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The article determined that during the war, the financial sector of Ukraine faced
difficulties in its normal functioning and there was a need to study the financial
market and the need to reform it. The conditions and rules under which the
financial market began to work since the beginning of the war are considered.
A list of restrictions imposed on the financial sector was established, namely the
withdrawal of cash from current accounts and the suspension of the currency
market. Considered how the country’s budget has changed. The factors that
allowed the state to provide financing for all needs were identified. The dynamics
of the dollar exchange rate and its impact on the environment were studied. It has
been proven that with the help of coordinated work and timely adopted rules, it is
possible to restore the state of the financial market. It was found that the stability
of the economy can only be achieved through joint efforts, in particular with the
help of partners, adjustment of logistics, technological processes and measures
recommended by the National Bank of Ukraine.
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B crarri BH3HayeHO, W0 Y BOEHHMX yMOBax (DIHAHCOBUI cekTop YKpaiHu
3IIITOBXHYBCSI 3 TPYIHOIIAMH MIO0 HOTO HOPMalbHOTO (DYHKIIOHYBaHHS Ta
mocrana morpeba y IOCHiIKeHHI ()iHAHCOBOTO PHUHKY Ta HEOOXITHOCTI HOro
pedopmyBaru. Po3rissHyTO yMOBH Ta IIpaBUIIA B IKMX ITOYAB IIPAIFOBATH (JiHAHCOBHIA
PHHOK 3 TIOYaTKy BiHH. BcTaHOBIEHO mepernik 0OMeKeHb, SAKi HaKIaJalnch Ha
(hiHAHCOBUIT CEKTOP, @ CaMe 3HATTS TOTIBKOBUX KOIITIB 3 PO3PaXyHKOBUX PaXyHKIB
Ta IPU3YIHHEHHS JisUIbHOCTI BAJIIOTHOTO pUHKY. PO3IVISIHYTO SIK 3MIHHBCS OFO/IKET
kpainu. BusnaueHo dakropu, sKi JO3BOIMIN JepskaBi 3a0e3NednTH piHAHCYBAHHS
mo BciM motpedam. JlocmikeHo TUHAMIKY 3MIHH KypcCy Joiapa Ta HOro BIUIUB
Ha cepenouiie. J{oBeneHo, 10 3a JIOMOMOTOI0 3JIaro/PKeHOI pOOOTH Ta BYaCHO
NPURHATHX TPABWI, MOXKIIMBO BiTHOBUTH CTaH (hiHAHCOBOTO PHHKY. 3’SCOBAHO,
M0 JIATH O CTabiIbHOCTI €KOHOMIKM MOYKHA JIMILE CHUIBHUMH 3yCHIUISIMU,
30KpeMa 3a JIOTIOMOTOK0 MAPTHEPIB, HAIATOKCHHS JIOTICTHKH, TEXHOJOTIYHUX
MPOLIECIB Ta 3aX0/IiB, sIKI peKoMeH10BaH1 HarionansHnM 6aHkoM YKpaiHu.

Formulation of the problem

The financial market is a special and necessary
environment for the efficient functioning of the economy.
A well-formed system of state regulation of the financial
market provides favorable conditions for stable
development and effective functioning of all segments of
financial processes. The financial market works effectively
with the successful development of the economy, low rates

of inflation, a stable legislative and regulatory framework,
a favorable political situation and a certain balance of
interests of the population.

In recent years, the financial market of Ukraine has
undergone significant changes, initially associated with the
introduction of quarantine due to the spread of the corona
virus infection COVID-19, and then the most terrible
thing happened — war. The very first changes since the
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introduction of martial law affected the financial market,
as the most important link of the economy. As a result, it is
important to study the new realities of market functioning
and its post-war development. The fact that this problem
is the subject of general attention and determines the high
relevance of the topic.

Analysis of recent research and publications

Due to the fact that this topic has recently become
widespread, it is already being studied by many analysts
and scientists and analyzed on the official websites of
the National Bank of Ukraine [1; 2] and the Ministry of
Finance of Ukraine [3]. This topic was also studied by
Didenko Serhii [4], who made a significant contribution
to the consideration of the financial sector during the war.
Since the financial market is important for the economy
in general, it was also monitored by various information
portals: one of them is Vox Ukraine [5].

