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The types of investments used in the formation of the investment portfolio
were supplemented and expanded. The principles of formation and use of the
foundations of managing the investment portfolio of a commercial bank and the
purpose of its strategic management were studied and augmented. It is justified
that in the process of forming an investment portfolio in commercial banks,
their investment attractiveness growths, which also leads to an raise in financial
stability and makes it possible to increase their assets. It is noted that the efficiency
and profitability of using the investment portfolio depends on the quality of
performance of such functions of its management, namely: stabilization of the
bank profits regardless of the phases of the business cycle; reduction of credit risk
in the portfolio of bank loans; diversification of such loans taking into account
the geographical coverage of clients; maintaining the level of liquidity; using
a portfolio as collateral; insurance of banking activity against losses as a result of
changes in exchange rates and interest rates; ensuring the flexibility of the bank
portfolio of assets; increasing the financial indicators of the bank balance thanks to
the quality of securities. The main goal of the formation and use of the commercial
bank investment portfolio is determined, which is to ensure the implementation of
its investment strategy by selecting the most effective and safe investment projects
and financial instruments. It was established that the investment portfolio should
be formed considering their current profitability; rates of capital cost growth; the
risk of their value changing over time; financial instruments for managing such
a portfolio. It has been proven that the effectiveness of the formation and use of an
investment portfolio depends on the choice of its management strategy; influence
of internal and external factors; an innovative approach to the speed of reaction
of management personnel to such changes and the ability to constantly adjust the
strategic management process; getting out of crisis situations with the least losses
in the process of managing the investment portfolio.
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KuiouoBi ciioBa:

e(eKTHBHICTH, YIIPABITiHHS,
IHBECTHIIHHUHN TOPTQEIB,
IHBECTHIII1, PU3UK, AKTUBH,
cTpareriui i, GyHKIii,
MIPUHIUIIN, €TaIH, [iHHI Tanepu

JIONOBHEHO Ta PO3IIMPEHO BUAM I1HBECTHLIH, SKI BHKOPHUCTOBYIOTHCS HPH
(opMyBaHHI iHBecTHIIHHOTO TOpTdens JociHkeHo Ta pO3MIMPEHO MPUHINIH
(hopMyBaHHS Ta BUKOPUCTAHHS IPUHIIUIIIB yIIPaBIiHHS IHBE CTHIIHHUM TOPTheneM
KOMEPIIiHOTO OaHKY Ta METH CTpaTeriyHOro ympaBiiHHS HEUM. OOTpYHTOBAHO,
o B Tporieci (popMyBaHHS iHBECTHIIIHHOTO TOPT(dEs B KOMEPIIHHNX OaHKaxX
MiABHUIYEThCSA X IHBECTHIIHHA MPUBAOIMBICTh, MIO MPU3BOIUTH TAKOXK IO
3pocTanHs (piHAHCOBOI CTIMKOCTI Ta JAIOTH 3MOT'Y 301IBIIUTH X aKTUBHU. 3a3HAYCHO,
Mo eQpEeKTUBHICTh 1 JIOXIIHICTh BHUKOPUCTAHHS I1HBECTHIIHHOTO MOpTQEIs
3aJI©KUTh BiJl SIKOCTI BUKOHAHHsS TakuX (YHKIIH ynpaBiiHHS HUM, a came:
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crabimizaris mpuOyTKiB OaHKY HE3aJeXKHO Bif ()a3 MiTOBOTO MUKIY; 3HIKCHHS
KPeIUTHOTO PH3HUKY 3a TopTderneM OaHKIBCHKUX KpEAWTIB; OUBEepCcH]ikamii
TaKAX KPEIUTIB 3 YpaxyBaHHIM TeorpadiyHOTO OXOIIICHHS KII€HTIB; MiATPHIMKA
piBHS JIKBIIHOCTI; BUKOPHCTAHHS MOPTQENs B SKOCTI 3aCTaBH;, CTPaxXyBaHHS
0aHKIBCHKOT MisTTBHOCTI BiJl BTpaT y pe3yJabTaTi 3MiHM BAJIIOTHUX KYpPCiB,
MPOLIEHTHUX CTaBOK; 3a0e3IeYeHHs THYYKOCTI OaHKIBCHKOIO MOPT(elisi aKTUBIB,
MiJABUINCHHS (DIHAHCOBUX TMOKA3HUKIB OAHKIBCHKOTO OalaHCy 3aBISKH SKOCTI
IIHHUX TarnepiB. Bu3HaueHO TojoOBHY MeTy (OpPMYyBaHHS Ta BHUKOPHUCTAHHS
IHBECTUILIIHHOTO MopTdens KoMepIiiHOro 0aHKy, SIKOIO BHUCTYINaE 3a0e3reYeHHs
peasizanii 11 iHBecTHLIHHOI cTparerii nusixoM BigOopy HaiOUIBII e(eKTHBHUX
1 Oe3MeYHNX 1HBECTHLIHNX POEKTIB 1 IHAHCOBHX IHCTPYMEHTIB. BcTaHOBIIEHO,
10 iHBECTHLIMHUN mopT(hensb NOBUHEH (HOPMYBATHCS 3 ypaxyBaHHSAM MOTOYHOI
iX HOXITHOCTI; TEMITiB MPOPOCTY BAapTOCTi KaIliTaly, PU3UKY 3MIiHH IX BapTOCTi
B 4aci; (iHaHCOBHX IHCTPYMEHTIB YIIPaBIiHHS TakuM noptdeneM. JloBeneHo, mo
e(hexTUBHICTH POPMYBaHHS Ta BAKOPHUCTAHHS IHBECTHIIHHOTO IIOPTQEIIS 3aJIC)KHUTh
BiZI BUOOPY CTpaTerii ynpasiiHHSI HUM; BIUTUBY BHYTPIIIIHIX Ta 30BHINIHIX (hakTOPiB;
IHHOBAITIHTHOMY MiJIX0Ty IIBUAKOCTI peakilii ympaBIiHCHKOTO MEePCOHANy Ha TaKi
3MIHH 1 YMIHHIO ITOCTIHHOTO KOPEryBaHHS IPOLECY CTPATEriuyHOro yIpaBiiHHS;
BUXO/ly 3 KPU30BUX CHUTyalliil 3 HAHMEHIIUMH BTparaMH B IPOLECI YIPaBIiHHS
IHBECTHIIIMHUM MOPTQEIeM.

