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The financial instruments of the capital market of Ukraine are analyzed. It was found
that such instruments as shares, shares of a foreign issuer, KIF shares, corporate
bonds, bonds of internal state loans of Ukraine, bonds of external state loans of
Ukraine, bonds of a foreign state, investment certificates, corporate bonds, bonds
of a foreign issuer of Ukraine are present on the market. It was found that despite
such a variety of financial instruments, the largest volume of trading in financial
instruments on organized capital market operators was with domestic government
bonds of Ukraine. Today, government bonds serve as a means of mobilizing the
state's financial resources to cover the budget deficit. The factors that influence
the popularity of this instrument are the limited market, easy availability, high
profitability, and reliability.

It was found that the second most popular financial instrument on the capital
market is corporate bonds. It was noted that corporate bonds are a rather risky
financial instrument. Payments on them are guaranteed only by the issuer — that is,
the company that issues them. Among other financial instruments present on the
capital market of Ukraine, it is also necessary to highlight shares and investment
certificates. The article states that the issuer of shares is exclusively a joint-
stock company. The procedure for making a decision on the issue of shares by
the relevant body of a joint-stock company is determined by the law regulating
the issues of creation, activity and termination of joint-stock companies. Shares
exist exclusively in electronic form. The National Securities and Stock Market
Commission registers the issue of shares in accordance with the procedure
established by it. Share trading is permitted after the National Securities and
Stock Market Commission registers the report on the results of the share issue and
issues a certificate of registration of the share issue. Although the stock market in
Ukraine is small, over the past year there has been a tendency for its revival. It has
been established that despite the presence of exchanges and regulators, the capital
market of Ukraine does not provide its main function — attracting capital to the real
sector of the economy, but serves to form the state's credit resources.

AHAJI3 ®IHAHCOBUX IHCTPYMEHTIB PUHKY KAIIITAJIIB YKPATHU

Boanyesa O.B., I'opoynoBa A.B., Kucinsosa L.1O.

3anopizvkuii HayionanrbHull yHigepcumem

Yxpaina, 69600, m. 3anopiocorca, eyn. Yunisepcumemcoka, 66

KuiouoBi cjioBa:

PHMHOK Kamitaiy, (hiHaHCOBI
IHCTpYMEHTH, aKIlii, o0Jirarii,
oOuiranii BHYTpIlIHBOT AepKaBHOT
MTO3UKH, EMITCHTH, iIHBECTOPH.

