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ROLE OF FINANCIAL INSTRUMENTS IN
ENSURING LIQUIDITY AND STABILITY OF THE
CURRENCY MARKET OF UKRAINE IN THE
CONDITIONS OF MILITARY CONFLICT

ABSTRACT

In the conditions of military actions, liquidity of the currency market is of critical im-
portance for the financial stability and security of the state, which stipulates significant
relevance of the issue of instruments of liquidity provision. The research aims to identify
the influence of the instruments of the National Bank of Ukraine (NBU) on the liquidity
of the currency market of Ukraine within the context of long-term military conflict.

The methods of regression analysis, correlation analysis, and analysis of variance were
used in the study to determine the leading factors that influence the liquidity of the
currency market in Ukraine in the conditions of military conflict.

The study of the liquidity of the currency market through the prism of linear regression
reveals the relation between the core economic indicators and the level of liquidity of
the currency market during the military conflict. The model with a coefficient of deter-
mination 0,774 was found to effectively describe 77,4% of liquidity variability, underlin-
ing the significant influence of such factors as central bank policies and macroeconomic
conditions. Significant coefficients for central bank interventions (1,7867), regulatory
measures (59,8199), volume of international aid (-1,5684) and inflation (-99,9780) in-
dicate their influence on the liquidity of the currency market in the conditions of military
conflict. The influence of regulatory measures with a correlation of 0,59 is especially
important.

The article emphasises the necessity for minimising dependence on external financing
and inflation control through monetary measures to ensure price stability. Further study
perspectives involve consideration of the influence of digital currency of central banks
on the liquidity of the currency market.

Keywords: financial instruments, liquidity of the currency market, currency market
regulation, security, risk

JEL Classification: G1, G15, G21

INTRODUCTION

The world is full of unpredictable exogenous contexts, formed due to long-lasting mili-
tary conflict. The role of financial instruments in the maintenance of the liquidity and
stability of the national currency market becomes especially relevant. The martial law
influences the economic stability of Ukraine, which reinforces the importance of the
measures, which can ensure financial stability and protection of economic sovereignty.
Therefore, there arises the task of studying the possible role of different financial in-
struments, both traditional and innovative, in strengthening the currency market of
Ukraine in the conditions of its liquidity and stability maintenance in difficult circum-
stances. Financial markets face sharp fluctuations during military conflict, which requires
an immediate and adaptive response from the government and regulatory bodies. Sta-
bilisation of currency rate, ensuring access to liquidity for enterprises and citizens, as
well as protection from currency risks, become the main tasks in this area. The National
Bank of Ukraine (NBU) and other financial institutions implement some instruments from
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interventions in the currency market to the use of derivatives and state guarantees to minimise the negative influence of
military conflict on the economy.

While analysing the efficiency of these instruments, it is important to consider not only the aspect of immediate influence
on the currency market but also the long-lasting influence on the perspectives of the economic development of Ukraine
(Gavkalova et al., 2022). Special attention should be given to innovative financial technologies and instruments, which can
ensure flexibility and adaptability of the currency market to changing conditions. In particular, the use of such technologies
as blockchain and cryptocurrencies can provide new possibilities for ensuring liquidity and international settlements in
combination with the minimisation of external risks and influence of sanctions. In addition to technological innovations.
Microeconomic policy and international financial support play a significant role in currency market stabilisation. Cooperation
with international financial organisations enables Ukraine to receive necessary financial resources, which contribute to the
support of the budget and current reserves.

The other important aspect is the development of the internal financial market in particular through attracting investments
into state bonds, which can help to balance currency supply and demand on the internal market and stabilise the national
currency. Therefore, in a situation of military conflict, the complex approach to the use of financial instruments is key to
ensuring liquidity and stability of the currency market (Petlenko and Schehlyuk, 2014). This involves not only the use of
some traditional and innovative financial mechanisms but also an adaptation of economic policy to changing conditions,
which requires flexibility and preparedness for immediate reactions to arising challenges.

