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THE IMPACT OF BANKING SECTOR

DEVELOPMENT ON ECONOMIC
GROWTH: COMPARATIVE

ANALYSIS OF UKRAINE AND SOME

EU COUNTRIES

Abstract

The effective functioning of the banking sector has a key impact on the stability of
economic growth. The study is aimed at monitoring the banking sector development
and identifying causality between the banking sector and economic growth. The meth-
odological tools of the research are Principal component analysis, causal relationship,
and vector regression modeling. The empirical study is based on the World Bank da-
tabank by eight components (for integral analysis) and seven indicators (for causal-
ity analysis). The study presents an improved algorithm for monitoring the level of
banking sector development based on calculating the integral coeflicient. According
to assessment, the level of banking sector development and realization of its potential
in Ukraine is low and significantly inferior to the EU countries; in 2000-2019, the
development of the banking sector in Ukraine was 0.061-0.153. The results obtained
confirmed the large discrepancy in the development of Ukraine’s banking sector with
some EU countries (the highest lag values were observed with the Czech Republic and
Poland). The causality analysis revealed a strong favorable relationship between the
level of development of the banking sector in Ukraine and GDP per capita (0.796), a
moderate one — with foreign direct investment (0.400), and a reverse relationship with
the level of national poverty (0.678). This study is of practical value for identifying two
possible trajectories of a country’s development, namely, sustainable development and
economic turbulence, and has allowed forming a conceptual vision of the role of the
banking sector in achieving social and economic goals.

Keywords banking sector, indicator, divergence, integral
assessment, causality, lag, stability, Ukraine, EU
countries

JEL Classification G21, G28, E63

INTRODUCTION

High quality and stable functioning of the banking sector as one of
the conditions for the effective functioning of a market economy play
a key role in social and economic progress. Significant changes affect-
ing the Ukrainian banking sector in recent years are due to external
(transformations of international financial markets, globalization pro-
cesses and widespread financial innovations) and internal (macroe-
conomic and political instability, worsening of the institutional and
managerial capacity of the economic development management sys-
tem in general and use of the potential of the banking sector for these
purposes) factors.

After the financial and economic crisis in 2008-2009, the banking sec-
tor of Ukraine has undergone numerous changes. Thus, a significant
number of international banks abandoned cross-border banking, in-
itiating the era of retransmission operations. The number of foreign
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banking structures in Ukraine, including subsidiaries, has decreased; there has been a reduction in the
volume of cross-border banking operations, and the development of local bank financing. Afterwards,
the transformation of the global banking system resulted in the introduction of the banks in Ukraine,
which helped to increase their competitiveness and certain aspects of the efficiency of Ukraine’s bank-
ing sector due to banking control, and avoid a significant rate of non-performing loans.

The socio-economic, financial and political convergence of Ukraine with the European Union, as well
as the country’s economic growth, depend on the efficiency and effectiveness of its financial system, in
particular the banking sector. Commercial banks have to become the centers of the financial system
and payments, play a key role in the process of mobilization planning of the economy, identify long-
term investment opportunities, insure investment, financial and other business risks. The effective ac-
tivity of Ukraine’s banking sector in a competitive environment, which consists of minimal state inter-
vention, less market concentration and a significant amount of investment and commercial banks, will
contribute to the trajectory of sustainable economic development and minimize economic turbulence.

The relationship between the banking sector and economic growth is due to the growth of investment
opportunities and the emergence of profitable projects, facilitating the exchange of goods and services,
creating a network of payment services, mobilizing and pooling savings of some investors, obtaining
and processing information flow about business structures. The priority tasks of the banking sector on
the way to establishing social and economic stability are consigning savings for their productive use in
investment activities, monitoring the investment and innovation sphere, and diversifying liquid assets.
The banking sector, guaranteeing access and controlling a significant part of the active money supply,
affects the volume of industrial production and the nature of production factors. By determining the
amount of mobilized financial and investment resources, as well as the efficiency of individual segments
of the economy, the banking sector is a trigger of social and economic development.

1. LITERATURE REVIEW

AND HYPOTHESIS

reliability of banking activity (Schaeck & Cihék,
2008), competitiveness of the banking system
(Wahyudi et al., 2021), the profitability of financial

Considering that the methodological framework
of this study consists of two consecutive but in-
terconnected blocks, it is based on the generaliza-
tion of scientific publications, which relate, first-
ly, to the identification of factors and conditions,
methodological approaches to assessing the bank-
ing sector development, its impact on social and
economic development; secondly, to the meth-
ods, directions, tools and means of state policy
for the formation and realization of financial in-
struments for realizing the banking sector’s po-
tential in stimulating sustainable development of
the country. This required taking into account the
research results, substantiating the indicators and
methods of analyzing the parameters of the effi-
ciency of the financial system, including its bank-
ing sector, especially organizational development
(Chanderjeet, 2017), the level of losses (Hashim &
O’Hanlon, 2016), bank liquidity (Munteanu, 2012),
social responsibility of the financial and credit
system (Revelli & Viviani, 2015), efficiency and
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sector entities (Yuksel et al., 2018). Assessments
made based on the criterion of “compliance with
the standards and quality requirements of finan-
cial management by the subjects of the banking
sector in the country” are endowed with a similar
character. Such conclusions can be made based on
the international standards of financial and an-
alytical reporting (Casta et al., 2019; Mantzari et
al., 2017), reporting on the quality of using finan-
cial instruments (Ryan, 2011), social responsibil-
ity of financial and credit structures (Burianova
& Paulik, 2014), accounting for financial transac-
tions (Gebhardt et al., 2003) and ensuring finan-
cial stability (Novotny-Farkas, 2016).

It is also quite important to consider the financial
risk factor, as the growing risk of financial and
banking operations objectively impairs the abili-
ty of the banking sector to function properly and,
consequently, the realization of its potential for
economic growth. In this aspect, the research re-
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sults by Amandeep and Garima (2019), Bushman
and Williams (2012), Fonseca and Gonzalez (2008),
Ruthenberg and Landskroner (2008), and Weber
et al. (2015) have high theoretical and applied val-
ue. Substantiating the methodology for assessing
the impact of the banking sector on the econo-
my, the research on the relationship between the
effectiveness of banking structures and social and
economic growth is interesting and substantial for
scientific discourse (Auster & Pavoni, 2018; Casu
& Girardone, 2009; Luo, 2015; Naceur et al., 2009;
Rajesh et al., 2014; OECD, 2017).

