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Abstract. Any modern scientific study of the problems of socio-economic development, and
especially of such complex and dynamic phenomena as the development of the banking services
market, requires the development of scientific approaches, methodology, and modern research
methods for their analysis and forecast. The purpose of this study was to develop theoretical
approaches and methodology for researching this market, to clarify the methodology for analysing
the banking services market, and to calculate its total capacity for Ukraine. The study was mainly
theoretical and methodological, and therefore general scientific methods were employed:
deduction (for the general logic of the study), analysis (for the classification of market segments),
comparative analysis (for clarifying the conceptual apparatus), and induction (for drawing
conclusions). The special research methods included statistical methods (analysis of dynamic
series, structural analysis to calculate the capacity of the Ukrainian banking services market and
its segments). The study clarified the terminology - “banking service”, “banking services market”,
proposed to divide the banking services market into active and passive segments for an in-depth
study of the market conditions and factors influencing them in each of these segments, developed
amethodology for calculating the capacity of the main segments of this market with consideration
of Ukrainian banking statistics. The capacity of the passive and active banking services segments
of Ukraine was calculated, which helped to calculate the total capacity of the market for basic
banking services, as well as to determine Ukraine’s place in the global market and to identify the
most influential factors affecting the situation. This study was the first to calculate the capacity of
the Ukrainian banking services market in terms of value for 2018-2024 and outlined measures for
its development for the future until the end of the war and for the post-war period. The practical
value of this study is that the author’s approach to the methodology for calculating the capacity of
the key market segments can be used for other segments
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INTRODUCTION

The global banking services market is one of the
fastest growing markets. As of the end of 2023,
its capacity, according to the estimates of the in-
ternational research company Market Research
Future (n.d.), reached almost 36 trillion USD,
and by 2032 it could reach 48 trillion USD. For
Ukraine, which is only forming its market, the
urgent problem is to create it based on a devel-
oped banking services market, which will result
in free access of legal entities and individuals to
modern banking services, increase the banking
system’s profits, and create a financial resource
for economic recovery. In terms of methodolo-
gy, it is vital to have a proper approach to deter-
mining the size of this market, its segmentation,
identifying factors influencing the market, and
methods of shaping its environment. The more
adapted the Ukrainian market becomes to the
global market, the wider the range of problems
that need to be solved by scientists.

The situation on the Ukrainian banking
market is quite dynamic and depends on the
factors that are most influential at the time
of analysis. V. Kovalenko & B. Dadashev (2015),
studying the consequences of the financial cri-
sis of 2008-2009, noted the strong impact of
globalisation on the development of the Ukrain-
ian banking market. The researchers proposed
conceptual approaches to the dynamic develop-
ment of this market and reduction of the risks
of new crises, which were to some extent con-
sidered in the strategies of the National Bank
of Ukraine (NBU) for the future. LV. Tsaplyuk &
0.S. Klymenko (2020) analysed the activities of
the Ukrainian banking system in the “covid” pe-
riod of 2019-2020. The researchers showed that
one of the possible ways out of such crises may
be the introduction of innovative banking ser-
vices to increase the competitiveness of banks.
V. Kostyuk et al. (2024) addressed the signifi-
cance of digital progress in the banking sector,
and the increased focus on the digitalisation of
remote banking services. The researchers em-
phasised the need to introduce changes in cus-
tomer service mechanisms. N. Trusova & O. Mel-
nyk (2024) proved that the modern paradigm of
financial market development in the innovative
environment of digital meta-space technologies
markedly simplifies and ensures the reliability
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of the settlement system, improves interbank
settlements and payments through payment
systems. The researchers proposed a model of
the influence of the digital acceleration index
on the change in GDP of Ukraine. The collective
study by 0. Mandych et al. (2023) is one of the few
that contains elements of a methodology for
studying financial relations in the field of dig-
ital adaptation and innovative development of
banking services and creating a basis for mod-
elling forecast scenarios for the development
of the banking sector. L. Shirinyan & A. Shirin-
yan (2017) analysed the activities of banks in
the financial services market of Ukraine. The
researchers proposed a methodology for a
comprehensive assessment of the openness of
banking and insurance markets and developed
a classification of market types according to the
openness criterion. The researchers noted that
the banking market of Ukraine at the beginning
of the 21% century was characterised as open
and dependent on external and internal fac-
tors. L. Alekseenko & N. Dvigun (2011) empha-
sised that the methodology for researching the
market of financial services, including banking
services, should be based on a comprehensive
analysis of concrete financial mechanisms,
methods of operation of regulatory institu-
tions, and changes in the investment climate
trends in the country. Particular attention, in
the researchers’ opinion, must be paid to im-
proving the financial monitoring mechanism,
factoring in the priorities and contradictions of
existing rules and regulations. L.A. Bondaren-
ko & OI Zhuk (2013) noted that research on
financial market issues should be based on an
adequate methodological framework, and that
the very term “financial market” should be cor-
rectly defined, as its interpretation continues to
be controversial. Notably, the definition of the
banking services market and the distinction
between banking operations and services are
still equally controversial among researchers.
There have been fewer recent publications on
the theory and methodology of studying this
market and on the methodology for calculat-
ing its capacity. Therefore, there is no accurate
measurement of the factual capacity of the
Ukrainian banking services market.

D
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The purpose of the present study was to
define the theoretical and methodological
foundations for analysing the banking servic-
es market and calculate its total capacity in
Ukraine. The objectives of the study were to
clarify the essence of the terms “banking ser-
vice” and “banking services market”, to develop
methodological approaches to determining the
capacity of the key segments of this market, to
calculate their dynamics and structure over the
past five years. The originality of the study lies
in the fact that it presents an original meth-
odological approach to calculating the market
capacity, which differs from the methodolog-
ical approaches of other Ukrainian research-
ers, and which helped to more accurately de-
termine the capacity of the Ukrainian banking
services market in terms of value.

