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of the National Bank of Ukraine have been analyzed. As a result, it was proved that
this policy is a set of managerial measures in the area of money’ circulation. In order to
implement this policy successfully, the NBU should increase the national banking system’s

stability level, primarily by maintaining the real value of money.
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The policy of monetary regulation of Ukraine, as an integral part of the economic
policy of any state, is designed, in accordance with its main functions, to ensure a
high level of price stability, creating on this basis the conditions necessary for the
formation of an economic model with a high and stable level of development and
optimal employment. Taking this into account, the policy of regulating the money
supply and monetary relations should constantly be the focus of attention not
only of academic economists, but also of functionaries of central banks.

It should be emphasized that in the economic literature there are a number
of unresolved problems regarding the interaction of various components of
monetary and monetary policy in Ukraine, among which a special place is oc-
cupied by inflation targeting procedures and determining the impact of mon-
etary and monetary policy on economic growth and maintaining the unem-
ployment rate at a level close to optimal.

In this regard, scientific research into the current situation in the develop-
ment and implementation of monetary and credit policy in Ukraine should be
considered very relevant.

The authors believe that the National Bank of Ukraine (NBU) in its activities
should proceed from the priority of achieving and maintaining price stability in so-
ciety. In turn, the authors propose to define price stability as maintaining the pur-
chasing power of the national currency by maintaining low and stable inflation rates.

According to the authors, in order to achieve and maintain price stability, the
National Bank of Ukraine should apply a special inflation targeting regime. The
essence of this regime is the public announcement of the maximum level of
growth in the value of the consumer price index and the obligations of the Na-
tional Bank to achieve these goals in the planning horizon under consideration.

As strategic tools for maintaining price stability, the National Bank of
Ukraine proposes to use existing monetary instruments, the main of which, as
is known, are the interest rate and the discount rate. At the same time, the op-
erational goal of the monetary policy of the National Bank is to maintain inter-
bank rates in the national monetary unit at a level close to the key rate. As is
known, an indicator of the level of interbank interest rates in national currency
is the Ukrainian Index of Interbank Interest Rates on Loans and Deposits in
National Currency (MIS).

Having carried out the appropriate analysis, the authors dare to assert that
today the banking system of Ukraine has excess liquidity. In such a situation, in
order to more flexibly respond to changes in the liquidity of the Ukrainian
banking system, it is proposed to introduce changes to regulate the flexibility of
the monetary policy structure. Such modernization, according to the authors,
will contribute to the effective implementation of the operational goals of the
National Bank even in conditions of unstable liquidity.
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The purpose of this article is to provide a comprehensive understanding
of the current state of economic research in this area, reflect the results of sci-
entific research conducted by the authors in this specific area, draw appropriate
conclusions and identify directions for future scientific research.

The scientific goals of the study are to analyze the patterns of formation of
the components of the NBU regulatory policy, trends in its changes and the
consequences to which these changes lead. First of all, in terms of the dynamics
of the general economic indicators in Ukraine. Based on the general purpose of
the article and its more detailed and specific scientific goals, the article’s object
and subject are determined. The object of study is the regulatory policy of the
National Bank of Ukraine. The subject of the article is the various components
of this regulatory policy, namely, monetary, fiscal and credit instruments in
their conditionality and interaction. The scientific novelty of the article and its
practical significance lie in the quantitative and qualitative assessment of trends
in the parameters of the NBU’s regulatory policy changes and the analysis of
the corresponding socio-economic consequences that these changes result in.

The article provides an in-depth analysis of modern economic literature
devoted to the development and implementation of monetary policy in devel-
oping countries, in particular in Ukraine. One of the key issues that the authors
paid attention to was assessing the effectiveness of monetary policy. Since the
end of the last century, there has been a serious theoretical discussion in the
scientific literature about the interaction of central banks and governments, as
well as about the coordination between monetary and fiscal authorities. It is
noted that central banks are more focused on limiting inflation, while govern-
ments are primarily concerned with the problems of economic growth, the
level of public debt and its share in GDP. At the same time, the effectiveness of
control over both variables depends on the level and effectiveness of coordina-
tion of actions of governments and central banks (Smaghi, Casini, 2000).

Unfortunately, this coordination does not always lead to the desired re-
sults. The reason for this should be sought in the relationship between different
government bodies in relation to each other. For example, K.G. Silva and
EV. Vieira (2017) argued that when monetary policy dominates fiscal policy,
the dominant role is played by those authorities whose responsibilities include
controlling inflation and, accordingly, the volume of money emission. Howe-
ver, if fiscal policy dominates monetary policy, then the relevant authorities
responsible for implementing this policy lose some of their influence in terms
of regulating the level of inflation.

Developing this conceptual approach, scientists S. Aiyagari and M. Gertler
(1985) introduced a distinction between Ricardian and non-Ricardian eco-
nomic models that determine the economic policies of governments. In the
first conceptual model, the authority responsible for monetary policy deter-
mines the volume of the money supply and, accordingly, the price level. Thus,
the government as a whole must achieve a budget surplus that can guarantee
repayment of the original debt amount and, as a result, financial solvency.
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American macroeconomists E. Leeper and T. Davig (2009) assess the ef-
fectiveness of the financial policies of the United States based on the use of
Markov models. The results of their paper highlight the fact that assessing the
impact of fiscal stimulus is impossible without an aggregate study of monetary
and fiscal policy. Following the scientific position of E. Leeper and T. Davig, the
government fiscal policy can be either “active” or “passive”. The level of activity
of this policy depends on how intensely it influences the dynamics of the vo-
lume of public debt. The “active body” of power avoids large amounts of this
debt by defectively setting its maximum volume. The policy of the "passive
body" depends on the current state of public debt. And it is aimed at elimina-
ting negative consequences if this volume is extremely large and, as a result,
puts the economy into a state of shock.