The development of the financial market and the
transformation of the banking sector create a need
for diagnostics of its financial measures. Yasynska
(2021) determined the level of the Ukrainian
banking sector financial security in the event of
decapitalization of the national economy. Aloqool
etal. (2014) tested the causality between banks and
the economic growth in Jordan from 1980 to 2012.
They examined the correlation between the gross
financing and the total savings and growth, de-
posits and GDP. Liang and Reichert (2006) tested
a casual relationship between bank development
and economic growth in emerging and devel-
oped countries. They used Granger causality and
the Odedokun model to derive the results. They
argued that the production function of econom-
ic growth appears to be more informative. Their
model is consistently indicate a strong supply-
leading relation between banking sector develop-
ment and economic output. Moreover, Caporale
(2009) examined the relationship between finan-
cial development and economic growth in 10 EU
countries from 1994 to 2007. They found that
stock and money markets are still underdeveloped
in these countries and their contribution to eco-
nomic growth is limited and lack financial debts.
Moreover, the result indicates that causality runs
from financial development to economic growth,
but not in the opposite direction.

Introduction of financial instruments is a joint
task: the analysis results of the development and
impact of the banking sector on the economy vs
the basic regulatory norms and approaches to state
regulation of the financial system development
and its banking subsystem. Therefore, a number of
publications were analyzed, which substantiated
the set of regulations and requirements set by state

http://dx.doi.org/10.21511/imfi.18(2).2021.16

regulators (National Bank) to financial and cred-
it institutions (Flamee & Windels, 2009; Ilyash et
al., 2020; Pushkala et al., 2017; Sivasubramaniam,
2018). It is important to consider current trends, in
particular regarding the digitization of financial
and economic relations (Gabor & Brooks, 2017),
the development of electronic banking systems
(Maurice Ayuketang Nso, 2018), and data man-
agement RegTech (Zetzsche et al., 2019) when de-
termining the strategic priorities and means of
public policy to influence the banking sector with
the further realization of its potential to ensure
sustainable development.

In addition, some methods and means of effective
financial policy of the state have already been de-
veloped, including ensuring sustainable develop-
ment of the national economy. Some of them (see
Sobana, 2014; Storonyanska, 2015; Vasyltsiv &
Cherkasova, 2016) are considered when substan-
tiating the banking sector’s potential of current
financial instruments in stimulating sustainable
development of the country.

In this regard, it is very important to assess the
impact of the banking sector development on eco-
nomic growth and create the conceptual vision of
the place and role of the financial system in ensur-
ing strategic sustainable economic development.
Based on previous research, the following hypoth-
esis is put forward:

H:  High level of the banking sector development

(effective realization of its potential) has a
significant impact on the social and econom-
ic development of the country.

2. METHODS

The initial stage of assessing the impact of the
banking sector on economic development, and,
consequently, identifying the relationship be-
tween the efficiency of the banking sector and the
country’s economic growth is to obtain an empir-
ical indicator of the banking sector development.
The system of financial instruments most often
used by banking institutions determines the de-
velopment of the banking sector. The methodolo-
gy for constructing an empirical indicator of the
banking sector development involves bringing in-
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dicators to a homogeneous series, calculating the
coefficients of weight significance of indicators,
determining the weighted coefficients of the bank-
ing sector development, and building time series
of integral indicators of the banking sector devel-
opment of individual countries.

The indicators are standardized according to formu-
la (1) for indicators that contribute to the develop-
ment of the banking sector (the ratio of bank capital
and assets, %; the ratio of liquid bank reserves and
assets, %; the number of branches of commercial
banks, per 100,000 people (> 18 years); lending to
the private sector by commercial banks, % of GDP;
credit information depth index, rank [0; 8]) and, ac-
cording to formula (2), for those indicators whose
growth has a reverse impact on the development of
the country’s banking sector (the ratio of non-per-
forming bank loans and total gross loans of banks,
%; interest rate of commercial banks on the loan, %;
spread of interest rates of banks, %).

+
itn

max
itn

a )]

:Zitn /Z

min
itn

aztn = Zitn /Z (2)
where a; is a standardized i-th indicator in t-
time interval, which contributes to building the
potential of the banking sector of n-th country;
a,, is a standardized i-th indicator in #-time in-
terval, which has a reverse impact on the bank-
ing sector development of n-th country; z, is an
initial value of i-th indicator of n-th country in
t-time interval; z,™, Z;;f“, are maximum and

minimum values of i-th indicators within the set
of n-th countries in t-time interval.

The coefficients of weight significance of indica-
tors of the banking sector development are calcu-
lated using the Principal component analysis (for-
mula 3); its choice is due to the presence of numer-
ous variables with different units of measurement.
According to the main component method, the
process of weighing indicators is carried out si-
multaneously on the parameters of time and space,
which allows identifying the relational structure
between the indicators.

‘compl."
W, =———,

m J n
Z, l‘comp[
i=

©)
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where w,_is the weight of i-th indicator of n-th coun-
try; comp/" is the main component of i-th indicator of
n-th country; and j is the number of indicators.

Weighted coefficients of indicators (formula 4) and
integral indicators (formula 5) of the banking sec-
tor development of individual countries are calcu-
lated using a multiplicative approach.

4)

itn

WCI; = ﬂaw""
i=1

J
InBD; = ety ®)

=1
where WCI," is a weighted coefficient of i-th indi-
cator of the banking sector development of n-th
country in t-time interval; w, is a coefficient of
weight significance of k-th group of indicators;
InBD/" is an integral indicator of the banking sec-
tor development of n-th country in t-time interval.

To confirm a thesis of the existence of a signifi-
cant favorable impact of the banking sector on the
country’s social and economic development, an
econometric study was carried out based on three
stages: establishing the strength of the relation-
ship between the parameters of social and eco-
nomic development of the country and the level of
the banking sector development; identifying cau-
sality between the level of the banking sector de-
velopment and the parameters of social and eco-
nomic development of countries; and determining
the impact of the banking sector on the country’s
social and economic development.

To construct a series of dynamics of empirical in-
dicators of the studied countries’ social and eco-
nomic development, the method based on the
implementation of the algorithm for calculating
the integral coeflicients of the banking sector de-
velopment was used. To identify the impact of the
banking sector on the social and economic devel-
opment of the country, a vector regression mod-
el was created, in which the vector of exogenous
variables Y, is the parameters of social and eco-
nomic development of the EU and Ukraine, and
endogenous variables X, are integral indicators

of the banking sector development in 2000-2019.

Foranalysis, the choice hasbeen made among some
EU countries with which Ukraine has cross-bor-

http://dx.doi.org/10.21511/imfi.18(2).2021.16
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der cooperation (Poland, Hungary, and Romania),
as well as countries with high GDP per capita (the
Czech Republic) and the share of the banking sec-
tor in GDP of the country (Switzerland).

