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Abstract.The purpose of the article is to consider the state and structure of the
credit portfolio of JSC CB "PrivatBank" in various sectors of the economy. Analyzing
the financial indicators, it has been proven that one of the priority directions in the
activities of this Bank is the development of lending while maintaining the high quality
of the loan portfolio. The Bank's strategic goal is to build a high-quality credit portfolio
of retail and SME loans.

As a result of the research, an analysis of the main analytical indicators of credit
portfolio management was carried out, the structure of the credit portfolio and the
structure of the credit quality of the bank's portfolio were determined during 2019—
2021. The practical activities of JSC CB "PrivatBank" were studied and it was established
that large loans granted to large enterprises mean big risks for the bank and its millions
of depositors. But adhering to this balanced credit policy, the Bank still manages to
increase its own credit activity, as evidenced by analytical calculations.

To achieve the goal, the research used general scientific research methods:
observation (systematic study of the bank, obtaining primary information in the form of
financial reporting indicators for the analyzed period), comparison (comparison of the
analyzed parameters, coefficients, balance sheet items with each other or with a basic
indicator, normative value), abstraction (departure in the definition of categories from
non-essential properties and selection of several essential characteristics), grouping
method (when considering the classification of loans); various methods of statistical
methods, in particular comparison - when comparing actual data for the relevant
periods; observations were used to study and assess the financial condition of JSC CB
"PrivatBank", methods of analysis and synthesis, induction and deduction.

It has been analyzed and proven that the decline in business activity since the
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beginning of the full-scale war has led to a drop in business demand for loans. At the
same time, the deterioration of macroeconomic expectations significantly reduced
the risk appetite of banks. Accordingly, financial institutions have tightened lending
standards for businesses. Therefore, the growth of the loan portfolio almost stopped:
the amount of foreign currency loans decreased, while hryvnia loans increased several
times slower than last year, and the hryvnia net corporate loan portfolio increased by
8% since the beginning of the full-scale war.

Ways to solve the problems of improving and improving the quality of the bank's
credit activity remain prospects for further research.

Keywords: bank, National Bank of Ukraine, loan, bank's loan portfolio, income,
quality analysis, structure of the bank's loan portfolio.

Introduction.

To successfully lend and increase
the profitability of credit operations,
banks are to implement a clear and flex-
ible system of managing their own loan
portfolio. High-quality loan portfolio
formation is one of the primary tasks of
Ukrainian banks. Today, there is a sig-
nificant gap in studying theoretical and
methodological issues of its analysis,
and the profound investigating of the
problem is important for economic de-
velopment of Ukraine.

The quality of the loan portfolio
significantly affects the level of riski-
ness and reliability of the bank, which
is why credit activities are subject to
regulation by supervisory authorities
in many countries. The restrictions and
regulations introduced, as well as rules
for regulating banking activity, play a
significant role in the process of credit
portfolio formation. Lending is a priori-
ty economic function of banks. The eco-
nomic condition of the regions served
by banks largely depends on the way the
banks implement their credit functions.
Bank loans contribute to the establish-
ment of new enterprises, increase the
number of jobs, the construction of so-
cial and cultural facilities, and ensuring

the economic stability.[11, 12]

A loan portfolio is a collection of is-
sued loans, which are classified on the
basis of various criteria related to vari-
ous factors of credit risk or methods of
protection against it, therefore the man-
agement of the loan portfolio makes it
possible to balance and contain the risk
of the entire portfolio, to control the
risk inherent in one or another markets,
customers, loan instruments, credits and
terms of business. Credit risk manage-
ment requires a systematic quantitative
and qualitative analysis of the credit
portfolio and work with problem loans.
The analysis of the loan portfolio re-
quires the study of its structure in terms
of risk groups, the degree of security,
industry structure, forms of ownership
of borrowers, etc., as well as the study
of the dynamics of each group, the seg-
mentation of the loan portfolio. In order
to increase the reliability and stability
of the banking system, to protect the
interests of creditors and depositors of
commercial banks, the Resolution of the
Board of the National Bank of Ukraine
No. 279 of July 6, 2000 approved the
Regulation on the procedure for calcu-
lating the reserve for compensation of
possible losses in bank credit transac-
tions. [4, 7, 19, 23, 24].
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Literature review.

