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ANALYSIS OF THE CURRENT STATE
OF THE CORPORATE SECURITIES MARKET OF UKRAINE

Abstract. The article indicates the importance of special attention that is required to study
the development of a segment of the financial market as the corporate securities market. Obviously,
one of the key problems of the national securities market is "deficit" of financing instruments for
investment measures. The analysis of the main tendencies and regularities of the stock market
development, as well as the dynamics of the volume of movement of the main instruments on it
show that the largest volumes of trades on the stock market were in the month of the greatest
political instability in the country.

Particular attention is paid to the current state of the corporate securities market in Ukraine,
in particular, the assessment of domestic market indices in the period from 2004-2016 is carried out
in detail. Issue shares, which significantly influenced the overall structure of registered shares and
their share in Ukraine’s GDP, are shown. The dynamics of volume and number of issues of
corporate bonds issue are analyzed.

It is revealed that the domestic stock market today is significantly lagging behind in the
development of the stock markets of industrialized countries. Creating favourable conditions for the
functioning of securities is an integral part of the economic policy of most countries of the world.
The securities market of Ukraine needs a clear system of investor protection, support for the
stability of the market infrastructure development in all areas and effective regulation. The
conducted market analysis allows to predict its further development and helps to highlight the main
aspects of determining the features of construction of other components of the financial market.

Keywords: corporate market, securities, shares, bonds, share issue, stock exchange,
regulation.
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AHAJII3 TIOTOYHOI'O CTAHY PUHKY
KOPIIOPATUBHUX IIIHHUX ITATIEPIB YKPATHU

AnoTtanisi. Oco0nuBOi yBaru nmotpedye BUBUCHHSI PO3BUTKY TAKOTO cerMeHTa (JiHAHCOBOTO
PHUHKY, SIK pUHOK KOPIIOPATUBHUX I[IHHKUX Tarepis. HarosomieHo, mo oHIE0 3 KIFOYOBUX MTPOOIIEeM
HaI[iOHATBHOTO (DOHIOBOTO PHHKY € «aediluT» IHCTpYMEHTIB (iHAHCYBaHHS IHBECTHIIIMHUX
3axo/iB. [IpoBesicHO aHalli3 OCHOBHUX TEHJICHIIIH 1 3aKOHOMIPHOCTEH pO3BUTKY (POHIOBOTO PHHKY,
a TaKOXX JWHAMIKK 00CATIB pyXy OCHOBHUX IHCTPYMEHTIB Ha HhOMY. BH3HaueHO, 10 HaHOLIbIII
oOcsirr TOpriB Ha (OHIOBOMY PHHKY OYyiM B Micsili HalOUTBIIOT MONITHYHOI HECTabiIbHOCTI y
KpaiHi.

Oco0nuBy yBary 30cepe/PKeHO Ha Cy4aCHOMY CTaHi PHHKY KOPIOPAaTUBHUX I[IHHUX TarepiB
B YKpaiHi, 30KpeMa JeTabHO MPOBEJCHO OIIHKY MOKa3HUKIB BITYM3HSHOTO PUHKY B IEpioj
2004—2016 poxie. [loka3aHo BHWIYCKH aKIIii, sSIKi CYTTE€BO BIUIMHYIM Ha 3arajlbHy CTPYKTYpY
3apeecTpOBaHUX BHUITYCKIB akiid Ta ixHi0 yactky y BBII VYkpainu. [IpoanamizoBano auHamiKy
00csTy 1 KUTPKOCT1 BUITYCKiB KOPIOPATUBHHUX OOJIiraii.

3’sicOBaHoO, 110 BITYM3HIHUIA (QOHAOBUI PUHOK CHOTO/IHI 3HAYHO BiJICTAE Y CBOEMY PO3BHUTKY
BiT ()OHIOBMX PHHKIB TMPOMHCIOBO PO3BUHYTHUX KpaiH. CTBOpEHHS CHPHUSATIMBUX YMOB JUIS
(yHKIIOHYBaHHS I[IHHUX MarepiB € HeBill’eMHOIO CKJIaJOBOI0 €KOHOMIYHOI MOJITHKH OiLIbIIOCTI
KpaiH cBiTy. PHHKOBI I[iHHUX nanepiB YKpaiHu MOTpiOHA 4iTKa cHCTeMa 3aXHCTy IpaB iHBECTOPIB,
MIATPUMKA CTaOUIBHOCTI PO3BUTKY IH(PACTPYKTYpH PHHKY B YCiX HampsiMax Ta e(QeKTHBHE
perymoBanHs. [IpoBenenuil ananiz puHKY Ja€ 3MOTY MIPOTHO3YBaTH HOTO MOJAIBIINNA PO3BHUTOK 1
JIOTIOMAara€ BUJIUTUTH TOJOBHI AacCIEeKTH IIOJ0 BHU3HAYCHHS OCOOJIMBOCTEH TOOYIOBU IHIIIMX
CKJIaJ0BUX (PIHAHCOBOTO PHHKY.

