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INFLUENCE OF ACCOUNTING INFORMATION
ON THE LEVEL OF FINANCIAL SECURITY OF
SYSTEMICALLY IMPORTANT BANKS

Abstract. Introduction. Dynamics and inconsistency of market changes caused by the current stage of economic development
induce the increased deregulation of cash flows in time and volume. The most important component of the reproductive relation-
ships implementation mechanism is the banking system, so the main task should be prevention of financial danger for systemical-
ly important banks, which is the key to timely responding to accounting information signals.

Purpose of the article is development the approaches to determine the level of financial security of systemically important banks
taking into account the influence of accounting information.

Results. Banking system has a specific role in the effective functioning of cash flow and the course of economic processes in the
state, consisting in making payments, financing of other business entities and risk transformation. A key basis for the regulation of
bank activity is accounting information, because it is the basis for the model development of multi-version management decisions
which directly affect the level of financial security of systemically important banks. The accounting information allows determining
the key stability indicators of banking sector. An effective tool to classify systemically important banks according to these indicators
is trigonometric analysis, which graphically visualizes the results on the unit circle. That allows defining the level of financial secu-
rity of systemically important banks and make comparisons between them. Among the mechanisms for providing the financial secu-
rity of systemically important banks under the influence of accounting information signals, the decisive role have the mechanisms
which operate at the level of a state and region, because they are the basis for the internal mechanisms development to increase
the level of financial security of certain banks.

Conclusion. The key to raising the level of financial security of systemically important banks is development of effective accounting
support and the financial risk management system that can respond to the dynamic change of updated information. The effective
system creation of crisis early identification and prevention under the influence of accounting information signals allows the bank to
implement timely the restructuring of its assets and liabilities in order to minimize the financial risks and provide the functioning sta-
bility of the banking system.
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[OOKTOP EKOHOMIYHMX HayK, Npodecop, 3acTyMHUK AMPEKTopa 3 HayKOBOi pO60TK Ta MiXKHapoAHUX 3B’A3KIB,

XapkiBCbKU IHCTUTYT 6aHKIBCbKOI cnpasmn YHiBepcuteTy 6aHKIBCbKOI cnpaBu HauioHansHoro 6aHky YkpaiHu, YkpaiHa

O. B. MockaneHko

KaHamMAaT eKOHOMIYHMX HayK, OOUEHT kadenpu obniky i ayanTy, XapKiBCbKUA iIHCTUTYT 6aHKIBCbKOI cnpasu

YHiBepcuTeTy 6aHKiBCbKOI cnpasu HauioHanbHoro 6aHky Ykpainum, YkpaiHa

P. O. NickyHoB

KaHAMAAaT EeKOHOMIYHMX HayK, AOLEHT Kadeapw obniky i ayauTty, XapKiBCbKWIA IHCTUTYT 6aHKIBCbKOi cripasu

YHiBepcuteTy 6aHKiBCbKOI cnpasm HauioHanbHoro 6aHky YKpaiu, YKpaida

BMNJIMB OBJIIKOBOI IHPOPMALII HA PIBEHb ®IHAHCOBOI BE3NEKN CUCTEMHUX BAHKIB

AHoTauif. Y ctaTTi 06rpyHTOBaHO cneumdiyHy ponb 6aHKIBCLKOT cucTeMr B epeKTUBHOMY (DYyHKLIIOHYBaHHI rpOLLOBOro obiry Ta
nepebiry eKOHOMIYHUX NpoLeciB Y KpaiHi. KnacugikoBaHo cuctemHi 6aHkum 3a piBHeM hiHaHCOBOI 6€3MNeKn, AKUA BU3HAYEHO Ha
OCHOBI 06/1iKOBOI iHChopMmaLlii i3 BUKOPUCTaHHAM MNOCTYNaTiB TPUrOHOMETPUYHOrO aHanidy. lMokasaHo TiCHWIA 3B’A30K iHAMKaTOopIB
6aHKIBCbKMX | BaNIOTHMUX KpM3 Ta ix ponb y 3abe3nedeHHi hiHaHCOBOI CTabiflbHOCTI EKOHOMIYHOI cucTeMU. PO3KPUTO MexaHiamu
3abe3neyeHHsA hiHaHCOBOI 6e3nekn cUCTEMHUX BaHKIB i3 BUKOPUCTaHHAM 06MiKoBUX iH(hOpMaUiiH1X curHanis. 3anponoHoBaHO
HanpAMK NiABULLEHHA PiBHA piHAHCOBOI 6e3NeKn CUCTEMHUX BaHKiIB.