LITERATURE REVIEW

Many works are dedicated to the analysis of the role of financial security and instruments of financial stability within the
context of crises, wartime, as well as volatility risk management in the modern rapidly changing context broadly. Devereux
and Yu (2019) study the role of control over the capital and monetary policy in crises, which arise in markets under the
influence of uncertainties. Holovach (2022) focuses on the financial security of stock markets in wartime with special
emphasis on specific challenges, arising before financial institutions under the influence of armed conflicts. Getmanets and
Korobtsova (2023) consider financial security as the factor of military security of the state. Scholer-Iordanashvili (2019)
studies the role of derivative instruments in financial stability and underlines that these instruments can be used for risk
hedging and reduction of potential volatility in markets. Moskvichenko et al. (2019) indicate that currency rate fluctuations
can significantly influence the efficiency of economic sectors.

Cantd and Chui (2020) analyse the relationship between the development of financial markets and financial stability. The
researchers also consider the possible contribution or threat of the development of financial markets on the financial
security of the state. Fang and Liu (2016) study the influence of financial mediators on the stability of exchange rates and
general financial volatility. The researchers indicate potential risks and possibilities for macroeconomic policy. Castillo and
Medina (2021) study the influence of intervention policy on the currency market on international capital flows and debt
level in foreign currency, which plays a significant role in the stability of the national economy. Shishkov (2022) considers
the consequences of martial law introduction for Ukrainian financial markets. The article analyses legislative changes and
the reaction of markets to certain conditions, arising due to martial law, their influence on investment activity and stability
of financial markets in Ukraine.

Latkovskyi (2022) focuses on the peculiarities of the formation and performance of financial policy in conditions when
regular economic mechanisms and instruments are influenced by instability, which requires immediate and effective reac-
tions. Danylyshyn and Bohdan (2022) analyse monetary policy under martial law with a focus on strategies and instru-
ments, which can ensure macroeconomic stability in the conditions of military conflict. Christensen et al. (2019) focus on
the role of international participants in the market in ensuring liquidity in bond markets, as well as the influence of these
flows on the stability of financial markets in the broader context. Khatat and Veyrune (2019) consider liquidity management
in the conditions of the fixed exchange rate. The researchers analyse strategies, which central banks can use to ensure
adequate liquidity level in the system, which is critically important to maintain stability of currency rate and economic
stability in general. Kravchuk and Lutsyshyn (2023) present modern challenges and methods of adaptation, which market
participants were forced to use to continue their activity in the conditions of military conflict. The influence of these
conditions on the general stability of the financial system of the state is considered.

Khoury et al. (2020) focus on the study of the influence of military actions on the financial markets of the main states
participating in the war in Syria, in particular concerning the correlation between military conflicts and volatility in the
financial markets of these states. Menna and Tobal (2018) study the role of interest rates in ensuring financial and price
stability in developing countries. Fuster (2019) considers the influence of conflicts on international financial markets and
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underlines the possible influence of geopolitical tensions and military conflicts on significant instability in financial markets.
Korneev (2022) studies the functioning of the financial system of Ukraine in extreme conditions of martial law. Special
attention is given to changes in regulatory policy, initiatives on economic stability maintenance, and strategies for mini-
mising financial risks during military actions. Lafarguette and Veyrune (2021) develop intervention frames on currency
markets for central banks, which are based on risk assessment. They offered a methodology which enables central banks
to effectively react to undesired fluctuations of currency rates, which minimises negative influence on the economy.

The importance of balance between currency rates and preventing financial imbalances is emphasised. Onour and Sergi
(2021) study the influence of political shock on currency markets in a small open economy with the use of instruments of
the dynamic model. The analysis is focused on the possible causes of significant fluctuations in currency rates by political
events, which have long-term consequences for economic stability and macroeconomic policy. Sadura and Pidhayna (2023)
assess the financial stability of the bank system of Ukraine in the conditions of military conflict. Special attention is given
to mechanisms of liquidity insurance, credit risks and the influence of the war on bank assets. The presented volume of
studies highlights the importance of the mechanisms of influence of external shocks on financial systems, as well as the
necessity for the development of effective strategies for adaptation and renovation to ensure economic and financial
stability. Still, the instruments of influence of the NBU on the liquidity of the currency market in the conditions of lasting
military conflict require additional studying.

AIMS AND OBIJECTIVES

The purpose of the article is to determine the influence of the instruments of the central bank on the level of liquidity of
the currency market of Ukraine in the conditions of military conflict. Within the set purpose, several tasks were formed:

= to conduct an analysis of the influence of central bank interventions on the change of liquidity of the currency market;

= to conduct regression-correlation analysis to identify relations between central bank interventions and changes in the
liquidity of the correlation analysis based on the date of the study set sample;

= to formulate recommendations for the central bank concerning the use of the instruments of monetary policy for
optimising the level of liquidity of the currency market.

