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Trust in Hryvnia: Functional Aspect

Abstract. The purpose of this study is to develop a broader complementary approach to measuring the level of
public trust in the Ukrainian national currency - hryvnia. It was suggested to calculate the general level of public trust in
hryvnia based on its implementation of the main money functions: unit of account (sometimes referred as a measure of
value), medium of exchange, store of value, standard of deferred payment and a world money. This approach allows
monitoring the trust of economic agents in hryvnia as the main institution of the financial sector of the economy, as well as
determining the causes of the erosion of trust crisis in the national currency (due to violations or inability to fulfil
fundamental functions of money). It was found a long-term trend of increasing the general level of public trust in the hryvnia
and the monetary system in general. The analysis revealed that from 2008 to 2010 the increase in the general level of trust
in hryvnia had been achieved primarily through the performing by the national currency functions of unit of account,
standard of deferred payments and the world money. During the period from 2010 to 2013, the source of growth has been
an increase trust in hryvnia at the time of its performing function of a store of value. In 2014 there was the sharpest drop in
18% caused by an inability to fulfill its functions of unit of account, medium of exchange, store of value and the world money
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JoBipa a0 rpuBHi: yHKIiOHA/IbHUM aCNIEKT

AHomayis. B ymosax kpu3oeux s8uly 8 eKOHOMIyi, Wo cnocmepizaromsCsi NPomMsA20M 0CMAHHIX POKIi8, 3HU3UBCSA
piseHb dosipu do epowogo-kpedumHoi cucmemu Ykpainu. [Iposieom ybo2o cmano cmpimke 3p0CmMaHHs Kypcy iHO3eMHUX
saswm. Hacaidkom HecmabinbHocmi HayioHanbHOI easiomu cmas Macosull 06MiH 2pusHi Ha I[HO3eMHy eaJawmy
Hace/neHHAM ma 3a2aabHoi dosapusayii eKoHOMIKU, Wo npu3seso A0 NPUCKOPEHHs 3HeyiHeHHs 2pusHi. Lle, y ceoro uepeay,
cnpusiao uje 6inbwomy nadiHHw dogipu - sk 0o epusHi, mak i do epowo8o-kpedumHoi cucmemu 3azasiom. Hedosipa do
HayioHanbHOi 2powosoi oduHUYi nposieasiemvbCsl y 3amiujeHHi HatlCUAbHIWOoW [HO3eMHOK 8A/10MOK OCHOBHUX PYHKYIl
epouweli: 3acoby 06izy, 3aoujadiicerHss ma mipu eapmocmi. HayionasabHa ma iHo3emMHa ea/noma, YupKy 004U napaaeabHo
Ha iHaHco8OMYy pUHKY ma HA PUHKy (PIHAHCOBUX NOC/Ay2, NOYUHAIOMb KOHKypyeamu Mixc cobow I, K pe3yabmam,
CU/bHIWA 8a/110MaA NOYUHAE BUMICHAMU MeHW YIHHY Npu BUKOHAHHI Heto PYHKYill epowell.

Memow cmammi € po3po6ka iHmezpaabHO20 NOKA3HUKA CYCniibHOI dosipu do HayioHAbHOT 2powio8oi 0duHuUYi 3
Mo4Ku 30py BUKOHAHHS Helo PyHKYIl epouwiedl.