MATERIALS AND METHODS

This study was based on the principles of ne-
oclassical and neo-Keynesian theories, which
analyse market conditions from the standpoint
of the ratio of supply and demand on them, the
simultaneous influence of many factors on the
situation, while market regulation was consid-
ered from the standpoint of the state’s influence
on this ratio to form a growth economy. The
study used data from the websites of the Na-
tional Bank of Ukraine (Main indicators ..., n.d.).
To calculate the market capacity, the indicators
of the Ukrainian banks for 2018-2024 were used
(information on deposits of business entities,
individuals, non-bank financial institutions in
the banking system; information on loans to
public authorities, business entities, individu-
als, non-bank financial institutions, and invest-
ment services). The Law of Ukraine No. 2121-III
of 2000 on Banks and Banking was used. Other
materials used in the study included the Direc-
tive 2002/65/EC of the European Parliament and
of the Council of the European Union (2002),
materials of the international research compa-
ny Market Research Future (n.d.).

The study employed dialectical, compre-
hensive, and systematic approaches to analyse
the banking services market. General scientific
methods were applied, namely, deduction - in
the general structure of the study, analysis - in
the classification of market segments, in the
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comparison of theoretical definitions, induc-
tion - in the formulation of conclusions. Special
research methods, mainly statistical, were em-
ployed to calculate the factual market capacity
in terms of value, to characterise the dynamics
and structure of the deposit and credit segments
of the Ukrainian banking market.

The banking services market was analysed
from the standpoint of the dialectical, compre-
hensive, and systemic approaches. The dialecti-
cal approach implied consideration of this mar-
ketasonethathasbeendevelopinginthecountry
in stages since Ukraine gained independence,
gradually acquiring features typical of the mar-
kets of developed countries, and integrating into
the global market space. The systemic approach
helped to consider this market as an element of
a higher order system (global, European) and
determine its place in it, and at the same time,
as one that itself consists of many market seg-
ments (according to classification criteria).

The comprehensive approach implied that
this market was viewed by different research-
ers from different perspectives as a complex
socio-economic phenomenon. It was essential
to identify the least studied aspect. The theo-
retical and methodological approach to ana-
lysing the banking services market was defined
as such an aspect. The analysis of the market
began with the definition of the essence of a
banking service, since the methodology for cal-
culating the total capacity of the banking ser-
vices market and its segments in Ukraine de-
pended on how it was defined.

RESULTS
Modern concepts underpinning research meth-
odologies are increasingly moving away from
covering the entire spectrum of macroeconom-
ic issues and are gradually focusing on certain
key segments of the economy. One of such sig-
nificant segments of the global and regional
economies is the financial market and its cru-
cial element - the banking services market. It
is worth concurring with VS. Lukyanov (2013),
who argued that “any theory (especially eco-
nomic theory) needs a meaningful application.
It is intended and should solve specific prob-
lems”. The deep financial and economic crisis of
2007-2009 and the COVID-19 crisis forced
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economists to abandon the neoliberal paradigm
of market self-regulation and replace it with
the paradigm of the expediency of using rele-
vant mechanisms of state regulation in case of
a systematic violation of market equilibrium to
prevent crises promptly. S.V. Kulpinsky (2010),
whose study covered the regulation of finan-
cial markets after the financial crisis, noted that
the financial market of Ukraine at that time was
quite liberalised following the standards of de-
veloping countries and provided a series of ar-
guments against financial liberalisation. The
researcher considered regulation of the bank-
ing sector’s capital ratios, loan portfolio growth
rates, total liquidity, and interest rates to be valu-
able tools for smoothing the economic cycle.

The full-scale Russian-Ukrainian war has
exacerbated the problem of the need for state
regulation of financial markets and led to the
update of the Macroprudential Policy Strategy
of the National Bank of Ukraine (Macropruden-
tial policy strategy..., n.d.). The financial markets
sector is playing an increasingly significant role
in both the global and Ukrainian economic sys-
tem. It consists of different segments - banking
and non-banking. All these segments are essen-
tial and have their specific features in terms of
infrastructure, organisation of activities, and
regulatory mechanisms. Therewith, the bank-
ing segment is crucial in Ukraine in terms of size
and impact on social and economic develop-
ment. Therefore, the present study focused on
the banking services market.

The term “financial services”, including
“banking services”, has been used in the United
States and the European Union since the 1980s,
where it meant “any service of a banking,
credit, insurance, individual pension, invest-
ment, or payment nature” (Directive 2002/65/
EC, 2002). However, although this interpreta-
tion has been incorporated into EU legislation,
discussions among scholars and legislators in
different countries are still going regarding the
accuracy of this definition, and therefore there
is no unambiguous definition of the essence
of these concepts. There is no such definition
in Ukraine either.

The Law of Ukraine No. 2121-III (2000) as
amended on 10 January 2025 does not contain
a definition of banking services, but provides
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a list of them. The banking services include at-
tracting deposits of funds and banking metals
from legal entities and individuals; opening and
maintaining current accounts of clients; lend-
ing funds and banking metals to individuals
and legal entities, including to current accounts.
Additionally, this Law states that a bank may
also provide financial services such as financial
leasing, factoring, providing guarantees, trading
in currency values, storage of valuables, cash
transactions, cash collection and transportation
of currency values, and professional activities in
the capital markets.

Ukrainian researchers who defined the es-
sence of banking services can be divided into two
groups: those who defined it as a banking trans-
action and those who considered it as a result of
a conducted transaction. The definition of a ser-
vice as “theresult of abanking transaction aimed
at satisfying the needs of consumers-clients of a
banking institution”, given by V.I. Mishchenko et
al. (2007), seems to be the most successful, since
it, at least, does not identify a transaction with a
service, but is its result. This definition is in line
with the definition of 0. Dzyublyuk (2005), who
also considered a service to be the final result, a
finished banking product, while operations are
a production process, and one cannot but agree
with the researcher.

