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The article examines the current state of Ukraine's financial market amid socio-economic and military
instability. The impact of the National Bank's monetary policy — particularly the key interest rate — on
inflationary processes, lending, and the currency market is analyzed. The banking sector is assessed
through asset dynamics, and the volume of trading on organized exchange platforms is reviewed.
Structural issues of the stock market are identified, including low financial literacy among the
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Y cmammi 30ilicHeHO KOMMAIEKCHUU aHasli3 Cy4acHo20 cmaHy (hiHaHC0B020 PUHKY YkpaiHu 8 yMosax
coyia/lbHo-eKOHOMIYHOI ma Bilicbk0BOI HecmabinbHOCMI 3 aKUeHMOM Ha BI/IUB Peay/ISIMOopHOI Mofi-
muku HayjioHasibHo20 6aHKy Ykpaitu (HBY). Ocobnusy ysazy npudineHo posi HBEY sik k408020
iHcmumyuyitiHo20 y4acHuUka, ujo chopMye MOHemapHi yMoBuU, SIKi Bu3Ha4yaromb AUHaMIKy 6aHKIBCbKO20
ma ¢hoHA0B020 PUHKY. [JOC/IOXKEHO, 51K 3MIHU 06/1IKOBOI CMasKu, Ba/IlOMHe peay/iloBaHHsi ma no/imuka
3 ynpas/iHHSI 2POLUOBOH MAaCcoK BM/IUBAIOMb HA PiBEHb iHGhASAYIT, akmuBHICMb 6aHKIBCLKO20 Kpeoumy-
BaHHSI, /KBIOHICMb GaHKIBCbKUX yCMaHoB, @ MakoX Ha iHeecmuuyiliHy npusabausicms ¢hiHaHCOBUX
iHcmpymeHmi8 Ha hoHO0BOMY PUHKY. [poBeOeHO OUiHKY BaHKIBCLKO20 CEKMOpPY Ha OCHOBI QUHaMIKU
aKkmusig ma 3MiHU cmpykmypu 30608'si3aHb, y KOHMEKCMI pe2yassmopHux sumoa HBY wjodo niamo-
CMPOMOXHOCMI, pe3epsyBaHHsl ma yrpas/iHHs pusukamu. poaHani308aHO meHAeHYii Ha opaaHi3o-
BaHUX 6ipxoBuX MalidaHYUKax, BK/IHOHar4u 06csiau mopeais, Cmpykmypy iHsecmopis ma srn/iug obme-
XeHb, 3anposadxeHux HEY, Ha sa/momHi ma ¢hoHOo8i onepayii. BusisneHo cmpykmypHi npobiemu
(hOHO0B020 PUHKY, M0B'A3aHI 3 HEAOCMamHbLOK MIOMPUMKOIO 3 BOKY peayasmopa 8 YaCmuHi cmumy-
J1H0BaHHS1 eMICItIHOI akmuBHOCMI, PO38UMKY Gip)0BOI iHghpacmpykmypu ma iHemumyyitiiHo2o iHsecmy-
BaHHs1. Okpemul PO30isT MPUCBSIYEHO Yughposili mpaHcghopmayii hiHaHCOBO20 CEKMOPY, BK/KOHYAKYU
iHiyiamusu HBY wjodo 8rposad)eHHs1 Yughposol epusHi, pO3BUMKY cuCmMeMU e/IeKMPOHHUX n1ame-
Xig ma niompumKu iHmezpayii 6ipxosux iHCMpymeHmis y MobinbHI b6aHKiBCbki dodamku. O6IpyHMo-
BaHO HEOOXIOHICMb M02/IUG/IEHHS pe2yIIMOpPHO20 diasoay, yOOCKOHa/IeHHs] HOPMamUBHO-MPasoBo20
cepedosuwya ma peasnizayii KOMMIeKCHUX pechopm 07151 cmabinizayii puHKY, miosuweHHs1 dosipu 00
¢hiHaHcoBUX HCMUMYYIl | cMBOPEHHST yMOB 071 CmMasio20 po3BUMKY 6aHKIBCbK020 ma (hoHA0B020
ceameHmis. BuokpemneHi nepesaau iHmezpayii bipxosux onepauiti 8 6aHKIBCbKI OH/1aliH-M1amgopmu
ma HadaHul po3wupeHul ix aHani3. [JosedeHo, wjo iHmezpayis bipxosux onepayili y yughposi baHkis-
CbKi 000amku B6a4aeMbCsi 0OHUM i3 MEPCIEKMUBHUX HANpPsiMiB BIOHOB/IEHHST (hOHA0BO20 PUHKY YKpa-
JHU, Wo dacmb 3Moay 3abe3nedumu 00CmYynHiCMb iHBeECMUYU, CmuMy/I8amu (hiHaHCcoBY iHK/I03it0
ma 3a/1y4umu 8HympiLUHIl | 308HIWHIL kanimar.

