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The article is aimed at forming a procedure for assessing the bank’s strategic risk and substantiating its relation to the compliance risk of financial monitoring. 
The concept of strategic risk is considered and the expediency of delineating its types into primary one and secondary one is substantiated, which is taken into 
account in the development of the assessment procedure. The proposed strategic risk assessment procedure includes three phases: the first phase involves 
defining the primary strategic risk by generalizing results of the ratio of actual and planned values of parameters in measurement of the degree of achieving 
the bank’s strategic objectives (grouped by the subsystems of a balanced scorecard); the second step is to define the secondary strategic risk using seven criteria 
for assessing the organizational-economic provision of the bank’s strategic management; the third stage is to substantiate the overall level of strategic risk of 
the bank on the basis of generalization of the conclusions on the first and second stages of the procedure. The article provides recommendations on explaining 
the results of the quantitative assessment of the bank’s strategic risk by differentiating its qualitative levels - high, moderate, and low. It is concluded that, on 
the one hand, a significant gap between the actual and planned values of indicators, which reflect the strategic priorities of the bank, as well as the inefficiency 
of the bank’s strategic management mechanism can make it to focus (for financial gain and strategic financial objectives) on the use of a formal approach to 
compliance with financial monitoring legislation. On the other hand, the implementation of the compliance risk of financial monitoring and, as a result, taking 
enforcement actions on the side of the NBU versus the bank can increase in the level of its strategic risk.
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Безродна О. С. Стратегічний ризик банку: пропозиції щодо  
оцінювання та зв'язок із комплаєнс-ризиком фінансового моніторингу
Цілі статті полягають у розробленні процедури оцінювання стра-
тегічного ризику банку та обґрунтуванні його зв’язку із комплаєнс-
ризиком фінансового моніторингу. Розглянуто зміст стратегічного 
ризику банку та визначено доцільність розмежування його видів на 
первинний і вторинний, що враховано при формуванні процедури 
його оцінювання. Запропонована процедура вимірювання страте-
гічного ризику банку включає три етапи: перший етап передбачає 
визначення первинного стратегічного ризику шляхом узагальнення 
результатів співвідношення фактичних і запланованих значень па-
раметрів вимірювання ступеня досягнення стратегічних цілей бан-
ку (згрупованих за підсистемами збалансованої системи показників); 
другий етап – визначення вторинного стратегічного ризику за сьома 
критеріями оцінки організаційно-економічного забезпечення страте-
гічного управління банком; третій етап – обґрунтування загального 
рівня стратегічного ризику засобом поєднання висновків за першим 
і другим етапами процедури. У статті наведено рекомендації щодо 
пояснення результатів кількісної оцінки стратегічного ризику бан-
ку шляхом диференціації його якісних рівнів – високого, помірного та 
низького. Зроблено висновки, що, з одного боку, суттєвий розрив між 
фактичними та запланованими значеннями показників, які відобра-
жують стратегічні пріоритети банку, а також неефективність ме-
ханізму стратегічного управління банком можуть орієнтувати його 
(задля отримання фінансової вигоди та досягнення стратегічних фі-
нансових цілей) на використання формального підходу до виконання 
вимог законодавства у сфері фінансового моніторингу. З іншого боку, 
реалізація комплаєнс-ризику фінансового моніторингу та, як наслідок, 
застосування до банку заходів впливу з боку НБУ – можуть призвести 
до зростання рівня його стратегічного ризику.
Ключові слова: стратегічний ризик, банк, збалансована система по-
казників (ЗСП), комплаєнс-ризик, фінансовий моніторинг. 
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Безродная Е. С. Стратегический риск банка: рекомендации  
по оцениванию и связь с комплаенс-риском финансового мониторинга
Целями статьи являются формирование процедуры оценивания стра-
тегического риска банка и обоснование его связи с комплаенс-риском 
финансового мониторинга. Рассмотрено понятие стратегического 
риска и обоснована целесообразность разграничения его видов на пер-
вичный и вторичный, что учтено при разработке процедуры оцени-
вания. Предложенная процедура оценивания стратегического риска 
включает три этапа: первый этап предусматривает определение 
первичного стратегического риска путем обобщения результатов со-
отношения фактических и запланированных значений параметров из-
мерения степени достижения стратегических целей банка (сгруппи-
рованных по подсистемам сбалансированной системы показателей); 
второй этап – определение вторичного стратегического риска с ис-
пользованием семи критериев оценки организационно-экономическо-
го обеспечения стратегического управления банком; третий этап –  
обоснование общего уровня стратегического риска банка на основе 
обобщения выводов по первому и второму этапам процедуры. В ста-
тье представлены рекомендации относительно пояснения резуль-
татов количественной оценки стратегического риска банка путем 
дифференциации его качественных уровней – высокого, умеренного и 
низкого. Сделаны выводы, что, с одной стороны, значительный раз-
рыв между фактическими и запланированными значениями показа-
телей, которые отображают стратегические приоритеты банка, 
а также неэффективность механизма стратегического управления 
банком могут его ориентировать (для получения финансовой выгоды 
и достижения стратегических финансовых целей) на использование 
формального подхода к соблюдению законодательства в сфере фи-
нансового мониторинга. С другой стороны, реализация комплаенс-
риска финансового мониторинга и, как следствие, применение НБУ 
к банку мер воздействия – могут привести к увеличению уровня его 
стратегического риска.
Ключевые слова: стратегический риск, банк, сбалансированная си-
стема показателей (ССП), комплаенс-риск, финансовый мониторинг.
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Today, the risk-based approach has become a 
world standard, its implementation in the bank-
ing sector was initiated by the Basel Committee 