For almost a decade, Ukrainian scholars
have been lively discussing the commonality or
difference between the terms “banking product”,
“banking transaction’, and “banking service”.
A.A. Meshcheryakov (2007) comprehensive-
ly examined the organisation of a commercial
bank’s activities and at the same time focused
on the essence of a banking product (service).
A. Kiselyov (2018) substantiated approaches
to the distinction between the terms “banking
service”, “banking product”, and “banking trans-
action”. VI. Mishchenko et al. (2007) analysed
almost the entire range of banking operations
in Ukraine. L.A. Bondarenko & 0.I. Zhuk (2013)
studied the essence of the market of banking
products and services and substantiated ap-
proaches to segmentation of this market. Most
scholars agree that these terms are not identi-
cal. Therefore, the question naturally arose as
to which of them should be legitimately used in
analysing the banking services market.
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The hierarchy between these concepts was
quite successfully outlined by A.A. Meshch-
eryakov (2007). The researcher defined a bank-
ing product as a way of providing services to
customers through banking service technology
(a set of organisational, informational, financial,
and legal measures). At the same time, a bank-
ing transaction was viewed as a system of bank
actions coordinated by purpose, place, and time.
A banking service was presented as a form of
satisfying a certain consumer need (for a loan,
cash and settlement services, guarantees, pur-
chase and sale and storage of securities, foreign
currency, etc. However, this definition of a bank-
ing service does not appear to be exhaustive,
since the form does not replace its essence.

In the present study, the term “banking ser-
vice” is derived proceeding from the fact that it
is a component of financial services (a broader
concept), and therefore, its definition can be a
derivative from the more general term “finan-
cial service”, but with clarification of its specif-
ics. The author of this study previously defined
a financial service as the result of a financial in-
stitution’s activities with financial assets, which
are carried out in the interests of third parties at
the expense of these parties or at the expense
of financial assets attracted from other parties
to obtain a certain financial result by the insti-
tution, on the other hand, a financial service is a
good acquired to meet the needs of a particular
consumer. Therefore, according to this logic, the
economic essence of a banking service is that
it is the result of transactions conducted by a
banking institution to buy and sell financial as-
sets to create a certain form of good to meet the
needs of a particular consumer and at the same
time to generate financial results for the bank.

Depending on the way they are rendered,
banking services can be active or passive in
form. Depending on who is the consumer of the
services, banking services can be divided into
services for legal entities and for individuals,
and depending on the specifics of the banking
institution's activities, services can be classi-
fied as conventional (credit, deposit, cash and
settlement) and non-conventional (trust, guar-
antee, and intermediary). Market segments can
be formed based on these services. The next
step was to define the term “banking services

G

market”. There is no unambiguous definition
here either, as the market is viewed by differ-
ent scholars from different perspectives. In the
present study, the banking services market was
considered as a system of economic relations
between banks and their customers to provide
the latter with a range of banking services on
a paid basis to meet their needs and generate
bank profits. The most significant thing in this
definition is that these relations are commer-
cial in nature and their result should be calcu-
lated in monetary terms.

The author of this study finds it quite rele-
vant to clarify the definitions, considering that
most scientific publications on the banking
services market, instead of indicators of mar-
ket conditions (supply, demand, market capac-
ity, price of services), consider the activities of
banks and the banking system, operating on the
analysis of banks’ assets and liabilities, bank-
ing operations. This was observed in the publi-
cation of I.V. Tsaplyuk § 0.S. Klymenko (2020),
who, albeit considering the banking services
market as a sphere of economic relations, the
function of which is to balance supply and de-
mand, did not analyse their trends and corre-
lations. The study on the analysis of the cur-
rent state of the banking services market in
Ukraine (Martsenyuk-Rozaryonova § Shmigel-
ska, 2018) also did not contain calculations of
the Ukrainian market capacity. O.0. Dremlyu-
ga (2023) analysed the dynamics of Ukrainian
banks, revenues and expenses from rendering
banking services in 2017-2020 on the example
of Privatbank, and even though this bank occu-
pies a prominent place in the banking market, it
cannot represent the entire range of services of
the country’s banking market. The above-men-
tioned types of analysis are essential for assess-
ing the performance of the banking system of
Ukraine, but methodologically they are not di-
rectly related to the analysis and forecast of the
banking services market conditions stated in
the titles of their publications.

In the context of clarifying the methodology,
passive bank transactions are broader in scope
than banking services: they include not only
transactions related to the provision of banking
services, but also liabilities of banks that must
be paid at a certain time in the future, as well as
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capital formation transactions. Proceeding from
the author’s definition of “banking services”
above, all non-commercial transactions should
be deducted from the amount of liabilities of
the banking system to obtain the value of pas-
sive services. Analogous methodological cave-
ats apply to active operations: these include not
only lending and securities trading services, but
also provisioning operations, which are clear-
ly not related to fee-based services, as they are
intra-bank transactions. The conventional anal-
ysis of the banking system’s assets and liabili-
ties does not provide a correct understanding
of what changes can be expected in the market
environment (especially in price) in the future
when the supply and demand ratio changes;
what regulatory methods should be introduced
in the banking market segments, as the situa-
tions in these segments may differ.

Thus, having defined the conceptual appara-
tus of the banking services market and clarified
the methodology for calculating the capacity of
these services, it is essential to determine what
the methodological framework for researching
the banking services market should be from the
standpoint of dialectical, comprehensive, and
systemic approaches so that the analysis indica-
tors are comparable. First of all, it is necessary
to determine the place of a particular country’s
market in the global or European system or in
comparison with the markets of neighbouring
countries to determine the scale, the degree of
integration of this market into higher-order
systems, and the degree of influence of external
factors onthe regional market. It is vital to estab-
lish the vector of dynamic changes in the subjec-
tivity of market participants (sellers and buyers
of services). The market under study should be
segmented, which will help to understand that
it is not homogeneous, and therefore, its seg-
ments may develop in distinct vectors, at differ-
ent speeds, creating an imbalance in a certain
period. It is advisable to analyse the structure
and dynamics of supply and demand by seg-
ments of the banking services market (usually,
central banks publish balance sheets); analyse
the ratio of supply and demand in the segments.
It is significant to analyse the dynamics of the
price environment in certain market segments
and identify the factors that influenced it. With
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the analysis by segments, it is possible to sum-
marise the capacity of the aggregate banking
services market to compare it with other sub-
markets that perform analogous functions in
the internal market or with an analogous market
of a higher hierarchy.

