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Diagnosis of the Financial Security of Ukraine based
on an Analysis of Global Indexes and Positions in International Ratings

Abstract. Introduction. One method of expressing the level of economic security of Ukraine and its financial component
may be through an analysis of the position of Ukraine in various international ratings. Since the recent large-scale study of the
Ukraine's financial security was conducted at the national level in 2014, there is a need to re-diagnose the level of financial security
now, in 2019. At the same time, as a basis for the formation of an expert opinion, it is proposed not to choose a cumbersome,
methodological approach with a large number of calculations, but the rating positions of Ukraine obtained as a result of
supranational studies by authoritative world organizations and funds of the level of development of economic systems of different
countries of the world.

Purpose. The purpose of the study is to form a general idea of the financial image of Ukraine and the level of financial
security of the state on the basis of assessing the position of the country in international ratings and identifying the dynamics of
their changes and trends of deterioration or improvement.

Results. On the basis of the data of international indexes and ratings, from the standpoint of the stakeholder, an express
assessment was made of the level of security of the financial component of the national economy of Ukraine. There is a tendency to
improvement in the domestic financial system, which, however, is restrained by local and global financial factors, challenges, and
risks. All of these are important in time to identify, prevent, and minimize through public administration in the financial sphere of
the economy.

Conclusions. Provided that the diagnosis of the state of financial security is carried out by an external investor or a
creditor who does not have a profound knowledge of the peculiarities of the functioning and development of the financial system
of Ukraine and makes decisions based on international ratings of national economies, his idea of the financial image of our state
will be negative. Therefore, at the state level, urgent measures should be taken to increase Ukraine's rating positions in world
rankings and indices through qualitative transformation of the domestic financial system in the direction of improving the level of
state financial security.
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YJK 336

Hocanb H. C., kaHAMJAT iCTOPUYHUX HAYK, JOIEHT, AOIEeHT KadeJpr eKOHOMIKM Ta HiJIPUEMHHUIITBA,
Yepkacbkui Jep>KaBHUM TeXHOJIOTIYHUH YHiBepcuTeT, M. Yepkacy, YKpaiHa

JiarHocruka crany ¢piHaHCOBOI 6e3neKu YKpaiHM Ha OCHOBI aHaJ1i3y
AAHMX IJ106a/IbHMX IHAEKCIB Ta 103Ul y Mi>KHApOAHUX peliTUHrax

AHomayia. Y cmammi 06rpyHmosaHo 0oyinbHiCMmb BUKOPUCMAHHS pelimuHz08uX OYIHOK KpaiH ceimy, sKi
npuceorwOmMvbCsl iM MINCHAPOOHUMU MdA HAOHAYIOHAAbHUMU opeaHizayisimu ma ¢doudamu sik iHgopmayiiiHuli pecypc ma
aHaaimu4Hull napamemp nid yac oyiHoeaHHs pieHs giHaHcosoi 6e3neku depoiicasu. Y pobomi npoananizosaro nosuyii Ykpainu
8 asmMopumemHux MiXHapoOHUx pelimuHaax, OYiHI8AHHSA KpaiH 3a AKUMU 6A3YEMbCS HA 8eAUKOMY MACUBI eKOHOMIYHUX OQHUX.
IIposedero docaidsiceHHs cmpyKkmypu okpemux iHOeKcig i pelimuHeis, 30kpema makux, sik Indekc ekoHoMiuHOT c80600u, petimuHe
Doing Business, IH0ekc 2a06a16HOT KOHKypeHmocnpomoscHocmi, [no6aavHutl indekc gpinaHcosux yenmpis, IHOekc gpiHaHcosoi
epamomHocmi, [no6anvHuli indekc iHHogayill, IH0ekc 2n06aabHoi piHaHcosol inkato3ii (Global Findex). BusHaueHo, siki pinaHcosi
Xapakmepucmuku eKOHOMIK depicas 8paxo8yrme MIiXNCHAPOOHI iHOekcu ma npoeedeHo aHa/i3 iX 3HaYeHb 04 YkpaiHu.
Buokpem/ieHo noka3HUkKU cmaHy eKoHoMiuHoi ceob6odu Ykpainu y 2019 poyi, wjo xapakmepusyroms piseHb (piHaHc080i 6e3neku
depacasu. HadaHo gpaxosuil komeHmap CKOpuH208uM OYiHKaM npoyedypam onodamkyeaHHs 6izHecy ma KpedumysaHHs1 6i3Hecy,
Wo xapakmepusyrms CmaH no0amkosoi ma 2poulo8o-KpedumHoi cknadosux piHaHcosoi 6e3neku depicasu y Mexcax peiimuHay
Doing Business. npoaHanizosaHo nosuyii Ykpainu y pelimuHay 2106a1bHOi KOHKYPEHMOCNPOMOMCHOCMI, WO Xapakmepusynoms
pisens ii pinaHcosoi 6e3neku, cmaHom Ha 2018 pik. 3po61eHo 8BUCHOBOK W 000 8nau8y pieHs piHaHcosol iHKA031i ma piHaHcosoi
2pamMomHocmi HaceneHHs1 Ha cmaH @iHaHcosoi makpobesneku. Ha ocHo8i daHUX MixcHapoOHux iHdekcie i pelimuHeie, 3 no3uyii
cmelikxo/a10epa HaA0aHO ekcnpec-oyiHKY pisHl 6e3neku iHaHcosoi cki1adoeoi HayioHanbHOI ekoHoMiku YKkpaiHu. BusHaueHno
npobsemHi acnekmu 3a6e3neveHHs PiHaHcosoi 6e3neku Ha depicasHOMY pigHi cmaHoM Ha cepeduHy 2019 poky. BcmaHogaeHo
meHOeHYll0 0 NOKpaweHHs pieHs1 po3eumKy 8imuusHaHoOi iHaHcoeoi cucmemu, 51K, 0OHAK, CMPUMYEMbCA A0KAAbHUMU U
2n106a1bHUMU piHaHCOBUMU pakmopamu, BUKAUKAMU U pusukamu, sIKi 8axc1Uu80 s4acHo idenmugbikyeamu, nonepedxcysamu ma
MiHIMIZysamu 3acobamu depicasHo20 ynpasainHs piHaHcosor cghepoio eKoHOMIKU.
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Problem statement. In the national scientific thought
and in the applied plane, there are many approaches to
assessing the level of security — national, economic,
financial, etc. Financial crises, local and global, and their
catastrophic consequences for economic systems, have
shown the inability of specialists to anticipate the
occurrence of negative financial trends and identify a low
level of financial security at the macro level. Approved at
the state level, methodological approaches to assessing
the level of economic security are not used systematically,
therefore it is impossible to follow in retrospect the level
of state financial security. The author's positions as the
founders of the security study on the recruitment,
calculation and valuation of financial security indicators
are often subjective, and there are no clear indications of
analytical procedures and interpretation of results
obtained in their process. They can be used in the
complex, combining statistical, mathematical, and scoring
models, however, only with the passage of a certain
period of time, depending on the values of indicators of
the state of the national economy, will it be clear how
reliable the results of the evaluation were.