KarouoBi cioBa: xoprmopaTwBHUWI PUHOK, IIHHI Marepw, akilii, oOJirarii, eMmicis akIiii,
Oiprka, perynroBaHHs.
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AHAJIN3 TEKYIIET'O COCTOSHUS PBIHKA
KOPIIOPATUBHBIX HEHHBIX BYMAI' YKPAUHBI

AnHoTanus. [IpoaHamM3MpPOBaHO TEKYIIEEe COCTOSIHUE DPBIHKA KOPIOPATHBHBIX IIEHHBIX
Oymar B YKpanHe, B 4aCTHOCTH IOJIpoOHO MPOBEICHA OLIEHKA ITOKa3aTeleil 0TeYeCTBEHHOTO PhIHKA
B mepuong ¢ 2004—2016 rr. OOnapyxeHO psn mpoOireM, KOTOpble HETaTHBHO BIHUSIOT Ha
MPO3PAaYHOCTh OTEpanuii U HEPa3BUTOCTh MH(PPacTpyKTypsl. CIIpOrHO3MPOBAHO €ro JallbHeHIIee
pa3BUTHE U OTIPeeTIeHbI 0COOEHHOCTH MOCTPOSHHUS IPYTUX (PMHAHCOBBIX PHIHKOB.

KiioueBble c10Ba: KOPIOPATUBHBIN PHIHOK, [IEHHBIE OyMaru, akmuu, OOJUraIii, SMUCCHS
aKIui, OupKa, peryaupoBaHusL.

®opwmyi: 0; puc.: 8; Tadmn.: 2; 6ubm.: 17.

Introduction. Formation of the corporate securities market provides the opportunity to
ensure financing for the needs of economic agents in three interconnected institutional sectors —
financial, non-financial corporations and the households sector. The availability of effective
mechanisms for attracting financial resources by all economic entities is an important direction for
stabilizing economic growth. Due to its own investment capacity, the corporate securities market of
Ukraine plays a very important role in the financial system of the state. The need to ensure
restoration of the domestic economy (after crisis, military-political and other unfavorable
circumstances) also requires wide use of corporate securities as equity capital raising instruments.

Analysis of research and statement of the problem. The theoretical basis and practical
aspects of functioning of corporate securities markets are researched in the works of foreign and
domestic researchers, among which: R.Braley, L. Hitman, R.King, J.Teweles, M. Showls,
G.Azarenkova, N.Galazuk, A.Danilenko, N.Deeva, B.Karpinskiy, B.Korneev, M.Kuzhelev,
S.Moshenskiy, E.Petrenko, O.Ruban, B.Samorodov, L.Shkvarchuk. At the same time, analysis of
published works shows that problems of development of the corporate securities market in Ukraine
require further studying and improvement of the functioning mechanism. Using the scientific
researches of these scientists, it should be noted that the study of a number of theoretical and
practical issues of functioning of the corporate securities market is not final and needs to be further
explored in the context of globalization and the strategy of European integration of Ukraine.

The purpose of the article is to explore the current state of the corporate securities market,
to identify the preconditions for instability and trends in the development of world financial
markets.

Research results. The main period of development of the corporate securities market in
Ukraine is the period of activation of the market, namely the period from 2002 to 2007. Thus,
dynamic growth of the corporate securities market during 2002-2007 coincides with the general
tendencies in the domestic securities market: there is an increase of trust in the market, the number
of financial intermediaries, the importance of the market as an investment environment for
accumulation and allocation of financial resources; the necessary conditions for its functioning are
created.