3. RESULTS

By standardizing the indicators, the weight signif-
icance of each indicator of the banking sector de-
velopment for the EU and Ukraine was calculated
(Table 1). It should be emphasized that the indica-
tors of “private sector lending by banks”, “the ratio
of bank capital to assets” and “credit information
depth index” have the highest levels of importance.
Thus, for the Czech Republic and Poland, these
figures were 16.48% and 19.13%, 17.02% and 3.69%,
16.37% and 19.78%, respectively. Ukraine is char-
acterized by the highest weight significance of the
private sector lending indicator by banks (20.69%)
among the studied countries and the lowest val-
ue of the indicator of the credit information depth
index (1.13%). Empirical assessments indicate the
high economic importance of business lending
by commercial banks in Ukraine, but at the same
time, they show the unformed credit market and
the lack of information platforms for commercial
crediting.

Poland and the Czech Republic have the lowest
values of weight coefficients for the ratio of lig-
uid reserves to bank assets (3.43% and 6.44%, re-
spectively). Switzerland is the leading country in
terms of the number of branches of commercial
banks, therefore, the weight significance of this

indicator is high (15.36%). The results of the calcu-
lations confirmed the thesis that in Ukraine this
indicator is not an important component of the
banking sector development, as the weight ratio is
3.37%, and it is the lowest one among the studied
EU countries. In contrast, Ukraine has the highest
weight significance of the “spread of bank inter-
est rates” indicator (18.36%) among the surveyed
countries, and the lowest weight is in Switzerland
(5.87%). In particular, for Romania and Hungary;,
this indicator has the highest weight significance
(16.35% and 16.68%) among all indicators of the
banking sector development.

Weighted indices of indicators of the banking sec-
tor development of the EU and Ukraine (Appendix
A), calculated using normalized values of indica-
tors and their weights, show the trends of its de-
velopment for each indicator in particular. Thus,
in 2000, the highest level of development of the
Czech banking sector was characterized by the
number of branches of commercial banks (0.956)
and the credit information depth index (0.954),
the lowest value was observed by the indicator
of lending to the private sector by banks (0.787).
The highest values of Polish indices in 2019 could
be traced by indicators of the credit information
depth (1.00), the ratio of bank capital and assets
(0.983), and liquid reserves and assets of commer-
cial banks (0.955). In 2000-2019, in the Czech
Republic and Switzerland, there were high rates
of the banking sector development by all indica-
tors, except for the number of branches of com-
mercial banks. It is noteworthy that in Poland and
Romania, the regressive development of the bank-

Table 1. Weight coefficients of indicators of banking sector development indices in some EU countries,

Switzerland, and Ukraine, %

Source: Authors’ calculations based on the World Bank databank using Statistica 7 software and formula (3).

Countries
Indicators Czech | L T
. i Poland | Romania | Hungary : Ukraine | Switzerland
Republic : : : :
The ratio of bank capital and assets, % 17.02 . 369 10.38 . 876 1343

The ratio of liquid bank reserves and

BN

3.43

The ratio of non-performing bank loans and total

2.56

15.49

19.13

18.16

17.75

gross loans of banks, % 12'1?”
Number of branches of commercial banks, per 435
100,000 adults

Lending to the private sector by banks,%ofGDP ..... 16445:3:
Interest rate of banks on the loan, % 14.67
Spread of interest rates of banks, % """""""""""" 12.5%3::
Credit information depth index, rank 16.37

19.78
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ing sector is monitored by indicators of the ratio of
bank capital and assets, liquid reserves and assets,
bank non-performing credits and gross loans.

In 2019, Ukraine had the lowest values of the weight
coefficient in terms of the ratio of non-performing
credits and gross loans (0.561). For comparison,
Switzerland had the value of 0.999, Hungary had
0.873, and Romania had 0.906. The highest values
of indices in Ukraine were in terms of the ratio of
bank capital to assets (0.991 in 2019 and 0.986 in
2001). The decline in the banking sector develop-
ment in Ukraine in 2000-2019 is monitored by the
number of branches of commercial banks. Thus,
Ukraine’s lag in the level of the banking sector de-
velopment from neighboring countries is grow-
ing, and there is a significant divergence with the
Czech Republic and Switzerland.

Weight coefficients and weighted indices of in-
dicators served as the necessary criteria for con-
structing the time series of integral indices of the
banking sector development of Ukraine and the
EU countries during 2000-2019 (Table 2).

The results obtained confirmed the thesis about
the high importance of Ukraine’s divergence with

the EU countries in terms of the level of the bank-
ing sector development. In particular, the highest
lag values were observed with the Czech Republic,
Poland and Switzerland, while the moderate ones
were with Romania and Hungary. Thus, 2008 and
2010 are considered the peak periods of the devel-
opment of Ukraine’s banking sector. With the be-
ginning of the annexation of Crimea and hostil-
ities in Luhansk and Donetsk regions, Ukraine’s
economic system underwent destructive changes,
the stability of social and economic and financial
systems was disrupted, which weakened the com-
petitiveness of the economy and slowed the bank-
ing sector development. In 2019, the integral index
was 0.108, which was 12.9% and 29.4% less than in
2014 and 2008, respectively.

According to the results of a comprehensive cor-
relation analysis (Table 3), it is established that in
Ukraine a strong favorable relationship (on the
Chaddock scale) is observed between the level
of the banking sector development and GDP per
capita (a correlation coefficient is equal to 0.796), a
moderate one is foreign direct investment (0.400),
and a reverse relationship is the level of national
poverty (a correlation coeflicient is —0.678). The
inverse relationship can be explained by the fact

Table 2. Integral coefficients of the banking sector development of some EU countries, Switzerland,

and Ukraine, 2000-2019

Source: Authors’ calculations based on data from Table 1, Appendix A, and formulas (4) and (5).