on Banking Supervision (in particular, in the format of 
Basel II and Basel III recommendations) as a response to 
the devastating consequences of the recent global finan-
cial crisis in order to further minimize risks associated 
with banking activities. In view of this, it is important 
not only to harmonize the banking legislation of Ukraine 
with the international standards and create the neces-
sary regulatory framework for implementing risk-based 
supervision but to improve internal systems of bank risk 
management as well. In particular, we are talking about 
assessment methods aimed at timely identification and 
neutralization of risks as well as prevention of the occur-
rence of chain risk events, taking into account the inter-
connectedness of bank risks. Therefore, the development 
of a procedure for assessing strategic risk of a bank and 
the justification of its interrelation with the compliance 
risk, which are defined as the aim of the article, can be 
considered relevant and promising areas of research.

It is generally accepted in banking practice that 
strategic risk is not quantifiable, and, in this regard, the 
issues of finding alternative approaches to assessing it 
(compared with financial risks) are not well developed 
and has not been widely considered by scientists. But the 
scientific literature more often highlights theoretical as-
pects concerning strategic risk of a bank (its essence, fea-
tures of manifestation and consequences) [5–7; 11; 19; 22; 
23], considers its interrelation or causal relationship with 
other components of risk profile of the bank and individ-
ual banking processes [10; 13; 17; 21–23]. For example, 
A. O. Yepifanov, T. A. Vasylieva, S. M. Kozmenko et al.  
[23] provide an explanation of the interrelation of the 
strategic risk with the interest rate risk of a bank, while 
A. M. Kuznetsov and Yu. B. Derkach [13] investigate its 
connection with the currency risk. V. D. Sekerin and  
S. S. Golubev [21] highlight hierarchical relationships be-
tween individual banking risks that, in their opinion, are 
prevailing. According to the authors, these risks, along 
with the strategic one, include market, compliance, cre
dit, operational and liquidity risk, while at the same time 
note that the strategic risk is the most global one.