From Pic.1 we see the dynamic growth of the corporate securities market during 2004-2007,
which coincides with the general tendencies in the domestic securities market: there is an increase
of confidence in the market, an increase in the number of financial intermediaries, the value of the
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market as an investment environment for accumulation and allocation of financial resources
increases, necessary conditions for its functioning are created.
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Pic. 1 Analysis of dynamics of issue of corporate bonds and its share in GDP of Ukraine in 2004-2016.
Source: constructed by the author on the basis of [1]

Since 2004 there has been a gradual increase in volumes of issue of corporate bonds (Pic.1).
f in 2004 the volume of issues amounted to 4.11 billion UAH, in 2007 this figure increased 10 times
to 44.48 billion UAH. The share of corporate bonds in Ukraine’s GDP increased from 1.19% in
2004 to 6.17% in 2007. From 2008 to 2010, we see an abrupt decline, which can be explained by
the crisis in the world market. But in 2010 the volume of issues increased again: in 2010 — 9.49
bIn., and in 2011 — 35.91 bin. Starting from 2013(pic.1) we can observe decrease of volume of
issues, which is connected with the unstable situation in our country.

As we see from Pic. 2, there are positive trends in the stock market, which remains the
largest segment of the entire domestic securities market. The gradual increase in the share issue was
accompanied by increase in the number of companies quoted on domestic exchanges (Pic.2).
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Pic.2. Dynamics of issue of shares and its part in GDP of Ukraine in 2004-2016
Source: constructed by the author on the basis of [1, 2]

It is necessary to agree with the scientist Tarasyuk D.S. [13] and specify several
preconditions that influenced the positive dynamics of the stock market development:

1)positive macroeconomic dynamics — economic growth in key sectors of economy,
intensification of investment processes and strengthening of intersectoral connections in the
economic system had a positive influence on the stock market. In particular, there is a correlation
between the volume of sales in industry and the volume of trade in shares of enterprises (Pic. 3).

153



2608

2000 1777

1332 1401 1355 1429
1500 1066
556 592 416 [462
171

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

= volume of sold industrial products, billion UAH stock trading volume billion UAH

Pic. 3 Dynamics of volume of stock trading and volume of sold industrial products 2004-2016.

Source: constructed by the author on the basis of [1, 2]
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2) the synergistic effect — putting into operation mandatory conditions for stock exchanges
to carry out trading activities in the market contributed to the increase in the volume of trading in
shares, while ensuring liquidity and transparency increased the investment attractiveness and
business activity of issuers. As a result, an increase in the volume of trading in shares in 2002-2007

had a positive impact on the volumes of primary emission by corporations.

3) the growth of capitalization — the positive dynamics of the PFTS index during this
period and, consequently, the rise in price of the companies included in the index basket led to an
increase in demand for shares not only as a speculative tool for obtaining short-term profit from
traders, but also as an effective tool for long-term investment. Thus, growth of the PFTS index in

2007 amounted to a record 135.8% (Table 1).

Tab.1:
Summary table of the volume of GDP and main PFTS indicators during 2004-2016

Year/ Indicator 2007 | 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
PFTS index 174102 3021'4 57291 | 975 | 534 | 328 | 300 | 38235 | 237,78 | 27031
GDP 720 | 948 | 913 | 1082 | 1302 | 1408 | 1502 | 1365 | 1430 | 2034
billion UAH
Change in PFTS -
index (%) 13580 | ;, 35 | 9007 | 7018 | 4523 | -38,58 | -854 | 2745 | -3781 | 1368

Source: constructed by the author on the basis of [2, 3]

It should be noted that on the background of unstable dynamics in the corporate segment,
the government also began to use bonds as an instrument for attracting domestic sources of

financing and Eurobonds to look for external financial resources (Pic. 4).
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Pic. 4. Dynamics of development of the corporate securities market.
Source: Constructed by the author based on [1,4]
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Quick devaluation of the national currency, instability in the banking sector, bankruptcy of
commercial banks caused problems in the corporate securities market. So, from Pic. 5, we see that
the PFTS index in 2014 increased by 82.35, but in comparison to 2016 it collapsed from 300 in
2013 to 270.3.

2016 19 454,33
19942,16
2015 18 191,32
16 906,51
2014 16 883,19
17 371,64
2013 16 121,45
16 425,10
0,00 5 000,00 10 000,00 15 000,00 20 000,00 25 000,00
UK FTSE 100 mDAX PTC

Pic. 5 Dynamics of the domestic and world securities market indexes for 2013-2016.
Source: constructed by the author on the basis of [1]

Such instability in the market shows its high sensitivity to external influences: domestic
investors lacking experience in working with the market in case of the slightest signs of instability
tried to withdraw their savings from the funds that led to a sharp fall in the index. There were
objective macroeconomic reasons for this, in particular:

1) increase in the cost of raising funds by issuing bonds: growth of interest rates in the bank
lending market led to substantial increase in investors’ expectations regarding the growth of yield of
bonded loans. In addition, increase in the risks of transactions with debt financial instruments
resulted in the need to compensate for additional risks by increasing the yield on bonds [5, p. 100];

2) in the conditions of crisis, the government began to actively issue bonds;

3) devaluation of the national currency, declining demand in the domestic and foreign
markets, reduction of business profitability, too high rates of yield of bonds created additional
barriers for attraction and maintenance of debt, in particular corporate bonds, enterprises.