. Countries

Period - - T - -

Czech Republic Poland Romania Hungary Ukraine Switzerland
2000 0.29162 0.24154 0.17102 0.24098 0.06133 061325
2001 0.28033 0.23221 0.18322 0.24591 0.57871
002 . 027492 0.21969 0.19468 0.25659 ..060322
2003 ¢ 0.28409 """" 0.27178 0.2"9442 01‘24571 . 1470 o
2004 0.28246 0.29468 0.21439 0.24681 0.59864
05 oaemsa T oaowe T oz 00w
2006 0.29696 0.33456 0.25535 0.27779 060743
2007 0.29681 0.36067 0.29835 0.28005 060170
2008 0.30295 0.39452 0.29854 0.28092 057266
2009 0.29868 0.40384 0.26452 0.24137 8249
o0 osare T oaoaos oz oasm
2011 030244 0.41264 0.25957 0.23531 0.60075
2012 0.31089 0.41809 0.25751 0.22848 9421
FEIERN B T R S
2014 033308 0.41912 0.26755 0.26236 064526
2015 0.34603 0.41811 0.28280 0.30331 065535
2016 0.36720 0.41970 0.29585 0.32085 067419
2017 038916 0.41630 0.30110 0.37257 073584
2018 0.39901 0.41688 0.27570 0.39048 8
2019 0.40515 0.41291 0.27695 0.42829 0.10755
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Table 3. The strength of the link between the level of the banking sector development and the parameters
of social and economic development in some EU countries, Switzerland, and Ukraine, 2000—-2019.

Source: Authors’ own compilation.

) . InBD" - SED"
Countries  Indicators — =y —"BD7—X, _ InBD; —X, | InBD"—X, | InBD"—X, __InBD"—X_ __ InBD/—X,
T 0.6429%** © —03740* | —0.8709*** = —0.6073*** | 07673*** | 05746*** = 01462
Eézzhbnc 0.4133 0.1399 0.7584 0.3689 0.5887
3.5610 ~1.7110 ~7.5165 ~3.2435 5.0758 2. 06270
T 0.9602%** | —02641 . 07952***  07007*** | 0.8344*%*  (07J052***  —0.7997***
Poland R? 0.9219 0.0698 0.6324 0.4910 0.6962 0.6394
t-test 14.5782 -1.1618 5.5648 4.1667 6.4221 56500
r 0.7959%** | 0.4004** 0.1285 -0.3049 0.3232 ~0.6781%**
Ukraine R 0.6334 0.1603 0.0165 0.0929 0.1044 04598
t-test 5.5773 1.8536 0.5497 -1.3581 1.4489 39146
r 0.4786** ~0.0006 ~0.5620% | -0.6661** | —0.6569** 0.1023
Switzerland | R? 0.2291 0.0000 0.3158 0.4436 0.4316 00105
t-test 23127 ~0.0027 -2.8824 -3.7885 -3.6969 . 0.4364
r 0.8954%** 0.0040 ~0.2075 0.0074 0.4725* 07111%* ~0.8562%**
Romania R 0.8018 0.0000 0.0430 0.0001 0.2233 o730
t-test 8.5329 0.0170 -0.8997 0.0315 2.2747 ~7.0299
o 0.5396** ~0.1200 | —0.8736*** | —0.4112% | —0.6774** 0.5674** | _0.5082%*
Hungary = R 0.2912 0.0144 0.7632 0.1691 0.4588 3578
t-test 2.7195 -0.5128 -7.6163 -1.9137 -3.9066 -3.1668

Note: r is a correlation coefficient; R? is a coefficient of determination; t-test is Student’s criterion; ***, ** ‘and * are signifi-
cant at the level of 1%, 5%, and 10%, respectively; SED;" is a system of i-th parameters of social and economic development
of n-th country (X, is a GDP per capita, USD; X, is a share of foreign direct investment, % of GDP; X, is an employment level,
% (ILO methodology); X, is a share of gross value added of industry (including construction), % of GDP; X, is a share of high
technology exports, % of total exports; X is a share of alternative energy sources, % of total energy consumption; X is a level
of national poverty (World Bank methodology), % of the total population; InBD," is an integral indicator of the banking sector

development of n-th country.

that in Ukraine the middle class is significantly
depressed due to the lack of favorable conditions
for its formation and development environment,
so the growing gap between the rich and poor
without appropriate policies to create new jobs and
provide high-paying workplaces, as well as to cre-
ate favorable conditions for self-employment and
doing business will exacerbate poverty in Ukraine.
This trend is observed in Hungary and Romania.
In the Czech Republic and Switzerland, the link
between the level of the banking sector develop-
ment and the share of the poor is weak.

Effective realization of the banking sector’s po-
tential plays a key role in forming the vector of
Ukraine’s sustainable development. The growth of
bank capital and the formation of the credit mar-
ket accelerates economic growth, helps reduce the
shadowing of the economy and avoid tax evasion
by businesses, in particular through the use of off-
shore jurisdictions. Empirical assessments of the
causality of the banking sector development and
the parameters of social and economic develop-

http://dx.doi.org/10.21511/imfi.18(2).2021.16

ment of the EU and Ukraine showed the existence
of a causal relationship between the studied vari-
ables, which is characteristic for each country, in
particular within the economic system, respec-
tively (Table 4). Thus, with a one-year lag (short-
term period), the banking sector in the Czech
Republic causes GDP growth per capita. The
casual impact of the country’s banking sector on
the gross value added of industry and the export
of high technology is observed in two-time lags.
Instead, the Polish banking sector is a regressor of
growth in the share of gross value added of the
industry and high-tech exports only in the short
term. The impact of commercial banks on GDP
and foreign direct investment is observed with a
lag of three years. It should be noted that Poland
is characterized by a significant casual connection
between the share of the use of alternative energy
sources in energy consumption and the banking
sector in two lags at the same time.

A distinctive feature of Ukraine’s economy is the
dependence of industrial product sales on the
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Table 4. Mutual causality of parameters of economic growth and the banking sector development of

some EU countries, 2000-2019

Source: Authors’ own calculations using EViews 11 software.

Czech Republic Poland Romania Hungary
Variables Lags
1 1 3 1 3 3
3.38 3.05 3.00 2.88
nBh =%, (0.08%) - (0.09%) | (0.09%) - (0109
OSSPSR SOT bt ST OSSOSOV FOROSORR SOOI s T
InBD;" > X, - } (009 - (0024 -
by - - o ..B08 836 ¢ 287
I T T T T (0.01*%) (0.02*%) (0.10%)
gD s x e A2 A5s 9.04 - I 3.93 3.38
o (0.00%**) ~ (0.05%) (0.08%)
INBD," > X, o : - b e 28 -
ot (0.00%**) & (0.00*%) _(0.05%)
B 5 X R 1768 347 11.22 B B
t e (0.00**%*) (0.07%) (0.00**%*)
SO e B T B B Y
' ’ : : (0.07%) (0.07%) (0.03**)

Note: The arrow indicates one-sided causality. ***, ** and * are errors at the level of 1%, 5% and 10%, respectively.

level of creditworthiness of commercial banks,
which is confirmed by the results of the Granger
test (Table 5). It should be distinguished that the
banking sector has the potential to increase the
share of gross value added of the industry (in-
cluding construction) and the consumption of
alternative energy sources in the short term us-
ing credit instruments, as well as GDP growth
per capita. In the medium term (lag 4), the
banking sector has a dominant influence on for-

eign direct investment and poverty. The caus-
al relationship between employment levels and
the banking sector development in Ukraine is
observed at the level of 95% of statistical signifi-
cance with a lag of 6 years, which can be consid-
ered as a feature of stable casualness.