The purpose of the article is to develop theoretical
and methodological approaches to determining the types
of investments that should be included in the investment
portfolio; expansion of types, addition of stages and
principles of formation of such investment portfolios of
commercial banks in order to improve the efficiency of
their activities.

Analysis of recent researches and publications

The practical application of the system of measures to
increase the efficiency of investment portfolio management
involves researching the functions, principles and essence
of the investment portfolio, defining the expediency
and profitability of the results of its use, analyzing the
current state of the investment portfolio of a commercial
institution, as well as practical recommendations for
rising the efficiency of its management. Scientific works
of scientists and financiers are devoted to the question
of the formation and use of the investment portfolio
by commercial banks, namely: Androsova O.F. [1],

Bugai V.Z. [2; 3; 4; 5; 6; 7; 8], Harbar V.A. [9],
Harbar Zh. V. [9], Horbunova A.V. [2; 3; 4; 5; 6; 7; 8],
Lutsiv B.L. [10], Naumenko O.D.[12], Ozerchuk O.V.[11],
Slobodianiuk N.O. [12], Cherep O.H. [2; 3; 4; 5; 6; 7; 8].
In the conditions of the Russia-Ukraine war and after
the quarantine viral pandemic of COVID-19, there is an
urgent need for an in-depth study of the theoretical and
methodological foundations of the management of the bank
investment portfolio, and it also indicates the relevance
of the issues investigated in the article in a scientific and
practical sense.

The results

Depending on the established strategic goals, certain
types of investments should be included in the investment
portfolio (Fig. 1).

The study of scientific sources regarding the
establishment of the main types of investment portfolios
(Fig. 2) shows that there is a single opinion concerning
the following definitions: the portfolio of real investment

Types of investments to be included in the investment portfolio

Depending on the place of investent:

A 4

internal; external; direct; portfolio; international

By types of assets included in the investment portfolio:

\ 4

financial; real

By functional orientation:

A 4

gross; net capital investments

Depending on the specifics of production:

\ 4

elemental and technological; elemental and process; reproductive

Fig. 1 — Types of investments that should be included in the investment portfolio
Source: grouped and supplemented by the author on the basis of [13, p. 114]
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Fig. 2 — Types of investment portfolios

Source: grouped and supplemented by the author

projects is formed at the expense of real investment objects
of all types; the growth portfolio is formed at the expense
of investment objects that ensure the achievement of high
rates of capital growth (with high risk); the income portfolio
is made mainly at the expense of investment objects that
provide the accomplishment of high rates of income growth
(for which the level of risk is also quite high); a balanced
portfolio is characterized by the full implementation of
the goals of its formation by selecting investment projects
or financial investment instruments that most fully meet
these purposes; an unbalanced portfolio is specified by the
inconsistency of the composition of its investment projects
or financial investment instruments with the goals of its
formation; conservative portfolio contains the least number
of risks, implies a smaller profit; aggressive one is suitable
for people who are not afraid to take risks; measured is
a portfolio in which both indicators — stability and risk —
take equal shares.