When forecasting the banking services
market, it is advisable to use additional infor-
mation materials, such as quarterly surveys
(Survey on bank.., 2024; Consumer sentiment
index..., 2024; Press release..., 2024), which are
conducted by the Info Sapiens Research Agency
on behalf of central banks, including the NBU.
This allows obtaining more accurate indicators
of the capacity of the credit services market for
the future. The banks' resource base (liabilities)
is created using the banks’ own capital and at-
tracted and borrowed funds. Itis formed primar-
ily by deposits from bank customers (business
entities, individuals, and non-bank financial in-
stitutions) and time deposits from other banks
and loans received from other banks (Fig. 1).
Thus, deposit services are the market demand of
the banking system for the money resources of
its customers. The market supply in this market
segment should be considered the total supply
of deposits from different groups of deposi-
tors (individuals and legal entities) for different
terms and conditions.

Strictly adhering to marketing approach-
es, supply and demand should be considered
not so much the amount of funds from factual
transactions (reflected in the balance sheet of
the banking system for a certain period) as po-
tential opportunities to buy and sell financial as-
sets in the market under certain conditions. This
approach should be used when forecasting for
the future, especially the price environment of
the banking services market, because the vector
of price changes for banking products in a par-
ticular segment will depend on how the supply
and demand ratio develops. When assessing dy-
namic and structural changes over the past pe-
riods, it is permissible to consider the values of
deposit banking services recorded in the NBU's
balance sheets for the relevant years as the ac-
tual volumes of this submarket's capacity in the
conditions of the achieved balance of interests
of customers and banks. The present study used

precisely such an approach.
97 ’



Methodology for researching the banking services market in Ukraine

Fixed-term
deposits and loans
of other banks

Funds of business
entities

Bank deposit
accounts services

Funds
of non-bank
financial institutions

Funds
of individuals

Figure 1. Composition of deposit banking services

Source: developed by the author of this study

The active services market segment is
formed mainly by lending services, securities
trading services of banking institutions, and
long-term investments. The factual volumes of
active services provided by banks were taken in
the study as the market capacity in equilibrium
at the end of the annual period. The provision of
credit services by banks forms the factual bank-
ing supply, which will always be less than the
lending capacity, based on the availability of the
resource base and the possibility of its reduc-
tion due to a decline in the creditworthiness of
customers. The demand for credit services from
customers is determined by their needs and
their willingness to take out loans on certain
conditions. As a rule, demand is higher than the
supply of banking services. The worst situation
from the standpoint of market development is
one where service consumers have no interest

in increasing their demand for credit services
and banks are unwilling to increase their supply
due to increased risks.

The segmentation of the active banking
services market by customers is significant for
analysing it, as presented in Figure 2. The rate of
growth of demand and supply, and the chang-
es in their ratio in the deposit and lending seg-
ments of the banking services market, will de-
termine the pricing situation in these segments.
Additionally, the price environment will strongly
depend on the type of competition prevailing in
thebanking services market (Shirinyan & Shirin-
yan, 2017). Therefore, an increase in the degree
of monopolisation in the internal banking mar-
ket is not desirable, as it leads to overpricing of
services. The worst type of competition is con-
sidered to be when large banks compete with
small ones in the same market segments.

Active banking market services

/ J !

Credit services
to public
authorities

Credit services for
business entities

Credit services
for individuals

\ pN

Services for
purchasing securities
and investing in
long-term investments

Credit Services
for non-banking
financial institutions

Figure 2. Segments of the active banking services market by consumer

Source: developed by the author of this study
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Having considered the methodological
foundations for studying the banking services
market, it is necessary to describe its devel-
opment in Ukraine. According to the dialecti-
cal approach, the Ukrainian banking market
is viewed as having less than thirty years of
history, having experienced several crises and
military upheavals during this brief period.
Therewith, financial analysts assess it as a dy-
namically developing market in terms of both
quantitative and qualitative indicators. Accord-
ing to the systemic approach, the Ukrainian
market is considered to be a part of the global
and European markets, as from the very be-
ginning of the formation of the financial ser-
vices market, including banking, in sovereign
Ukraine, a course was taken to bring national
regulations closer to EU rules and international
standards; to improve the level of service pro-
vision and to protect consumer rights. To inte-
grate the Ukrainian financial market into the
European and global financial space as quickly
as possible, the National Bank of Ukraine co-
operates with the supervisory authorities of
the EU member states, the European Banking
Authority (EBA), the European Central Bank
(ECB), the International Monetary Fund (IMF),
the World Bank Group, and cooperated with
the United States Agency for International De-
velopment (USAID) (Macroprudential policy
strategy..., n.d.). Integration into the global fi-
nancial space, on the one hand, has made the
Ukrainian market quite dependent on global
processes, and on the other hand, it helped to
overcome the financial crisis of 2008-2009,
the COVID-19 crisis, and is helping to overcome
military challenges in the country (2014, 2022-
2025). Ukraine’s banking system is adapted to
the new environment and has the appropriate
infrastructure and tools to not only survive, but
also stay capable of further development.

To clarify the place of the Ukrainian bank-
ing market in the global system, it is suffi-
cient to compare its size with the capacity of
the global banking market. The international
research company Market Research Future
has determined the total capacity of the glob-
al banking market at 36,550 billion USD, and
forecast for 2032 - 48,030 billion USD, with an
average annual growth rate of 4.55% in these
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years (Market research future, n.d.). According
to the calculations of the author of the pres-
ent study, the share of the Ukrainian market in
2023 did not exceed 0.35% of the global market
capacity (129.1 billion USD), meaning that the
Ukrainian banking market is still so narrow
thatitis hardly recognisable on the global mar-
ket. The dominant markets in the world today
are North America, Europe, and the Asia-Pacif-
ic region. The European banking market is ex-
pected to grow at a slightly slower pace (2.94%
per annum) from 2025 to 2029 compared to
the global market (Banking-Europe. Statis-
ta, 2024). The European market is expected to
reach 1,370 billion USD in 2029. The share of
the Ukrainian banking services market will
also grow at a higher rate, as the capitalisation
of the banking sector is increasing even in a
full-scale war, and the reference point in the
Ukrainian market is rather low, the demand
for banking services in the post-war period is
likely to grow due to the partial return of the
population from emigration and the expansion
of banks’ capabilities (Kostyuk et al., 2024). The
decrease in the number of banking institutions
in the Ukrainian market (by 2-3 units annually)
has not worsened the situation with the ren-
dering of services to customers, as the most
stable viable banks have stayed in the market,
in which customers have confidence, while
the provision of services online does not tie
consumers to a particular location or institu-
tion and expands the range of digital services
(Mandych et al., 2023; Trusova § Melnyk, 2024).
The capacity of the Ukrainian banking services
market is determined by how much resources
are generated by the banking system through
the system of passive banking services, mainly
through deposit services. The latter should be
included in the analysis: Fixed term deposits
of other banks and loans received from them,
funds of business entities, funds of individuals
(including savings certificates), and funds of
non-bank financial institutions.