The method of expressing the level of economic
security of the state and its financial component may be
through the analysis of the rating position of Ukraine in
various international ratings. They are built on the basis of
large-scale statistical and analytical data, covering a long
time interval. They are multicomponent, and — what is
most important — they provide an opportunity for
comparison of the values of the analyzed indicators of
different research objects.

Since the large-scale study of the state of Ukraine's
financial security conducted at the national level in 2014,
there is a need to re-diagnose the level of financial
security now, in 2019. At the same time, as a basis for the
formation of an expert opinion, it is proposed to choose a
not a cumbersome methodological approach with a large
number of calculations, but the rating positions of
Ukraine, obtained as a result of professional supranational
studies by authoritative world organizations and funds of
the level of development of economic systems of different
countries of the world.

Analysis of the recent research and publications. The
problem of ensuring the financial security of the state,
including the assessment of its level, has long engaged a
team of young scientists — N. Zachosova, N. Babina, O.
Herasimenko, V. Zanora, A. Shevchenko [1; 2]. In the
studies of N. Zachosova an attempt was made to use the
index of economic freedom and its components to form a
conclusion about the state of the economic component of
national security [3], which tends to conclude that this
indicator can be used to diagnose the country's financial
security level. Traditional methods for determining the
state of financial security at the macro level were studied
by such specialists as O. Kovalenko [4], A. Pikhotsky [5], I.

Recunenko, T. Bochkareva, S. Kononenko [6]. However,
comprehensive research on the possibilities of using
ratings of international organizations to diagnose the level
of financial security of the country from the standpoint of
stakeholders, for whom public information is often the
only source of information about the state of the object of
interest, now has not been previously found in the process
of the analysis of professional scientific sources.

Formulation of the research aim. The purpose of the
study is to form a general idea of the financial image of
Ukraine and the level of financial security of the state on
the basis of assessing the position of the country in
international ratings, identifying the dynamics of their
changes, trends of deterioration or improvement.

In order to achieve this goal in the process of scientific
work, the following tasks were set: to define a set of
ratings that are useful for forming a general idea of the
state of financial security of a country, to conduct an
analysis of Ukraine's rating positions and to make
assumptions about factors which have caused the positive
or negative evaluation of rating parameters, and to
provide a general description of the state of financial
security of the country, which will be based on the
investigated indicators.