Formation of the objectives of the article

The purpose of the article is to study the functioning of
the financial market during the war and the further post-
war path of the financial sector.

Presentation of the main material of the research

At the beginning of the introduction of martial
law in Ukraine, the National Bank of Ukraine adopted
Resolution “On the operation of the banking system during
the introduction of martial law” Ne 18 of February 24,
2022 [1]. After the approval of this document, a new order
of activity of the financial system under new conditions
began (Table 1).

The above-mentioned conditions were introduced in
order to ensure the uninterrupted and reliable functioning
of'the financial system of Ukraine and critical infrastructure
objects in the new realities, as well as to strengthen the
protection of the financial sector and the economy, to
prevent panic on the financial market.

The budget of Ukraine has also changed beyond
recognition. Since the beginning of the war, the government
has allowed businesses to switch to a simplified taxation
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system. Under the general system, companies were able
to pay a tax of 2 % of turnover instead of 20 % VAT and
18 % income tax. This significantly improved business
life, but state budget revenues significantly decreased. Due
to the conditions of limited resources, the state is careful
about spending, and therefore all free funds are directed
to defense. Budget financing is provided at the expense of
the active work of the domestic economy, with the support
of international organizations, state authorities and the
population of Ukraine (see Fig. 1).

In addition to the fact that part of the funds go to
finance the army, the funds are also spent on pensions,
salaries, social benefits, the provision of critical
infrastructure and the servicing of the national debt.
Despite all the troubles and the lack of budget funds,
the state provides assistance to everyone who needs it:
a program for the relocation of Ukrainian productions
has been launched, i. e. enterprises planning to move to
safe places will be provided with assistance in selecting
locations for their production facilities, transportation
and resettlement of personnel, etc. [6]. It is also possible
to receive a grant from the state for the development of
one’s own business as part of the “IS a JOB” project,
and financial assistance is also provided to temporarily
displaced persons.

r
Financing at the expense of borrowed funds of Ukraine from

international financial organizations: International Monetary

Fund, World Bank, European Investment Bank
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Fig. 1 — Sources of financing the budget of Ukraine
Note: compiled by the author based on [2]

Table 1 — The activity of the banking system in the conditions of war

Activity | Work plan

health;
— make cashless payments without restrictions;

Banking

electronic money;

benefits);

— banks continue the uninterrupted operation of all branches, provided that there is no threat to people’s lives and

— banks must ensure free access of customers to safe deposit boxes;

—a mechanism for blank refinancing of banking institutions was developed to support their liquidity, its essence is to
cancel restrictions on refinancing in terms of amount and term;

— suspend the issuance of electronic money, replenishment of electronic wallets with electronic money, distribution of

— limit cash withdrawals from the client’s account to UAH 100.000 per day (not including salary payments and social

— banks are allowed to implement credit holidays;

Lending |- banks are allowed to disregard loan defaults when assessing credit risk;
— it is possible to restructure loans related to financial difficulties of debtors without recognizing default on such loans
— temporarily suspended his work, except for operations of selling foreign currency to customers;
Monetary . . . o
market |~ the official exchange rate was fixed and the issuance of foreign currency from customer accounts was prohibited,

except for those enterprises that were entrusted with the obligation to implement mobilization plans

Note: compiled by the author based on [1]
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In order to accumulate budget funds, the Ministry of
Finance of Ukraine started issuing bonds of internal state
loans (OVDP), the funds from which go to support the
army and uninterrupted provision of the state’s financial
needs in conditions of martial law. In the 5th month of
the war, the total amount of all bonds amounted to UAH
49.7 billion, and according to the analysis of the NBU,
the banking sector operates in stable conditions and is
completely liquid. Banks have significant hryvnia and
foreign currency reserves. Available funds in the current
accounts of individuals increased by 16 % for the month,
which is quite positive in war conditions, as it indicates
the absence of significant withdrawal of funds from the
banking system [7]. Restrictions imposed by the NBU
on cash withdrawal operations from current accounts are
gradually being lifted.

During the war, Ukrainians encountered price increases
(prices rose by 19.5 % since the beginning of the year) [8] and
a shortage of some goods, and there was also a 33 % drop in
GDP. Inflation has reached a record high this year, the main
reason being the war, which has reduced the supply of goods
due to reduced production, as well as increased costs due
to disruption of logistics, destruction of production assets,
production chains, etc. However, at present, inflationary
dynamics are gradually improving, inflation rates in Ukraine
are decreasing — this is an important positive dynamic for
society and entrepreneurs [9].