Work [22] also focuses on the interconnectedness 
of bank risks; in particular, this is demonstrated using the 
example of the partial intersection of the strategic, repu-
tational and transfer risks, business risk, credit, market 

and operational risks. The influence of innovative sys-
tems of remote banking services on the strategic and oth-
er bank risks are considered by L. O. Prymostka [17] and 
G. T. Karcheva [10]. According to G. T. Karcheva [10], 
this relationship is explained as follows: the application of 
electronic banking technologies leads to changes in the 
“bank-client” interaction, which in turn can have a nega-
tive influence on effectiveness of the implementation of 
financial monitoring procedures and result in an increase 
in the strategic, reputational and compliance risks.

Among the scientific works that deal with the for-
mation of guidelines for assessing strategic risk of 
a bank and the development of methodological 

support for managing it as a whole, researches of I. M. Ra- 
byko [18; 19] and N. P. Verkhusha [6] should be noted. 
I. M. Rabyko [18] proposes a methodology for measur-
ing strategic risk of a bank, which implies its assessment 
according to criteria that summarize information regard-
ing: existence of the bank’s strategic plan and its adjust-
ment (including when the bank moves to another stage 
of its life cycle); consideration in the strategy of the risks 
to which the bank is exposed in its activities; compliance 
with the relevant regulations and the principles of the In-
ternational Accounting Standards; existence of plans for 
increasing revenues and optimizing expenses, carrying 
out recapitalization and ensuring liquidity; availability of 
methods for conducting stress testing for profitability; di-
vision of functions among persons responsible for elabo-
rating and implementing the strategic development plan, 
control and monitoring of the strategic risk; monitoring 
of and stress testing for strategic risk, formalization and 
presentation of their results on a regular basis, etc.

Using scoring (from 1 to 4 scores: 4 – the lowest 
score, 1 – the highest score) and weights for each of the 
specific criteria for strategic risk assessment, the author 
offers the following interpretation of the results: ≤ 1.0 – 
the component of the risk management system is highly 
effective; > 1.1 and ≤ 2.0 – the component of the risk 
management system is sufficiently effective; > 2.1 and  
≤ 3.0 – the component of the risk management system 
is not sufficiently effective; > 3.1 – the component of the 
risk management system is ineffective. Following the rec-
ommendations of N. P. Verkhusha, the level of strategic 
risk should be measured from with regard to reliably as-
sessed data on errors associated with the implementation 
of strategic decisions of the bank and any other informa-
tion about changes in its strategy [6].
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The presented proposals of researchers to a greater 
extent cover issues related to applying the corpo-
rate (general) strategy, in particular, those mana-

gerial errors that are committed in the process of its im-
plementation. However, reasons of emergence of strate-
gic risk at the stage of strategy formation, in our opinion, 
are not fully covered. To clarify and generalize them, we 
will consider the definitions of the concept “strategic risk 
of a bank” given in relevant regulatory legal acts and the 
scientific literature (Tbl. 1). For example, the Guidelines 
for the inspection of banks Risk Assessment System [14] 
and the Guidelines on the Organization and Functioning 
of Risk Management Systems in Banks of Ukraine [15], 
define strategic risk as “the existing or potential threat 
to income and capital arising due to incorrect manage-
rial decisions, inappropriate implementation of the deci-
sions and inadequate response to changes in the business 
environment. This risk arises from the inconsistency of: 
strategic goals of the bank; business strategies designed 
to achieve the goals; resources involved in achieving the 
goals; quality of their implementation”. 

goals and activities; inconsistency of strategic decisions, 
etc. In view of this, recommendations on differentiation 
of the types of strategic risk of a bank are proposed to be 
taken into account when assessing its overall level.

Within the established procedure for measuring 
strategic risk of a bank, the level of primary strategic risk 
is determined by summarizing information on the com-
parison of the actual values of the bank’s performance 
indicators with the desired target priorities, which are 
declared in the strategic plan, the level of the secondary 
strategic risk – by evaluating the organizational and eco-
nomic support for strategic bank management.

Since strategic risk of a bank arises directly in the 
strategic management process, the implementation 
of which is characterized by certain features in dif-

ferent banks (in terms of choosing tools for the forma-
tion of analytical support for the development and imple-
mentation of the strategy), it is proposed to assess the 
primary strategic risk using indicators that are grouped 
within the subsystems of the Balanced Scorecard (BSC). 