Economists EM. Taylor and M. Haga assess the policy response to the so-
called “Taylor rule;” which was in place to control inflation in the United States
in the early 1990s. These scientists are joined by representatives of another
school — S. Ghatak and T. Moore (2016), which describe changes in the instru-
ments that regulate inflation growth and its relationship with the dynamics of
real GDP. The main purpose of these changes is to enable governments to suc-
ceed in limiting the price level and the gap with GDP dynamics.

Analyzing the results of studies in the field of fiscal policy and its sustain-
ability, the authors conclude that they mainly analyzed two main indicators,
namely, the size of the debt and the primary balance. For example, the econo-
mist H. Bona (1998) proved that the US primary budget surplus is an increa-
sing function that positively describes the ratio of public debt to GDP.

Researchers J. Gali and R. Perotti (2003) analyzed how the Maastricht
Treaty and the SGP changed fiscal policy in the EMU countries. Moreover, it
was proven that EU governments increased their primary budget surpluses af-
ter increasing the outstanding amount of public debt. For this purpose, appa-
rently, primary budget surpluses are used.

Polish economists M. Brzozowski and J. Siwiska-Gorzelak (2010) assess
the impact of the governments fiscal behavior on the level of volatility of the
state’s tax and budget policy. In particular, these authors find that fiscal balance
and debt constraints have different effects on fiscal volatility. Thus, fiscal ba-
lance restrictions help increase volatility, while debt restrictions help reduce it.

All these results prove that a balanced tax and budget model is a factor in
stabilizing monetary policy. Analyzing monetary policy, authors note that the re-
sult of its activities is, first of all, interest rates of central banks. This conclusion can
be drawn, in particular, by analyzing the scientific position of K. Altavilla (2003),
who assesses how the European Central Bank (ECB) controls the dynamics of
interest rates when changing the volume of GDP, inflation and the exchange rate.
The scientist concluded that the ECB's reaction is more reasonable and effective if
it begins to use a “lagged interest rate” and projected changes in the inflation rate.

Finance macroeconomists K. Reinhart and K. Rogoft (2008) developed a
panel reaction estimation model based on the already mentioned Taylor rule to
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analyze the quality and effectiveness of European monetary policy. As a result
of applying this model, the authors find a significant change in interest rates
only in cases of regional, that is, European inflation.

Financiers W. Clausen, B. Hayo (2002) also examine the short- and medium-
term implications of asymmetric European monetary policy for Germany, Italy
and France. Moreover, their research results lead to the conclusion that an un-
coordinated change in monetary policy applied to the eight major EMU count-
ries could lead to an asymmetric response due to differences in national eco-
nomic structures.

Latin American economists J.P. Andrade and M. Pires (2011) study the ef-
fectiveness of Brazilian monetary policy during the Real Plan. The results of
their study provide new insights into how monetary policy might operate in the
case of indexed bonds. The authors argue that the wealth spillover effect acts as
an important transmission channel for monetary policy, although a high pro-
portion of indexed bonds may offset this role.

In order to study the interaction between monetary and fiscal policy,
K. Beetsma and H. Jensen (2005) analyze the interaction between the compo-
nents of these blocks, proving that a monetary union, using the concept of “sticky
prices’, simultaneously received the cumulative effect of several fiscal rules.

Financiers K. Leith and von L. Thadden (2008) study the interaction bet-
ween different components of the financial policies of central banks within the
framework of the already mentioned non-Ricardian model. As a result, the
authors conclude that the volume of public debt plays an important role in the
policy-making process. Moreover, without limiting the maximum level of this
variable, it is impossible to determine the effectiveness of both fiscal and mone-
tary policy rules in ensuring the dynamic level of economic equilibrium.

Portuguese professor-economist from University of Lisbon S. Lagoa (2016)
assesses the reasons for differences in inflation rates between eurozone count-
ries in the period 1998—2008 and shows that it is the levels of exchange rates,
and not real indicators of labor costs, that are the main factor determining the
dynamics of the inflation rate. In addition, based on the results of his research,
the author also offers an interesting discussion regarding the interaction of
monetary and fiscal policies and their level of effectiveness during the financial
crisis and subsequent periods.

American forecasters from the John Hopkins University F. Bianchi and
K. Ilut (2017) also applied Markov models to the study of the US economy as a
means of assessing changes in the interaction of monetary and fiscal policies.
A “passive” monetary policy was proven during the 1960—1970s of the last
century and a transition to a more “active” policy was demonstrated starting
from the mid-1980s.

A similar approach was proposed by Portuguese professors A. Afonso and
P. Toffano (2013), University of Lisbon, who found that the UK had a more “ac-
tive” fiscal model, while Germany’s fiscal regimes were generally less active.
As a result, a higher level of financial stability has been achieved in Germany.
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The same result was obtained in Italy, where, on the eve of the creation of the
EMU, more passive fiscal behavior was observed.

Providing new insight into the highly relevant topic of the interaction of
monetary and fiscal policies, Finish macroeconomist M. Haga (2015), professor
from the Helsinki University, finds an inverse relationship between the level of
dependence of central banks and the dynamics of budget cycles. In other words,
more dependent central banks simultaneously play a more passive monetary
role in the face of fiscal policies pursued by national governments.

Summarizing the review of modern economic literature devoted to the
problem under consideration, the authors would like to formulate a consoli-
dated point of view regarding the strengths and weaknesses of those publica-
tions that became the theoretical basis of this article. The authors do not fully
agree with the scientific position of E. Leeper and T. Davig (2009), who pro-
posed dividing government fiscal policy into “active” and “passive”. According
to the authors’ scientific point of view, any government policy, including fis-
cal, should be: A. balanced and, as a result, B. flexible. Depending on the
current economic situation inside and outside the country, the ratio between
“active” and “passive” instruments can and should change.