[IpoananizoBano (iHaHCOBI IHCTPYMEHTH PUHKY Kamitany Ykpainu. BusisieHo,
10 HAa PUHKY MPUCYTHI TaKi IHCTPYMEHTH SIK aKIlil, aKilii iHO3eMHOI0 eMITCHTa,
akuist KI®, xopriopatuBHi o6miramii, obmiramii BHYTpIIIHIX JEpKaBHUX IMO3HMK
VYkpainu, obmiraiii 30BHIIIHIX Jep)KaBHUX MO3MK YKpaiHW, oOiiramii iHo3eMHOT
JepXKaBW, IHBECTHUIIHHI ceprudikatu, oOmramii maopuemMcTB, oOmiramii
iHO3eMHOTO eMiTeHTa YKpainu. BcTaHOBIEHO, IO HE IWBISYNCH Ha Take
po3MaiTTs (hiHAHCOBHMX IHCTPYMEHTIB, HAMOULIbIINI 00CAT TOpriB (piHAHCOBUMH
IHCTpyMEHTaMH Ha OIlepaTropax OpraHi30BaHMX PHHKIB KaliTany BigOyBaBcs 3
oOJiramissMi BHYTPILIHIX JEp:KaBHUX TMO3UK YKpainu. Ha cbOTOAHINIHIN JCHB,
OB/II cinyryiors 3acoboM MoOimizamii (iHAaHCOBHX pecypciB AEp)KaBH IS
MOKPUTTSI OromKkeTHOTO nedinuty. @akropamu, sKi BIUIMBAIOTH HAa MOIMYJISIPHICTD
3a3HAYEHOTO 1HCTPYMEHTY € OOMEXCHICTh PHHKY, JIeTKa JOCTYIHICTH, BHCOKa
JIOX1JIHICTh, HA{IMHICTh.
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BusiBneHo, Mo ApyruM 1o MOMyIsipHOCTI (iHAHCOBHM IHCTPYMEHTOM Ha PUHKY
KaIliTalliB € KOPIIOpaTHBHI obiramnii. BinMideHo, o KopropaTuBHi odmiramii — 1me
JIOCHTh PU3MKOBaHUH (DIHAHCOBHUI IHCTPYMEHT. BHUIUIaTH 34 HUMH rapaHTYIOThCS
JIMIIE eMITEHTOM — TOOTO KOMITaHi€lo, sika X Bunyckae. Cepe iHIMX (piHaHCOBUX
IHCTPYMEHTIB, sIKi NPUCYTHI Ha PUHKY KaIiTamiB YKpaiHH, TakoK HOTPiOHO
BHUJIUIATH aKIlii, IHBECTULIIHI cepTu(ikaTi. Y CTaTTI 3a3HAYCHO, 0 EMITEHTOM
aKUiil € BUKIIOYHO aKI[IOHEepHEe TOBapHCTBO. [1OpsIOK MPUIHATTS BiAIOBITHUM
OpraHoM aKI[iIOHEPHOTO TOBAPHCTBA DIMICHHS MPO €MiICil0 aKIid BH3HAYAETHCS
3aKOHOM, IO pEryllo€ MUTAaHHA CTBOPEHHS, IiSUIBHOCTI Ta NPHIMHEHHS
aKI[IOHEPHUX TOBApUCTB. AKIi ICHYIOTh BHUKIIIOYHO B EJIEKTPOHHINA (opmi.
Peectpariiro Bumycky akmiid 3xailicHroe HarioHaibHA KOMICisl 3 MIHHUX IarepiB
Ta (POHJOBOTO PHUHKY Y BCTAHOBJICHOMY Hero Hopsaky. OOIr akiiil 103BONISETHCS
micst peectpariii HamioHampHOIO KOMICI€0 3 IMIHHUX TarepiB Ta (OHIOBOTO
PHHKY 3BITY TIPO Pe3yJabTaTH eMicCil akmii Ta BUAaYi CBIOITBA MPO PEECTPAILII0
BHITYCKY aKIlid. Xoua pUHOK aKIlii B YKpaiHi HEBEIMKUH, IPOTE 3a OCTAaHHIH PiK
HaMITHJIMCS TEHJIEHIIISI IO HOTo MOKBaBJICHHs. BCTaHOBIIEHO, 1110 HE3BAXKAIOUM HA
HAasIBHICTB OipK Ta peryJsITopiB, pUHOK KarliTaliB YKpaiHu He 3a0e31edy€e roJIoBHY
CBOIO (DYHKIIIO — 3aJTy4eHHs KalliTally y peajlbHUi CEKTOp €KOHOMIKH, a CIYTY€E

JUtsl OPMYBaHHS KPEIUTHUX PECYpPCIiB IepKaBH.

Statement of the problem

The capital market is an important component of the
country's financial market. The capital market is a set of
certain institutions and transactions that form the sup-
ply and demand for medium- and long-term capital. It
includes the debt securities market, in particular govern-
ment debt securities, corporate bonds and the stock mar-
ket, as well as a number of other financial instruments.
In highly developed countries, capital markets play a
critically important role in financing economic growth.
Therefore, it is important to investigate the purpose for
which the domestic capital market works through the
prism of the analysis of the financial instruments that cir-
culate on it.

Analysis of recent studies and publications

The issues of analyzing the features of the development
of the government debt securities market in Ukraine under
the influence of institutional changes and martial law in the
country were studied by L. Bogrinovtseva, O. Klyuchka. In
particular, they note in their study that the government uses
the issue of debt securities to influence money circulation
and regulate the money supply in the country.

The current state of the corporate securities market in
Ukraine, as well as the opportunities and prospects for the
development of this segment of the stock market in modern
conditions, were studied by T. Pilyavoz, L. Glushchenko,
N. Koval.