METHODS

Research Design

The first stage of this study is data collection concerning the state of the currency market of Ukraine and factors influencing
it during military conflict for their further analysis within this study. The second stage involved studying the main zones of
influence of the distinguished factors on the state of liquidity of the currency market of Ukraine in the conditions of military
conflict. Within the economic and statistical instruments of the study, approaches of regressive analysis were used, and
its results were deepened due to the use of correlational analysis and analysis of variance (ANOVA). This enabled the
identification of the influence of the main factors on the liquidity of the currency market of Ukraine in the conditions of
military conflict. The final stage of the study involved the determination of the limitations of the methodology of this study
and the practical application of the results of this study. In the end, the conclusions of this study were formulated.

Sample

The studied sample of the data on the state of the liquidity of the currency market and core macroeconomic factors is
described below. Its sources are the statistics of the National Bank of Ukraine (2024), SSC of Ukraine (2024), information
resources International Monetary Fund (2024) and World Bank (2024), and research services Yahoo Finance (2024). This
massive of data includes 100 observations and covers the following variables:

= The level of liquidity of the currency market (Liguidity). dependent variable, that is represented in USD millions, which
reflects the general liquidity of the currency market of Ukraine;

= Central bank interventions (Interventions) are presented in USD millions, this variable reflects the volume of currency
interventions, taken by the central bank for the influence on the currency market;

= Regulatory measures (Regulation): binary variable, where 1 indicates the application of regulatory measures, and 0
indicates their absence, which enables analysis of the influence of regulatory initiatives on the liquidity of the currency
market;
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= The volume of international aid (Aid) is measured in USD millions, this variable demonstrates the amount of interna-
tional financial aid, which can influence the economic state of the country and liquidity of the currency market;

= Infiation (Inflation): the percentage parameter of the inflation level, which can influence the level of the liquidity of
the currency market.

Methods

Within the realisation of the set purpose and tasks of the study, some methods of the analysis of the value of financial
liquidity in the maintenance of the liquidity and stability on the currency market of Ukraine during the military conflict were
used. The proposed approach involves the following methods:

1. Regression analysis, which enables determining interrelation between the independent variable and dependent
variable within the context of the volatility of the currency market in the conditions of military conflict.

2.  Correlation analysis, which is used to measure power and relation direction between two quantitative variables,
determines the presence of dependence between variables on the currency market and external and internal factors
of the economy.

3.  Time serfes analysis, focused on detecting tendencies of cyclic changes or other dynamic characteristics of the
currency market, which enables forecasting of future changes on the basis of historical data.

4.  Analysis of variance, used for the analysis of the influence of different economic policies and conditions (such as
regulatory measures of the central bank) on the level of liquidity of the currency market.

The dependent variable is the level of liquidity of the currency market (Liquidity). This variable presents the state of
liquidity of the currency market of Ukraine during military conflict.

Independent variables are represented by the following variables: Central bank interventions (Interventions) reflect the
volume of currency interventions, conducted by the NBU for the influence on the currency market within the context of
military conflict; Regulatory measures (Regulation) are a binary variable, where 1 indicates the application of regulatory
measures, and 0 indicates their absence, which enables to analyse the influence of regulatory initiatives on the liquidity of
the currency market of Ukraine in the conditions of military conflict; The volume of international aid (Aid) indicates the
amount of international financial aid, which can influence the economic state of the country and liquidity of the currency
market of Ukraine in the conditions of military conflict; Inflation (Inflation) reflects dynamics of prices in the state, which
influences the level of liquidity of the currency market in the conditions of military conflict. Variables of the model are
presented in Table 1. The studied changes are outlined on the basis of previous studies by Fuster (2019), Khoury et al.
(2020), Korneev (2022), Lafarguette and Veyrune (2021), Onour and Sergi (2021), Sadura and Pidhayna (2023), BIS
(2022), Sveriges Riksbank (2022), Rakis (2022), European Bank of Reconstruction and Development (2022).

Table 1. Regression model variables.