Economists EM. Taylor and M. Haga assess the policy response to the so-
called “Taylor rule,” which was in place to control inflation in the United States
in the early 1990s. These scholars are joined by representatives of another
school, Ghatak and Moore (2016), who describe changes in the instruments for
regulating inflation growth and its relationship with the dynamics of real GDP.
The main purpose of these changes is to enable governments to succeed in limi-
ting price levels and the gap with GDP dynamics.

Thus, the authors to a certain extent, although not completely, share the
scientific position of two American economic schools’ representatives, name-
ly, — EM. Taylor and M. Haga, on the one hand, and M. Ghatak and ].H. Moore,
on the other. This position provides for a balanced combination of actions
by state regulation of the economy instruments, providing for the solution
of a dual task — namely, limiting the level of inflation and stimulating eco-
nomic growth.

This strategy is very close to the position of H. Bon (1998), who analyzed
the relationship between the dynamics of public debt and GDP in the US eco-
nomy. The authors fully share the position of these famous economists.

The authors argue that Polish economists M. Brzozowski and J. Siwiska-
Gorzelak (2010) essentially extend this same view by demonstrating how fiscal
balance constraints help increase the volatility of government tax and budget
policy, while debt limits help reduce it. One cannot but agree with this.

The authors made an attempt, following the methodology of the promi-
nent Italian economist C. Altavilla (2003), to develop approaches to statistical
modeling of the “lagged interest rate” and predict on this basis changes in the
level of inflation in Ukraine. The results of the analysis demonstrate a fairly
high level of adequacy of this model.

8 ISSN 2522-9303. Ekon. Ukr. 2024. Ne 9 (754)



Regulatory policy of the National Bank of Ukraine: problems and ways to improve

The authors allow themselves to disagree with economists C. Reinhart and
K. Rogoff (2008), who, based on the developed group reaction assessment mo-
del, prove that a significant change in interest rates can affect the dynamics of
economic development only in certain regions. The authors believe that in addi-
tion to regional peculiarities in terms of the consequences of changes in interest
rates, they can and do exist. However, according to the authors, this does not
exclude the presence of a fundamental component, the influence of which
seems to be much more significant.

At the same time, it should be noted that the distinction between the fun-
damental and regional components is highly theoretical and practical, but is
the goal of another study.

Research performed by Portuguese professor-economist S. Lagoa (2016),
as well as financiers K. Leith and von L. Thadden, who assess the reasons for
differences in inflation rates between eurozone countries in the period 1998—
2008 studies the interaction between various components of the financial poli-
cies of central banks of different countries. The results of these scientific studies
only confirm the idea of the authors of this article.

The authors are in absolute agreement with financiers K. Beetsma and
H. Jensen (2005), who analyze the interaction between the components of the
monetary and monetary policy blocks, arguing that using the concept of “sticky
prices’, it is possible to simultaneously obtain the cumulative effect of several
fiscal rules, which leads to significant revival of economic dynamics.

Moreover, the authors believe and have repeatedly expressed the idea that
in conditions of crisis, and even more so, war, state regulation of prices should
become one of the priorities of the government’s economic policy.

The authors cannot agree with macroeconomist M. Haga, who believes
that in most countries central banks simultaneously play a more passive mone-
tary role in the face of fiscal policies pursued by national governments. Accor-
ding to the authors, one example of a country where the opposite trend is ob-
served is Ukraine.

Concluding this section, the authors would like to strongly recommend that
the National Bank of Ukraine Ukrainian considers a possibility to use scientific
recommendations formulated by the statistician I. Mantsurov. These conceptual
recommendations introduce the following system of measures that the National
Bank of Ukraine should follows during the war:

1. All areas of the NBU’s work should be aimed at maintaining the stability
of the national economy.

2. The regulatory policy system of the National Bank of Ukraine, including
monetary policy, should be aimed at restoring lending to the economy, prima-
rily its real sector.

3. Contribute to the further development of the financial services market.

4. Increase the level of cyber protection of the financial sector.

5. Improve partnership and interaction with stakeholders of the National
Bank and commercial banks (Mantsurov, 2015; Mantsurov, 2013).
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METHODOLOGY AND DATA USED

The study uses the annual time series data of annual bank rate of the National
Bank of Ukraine and Consumer Price Index, 1992—2023. The variables used in
the analysis were obtained from several official sources of information, particu-
larlyform Ministry of Economy of Ukraine, State Statistical Service Ukraine?,
National Bank of Ukraine (NBU), World Bank?, European Central Bank (ECB)*,
Eurostat?, as well. Common types of research methodology include quantita-
tive and qualitative research methods, mixed-method research, experimental
and case study research have been used.

RESULTS AND DISCUSSION

According to the basic principles of scientific research, they must begin with the
formation of a terminological apparatus. Following this requirement, the authors
define the financial, monetary and tax policies of the state, which, in their opinion,
isa system of regulatory instruments and procedures that are used by the country’s
central bank to control the volume of money supply, interest rates and stimulate
economic growth.

In accordance with its powers, the National Bank of Ukraine, based on
strategic decisions, ensures price stability both through the use of an inflation
targeting regime and through the use of a floating exchange rate of the hryvnia.

Thus, the NBU’s monetary policy is based on the key rate as the main regula-
tory instrument in order to maintain price stability. There are certain rules and
procedures that are designed primarily to implement monetary control. From a
conceptual point of view, when we talk about banking control, we must mean
regulation and supervision. This is precisely what is required by the so-called
prudential rules that regulate the safety, reliability and stability of the functioning
of supervised institutions. The main purpose of these rules is to ensure that the
banking sector and its institutions fulfill their functions in the economy. At the
same time, all these institutions must remain solvent and sufficiently liquid.

The bank (discount) rate is the key rate of the NBU, which is the main in-
dicator of the effectiveness of monetary policy and a benchmark for the cost of
attracted and placed funds for the state, commercial banks and other partici-
pants in the country’s money market. The key rate is set on the basis of a com-
prehensive analysis and forecast of macroeconomic, monetary and financial
events prepared by the NBU.