Table 1

Definition of the concept “strategic risk of a bank” in the scientific literature 

Author(-s), source Definition of the concept “strategic risk of a bank” 

V. V. Bobyl [5] The likelihood of deviation from the target figures due to inadequate response to changes in the 
business environment of the bank

V. V. Kovalenko [22] Risk of an incorrectly chosen managerial decision.

A. O. Yepifanov,  
T. A. Vasylieva,  
S. M. Kozmenko et al. [23]

A potential threat to a bank’s financial condition as a result of incorrect determination of its de­
velopment strategy and ways for achieving it, which is manifested in changes in the bank’s net 
profit and / or equity

N. P. Verkhusha [6];  
I. M. Rabyko [19];  
Ye. G. Knyazeva,  
N. I. Parusimova [11]

Risk associated with the occurrence of debts and financial losses in a bank, with the non-receipt 
of the target revenues as a result of mistakes and omissions made in making decisions that de­
termine the strategy of the bank’s activities and development and are manifested in: neglecting 
possible dangers that threaten the bank’s activities; incorrect or insufficiently justified identifica­
tion of promising activities in which the bank can achieve advantages over its competitors; lack 
or insufficient provision of necessary resources (financial, material and technical, human ones)  
or adequate organizational and control measures to achieve the goals of the bank’s activities

V. P. Gmyria [7] 
Risk arising from incorrect or insufficiently justified identification of promising activities of the 
bank; lack or insufficient provision of necessary resources or adequate organizational measures 
to achieve the strategic goals of banking organizations

Studying the essence of the strategic risk leads to 
the conclusion that the reasons for its occurrence may 
be insufficiently justified in the process of forming the 
general strategy strategic goals or strategic measures and 
failure to implement them, as well as incorrectly set target 
values of indicators used to measure the strategic goals. 
Therefore, it is necessary to distinguish between primary 
and secondary strategic risk, which should be considered 
as risk of incorrect setting of target parameters and risk 
of failure of management decisions respectively. In this 
case, the secondary strategic risk is produced as a result 
of management failures, in particular: inconsistencies of 
the strategic goals, the strategic goals and resources nec-
essary for their achievement by the bank, the strategic 

The idea of forming a balanced set of indicators belongs 
to the American researchers R. Kaplan and D. Norton 
[2] and is highlighted in many scientific works on de-
velopment of analytical systems (in particular, [1; 3; 4] 
and others). The main feature of the BSC proposed by 
D. Norton and R. Kaplan, in comparison with derivatives 
and analogous tools, is the possibility of its using not only 
as a system for evaluating performance but as a strategic 
management tool as well. Moreover, if we consider BSC 
as a tool for strategic management of the bank as a whole, 
the logic of its using is as follows: it allows 1) carrying out 
a comprehensive assessment of the bank’s activities due 
to a balanced combination of financial and non-financial 
indicators (Key Performance Indicators or KPIs), which 
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are grouped within four subsystems (Finance, Customer, 
Internal Processes, Learning and Growth); 2) based on 
the results of the assessment, formulating strategic goals 
united by cause and effect relationship; 3) determining 
and formalizing the general development strategy, moni-
toring the implementation of the strategy and evaluating 
its effectiveness. 

Thus, it can be concluded that, encompassing the 
strategic management cycle, the BSC provides 
the management of the bank with complete in-

formation on its financial activities and factors that in-
fluence it; allows checking the current corporate strategy 
for completeness, consistency and relevance; contributes 
to concentration of efforts on the bank’s strategic ac-
tivities; provides for communication at all levels of the 
bank’s management; aims to optimize the bank’s business 
processes and innovation; ensures increased strategic ef-
ficiency and can be successfully integrated into the con-
trolling system; allows to predict appearance of problems 
and timely respond to risks. Moreover, it is critical that 
the requirements for the strategy (from the point of view 
of its balance), which must be met for a successful imple-
mentation of the BSC, are quite closely correlated with 
factors influencing the secondary strategic risk.