An investment portfolio is the tool by which the investor
is provided with the optimal ratio of profitability and
investment risk. Since all financial investments (securities)
differ in terms of profitability and risk, their possible
combinations in the portfolio change these characteristics,
and in the case of their optimal combination, it is possible to
achieve a significant reduction in the risk of the investment
portfolio. The principle of diversification is well-known
in the formation of an investment portfolio, according
to which an increase in the number of types of securities
included in the portfolio, leads to a decrease in the risk of
this portfolio.

The main goal of forming the investment portfolio of
a commercial bank is to ensure the implementation of its
investment strategy by selecting the most effective and
safe investment projects and financial instruments. Taking
into account the chosen strategy of the development of
a commercial bank and the features of investment activity,

the specific goal of forming an investment portfolio can be
to ensure: high rates of capital growth; high rates of income
increase; minimization of investment risks; sufficient
liquidity of the investment portfolio.

The formation of the investment portfolio is carried
out after ensuring the prerequisites for investing, namely:
satisfaction of life needs (of a legal entity or an individual);
formation of a minimum reserve of cash on the account or
liquid assets in case of an acute need for cash; provision of
insurance against accidents and other contingencies.

The analysis of scientific works [14; 15; 16; 17, etc.],
devoted to the problem of determining the main stages of
the formation of an investment portfolio in accordance with
the needs of a commercial bank, allows us to distinguish
several key stages: determination of investment goals
and type of portfolio; definition of portfolio management
strategy; analysis of securities and formation of
a portfolio; assessment of portfolio efficiency; portfolio
revision (Fig. 3).

In Figure 3, the first stage of the formation of the
investment portfolio of a commercial bank is the definition
of investment goals, which is primarily related to the need
to define portfolio tools. Before setting investment goals, it
is necessary to determine: for an individual — the required
level of income after retirement, for a legal entity — the
stability and sustainability of one’s financial position in
the long term. The main goals can be, in particular, the
safety of investments, their profitability, capital growth.
The priority of certain goals determines the type of
portfolio [18, c. 58].

At the second stage of the formation of the commercial
bank investment portfolio, it is necessary to determine
the portfolio management strategy (active or passive;
own management or transfer of the portfolio to trust
management; portfolio management technologies and rules
for making decisions about buying and selling securities).
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‘ Stages of formation of the investment portfolio of a commercial bank

_,‘ I Stage H determination of investment goals, type of portfolio;
,[ II Stage ]_[ definition of portfolio management strategy;
"‘ IIT Stage H analysis of securities and formation of a portfolio;

’[ IV Stage ]_[ assessment of portfolio efficiency;

_,‘ V Stage

H portfolio revision.

Fig. 3 — Stages of formation of the investment portfolio of a commercial bank

Source: grouped by the author

The third stage of portfolio formation involves the
analysis of securities and their acquisition. The success
of investments depends entirely on information about the
future profitability of certain stocks. Stock exchange rates
almost instantly reflect everything that happens in the most
remote corners of the world. When Los Angeles imposes
legal restrictions on the activities of tobacco companies,
it affects the prices of cigarettes around the world. If there
is an explosion at oil refineries in Brazil, the share price
of English chemical companies, which are only benefited
because of this misfortune, immediately soars [19, ¢.123].

The fourth stage of the securities portfolio management
process (assessment of portfolio efficiency) is related to the
periodic evaluation of the portfolio performance from the
point of view of the actual income received and the risk to
which the investor was exposed, and the comparison of the
obtained results with the goals of the client (investor). For
this purpose, indicators of profitability and reliability of the
portfolio are calculated and compared with the accepted
criteria of its efficiency.

The last, but no less important stage of the formation
of the investment portfolio of a commercial bank in fig. 3,

the revision of the portfolio is indicated in order to remove
contradictions with changes in economic circumstances
that do not depend on the bank.

During the formation of an investment portfolio,
commercial banks should determine the priority goals
of investment activity, since to a large extent the specific
purposes of the organization of an investment portfolio
are alternative. In turn, the established goals can be
used as a basis for defining indicators when forming
a portfolio [20, c. 121].