By setting the level of the key rate, the central bank provides commercial
banks with a reference point for the cost of short-term resources. Based on this
indicator, banks then set the cost of deposits and loans to their customers.

' Ministry of Economy of Ukraine. URL: https://www.me.gov.ua/?lang=en-GB

2 State Statistics Service of Ukraine. URL: https://ukrstat.gov.ua

* World Bank Group. URL: https://databank.worldbank.org/

* European Central Bank. URL: https://www.ecb.europa.eu/stats/html/index.en.html
> Eurostat. URL: https://ec.europa.eu/eurostat
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Fig. 1. Dynamics of the annual bank and discount rates of the National Bank of Uk-
raine, 1992—2023. The left scale characterizes the annual change in the bank rate, %,
while the right one, — also the annual dynamics of the discount rate, %

Source: developed by the authors based on: Ministry of Finance of Ukraine data. URL:
https://index.minfin.com.ua/economy/index/inflation/

Average annual discount rate of the National Bank of Ukraine, 1992—2023, %

Year Bank rate Year Bank rate Year Bank rate Year Bank rate
1992 55.0 2000 30.8 2008 11.0 2016 17.3
1993 170.0 2001 18.3 2009 10.6 2017 11.8
1994 2114 2002 9.1 2010 8.6 2018 17.3
1995 114.4 2003 8.2 2011 7.5 2019 16.7
1996 75.1 2004 9.5 2012 3.3 2020 7.4
1997 24.0 2005 8.5 2013 7.3 2021 7.7
1998 53.8 2006 8.0 2014 26.6 2022 20.7
1999 50.7 2007 30.8 2015 11.0 2023 23.7

Source: developed by the authors based on: National Bank of Ukraine. URL: https://
bank.gov.ua/ua/monetary/archive-rish

Changes in the NBU discount rate for the period 1992—2023 are presented in
Table. As evidenced by the data in Table, over 30 years the NBU, focusing on
the global situation in the world economy and the state of the national econo-
my, has significantly changed the value of the discount rate. The minimum an-
nual average was recorded in 2013 (3.3%), and the maximum in 1994 (221.4%).
Last year, the National Bank of Ukraine (NBU) sharply increased the discount
rate from 10 to 25%. Accordingly, interest rates on certificates of deposit in-
creased. In 2022, commercial banks began to receive an interest rate on them of
23% (NBU discount rate minus 2%).
More visible the corresponding data are presented in the Figure 1.
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The authors believe and strongly recommend that the NBU pays special
attention not only to an isolated change in the discount rate, but to the results
of a qualitative analysis of these changes in relation to other indicators of the
bank’s activities and general economic indicators. It is this approach that makes
it possible to systematically ensure the NBU’s function of determining the level
of the discount rate depending on the state of the world financial markets and
the macroeconomic situation in the country.

The authors convincingly prove that the volume of bank investments in
NBU certificates of deposit increased in 2022 from UAH 95 billion at the begin-
ning of the year to UAH 456 billion at the end, or almost 5 times. According to
the authors, this huge amount of almost half a trillion hryvnia (more than
10 billion dollars) is liquidity withdrawn from the economy. At the same time,
the interest accrued on them (more than UAH 40 billion last year) represents a
net emission of the Central Bank, carried out in the interests of a group of com-
mercial banks. In other words, to pay interest on certificates of deposit, the
NBU actually “printed” 40 billion UAH.

Thus, the NBU acts as a “vacuum cleaner”, pulling money from the eco-
nomy that it so crucial needs for defense.

According to official NBU statistics, in 2022 it purchased war bonds worth
more than UAH 400 billion from the Ministry of Finance (as part of the so-
called quasi-fiscal dominance). These funds entered the economy through
budget financing and partially settled in banks. However, with the help of cer-
tificates of deposit, 480 billion UAH were withdrawn from monetary circula-
tion, which is 80 billion UAH more.

In other words, during a war and an unprecedented economic crisis, the
NBU has a positive balance of operations in the liquidity market. Undoubtedly,
this phenomenon is “unique” in modern, and not only modern, economic theory
and historical practice. At the very least, the analysis shows that throughout the
twentieth century, in all countries that participated in wars in one way or another,
the central bank became the lender of last resort for the market and government.

Thus, the authors make an important conceptual conclusion that in con-
ditions of war, the National Bank becomes a transit hub for pumping profits
from the budget, which has a significant deficit, into the banking system. It is
quite clear that the current policy of the NBU essentially condones commercial
banks, which during the war receive 85 billion UAH of income practically out
of thin air, due to the targeted emissions of the Central Bank (which, by the
way, directly affects inflation dynamics).

Since May 2019, due to moderate inflation risks, the NBU has been gradually
reducing the key rate, and today it is set at 6%. Accordingly, banks began to re-
duce rates on deposits and loans. If in July 2022 the average interest rate on busi-
ness loans was 18%, then in July 2023 the cost of borrowing for them fell to less
than 10%.

In addition to the cost of resources for the bank, the level of risk on loans
affects interest rates. Basically, credit risk is taken into account — the risk of
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Fig. 2. The influence of the monetary base on inflation rate. The left scale characterizes
the quarterly change in the monetary base, %, while the right one, — also the quarterly
dynamics of the inflation rate, %

Source: developed by the authors based on: Ministry of Finance of Ukraine data. URL:
https://index.minfin.com.ua/economy/index/inflation/

non-repayment of funds. Therefore, the cost of the loan will be different for dif-
ferent groups of borrowers depending on their likelihood of repayment.

For example, interest rates on loans to subsidiaries of international corpora-
tions, which, in addition to a strong financial position, also have the support of
parent companies, decreased the most — to 7% in August 2020. The term of the
loan is also important because by providing funds for a longer period, banks take
on higher risks and therefore include compensation for these risks in the cost of
the loan. Higher long-term borrowing costs reflect banks’ uncertainty about mac-
roeconomic developments and future borrowing costs. The high cost of short-
term loans for current needs and its low correlation with the central bank rate is
characteristic not only of Ukraine. For example, in the US, the average effective
interest rate on card loans currently exceeds 15%, despite the fact that the Federal
Reserve rate (equivalent to the NBU rate in the US) is close to zero.