Variable Comment

Liquidity level of the
currency market of
Ukraine

Measured in USD millions, this variable represents the total availability of foreign exchange assets in the market that can be
easily bought or sold without a significant change in price

Indicates the volume of central bank interventions in the foreign exchange market, measured in USD millions. Interventions

NBU interventions may include the purchase or sale of currency to stabilise or regulate exchange rates

A binary variable, where “1” indicates the application of regulatory measures, and “0” indicates their absence. These

Regulatory measures ) s ) . - L X
9 Y measures may include policies aimed at controlling volatility, protecting investors, or ensuring market transparency

Measured in USD millions, this variable shows the amount of financial assistance provided by other countries or interna-

International aid tional organisations. International aid can affect economic stability and liquidity

Measured as a percentage, it indicates the annual percentage increase in the level of prices for goods and services. High
Inflation inflation can increase uncertainty in the market and affect the level of liquidity due to changes in the purchasing power of
the currency

For the analysis of the data of the studied set sample in this study, we used program complexes (MS Excel, R). This study
has limitations, as the model cannot consider separate aspects influencing the environment of the currency market of
Ukraine in the conditions of military conflict. To overcome the mentioned limitations, the data were regularly verified and
updated within updates of the massive amount of data and actualisation of the state of the currency market of Ukraine in
the conditions of military conflict.
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RESULTS

The results of linear regression based on the studied data sample demonstrate:

1.

The R-squared value amounts to 0.774, which indicates that the model explains approximately 77.4% of variants of
the dependent variable (the level of liquidity of the currency market). This indicates the high efficiency of the model
in forecasting the level of liquidity of the currency market based on the studied independent variables.

Model coefficients for all independent variables (central bank interventions, regulatory measures, volume of
international aid, inflation) are statistically significant (p < 0.05), which indicates the presence of reliable linear
relations between these variables and the level of liquidity of the currency market.

The coefficient for central bank interventions is 1.7867, which indicates a significant positive influence of interventions
of the NBU on market liquidity.

The coefficient for regulatory measures is significant and is 59.8199, which indicates a significant positive influence
of these measures on market liquidity.

The coefficient for the volume of international aid has a negative value (-1.5684), which indicates that with the
increase in international aid, the level of liquidity of the currency market reduces, due to the increased dependence
on external financing.

The inflation coefficient has a value of -99.9780, which confirms the negative influence of high inflation on the level
of liquidity of the currency market.

These results indicate the significant influence of the mentioned factors on the liquidity of the currency market, which
demonstrates the importance of interventions of regulatory policy, international aid and macroeconomic stability to ensure
liquidity in financial markets. The regression equation is as follows:

Ligquidity = 1574.63 + 1.79 - Intervention + 59.82 - Regulation — 1.57 - Aid — 99.98 - Inflation

The results of the regression model can be interpreted as follows:

1.

Central bank interventions (1.79): Each additional USD 1 million, spent by the central bank for interventions, on
average increases the level of liquidity of the currency market by USD 1.79 million. This indicates the positive influence
of the central bank interventions on the liquidity level through the increase of currency availability on the market.

Regulatory measures (59.82): When the central bank uses regulatory measures (variable receives the value 1), the
level of liquidity of the currency market increases on average by USD 59.82 million. This indicates that regulatory
measures have a significant positive influence on liquidity, through the creation of a more favourable investment
climate and reduction of risks on the market.

The volume of international aid (-1.57): The increase in the volume of international aid by USD 1 million, on average,
decreases the level of liquidity of the currency market by USD 1.57 million. This result indicates that an increase in
international aid is related to macroeconomic difficulties or increased dependence on external financing, which does
not contribute to the liquidity of the currency market.

Inflation (-99.98): An increase in the inflation of international aid by 1 percentage position, on average, decreases
the level of liquidity of the currency market for USD 99.98 million. This indicates the negative influence of inflation
on the liquidity of the currency market due to the reduction of purchasing power and increase in uncertainty in the
economy. The received results emphasise the importance of the policy of the central bank and microeconomic
conditions in ensuring the liquidity of the currency market in the conditions of military conflict. The results also
emphasise the difficulty of interaction between different economic variables and their influence on financial markets.
The results of economic and statistical analysis, based on the regression model, are presented in Table 2.

Table 2. Key results of regression analysis for the researched data sample.