KniovoBi cnoBa: ciHaHcOoBa 6e3neKa; Kpusa; aHTUKPU30BE PErystoBaHHA; (hiHAHCOBUI PUBKK; CUCTEMHUI BaHK; obnikoBa
iHcpopmauis.
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JIOKTOP 9KOHOMMYECKMX HayK, Mpodeccop, 3aMecTUTeNb AMPEKTOpa No Hay4YHo paboTe 1 MeXAyHapoAHbIM CBA3AM,
XapbKOBCKUA MHCTUTYT 6aHKOBCKOro Aena YHusepcuteta 6aHKOBCKOro Aena HauvoHanbHoro 6aHka YkpauHbl, YKpavHa

E. B. MockaneHko

KaHOnOaT SKOHOMUYECKUX HayK, OOUEeHT Ka(be,qpbl yyeTa n ayauTa, XapbKOBCKVIIZ WHCTUTYT 6aHKOBCKOro aena
YHuBepcuteta 6aHkoBCcKoro gena HaumoHanbHoro 6aHka YkpauHel, YkpanHa

P. A. NMuckyHoB

KaHauaaT 9KOHOMUYECKMX HayK, AOLEHT Kadeapbl y4eTa u ayanta, XapbKOBCKUA UHCTUTYT 6aHKOBCKOro aena
YHuBepcuteTa 6aHKOBCKOro Aena HauvoHanbHoro 6aHka YkpaunHbl, YKpavHa

BJIMAHUE YYETHOU MHO®OPMALUUN HA YPOBEHb ®UUHAHCOBOU BE3OMNACHOCTU CUCTEMHbLIX BAHKOB
AHHOTauuA. B ctatbe obocHoBaHa crneundmyeckan pornb 6aHKOBCKOW CUCTEMbl B 3PIEKTUBHOM (OYHKLIMOHMPOBAHUN
LEHEXHOro 06opoTa 1 3KOHOMKKM CTpaHbl B LenoM. KnaccudmumpoBaHbl cMCTEMHble 6aHKM MO YPOBHIO (DMHAHCOBOW 6e30-
NacHOCTW, KOTOpPbIA OMNpeAeneH Ha OCHOBE Y4EeTHOW MHopMaummn C UCMOSb30BaHWEM MOCTYNaToB TPUrOHOMETPUHECKOTrO
aHanusa. lNokasaHa TecHaa CBA3b MHAMKATOPOB 6AHKOBCKMX M BantOTHBLIX KPU3UCOB, a TakXe X ponb B obecrnedveHun du-
HaHCOBOW CTabUIbHOCTY 3KOHOMUYECKOW CUCTEMbI. PacKpbiTbl MexaHu3Mbl obecrneyveHna MHaHCOBON 6e30MacHOCTH CuC-
TEMHbIX 6aHKOB C MOMOLLBIO YHETHbIX MHAOPMAaLMOHHBLIX CUrHanoB. [peanoXeHbl HanpaBneHWA NOBbLILEHNA YPOBHA (OUHaH-

COBOW 6€30MacHOCTM CUCTEMHBIX HaHKOB.

KrntouyeBble cnoBa: (hmHaHcoBaA 6e30MacHOCTb; KPU3NC; aHTUKPU3NCHOE PerynnpoBaHue; (OMHAHCOBbIA PUCK; CUCTEMHbIN

6aHK; y4yeTHaA nHdopmauums.

Introduction. Providing of the economic agents’ financial
security underlies the instruments of financial risks manage-
ment adaptation. Their imperfection is the cause of financial bal-
ance loss in the economics which leads to the negative finan-
cial and economic consequences. Dynamics and inconsistency
of market changes caused by the current stage of economic
development induce the increased deregulation of cash flows in
time and volume that is clearly reflected in the economic indi-
cators formed on the base of accounting information proces-
sing. And the specificity of financial risk manifestation on them
brings the limits to economic agents’ activities.

The most important component of the reproductive relation-
ships mechanism implementation is the banking system which
has a specific role in the area of risk transformation, other busi-
ness entities financing and making payments: bank deposits
capital characterizes the investment opportunities for the eco-
nomy; loans determine the market demand and monetary cha-
racter of most accounts. Therefore, the banks influence not only
on the effective functioning of the money turnover, but also on
the course of economic processes.

A key basis for the bank activity regulation is accounting in-
formation, because it is that fully discovers all aspects of the
banking activity and enables to distinguish a phenomenon
from a fact. It is the accounting information that is the basis for
the model development of multi-version management deci-
sions, which directly affect the level of financial security of
systemically important banks that actualizes the further
research in this direction.