According to the authors, there are currently no fundamental obstacles to
further reducing loan rates. At the same time, it is important to understand
that it will take time for improved macroeconomic conditions and key interest
rate changes to finally impact the cost of credit for end users, be they busi-
nesses or individuals.
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Simultaneously with the introduction of a key rate of 25% (2022) or even
20% (2023), bank lending moved from growth to decline. Its level decreased by
a tenth, and the latest monthly data showed a further decrease due to an in-
crease in the cost of loans by another UAH 10 billion. The NBU justifies itself
by arguing that such a cooling of the economy is a necessary sacrifice to over-
come inflation, and that this course is in line with the global trend of unprece-
dented rate hikes to combat global inflation. And with this policy, despite the
NBU’s arguments against lowering the rate, inflation does not increase in other
countries. And in Ukraine, the key rate is still close to inflation.

Many other factors distort the inflation curve. For instance, the noticeable
inflation rate distortion was caused by COVID-19 lockdown measures (2020)
and declining of a consumer demand in 2022 as a result of a full-scale russian
invasion. Both of these decreases are consequences of an atypical weakening of
inflation due to the slowing of the velocity of money. At the same time, the
overall picture remains the same, and the dominant influence of monetary base
on rate of inflation is still clearly visible (Fig. 2).

As for the key rate, it remained in a supporting role. This is evident from
the fact that the relay of rate surplus began a little bit later than the monetary
base unwinds, i.e., when monetary easing was followed by tightening.

Taking this into consideration, the authors draw two very serious concep-
tual conclusions:

A. That the inflation curve reveals (both increasing and decreasing) were
dictated only by a contraction in the money supply;

B. That the standard rule of keeping the key rate above or at the inflation
level no longer applies in unstable force majeure situations.

As a result, the key rate plays a minimal role throughout the 2019-2024 years
until the period when inflation approaches the target under the influence of more
powerful factors/instruments. As Figure 2 shows, the current stabilization of
inflation is largely due to the previous temporary stabilization of the monetary
base, although the NBU hastened to attribute this to the very dubious “success” of
the 25% rate.

At the same time, the NBU with the same persistence exaggerates the influ-
ence of the key rate. The authors are absolutely sure that “tight” monetary policy
was mistakenly equated only with a high key rate. This has led to the NBU using a
high key rate in a futile attempt to block the more powerful offsetting effect of
money, and inflation, which is actually caused by money, is used as an excuse to
keep the rate high. And this vicious circle has been going on for many years.

In addition, the presence in Ukraine of the aforementioned force majeure,
leveling the impact of the key rate on prices, is doubly obvious: along with a
change in the money supply, we also have a reduction in the commodity supply
due to destruction caused by a full-scale war.

Moreover, despite the declared goal of fighting inflation, the key rate actual-
ly contributes to an increase in inflation. First, hypothermia leads to a reduc-
tion in marketable mass in addition to the reductions associated with the war.
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Secondly, the issuance of certificates worth 40 billion hryvnia increased the
money supply and increased inflation by about 5%.

Thus, both theory and practice have confirmed that in extreme force ma-
jeure situations, the principle of “rates above or at the level of inflation”
(a positive rate in real terms) loses its force, since inflation is dictated by the
money supply and other powerful factors.

However, for obvious reasons, the IMF cannot yet indicate exactly what
these extreme situations are that neutralize the impact of the rate on inflation.
Obviously, the experience will be generalized and recommendations will be
developed later. The NBU considered that we do not have an extreme situation;
the key rate may remain the main tool for fighting inflation, and the rule
“the lower the rate, the higher the inflation” also remains unshakable.

And if this hypothesis is confirmed, then soon all other countries will also
discover the opportunity to move even more boldly to ultra-low rates and low
economic cooling. And Ukraine can take advantage of this like no other, since
the reduction in the supply of goods as a result of full-scale aggression has fur-
ther paralyzed the impact of the discount rate on inflation and more. And now
the speed can be determined solely on the basis of minimizing its destructive
cooling effect.

CONCLUSIONS

As conclusions and recommendations from this article, it is worth noting that the
use of interest rate policy as a tool for regulating the banking system gives the
National Bank and the Government a number of advantages, including:

A. Ease of implementation: to change the course of monetary policy, the
National Bank of Ukraine resorts to raising or lowering the discount rate.

B. Predictability of results: a decrease in the discount rate leads to an in-
crease in the level of liquidity of the banking system, and vice versa.

C. Speed and ease of correction of results: corrections can be made quick-
ly and easily by taking the opposite action.

The results of the analysis carried out in the article allow us to draw the
following conceptual conclusions.

1. Interest rate policy is an effective tool for regulating the banking sys-
tem, in particular the credit potential of the bank. Rising interest rates change
the attractiveness of some government investment strategies. The analysis sug-
gests that this leads inverters to sell off their most liquid assets, reducing the
liquidity of their portfolios.

In a wartime environment, high interest rates coupled with uncertain growth
prospects could trigger a revaluation of asset prices and create the risk of further
tightening of financial conditions for other investors, including foreign investors.
This could pose risks to Ukraine's financial stability due to tightening financial
conditions, sharp fluctuations in asset prices and reduced confidence in the glo-
bal banking system, as well as trade and financial spillovers.
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The analysis shows that the measures taken by the NBU to hedge risks as-
sociated with rising interest rates are based on assumptions about the future
path and volatility of interest rates and do not fully protect investors from the
risks associated with higher and more volatile interest rates. Losses caused by
high interest rates have already weakened the balance sheets of some large
corporations and may continue to do so.