According to empirical assessments, Ukraine
has no influence of the banking sector on the
level of high-tech exports, as the intellectual

Table 5. Mutual causality of parameters of economic growth and the banking sector development of
Ukraine and Switzerland, 2000-2019

Source: Authors’ own calculations using EViews 11 software.

Ukraine : Switzerland
Variables Lags
1 4 6 : 1 4 6
2.57 : 2.57 : 25.86 90.82
(0.10%) (0.10%) (0.00**%*) '(‘0.08*)
B0 Sy _ 292 ) LBS6 .
t 2 (0.08%) (0.03*%*)
InBD% y B ) 403 253 B B
t 3 (0'2**) (0.00***)

InBD"% X 2.76 5.09 _ 3 3 _
e (0.10%) (0.03*%) . S
e (0.01%) (0.087) .

3.05 121.84 8.92 17.08

lnBD;n%Xe _
o (0.09%) (0.07%) (0.00%**) (0.00%**)

hBD" S _ LAST ) ) . _

t 7 (004**)

Note: The arrow indicates one-sided causality. ***, ** and * are errors at the level of 1%, 5% and 10%, respectively.
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Table 6. Empirical assessments of the impact of the banking sector on the social and economic
development of some EU countries, Switzerland, and Ukraine

Source: Authors’ own calculations using EViews 11 software.

Measurement of tightness
Countries Regression models of bond/impact
Quantitative | Qualitative
4.815 1.787
SED!' = e v INBD?"
Poland (0.046) " (0.099) 0.973
R*=0.947
"""""""""""""" 6.050 Very strong
. 3.726
SED™" = vyt s INBD]™"
Romania (0.174 ) (0.287) 0.951
R*=0.903
4.572 0.353
SED® = oy + .. InBD/®,
Hungary (0.945 ) (0.605") 0.851 Strong
R*>=0.768
5.263 2.138
SEDE = o o InBDZ
Czech Republic (0.323 ) (0.643 ) 0.617 Moderate
R*=0.616
5.395 2.138
SED}" = ey + .. InBD;",
Ukraine (0.3017") " (0.320) 0.411
R>=0.724
""""""""""""""""""""""""""" Weak
5.159 1.695
SED™ = vy . InBD;”,
Switzerland (0.231 ) (1.082") 0.375
R>=0.845

Note: ¥** ** * gre errors at 1%, 5% and 10%, respectively.

property market is not formed, the level of com-
mercialization of scientific developments is low,
and commercial banks do not act as financial
intermediaries in the innovation sphere. For
comparison, in Switzerland, such a systemic re-
lationship is present in the short and long term.

The impact of the banking sector on the social and
economic development of the Czech Republic and
Poland is favorable at the level of 99% of statistical
significance, determined by 61.6% and 94.7%, re-
spectively, only by the studied factors (Table 6). It
is remarkable that the growth of creditworthiness
of commercial banks in the Czech Republic and
Poland leads to an increase in production capacity
in the industry, strengthening of macroeconom-
ic stability and economic growth by 2.14% and
1.79%, respectively.
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The results of the significance and reliability of
economic and mathematical models are within
acceptable limits and confirm the adequacy of the
conclusions given in Table 7.

The social and economic system of Ukraine
looks rather inertial, since 72.4% of social and
economic development depends on the banking
sector, its impact is determined at the level of
90% of statistical significance. An increase in
lending to commercial banks and a rise of the
credit information depth index by 1% will help
improve economic stability by 2.14%. Empirical
assessments show a favorable impact of the
banking sector on Ukraine’s economic growth,
but the vector of social and economic develop-
ment is undergoing significant disastrous trans-
formations. Therefore, the pace of development
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Table 7. Indicators of the significance of econometric research (vector regression modeling) of the banking
sector’s impact on the socio-economic development of some EU countries, Switzerland, and Ukraine

Source: Author’s calculations based on Appendix A and Table 6 using EViews 11 software.

Variables
Indicators -
SEDf* SED/' SED!“ SED; SED;™" SED/*
Adjusted coefficient of determination 034567 00445 0. .5..9:783347 : 08984 0699624
FISner FteSt 11.03756 A471218 .169.0533
sk RIS .0.00379 0 ..5:00000 ..2.0000
Standard estimation error . 014936 04 013830 20674 : ..00918
Student’s T-HESt e .3:32228 ¢ 180097 : 668672 . 156678 :.1300205 : L
DW statistics 2.15 1.67 2.45 1.71

Note: SEDfZ, SEDI’”, SE. ;‘“, SE. fW, SED:‘"", SEDI”g are socio-economic development of the Czech Republic, Poland,

Ukraine, Switzerland, Romania, Hungary, respectively.

(1%) of Ukraine’s economic system depends on
other factors by 5.4%.

For comparison, the economic growth in
Switzerland depends on 84.5% of the banking sec-
tor development, but its impact on social and eco-
nomic development is weak. Instead, for Romania
and Poland, there is a very strong influence of the
banking sector on social and economic develop-
ment (the correlation coefficients are 0.951 and
0.973, respectively), which indicates a favorable
impact of banking potential to ensure economic
growth. The results of an empirical assessment
of the strength of the banking sector’s impact on
Ukraine’s socio-economic development (0.411)
show that the trajectory of Ukraine’s economic
growth is shifting towards economic turbulence.

Summing up the results, it is noted that the so-
cial and economic development of the country
will contribute to the stability of the banking
sector, increasing credit potential (it is impor-
tant to avoid accelerating inflation) and reduc-
ing government spending. The main task of the
banking sector compliance sustainable develop-
ment is to optimize the distribution of deficit
capital, lending to high-tech industries with a
high share of value added, ensuring the planned
level of consumption by the population or oth-
er market participants through savings and
borrowing, and the formation of a competitive
credit market and the financial intermediation
market. Ukraine’s banking sector can use ap-
propriate instruments to keep the liquidity of
the economy at a high level, finance illiquid as-
sets with liquid liabilities, and minimize liquid-
ity risks and long-term investments.
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4. DISCUSSION

The key role of the financial system is to ensure sus-
tainable development of the national economy, in
particular in the field of small business, forming an
efficient credit and capital market, providing finan-
cial support, promoting smart infrastructure, imple-
menting monetary policy and regulating the flow of
national income. An effective financial system, cre-
ating a favorable business environment, helps to re-
duce poverty and, accordingly, increase living stand-
ards, minimize social and economic turbulences,
and maximize financial stability (Figure 1).