Objectives of the article

The aim of the article is to analyze the financial instru-
ments of the capital market of Ukraine. To study the struc-
ture of financial instruments and their role in financing the
real sector of the economy.

Statement of the main material

According to the information note on the capital mar-
kets of Ukraine during January — December 2023 [1],
financial instruments on the operators of organized capital
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markets were represented by the following types: shares;
shares of a foreign issuer; shares of a corporate investment
fund; corporate bonds; bonds of domestic government
loans of Ukraine; bonds of external government loans of
Ukraine; bonds of a foreign state; investment certificates;
bonds of enterprises; bonds of a foreign issuer of Ukraine.
Table 1 presents the distribution of the specified financial
instruments by trading volumes on the operators of organ-
ized capital markets of Ukraine.

Let's analyze the structure of the presented financial
instruments (Figure 1).

As we can see from Figure 1, the capital market of
Ukraine is represented mainly by domestic government
bonds, which indicates that the modern capital market
serves to form the credit resources of the state.

Let us consider this financial instrument in more detail.

The issue of domestic government bonds is regulated
by the Resolution of the Cabinet of Ministers of Ukraine
dated 01.31.2003 No. 80 «On the placement (issue) of
domestic government bonds», which provides that their
issuer is the Ministry of Finance of Ukraine.

According to the information presented on the website
of the Ministry of Finance: «Government bonds of Ukraine
are divided into domestic government bonds of Ukraine, for-
eign government bonds of Ukraine, treasury bonds and spe-
cial-purpose bonds of domestic government loans of Ukraine.

Domestic government bonds are government securities
placed exclusively on the domestic stock market and con-
firm Ukraine's commitment to pay bond holders the nom-
inal value with the coupon payments in accordance with
the terms of bonds issue. The nominal value of the bond is
UAH 1000. It may also be determined in foreign currency.
Ukrainian domestic government bonds are classified into
the three categories according to their maturity:

— long-term (more than five years);

— medium-term (from one to five years);

— short-term (up to one year).

The Ministry of Finance, in accordance with the Reso-
lution of the Cabinet of Ministers of Ukraine No. 80 dated
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31 January, 2001 «On Issue of Domestic Government
Bonds», holds placement of domestic government bonds in
the form of auctions through the National Bank of Ukraine
(NBU). NBU performs public debt service operations
related with the placement of domestic government bonds:
their redemption and debt-service payments, as well as
depositary activities.

According to its mandate, the Ministry of Finance of
Ukraine performs the following activities:
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— develops and publishes indicative calendars for the
placement of domestic government bonds, defines the time
and amount of bonds to be placed (approved calendar, as
well as adjustments to it are periodically published on the
official website of the Ministry of Finance);

— determines the forms and ways of placement of
domestic government bonds, sets the maturity of domestic
government bonds as well as redemption dates and coupon
payment dates (for coupon bonds);

Table 1 — Trading volume of financial instruments on operators of organized capital markets with distribution by type
of financial instrument during January-December 2023, UAH million
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January 1,6 1,3 0,1 4,2 27303,7 1,8 1674,5 0,0 0,0 0,0 28987.,0
February 1,8 0,8 0,001 171,0 19830,3 2,2 1229,4 0,03 31,6 0,0 21267,2
March 3,0 1,2 0,0 867,3 | 31003,4 6,9 2313.,9 0,03 0,0 0,0 34195,8
April 18,3 1,3 0,0 290,7 | 36021,2 14,5 2405,6 0,8 0,0 22,4 38774,9
May 9,8 0,2 0,0 4523 | 414443 5,5 3871,0 0,7 40,2 8,6 45832,6
June 13,9 1,1 0,0 435,77 | 22295,7 243 2962,4 0,3 0,0 65,2 25798,5
July 7,1 0,0 0,0 489,1 27611,0 20,2 2368,6 0,1 0,1 14,6 30510,8
August 0,3 0,2 0,0 519,3 | 28963,6 14,2 326,5 0,6 1,6 10,3 29836,5
September 1,4 0,2 0,0 926,2 | 45368,6 17,2 1064,0 3,2 1,0 0,0 47381,8
October 21,9 0,1 0,0 2059,8 | 41798,9 11,7 1012,8 1,3 23,8 0,0 44930,4
November 14,7 0,1 0,0 1529,4 | 47355,5 29,3 713,6 0,6 3,4 0,0 49646,5
December 16,2 0,5 0,0 1054,1 | 37012,6 52,5 1129,5 3,4 1,4 0,0 39270,2
Total 109,9 7,1 0,1 8799,0 [406008,7| 200,3 | 21071,7 11,2 103,0 121,1 | 436432,1
6,97%
Financial
instruments, except
Domestic
government bond of
Ukraine
W Domestic
government bond of
Ukraine