2. The decision to apply expansionary or restrictive policies depends on
the financial market conditions and the socio-economic situation in the count-
ry. As is known, the main goal of expansionary policy is to increase aggregate
demand to compensate for the deficit in private demand. Expansionary policies
aim to increase business investment and consumer spending by injecting mo-
ney into the economy, either through direct spending on government deficits
or by increasing lending to businesses and consumers.

Based on the results of the analysis carried out by the authors of this article,
it is necessary to conclude that the Government of Ukraine does not use the
instrument of this policy. If only because the government is not pursuing poli-
cies that provide people with more money. This can be achieved through reduc-
tions in, for example, public utility costs and direct taxes, which is provided for
by expansionary fiscal policy. This could help increase the money supply and
stimulate global public demand.

Additionally, for example, the Ukrainian government could increase dis-
cretionary government spending by pumping more money into the economy
through government contracts, such as for weapons production. Plus, it can
lower taxes and leave more money in the hands of people, who will then con-
tinue to spend and invest.

After the war ends, as Ukraine enters a phase of economic growth, the
government may increase spending on infrastructure projects, social
programs and other initiatives to increase demand and stimulate econo-
mic growth.

3. The optimal discount rate should provide an effective solution to such
problems as ensuring an adequate level of bank liquidity, banking institu-
tions, balancing the demand and supply of money, stimulating the issuance
loans to the real sector of the economy, and increasing the competitiveness of
the domestic banking system. The authors stress that it is necessary to develop
a strategy for managing the country’s liquidity, including its foreign exchange
reserves, and it is necessary to formulate specific policies on aspects of liquidity
management, such as the size of assets, their structure, approach to managing
liquidity in various currencies, etc.

A strategy must also be agreed with international creditors to restructure
the debt and address potential liquidity threats for both parties.

4. Given the negative side effects of interest rate caps, it is worth conside-
ring alternative ways to lower interest rates. The optimal solution always de-
pends on the political goals that the country’s top leadership sets for the NBU
and the Government.
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If the intended policy goal is to reduce the overall cost of credit in the
economy or its individual sectors (types of economic activity), alternative solu-
tions should be based on the reasons for the excessively high rates, for example,
lack of competition, the presence of excessive risk, a number of macroecono-
mic considerations.

To this end, the authors propose to create an effective credit monitoring
mechanism, the activities of which will be aimed at analyzing data on the rea-
sons for setting excessively high rates, as well as on trends occurring in other
countries.

REFERENCES

Smaghi, L., Casini, C. (2000). Monetary and fiscal policy co-operation: Institutions and
procedures in EMU. Journal of Common Market Studies, 38(3). 375-391. https://doi.
org/10.1111/1468-5965.00226

Silva, C., Vieira, E (2017). Monetary and fiscal policy in advanced and developing
countries: An analysis before and after the financial crisis. The Quarterly Review of
Economics and Finance. Vol. 63. P. 13-20. https://doi.org/10.1016/j.qref.2016.04.013

Aiyagari, S., Gertler, M. (1985). The backing of government bonds and monetarism.
Journal of Monetary Economics. Vol. 16. Iss. 1. P. 19-44. https://doi.org/10.1016/
0304-3932(85)90004-2

Leeper, E., Davig, T. (2011). Monetary-fiscal policy interactions and fiscal stimulus.
European Economic Review. Vol. 55. Iss. 2. P. 211-227. https://doi.org/10.1016/].
euroecorev.2010.04.004

Ghatak, S., Moore, T. (2011). Monetary policy rules for transition economies: An empi-
rical analysis. Review of Development Economics. Vol. 15. Iss. 4. P. 714-728. https://
doi.org/10.1111/j.1467-9361.2011.00638.x

Gali, J., Perotti, R. (2003). Fiscal policy and monetary integration in Europe. Economic
Policy. Vol. 18. Iss. 37. P. 533-572. https://doi.org/10.3386/w9773

Brzozowski, M., Siwiska-Gorzelak, J. (2010). The impact of fiscal rules on fiscal policy
volatility. Journal of Applied Economics. Vol. 13. P. 205-231. https://doi.org/10.1016/
S1514-0326(10)60010-4

Altavilla, C. (2003). Assessing monetary rules performance across EMU countries. In-
ternational Journal of Finance and Economics. Vol. 8. Iss. 2. P. 131-151. https://doi.
org/10.1002/ijfe.199

Reinhart, C., Rogoff, K. (2008). This time is different: Eight centuries of financial folly.
Princeton, NJ, Princeton University Press. https://doi.org/10.1515/9781400831722

Clausen, V., Hayo, B. (2002). Monetary policy in the Euro area — Lessons from the
first years. No. 103. Royal Economic Society Annual Conference 2003. https://doi.
org/10.2139/ssrn.313779

Andrade, J., Pires, M. (2011). Implications of public debt indexation for monetary policy
transmission. Journal of Applied Economics. Vol. XIV. No. 2. P. 257-268. https://doi.
0rg/10.1016/S1514-0326(11)60014-7

Beetsma, R., Jensen, H. (2005). Monetary and fiscal policy interactions in a micro-
founded model of a monetary union. Journal of International Economics. Vol. 67.
Iss. 2. P. 320-352. https://doi.org/10.1016/j.jinteco.2005.03.001

Leith, C., von Thadden, L. (2008). Monetary and fiscal policy interactions in a new Key-
nesian model with capital accumulation and non-Ricardian consumers. Working

ISSN 2522-9303. Exonomika Ykpainu. 2024. Ne 9 (754) 17



I. Mantsurov, A. Barvinok, I. Stolietova

paper series of Economic Theory. No. 140(1). P. 1-40. https://doi.org/10.1016/j.
jet.2007.07.005

Lagoa, S. (2016). Determinants of inflation differentials in the Euro area: Is the new
Keynesian Phillips curve enough? Journal of Applied Economics. No. 20(1). P. 75-
103. https://doi.org/10.1016/S1514-0326(17)30004- 1

Mantsurov, I. (2015). Post-War successful rehabilitation of Ukraine in the framework
of Constitutional and Institutional Changes. Modeling and Information Systems in
Economics: Collection of Scientific Papers. No. 91. P. 36-44. URL: https://www.
academia.edu/70962615/Post. War_successful_rehabilitation_of Ukraine_in_
the_framework_of_Constitutional_and_institutional_changes

Mantsurov, I. (2011). Institutional planning in the system of state regulation of the
economy. Kyiv. 655 p. [in Ukrainian].