OcHogHUll pe3ysabmam po6omu hojsied€ y po3po6yi HAykoso-memoduuyHozo nidxody do OYIHWEAHHS pieHs
cycninvHOi dogipu 0o eimuu3HsHOi 2powlogoi 00UHUYI WASXOM O06YUC/AEHHS [HMezpanbHO20 NOKA3HUKA HA OCHO8I
8PAXy8aHHs BUKOHAHHS 2puUBHel0 0CHOBHUX (PyHKYIlU: mipa eapmocmi, 3aci6 o6izy, 3aci6 3aowadxiceHHs, 3acib6 naamedcy,
ceimosi epowi. Takuili nioxio do3goas€ npogodumu MOHIMOpUHz A08IpU eKOHOMIYHUX azeHmig d0 2puBHi K OCHOBHO20
iHcmumymy ¢piHaHCc08020 ceKMOpy eKOHOMIKU, d MAakox< eusHau4amu npuvuHu eposii kpusu dosipu do HayioHA/1bHOT
sastomu (8HacAI00K HeBUKOHAHHS Helo 0CHOBHUX yHKYiil). Ha ocHosi nposedeHo20 docaidxiceHHs1 MOJCHA cmeepdicysamu
npo icHyeaHHs do820cmpoKk08020 mpeHdy 3p0CMAaHHs pieHs dogipu 0o 2pusHi ma 2pouio8o-kpedumHoi cucmemu 8 YisioMy.
Tak, 3 2008 no 2010 pik 8id6ysa./ocs 3pocmaHHs pieHs do8ipu 00 2pueHi 3a paxyHoK 6UKOHAHHSA Hel PYHKYil mipu
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eapmocmi, 3aco6y naamexcy. ¥ nepiood 3 2010 poky no 2013 pik 3pocmaHHs NPUCKOPUA0CL 3A8051KU BUKOHAHHAM 2PUBHEK
@yHKyil 3aco6y 3aoujadiceHb, wo 6ysn0 06ymosaeHO cmabinizayiero epusHi ma 36iAbWeHHAM 8i0cOmMKO8UX CMABOK 3a
denozumamu y HayioHanbHill eaaromi. Halibinvwe nadinHsa pieHs dogipu do epusHi 6ysa0 3adikcosano y 2014 pouyi sk
peakyis eKoHOMIiYHUX azeHmis Ha myp6yseHmHicmb hiHAHC08020 MA EKOHOMIYHO20 CeKMOpy eKOHOMIKU. [1adiHHA pigHs
dosipu do 2pusHi 8id6ysa/0cs 3a paxyHOK He BUKOHAHHA Heto PYHKYIT ceimosux epowell, 3acoby 3aowadiceHb, 3acoby obizy
ma mipu eapmocmi. I[IpuduHamu ybo20 6yAuU noAimuvyHa ma eKOHOMIYHA Kpu3u, wo npusseau 0o NaHiYHUX Hacmpois &
cycninbcmei, cmpimke 3pocmaHHs pieHs iHPasayil. BionosaeHHs pieHsa dogipu do HayioHaabHoi 2powosoi oduHuyi y 2015
poyi cmaso MoxiAUBUM 3A805IKU 3HUNCEHHIO pieHs IHPAYyll ma cmabinizayii epueHi.

Jlosipa do 6aHkiscbkux ycmaHos — Yye Had3euyaliHo saxcAusull YUHHUK ix dissibHocmi ma possumky. [loaumusHo
Ha dosipy do 6aHkiscbkoi ycmaHosu ma do 2pow08o-kpedumHoi cucmemu 8 YioMy 8nau8ae cmabiabHicms HayioHa bHOT
epowosoi oduHuyi. Came momy 3 memow 00cAidxceHHS1 enaugy dogipu 00 2pusHi Ha OCHOBHI napamempu disabHoCcMI
6aHKigcbKUXx ycmaHos 6ysa po3pobsaeHa Modeab iHmezpanbHo20 Koediyienma dogipu Ha ocHosi PYHKYIU epusHi.
Hacaidkom gidHoeaeHHs Ybo2o sudy dosipu € cmabinizayis pecypcHoi 6a3u ma HopmaJizayisi 6aHKiecbko20 6i3Hecy.

Kawouoei cioea: dosipa; epusHs; easroma; epouioga o0uHUYs; MOHemMapHa cucmemd.