Brief Literature Review. It should be noted that the finan-
cial security providing has been the subject of serious scienti-
fic research. Some aspects of the mentioned problem are pre-
sented by many scientists, among them are O. Baranovskyi
(2009) [1], A. Lobanov (2009) [2], O Trydid (2013) [3], D. Pyle
(1997) [4], G. Maler (1996) [5], M. Lewis (1999) [6], A. Demir-
gus-Kunt, and E. J. Kane (2002) [7] and others. Most scientists
investigate the certain aspects of theoretical regulations imp-
rovement and methodological approaches to overcome the cri-
sis, the choice of anti-crisis management methods by the eco-
nomic agents etc. However, the main task should be avoidance
of the financial risk, which is the key to timely reaction to the
accounting information signals.

The purpose of this paper is to develop approaches to the
level of financial security determining of systemically important
banks, reckoning with the influence of accounting information.

Results. The task of the financial security improvement of
systemically important banks in developed countries rose
extremely actual only in the last 15-20 years [2]. The reason of
that is not the bankruptcy of some companies, banks and crisis
of public finance in various countries which have occurred ear-
lier, but the rate of cash flow imbalance and the extent with
which they occur and spread.

Thus, the collapse of saving and loan associations in the
USA had lasted for 20 years (1972-1992); American Orange
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County’s investment pool in three years (1992-1994) increased
its monthly losses from eligible 1.8% to threatening 5% from the
total deposits [4], lost a total of 1.67 billion dollars. And for
destruction of the bank Barings in 1995 it had taken only a few
months that its loss amounted about 1.1 billion dollars [5]. Even
more fleeting was the destruction of the hedge fund Long Term
Capital Management (LTCM), which by the crisis in August
1998 had lost 2.1 billion dollars (47% of its assets value) for one
month only. On August 21, 1998, this fund suffered losses in the
amount of 550 million dollars, and on September 21, 1998 it lost
another 500 million dollars [6]. But the largest event was the
bankruptcy of the investment bank Lehman Brothers on
September 15, 2008 that for one month had reduced 75 billion
dollars of the total company value [7]. That resulted in a chain
reaction of bankruptcies of the largest world banks. For their
salvation, the governments of the world have spent 15 ftrillion
euros in two years (it is one third of the global GDP in 2008) [8].

The financial crises existence and the specificity of its man-
ifestation have brought the limits to the systemically important
banks activities in the market. Firstly, the socio-economic crisis
has financial consequences which are inherent in dynamic and
contradictory transformation of the current state of the economy
[9]. Secondly, the amount of available financial resources inf-
luences on the chosen methods and efficiency of financial
security support, because the significant reason of negative
transformations in the economy is a gap in the movement of ap-
propriate financial resources of different economic entities [10].
Lack of financial resources implies to transition of economic
agents to mutual crediting, growth of mutual non-payments and
increase of accounts payables. On this base, it leads to the cost
of servicing the cash flows’ increase.

The accounting information allows determining the key sta-
bility indicators of banking sector: customer liabilities, net prof-
it/loss and bank capital. An effective tool to classify systemical-
ly important banks according to these characteristics is
trigonometric analysis, which graphically visualizes the results
on the unit circle. Using this method6 it was determined the
level of financial security of systemically important banks and
the comparison between them was made.

For further analysis and data visualization6 we use the fol-
lowing geometric interpretation. Input data X (credit flow formed
from liabilities of bank customers in % to net profit/loss of the
bank) and Y (the coverage degree of client obligations by cash
flows connected with formation of bank capital) are rationed as
follows:

X 0
>Y= ,
Tz @
were Z is index for normalization values of X and Y by
Theorem of Pythagoras. |

In this case the value B (Figure) can be interpreted as the
radius of the unit circle. Then, the credit support of financial
establishment (formation of resource base for credit operations)

0
X +Y'=Z"=>X-=
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can be shown as the radius vector of unit length. For its image
on the circle we compute the value ¢:
0

@ =arctg é )
X

Defining the arctangent of an angle, we represent the posi-
tion of bank as point, and graphically displayed it on the trigono-
metric circle (Figure). Then, the credit support of bank estab-
lishment where X= Yis equal in Figure 1 to an angle ¢p=7/4,
i.e. 45% (in Figure it is Line OBY. More about this is in the
research [11]. The practical meaning is determined by using the
proposed in the study approach that allows obtaining the quan-
titative and graphic assessment of the bank’s financial security.