KniouoBi cnoBa: ¢hiHaHcoBul PUHOK, b6aHKiBCbKull cekmop, 6ipxa, obnikosa cmaska, iHhsyis,
OBAI, yughposa mpaHcghopmayisi, iHsecmuyii, HBY, hoHA0BUU pUHOK YKpaiHu.

Formulation of the problem. The financial market
is one of the unique phenomena in the economy. In
the process of creating this work, the author studied
numerous papers by both foreign and domestic
economists, yet a clear and universally accepted
definition of this concept remained undetected. The
financial market is a vital component of the financial
system, where financial assets such as money,
securities, and other financial instruments are
exchanged. This sphere serves as a platform for the
meeting of capital supply and demand, where market
participants — such as investors, banks, households,
companies, and government institutions — conduct
transactions involving the purchase, sale, exchange,
and management of financial resources. Various
operations take place in the financial market, including
investing in securities, opening bank accounts, making
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credit agreements, and raising capital. Moreover, it
plays a key role in determining asset prices, the value
of money, and the regulation of risk levels.

One of the main factors shaping the overall
picture of the financial market is the key interest
rate. This important policy instrument is used by the
NBU to regulate borrowing and spending levels in
the economy. The key rate affects the cost of loans
provided by banks, as well as the deposit rates they
offer. An increase in the key rate usually leads to
higher loan costs and increased interest rates on
deposits, which in turn restrains consumer spending
and investment. Conversely, lowering the policy rate
stimulates economic activity by making loans cheaper
and more accessible. Such changes influence total
demand and supply in the market, as well as inflation,
which the NBU seeks to control.
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The research objective. The aim of this article
is to analyze the financial market of Ukraine during a
period of instability, focusing on the banking sector,
stock exchange, currency market, money market,
and inflation.

Analysis of the latest research and publica-
tions. In the scientific literature of the past decade,
increasing attention has been paid to the processes
of digital transformation of financial markets,
particularly in post-crisis economies. In the works of
both domestic and foreign researchers, the role of
financial technologies (FinTech) is outlined as a key
tool for the modernization of the banking sector and
the stock market. It is noted that the integration of
digital banking services with access to exchange-
traded instruments represents a promising direction
for expanding financial inclusion, especially in
countries with underdeveloped market institutions.

The works of Gomber [8], Philippon [6], and
Zetzsche [9] discuss the impact of FinTech solutions
on the transformation of the structure of financial
services, reduction of transaction costs, increased
transparency of financial markets, and the lowering of
entry barriers for retail investors. Particular attention
is given to the integration of banking applications
with brokerage platforms and the expansion of user
capabilities within a single digital environment.

Studies by the World Bank, the International
Monetary Fund, and the Organization for Economic
Co-operation and Development also emphasize
the role of digital financial services in ensuring
macroeconomic stability, enhancing the investment
attractiveness of developing countries, and increasing
domestic capital.

The issue of digitalization risks is actively
discussed in the works of Aristova [4], Zinchenko [3],
and Demirguc-Kunt, who emphasize the need for
government regulation in the areas of digital security,
personal data protection, and financial literacy.
Particular attention is given to potential challenges
related to the rise of cybercrime, digital inequality
among the population, and the risks of excessive
financial autonomy among inexperienced investors.

