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AT y HampsMi came 3allydeHHs 30BHIIIHIX iHBec-
THLIA Ta aKTUBHOTO PO3BUTKY BHYTPINTHHOTO iHBEC-
TyBaHHS. SIK HACIiJOK, PETiOH OTpHMae HEoOXimHi
oMy (QiHaHCOBI pecypcH, sKi MOXXKHA HAIPaBUTH Ha
PO3BUTOK IOTEHLIaNy HaceleHHsA. BomHowyac MoxHa
3aMiATH Taki (picKalbHI IHCTPYMEHTH, K MOJATKH 3
BIMOBIAHUMH TIPOTUBaraMu — minbramu. [lineru He-
00X11HO HaJIaBaTH TUTS CTUMYJTIOBaHHS
perioHaNbHOTO  PO3BHUTKY, 3aIliKaBICHOCTI  ¢ipMm
OpaTH y4acTh B 3arajib-HOHALliOHAJIBHUX IPOTpaMax
Ta TPOEKTaX, po3poOIli Ta BIPOBaIKEHHI HAYKOBO-
JTOCITiTHIX poOir, 3MEH-IIICHHI 6e3po0iTTH,
MiBUIICHH] (hiHAHCOBOTO 3a0e3e-4eHHs JepKaBH.
[ToBHE ckacyBaHHS MiJIBI iIHO3EMHHM iHBECTOpaM
MOXJIMBE 3a YMOBH, IO KpaiHa HOCATJIa BHCOKOTO
piBHS CBOTO pO3BUTKY 1 He BigdyBae aedinuty
iHBeCTHIII-HUX pecypciB. Ha Hamry mymKy, 3 MeTOr0
¢bopMyBaHHS ~ Ta  HApOUIyBaHHI  PECypCHOTO
MOTEHIlIaly pEerioHy, 3a HasABHOCTI (DiHAHCOBHX
pecypciB  Ha iforo TepurTopii, B mepury 4epry
HEOOXIJJHO 3aJy4MTH came I BHYTpIIIHI pecypcH,
JaJli  3a TIPIOPUTETHICTIO 3aIydaloThCsl pecyp-cH
perioHiB YkpaiHu i, HapemTi — iH03eMHi IHBECTHIII.

OOrpyHTYBaHHSI JOILUIBHOCTI Ta €(EKTUBHICTH 3aIly-
YeHHs TOTO UM IHIIOTO BHUIY IHBECTHUIIH y PO3BUTOK
E€KOHOMIKH pErioHy 1 € TEepCHeKTHBOI HAIIIOTO
MOAANB-IIOTO TOCIIIKESHHS.
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BANK’S CREDIT POLICY IN CONDITIONS OF DIGITAL TECHNOLOGIES

Abstract

The article defines the essence and role of credit policy, substantiates the need for its improvement in current
conditions. The basic principles and functions of credit policy are given. It is concluded that the basis of credit
policy should be the main principles: reliability and profitability of funds and the principles of rational
lending. The goals of credit policy and directions of its implementation are determined. The share of credit
operations in the general structure of assets of domestic banks is estimated. It is noted that commercial banks'
credit policy is an integral part of the strategy and tactics of the NBU and the government. Measures to
improve the efficiency of commercial banks' current activities and improve their credit policy are proposed.
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Anomayin.

Y cmammi eusnaueno cymuicme ma ponv  KpeOUmMHOI NOMMuKu,

00TpYHMOBAHO HeoOXiOHicmb it

600CKOHANEHHA Y cyuacHux ymoeax. Haeedeno ocmosui npunyunu ma @yHKyii Kpeoumnoi nORimuxu.
3pobaeno 8UCHOBOK, WO OCHOBOI KpeOUMHOI NOLIMUKU MAlOMb CMAmu 20J106HI NPUHYUNY: HAOIUHICMb ma
npUOYMKOBICMb POMIWEHHST KOULMIB, A MAKONC NPUHYUNU PAYIOHATIbLHO20 KpeoumyeanHs. Busnaueno yini
Kpeoummuoi nonimuxu ma Hanpamu ii peanizayii. 3pobieHo OYiHKY 4acmku KpeOumuux onepayii y 3a2anvHil
CMpPYKMypi akmueie 6imuyusHAHUX OAaHKI6. 3a3HaueHo, WO KpeOumHa NONIMUKA KOMepYiliHux OaHKie €
Hegi0 'eMHOIW cK1a00soo cmpameeii i makmuku HBY ma ypaoy. 3anpononosani 3axo0u wo0o nioguuyeHHs
eghexmusHocmi ROMOUHOL QisIbHOCIE KOMEPYITIHUX OAHKI8 Ma 600CKOHANICHHS IX KPEOUMHOT NOTMUKU.