Presentation of the main research material. The index
of economic freedom is a rather revealing indicator of
financial security. It is determined by twelve parameters
and gives an idea of the state of one hundred and eighty-
six world economies. Therefore, it is not only an indicator
for diagnosing the economic and financial potential of a
particular country, but also a basis for comparing its
indicators with the majority of states of the world. The
integrated structure of the Economic Freedom Index
involves the simultaneous consideration of several
parameters that can be used to obtain an assessment of
the level of financial security. In particular, the
characteristics of the fiscal (tax) load, "fiscal health"
(demonstrates the effectiveness of the organization and
implementation of the state budget policy, including the
work of the government with a budget deficit and public
debt), monetary freedom (based on the principles of
weighted monetary policy, price stability, controlled
inflation, stable exchange rates) and financial freedom
(characterizes the possibility of free use of banking and
non-bank financial services, efficiency and transparency of
regulation of the financial sector and the progress of the
processes that occur in it) can be used as indicators of
financial security at the macro level (fig. 1).

According to Fig. 1, itis possible to assess positively the
state of the tax burden and the level of fiscal health. The
indicator of financial freedom signals the limited capacity
of financial system participants to use financial products
and services and obstacles to decision-making in the
realization of their own financial interests. In general,
according to the Economic Liberties Indexin 2019, Ukraine
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occupies position 147 — between the Gambia (position
146) and Argentina (position 148). This is the last position
countries,

of the 44 European and Ukraine's

125,
100,
75,

50,

The level of fiscal
health

Tax burden

Monetary freedom

characteristics are worse than the average in the region
and in the global plane.

100,

58,6

Financial freedom Maximum score

Figure 1 — Indicators of the state of economic freedom of Ukraine in 2019,
which characterize the level of financial security of the state

Source: compiled by author based on data [7]

The second international rating, the details of which
should be taken into account when forming the idea of the
state of financial security of the country and its financial
image in the global economic arena, is the Doing Business
rating. Its assessment of the state's economy, namely the
possibility of doing business in the economic conditions
that are inherent in it, is based on eleven parameters. The
indicators of the financial nature of origin can be
attributed to the ability (simplicity, opportunity) for
obtaining business loans (business credit security), the
level of the payment of taxes (tax burden, as well as time
expenses for the payment of taxes, the complexity of the
implementation of taxation processes on business
entities, etc.). Other parameters of assessment — the level
of protection of minority investors, availability of
commencement of entrepreneurial activity (own
business), procedure and conditions of registration of
ownership, etc. — have an indirect effect on the level of
financial security of the state. In particular, they
determine the conditions for doing business in the
financial banking and non-banking sectors, characterizing
the tendency of domestic investors to provide resources
that can be used to cover domestic public debt, and signal

125,

100,

74,66

75,

50,

2016

the opportunities for the small and medium development
of business, whose representatives are active users of
financial products and services and active taxpayers to
state and local budgets.

Figs. 2 and 3 present scoring estimates of the financial
characteristics of the Doing Business rating calculated for
Ukraine. As of 2019, Ukraine occupies the 71st position of
the 190 countries in this ranking. In the European and
Central Asian region, to which international experts refer
to our state, the assessment of the ease of conducting
domestic business is lower than the average value.

In the analyzed period, the assessment of the
procedure for business taxation was high. As for the
assessment of the business lending procedure, in 2004 its
value was critically low; in 2005-2009, a stable average
rating of this indicator was maintained, and in 2013, its
maximum value for Ukraine was fixed — 87.5 points out of
100 possible. In the last five years, the researched
indicator remains at the level of 75 points, which signals
the possibility of improving the state of monetary security
of Ukraine in the long run. The International Monetary
Fund is a global financial organization with participation in
189 countries of the world.

100,

80,47

2018 Maximum score

Figure 2 — Score assessments of business taxation that characterize the state
of the tax component of the financial security of the state

Source: compiled by author based on data [8]
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Figure 3 — Scoring assessments of business credit, characterizing the state
of the monetary component of the financial security of the state

Source: compiled by author based on data [8]

This institution has access to a large number of
statistical and analytical information on various financial
aspects of the functioning of national economies and
financial systems of different states. Periodic reports are
published on Global Financial Stability, World Economic
Outlook, and Fiscal Monitor. Thus, in a report published in
April 2019 on issues of global financial stability, the
experts identified the factors of financial vulnerability
inherent in the economies of most countries. The report
provides a new basis for a comprehensive assessment of
the balance sheet vulnerability in various financial and
non-financial sectors, and focuses on a number of specific
vulnerability factors in emerging economies and emerging
market countries. Among the main financial risks for
global economic development in the future, experts note
the debt of corporations in advanced economies, the
relationship between sovereign structures and the
financial sector in the euro zone, China's financial
imbalances and potential secondary effects, fluctuating
flows of portfolio investment in countries with emerging
markets, the risk of housing prices, and so on. [9]. These
risks and vulnerabilities can become a trigger for the onset
of another financial crisis and should therefore be taken
into account when developing policies, programs, and
strategies for ensuring Ukraine's financial security at the
national level.