The developed procedure for assessing a bank’s stra-
tegic risk includes three stages (Fig. 1): at the first stage, a 
quantitative assessment of the primary strategic risk is car-
ried out (based on the approximation of the actual values 
of financial and non-financial parameters for measuring 
strategic goals to the target values, the indicator StRI1 is 
calculated); at the second stage, by interviewing internal 
experts (heads of functional departments of the bank), an 
assessment of the secondary strategic risk is provided (us-
ing the Rasch model [8], with the help of the criteria pre-
sented in [12] and supplemented by the criterion “incoher-
ence and inconsistency of the adopted strategic decisions”, 
the indicator StRI2 is calculated); at the third stage – the 
general level of the strategic risk is determined.

At the final stage of the procedure for assessing 
strategic risk of a bank, the results of determining the 
quantitative levels of the primary and secondary strategic 
risk are synthesized (with regard to the need to bring the 
secondary strategic risk indicator to the measurement 
system – from 0 to 1). After that, the arithmetic mean 
value of the indicators StRI1 and StRI2 is calculated and 
the level of the total strategic risk is determined.

To provide a qualitative interpretation of the re-
sults of the quantitative assessment of strategic risk of a 
bank, an interval scale constructed using the golden sec-
tion can be applied. According to this scale, if the quan-
titative value of the indicator of the total strategic risk 
falls within the range from 0 to 0.382, it indicates a low 
(acceptable) level of risk; within the range from 0.383 to 
0.618 – a medium (moderate) level of risk; within the 
range from 0.619 to 1 – a high level of risk.

Given the content-related characteristics of the 
components of a bank’s strategic risk (primary and sec-
ondary strategic risk), it is possible to streamline the chain 
of cause and effect links not only with financial risks but 
also with non-financial risks of banks. In particular, with 
the compliance risk, which in the Regulation on Imple-
menting the Financial Monitoring by Banks [16] is de-
fined as “the risk of legal liability or the risk of application 
of enforcement measures by the NBU, financial losses and 
reputational losses that the bank may incur due to non-
provision of the appropriate level of compliance with all 
requirements of the laws of Ukraine, regulations, rules, 
internal documents of the bank, rules of conduct that 
can be applied when the bank fulfills its obligation as a 
reporting entity”. The necessity of studying this risk under 
modern conditions is gaining importance due to the in-
tensification of implementing the International Standards 
on Combating Money Laundering and the Financing of 
Terrorism and Proliferation (the FATF standards) and, ac-
cordingly, an increased attention to the banking system as 
a link in criminal money laundering schemes.

In the annual reports of the NBU for 2017–2018 [20], 
it was noted that to ensure proper supervision over 
bank’s compliance with legislation requirements in 

the field of financial monitoring during this period, NBU 
specialists conducted 53 scheduled and 3 unscheduled 
field inspections of Ukrainian banks as well as 86 desk 
inspections. Based on the results of inspections, for vio-
lation of the law on financial monitoring, the following 
measures were applied: in 2017 – 37 banks received writ-
ten warnings, and 15 decisions on imposing fines for the 
total amount of UAH67 552 001 were approved; in 2018 –  
22 banks received written warnings, and 14 decisions re-
garding penalties for the total amount of UAH152 072 
978.26 were recorded.

The data on the results of inspections of individual 
Ukrainian banks, aimed at prevention and counterac-
tion to legalization (laundering) of proceeds from crime, 
terrorist financing and the financing of proliferation of 
weapons of mass destruction, for January-November 
2019 are presented in Tbl. 2.

According to the data in Tbl. 2, in January – No-
vember 2019, the NBU made a decision on applying 
enforcement measures to 23 banks (to Megabank JSC – 
twice (in February and November). To 6 of them (Pravex 
Bank JSC, Universal Bank JSC, OTP Bank, Bank Vostok 
PJSC, Bank Credit Dnipro JSC and Ukrgasbank JSB) both 
penalties and written warnings were applied as enforce-
ment measures.