Kniouosi cnosa: komepyitinuil 6ank, Ginancosi npodiemu, KpeOumHutl pusux, cmpamezis po3gumKy, pecypcu

banky, ynuxyii kpeoumnoi noaimuxu.

Introduction. Today, the need to develop a
credit policy to date remains acute, and there is
still no unambiguous answer. Banks in our country
their
strategy, defining current goals in lending that do not

often fit formally to develop development
formulate the strategic objectives of the bank and do
not conduct relevant market research. However, a
bank that does not think

prospects, which is oriented only on current trends,

about development

cannot develop due to the country's changing

economic  situation.  All provisions of credit
policy should be backed up by practical measures
that represent the mechanisms of realization of
credit policy. All measures designed to realize the

planned credit policy must be considered and

approved by the bank's management, and the
relevant decisions are issued in the form of
internal documents. The basis of credit policy

should be two main principles: the reliability and
profitability of the placement of funds.

Our goal is to find directions for improving
the commercial bank's credit policy in current
conditions, aimed at maintaining the profitability and
risk level of the bank's credit activity at the set target
level, without threatening the financial stability and
competitiveness of the bank.

Methods and Materials. At the
stage, trends in the development of bank lending

present

policy are investigated in the works of many domestic
and foreign scholars and practitioners, in particular O.
Baranovsky, O. Geytsa, V. Hruska, O. Vasyurenko, N.
Voloshina, M. Dmitrenko, S. Kabushkina, M. Kozoriz,
L. Kuznetsova, S. V. Mishchenko,
A. Moroz, Primostki, S.
Reverchuk, and others. However, the changes that

Naumenkova,
Z. Morsman, L.

digitalization provides on the economy and banking
system have led to the need for an in-depth analysis
of the banks' lending policy and trends.

Today there is no unambiguous interpretation of
the term "credit policy of the bank". The range of
assertions varies from the position that credit policy is
a system of principles established by the central bank
and the state in the credit sphere to regulate the credit
process in banks. Alternatively, credit policy should
form the loan portfolio's content and establish
standards for making credit decisions.

Ukrainian scholars and practitioners often
consider credit policy as a strategy and tactics of
the bank field of

According to most experts, this definition only

in the credit operations.
partially determines the essence of credit policy and
allocates its components — the strategy and tactics of
policy
an additional set of
the

economic essence of '"credit policy" manifested

credit operations. Also, the bank's credit
take

components [1].

must into account

Scholars-economists believe

in the management of the movement of credit in
all its forms and varieties. That is why the credit
policy is a policy both in the field of granting a loan
(all of its varieties) and its receipt and in the field of
credit risk assessment in conducting these
operations [2]. The purpose of improving credit
policy is to analyze the impact of the crisis on the
banking sector of Ukraine's economy, in particular
the state and dynamics of lending activities of
banks with foreign capital, and the identification and
resolution of some problems that accompany such
By the

policy, commercial banks carry out

activities [3]. necessary  provisions of
the

credit operations within the

credit
limits of available
credit resources. They are responsible for their
obligations to clients with all their property and
their funds. The bank's
the totality of the bank's

financial resources in the direct disposal and used

credit resources mean

own and borrowed

at its discretion to carry out credit activities.
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One can say that the credit policy of a commercial
bank is a combination of its credit strategy and credit
tactics. The strategy defines the main principles,
priorities, and goals of a particular bank in the credit
market. Simultaneously, tactics are specific financial
instruments used by the bank to realize its objectives
in the implementation of credit agreements, rules for
their the
organizing the credit process. While determining the

implementation, and procedure  for
priority lines of lending, the bank is guided by the
ability of the lending facility to develop steadily and
compete on the market.

Determine and approve credit policy — means to
formulate and consolidate in the necessary internal
documents, the position of the management of the
bank, as a minimum, on the following issues:

e npriorities of the bank in the credit market:
lending objects (industries, types of industries or
other business); categories of borrowers

(authorities, state and non-state enterprises and

organizations, private individuals); the nature of

relations with borrowers (a course on long-term

and partnership relations or one-time loan

agreements, a combination of lending with other

types of banking services, a measure of
openness and trust on both sides); types and
sizes (minimum, maximum) of loans; schemes
of servicing credits; forms of loan repayment.

e the expected level of profitability of loans;
others (not directly related to profit) goals.

The most essential elements and principles of the
organization of credit policy of the bank are:
fundamentals,  scientific ~ validity,  continuity,
complexity, dynamic, system approach, optimality,
objectivity, effectiveness, feasibility, and commitment.