The main factor of inflation is the increase in the
official exchange rate of the dollar, which increased by
25 % (Fig. 2).

The sharp increase in the exchange rate took place in
view of the change in the fundamental characteristics of the
Ukrainian economy during the war and the strengthening
of the US dollar against other currencies. At the same
time, in the future the course will be fixed as well. Due
to high instability and uncertainty, as it is the main anchor
of stabilization of expectations and the main means of
fulfilling the priority goals of the NBU.
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Fig. 2 — Dynamics of the US dollar exchange rate
during 18.01.2022 — 21.07.2022

Note: compiled by the author based on [10]

Despite the negative factors that complicate the work
of the financial market, it works, its functioning from
the beginning of martial law to the present day is being
restored. Only the stock market operates under limited
conditions, it continued its work only in the areas of issuing
and servicing military government bonds.
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After the Ukrainian victory, a difficult and difficult path
of post-war recovery awaits Ukraine. In particular, these
are large costs for the reconstruction of cities, covering the
debt, ensuring the defense of the country, etc.

On September 13, 2022, the government approved the
draft Law on the State Budget of Ukraine for 2023. “The
state budget of 2023 is the budget of a warring country
that has been suffering colossal losses for more than
six months due to the full-scale military invasion of the
russian federation on the territory of Ukraine. That is why
the Government has laid down increased financing of the
security and defense sector at the level of 17.8 % of GDP,
which is three times more than what was laid down in the
2022 state budget” [11].

According to the Draft State Budget for 2023, resources
are directed to the most priority areas (see Table 2).

Table 2 — Priority directions for the allocation of budget
funds for 2023

Direction Amount of money
Health care UAH 175.7 billion
Education UAH 155 billion

UAH 1 141.1 billion or
17.8 % of GDP

UAH 835 billion

National security and defense

Pension provision and social
protection

UAH 17.4 billion
UAH 6.8 billions

Reserve fund
Support of war veterans

Fund for liquidation of the
consequences of armed aggression

Entrepreneurship Development Fund | 16 billions of hryvnias
Provision of business grants 1.37 billions of hryvnias
Note: compiled by the author based on [11]

UAH 19 billions

Analyzing the table, we can say that most of the funds
will be directed to the national security and defense of the
country, which is the main thing at the moment.

The budget deficit is expected to be 20 % of GDP,
which is planned to be covered by state borrowing — UAH
1.686.8 billion.

For 2023, the tax rates will remain the same, they
will not be increased, and the minimum wage from
January 1, 2023 will be 6.700 hryvnias per month, the
subsistence minimum for one person calculated per month
is 2.589 hryvnias [11]. As for the exchange rate, it may
reach 50 hryvnias per dollar by the end of 2023, the
average annual rate will be around 42.2 hryvnias per dollar
according to the forecast, similarly, we should expect a rise
in prices in the country [12].

In general, if we observe the situation in 2022, we can
say that the state of the financial market has improved, so
in the future it should return to growth, steadily restore the
work of all its sectors.

In turn, the prosperity of the economy and the financial
market is possible with the financial assistance of partner
countries (the USA, Great Britain, etc.), the adjustment
of logistics, technological processes, the restoration and
attraction of various investments to the country, with
the help of state support for business development, thus
appearing free jobs, people will start returning from abroad
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and develop the country together. Only with joint efforts,
avoiding past mistakes and with the help of the experience
of international countries, the financial market will begin
to revive and function effectively.

Conclusions

Based on the results of the analysis of the functioning
of the financial market, we can say that with the help of the
decisions of the National Bank of Ukraine, it was possible
to soften the unexpected first blow to the financial sector,
prevent panic in the market and strengthen its protection.
Since the beginning of the martial law and today, the state
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of the market and the economy in general has improved,
which testifies to the correct decisions made by the
country’s leadership and to its further functioning in the
conditions of war.

Despite the difficult conditions of reality, the financial
market is functioning and will continue to have the margin
to work stably, the government with the help and support of
international states is doing everything possible to ensure
that this situation continues in the future.

Despite all the troubles on Ukraine’s path, it will endure
and begin a new long-term development, becoming one of
the most powerful European states.
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