This classification confirms the conclusion of the National
Bank of Ukraine by results of recent stress-test: most systemi-
cally important banks require capitalization to avoid the crises
phenomena.

A
o 13,64° (Bank 2, 3, 4, 10)

B2 13,01° (Bank 6)
10,94° (Bank 7)

4,7° (Bank 8)
3,04° (Bank 11)

0 -5,21° (Bank 12)
-5,96° (Bank 13)
-6,19° (Bank 9)
-6,53° (Bank 14)
-9,11° (Bank 1)
-12,61° (Bank 15)
-14,09° (Bank 16)
-14,5° (Bank 5)
-15,1° (Bank 17)

Figure: Classification of systemically important banks by the level
of financial security, 2013
Source: Own development

In the study [2, p. 789-797], it is shown the close relation-
ship of indicators of banking and currency crises. Thus, from
12 indicators of currency crises and 14 banking crises indica-
tors, 11 are common. In the study [12, p. 120-127], from 25
warning indicators 19 are common. However, the authors [11,
p. 32] proved that the specified content of factors is different
because: firstly, countries can export (import) a different set of
goods and services and therefore be exposed to a variety of
trade «shocks»; secondly (as described in [2, p. 349]), the
stability of the state financial system directly depends on the
institutional features of legal regulation of economic activity.
When we consider the financial stability of the system in the
study [2, p. 18], we mean a situation in which the system is
able to fulfill satisfactory three key functions at the same time.
First of all, the financial system is effectively and continuously
contributes to the inter-temporal resources allocation from
saving owners to investors and the distribution of economic
resources in general. Secondly, the financial risks for the
future are determined and evaluated by reasonable accuracy
and also are relatively well managed. Thirdly, the financial sys-
tem is in such condition that it without effort can absorb the
financial and real economic unexpected events or shocks.

According to the research [1, p. 113-201], the main factor
influencing the financial risk is the rapid development of finan-
cial derivatives. The total mass of derivatives traded in the
world (many of them have been derived from other derivative
instruments) is often compared with the inverted pyramid
based at the foundation of real production. This analogy
allows visualizing that even a weak or insignificant basis fluc-
tuation, such as the state of real sector, implies the volatility of
«superstructure», which is derivatives market. These fluctua-
tions certainly have a strong inverse effect on the producers of
goods and services who increasingly use the derivative instru-
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ments not only for hedging of their positions, but also for the
speculative profit gaining.

In the USA on December 01, 2008 the total amount of
derivatives was accounted for $684 trillion, while the GDP for
that year was $14.4 trillion and the global GDP was respective-
ly $60.2 trillion. That means that only the USA derivatives
exceeded the global GDP in 11 times. If we consider the world
in general, according to the sources [13; 14], in December
2009, the total external debt of all countries amounted to
$56,900,000 million, meanwhile the total gold reserves of all
countries were $10 008.392 million which means that the gold
and currency reserves covered only 0.18% of the external debt,
excluding the domestic one.

In addition, with the increasing financial derivatives com-
plexity, correct accounting evaluation of their market value is
complicated [15], and therefore timely prevention of risks relat-
ed with them is vital. In the research [16, p. 53] it is stated that
the ways of increasing the company’s market value and share-
holders’ welfare are inseparably linked with the improvement of
the financial flows anti-crisis management system as a guaran-
tee of the financial security improving, because predicted dis-
counted cash flows determine the value of the company. This is
confirmed in the research [17, p. 155], where is stated that the
cash flow management system is directed to balance the finan-
cial resources circulation.

Under conditions of the financial markets high volatility,
even the central banks of developed countries, which have sig-
nificant owned capital and sustainable financial position, can be
a subject of global external shock that may change the charac-
ter of risks of their assets and liabilities. Such a situation even
faced the Central Bank of Switzerland during the global finan-
cial crisis.

The stability of functioning and the financial security are the
main requirements which the international community proposed
for the banking systems and it distinguish itself from any other
sector of the economy. Accordingly, in case of their absence, the
special urgency gets development of the measures to improve
the financial security level of systemically important banks tak-
ing into consideration the accounting information [18]. Of
course, the quality of legal functions execution by a central bank
in any case should have priority over the possible financial loss-
es of the banks. Instead, according to the law, the central banks
of the countries carry their costs from their own revenues. This
is a collision, because the conflict of interest of the state and
society from the one hand, and the central bank — from the
other, under certain conditions can directly affect the economic
security of the state. Also, the banking system development is
influenced, from the one hand, by the desire for the largest effi-
ciency from the side of its members (represented by commer-
cial banks) and the desire for the largest stability from the side
of society as a whole (represented by the state) [9].