Indicator Coef. P-value Influence on liquidity
Central bank interventions +1.79 < 0.05 Positive
Regulatory actions +59.82 < 0.05 Positive
International aid -1.57 < 0.05 Negative
Inflation -99.98 < 0.05 Negative
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These results indicate a statistically significant influence of the complex of factors, including regulatory measures, central
bank interventions, the volume of international aid and the level of inflation, on the stability and liquidity of the currency
market. The analysis showed that the P-value for all mentioned variables is significantly lower than 0,05 which underlines
their significance and influence on the dynamics of the liquidity of the currency market. This statistical significance confirms
that variables have a significant influence on the state of liquidity of the currency market. The received results emphasise
the critical role of active regulation policy, conducted by the central bank through the use of various instruments. Such
actions are directed at ensuring the stability of the currency market, prevention of crisis events, as well as maintenance
of the general economic stability of Ukraine.

It is worth noting that the efficiency of these regulatory instruments and interventions depends on their adequate use and
temporary agreement with the current economic situation and global tendencies. In addition, the volume of international
aid received by the country also plays a significant role in strengthening the currency market, which ensures necessary
resources for maintaining liquidity and investors' confidence. Such aid can serve as a stabilisation factor as well as a means
of encouraging the implementation of structural reforms. Hence, inflation is the key factor directly influencing the liquidity
of the currency market by the change of the purchasing power of the monetary unit and influence on investment decisions
and public savings. Inflation management requires the central bank to use a complex of monetary instruments to ensure
price stability and preserve trust in the national currency. Considering the above-mentioned results, we emphasise that
efficient currency market regulation is a complex task, which requires the central bank not only to react to current economic
conditions but also to predict future tendencies and adapt the policy to them. The important aspect in this area is interna-
tional cooperation and information exchange with international financial organisations and central banks of other states,
which enables effective counteraction to global financial challenges in the conditions of military conflict.

The role of interaction between different regulatory measures and instruments of the policy of the central bank required
profound analysis and understanding of the interrelation between macroeconomic indicators and market behaviour. For
example, regulation of interest rates, operations on the open market, currency interventions, as well as statutory regulation
of the liquidity of the bank system should be arranged so as to ensure optimal balance between stimulation of economic
growth and preventing inflation pressure. It is worth noting that the development of digital currency and financial tech-
nologies opens new possibilities for regulation and management of the liquidity of the currency market. Within this context,
central banks actively study the potential of digital national currencies and other innovative instruments for the improve-
ment of payment systems, increase of transparency and efficiency of market operations.

These preliminary studies can be used in Ukraine with consideration of national specifics and urgent market needs in the
conditions of military conflict. In conclusion, these results and analysis indicate the necessity of a complex approach to
currency market regulation, which combines traditional macroeconomic instruments with innovative decisions. Such an
approach enables the NBU to effectively influence market liquidity, ensuring financial stability and contributing to stable
economic growth in the conditions of military conflict.

Correlation analysis was conducted within the complex of economic and statistical methods of analysis. It deepened the
received results. Correlation analysis of the data sample demonstrates the following significant relations between variables:

1.  Central bank interventions have a moderate positive correlation with the level of the liquidity of the currency market
(correlation: 0,43) which indicates that an intervention increase is usually associated with a higher liquidity level.

2. Regulatory measures have a strong positive correlation with the liquidity level (correlation: 0,59) which underlines
that the introduction of regulatory measures mostly contributes to the increase in the liquidity in the market.

3.  The volume of international aid has a weak correlation with the liquidity level (correlation: -0,20), which indicates a
potentially negative influence of the increase in international aid on the market liquidity.

4. Inflation demonstrates a negative correlation with the liquidity level (correlation: -0,4), which confirms that higher
inflation can have a negative influence on the liquidity of the currency market.

Correlation analysis results are presented in Figure 1. These results of correlation analysis are arranged with the previous
interpretations of the regression model.
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Figure 1. Correlation analysis results for the analysed dataset.

The received results provide additional confirmation of the influence of the mentioned variables on the level of liquidity of
the currency market in the conditions of military conflict. Correlation analysis results are presented in graphics in Figure 2.

NBU Interventions Regulatory actions International aid Inflation Liquidity
NBU Interventions 1 0.18 -0.04 0.12 0.43
Regulatory actions 0.18 1 0.01 -0.13 0.59
International aid -0.04 0.01 1 -0.06 -0.2
Inflation 0.12 -0.13 -0.06 1
Liquidity 0.43 0.59 0.2 1

Figure 2. Correlation matrix for the analysed dataset.