Statement of main research material. The NBU
Board has decided to increase the key interest rate
to 15.5% per annum and adjust the parameters of
the operational framework of the interest rate policy.
These decisions aim to maintain the attractiveness of
savings in UAH, preserve the stability of the currency
market, and keep inflation expectations under control,
thereby enabling inflation to return to a sustainable
downward trajectory toward the 5% target. The NBU
stands ready to take additional monetary measures
if risks to price dynamics and inflation expectations
further intensify.

Inflation at the beginning of the year continued to
rise as expected, partly due to the intensified impact
of fundamental factors.

In January, inflation accelerated to 12.9% year-
on-year. According to the National Bank of Ukraine’s
estimates, it continued to rise in February. The
acceleration of consumer inflation was primarily driven
by temporary factors. These trends were expected
and generally aligned with the NBU’s forecast. At the
same time, the influence of fundamental inflationary
factors intensified due to the ongoing pass-through
of increased costs for enterprises related to energy
resources and labor, as well as the persistence of
relatively strong consumer demand. As a result, core
inflation rapidly accelerated, exceeding forecasted
estimates, especially in the “services” component.

Inflationary and exchange rate expectations of
economic agents showed mixed dynamics but overall
remained relatively stable. This was supported
by the NBU’'s previous measures to maintain
currency market stability and protect UAH savings
from inflationary depreciation. These measures
contributed to a reduction in the net purchase of
foreign currency by businesses and households in
February, as well as sustained demand for UAH tools
for savings. Moreover, inflation expectations among
the population improved at the beginning of the year.
At the same time, search query statistics indicate that
attention to the topic of inflation remains high. Against
the backdrop of a potentially prolonged period of
elevated inflation rates, this could negatively affect
inflation expectations and strengthen the persistence
of price pressures.

The NBU’s measures will contribute to reducing
inflation to the 5% target over the policy horizon.
Inflation will continue to rise in the coming months
due to the ongoing impact of last year's poor harvests
and increased production costs for businesses. At
the same time, the measures taken by the NBU to
tighten monetary policy will help contain underlying
price pressures, while the arrival of new harvests in
the summer will slow down the rise in food prices.

Thanks to the NBU’s measures and the gradual
fading of temporary inflationary drivers, inflation is
expected to return to a downward trajectory in the
second half of the year and decline to a single-digit
level at year-end. Over the policy horizon, inflation
will decrease to the target level of 5%.

The expected volumes of external support will
be sufficient to finance the budget deficit without
monetary emission and to maintain stability in the
foreign exchange market. International support for
Ukraine remains in place. The G7 countries have
transferred the first tranches of assistance to Ukraine
under the ERA Loans program — a loan backed
by revenues from immobilized Russian assets. In
late February, Ukraine also reached a staff-level
agreement on the seventh review of the Extended
Fund Facility with the IMF.

Risks to the adequacy of international financing
remain balanced. The confirmed volumes of external
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support for this year should be sufficient to finance
the budget deficit without monetary emission and to
maintain an adequate level of international reserves.
This will allow the NBU to continue ensuring stability
in the foreign exchange market and to keep inflation
and exchange rate expectations under control.

The key risk to inflation dynamics and economic
development remains the course of the full-scale war.
The war continues. Russian aggression continues to
pose risks of further decline in economic potential,
particularly due to the loss of people, territories, and
production capacities. The speed of the economy’s
return to normal functioning will depend on the nature
and duration of the hostilities.

At the same time, geopolitical uncertainty has
increased. This amplifies the risks caused by Russian
aggression, including the following:

1. The emergence of additional budgetary needs,
primarily to maintain defensive capabilities.

2. Further damage to infrastructure, especially
in the energy sector, which will constrain economic
activity and exert upward pressure on prices due to
increased production costs.

3. Worsening migration trends and a further
widening of the labor shortage in the domestic labor
market.

In addition, the risks of less favorable external
economic trends than currently expected have
increased, particularly due to further geopolitical
polarization of countries and the corresponding
fragmentation of global trade.

However, positive scenarios may also materialize.
These are primarily linked to increased financial
support from partners (including using the principal
amount of immobilized Russian assets) and the
international community’s efforts to ensure a just
and lasting peace for Ukraine. Further acceleration
of European integration processes and infrastructure
reconstruction, including in the energy sector, is also
possible.