Problem statement. In the conditions of the crisis
phenomena in the economy, that are observed in recent
years, the level of trust in the monetary system of Ukraine
has decreased. The manifestation of this was the rapid
growth of the foreign exchange rate. The result of the
volatility of the national currency was the massive
exchange of Hryvnia against foreign currency by the
Ukrainian consumers and the general dollarization of the
economy, which led to acceleration of depreciation of the
national currency Hryvnia. This process was accompanied
by outflow of deposits from banking institutions. It
contributed to an even greater fall of trust, both in the
national currency (Hryvnia) and in the monetary system in
general. Distrust of the national currency is manifested in
replacing by the most powerful foreign currency the main
functions of money — medium of exchange, a store of
value and a measure of value. National and foreign
currency, circulating simultaneously in the financial
market and in the financial services market, begin to
compete with each other, and as a result, a stronger
currency (foreign currency) starts to crowd out less
valuable (the Ukrainian Hryvnia) when it performs its
functions of money.

Analysis of the recent research and publications. To
date, foreign and domestic scientific literature raises the
question of the trust importance in the monetary system.
Existing scientific and methodological approaches to
revealing the dynamics of public trust are divided into the
following two groups: qualitative (based on survey) and
guantitative (based on different groups of indicators)
methodologies of trust assessment. Qualitative
methodologies of trust assessment are grounded on
obtaining primary sociological information, based on oral
or written appeal to the studied group of people with
issues whose content is the problem of research at the
empirical level. To date, there are many international and
national surveys of economic agents about their
trust/mistrust in individual financial institutions (banks),
the National bank of Ukraine (NBU), public authorities,
indices of optimism/pessimism, private indices (World
Value Survey [1], General Social Survey [2],
Eurobarometer [3], European Social Survey [4], Consumer
Confidence Index [5], GfK Trust Index [6], etc.). The data
obtained by the survey method does not always differ in

the continuity and stability of the sample, which makes it
difficult to use them for comprehensive assessment of the
dynamics of public trust. However, the very nature of
guestioning methods can reflect the conventional nature
of trust as the sum of certain expectations and subjective
thoughts.

Quantitative methodologies of trust assessment are
based on the use of a set of indicators, or estimated
indices [7, 8, 9, 10]. The multi-factor index allows using a
wide range of economic statistics to assess trust. A
disadvantage is subjectivity in assessing the weight of the
indicators and a sampling of indicators. The use of the
indicators of both groups (in the presence of available
data) reveals the peculiarities of the formation and
accumulation of trust in post-soviet economies. It is
necessary to take into account the significant differences
in the relationship of trust and economic policy in these
countries, caused by the peculiarities of the institutional
environment, achieved level of development, etc..

The purpose of the article is to develop an integral
indicator of public trust in the national currency in terms
of fulfilling its functions of money.

Presentation of the main research material. Trust in
the national currency is proposed to be viewed as a form
of public trust at the institutional level that reflects the
attitude of economic agents to the main institution of the
financial sector of the economy, based on the idea or
knowledge of the principles and mechanisms of the
functioning of the money and is related to the possibility
of constructing forecasts for the possible change of the
national currency (relative to other currencies),
confidence, or the expectation that the national currency
will fulfill all the functions of money.

The approbation of the scientific and methodical
approach to determining the level of trust of economic
agents in the national currency is made for the Ukrainian
currency — Hryvnia. According to the major functions of
money, trust in Hryvnia can be divided into the following
five indicators: unit of account, medium of exchange,
store of value, standard of deferred payment and a world
money.

Trust in hryvnia as a unit of account (sometimes
referred as a measure of value). Hryvnia as a unit of
account and a standard of measurement provide a
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common measure of value of goods and services being
exchanged. Hryvnia is used to measure and to record
prices, financial transactions, etc. Thus, price stability
reflects the maintenance of the purchasing power of the
national currency on the basis of maintaining low, stable
rates of inflation in the medium term. That is why, in order
to reflect trust in hryvnia as a result its performance of the
unit of account function, the the inflation index expressed
by the consumer price index could be used. For the

purpose of correct inperpretation of the results obtained
it should be noted that the level of trust in the hryvnia and
the consumer price index are in inverse relationship - the
increase of inflation leads to a decrease in public trust in
hryvnia.