Realization of the banking sector’s potential con-
tributes to strengthening the potential positive
investment effects by expanding a network of fi-
nancial institutions. At the microeconomic level,
financial inclusion will contribute to the develop-
ment of small and medium-sized businesses, in-
crease household consumption of durable goods,
which, in turn, will increase living standards and
reduce financial deprivation. The banking sector
should become a powerful tool of public policy
in overcoming the shadow economy, the level of
which may increase with the development and
spread of new business models and ways to avoid
paying taxes (offshoring, tax havens, concealment
of profits with individual entrepreneur).

While supporting the program of structural re-
forms, Ukraine should develop a policy aimed at
overcoming financial and economic imbalances
and improving the efficiency of resource alloca-
tion between strategic sectors of the economy. The
main vector of the program should be the forma-
tion of a lending strategy on concessional terms
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Source: Author’s own development.

The trajectory of The trajectory
sustainable Realization of the potential of the banking sector B of economic
development turbulence

<

Formation of a competitive economic environment; development of
small and medium business; increasing investment attractiveness.

L

O

Development of the middle class; establishment of democracy;
formation of principles of society development.

I

Commercialization of innovative developments and technology
transfer; development of the intellectual property market;
formation of R&D centers.

Regression of the
economic system

Economic growth,
social development

)

domestic consumer market.

Growth in production in industries involved in the formation of the

S

S

Entrepreneurship development; formation of an effective credit
financial
infrastructure development; achievement of industry priorities;

market; capital market development;

effective implementation of monetary policy;

national income; minimization of risks of production and trade

Increasing economic divergence,
low quality of life, rising levels of
deprivation, financial instability,
declining financial well-being of
population.

aid;

increasing

cycles; formation of a favorable business environment.

Figure 1. Conceptual vision of the banking sector’s place and role in ensuring strategic sustainable
economic development

of spinning organizations, obtaining guaranteed
loans by R&D centers and “credit holidays” for or-
ganizations that commercialize scientific research.
The support of financial sectoral assistance can
have an additional positive impact on the imple-
mentation of structural reforms and the develop-
ment of highly productive sectors of the economy.

It should be stressed that the effective implementa-
tion of banking sector measures would help to re-
duce fraud and tax evasion. Ukraine will increase
revenues to the state budget, implement fiscal re-
structuring of the economic system, which will al-
low achieving sustainable development in the long
run. To overcome modern corruption schemes and
approaches to money laundering from Ukraine,
it is necessary to review the existing tax base, in
particular to develop a system for monitoring the
impact of any changes in the tax system on cer-
tain macroeconomic indicators, ensure an access
to credit market for small businesses, spinning or-
ganizations and various start-ups, as well as to in-
troduce modern banking innovations.

http://dx.doi.org/10.21511/imfi.18(2).2021.16

The development of a state program with the par-
ticipation of banking institutions to counter trans-
fer pricing will avoid the spread of price manipu-
lation of goods and services on transactions car-
ried out by residents of different countries that are
economically interconnected. The development of
tools for imposing severe sanctions (fines, freezing,
seizure and confiscation of property, revocation of
licenses) against participants who carry out mon-
ey laundering, limited access to banking services
for institutions that use fraudulent or illegal meth-
ods of raising capital, as well as the development
of a system of fines and restrictions on systemat-
ic transactions between affiliates and large enter-
prises are effective means of realizing the banking
potential to overcome unfair competition, market
monopoly and other problems related to illegal or
fraudulent activities.

An effective government policy for realizing the
potential of the banking sector in ensuring eco-
nomic growth in Ukraine, especially in counter-
acting hidden capital outflows and fraud, creates
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a favorable environment for market competition fer pricing and tax havens. The implementation
and maximizes the economic effects of the accu- of economic, tax and regulatory instruments will
mulation of money generated by business activ- help reduce transaction costs associated with the
ities in Ukraine. The implementation of policy use of hidden capital channels, and restrain such
mechanisms will solve the problem of using trans- processes at the planning stage.

CONCLUSION

The transformation of the global banking system led to the introduction of domestic banks in local mar-
kets, which helped increase their competitiveness and certain aspects of the efficiency of Ukraine’s bank-
ing sector, the effectiveness of financial market regulation through banking control, and avoid a significant
share of non-performing loans. The paper calculates the indicators of the banking sector development in
Ukraine and individual EU countries based on the analysis of standardized indicators. The results show
the level of banking sector development of Ukraine and EU countries from 2000 to 2019 using princi-
pal components analysis. The constructed time series of integral indices proved the high importance of
Ukraine’s divergence with some studied EU countries in terms of the level of the banking sector develop-
ment. Thus, the study corroborated the research hypothesis that the effective realization of the banking
sector’s potential has a significant relationship with the country’s socio-economic development.

The novelty of this study lies in the methodological and conceptual approach to linking banking sector
development between the economic growth of Ukraine, the vision of the potential of the banking sector
in ensuring the country’s sustainable development, which made it possible to take financial measures to
realize the potential of the banking sector in ensuring Ukraine’s economic growth.

AUTHOR CONTRIBUTIONS

Conceptualization: Nadiya Rushchyshyn, Taras Vasyltsiv.

Data curation: Olha Mulska, Nadiya Rushchyshyn.

Formal analysis: Olha Mulska, Nadiya Rushchyshyn.

Funding acquisition: Nadiya Rushchyshyn.

Investigation: Yuliia Nikolchuk.

Methodology: Olha Mulska.

Project administration: Yuliia Nikolchuk.

Resources: Mariia Rushchyshyn.

Software: Olha Mulska, Nadiya Rushchyshyn, Yuliia Nikolchuk, Mariia Rushchyshyn.
Supervision: Taras Vasyltsiv.

Validation: Nadiya Rushchyshyn, Taras Vasyltsiv.

Visualization: Mariia Rushchyshyn.

Writing - original draft: Nadiya Rushchyshyn.

Writing - review & editing: Mariia Rushchyshyn, Taras Vasyltsiv.