The loan contract defines the rights and obligations
of the bank and the specific borrower, taking into
account 1. the nature of the loan granted, 2. the size
and procedure for paying interest on the use of the
loan, 3. the type of collateral, 4. the procedure and
timing of its repayment, 5. the economic responsibility
of the parties for non-fulfillment of obligations
assumed. The manifestation of the essence of the
commercial policy of a commercial bank lies in its
functions. Conditional, they can be divided into two
groups: general, inherent in various elements of

banking policy, and specific, distinguishing credit

policy from other elements of banking policy [4].

There are the main functions of credit policy in the
economic literature, given below (Table 1). The
development of any bank's credit policy depends on
many factors, among which macro factors and
microprocessors can be identified.

In the specified internal documents, the bank
reflects, in particular [5]:

1. The credit risk assessment system allows
classifying loans by quality categories, including more
detailed procedures for assessing the quality of loans
and formation of reserves than provided by the
Regulation;

2. Procedure for assessing loans, including criteria
for their assessment, the procedure for documentary
registration and confirmation of such assessment;

3. Procedures for the adoption and implementation
of decisions on the formation of reserves;

4. Procedures for the execution of decisions on
write-offs from the balance of unrealistic loans;

5. Description of the methods, rules, and
procedures used in assessing the financial condition of
the borrower, a list of the primary sources of
this the
information needed to assess the financial condition of

of the

information used to issue, range of

the borrower, as well as the powers
bank employees involved in the assessment;

6. Procedure for drawing up and further keeping of
the borrower's dossier;

7. Procedure and periodicity of determination of
collateral value;

8. The procedure and periodicity of the collateral's
liquidity assessment, as well as the procedure for
determining the amount of the provision, take into
account collateral on loan;

9. Procedure for assessing credit risk in the
portfolio of homogeneous loans;

10. The order and periodicity of the formation
(Regulation) of the reserve.

Thus, credit policy creates the basis for the
organization of the credit process and defines:

. priority lines of lending and the specifics of
the bank's activities in the credit market;

. goals, according to which a loan portfolio is
formed (types, term, volume and risk of loans
granted);
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e a description of the standards by which the
quality of loans is determined;

e the level of permissible risk;

e criteria of favorable and unfavorable loans;

e opportunities of the bank and its clients;

e rules for the creation of reserves for the
reimbursement of possible losses under bank
lending operations;

e the procedure for using the reserve for non-
standard loan arrears;

e the main rules for accepting, assessing and
implementing collateral under a loan;

e powers and responsibilities of credit department
employees, etc.

Macro factors influence the formation and
successful development of a bank's credit policy,*
which he cannot directly influence. These factors
include:

e the macroeconomic situation in the country as a
whole and trends in its development;

e potential and economic features of the region in

which the bank operates;
state and level of development of the money market of
the country;
e credit policy of competitors — other commercial
banks;
¢ limitation on the volume of credit operations,
which are established by law.

Unlike macro factors, a commercial bank can
directly affect micro-factors affecting the bank's credit
policy and, with the help of their Regulation,
independently formulate and improve their credit
policies.

Micro factors include, first of all, such factors as:

e qualification of banking personnel;

e providing banking personnel with the necessary
informational and working materials;

o the readiness of the bank staff to work with
different categories of borrowers;

e interest rate policy of the bank in the field of
issued loans;

e potential and existing borrowers of the bank [6].

Table 1.

Credit policy functions

Functions of credit policy

Characteristic

1. Commercial function
particularly credit.

It is in receiving the bank's profit from conducting various operations,

2. Control function

It manifests itself in the fact that credit policy allows controlling the process
of attracting and using credit resources by banks and their clients, taking
into account the priorities defined in a particular bank's credit policy.

3. Stimulating function

It is in the stimulation of the accumulation of temporarily free cash in
banks and their rational use. The incentive for a bank's client to stay for a
certain period from current consumption is to obtain additional income on
funds deposited in a bank for a deposit. The ability to obtain a loan from a
bank is essential to cover the temporary need for additional funds. The
incentive to repay the debt in the maximum short term is the need to pay
interest on the bank for using the loan. For the bank, the stimulating
function of credit policy manifests in the fact that banks tend to attract the
cheapest resources in the market for a relatively long time and place them
with maximum benefit.