According to Table 1, all segments, except
for fixed-term deposits of other banks, have
a long-term trend of submarkets expansion.
Thus, the submarket for services to business
entities grew from 406 billion UAH in 2018 to
1,497 billion UAH in 2024, a 3.7-fold increase.

»)
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The retail deposit submarket increased from held in the Ukrainian banking system increased

508 billion UAH to 1,216 billion UAH (2.4 times).  from 24 billion UAH in 2018 to66 billion UAH in
Deposits of non-bank financial institutions

2024 (2.8 times).

Table 1. Dynamics of deposit services in the Ukrainian banking market, UAH million

Segments
of the deposit
services market

2018 2019 2020

2021

2023 | 2024
to to
2018, | 2018,
% %

2022 2023 2024

Fixed-term deposits
(deposits from
other banks)
and loans received
from other banks

42,178 23,912 24,235

24,948

6,457 6,763 4,271 16 10

Funds

of business entities 406,367

498,157 | 646,491

758,434

889,526 | 1,260,156 | 1,497,363 | 310 368

Funds of individuals
(with savings
certificates)

508,457 | 522,115 | 681,892

726,898

933,240 |1,083,758 | 1,216,452 | 331 239

Funds of non-bank

financial institutions 23,794

26,885 34,704

41,410

53,188 61,741 66,428 259 279

Total capacity
of the deposit
segment
of the market

980,796 | 1,071,069 | 1,387,322

1,551,690

1,882,411 | 2,412,418 | 2,784,514 | 246 284

Chain index
of deposit segment
capacity

1.00 1.09 1.30

1.12 1.21 1.28 1.15

Source: calculated by the author of this study based on Main Indicators... (n.d.)

Overall, from 2018 to 2024, the factual to-
tal capacity of the deposit banking market in-
creased from UAH 980 billion to 980 billion UAH
to 2,784 billion UAH, ie., 2.8 times. However, as
shown by chain indices, this growth was not
uniform over the years: it depended on both
global influences (COVID-19) and the factor of
a full-scale war in Ukraine. The structure of de-
posit services that form this market is gradual-
ly changing, as presented in Figure 3. While in
2018, the retail deposit segment was dominant

Structure of deposit services
of Ukrainian banks in 2018

49

m fixed-term deposits

m funds of individuals
funds of non-bank
financial institutions

m funds of business entities

and accounted for 52% of the market, it now ac-
counts for 44% of the market, and the submarket
for services to business entities has increased
from 42% to 54%. The market’s deposit services
to non-bank financial institutions stayed at the
same level (2.4-2.3%). Fixed-term deposits from
other banks stayed insignificant and continued to
be within 1% (Main indicators..., n.d.). This is a wel-
come sign, as it means that banks balance their
liabilities with assets well and do not need to con-
stantly borrow heavily on the interbank market.

Structure of deposit services in 2024
of Ukrainian banks in 2024

m fixed-term deposits

m funds of business entities
funds of individuals
funds of non-banking
institutions

Figure 3. Dynamic changes in the structure of deposit banking services
Source: developed by the author of this study based on Main indicators... (n.d.)
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The second segment of the market for con-
ventional banking services is the segment of
active services formed as a result of active bank-
ing operations, i.e., operations on placement of
resources. The capacity of this market is formed
based on lending services provided to bank cus-
tomers (public authorities, business entities, in-
dividuals, and non-bank financial institutions),
as well as securities trading services and long-
term investments. Importantly, provisions for
active operations of banks that are included in
the assets of the banking system should not be
attributed to credit services.

Table 2 presents the dynamics of active
services in the Ukrainian banking market over
the period from 2018 to 2024. Based on the re-
source base of transactions conducted in the
country’s banking system in 2023, the market
for credit banking services and securities trad-
ing and long-term investment services total-
ling 2,831 billion UAH was formed, which was

1.6 times higher than in the baseline period. In
2024, the market capacity reached 2,831 bil-
lion UAH. Therewith, the lending segment of
the market has in recent years fallen far behind
the securities trading segment, which is con-
sidered less risky. While in 2018, lending ser-
vices accounted for 70.0% of active services and
securities trading services for 30.0%, during
the martial law period in 2023, banking lending
services accounted for only 41.1%, while secu-
rities trading services increased to 58.9% (Main
indicators..., n.d.).

The dynamics of credit banking servic-
es for all groups of clients in Ukraine during
2018-2024 did not show an upward trend; con-
versely, in 2023, a decline of 8% was still record-
ed, and only in 2024 was an excess of 2% over the
base year achieved (Table 2). The analysis shows
that the development of this market was highly
dependent on the influence of external and in-
ternal factors (pandemic, war, falling demand).