Issuers who suffered particularly significant losses in connection with the occurance of the
crisis and were not able to serve high debt loads were forced to declare the default state.

After analyzing the total volumes of corporate securities issue and the size of GDP, we can
conclude that the early stages of the trends in the development of the corporate securities market
were determined primarily by the macroeconomic situation in the state. Thus, dynamic growth of
the national economy during 2004-2007 stimulated the same rapid growth of activity in the
corporate securities market and the global economic crisis affected both the overall state of the
economic system and the corporate securities market, which showed a negative dynamics in 2008-
2009. With occurrence of the global financial crisis, the link between the market and economic
development became less noticeable. Thus, in 2010 nominal GDP grew by 4.2%, while the growth
rate of the PFTS index was 70% and the UB index was 67.9%. However, the largest decline in the
market was experienced in 2010 due to lower issue of shares by corporations from 101.07 bin. in
2009 to UAH 40.59 bin. in 2010. The share of corporate securities issuance in GDP dropped to
4.63% in 2010 (12.7% in 2009). In 2013y, the index increased to 7,10%, while it came to 9.35% in
2016 (Pic.6).
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Despite the fact that the domestic market of corporate securities has been existing for a
relatively not long period compared to the economies of developed countries, its role in investment
processes is gradually increasing. Thus, the volume of attracted foreign direct investments was the
largest (for the explored period of 2010-2016) in 2013 and the lowest — in 2015, direct foreign
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Pic. 6. Comparison of the dynamics of the corporate securities market to GDP of Ukraine in 2004-2016.
Source: constructed by the author on the basis of [1, 2]
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Pic. 7. Comparison of the dynamics of the corporate securities market to GDP of Ukraine in 2012-2016.
Source: constructed by the author on the basis of [1, 2]

investments worth 44.79 billion US dollars were received in 2016 (Pic. 8).
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Pic. 8 Direct foreign investments (equity) in Ukraine for the period of 2010-2016 (million USD).

Source: constructed by the author on the basis of [2]
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It is worth noting that Ukraine is also an investor, but the scope of Ukrainian deposits is much
smaller than the scope of foreign contributions to the domestic economy. This can be seen from
comparison of income and investments of Ukraine in 2014-2016, which are presented in Tab. 2

Tab. 2:
Analysis of direct investments in the economy of Ukraine for the period
of 2014-2016 (million USD

Dev. Dev.
R . 2015 Growth rate  |Growth rate
The direction of investment |2014 year year 2016 year 22%1154— 281653— % 2015-2014 | % 2015-2014

Receipts of foreign direct

investment 2451,70 | 3763,70 | 4405,80 [1312,00 | 642,10 |53,5138883 17,06034

Direct investments from
Ukraine into the economy of 68 27,9 20,7 -40,1 -7,2 -58,970588 -25,80645
other countries

Source: constructed by the author on the basis of [2]

It should be concluded that among the major problems (especially in the administrative
sphere), which prevent the market of corporate securities from effectively fulfilling its main task of
redistribution of financial resources into the real sector of economy are:

- reduplication of functions of various regulators of the financial market and weak
coordination between them;

- lack of a coherent strategy for development of the corporate securities market;

- instability and imperfection of the legal basis;

- low investment attractiveness of the national economy.

Azarenkova G. came to the conclusion that negative external economic factors reduce the
ability of the model of economic development created in recent years (including the model of the
securities market) to guarantee the country’s economic security, especially in the context of sharp
escalation of contradictions in the global financial system. In the conditions of instability of the
socio-economic sphere, financial flows to the real sector are decreasing, while the problems of
economic development of the country get aggravated [6].

Conclusions. Thus, the analysis made it possible to state that decisions on the securities
market should be made, first and foremost, taking into account national interests. The current level
of development of the domestic market can not meet the needs of Ukrainian economy and prevents
our state from taking a worthy place in the international financial system. The main problem of
functioning of the market is its low competitiveness caused by lack of transparent operations in the
market and underdeveloped infrastructure.
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