To maintain the stability of the foreign exchange
market, keep expectations under control, and grad-
ually bring inflation to the 5% target over the policy
horizon, the Board of the NBU decided to increase
the policy rate by 1 percentage point to 15.5%.

Previous measures by the NBU to tighten interest
rate policy have halted the downward trend in rates
on UAH deposits, while rates on UAH bonds profits
have responded quite actively to the key policy rate
increase. This has supported demand for local-
currency bills. At the same time, additional tightening
of monetary conditions is necessary to reverse the
inflation trend.

Starting from March 7, 2025, the NBU is raising
the key policy rate and the rates on its operations with
banks by 1 percentage point, in line with the January
forecast. Under conditions of sustained stability in the
foreign exchange market, this step will help continue

Bunyck 85. 2025

supporting demand for local-currency bills for savings,
maintain controlled inflation expectations, and limit
price pressures.

Additionally, to enhance the attractiveness of
savings in UAH, the NBU is making changes to the
operational design parameters of its interest rate
policy. Thus, starting from April 4, 2025:

1. The bid-ask spread between the key policy rate
and the rate on three-month deposit certificates will
increase by 1 percentage point.

2. The bid-ask spread between the key policy
rate and refinancing loan rates will also increase by
1 percentage point.

3. Banks’ ability to place funds in three-month
deposit certificates will be expanded based on their
success in growing the portfolio of UAH deposits from
households with terms longer than three months over
the past 12 months (the multiplier will increase from
310 3.5).

The NBU stands ready to take additional measures
if risks to price dynamics and inflation expectations
intensify further.

Strongerthan expected pressure from fundamental
factors and higher inflation risks increase the threat
of worsening inflation expectations and a prolonged
persistence of inflation at high levels. This, in turn,
raises the likelihood that the shift to a cycle of key
policy rate cuts will occur later than forecasted in
the January macroeconomic forecast. Moreover,
if inflation risks continue to rise, the NBU will not
hesitate to further tighten its interest rate policy.

The increase of the key policy rate to 15.5% per
annum was approved by the decision of the NBU
Board dated March 6, 2025, Ne75 “On the Key Policy
Rate”, which came into force on March 7, 2025.

Changes to the operational design parameters
of the interest rate policy have been made by the
decisions of the NBU Board:

1. Ne76 “On the Establishment of Rates for the
National Bank of Ukraine’s Permanent Access
Instruments”.

2. Ne 77 “On the Establishment of the Rate for
Operations Involving the Placement of Limited
Deposit Certificates of the National Bank of Ukraine”.

3. Ne78 “On the Establishment of Parameter
Values for Calculating the Maximum Volume of
Limited Deposit Certificates of the National Bank of
Ukraine that a bank can purchase”.

Domestic government bonds are among the safest
investment tools and are therefore a popular method
of preserving capital [1]. The total volume of domestic
government bonds in circulation significantly increased
from UAH 1,050 billion in 2021 to UAH 1,379 billion
in 2022. In 2023, this figure reached approximately
UAH 1,780 billion [11]. These figures may indicate a
demand for government securities due to their stability
and widespread availability. Another possible factor is
the lack of similarly reliable investment options. One
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of the factors contributing to the increase in the vol-
ume of domestic government bonds is the Ukrainian
Government's use of funds raised through domes-
tic government bonds auctions to finance military
efforts. According to data from the NBU Depository,
in 2023 alone, the Ukrainian Government raised UAH
401,785.1 million through domestic government bonds
auctions [8]. The increase in the issuance of domestic
government bonds may become a positive factor for
the development of the Ukrainian economy, as the pur-
chase of government securities allows both domestic
and foreign investors to contribute to economic growth
and help ensure the country’s defense stability. But an
increase in the amount of the state's debt to creditors
can lead to mistrust and uncertainty among investors.
To manage these factors, it will be essential for govern-
ment authorities to maintain the timeliness and reliabil-
ity of their debt repayments. Thus, during the period
from 2021 to 2023, significant changes took place in
the structure of the financial market, driven by adap-
tation to martial law. Factors such as the key policy
rate, the state budget deficit, and the size of the bank-
ing sector to some extent reflect the financial market's
dependence on the overall economic environment.
The consequences of such changes can be consid-
ered negative, as the reduction in the number of banks
and the increase in the key policy rate reduce the effi-
ciency of the financial sector. However, it should be
noted that at the same time, these measures provide
opportunities to preserve the country’s economy.