Table 2. Dynamics of active services of the Ukrainian banking market, UAH million

2023 | 2024
Segments of the to to
active services 2018 2019 2020 2021 2022 2023 2024
2018, | 2018,
market o
% %
Credit services
renderedtoall |, 1.0 061 11033430 | 960,597 | 1,065,347 | 1,036,213 | 1,024,678 | 1,138,036 | 92 | 102
customers
including:
= to public 2,865 4,724 | 11,641 | 26973 | 24,809 | 18,349 | 13,077 | 640 | 456
authorities
-tcé:;;:;ess 919,071 | 821,936 | 749,335 | 795,513 | 801,413 | 783,690 | 850,581 | 85 | 93
wtoindividuals | 196,859 | 206,737 | 199,561 | 242,633 | 209,943 | 222,590 | 274,276 | 134 | 139
= to non-bank
| tonon-bant 66 33 60 228 48 49 102 74 | 154
financial institutions
Securities purchase
and long-term | 480,615 | 539,466 | 791,373 | 829,887 | 1,022,658 | 1,466,474 | 1,692,972 | 305 | 352
investment services
Total capacity of
the active services | 1,599,476 | 1,572,896 | 1,751,970 | 1,895,234 | 2,058,871 | 2,491,152 | 2,831,008 | 156 | 177
market

Source: calculated by the author of this study based on Main indicators... (n.d.)

Substantial changes also occurred in the
structure of lending services to major borrow-
ers - businesses and individuals: while in 2018,
unconditional preference was given to business

Economics and Business Management (16)1

entities (2,831 billion UAH - 82%) rather than
individuals (196.9 billion UAH - 18%), in 2023,
the amount of loans granted to business enti-
ties decreased to 7837 billion UAH, and their
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share in credit services decreased to 71%, while
consumer lending, respectively, increased to
352 billion UAH and reached 29%. This indicat-
ed that banks were unwilling to risk their assets;
and businesses that reduced production in the
frontline zone, relocated their businesses, and
experienced infrastructure damage during the
war reduced their demand for credit services.
At the same time, certain groups of the popula-
tion that found themselves in challenging living
conditions slightly increased their demand for
consumer loans. However, the overall decline in
incomes of the Ukrainian population during the
war, the emigration of a large part of the popula-
tion, and high interest rates on consumer loans
(23-25%) prevented the demand for this type of
loan from growing more actively. The loss of in-
come by a significant number of households af-
fected their perception ofliving standards. A sur-
vey conducted by Info Sapiens showed that 58%
of respondents consider their level of well-being
to be lower than average, which is reflected in
consumer sentiment (Press release...,, 2024). Af-
ter the start of massive rocket attacks on the ter-
ritories, consumer sentiment deteriorated, and,
accordingly, demand for durable goods declined.
According to the NBU, the consumer confidence
index in December 2024 was only 71.1; the index

of the current state of respondents was 51.5,
and the index of economic expectations for the
coming years was 84.2 (Consumer sentiment
index..., 2024). These indices are quite low. As a
result, consumer demand stays low, which leads
to a decrease in demand for unsecured con-
sumer loans and mortgages.

Considering the current situation in the
credit market, with significant amounts of mac-
ro-financial aid to Ukraine from other coun-
tries and international financial organisations
(which was distributed mainly through banking
institutions in the form of concessional lending
services), the country did not experience price
shocks in the credit market. From 19.2% in 2018,
the weighted average interest rate on all instru-
ments gradually declined to 77% in pre-war 2021,
rose to 19.8% in 2022 due to the war, and to 26.1%
in 2023, but fell back to 16.9% in 2024. In 2025,
bank lending rates are likely to increase slightly
as the NBU raises its key policy rate to 15.5% to
reduce inflation in the country. (NBU monetary
policy indicators, n.d.). Throughout this period,
the NBU managed to flexibly regulate the cost of
money in the market for businesses and house-
holds using the key policy rate. Table 3 presents
the total capacity of the banking services market
by major segments for 2018-2024.

Table 3. Dynamics of the total capacity
of the market of basic banking services in Ukraine, UAH million

Markets 2018 2019 2020 2021 2022 2023 2024
Passive services | 980,796 | 1,071,069 | 1,387,322 | 1,551,690 | 1,882,411 | 2,412,418 | 2,784,514
Active services | 1,599,476 | 1,572,896 | 1,751,970 | 1,895,234 | 2,058,871 | 2,491,152 | 2,831,008

Tosz’:jxa 2,580,272 | 2,643,965 | 3,139,292 | 3,446,924 | 3,941,282 | 4,903,570 | 5,615,522

Source: developed by the author of this study based on Tables 1and 2

Table 3 shows that between 2018 and
2024, the passive banking services segment in
Ukraine increased by 2.8 times, while the ac-
tive services segment grew by only 1.8 times.
The total capacity of the core banking services
market grew from 2.6 trillion UAH on to 5.6 tril-
lion UAH (133.6 billion USD at the exchange rate
of 42.039 UAH/USD), i.e., by 2.2 times. These fig-
ures are evidence of the active development of
the market, despite the unfavourable conditions
in the country. Considering the extreme condi-
tions in which the banking services market is
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forced to operate at this stage, it is impossible to
do without regulating its market conditions.

The need to maintain a balance between
passive and active services, a sufficient level of
liquidity and profitability of the banking system
and the country’s economy as a whole in the
context of a protracted war prompted the NBU
to update the Macroprudential policy strategy of
the National Bank of Ukraine (n.d.), a market reg-
ulation tool, at the end of 2024. Its purpose was to
achieve financial stability in Ukraine in the face
of military challenges. The key areas highlighted
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in this Strategy were the need to ensure business
continuity in a full-scale war;, preventing oper-
ational risks from turning into systemic risks;
concentrating state support on certain segments
and categories of borrowers so that preferential
lending does not violate general market princi-
ples; and reducing the influence of environmen-
tal, social, and governance risks on the func-
tioning of financial institutions. Therewith, the
mechanisms for regulating the banking services
market introduced by the NBU should be com-
prehensive, protecting borrowers during mar-
tial law, but also maintaining the stability of the
banking system so that the deposit source does
not dry up and bank lending and investment in
the post-war economy is not threatened.

DISCUSSION

The development of the banking services mar-
ket has been in the focus of many Ukrainian
scholars since the formation of this market in
Ukraine. Since market transformations began
only in the 1990s and continue to this day, the
range of these studies has been quite wide -
from changing the role and functions of the bank
in market conditions; the essence of banking
operations, services, and the banking services
market; methods of measuring market capacity;,
market management mechanisms; to the use of
digital technologies in customer service. Most of
these issues have not lost their relevance to this
day, as the scientific discussions on them were
not completed at the time.