Interrelation between study variables is presented on the correlation matrix. These correlation values vary from -1 to 1,
where closer to -1 means a strong negative correlation, closer to 1 - indicates a strong positive correlation, and values
close to 0 indicate weak or absent linear relations. The main observations from the correlation matrix are as follows. First,
regulatory measures have a noticeably positive correlation with the level of liquidity of the currency market, which confirms
that the measures implemented by the central bank have a significant influence on liquidity maintenance. Second, inflation
demonstrates a significant correlation with the level of liquidity, which indicates a potentially negative influence of high
inflation on the stability of the currency market. Third, other variables, namely central bank interventions and volume of
international aid also influence liquidity, although their correlation is less expressed compared to regulatory measures and
inflation.

Within the complex of economic and statistical analysis of this study, analysis of variance (ANOVA) was conducted to
evaluate the influence of categorical variables (for example, regulatory measures) on the level of liquidity of the currency
market. ANOVA enables evaluation of the presence and absence of statistically significant differences in the levels of
liquidity of the currency market between the groups with different use of regulatory measures. Based on the analysis of
variance (ANOVA) the following results were received: F-statistics amounts to 52,49 which indicates a statistically signifi-
cant influence of regulatory measures on the level of liquidity of the currency market. P-value (PR(>F)): approximately
9,96 x 10711, which confirms that the difference in the levels of liquidity between the groups with different regulatory
measures is statistically significant. This means that regulatory measures, taken by the central bank, have a significant
influence on the level of liquidity of the currency market, and their introduction can contribute to the support or increase
of the level of liquidity. Therefore, this is an important aspect of formulating monetary policy and strategies for currency
market regulation. The results of the ANOVA analysis of the influence of regulatory measures on the level of liquidity of
the currency market are presented in Table 3.
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Table 3. Results of ANOVA analysis for the researched data sample.

Variation source

Sum of squares

Degrees of freedom

F-statistic

P-value

Regulatory actions

9.015572 x 10°

1

52.49

9.96 x 10711

Residual

1.683177 x 107

98

Based on the received results of the analysis, the following recommendations for the policy of the central bank in the
studied context were formed:

1. Active use of currency interventions: The data indicate a positive relation between interventions of the central bank
and the level of liquidity of the currency market. The central bank can use this instrument to stabilise the market and
maintain liquidity, especially during periods of high volatility.

2.  The use of regulatory measures in case of necessity: A strong positive correlation between regulatory measures and
the level of liquidity underlines the efficiency of such measures to maintain market stability. The central bank should
consider the introduction or correction of regulatory measures as the means for ensuring liquidity and trust in the
market.

3.  Well-thought use of international aid: International aid can have short-term positive effects on the economy; how-
ever, analysis results indicate a potential negative influence on the liquidity of the currency market. The central bank
should consider this aspect when planning the use of such aid and seek methods of minimising negative effects or
integrating these resources into the economy more effectively.

4.  Inflation monitoring and its control A negative correlation between inflation and liquidity of the currency market
underlines the importance of the control of inflation to support liquidity. The central bank should focus on the instru-
ments of monetary policy, which can help to maintain inflation within target indicators, which contributes to the
stability of the currency market. These recommendations should be considered as strategic directions, which require
further detailing and adapting to the specifics of the existing context and changing market conditions.

DISCUSSION

The offered study identified the role of the substantiated policy of the central bank within the context of improving the
state of liquidity of the currency market in the conditions of military conflict. The key role of inflation stabilisation in the
maintenance of proper liquidity of the currency marketing conditions of uncertainty that is characteristic of military conflict
was outlined. The importance of the analysed central bank interventions in support of the proper liquidity of the currency
market of the country in conditions of non-standard crisis, caused by the military conflict, is emphasised. These ideas are
supported by the earlier study by Devereux and Yu (2019) and Kuznetsova et al. (2020) in relation to the efficiency of
different instruments of the policy of the central bank to prevent or mitigate the consequences of financial crises.