The mechanisms for the financial security providing of sys-
temically important banks are quite various. Depending on the
sources of accounting information, it is convenient to consider
them by the hierarchical levels of acceptance and area of
usage. It should be noted that these mechanisms don’t operate
isolated but are in a complex relation with each other. In prac-
tice, they can be applied in different combinations and with dif-
ferent efficiency, meanwhile the decisive role in the financial
security of systemically important banks providing have the
mechanisms which operate at the level of the state and area
(Table).

As a result of long evolution, the formed system of the finan-
cial security state support of banking in the developed Western
countries is based at three fundamental mechanisms: the min-
imum capital adequacy of bank capital, the limited liability of
bank shareholders by liabilities before creditors, and govern-
ment deposit insurance. That means that the directions for the
level of financial security of systemically important banks
improving as functions of governance management should be:

1) banks’ financial stability;

2) banks’ credit level increase;

3) money circulation organizing;

4) the deposits protection of individuals.

9-10(1)’2014
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Table: Mechanisms for the financial security of systemically important banks
providing under the influence of accounting information signals

and supranational institutions, regulations
and standards, developed and free
accepted by the participants

Level Macro-level Meso-level Micro-level
(government level) (level of the banking system) (level of certain banks)
Main Supreme organs of Legal regulations of the government In addition, can also be
institutions government supervisor (the National Bank of Ukraine) used own, internal

mechanisms for the
financial security providing

Mechanisms | Main:

1) restrictions on the
structure of bank
portfolios;

2) national insurance;

3) volume of responsibility
of bank owners to creditors
for liability.

Auxiliary:

1) restrictions on entry into
the industry, expansion,
mergers and acquisitions;
2) the order and
procedures of bankruptcy
and banks liquidation;

3) restrictions on the
maximum volume of

1) the minimum volume, requirements to
the structure and rules of adequacy of the
bank capital;

2) the liquidity rules of the bank balance
and loans concentration;

3) the measures of prudential supervision
of regulatory authorities with observance
of the mandatory standards;

4) the requirements for information
disclosure about financial bank position;
5) the conventional measures of
quantitative assessment of the banking
risks, methods of their calculation and /
or regulatory requirements for the
methods;

6) the standards of organization and
activity of services of internal control and

1) methodologies for
credit rating of debtor and
for internal models for
credit risk of loan
portfolios;

2) internal models of
market risk quantitative
assessment for trading
bank portfolios;

3) the applied strategies of
market, credit, operational
and other risks
restrictions.

11. Dubnickiy, V., Piskunov, R., & Taras-
kina, N. (2012, February). Geometric
analysis of country risk. Biznes-inform
(Business Inform), 2, 31-34 (in Russ.).
12. Vasyurenko, O. (2010). Valuation
models of banking activities to ensure
the stability of the banking system.
Kyiv : University of Banking of the
National Bank of Ukraine (in Ukr.).

13. Ukraine needs strategy before crisis
(2010, August). Ukrainskyi biznes-resurs
(Ukrainian Business Resource). Retrie-
ved from http://ubr.ua/finances/ macro-
economics-ukraine/ukraine-nujna-strate-
giia-pered-krizisom-57663 (in Russ.).

17. Berdar, M. (2009). Systemic ap-
proach to key elements of Financial
Management Enterprise identifying. Teo-
retychni ta prykladni pytannia eko-
nomiky (Theoretical and Applied Issues
of Economy), 20, 154-160 (in Ukr.).

18. Moskalenko, O. (2014). Accounting
and information support of credit and
investment bank activity. Visnyk
Universytetu bankivskoyi spravy Natsio-
nalnoho banku Ukrainy (Herald of
University of Banking of the National

deposit rates and fees. risks in bank management that are

recommended by the supervisors.

Source: Own development

Conclusions. The level of financial security of systemically
important banks is associated with: firstly, development of effec-
tive accounting support that can respond to the dynamic
change of updated information; secondly, optimization of sensi-
tivity of the bank value to the change of discount rate; thirdly,
the financial risk management system. For each country should
be chosen a specific set which is liable to regular monitoring of
financial, macroeconomic and institutional variables that affect
the state of the banking sector and the exchange rate stability.
Creating of the effective system of early identification of the
threat of currency and banking crises under the influence of
accounting information signals allows the bank to implement its
assets and liabilities restructuring in time, so as to minimize the
financial risks. At the same time, the effective mechanism for
the financial security of systemically important banks develop-
ment providing is very complex issue and it is prospective for
further research.
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