The key players in Ukraine’s financial market are
banks. This situation has emerged as a result of com-
plex historical anomalies and the need to preserve
essential components of the economy. In 2023, banks
focused on combating inflation. Despite the challeng-
ing economic conditions, inflation was successfully
reduced to 11.3%, which is more than twice as low as
in 2022, when it stood at 26.6%. These improvements

are the result of cohesive and well-coordinated efforts
within the banking sector, creating favorable condi-
tions for the development of the financial market [10,
p. 1]. Bank assets are significant indicators of the
financial market's efficiency. They include financial
resources and property owned by the bank, which
are used to conduct operations and make a profit.
These assets consist of issued loans, investments,
cash, account balances, as well as other tangible and
intangible assets. The main objective of asset man-
agement is to ensure the stability and profitability of
banking activities.

Analyzing Table 1, we can see that in 2023, the
volume of assets held by solvent banks increased by
12.7%. Asignificant factor in this growth was the three-
month deposit certificates of the NBU, especially in
state-owned banks, as well as domestic government
bonds. Key indicators, such as loans issued and
loans to business entities, showed slight but positive
changes. In contrast, loans to individuals decreased
significantly, which may be a consequence of the war-
time crisis and the emigration of part of the population
abroad. Reserves for active operations increased,
indicating reduced costs and adaptation to wartime
conditions. Notably, the net UAH corporate loan port-
folio showed steady growth for the fourth consecutive
month as of October, following a prolonged decline.
By the end of 2023, the volume of this portfolio had
increased by 4.8%. Meanwhile, the foreign currency
corporate loan portfolio declined, decreasing by 1.3%
in dollar equivalent.

The second important trading organizers are stock
exchanges. Despite their relatively small overall con-
tribution to the state budget, they remain a signifi-
cant tool in the functioning of the economy. The main
players in the exchange services are three stock
exchanges: PFTS, Perspektiva Stock Exchange, and
the Ukrainian Stock Exchange.

Table 1

Dynamics and composition of banks' assets for 2021-2023 (UAH million)

Year | Assets (all) | Granted loans Loanset&ittei(‘:;;nomlc inLo‘I)iS?dsugi s Credit operations reserves
2021 1822814 963664 752503 199556 375459
2022 2053928 1065347 795513 242633 278774
2023 2353592 1036129 801327 209944 368091

Source: formed according to the NBU

Table 2

Dynamics of trading volumes on the operators of organized capital markets during
2021-2023 (million UAH)

Period PFTS Persg:(l:(rtigl:gitock Ukrainian Stock Exchange
2021 221543,78 217113,06 13290,61
2022 83974,32 61240,43 15416,82
2023 274684,7 146978,9 14768,6
The growth rate 2021-2023 24% -32% 11%

Source: formed according to the NBU
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Analyzing the data from Table 2, we observe a
sharp decline in trading volumes in 2022 on the two
largest trading platforms—by more than twice. This sit-
uation may be due to the impact of significant market
fluctuations on major financial actors and the partial
incompetence of the stock exchange at the onset of
the full-scale invasion. Nevertheless, similar to the
banking sector, the exchange market began to nor-
malize trading in 2023, which gives hope for future
prospects. In 2023, PFTS — one of the oldest stock
markets in Ukraine — played an important role on
the Ukrainian securities market. The stock exchange
continued to operate actively, providing electronic
trading services. Between 2021 and 2023, it dem-
onstrated significant growth, in contrast to the other
two stock exchanges. Its trading system covers sev-
eral market segments, including the “Orders Market”.
the “Order-Driven Market”, and the REPO market.
PFTS also conducts auctions for the Guarantee Fund
deposits of individuals and the Initial Public Offering
(IPO). This level of diversification allows for a higher
volume of transactions, which sets it apart positively
from other participants in the exchange market.