REFERENCES

Basayreh, M. (2014). Financial
Islamic banking development and
economic growth: A case study

of Jordan. International Journal

of Economics and Finance, 6(3),
72-79. https://doi.org/10.5539/ijef.
v6n3p72

204

M. (2019). Examining factors
influencing Indian custom-

ers’ intentions and adoption of
internet banking: Extending TAM
with electronic service quality.
Innovative Marketing, 15(2), 42-
57. https://dx.doi.org/10.21511/
im.15(2).2019.04

1. Aloqool, M., Okab, R., & 2. Amandeep, K., & Garima, 3.  Auster, S., & Pavoni, N. (2018).

Optimal Delegation and Limited
Awareness, with an Application to
Financial Intermediation. SSRN
Electronic Journal. https://doi.
org/10.2139/ssrn.3102831

Burianovi, L., & Paulik, J. (2014).
Corporate Social Responsibility

http://dx.doi.org/10.21511/imfi.18(2).2021.16



10.

11.

12.

in Commercial Banking — A Case
Study from the Czech Republic.
Journal of Competitiveness, 6(1),
50-70. https://doi.org/10.7441/
joc.2014.01.04

Bushman, R.M., & Williams,
C.D. (2012). Accounting Discre-
tion, Loan Loss Provisioning,
and Discipline of Banks’ Risk-
Taking. Journal of Accounting and
Economics, 54, 1-18. https://doi.
org/10.2139/ssrn.1521584

Caporale, M., Rault Leo, Sova, R.,
& Sova, A. (2009). Financial De-
velopment and Economic Growth:
Evidence from Ten New EU
Members. Economic and financial
working paper series, 3-37. West
London: Brunel University.

Casta, J., Lejard Ch., & Paget-
Blang, E. The Implementation of
the IFRS 9 in Banking Industry.
EUFIN 2019: The 15th Workshop
on European Financial Reporting.
Aug 2019, Vienne, Austria. Re-
trieved from https://hal.archives-
ouvertes.fr/hal-02405140

Casu, B., & Girardone, C. (2009).
Testing the relationship between
competition and efficiency in
banking: A panel data analysis.
Economics Letters, 105(1), 134-
137. https://doi.org/10.1016/j.
econ-1et.2009.06.018

Chanderjeet, Dr. (2017). Organi-
zational development impact at
banking industry. International
Journal of Academic Research
and Development, 2(6), 736-

739. https://doi.org/10.21474/
IJAR01/4968

Flamee, M., & Windels, P. (2009).
Restructuring financial sector
supervision: Creating a level
playing field. The Geneva Papers
on Risk and Insurance. Issues and
Practice, 34(1), 9-23. https://doi.
org/10.1057/gpp.2008.36

Fonseca, A.R., & Gonzalez, E
(2008). Cross-country determi-
nants of bank income smoothing
by managing loan-loss provi-
sions. Journal of Banking and
Finance, 32, 217-228. https://doi.
0rg/10.1016/j.jbankfin.2007.02.012

FSB. (2013). Recovery and Resolu-
tion Planning for Systemically
Important Financial Institutions:

http://dx.doi.org/10.21511/imfi.18(2).2021.16

13.

14.

15.

16.

17.

18.

19.

20.

Investment Management and Financial Innovations, Volume 18, Issue 2, 2021

Guidance on Identification of Criti-
cal Functions and Critical Shared
Services. Retrieved from https://
www.fsb.org/2013/07/r_130716a/

Gabor, D., & Brooks, S. (2017).
The digital revolution in financial
inclusion: International devel-
opment in the fintech era. New
Political Economy, 22(4), 423-436.
https://doi.org/10.1080/13563467.
2017.1259298

Gebhardt, G., Reichardt, R., &
Wittenbrink, C. (2003). Account-
ing for Financial Instruments in
the Banking Industry: Conclu-
sions from a Simulation Model.
CFS Working Paper Series 2003/21.
Center for Financial Studies
(CES).

Hashim, N, Li, W., & O’'Hanlon,
J. (2016). Expected-loss-based
Accounting for Impairment of
Financial Instruments: The FASB
and IASB Proposals 2009-2016.
Accounting in Europe, 13, 1-39.
https://doi.org/10.1080/17449480.
2016.1210179

Ilyash, O., Yildirim, O., Do-
roshkevych, D., Smoliar, L.,
Vasyltsiv, T., & Lupak, R. (2020).
Evaluation of enterprise invest-
ment attractiveness under circum-
stances of economic development.
Bulletin of Geography. Socio-
economic Series, 47, 95-113. http://
doi.org/10.2478/bog-2020-0006

Liang, H., & Reichert, A. (2006).
The relationship between
economic growth and bank-

ing sector development. Banks
and Bank Systems, 1(2), 19-35.
https://doi.org/10.1051/matec-
conf/201710005032

Luo, Y. (2015). CEO power,
ownership structure and pay
performance in Chinese banking.
Journal of Economics and Business,
82, 3-16. https://doi.org/10.1016/j.
jeconbus.2015.04.003

Mantzari, E., Sigalas, C., & Hines,
T. (2017). Adoption of the Inter-
national Financial Reporting Stan-
dards by Greek non-listed com-
panies: The role of coercive and
hegemonic pressures. Accounting
Forum, 41(3), 185-205. https://doi.
org/10.1016/j.accfor.2017.04.003

Maurice Ayuketang Nso. (2018).
The role of e-banking as a market-

21.

22.

23.

24.

25.

26.

27.

28.

ing tool. Innovative Marketing, 14,
56-65. https://doi.org/10.21511/
im.14(4).2018.05

Munteanu, I. (2012). Bank
liquidity and its determinants
in Romania. Procedia Econom-
ics and Finance, 3, 993-998.
https://doi.org/10.1016/S2212-
5671(12)00263-811

Naceur, S. B., Ben-Khedhiri, H.,
& Casu, B. (2009). What drives
efficiency of selected MENA banks?
A meta-frontier analysis (IMF
Working Paper No. WP/11/34).
Retrieved from https://www.imf.
org/external/pubs/ft/wp/2011/
wpl134.pdf

Novotny-Farkas, Z. (2016). The
Interaction of the IFRS 9 Expected
Loss Approach with Supervisory
Rules and Implications for Finan-
cial Stability. Accounting in Europe,
13, 197-227. https://doi.org/10.108
0/17449480.2016.1210180

OECD. (2017). Business and
Finance Outlook 2016. Retrieved
from https://www.oecd.org/daf/
oecd-business-and-finance-out-
look-2016-9789264257573-en.htm

Pushkala, N., Mahamayi, J., &
Venkatesh, K. A. (2017). Liquid-
ity and off balance sheet items:

A comparative study of public

and private sector banks in India.
SDMIMD Journal of Manage-
ment, 8(1), 85-93. https://doi.
0rg/10.18311/sdmimd/2017/15721

Rajesh, S. N., Raj Kunal Sen, &
Vinish Kathuria (2014). Does
banking development matter for
new firm creation in the informal
sector? Evidence from India. Re-
view of Development Finance, 4(1),
38-49. https://doi.org/10.1016/j.
rdf.2014.03.003