The importance of a balanced monetary policy and limitations for capital flows as a means of economic protection from
the negative influence of external flows is indicated. The offered approach is supported by the results of the previous work
by Holovach (2022) concerning challenges and strategies for the stock markets during periods of military conflicts with the
emphasis on the necessity of adaptation to quickly changing conditions and preserving the stability and trust of investors.
In turn, the previous work by Getmanets and Korobtsova (2023) noted that the stability of the financial system is a critically
important factor for ensuring national security. Different aspects of financial security, including protection from financial
fraud, risks associated with terrorist financing, and other threats in the conditions of military conflict were considered. This
idea is supported by previous work by Scholer-Iordanashvili (2019) concerning possible methods of derivatives use for risk
hedging and reducing volatility in financial markets. Attention is paid to potential risks, which derivatives can make, espe-
cially in conditions of insufficient regulation or lack of transparency. Informed use and regulation of derivatives are em-
phasised to be able to significantly contribute to the stabilisation of financial markets.

In turn, within the studied context, the work by Castillo and Medina (2021) underlines that informed actions of the central
bank concerning interventions can reduce the volatility of the currency rate and stabilise capital flows. Herewith, at the
same time, the risk of dependence of the economy on currency obligations rises. Additionally, the earlier study by Shishkov
(2022) underlines the influence of the introduction of martial law on Ukrainian capital markets and emphasises the urgent
need in the system of measures of government and central bank, which are directed for a long-term perspective. Here,
the need to increase the investment attractiveness of the state in the long-term contest is emphasised. This idea is sup-
ported by other previous work by Sadura and Pidhayna (2023), which emphasises that martial law influences the banking
sector, resilience in the face of challenges and possible ways of adaptation to new work conditions in the currency market.
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Additionally, Korneev (2022) focused on the need for informed approaches to the determination of strategies and mecha-
nisms for overcoming crisis phenomena in the financial market in the conditions of military conflict. The necessity of an
increase in financial stability is emphasised, firstly in relation to the liquidity of the currency market. In turn, the previous
work by Latkovskyi (2022) considers changes in budgetary policy, tax regulation, as well as mechanisms of financing
defence needs and emphasises the importance of flexible and effective financial policy to support economic stability and
meet defence needs, which should be considered in the tasks of supporting liquidity of the currency market. Within this
context, the earlier work by Danylyshyn and Bohdan (2022) emphasises that traditional instruments of the monetary policy
require adaptation for the military context with a special focus on the support of national currency, ensuring the liquidity
of the bank system and inflation control. Effective monetary policy is emphasised to be able to contribute to the reduction
of negative economic consequences of the war and support of financial stability.

At the same time, the offered study emphasises that inflation control is a critical aspect of economic policy in the conditions
of military conflict, as high inflation can undermine economic growth in general and reduce the liquidity of the currency
market, in particular in the conditions of military conflict. Herewith, effective use of international aid can ensure additional
support for economics, which contributes to its stabilisation and growth, but at the same time, it requires profound analysis
of its influence on internal economic processes, including in relation to the liquidity of the currency market. In such a way,
the complex approach to inflation control, which includes such monetary instruments as a profound understanding of
macroeconomic interrelations, is key for ensuring price stability, maintaining trust in the national currency market and
liquidity of the currency market in the conditions of military conflict.

CONCLUSIONS

The study of the liquidity of the currency market with the use of the method of linear regression has found a significant
correlation between several key factors and the level of liquidity. The main conclusions include a high determination
coefficient (R-squared) on the level 0,774, which demonstrates that the used model effectively explains approximately
77,4% of variants of the liquidity level. Statistically significant coefficients for the variables such as central bank interven-
tions (1,7867), regulatory measures (59,8199), volume of international aid (-1,5684) and inflation (-99,9780) indicate their
influence on the liquidity of the currency market.

The received results emphasise that the policy of the central bank and macroeconomic conditions play a decisive role in
ensuring the liquidity of the currency market, especially in the conditions of military conflict. Correlation analysis supports
these conclusions and, in particular, indicates a significant correlation between the mentioned variables and the level of
liquidity of the currency market. Especially important is the influence of regulatory measures with the highest correlation
coefficient (0,59) which indicates their efficiency in liquidity maintenance. Statistically significant coefficients for the vari-
ables such as central bank interventions (1,7867), regulatory measures (59,8199), volume of international aid (-1,5684)
and inflation (-99,9780) indicate their influence on the liquidity of the currency market. These results emphasise that the
policy of the central bank and macroeconomic conditions play a key role in ensuring the liquidity of the currency market
in the conditions of military conflict.