The first major challenge facing the modern finan-
cial market is the external factor of war. Regardless of a
system'’s effectiveness and stability, no system can fully
withstand such extreme pressure. Key problems related
to the war include budget constraints and the occupa-
tion of territories, but there are also a number of factors
that the population itself can influence. A significant fac-
tor that the economy faces during difficult times is panic.
Panic among the population and businesses can lead
to mass withdrawals of deposits, worsening the liquid-
ity of the banking system. People begin to seek more
stable currencies and assets to preserve their savings,
which puts additional pressure on the national currency
and financial institutions. The lack of awareness and
social responsibility largely serves as a catalyst for prob-
lems faced by government bodies. Panic also affects
the investment climate in the country. Investors, fear-
ing uncertainty and risks, withdraw their investments
and freeze new projects. This leads to a decrease in
the inflow of foreign capital, which is critically important
for the economy, especially during wartime. In addi-
tion, panic among the population can be exacerbated
by rumors and misinformation spread through social
media and other media outlets. This creates additional
pressure on state institutions, which are forced to spend
resources combating information attacks instead of
focusing on stabilizing the economy. Another significant
factor in the challenges facing the banking and financial
system is poor organizational management, caused by
the excessive opening of branches and a focus on offline
customer service. 33 According to the Wikipedia portal:
“At the beginning of 2022, there were 6,680 branches,
but by the end of the year, only 5,331 remained” [10],
which is a negative indicator. The excessive opening
of physical branches leads to significant expenses for
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renting premises, paying staff salaries, and other opera-
tional costs. In today’s world, where digital technologies
are rapidly evolving, such a business model is becom-
ing increasingly inefficient and economically unviable.
Banks that continue to rely on offline services are losing
competitiveness compared to those actively implement-
ing digital solutions. Furthermore, a focus on offline ser-
vice limits access to banking services for many clients,
especially those living in remote or dangerous areas.
This reduces the potential client base and lowers the
efficiency of banking operations. In times of war and
economic instability, this approach becomes even less
viable, as many branches are forced to close or limit their
operations. Poor organization of banks is also evident in
the insufficient attention given to the development and
maintenance of online services. Many banking institu-
tions lag behind in implementing modern technolo-
gies such as mobile banking, online consultations, and
automated payment processing systems. This creates
inconvenience for customers, who increasingly expect
fast and seamless access to their finances through digi-
tal platforms. A major issue remains the customer sup-
port system and the provision of qualified information
from specialists.

Yes, professional market participants are well-aware
of how to manage banking services both online and
offline. However, public financial literacy is shaped by the
experience of the average user. Today, bank branches
are filled with people of all age groups who often require
assistance with even basic issues. This situation has
arisen due to the systematic neglect and lack of public
engagement with banking services. Regardless of the
nature of your occupation, the benefits or potential of
banking services cannot generate demand without a
fundamental understanding of the concept.

The situation in the stock market is even more dire.
Ukraine’s stock market is virtually a dead phenom-
enon — remote from the average citizen and of little
interest to the state. In recent years, the sale of stocks
and bonds has accounted for no more than ten percent
of the total turnover on the stock exchange, while other
tools don't even reach one percent. The reason for this
failure lies in the state’s long-standing lack of interest
in developing this sector, which has led to a range of
consequences. The first is the lack of sufficient institu-
tions for training specialists. Today, only a few univer-
sities offer educational programs that cover this field.
The shortage of experienced professionals makes it
impossible to get the market moving and accelerate
trading processes, as the lack of experts undermines
all efforts to stimulate activity. The second reason is the
structure of trading itself. This area is inherently asso-
ciated with risk and potential losses during the invest-
ment process. Due to their inexperience, citizens tend
to perceive the stock market as a lottery. In a context
of low personal savings among the population, invest-
ing is often viewed more as a gamble than a serious
source of income.
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A third important factor is the insufficient protection
of the rights of stock market participants. For decades,
legislation intended to limit the influence of major share-
holders (majority stakeholders) has remained virtually
unchanged. This may be due to the lack of sufficient
political or legal pressure to implement necessary
reforms. Under such conditions, large shareholders can
exert significant influence over the market, potentially
violating the rights of minority shareholders and creating
a dangerous environment for market operations. With
access to a substantial volume of securities, majority
shareholders can control the market by spreading infor-
mation about buying or selling stocks, extracting prof-
its from companies, and executing strategies aimed at
eliminating competitors.