4. Specific functions

This is a function of optimizing the credit process. The function of this
function is aimed at achieving the goal of banking policy.
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After analyzing the above micro and macro
factors, the bank's management begins to develop
its credit policy, which is presented in Appendix A.
The bank's credit policy is defined as conservative
if part of the loans in the total amount of the bank's
working assets does not exceed 30%. That is, the
bank provides its profitability through less risky
active operations, but in this case, it loses a
significant segment of the market. Such a
relationship between loans and working assets is
desirable for a newly established bank that does
not yet have sufficient experience in the credit
market. Under moderate credit policy, part of the
loans in the total amount of working assets varies
within 30-50%. Such a policy is inherent in stable
and reliable banks with sufficient experience in the
field of lending. If part of the loans exceeds 50%
of the total amount of working assets, the bank's
credit policy is aggressive. Aggressive credit
policies should only be justified by super-profits
and should not be long-lasting. It should be
remembered that the greater part of loans in the
total amount of working assets and the longer the
period of its existence — the higher the level of
credit risk [7].

Results and Discussion. At present, there are
severe problems in the activities of commercial
banks in Ukraine. This is due to the reasons for
financial distress in the banking system, which
depends on the general state of the state's economy
and the lack of necessary experience and trained
personnel for the banks in the conditions of market
transformations. The main losses to commercial
banks bring credit activity, the attraction of too
expensive resources, and the impossibility of cost-
effective placement. The lack of opportunity to
receive an inflow of inflationary nature now
demands a serious approach to the quality of the
loan portfolio. In the structure of assets of
commercial banks, credit operations amount to
approximately 15%. Overdue loans amount to 17%,
prolonged — 19%, unsecured loans — 8%, bad
repayments — 1% in the total amount of loan
arrears. Indicators of the structure of debt show a
significant increase in overdue and prolonged
loans.

The increase in the statutory funds of
commercial banks to the amount required by the
NBU (1 mln. Euro) is also a severe problem facing
the banking system. However, such an increase in
authorized banks' funds will increase the Ukrainian
banking system's reliability and stability [8].

One of the main directions for improving the bank's
credit policy's efficiency is its
management. It involves balancing and minimizing
the risk of the whole portfolio and controlling the
structure of credit risk inherent in one or another
market, client, lending instrument, credit, and
operating conditions [9].

To develop an effective credit strategy, banks
need to use various scientifically and practically
sound approaches that take into account the primary
and secondary, internal, and external factors. The
result of this strategy is the formation of a long-term
plan, which should reflect the system of new
programs of activity of the bank's credit units and
ensure the achievement of the set goals. A properly
designed strategy will allow the bank to survive in
challenging conditions and thrive [10]. The credit
policy is prone to all major types of risk that
accompany financial activities: liquidity risk,
interest rate risk, and credit risk. Therefore, the
management of credit policy must be carried out
based on methods and methods for minimizing
credit risk [11].

Moreover, according to a study, banks today
have a high risk of lending. Since the beginning of
2017, new requirements for the calculation of credit
risk banks have been fully operational. Since the
beginning of July 2016, banks applied the NBU
Regulation "On Determining the Size of Credit
Risk" [12] in the test mode. At the same time, to
take into account the peculiarities of working with
borrowers after the crisis, the NBU, together with
banks, has worked out several measures and made
the necessary adjustments to the situation.

Today every bank should be cleverly suited to
developing its credit policy, relying on the priority
of minimizing the level of risk over the possible
profitability of a credit transaction. The bank loan
portfolio is documented in advance by the credit
policy, the strategy and tactics of the bank for
raising funds and directing them to lend to the
bank's clients based on lending principles [12].

Currently, specific patterns and trends can be
identified at the banking system level. Thus, a high
proportion of loans in banks' assets leads to an
increase in the banking system's sensitivity to
external shocks, resulting in a high level of loss of
banking activity. Credit activity of banks plays a
role in the process of ensuring the
investment activity of economic entities, the
provision of households, and in general, the growth
and development of the economy.

effective

crucial
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In turn, the credit policy allows us to realize the
short-, medium- and long-term goals of the bank in
the formulation and implementation of tactical and
strategic tasks for attracting funds and directing them
to lend to (customers) in
interdependence with other policies [13]. At the
current stage in Ukraine, most banks have developed a
methodology and methodology for managing credit
policy, but it needs to be substantially refined. This is
not only about strengthening measures to improve the
overall level of business activity, but also integrated
management of credit risks. A vital role in the latter
may be the customer-oriented approach, the
application of new bank marketing tools, open
contract work, and the restoration of customer
confidence by increasing bank deductibility [14].
Nevertheless, it should be emphasized that
commercial banks' credit policy is an integral part of
the NBU's and government's policies and policies. It
requires appropriate rational and scientifically sound
measures in the financial market of the country. In
particular as regards the supervision of banking
institutions, the strengthening of monitoring and
reporting requirements, reassessment of the principles
and methodological foundations for the restructuring
of troubled banks, compliance with international
standards, the effectiveness of the communication
component of activity, as well as transparency of
activity banking regulators [15].

Conclusion. The main directions of further
development of lending in Ukraine should be to use

borrowers close
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