Fig. 1 — Financial instruments on the capital markets of Ukraine, %
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— establishes the marginal level of the yield of domes-
tic government bonds, according to which bidders® appli-
cations are satisfied;

— publishes information on the results of placement of
domestic government bonds;

— finalizes issues of government bonds with global
certificates;

— ensures timely domestic government bonds’ redemp-
tions and interest payments.

The placement of domestic government bonds is based
on the current financing needs of the State Budget of
Ukraine» [2].

An important characteristic of any financial instrument
is its yield, and therefore its attractiveness to investors. Let's
analyze the yield of government bonds over the last 5 years.

As the authors Lyudmila Bogrinovtseva and Olga Kly-
uchka note, analyzing the trends in the yield of domes-
tic government bonds: «we can observe that in 2018 the
weighted average yield on domestic government bonds was
17.79%. Over the next two years, this indicator decreased
by 7.59%. But from 2020 to 2022, there was an increase in
the yield on domestic government bonds by 7.63%. One of
the main factors affecting the yield on the government bond
market is the level of the state budget deficit. This is due
to the fact that with the increase in the state budget deficit,
the interest rate on the yield on bonds also increases. It
should also be noted that the discount rate of the National
Bank of Ukraine is another factor affecting the yield on
government bonds. A decrease in the discount rate leads
to a decrease in the yield on bonds. It is worth noting that
today we can observe the opposite situation, since in recent
years the weighted average yield on domestic government
bonds has been growing and reaches 18.26% in 2022. As
of July 31,2023, this indicator has increased to 19.1%. The
increase in the yield on domestic government bonds over
the past year is primarily explained by the increase in the
current needs of the state in attracting financial resources
and the increase in the discount rate by the National Bank
of Ukraine» [3].

When analyzing OVDPs, it should also be noted that
the NBU is a depository for OVDPs, that is, an institu-
tion that maintains centralized accounting of OVDPs in a
non-documentary form. Also, according to the information
presented on the NBU website: «Domestic government

17,79 16,93

a\é\loz
NP

2018 2019 2020
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bonds are debt securities sold by the Government to pri-
mary dealers and their clients in the primary market to
finance the needs of the state budget. Transactions for the
purchase/sale of OVDPs in the secondary market take place
between professional participants in the stock market and
their clients (individuals and legal entities, non-residents.
In order to facilitate the attraction of foreign investments in
OVDPs, the NBU establishes correspondent relations with
foreign depositories.)» [4].

Let us conclude the consideration of the OVDP finan-
cial instrument by explaining its advantages and reasons
for its popularity. On financial analytics sites, one can find
the thesis that OVDPs are a bestseller among investors.

The first reason for this phenomenon is that the finan-
cial market after the invasion is limited, and Ukrainians
cannot buy shares of global companies, because the NBU
has imposed restrictions on capital transactions abroad.
But, as financial analysts say: «although before the war in
Ukraine there were no other options: there were no deriva-
tives through the stock exchange, the corporate bond mar-
ket was almost non-existent... Therefore, OVDPs have
become an excellent alternative» [5].

The second reason for the popularity of OVDPs is their
maximum accessibility for investors of various categories.
The threshold for purchasing OVDPs has been lowered to
UAH 1,000 and they can be purchased not only in author-
ized banks, but also in «Diya». Banks do not check the ori-
gin of money for amounts up to UAH 400,000. (in accord-
ance with the financial monitoring rules adopted in 2020).