Considering the negative influence of the increase in the volume of international aid and high inflation on the liquidity of
the currency market, the central bank should consider minimising dependence on external financing and inflation control.
Inflation control can include monetary measures such as correction of the accounting rate or change in the requirements
to bank reserves to ensure price stability and maintain trust in national currency. Additionally, the results indicate the
necessity of a more detailed study of the interaction between macroeconomic variables and their influence on the liquidity
of the currency market. This can include additional studies of the role of international aid in the economy and methods of
its effective use for maintaining the stability of the currency market without negative influence on liquidity.

Further study perspectives involve consideration of the potential of the use of digital currency by the central bank to
influence the liquidity of the currency market in the conditions of military conflict.
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XKypba O.

POJ1b ®IHAHCOBUX IHCTPYMEHTIB AJ111 3ABE3MNEYEHHA NIKBIAHOCTI U CTABIJIbHOCTI
BAJIFOTHOIO PUHKY YKPAIHU B YMOBAX BOEHHOIO KOH®JIIKTY

JTiKBIiAHICTb BaNOTHOrO PUHKY B YMOBAaxX BOEHHMX Ail CTAHOBWUTb KPUTUYHY BaXMBICTb Ans dhiHAHCOBOI CcTabinbHOCTI 1
6e3nekn aepxxaBu, WO 3YMOBJIIOE 3HAYHY aKTYyasbHICTb NMUTAHHS IHCTPYMEHTIB 3abe3neyeHHst nikeigHocTi. MeToto gocni-
IKEHHS € ineHTUdiKalis BnamBy iHCTPyMeHTIB HBY Ha NikBigHICTb Ba/MOTHOrO pUHKY YKpaiHM B KOHTEKCTI TpMBasioro Bo-
€EHHOrO KOHMNIKTY. Y AoCAiAXEHHI 3aCTOCOBAHO METOAU PErpeciiHoro, KopensuiHoro, BapialiMHOrO aHanisy ans BUSB-
JIEHHS NPOBIAHMX (PaKTOPIB BMMBY Ha JiKBIAHICTb BanOTHOMO PUHKY B YKpaiHi B yMOBax BOEHHOro KoHdnikTy. [docni-
[DKEHHS NIKBIAHOCTi BaSIlOTHOMO PUHKY Yepe3 Npu3My NiHiHOI perpecii po3KpuBaE 3B'A30K MK K/THOYOBUMMU EKOHOMIYHUMM
NOKa3HWKaMK Ta piBHEM NiKBIAHOCTI BaNOTHOrO PUHKY Mif Yac BOEHHOMO KOHMNIKTY. BussneHo, Wwo moaens i3 koediuieH-
TOM feTepMiHauii 0,774 edekTnBHO onucye 77,4% BapiaTUBHOCTI NIKBIAHOCTI, NiAKPECTIONYM 3HAYHWUI BNAKUB (haKTopIB,
TaKuX SIK MOAITMKA LeHTPasribHOro 6aHKy Ta MakpOeKOHOMIYHI YMOBW. 3HauHi koedilieHTV Ans iIHTEPBEHLIN LEHTPasibHOro
6aHky (1,7867), perynatopHux 3axogis (59,8199), obcary mixxHapogHoi gonomoru (-1,5684) Ta iHdnsauii (-99,9780) ceia-
yaTb MPO iXHI BMAMB Ha NIKBIAHICTb Ba/OTHOrO PUHKY B YMOBaX BOEHHOTO KOHikTy. OCOBAMBO BaXVMBUM € BM/NB
perynaTopHux 3axoais i3 kopensuieto 0,59. MNigkpecneHo HeobxigHICTb MiHIMI3aLii 3aneXHOCTi Bid 30BHILLHLOIO iHAHCY-
BaHHS$ Ta KOHTPOSIO iHNALIT Yepe3 MOHeTapHI 3axoamn AN 3abe3neyeHHs LiHoBOI cTabinbHOCTI. MNepcnekTnem AoCnimKeHb
nepeabayatoTb ypaxyBaHHs BNAMBY LncbpPOBOI BaNOTU LEHTpanbHOro 6aHKy Ha NikeBigHICTb BaflOTHOMO PUHKY.

KnrouoBi cnoBa: ¢iHaHCOBI iHCTPYMEHTM, NiKBIAHICTb BanOTHOMO PUHKY, PErysitoBaHHS Ba/IlOTHOrO pUHKY, 6e3neka,
pU3NK

JEL Knacudpikauina: G1, G15, G21
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