Formation of the investment portfolio of a commercial
bank is based on five principles (Fig. 4).

The principle of ensuring the implementation of the
investment strategy follows from the continuity of long-
term and medium-term planning of investment activities of
a commercial bank and the subordination of medium-term
planning tasks to long-term strategic goals. The goals of the
formed portfolio of a commercial bank must be correlated
with the purposes of its investment strategy.

The principle of ensuring compliance of the portfolio
with investment resources means the need for a strict
correlation of the total capital intensity selected for the

Principles of investment portfolio formation of a commercial bank

A 4

ensuring the implementation of the enterprise investment strategy;

A 4

providing compliance of the portfolio with investment resources;

A 4

optimization of the ratio of profitability and risk;

»| optimization of the ratio of profitability and liquidity;

A 4

ensuring portfolio management

Fig. 4 — Principles of investment portfolio formation of a commercial bank

Source: grouped by the author
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portfolio of instruments and objects with the amount of
available investment resources. The implementation of this
principle determines the limited possibilities of financing
the objects selected for the portfolio [21, ¢.58].

The principle of optimizing the ratio of profitability
and risk is related to specific priority goals of portfolio
formation. Optimal proportions between risk and income
indicators are achieved through portfolio diversification.
The principle of optimizing the ratio of profitability and
liquidity also determines the necessary proportions between
these indicators, based on the priority goals of forming an
investment portfolio. At the same time, the optimization
should take into account ensuring the financial stability and
current solvency of the commercial bank.

The regulation of providing portfolio management
means the need to consider the capabilities of the
personnel of a commercial bank for operational portfolio
management, its monitoring, auditing and the necessary
reinvestment of funds.

Based on the direction and scale of investment activity,
the investment portfolio of a commercial bank includes
a portfolio of capital investments (real investment projects)
and a portfolio of securities (Fig. 5).

The formation of a portfolio of capital investments
can act as a kind of typical model of making investment
decisions, which is inextricably linked with the internal
environment of a commercial bank. It is the view of the
formation of the portfolio as a process of making investment
decisions that fit organically into the internal environment
of a commercial bank, which allows us to consider ideas
about capital investments arising from employees of
a commercial bank at different levels of management as
potential investment projects to be implemented. It is
important to emphasize that all investment projects are
potentially intended for inclusion in the portfolio and
should not contradict the strategic plans of the commercial
bank, because they determine the general direction of the
bank activities [22, c. 15].
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The formation of a portfolio of capital investments
includes three main stages:

1) search for projects (allows to create a solid database
of projects ready for processing, evaluation and analysis);

2) formulation, initial assessment and selection of
projects (necessary information is prepared to obtain a clear
formulation ofthe project (for example, technical information,
notes on supplier prices, marketing research, etc.);

3) analysis and final selection of projects for the
portfolio (a final decision is made on whether money will
be invested in investment projects chosen for the portfolio).

Conclusions

It was established that the level and efficiency of
strategic management of a commercial bank directly
depends on the complete compliance with the principles of
profitability, safety of investments, growth of investments
and the possibility of quick and painless conversion
of securities.

Investors are constantly forced to make various
decisions. In some cases, this choice may not affect the
further fate of his case, in others, everything may depend
on it. In order to make an informed decision, an investor
must have certain experience, knowledge and information.
However, this is not always possible, so they have to
take risks.

Commercial banks are increasingly faced with the
problem of forming an optimal investment portfolio. First
of all, this is due to the appearance of a large number of
issuers on the Ukrainian market. Under such conditions,
it becomes increasingly difficult for commercial banks
to make the right decisions and not to make mistakes by
investing in a commercial bank that in the future will
refuse to fulfill its own obligations, that is, declare default.
In addition, the investment activity of commercial banks is
somewhat limited by the regulations of the National Bank
of Ukraine, and its requirements cannot but be taken into
account when managing the bank investment portfolio.

The composition of the investment portfolio of a commercial bank

'

v

Portfolio of capital investments

Portfolio of securities

ensures high rates of development of
the commercial bank, creation of
jobs, maintenance of a high image
and state support of the commercial
bank investment activities.

v v
The formation and The portfolio formation
implementation of the portfolio | | mechanism is focused on the

investor's priorities, namely: capital
preservation and its  growth,
obtaining of higher income, access to
property, scarce products, services,
etc.

Fig. 5 — The composition of the investment portfolio of a commercial bank
in accordance with the direction and scale of investment activity

Source: supplemented by the author on the basis of [15, p. 201]
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