The third reason is rates higher than deposits. «With
inflation at 12.8% in July 2023, the rates for government
bonds were 18-19.75%, according to the data of the then
auction of the Ministry of Finance. Now the rates are
lower, but they still cover inflation» notes O. Grazhdan.
The fourth reason is reliability. Every country has gov-
ernment bonds and the state undertakes to pay everything
under any circumstances.

Ukraine currently has a record budget deficit and is
learning to finance its budget payments without interna-
tional financial assistance. However, for Ukraine to continue
growing, it needs to develop its financial market more [5].

Let us analyze the structure of financial instruments
on the Ukrainian capital market, excluding government
bonds, Ukrainian external government bonds, and foreign

18,26 181
e
_
bk o
2021 2022 2023 (31.07)

Fig. 2 — Dynamics of the weighted average yield on government bonds in Ukraine, %

Source: [3]
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government bonds — that is, excluding government debt
securities.

As can be seen from the figure, the leader among finan-
cial instruments in this segment of the financial market is
corporate bonds, their share reaches 96.1%.

According to the Law of Ukraine “On Capital Markets
and Organized Commodity Markets”: “Corporate bonds are
registered bonds, the issuer of which is a legal entity (except
for an international financial organization) that carries out
entrepreneurial activities for the purpose of making a profit,
as well as other legal entities in cases established by law.

The issue of corporate bonds is carried out by legal
entities only after full payment of contributions to their
authorized capital. Corporate bonds confirm the obligations
of the issuer under them and do not give the right to par-
ticipate in the management of the issuer. A legal entity has
the right to issue interest-bearing and/or discount bonds in
an amount not exceeding three times the amount of equity
or the amount of security provided to it for this purpose by
third parties. The procedure for the issue, circulation and
redemption of target corporate bonds is established by the
National Securities and Stock Market Commission. The
decision on the issue of corporate bonds is made by the rel-
evant management body of the issuer in accordance with
the laws regulating the procedure for the creation, operation
and termination of legal entities of the relevant organiza-
tional and legal form. The funds raised from the issue of
target corporate bonds are used for the purposes specified
in the prospectus or the decision on the issue of such bonds.

The registration of corporate bond issuance is carried
out by the National Securities and Stock Market Commis-
sion in accordance with the procedure established by it.
After the start of the placement of corporate bonds, amend-
ments to the prospectus or the decision on the issuance
of securities in the part of the securities document or the
replacement of the issuer are made by the issuer with the
consent of all bondholders of the relevant issue or a meet-
ing of bondholders” [5].

It should also be noted that corporate bonds are a rather
risky financial instrument. Payments under them are guar-
anteed only by the issuer — that is, the company issuing
them. If a company goes bankrupt, then according to the
Law of Ukraine “Code of Ukrainian Bankruptcy Proce-
dures”, it will be liable for its debt obligations in the fourth
place (in accordance with the priority of satisfying credi-
tors’ claims) and there is a high probability that the investor
will actually be left without the amount of the value of the
bonds and the amount of expected income. A structure like
the Deposit Guarantee Fund for Individuals, which returns
deposits from bankrupt banks, simply does not exist here.

It should be noted that according to the information
note on the capital markets of Ukraine, during January-De-
cember 2023, the Commission registered 24 bond issues,
including corporate bonds worth UAH 13.05 billion and
corporate bonds in foreign currency worth USD 8.0 mil-
lion. Among the significant bond issues that significantly
affected the overall structure of registered bond issues
in December 2023, 3 bond issues of the issuer NovaPay
Credit LLC worth UAH 300 million were registered. [1].
These bonds can be purchased in their own application.
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The yield in hryvnia ranges from 14% to 17%, depending
on the investment term.

Currently, investing in corporate bonds is primarily a
matter of risk appetite. Under conditions of high profitabil-
ity, they can become a tool for diversification, but investing
the lion's share of one's savings in them under the current
circumstances would be too reckless [6].

Regarding other financial instruments present on the
Ukrainian capital market. According to Figure 3, in addi-
tion to bonds, the market also includes shares (1.2%),
investment certificates (0.112%) and others, the share of
which is very insignificant.