The one way to prevent the abuse of shareholder
power is to establish effective regulation and oversight
by government authorities and market regulators. This
may include introducing limits on the percentage of
shares a single shareholder can own, as well as enforc-
ing rules on disclosure and transaction transparency.
Another approach is to implement stronger protections
for minority shareholders. Currently, the protection pro-
cess operates on a “lose-and-pay” basis, shifting the
burden of responsibility onto smaller market participants.
Challenging adverse outcomes is typically a lengthy
process and, in most cases, falls entirely on the affected
party. Regulatory bodies are often reluctant to engage in
labor-intensive investigations or to actively seek out vio-
lations. Such a stock market climate creates a negative
environment for financial activity, as it limits opportuni-
ties for the development of small market participants —
both issuers and investors. These conditions deter for-
eign investors from considering the national market as
a viable investment option, which ultimately can reduce
international interest and narrow market activity down to
the circulation of government bonds only.

One of the primary strategies for ensuring financial
market stability is reducing the impact of panic and nor-
malizing the psychological state of the population. This
can be achieved through a series of measures:

1. Improving financial literacy: Educating the popula-
tion on the basics of financial knowledge can help indi-
viduals better understand financial markets and reduce
impulsive reactions to market fluctuations.

2. Strengthening trust in financial institutions:
Transparency in the operations of banks and other
financial entities, along with effective communication
with clients, can reassure the public and mitigate panic-
driven behavior.

3. Financial Stress Index: Utilizing indicators such
as a financial stress index can help measure tension
levels in the financial sector and assess the effective-
ness of crisis response measures [14].

Another method for improving the efficiency of the
financial system is the reorganization of the banking
trade process. A response to the above-mentioned
issue of market oversaturation with physical branches is

the approach taken by the currently popular “Universal
Bank”, more commonly known as “Monobank”. In recent
years, it has demonstrated unprecedented activity and
productivity, which has shaken the entire banking sec-
tor. The key feature of its operations is the absence of
physical branches.

In the context of military instability, this approach
played a significant role in reducing losses and
expenses during the recovery after the first months of
the war. Such a concept raises the idea of reducing the
number of bank branches across all banks in Ukraine.
The main advantages of this model include:

1. No expenses for construction, rent, or mainte-
nance of premises.

2. Smaller staff size and lower personnel costs.

3. The possibility of offering higher salaries due to
the reduced number of employees.

4. Elimination of the risk of attacks, destruction, or
damage to bank property as a result of military aggres-
sion.

5. Fast registration processes and the ability to
receive services online without visiting a physical
branch.

The disadvantages of this model include:

1. Lack of physical contact when needed.

2. Difficulty in use for older people.

3. Public distrust due to the absence of direct inter-
action with bank staff.

4. Risk of service disruption in the event of cyber-
attacks.

It is also important to highlight a fundamentally
new marketing approach within the banking sector.
Unlike the conservative and rather outdated 37 meth-
ods of other banks, Monobank promotes a strategy
centered around modern trends. An example of this is
its active collaboration with popular Ukrainian celebri-
ties, the creation of unique card designs, the introduc-
tion of interactive characters, and the development of
its own branded merchandise such as stickers and
innovative app features [7].

This style of banking also sheds light on another
major issue — the public’s distrust of the financial sector.
In the banking sphere, this is reflected in the relatively
low volume of lending and credit card usage compared
to other European countries and the United States. The
perception of government institutions as unreliable and
corrupt has been deeply rooted due to the legacy of the
Soviet past and the instability of the 1990s. In Ukraine,
loans are often viewed as a negative phenomenon or
a last resort, while investment deposits are seen as
scams or potential financial losses.The key task of the
banking sector today is to build trust among users, moti-
vate them with attractive offers, and introduce simple,
digitalized, and interactive mechanisms for accessing
financial services [7].

In modern conditions of financial system transforma-
tion, one of the key factors in the development of the
stock market sector is its accessibility to the general
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population. The effective functioning of the stock mar-
ket requires innovative approaches to user engage-
ment, among which the integration of stock trading
operations into the online applications of banking
institutions appears to be a promising solution.