Bianchi, E, Ilut, C. (2017). Monetary/fiscal policy mix and agent’s beliefs. Review of
Economic Dynamics. Vol. 26. P. 113-139. https://doi.org/10.1016/j.red.2017.02.011

Afonso, A., Toffano, P. (2013). Fiscal regimes in the EU. European Central Bank. Wor-
king Paper series. No. 1529. https://doi.org/10.2139/ssrn.2239160

Haga, M. (2015). On central bank independence and political cycles. Journal of Applied
Economics. Vol. 18. P. 267-296. https://doi.org/10.1016/S1514-0326(15)30012-X

Received on June 10, 2024
Reviewed on June 28, 2024

Revised on July 16, 2024

Signed for printing on July 22, 2024

CIIMICOK BUKOPVICTAHOI JIITEPATYPU

Smaghi, L., Casini, C. (2000). Monetary and fiscal policy co-operation: Institutions and
procedures in EMU. Journal of Common Market Studies, 38(3). 375-391. https://doi.
org/10.1111/1468-5965.00226

Silva, C., Vieira, E. (2017). Monetary and fiscal policy in advanced and developing count-
ries: An analysis before and after the financial crisis. The Quarterly Review of Eco-
nomics and Finance. Vol. 63. P. 13-20. https://doi.org/10.1016/j.qref.2016.04.013

Aiyagari, S., Gertler, M. (1985). The backing of government bonds and monetarism.
Journal of Monetary Economics. Vol. 16. Iss. 1. P. 19-44. https://doi.org/10.1016/
0304-3932(85)90004-2

Leeper, E., Davig, T. (2011). Monetary-fiscal policy interactions and fiscal stimulus.
European Economic Review. Vol. 55. Iss. 2. P. 211-227. https://doi.org/10.1016/j.
euroecorev.2010.04.004

Ghatak, S., Moore, T. (2011). Monetary policy rules for transition economies: An em-
pirical analysis. Review of Development Economics. Vol. 15. Iss. 4. P. 714-728.
https://doi.org/10.1111/j.1467-9361.2011.00638.x

Gali, J., Perotti, R. (2003). Fiscal policy and monetary integration in Europe. Economic
Policy. Vol. 18. Iss. 37. P. 533-572. https://doi.org/10.3386/w9773

Brzozowski, M., Siwiska-Gorzelak, J. (2010). The impact of fiscal rules on fiscal policy
volatility. Journal of Applied Economics. Vol. 13. P. 205-231. https://doi.org/10.1016/
S1514-0326(10)60010-4

Altavilla, C. (2003). Assessing monetary rules performance across EMU countries. In-
ternational Journal of Finance and Economics. Vol. 8. Iss. 2. P. 131-151. https://doi.
org/10.1002/ijfe.199

18 ISSN 2522-9303. Ekon. Ukr. 2024. Ne 9 (754)



Regulatory policy of the National Bank of Ukraine: problems and ways to improve

Reinhart, C., Rogoff, K. (2008). This time is different: Eight centuries of financial folly.
Princeton, NJ, Princeton University Press. https://doi.org/10.1515/9781400831722

Clausen, V., Hayo, B. (2002). Monetary policy in the Euro area — Lessons from the
first years. No. 103. Royal Economic Society Annual Conference 2003. https://doi.
org/10.2139/ssrn.313779

Andrade, J., Pires, M. (2011). Implications of public debt indexation for monetary
policy transmission. Journal of Applied Economics. Vol. XIV. No. 2. P. 257-268.
https://doi.org/10.1016/S1514-0326(11)60014-7

Beetsma, R., Jensen, H. (2005). Monetary and fiscal policy interactions in a micro-
founded model of a monetary union. Journal of International Economics. Vol. 67.
Iss. 2. P. 320-352. https://doi.org/10.1016/j.jinteco.2005.03.001

Leith, C., von Thadden, L. (2008). Monetary and fiscal policy interactions in a new
Keynesian model with capital accumulation and non-Ricardian consumers. Wor-
king paper series of Economic Theory. No. 140(1). P. 1-40. https://doi.org/10.1016/j.
jet.2007.07.005

Lagoa, S. (2016). Determinants of inflation differentials in the Euro area: Is the new
Keynesian Phillips curve enough? Journal of Applied Economics. No. 20(1).
P. 75-103. https://doi.org/10.1016/51514-0326(17)30004-1

Mantsurov, I. (2015). Post-War successful rehabilitation of Ukraine in the framework
of Constitutional and Institutional Changes. Modeling and Information Systems in
Economics: Collection of Scientific Papers. No. 91. P. 36-44. URL: https://www.
academia.edu/70962615/Post_War_successful_rehabilitation_of_Ukraine_in_
the_framework_of_Constitutional_and_institutional_changes

Mannypos, L. (2011). IncTuTyLiliHe IUTaHYBaHHS B CHCTEMI [Iep>)KaBHOTO Pery/II0BaH-
HA ekoHoMikn. Monorp. Kuis, HJIEL 655 c.