Indicator of trust in hryvnia as a unit of account for the
period 2008-2017 are presented in Figure 1.
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Figure 1 — Dynamics of the measured trust in hryvnia as a unit of account during the period 2008-2017

Source: submitted by the authors

The data presented in Figure 1 shows a steady
tendency to reduce the inflation rate from the crisis of
2008 to 2012. Thus, the consumer price index for the
whole analyzed period reached its minimum value of
99.8% in 2012, which may be explained by a certain
stabilization of economic processes in the country.
However, the political change in the ruling regime, the
negative events in the East of Ukraine, the annexation of
the Autonomous Republic of Crimea, and the conduct of
the anti-terrorist operation amplified the panic
expectations in society, prompting the growth of inflation,
which in 2015 reached its record high of 143.3% over the
past 10 years.

By implementing a weighted monetary policy and
stabilizing the financial sector of the economy, since 2016,
inflation has fallen to the level of 2009. In 2017, there
were further minor variations (113.7%). Taking into
account the inverse relationship between trust and the
consumer price index, in 2012 trust in hryvnia reached its
maximum level. The year 2015 was characterized by a
crisis of trust in the national currency.

Trust in hryvnia as a medium of exchange. This
function of money consists of the money ability to be an
intermediary in the exchange of Goods-Money-Goods to
facilitate transactions. Economic agents often use foreign
currency as a method of payment in the markets for
goods, services, labor, and financial capital.There is a large
part of economic agents who have a low level of trust in
the banking system at all and hryvnia in particular, thus
keep funds in foreign currency at home in the form of
savings.

In some cases, economic agents exchange hryvnias to
US dollars, and then, when the time came, exchange them
again to the national currency in order to use them in
payments. However, the majority pay by the foreign
currency, especially in private purchase and sale
transactions (secondary real estate, cars, etc.). Therefore,
the following indicator could measure the level of public
trust in the hryvnia as a medium of exchange:

TUAH = % x 100% (1)
where TU4H — the level of public trust in hryvnia as a
medium of exchange;

Mo — material currency (cash itself), thousand
hryvnias;

C — foreign currency in cash converted into
hryvnia by the current exchange rate indicator, thousand
hryvnias.

According to the model, the higher the level of cash in
hryvnia compared to cash in the form of foreign currency
is, the greater the trust in the national currency is. In other
words, formula (1) characterizes the ratio of cash in
hryvnia and cash in the form of foreign currency. The
positive dynamics of the indicator increasing testifies to
the increase of hryvnia cash in the total volume of cash,
and, accordingly, reflects the growth of trust in the
national currency.

Indicator of trust in the hryvnia as a medium of
exchange for the period 2008-2017 is presented in
Figure 2.
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Figure 2 — Dynamics of the measured trust in hryvnia as a medium of exchange during the period 2008-2017

Source: submitted by the authors

As seen from Figure 2, there is no long-term trend of
increasing or decreasing in trust in hryvnia as a medium of
exchange during the period 2008-2017. As shown above,
during 2009-2010 there was a tendency of increasing trust
indicator. However, during 2010-2012 trust in hryvnia as a
medium of exchange decreased slightly and ranged
between 69.42 and 70.14. In 2013, trust in hryvnia as a
medium of exchange reached the maximum value
(72.97%) for the analyzing period. This could be explained
by economic stabilization in the whole and and the
exchange rate of the national currency in particular, which
allowed consumers to sell foreign currency in cash that
accordingly increased cash in the form of hryvnia in the
economy of the country. However, the political instability
in 2014, military actions on the territory of Ukraine led to
a decrease of GDP and a sharp increase of hryvnia
exchange rate that accordingly caused a sharp fall in the
level of trust in hryvnia as a medium of exchange in 2014.
The economic stabilization and structural reform
programme, starting in 2015, has led to slightly restoring
trust in hryvnia as a medium of exchange. However, trust
have not reached even the level of 2008 that could
indicate the destructive processes in economic agent's
expectations about future developments.