Given that Ukraine’s banking sector is dominant
within the financial system and the level of develop-
ment of digital banking services has reached high
standards, it seems reasonable to leverage this poten-
tial to stimulate investment activity among the popu-
lation. Such an approach could serve as a powerful
catalyst for the modernization of the stock market and
contribute to the overall growth of economic activity.

Advantages of integrating stock transactions into
banking online platforms:

1. Increased accessibility to investment instru-
ments. Integration enables individuals who previously
lacked the opportunity to invest — due to complex pro-
cedures or lack of specialized knowledge — to enter
the market.

2. Enhanced user convenience. The ability to
carry out investment operations directly through
banking apps simplifies access to financial markets
and eliminates the need to use separate platforms.

3. Promoting financial literacy. Widespread use of
integrated investment tools can stimulate educational
engagement among the population, which in turn will
help cultivate an investment culture and raise the
overall level of financial awareness.

4. Stimulating economic growth. Increased invest-
ment activity will support the development of small
and medium-sized enterprises, optimize capital flows,
and help contain inflationary pressures.

5. Attraction of foreign capital. The simplicity and
transparency of investment operations can enhance
Ukraine’s investment appeal on the international
stage.

6. Innovative development of the banking sector.
Banks that are early adopters of such innovations
will be able to strengthen the competitiveness of their
products and set new standards in the financial ser-
vices market.

7. Support for the digital transformation of the
economy. The implementation of digital investment
services will promote deeper integration of Ukraine
into global financial processes and support the devel-
opment of the digital economy.

Potential risks and challenges:

1. Increase in cyber threats. The growth of online
investments is accompanied by a higher risk of cyber-
attacks and fraudulent activities, which necessitates
the development of robust cybersecurity systems.

2. Insufficient preparation of new investors. Rapid
expansion of the user base may lead to the spread of
unreasonable financial decisions, resulting in risks of
losses and increased market volatility.

3. Overloading of banks” IT infrastructure.
Integrating stock market functions requires significant
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investments in technical modernization and human
resources.

4. Dependence on digital technologies. Technical
failures or emergency situations may lead to tempo-
rary loss of access to investment resources, creating
additional risks for users.

5. Risks of increased social inequality. Despite
the overall accessibility of digital tools, certain social
groups may remain excluded from financial integra-
tion due to limited access to technology or financial
resources.

Thus, the integration of stock trading operations
into the digital platforms of banking institutions repre-
sents a promising direction for the reform of Ukraine’s
stock market. It holds the potential not only to increase
the level of investment activity but also to stimulate
overall economic development. At the same time, the
implementation of this approach must be accompa-
nied by comprehensive measures to enhance finan-
cial literacy, strengthen cybersecurity, and ensure the
technological resilience of banking systems.

Given the current socio-economic challenges,
including the state of war, low levels of trust in finan-
cial institutions, and a deficit in financial education,
the implementation of digital investment tools should
be carried out gradually, considering the risks and
needs of the national market.

Conclusions. During the study of Ukraine's
financial market under conditions of instability, it was
established that the main challenges to its functioning
are military aggression, high inflationary risks, pub-
lic panic, as well as structural inefficiencies in certain
market segments. Both the banking sector and the
stock exchange have undergone significant changes
because of adapting to the realities of war.

The increase of the key interest rate by the NBU,
the expansion of operations with domestic govern-
ment bonds, and the growth of bank assets indicate
an effort to stabilize the macroeconomic situation and
maintain trust in the national currency. However, at
the same time, this creates additional pressure on the
economy due to the rising cost of credit resources
and restrictions on investment activity.

The stock market has proven to be less adaptable
to crisis conditions. Its weak institutional foundation,
lack of motivational mechanisms for investors, low
level of financial literacy among the population, and
the state's disinterest in developing this sector have
led to the almost complete marginalization of the
securities market.

The integration of stock exchange operations into
digital banking applications is seen as one of the
promising directions for the recovery of Ukraine’s
stock market. Such a transformation can ensure
investment accessibility, stimulate financial inclusion,
and attract both domestic and foreign capital.

Overcoming panic sentiments, developing finan-
cial literacy, digitizing banking services, and reforming
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the legislative framework of the stock market are key
tasks, the fulfillment of which will ensure the sustain-
able development of Ukraine’s financial sector in the
long run.
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