Bianchi, E, Ilut, C. (2017). Monetary/fiscal policy mix and agent’s beliefs. Review of
Economic Dynamics. Vol. 26. P. 113-139. https://doi.org/10.1016/j.red.2017.02.011

Afonso, A., Toffano, P. (2013). Fiscal regimes in the EU. European Central Bank. Wor-
king Paper series. No. 1529. https://doi.org/10.2139/ssrn.2239160

Haga, M. (2015). On central bank independence and political cycles. Journal of Applied
Economics. Vol. 18. P. 267-296. https://doi.org/10.1016/S1514-0326(15)30012-X

Hapgirnmra 10.06.2024
ITpopenensosana 28.06.2024
Hoonpanpbosana 16.07.2024
[Mignucana go apyky 22.07.2024

ISSN 2522-9303. Exonomika Ykpainu. 2024. Ne 9 (754) 19



I. Mantsurov, A. Barvinok, I. Stolietova

Teop Manuypos, o-p eKOH. Hayk, Ipog., wieH-kopectionaenT HAH Ykpainn, fupexTop
[HCTUTYT CUCTEMHMX CTAaTUCTUYHUX FOCTIIKeHb

By/1. AHTOHOBIYA, 20, 01004, KuiB, Ykpaina

nosamTaTHui npodecop kadenpu CTaTUCTUKA Ta feMorpadiyHmX TOCTiKeHb
YuiBepcuret 3axifgHo-Kamcpkoi nposinuii (IliBgenHo- Appuxancbka Pecriy6mika)
moce Pobept Cobykse, 7535, bensimn, Keitnrays, IliBgenna Adpuxa

Anina bapsinoxk, i-p gpinocodil 3 ekOHOMIKY, cTapIINii HAyKOBUIL CIIIBPOOITHUK
[HCTUTYT CUCTEMHUX CTATUCTUYHUX FOCTII>KEHb

By/J1. AHTOHOBMYa, 20, 01004, KniB, Ykpaina

HayKOBUII CIIIBpOOITHUK Kadenpy CTaTUCTUKY Ta JeMOrpadidHuX fOCiPKeHb
YuiBepcnret 3axigHo-Kancokol nposinunii (IliBgenno-Adpukancpka Pecriy6rika)
moce Pobepr Cobykse, 7535, Bensimn, Keitnrays, [TiBnenna Adpuka

Ipuna Cmonemosa, KaHJ. €KOH. HAYK, JIOLI.,
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PETYJIATOPHA ITOJIITUKA HAIIOHAJIBHOTI'O BAHKY
YKPATHI: ITIPOBJIEMU TA IIJIAXM BIIOCKOHAJIEHHA

HanionanbHuit 6aHk YKpainu Mae 3a6e3nednTi LiHOBY CTabi/IbHICTD, BUCOKMIL i CTa-
6inbHMI piBeHb €KOHOMIYHOTO PO3BUTKY JI OIITMMasIbHY 3aiiHATiCTh. KoHLlenTyanb-
HO ITOTOJ[)KYIOUJCh 3 TAKUM IIi[IXO/IOM, aBTOPU JOBOJATD, 1110 MEXaHi3M JIOTO peanisa-
nii He 3a0esnedye BuKoHaHHA Micii HBY.

Amnajisyrouu 3MiHM B 6aHKIBCbKOMY CeKTOPi YKpaiHu 3a ocTaHHi 2,5 poKy, aBTo-
P¥ HaroJIOIYIOTh, 10 BHAC/TIJOK IPOBEIEHHS HEIOCTATHbO BUBAYKEHOI PETyIATOPHOL
nonituk HBY o6csr BkmajieHp 6aHKiB y menosutHi ceprudikarn HBY 3pic maibxke
BIIAATepO — 3 95 MJIPA I'PH Ha IIOYaTOK IO 456 M/IpJ, IPH Ha KiHenp 2022 p. YHac/IifoK
TaKol HeBaIol IOJITHKY J1 ycyTieped eKkoHOMiuHil orini, HBY chopmyBas Benmyes-
He JOflaTHe ca/bo MiKBiZHOCTI 6aHKiBCHKOTO CEKTOpY, TOJi fAK peaJbHMII CEKTOP
€KOHOMIKI CTPpaXK/Ia€ Bifl HeCTayi KOIITIB.

besymoBHO, Taki «yHiKa/lbHi» B CydYacHili eKOHOMI4Hill Teopii Ta icTOpM4YHii
IpaKTULi PeTY/SITUBHI il He BUTPUMYIOTh KPUTHKY i TOTPEOYIOTh IIePe0CMIUCTIeHHS
i cyrreBoro nepernany. [TpoananizoBaHo IPUYMHM i HACIiKM Takol Hee(heKTUBHOT
perynaropHoi nonituku HBY i sanponoHoBano BaXk/IMBi KOHLIENTYyasIbHi ifjel, crps-
MOBaHi Ha BJIOCKOHAJICHH yIIpaB/liHHA 6aHKaMu. BingnmosigHo go cdopmynboBaHux
BUCHOBKIB, B YKkpaiHi He0OXiflHO cTBOpUTH e(eKTUBHMII MEXaHi3M KPeIUTHOIO MO-
HITOPMHTY, JiUIPHICTD SIKOTO Ma€ OyTY IPUCBSYCHA OLIHIOBAHHIO €KOHOMIYHO 06-
I'PYHTOBaHUX piBHIB Pi3HUX 0aHKIBCBKUX CTAaBOK i aHajisy iHHoBawuiit y imeomorii
6aHKIBCPKOTO MEHEPKMEHTY, 1110 BUKOPUCTOBYIOTbCS B IHIINX KpaiHax, [ie LeHTpaslb-
Hi 6aHKM IPALIOIOTD y>Ke YCIILIHO.

Kntouosi cnosa: memodonoziunuii nioxio; HayionanvHuii 6ank Yxpainu; 6amkiscokui
MeHeONMeHm; OaHKiBcvka cucmema Ykpaiu; MoHemapHa nonimuxa; cmabinoHicmo yin
i 6aHKiBCVLKOI cUCeMU; eKOHOMIYHULL PO3BUIMOK; MEXAHI3M KPeOUMHO020 MOHIMOPUHEY.
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