The total amount of fines for banks that violated 
legislation in the field of financial monitoring for the cor-
responding period is UAH 49127515.21, and the main 
reason for applying fines to most of them is an inappro-
priate analysis of financial transactions of their clients 
in view of the risk-based approach. Moreover, for these 
banks, the amount of fines was much less than for those 
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Stage 1: Assessment of the primary strategic risk of the bank 

1.1. Determination of actual values of indicators for measuring the degree of achievement of strategic goals,
 which are grouped within the subsystems of the BSC:

Subsystem “Finance”: indicators of liquidity, pro�tability, �nancial stability and business activities 
of the bank;
Subsystem “Customer”: indicators of customer relationship, customer pro�tability and customer 
retention;
Subsystem “Internal Processes”: indicators of operating expenses and innovative activities of the bank;
Subsystem “Learning and Growth”: indicators of sta� e�ciency, quali�cations and competence, 
motivation level

1.2. Calculation of StRI1:

 
1

1

11 ,
n fact

i plan

x
StRI

n x=
= − ⋅∑

where xfact – is actual values of �nancial and non-�nancial indicators of the bank’s performance;
xplan  – is target values of �nancial and non-�nancial indicators of the bank's performance, which are
justi�ed in accordance with the chosen strategy;
n – number of indicators analyzed

2.1. Calculation of StRI2 using the Rasch model:

Stage 2: Assessment of the secondary strategic risk of the bank 

 
2 ln ,

1
pStRI

p
 

=  − 
where p – is the ratio of the total number of positive responses from experts on the criteria 
for assessing the level of strategic risk (K1 – K7) to their maximum possible number;
K1 – inconsistency of the goals of the bank and the resources necessary to achieve them; 
K2 – inconsistency of the stakeholders’ interests; 
K3 – inconsistency of goals of all levels of management; 
K4 – inconsistency of the strategic goals of the bank and personal goals of its employees; 
K5 – inconsistency of duties and responsibilities of the bank’s employees; 
K6 – inconsistency of the strategic goals and measures;
K7 – inconsistency and incoherence of strategic decisions

2.2. Reducing the results of assessing the secondary strategic risk of the bank to the range 
of values from 0 to 1.

It is performed by comparing the value of StRI2 with its maximum possible value, which, according 
to the Rasch model, equals 2.94 logits (the upper limit of the interval [2.2; 2.94], which corresponds 
to a high level of the secondary strategic risk of the bank)

Stage 3: Assessment of the general level of the bank’s strategic risk 
(as the arithmetic mean of the indicators StRI1 and StRI2)

Fig. 1. Stages of the procedure for qualitative assessment of the strategic risk of the bank

that carried out risk related activities in the field of finan-
cial monitoring.

For example, financial schemes the nature and con-
sequences of which give reason to believe that they are 
related to legalization of criminal proceeds were found in 
the activity of 8 banks. In particular, the schemes imple-
mented through the so-called layering and imply the con-
version of non-cash resources into cash. In the explana-

tions of the NBU [9] on the implementation of risk-taking 
activities in the field of financial monitoring by these 
banks, the following schemes were identified: the issuance 
of cash which came to the accounts of a group of indi-
viduals from a legal entity – the bank client – as loans and 
the repayment of these loan obligations by two other legal 
entities with signs of fictitiousness (Megabank JSC in the 
amount of UAH211.8 million); transferring funds from 
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Table 2

Enforcement measures of the NBU applied to the banks of Ukraine that violated legislation in the field  
of financial monitoring (January – November 2019)

Month Banks to which the enforcement measures were 
applied for violation of the legislation