Trust in hryvnia as a store of value. Holding money
can be viewed as the most convenient way to keep a
reserve of liquid assets that can be retained over time (it
will still hold its value the next day, or the next year).
Comparing to real estate, gold, and other tangible assets,
bank deposits is a much easier way of storing value
because they can be easily converted into other things in
order to fund spending or exchanges at a later day.
However, this function of money may not be perfectly
accurate in reality. Since money loses some of its value
due to inflation, but it remains money.

Under normal curcumstances, economic agents are
willing to keep a part of their wealth in form of money

(short-term bank deposits, cash and/or cash equivalents).
In economic literature, this phemonen is known as
liquidity preference. However, the bigger part of wealth is
kept in form of money, the greater trust in hryvnia is
formed.

Therefore, the following indicator could measure the
level of public trust in the hryvnia as a store of value:

UAH DUAH+SUAH o
T, = m X 100% (2)
where  TUAH —the level of public trust in the hryvnia as
a store of value in %;
DU4H — the value of term deposits in hryvnia,

thousand hryvnias;

SUAH _the value of the securities that are
included in the aggregate Ms and are issued in hryvnias,
thousand hryvnias;

M1, Ms
hryvnias;

C — foreign currency in cash in Ukraine converted
into hryvnia equivalent by the current exchange rate
indicator, thousand hryvnias.

In other words, formula 2 describes the share of the
amount of time deposits in the national currency and
securities in national currency in the amount of all time
deposits and securities in Ukraine. The positive dynamics
of the increase of this indicator in time testifies to an
increase in the share of economic agents deposits in
hryvnia in the total amount of savings of the population,
and, accordingly, shows the growth of trust in the national
currency. According to this formula, the larger the amount
of term deposits in hryvnia and securities are, the greater
the trust in the Ukrainian national currency is.

Calculated values of the indicator of trust in the
hryvnia as a store of value for the period 2008-2017 is
depicted in Figure 3.

thousand

monetary aggregates,
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Figure 3 — Dynamics of the measured trust in hryvnia as a store of value during the period 2008-2017

Source: submitted by the authors

Based on the data presented in the figure above it
could be argued that trust in hryvnia as a store of value is
characterized by high volatility during analysed years
2008-2017. Between crisis 2008 to recovering 2010 years,
the negative tendency to decrease in indicator of trust in
hryvnia as a store of value could be observed. As of 2010,
the indicator was 54 per cent lower than in 2008. This
could be due to consequences of the global financial crisis
that led to economic instability in the subsequent years.
Accordingly, disbalances that took place in the financial
market resulted in economic agents preferences to keep
funds in foreign currency. As a result, the growth of the
foreign currency deposits was amounted to USD 13.87
billion. However, in 2011, the trust indicator recorded
growth totaling 59 % compared to the previous year's
period. This could be attributed to several factors, such as
stabilizing the Ukrainian national currency and increase in
interest rates on deposits in hryvnia. As early as 2012,
however, the trust in hryvnia as a store of value decreased
due to lower interest rates on deposits in the national
currency, that in 2011 were artificially inflated to
overcome the hryvnia deficit in banks. The situation
stabilized in 2013, but the level of trust in hryvnia as a

100,00
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20,00

0,00
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store of value has remained below the level recorded in
2011. Since 2014, there has been a decrease in the level
of trust in hryvnia as a store of value. Evidence suggests
that reasons for this are included general economic
instability in Ukraine and a sharp decrease in the hryvnia
exchange rate. Data collected in 2014-207 show that
economic agent’s prefered foreign currency in order to
protect their savings from potential risks.