The Global Competitiveness Index contains
information on the competitiveness potential of 140
countries and is based on a large number of economic
information, including financial data. In particular, experts
estimate the level of inflation in the country, the volume
of debt, and transparency of the budget. The condition of
the state financial system is subject to a detailed
assessment. Attention is drawn to the level of lending to
the private sector, market capitalization, the size of
insurance premiums, the reliability of banks, credit
rupture, and the availability of regulatory capital in
banking institutions. In 2018, Ukraine was in 83rd place
with a score of 57 (from a maximum possible score of 100

points). The position of Ukraine on individual indicators of
the rating, related to the level of its financial security, is
shown in Fig. 4.

It should be noted that according to the indicators of
the financial system, Ukraine ranks 117 out of 140; in
terms of financial stability — 138th out of 140; on the
reliability of banks — 135 out of 140; on dynamic arrears —
113th out of 139 possible [10].

It is regrettable to note that in the authoritative Global
Financial Centers Index 25 [11], Ukraine and Kyiv are not
mentioned at all, indicating that the state is unable to
compete in capital markets and determine its current
financial system directions of the global financial flows.

As we notice from Fig. 4, the financial system of
Ukraine and the reliability of its banking sector received
low ratings. Thus, it is necessary to take measures at the
national level to optimize the state of banking safety and
the security of the non-banking financial sector.

The Global Innovation Index in 2019 placed Ukraine at
47 of the 130 countries included in the rating (in 2018,
Ukraine was 43rd place, the best result over the last eight
years). The index also contains indicators that can be used
to assess the level of public financial security. In particular
are indicators for the availability of lending (91 out of 130
possible) and a portfolio of debts of microfinance
institutions (79 out of 130 possible) [12].

With the results of the Financial Literacy Index,
Ukraine ranks last with 30 countries in the Organization
for Economic Cooperation and Development [13, c.11].
The indicator is complex, and combines the parameters of
evaluating the financial relation (the desire or reluctance
to think about the financial future, careless attitude to
money, and thoughtless spending), financial behavior
(propensity to make informed financial decisions), and
financial knowledge (the ability to explain the essence and
significance of individual financial terms and concepts). In
general, the financial literacy rate of the population of
Ukraine is 55%.
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Figure 4 — Ukraine's position in the global competitiveness rating in 2018,
which characterizes the level of its financial security

Source: compiled by author based on data [10]

In the context of studying the level of financial literacy
it is necessary to provide data on the state of financial
inclusion, since only a financially aware citizen can
become an active participant in the financial system of the
country, and therefore, provide it with the receipt of
financial resources to stabilize the state's financial security
and further economic development. The Global Financial
Index (Global Findex) provides an assessment of the level
of financial inclusion in 159 economies around the world.
In 2017, the rating position of the state on the basis of

125,

100,
75,
52,7
50, 41,3
25,
0,
2011 2014

financial inclusion was based on the parameter of the
number of open-ended population of settlement
accounts. For Ukraine, the value of this indicator was 63%
(Fig. 5). Thus, almost half of the adult population of the
state remains outside the financial system, does not use
financial products and services, does not realize own
financial interests and does not invest in assets in the

financial sector, which now has a severe need of
investment.
100,
62,9
2017 Maximum possible

value

Figure 5 — The level of financial inclusion in Ukraine, %

Source: compiled by author based on data [14]

Conclusions. The analysis of Ukraine's position in a
number of international ratings allows us to draw the
following conclusions regarding the state of its financial
security at the macro level.

In general, although the Ukraine's rating on the basis
of global economic indexes is extremely low, the state of
security of the financial component of the national
economy of Ukraine is on the border between satisfactory
and critical values. In particular, such financial indicators
of the state of Ukraine's economic freedom as tax burden
and fiscal health, as well as the Doing Business rating
indicators, such as business lending and business taxation,
which are tending to improve, should be positively
evaluated. At the same time, the unsatisfactory state of
the domestic financial system is traced; the assessment of

the reliability of banks, and therefore the banking system
as a whole, only marginally exceeds the minimum possible
value. Thus, provided that the diagnosis of the state of
financial security is carried out by an external investor or
a creditor who does not have a deep knowledge of the
peculiarities of the functioning and development of the
financial system of Ukraine and makes decisions on the
basis of international ratings of national economies, he
will provide his idea of the financial image of our state,
which is negative for financial decisions. Therefore, at the
state level, urgent measures should be taken to increase
Ukraine's rating positions in world rankings through
qualitative transformation of the domestic financial
system in the direction of improving the level of financial
security of the state.
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