administration has been introduced or a deci-
sion to eliminate them has been taken;

o the share of securities used for investing by
NPFs is the largest, in particular: the volume
of investments in securities, which income
is guaranteed by the Cabinet of Ministers of
Ukraine; since 2010 there have not any mort-
gage securities in the investment portfolio of
NPFs, and in 2009 their share was negligible
- 0.05%.

o the share of investments in real estate and pre-
cious metals is insignificant;

o the share of NPF investments in the country’s
GDP is very small, the level of return on pen-
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sion assets is not high, and the list and choice
of financial instruments that can be used to
invest pension contributions of non-state pen-
sion funds are limited. The procedure for ac-
cessing NPFs to external financial markets (to
foreign investors) is complicated, as evidenced
by the absence of foreign securities in the in-
vestment portfolios of the NPFs;

o the limited choice of financial instruments,
which are defined by the legislation, partial-
ly meets the requirements of NPFs (bonds of
internal state loan, stocks, and bonds of enter-
prises, savings certificates, bank deposits) due
to the lag of capital market development;

Thus, the long-term nature of retirement savings
and their social orientation objectively determine
the need for long-term and reliable financial ser-
vices as investment assets for retirement assets
with the proper security of liabilities under these
financial instruments.

Having analyzed and identified the peculiarities
of the investment instruments of the three finan-
cial intermediaries in Ukraine, the authors will
create trend models for evaluating the trends of
investment development and forecasting the de-
velopment of their activity.

It should be noted that different approximation
functions can be selected to construct a trend line.

An analysis of the approximation parameters al-
lows choosing the function that best describes the
researched time range and reflects trends.

The created trend model of the investment volume
of Ukrainian banks is presented in Figure 1. The
coefficient of determination R*=0.98 and other
indicators of regression statistics (coefficient of
multiple correlation and normalized R?) indicate
the adequacy of the constructed model and the
possibility of its use for predicting the researched
indicator.

Similarly, the trend model of investment activi-
ty of ICs and NPFs, which is shown in Figure 2
and based on a third-order polynomial trend, was
created.

The coefficient of determination R®>=0.56 and
other indicators of regression statistics reveal the
almost perfect shape of the created model and the
possibility of its use to predict the investment ac-
tivity of the IC with the simultaneous analysis of
the influence of other factors.

The coefficient of determination R*>=0.96 and
other regression statistics indicate an adequately
constructed model and the possibility of predict-
ing NPF investment.

Let us analyze in more detail the forecasting invest-
ment models of financial institutions. Estimated

Source: Created by the authors of the article based on statistics of Ukraine

(official data of insurance companies in 2012-2018, official activity data of banks in 2009-2018,

700000
y =-473,33%3 + 3E+06x2 - 6E+09x + 4E+12

600000 RZ — 0,9841 .....

500000
400000
300000
200000

100000

0
2005
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results of the development of the private pension system in 2011-2018).

—@— Investment volume of banks

Polynomial
(Investment volume of banks)

2025

Figure 1. Trend model of investment volume of Ukrainian banks
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Source: Created by the authors of the article based on statistics of Ukraine

(official data of insurance companies in 2012-2018, official activity data of banks in 2009-2018,
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Figure 2. Trend model of investment volume of IC and NPF

forecasts of investment volumes of banks, ICs, and
NPFs, are presented in Table 2 and Figure 3.

Table 2. Results of basic parameters forecast

Source: Created by the authors of the article based on statistics of Ukraine
(official data of insurance companies in 2012-2018, official activity data
of banks in 2009-2018, results of the development of the private pension
system in 2011-2018).

. Bank . NPF . Investment

Year : investment : investment ! forecast of
: forecast forecast the IC
2019 494470,3 2843,5 34708,9
2020 544272,4 3032,5 : 35631,1
2021 594074,5 3221,5 36553,3
2022 643876,6 3410,5 37475,5

When looking at the volume of investments of
banks of Ukraine in 2009-2018, one can see that
they increased more than 11 times during the
researched period. As for other financial inter-
mediaries, the development of their investment
activities is not so rapid. Thus, the volume of in-
vestment of NPFs in 2018 increased more than
three times compared with 2009, and the invest-
ment activity of the ICs grew during the analyzed
period by only 72%.