Trust in hryvnia as a standard of deferred payment.
This function of money consists in the ability of hryvnia to
serve the repayment of various debt obligations between
the subjects of economic relations that arise in the
process of expanded reproduction. When hryvnia is used
as a medium of exchange with oportunity to spread
payments over a period of time, it forms the basis for
credit transactions. In a modern economy, most
transactions (buying and selling) are related to the use of
credit cards. Therefore, trust in hryvnia as a standard of
deferred payment expressed as a share of cashless
payments in total card (issued by Ukrainian banks)
operations. Trust in hryvnia as a standard of deferred
payment for the period 2008-2017 is summarized in the
figure 4 below.

2013 2014 2015 2016 2017

Figure 4 — Dynamics of the measured trust in hryvnia as a standard of deferred payment during the period 2008-2017

Source: submitted by the authors

The data presented in Figure 4 shows a steady
tendency of increasing in the share of non-cash

transactions in the total volume of transactions using
payment cards issued by Ukrainian banks for the entire
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period of analysis. Ukrainians are increasingly pay with
hryvnia through credit cards, as they are more convenient
and safer than cash payments. A further dynamic
influence were expanding the payment infrastructure (the
rapid growth of the ATM network, the network of retail
POS-terminals) and fasilitation innovation technologies
(such as as Apple Pay and Google Pay) that allows
economic agents to complete credit transactions (the
repayment of money loaned or loan commitment made,
or payment for goods, services etc.) without help of a
branch representative or teller. As of beginning of October
2018, there were 6.7 POS-terminals per 1,000 inhabitants
in Ukraine (NBU). In addition, there is an expansion of the
list of payments that can be made using credit cards.
Trust in hryvnia as a world money. World money is a
function in which money serves the movement of value in
international economic circulation and provides
realization of mutual relations between countries. The

2,500
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1,000

0,500

0,000
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following means that in order implementing the function
word money hryvnia shoul be used in the payments for
foreign trade operations, granting of loans and other
agreements. Hryvnia is not fully convertible currency;
payments in the Ukrainian hryvnia are not made on
international transactions and the exchange rate is not
determined on the world currency market. The above
mentioned indicates that hryvnia cannot carry out this
function fully. However, taking into account high volatility
of the hryvnia exchange rate against foreign currencies
and connected to it bank panic and bank run, it is
necessary to include official exchange rate of Hryvnia
against US dollar into investigation.

It should be noted that the level of trust in the hryvnia
has an inverse relationship with volatility of Hryvnia
exchange rate against US Dollar. The plunge in the value
of the hryvnia leads to a decrease in public trust in the
national currency, and vice versa (Figure 5).

1,951

100

.........................................

2013 2014 2015 2016 2017

Figure 5 — Dynamics of the measured trust in hryvnia as a world money during the period 2008-2017

Source: submitted by the authors

The information provided in the Figure 5 indicates two
trust crisis int the Ukrainian national currency towards US
Dollar. The first crisis is connected with the global financial
crisis of 2008 and was accompanied by a decrease in the
Ukrainian GDP and rising inflation. The central bank was
unable to deal with such shocks and has not taken any
actions to support the hryvnia, despite the availability of
about $ 35 billion of foreign exchange reserves at that
time that could be used for appropriate currency
interventions. The next trust crisis was in 2014. Hostilities
in eastern Ukraine resulted in the flight of foreign capital,
the decline of exporters' revenues and other problems
that deprived the country of foreign currency that led to
its deficit. Negative processes that took place in foreign
exchange market were reinforced by the low level of gold
and foreign exchange reserves that unallowed the NBU to
carry out currency interventions to stabilize the national
currency. However, starting from 2015, situation has
stabilized and almost reached the pre-crisis level in 2017.