Types of enforcement measures applied

Penalties, hrn Warning letters

January 

Pravex Bank JSC 200 000 +

JSC “Unex bank” – + 

Universal Bank JSC 14382472.28 +

February 
Megabank JSC 6 200 000 –

Commercial Bank “Land Capital” – +

March OTP Bank 7142125.42 +

April 

Bank Vostok PJSC 300 000 +

JSC “Alpari Bank” 2 000 000 –

PJSC “MTB Bank” 4350000.50 –

“RwS bank” 3000390.52 –

PJSC “Settlement Center for Servicing Contracts  
in the Financial Markets” 200 000 –

May JSC CB PrivatBank – +

June JSCB Industrialbank 6852526.49 –

July

JSB Pivdennyi – +

JSC “Misto Bank” – +

Bank Credit Dnipro JSC 300 000 +

August 

JSC Bank Alliance 2 600 000 –

“Sberbank” JSC – +

Ukrgasbank JSB 300 000 +

JSC “CIB” 200 000 –

September – October NBU did not apply any enforcement measures to the banks 

November 

JSC “EPB” 400 000 –

Megabank JSC 200 000 –

JSC “AB “Radabank” 300 000 –

JSC “Oschadbank” 200 000 –

Source: developed by the author based on [9].

customer accounts to accounts with other banks and the 
delivery of these funds by means of cash-in transit ser-
vices of other banking institutions to the business units of 
these customer (JSCB Industrialbank – in the amount of 
about UAH906 million, PJSC “MTB BANK” – UAH1.18 
billion, OTP BANK – more than UAH700 million, JSC 
“Alpari bank” – UAH400 million); crediting of funds to 
customer accounts with signs of fictitious activity (trans-
fer from counterparties, some of which are clients of 
other banks) with their subsequent transfer to other com-
panies (Universal Bank JSC – in the amount of UAH 2.8 
billion) within the following few days; conducting cyclical 
financial transactions with government bonds on behalf 
of individual customers, including public figures or per-
sons close to them (JSC Bank Alliance and “RwS bank”).

It should be noted that the main reasons for the 
emergence of compliance risk are inefficient work of the 

compliance control department, imperfect internal bank 
systems for financial monitoring and insufficient experi-
ence of banks in these areas.

However, an increase in strategic risk resulting 
from incorrect determination (in this case – 
overestimation) of the values of target indicators 

for measuring strategic goals as well as from inefficiency 
of the strategic management mechanism also makes it 
possible for banks to use a formal approach to meet-
ing the requirements of legislation in the field of finan-
cial monitoring. This means that due to the failures to 
reduce the level of strategic risk through using internal 
drivers (managerial decisions to improve strategic plans) 
and the reluctance to adjust target parameters, in order 
to obtain financial benefits and achieve strategic finan-
cial goals, banks face a risk of being involved in legalizing 
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criminal proceeds and, accordingly, compliance risk. As 
an example of using a formal approach to meeting the 
requirements of legislation in the field of financial moni-
toring, we can consider the information published by the 
NBU [9] about Universal Bank JSC. In particular, the fact 
that within a month after making the decision to termi-
nate business relations with customers who were posing 
an unacceptably high risk, the bank continued to service 
them and conducted financial transactions in the amount 
of about UAH266 million. 

CONCLUSIONS 
From a practical point of view, the significance of 

the presented procedure for assessing strategic risk of 
a bank is that the results of its implementation can be 
used: firstly, for justifying decisions to minimize strate-
gic risk by adjusting the strategy (clarifying and chang-
ing strategic measures, reviewing strategic goals and 
parameters, measuring their achievements) and opti-
mizing managerial decisions in general; secondly, in the 
context of managing the compliance risk, organizing the 
work of the bank’s compliance control department and 
its internal financial monitoring system. It is also advis-
able to note that the occurrence of compliance risk initi-
ates the growth of strategic risk. In particular, due to the 
application of financial sanctions to the bank, it leads to 
the emergence of reputational risk, the strengthening of 
which may negatively affect the level of effectiveness of 
the strategy implemented by the bank.	                  
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