In accordance with the forecast model of the vol-
ume of investments of Ukrainian banks in 2022,
the size of investments will amount to UAH
643877 million; that is, they will increase by 29%
compared with 2018.
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The development of the investment activity of the
IC during 2009-2018 was ambiguous. Thus, in
2009-2012, there was an increase in the volume of
investments and in 2012 their volume made max-
imum in the researched period and amounted to
UAH 44963 million, and in 2013 the decrease of
investment activity of the IC started, which lasted
until 2016 and amounted to UAH 28656 million.
Since 2016, ICs have begun to increase their in-
vestment activity and, in 2018, reached practically
the level of 2013 with the amount of UAH 32266.2
million. However, in the forecast period, there is
an increase in the volume of investments of the
ICs, and in 2022 it will amount to UAH 37476
million.

During 2009-2018, the volume of investments of
NPFs grew dynamically with certain regularities.
Thus, in 2009-2014 there was an increase in the
volume of investments in steps of approximately
UAH 300 million, and in 2015 their volume de-
creased by almost UAH 500 million and amount-
ed to UAH 1873.1 million. In 2016 the volume of
investment activity of NPFs began to increase and
in 2018 reached its maximum in the researched
period, which amounted to UAH 2648.2 million.
In the forecast period, there is an increase in the
volume of investments of NPFs, so in 2022 it will
amount to UAH 3410.5 million.

In general, the created trend models indicate the
development of major financial intermediaries’ in-
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Source: Created by the authors of the article based on statistics of Ukraine
(official data of insurance companies in 2012—-2018, official activity data of banks in 2009-2018,
results of the development of the private pension system in 2011-2018).
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Figure 3. Forecasting the volume of investment by financial intermediaries for 2020-2022

vestment activity. The pace of their development
is different, due to both the influence of various
factors and tendencies as well as directions of their
investment activities.

Considering the spread of the COVID-19 pan-
demic, it is currently impossible to predict its im-

due to the following factors: the basis for the fore-
cast trends development is not monthly or quar-
terly, but annual official statistics; the duration of
the pandemic is only 2-3 months; the investment
activity of Ukrainian banks, ICs and NPFs is still
very poorly integrated into the global financial
market, and the share of the proceeds from their

investment activities in the external financial
market is insignificant.

pact on the investment activity trends of the ma-
jor financial business entities of Ukraine. This is

CONCLUSION

The issue of the investment activities development of financial intermediaries in Ukraine cannot be left
unnoticeable by the state, which should create conditions for intensifying their investment activity and
preventing the outflow of funds outside the country. Moreover, the more stable, transparent, and clearer
the legislation in this area is, the more protected the interests of financial intermediaries. Political and
economic instability in Ukraine has a negative impact on the investment climate, on the investment ac-
tivities of financial intermediaries in particular. To ensure a favorable investment climate is a strategic
task so far because it depends on the development of Ukraine’s economy.

To increase banks’ investment activity, it is necessary to solve the problem of their capitalization, which
is relevant for the vast majority of banks, and only then create favorable conditions for investment
activities in general. To develop the banks’ investment activity, the most important steps have been
taken to improve the management of their investment component. The analysis of investment trends
of Ukrainian insurance companies showed that investment activity demonstrates an insufficient imple-
mentation of the investment function of insurance, which is manifested in the structural features and
return on investment. The intensification of insurance companies’ investment activity will contribute to
the development of Ukraine’s investment climate, ensuring which should become a priority shortly. To
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intensify the investment activity of domestic NPFs, it is necessary to extend the rate by which NPFs are
allowed to invest only in those government securities, which are secured by assets.
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