A measure of public trust in hryvnia in the fulfilment of
functions of money can be calculated as:

(TUAH)t (TUAH)t
Tyan = K* W —F5g=+ Ks W = + K+ W *
(TuaUA)IE’I (Tme )0
(TP (Tsdp )t (TwmOt
+K*W +K*W 3
(TSAH), Tg[?pﬂ)o (Toao (3)
where  Ty,y —general level of public trust in hryvnia;

K — coefficient that shows positive (1) or negative
(-1) influence of the trust components (functions of
money) on the general level of public trust in hryvnia;

W — weight coefficient;

TUAH — trust in hryvnia as a unit of account;

TYAH —trustin hryvnia as a medium of exchange;

TYAH_ trust in the hryvnia as a store of value;

Ty’ — trust in the hryvnia as a standard of
deferred payments;

TUAH_tryst in the hryvnia as the world money.

This means that general level of trust in hryvnia could
be decomposed as five functions of money: unit of
account, medium of exchange, store of value, standard of
deferred payments and the world money. The initial value
of each trust indicator in 2008 is equal to 100%. The level
of trust could be calculated as a sum of obtained trust
measureas as a medium of exchange, store of value,
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standard of deferred payments with the exception of the
trust in hryvnia as a unit of account and word of money.
The weight of each indicator is equal to 0.2, since each
function has an equal role. Graphical visualization of the
obtained data is presented in Figure 6.

Based on the data shown in Figure 6, it can be argued
that there is a long-term trend of increasing the general
level of public trust in the hryvnia and the monetary
system in general. From 2008 to 2010, there was an
increase in the general level of trust in the hryvnia due to
increased reliance on the nation currency in performing of
unit of account, standard of deferred payments and the

2008

2009 2010 2011

2012

world money functions. During the period from 2010 to
2013, the growth accelerated due to the strengthen
confidence in hryvnia at the time of its performing a store
of value function. This was achieved through economic
stabilization and higher interest rates on time deposits in
the national currency. However, it can be highlighted the
neven growth of public trust in hryvnia. Thus, the
amplitude of growth in the level of trust in the hryvnia is
not a constant value throughout the analyzed period. The
strongest gains are being achieved in 2013 when trust in
the national currency have increased by over 53
percentage points in relation to the preceding year.

2013 2014 2015 2016 2017

Figure 6 — Dynamics of the level of trust in hryvnia during the period of 2008-2017

Source: submitted by the authors

As seen from the Figure 6, in comparison with previous
years, the highest decline in public trust in hryvnia was
recorded in 2014. The sharpest drop in 18% has been
caused by reaction of economic agents to turbulence in
the financial and economic sectors of the economy. In
2014, the Ukrainian currency was unable to fulfill its unit
of account, medium of exchange, store of value and the
world money functions. The reasons for this were the
political and economic crises, which led to panicin society,
the rapid growth of inflation, and instability of the hryvnia
exchange rate.

After decreasing of the public trust in hryvnia in 2014,
the National Bank of Ukraine gradually pursued the
liberalization of administrative restrictions to stabilize the
situation on the monetary and foreign exchange markets.
This was aimed at improving the business climate and, at
the same time, preserving macro-financial stability. The
result was a further stabilization of the situation in the
monetary and foreign exchange markets.

Restoration of the level of trust in the national
currency in 2016 became possible due to the decreasing
of inflation and the stabilization of hryvnia exchange rate.
There was also an increase in savings deposits of the

population in banks starting in 2016 (7% growth in relation
to the preceding year). This was facilitated by an increase
in  household incomes and an increase in the
attractiveness of hryvnia savings deposits against the
backdrop of strengthening hryvnia exchange rate. A bright
indicator of public trust restoration in hryvnia is the fact
that Ukrainians have increased the sale of currency five
times.

Summary. In the conditions of the crisis phenomena
observed in the economy in recent years, the level of trust
in the monetary system of Ukraine has decreased. The
manifestation of this was the rapid growth of the foreign
exchange rate. As a result of the national currency
volatility, the massive exchange of hryvnia against foreign
currency by the population, which led to accelerating the
depreciation of the hryvnia. This process was
accompanied by the outflow of deposits from banking
institutions. This, in turn, contributed to an even greater
drop in the level of trust, both in hryvnia and in the
banking system as a whole. That is, trust in the national
currency has a direct impact on the financial stability of
the banking system.
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