VI. Mishchenko et al. (2007) and A. Nechy-
porenko (2023) developed the theoretical aspects
of the problem of bank activity, considering the
diversity and essence of banking operations that
have developed in the banking system of Ukraine
since its formation, and substantiating a fair-
ly correct definition of a financial service as the
result of a transaction. O. Dzyublyuk (2005), in
his study devoted to rethinking the essence and
functions of a commercial bank in market con-
ditions and the specifics of a banking product
and service, offered a comparable definition of a
banking service, which is different from a bank-
ing transaction. A.A. Meshcheryakov (2007), con-
sidering the organisation of a commercial bank’s
activities, described the hierarchy between a
banking product, a banking operation, and a

Economics and Business Management (16)1

banking service. In the present study, its author,
while clarifying the concept of banking service,
relied on the definitions of these researchers,
which helped to establish the difference between
operations and services and further develop the
author’s methodology for calculating the market
capacity of basic banking services.

Applied aspects of the development of the
banking services market in Ukraine in different
periods were covered by O.V. Martsenyuk-Ro-
zaryonova § VV. Shmigelska (2018), who ana-
lysed the current state of the banking services
market in Ukraine and the directions of its de-
velopment. L.A. Bondarenko & O.I. Zhuk (2013)
discussed the concepts of products and servic-
es and offers options for market segmentation
by various criteria. The author of the present
study also performed an in-depth analysis of
the banking services market by segments and
then summarised the total market capacity. Sci-
entific publications of the last four to five years
have analysed the situation in the Ukrainian
banking services market over different periods
of development of the Ukrainian banking sys-
tem. LV. Tsaplyuk & O.S. Klymenko (2020) ad-
dressed the situation in the Ukrainian market in
2019-2020, noting that the globalisation of the
world economy leads to dynamic structural
and qualitative changes in the banking services
market, and one of these notable changes was
the expansion of remote banking services.

Transformational trends in the banking sys-
tem of Ukraine and the transition to digital tech-
nologies were widely covered by V. Kostyuk et
al. (2024). 0. Mandych et al. (2023) presented el-
ements of the methodology for studying finan-
cial relations in the field of digital adaptation
and innovative development of banking servic-
es. N. Trusova & O. Melnyk (2024) emphasised
that the modern paradigm of financial market
development in the innovative environment of
digital technologies markedly simplifies and in-
creases the reliability of the settlement system
and payments through payment systems, and
contributes to GDP growth.

M.V. Tymchak & S.Yu. Korol (2023), consid-
ering the prospects for further development of
the Ukrainian market, noted the growing role
of banking institutions in the national lending
system and the increasing innovation in the
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banking system. The author of the present study
agrees with their conclusions that digitalisation
of banking services is one of the promising ar-
eas for expanding supply and demand in the
banking services market, as it reduces the cost
of service supply for banks and increases de-
mand for consumers. L. Shirinyan & A. Shirin-
yan (2017) examined the activities of banks in
the financial services market of Ukraine, pro-
posing a methodology for a comprehensive as-
sessment of the openness of banking services
markets and presented a classification of mar-
ket types by the criterion of openness. This is
significant for understanding how the price en-
vironment in the market is formed.

N. Kravchuk § O. Lutsyshyn (2022), analys-
ing the reality of the functioning of the financial
market of Ukraine during the war, concluded
that the war strongly affected the functioning
of all components of the financial market, and
the activities of these institutions were an indi-
cator of the mood in the country, yet despite all
the negatives, the war intensified the diversi-
fication of tools and methods of work of finan-
cial institutions, developed new habits among
all market participants. To stay competitive in
the global and Ukrainian markets and expand
the banking services market, banks should not
lose their innovativeness in the coming years.
L.A. Bondarenko & O.I. Zhuk (2013) emphasised
that research on financial market issues must
be based on an adequate methodological frame-
work, and that the very term “financial market”
must be correctly defined, asits interpretationis
still controversial. It is difficult to disagree with
them, as inaccurate definitions of categories
lead to inaccurate calculation methods.

Despite the significance of the studies con-
ducted by the predecessor scholars, consider-
ing their titles, which refer to current trends in
the banking services market, factual calcula-
tions of market capacity, supply and demand
for banking services are absent or replaced by
an analysis of the banking system’s liabilities,
assets, and sustainability.

CONCLUSIONS
The present study showed that the purpose and
objectives it set out were achieved. This study
confirmed that the terms “banking operation”
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and “banking service” are not identical. A bank-
ing transaction should be viewed as a system of
actions coordinated in terms of place, purpose,
and time, aimed at servicing a bank’s customer.
It was clarified that the economic essence of a
banking service is that it is the result of transac-
tions conducted by a banking institution for the
purchase and sale of financial assets to create
a certain form of benefit to meet the needs of a
particular consumer and, at the same time, for
the bank to obtain a financial result from this.

The study also clarified the economic es-
sence of the banking services market as a
system of economic relations between banks
and their clients regarding the provision of a
full range of banking services to the latter on
a paid basis to meet their needs and generate
bank profits on this basis. Clarification of defi-
nitions is essential to correctly determine the
size of this market and its segments, as well as
the place of the Ukrainian market in the glob-
al market system of banking services. Based
on the revised definition of a banking service,
to calculate the size of the passive services
segment, the banking system’s liabilities must
be deducted from non-commercial (internal)
transactions. Analogous approach must be
used to determine the size of the active services
market segment: the assets of the banking sys-
tem must be reduced by the amount of provi-
sions for active operations, as these are purely
intra-bank transactions.