Revelli, C., & Viviani, J.-L. (2015).
Financial performance of socially
responsible investing (SRI): what
have we learned? A meta-analysis.
Business Ethics: A European
Review, 24(2), 158-185. https://doi.
org/10.1111/beer.12076

Ruthenberg, D., & Landskroner, Y.
(2008). Loan pricing under Basel
IT in an imperfectly competitive
banking market. Journal of Bank-
ing & Finance, 32(12), 2725-2733.
https://doi.org/10.1016/j.jbank-
fin.2008.07.009

205



Investment Management and Financial Innovations, Volume 18, Issue 2, 2021

29. Ryan, S. (2011). Financial Report-
ing for Financial Instruments.
Foundation and Trends in Ac-
counting, 6, 187-354. https://doi.
org/10.1561/1400000021

30. Schaeck, K., & Cihak, M. (2008).
How does competition affect ef-
ficiency and soundness in banking?
New empirical evidence (Working
Paper Series No. 932). European
Central Bank. Retrieved from
https://www.ecb.europa.eu/pub/
pdf/scpwps/ecbwp932.pdf

31. Sivasubramaniam, S. (2018).
Corporate Governance and
Firm Performance: Empiri-
cal Evidence from Emerging
Market. Asian Economic and
Financial Review, 8, 1415-1421.
https://doi.org/10.18488/journal.
aefr.2018.812.1415.1421

32. Sobana, G. (2014). Study on
Organizational Development in
Banking Sectors in Kumbako-
nam Region. SSRG International
Journal of Economics and Manage-
ment Studies, 4, 1-3. https://doi.

206

33.

34.

35.

36.

org/10.14445/23939125/IJEMS-
V1I2P104

Storonyanska, I. (2015). Strategic
priorities of regional financial
policy modernization. Economic
Annals-XXI, 1-2(1), 89-92. Re-
trieved from http://soskin.info/
userfiles/file/2015/1-2_1_2015/
Storonyanska.pdf

Vasyltsiv, T.G., & Cherkasova, S.V.
(2016). The influence of non-
banking institutional investor’s
activity on national financial ser-
vices market development. Actual
Problems of Economics, 176(2),
252-260.

Wahyudj, S., Nabella, R., & Sari, K.

(2021). Measuring the competi-
tion and banking efficiency level:
a study at four commercial banks
in Indonesia. Banks and Bank
Systems, 16(1), 17-26. https://doi.
org/10.21511/bbs.16(1).2021.02

Weber, O., Hoque, A., & Islam,
M. A. (2015). Incorporating
environmental criteria into credit
risk management in Bangladeshi
banks. Journal of Sustainable

Finance and Investment, 5(1-2),
1-15. https://doi.org/10.1080/2043
0795.2015.1008736

37. Yasynska, N., Syrmamiikh, I. &
Penez, O. (2021). Monitoring the
financial security of the Ukrainian
banking sector in the context of
system-deterministic challenges.
Banks and Bank Systems, 16(2),
12-26. https://doi.org/10.21511/
bbs.16(2).2021.02

38. Yuksel, S., Mukhtarov, S., Mam-
madov, E., & Ozsan, M. (2018).
Determinants of Profitability in
the Banking Sector: an Analy-
sis of Post-Soviet Countries.
Economies, 6(41), 1-15. https://doi.
org/10.3390/economies6030041

39. Zetzsche, D. A., Arner, D. W,
Buckley, R. P,, & Weber, R. H.
(2019). The future of data-driven
finance and RegTech: Lessons from
EU big bang II (EBI Working Pa-
per Series, no. 35). Retrieved from
http://www.fin-reg.uzh.ch/dam/
jer:541d7562-6698-4143-8ad6-
1676£8c30745/ssrn-1d3359399.pdf

http://dx.doi.org/10.21511/imfi.18(2).2021.16



gi1zoz(2)gL-ywi/iiSizot/310'10p xp//:diy

APPENDIX A.

Table Al. Weighted coefficients of indicators of the banking sector development of some EU countries, Switzerland, and Ukraine, 20002019

Source: Calculations based on World Bank data.

Indicators

Years Deviation
: 2019/ | 2019-
2000 2003 2006 2009 2012 2015 2016 2017 2018 2019 2000 2000

Czech Republic

The ratio of bank capital and assets, %

uid bank reserves and assets, %

The ratio of non-performing bank loans and total gross loans of banks, %

Lending to the private sector by banks, % of GDP

banks on a loan, %

Spread of interest rates of banks, %

8. Credit information depth index, rank

0.8188

0.8273

£ 1.0787

1. The ratio of bank capital and assets, %

Number of brar]ghes of commercial banks, per 100,000 adults

private sector by banks, % of GDP

Interest rate of banks on a loan, %

8. Credit information depth index, rank

1. The ratio of bank capital and assets, %

The ratio of non-performing bank loans and total gross loans of banks, %

r)‘ghes of commercial banks, per 100,000 adults

Lending to the private sector by banks, % of GDP

6. Interest rate of banks on a loan, %

t rates of banks, %

redit information depth index, rank

Hungary

1. The ratio of bank capital and assets, %

2. The ratio of liquid bank reserves and assets, %

i 0.9563

0.9627 :
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Table A1l (cont.). Weighted coefficients of indicators of the banking sector development of some EU countries, Switzerland, and Ukraine, 2000-2019

: Years Deviation
Indicators 2019/ | 2019-
2000 § 2003 § 2006 § 2009 § 2012 § 2015 § 2016 § 2017 § 2018 § 2019 2000 2000
3. The ratio of non-performing bank loans and total gross loans of banks, % 0.7720 i 0.7648 : 0.7577 : 0.6681 : 0.6013 : 0.6324 i 0.6791 : 0.7439 : 0.8081 : 0.8732 : 1.1311 : 0.1012

Lending to the private sector by banks, % of GDP

banks on aloan, %

Spread of interest rates of banks, %

8. Credit information depth index, rank

nk capital and assets, %

id bank reserves and assets, %

3. The ratio of non-performing bank loans and total gross loans of banks, %

Number of brar)‘ghes of commercial banks, per 100,000 adults

private sector by banks, % of GDP

Interest rate of banks on a loan, %

8. Credit information depth index, rank

1. The ratio of bank capital and assets, %

The ratio of nor]iperforming bank loans and total gross loans ofmbanks, %

nghes of commercial banks, per 100,000 adults

Lending to the private sector by banks, % of GDP

8. Credit information depth index, rank
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