According to the Law of Ukraine “On Capital Markets
and Organized Commodity Markets”: “A share is a regis-
tered security certifying the property rights of its owner
(shareholder) relating to a joint-stock company, including
the right to receive part of the profit of the joint-stock com-
pany in the form of dividends and the right to receive part
of the property of the joint-stock company in the event of
its liquidation, the right to manage the joint-stock com-
pany, as well as non-property rights provided for by the
Civil Code of Ukraine, this Law and the law regulating
the establishment, activity and termination of joint-stock
companies.

The issuer of shares is exclusively a joint-stock com-
pany. The procedure for the relevant body of the joint-
stock company to make a decision on the issue of shares is
determined by the law regulating the establishment, activ-
ity and termination of joint-stock companies. Shares exist
exclusively in electronic form.

A joint-stock company places only registered shares.

A joint-stock company places shares of two types —
ordinary and preferred.

Common shares give their owners the right to receive
part of the joint-stock company's profit in the form of div-
idends, to participate in the management of the joint-stock
company, to receive part of the joint-stock company's
property in the event of its liquidation, and other rights
provided for by the law regulating the establishment, oper-
ation, and termination of joint-stock companies. Common
shares give their owners the same rights.

Common shares are not convertible into preferred
shares or other securities of the joint-stock company.

Providing any guarantees regarding the receipt of
income (dividends) on common shares is prohibited.

Preferred shares give their owners preferential rights,
compared to owners of common shares, to receive part
of the profit of the joint-stock company in the form of
dividends and to receive part of the property of the joint-
stock company in the event of its liquidation, and also
give the right to participate in the management of the
joint-stock company in cases provided for by the charter
of such a joint-stock company and the law regulating the
establishment, operation and termination of joint-stock
companies.

The registration of the issue of shares is carried out by
the National Securities and Stock Market Commission in
accordance with the procedure established by it. The cir-
culation of shares is permitted after the National Securities
and Stock Market Commission registers the report on the
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Fig. 3 — Structure of financial instruments of the capital market of Ukraine, except for government debt securities, %

results of the share issue and issues a certificate of registra-
tion of the share issue” [5].

According to [1], during January — December 2023, the
Commission registered 30 share issues worth UAH 9.15
billion. Compared to the same period in 2022, the volume
of registered share issues decreased by UAH 25.90 billion.

However, in 2024, there is a significant revival in this
sector. During January — October 2024, the Commission
registered 46 share issues worth UAH 338.07 billion.
Compared to the same period in 2023, the volume of regis-
tered share issues during January — October 2024 increased
by UAH 331.04 billion.

Among the significant share issues that significantly
affected the overall structure of registered share issues in Octo-
ber 2024, the following issuers were registered: JSC "KRIS-
TALBANK" for the amount of UAH 421.10 million, PrJSC
"ATRATO SOLAR" for the amount of UAH 25.55 million
and PrJSC "INSURANCE COMPANY ASKO-DONBAS
NORTH" for the amount of UAH 18.66 million.

These facts make it necessary for the stock market to
find new tasks aimed at solving the problem of provid-
ing the economy with investment resources. In the early
stages of the formation of the Ukrainian stock market, the

organized stock market performed a narrow and specific
function — it was one of the technical means in the process
of privatization of state-owned enterprises. Thus, a primary
market appeared in Ukraine, but only for the privatization
process, and the initial placement of shares did not actually
take place. Such a primary stock market does not provide
enterprises with real investment resources. Further liberali-
zation of Ukrainian economic policy and deepening global
integration necessitate a developed stock market [7].

Conclusions

Today, Ukraine has a capital market, regulated by the
National Securities and Stock Market Commission. Vari-
ous types of financial instruments are traded on the market.
According to the volume of trading in financial instruments
on operators of organized capital markets, more than 93% of
these instruments are held by government bonds. Analyzing
corporate securities, we can conclude that the turnover of
corporate bonds significantly exceeds the turnover of shares.

Thus, despite the presence of exchanges and regulators,
the capital market of Ukraine does not provide its main
function — attracting capital to the real sector of the econ-
omy, but serves to form the credit resources of the state.
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