The study proposed a methodology for ana-
lysing the banking services market and analysed
the development of the Ukrainian market in
2018-2024. Ukraine’s banking services market
hasbeen formed overthe past three decades, has
survived several financial crises, has been oper-
ating in a full-scale war for over three years, and
is dynamically developing and is well integrated
into the global and European markets (although
the share of the Ukrainian market in the global
market is estimated to be only 0.35%). Ukraine’s
banking system is adapted to the new environ-
ment and has the adequate infrastructure and
tools to stay capable of further development.
The findings of this study showed that between
2018 and 2024, the passive banking segment in
Ukraine increased by 2.8 times, while the active
banking segment grew by only 1.8 times. The
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total capacity of the core banking services mar-
ket grew from 2.6 trillion UAH to 5.6 trillion UAH
(133.6 billion USD), during this period.

Considering the extreme conditions in
which the banking services market is forced to
operate at this stage, there is a need for the NBU
to regulate its conditions. Regulatory mecha-
nisms must be predominantly market-based
and comprehensive, protecting borrowers dur-
ing martiallaw, but at the same time maintaining
the stability of the banking system, preventing a
reduction in the resource base and narrowing of
the bank lending and investment segment of the
post-war economy of Ukraine.

requires further investigation. The theoretical,
methodological, and practical aspects of de-
termining the capacity of the ancillary services
market are promising. There are few such stud-
ies in Ukraine, which complicates the assess-
ment of the total market size and prospects for
its further development.
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MeToponoria pocnig)XeHHa PpUHKY
6aHKiBCbKUX Nnocnyr B YKpaiHi

AHoTauiga. Byab-sKe cyyacHe HayKOBe AOCTiIKeHHS ITPo6JIeM COLliaIbHO-eKOHOMIUHOTO PO3BUTKY,
a0CO6JIMBO TAKUX CKIIAIHUX i JUHAMIYHUX SBULL, K PO3BUTOK PUHKY 6aHKIBCHKUX ITOCIIYT ITOTpebye
PO3pOOKM HAyKOBUX IIIXOZiB, METOZOJIOTNII i Cy4YacHMX METOZHIB NOCTIIKEHHS AJiA ixX aHasisy i
IIPOTHO3Y. MeTa DaHOTOo JOCTiIKeHHS IOJIArana B TOMy, 06U pO3pO6UTH TeOpETUYHi mifxony i
METOZOJIOTIO0 TOCTIIFKEHHS 1[bOTO PUHKY, YTOUHUTH METOJUKY aHaJIi3y PUHKY 6aHKiBCBKUX ITOCIIYT
Ta po3paxyBaTU MOTro CyMapHY €MHICTb A7 YRpaiHu. IoCTiIy)ReHHA MaJIo, ITepeBakHO, TEOPETHUKO-
MeTOZOJIOTiYHe CIIPSIMYBaHHS, TOMY BUKOPHCTOBYBaJIMCA 3araJIbHOHAyKOBI METOIU: MAeIyKIIil
(mma 3araszpHOI JIOTIRM TTOGYIOBYU OOCIiIKeHHs), aHai3y (mia kiacudirallil CEerMeHTIB PUHKY),
TTOPIBHAMBHOrO aHaiisy (py yTOYHEHHI MOHATIMHOIO amapary), iHAyKil (mpu dopMy/roBaHHI
BHCHOBKIB). I3 CITel[iaJibHUX METOAIB [OOCIIIKeHHS BUKOPUCTOBYBAJIMCH, TOJIOBHUM YHHOM,
CTAaTUCTUYHI MeTomu (aHasii3 AVMHAMIYHUMX PAAiB, CTPYKTYPHUM aHasli3 IJif PO3PaxyHKy €MHOCTI
YKPalHCHKOTO PUHKY GAHKIBCBKUX IOCIYT i MOr0 CErMEHTIB). V CTAarTi YTOYHEHO TMOHATIMHUIM
amapar — «baHKIBChKa IIOCIIyra», «pUHOK GAHKIBCBKUX ITOCIYT», 3aIIPOIIOHOBAHO IMOJIJI PUHKY
6aHKIBCHKUX ITOC/IYT HA aKTUBHI i ITaCUBHI JJI IIOMIU6/IEHOTO BUBYEHHSA KOH IOHKTYPYU PUHKOBHX
CerMeHTiB i ¢akTOpiB BIUIMBY Ha Hel Ha KOKHOMY 3 HMX, PO3pPO6JIEHO METONUKY PO3PaxyHKY
€MHOCTi OCHOBHMX CETMEHTIB JAHOTO PUHKY 3 ypaxyBaHHAM YKpaiHChKOi 6aHKiBChKOI CTATUCTUKU.
P03paxoBaHO €MHICTh CETMEHTIB NMACUBHUX i aKTUBHUX GAHKIBCBKUX IOCIYT VKpaiHM, IO HAjo
MOJKJIMBICTh PO3paxyBaTy CyMapHY €MHICTb PHUHKY OCHOBHMX 6aHKIBCBKUX ITOCHIYT, a TaKOX
BU3HAYUTU Miclle YKpaiHU Ha CBITOBOMY PMHKY i BCTAHOBUTH HaMbibIl BIUIMBOBI GaKTOPH, 1[0
BIUIMBAIOTE HA KOH'IOHKTYpY. Briepiie po3paxoBaHA €MHICTh YKPAlHCBKOTO PUHKY GaHKIBCHKUX
TIOC/IYT Y BapTicHOMy BUMipi 3a 2018-2024 pp., HaMiueHi 3aX01 ¥I0r0 PO3BUTKY Ha ITePCIIeKTHBY JI0
3aKiH4YeHH{ BiIHU i Ha MiCJIIBOEHHUM NepioZ. IIpaKTHUYHA L[iHHICTh JaHOTO IOCIiZIKeHHS I10JIATaE
B TOMY, 1110 aBTOPCBHKUH IMTifXif, 0 METOANKY PO3pPaxyHKy EMHOCTI OCHOBHUX CEI'MEHTIB PUHKY MOJKe
6yTH BUKOPHCTAHUM i 114 iHIIINX CETMEHTIB

Knio4yoBi cnoBa: TeOpeTUKO-METONOJIOTIUHI 3acafy; CHUCTEMHUM aHajli3; €MHICTh PUHKY,
6aHKIBCBKi IeTI03UTHI ITOCTYyTH; KPeIUTHI oCcayru 6aHKiB; CETMEHTHUY aHai3 pUHKY
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