The bank's credit activity is one of the
important sources of attracting funds to
the country's economy and supporting its
optimal functioning. Banks increase the
activity of the state and business sectors
of the economy through lending activi-
ties. However, today the process of bank
lending needs improvement. This also
applies to the formation of a credit portfo-
lio, which occupies a key place in the pri-
orities of commercial banks, as it allows
to more clearly develop their strategy and
tactics, as well as to determine opportuni-
ties for lending to clients and developing
business activity. An effective and high-
quality loan portfolio helps to maximize
the profitability of both an individual
bank and the overall performance of the
banking system. Scientific works of such
scientists as Y. Bugel, O. Dzyublyuk, E.J.
Dolan, O. Malakhova, O. Lavrushin, G.
Panova, N. Rogozhnikova, E. Ryasnykh,
Yu. Seryk, P. Chub and many others.

The theoretical and information
base for the research is the legislation
of Ukraine regulating the commercial
banks operations, as well as the stud-
ies of domestic and foreign researchers
in this field, namely: A.H. Honcharuk,
0.D. Vovchak, V. I. Kapran, V.V. Kova-
lenko, Yu. G Kozak, S.Ya. Morinets,
AM. Moroz, L. P. Petrashko, L.V.
Rudenko, L.P. Snigurska and others.

The aim of the article. There is a
generalization of the theoretical, meth-
odological and practical aspects of the
formation and management of the bank's
credit portfolio on the example of the
commercial bank JSC CB "PrivatBank".

Materials and methods
of research.

The following research methods

were used in the research process: ob-
servation (systematic study of the bank,
obtaining primary information in the
form of financial reporting indicators
for the analyzed period), comparison
(comparison of analyzed parameters,
coefficients, balance sheet items with
each other or with a basic indicator,
normative value), abstraction (depar-
ture in the definition of categories from
non-essential properties and selection of
several essential characteristics), group-
ing method (when considering the clas-
sification of loans); various methods of
statistical methods, in particular com-
parison - when comparing actual data
for the relevant periods; observations
were used to study and evaluate the
financial condition of JSC CB "Privat-
Bank", methods of analysis and synthe-
sis, induction and deduction.

Results of the research and their
discussion.

The paper aims to give a profound
analysis of the bank's loan portfolio and
provide the explanation of the optimal
management process ensuring maxi-
mum profitability at an acceptable level
of risk. The level of profitability of the
loan portfolio depends on the structure
and volume of the portfolio, as well as
on the level of interest rates on loans.
The formation of the structure of the
bank's credit portfolio is significantly
influenced by the specifics of the mar-
ket sector served by this bank. For spe-
cialized banks, the structure of the loan
portfolio is concentrated in certain sec-
tors of the economy. Consumer loans
and loans to individuals make an essen-
tial part in the savings banks loan port-
folio structure. [1-3, 24]

The development of lending along-
side with maintaining the high quality
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of the loan portfolio has always been
one of the priority directions in the
Bank activities. The Bank's strategic
goal is to build up a high-quality credit
portfolio of retail and SME loans. In
order to achieve the set goal, the Bank
carries out a balanced and careful credit
policy, which consists in lending small
amounts mainly to individuals, small
and medium-sized businesses. The anal-
ysis carried out in the first part proved
that the corporate segment is the most
risky segment in lending due to large
amounts of loans issued as a specific
feature of lending in this segment - the
previous practice of JSC CB "Privat-
Bank" proved that large loans to large
enterprises make big risks for the bank
and its millions of depositors. However,
adhering to this careful credit policy of
the Bank (lending small amounts for
fairly short terms), the Bank still man-
ages to increase its own credit activity,
as evidenced by the data in the table. 1.

Table 1 data reveal that over the
past three years, the value of the Bank's
loan portfolio has increased from UAH
38,335 million to UAH 59,544 million,
i.e., by atotal of UAH 21,209 million, or
a little more than 55%, while the Bank's
assets for the same period increased by

UAH 56,048 million or by 22%. So, as
we can see, the credit portfolio value
grew by UAH 21,209 billion in three
years and ensured a 37% increase in the
bank's assets themselves.

Therefore, the growth of the value
of the loan portfolio during the three
years of the period analyzed was slower
than the institution assets value growth,
which proves the careful and balanced
credit policy of this Bank. Besides, such
a small loan portfolio of the bank is ex-
plained by the fact that the consumer
loans prevailing in the portfolio are
of rather short credit period and small
amounts. In fact, the bank issued a lot
of loans, but due to their small value the
Bank's loan portfolio is not large as evi-
denced by the data in table. 1.

The data of table 2 reveal that the
share of the loan portfolio in the value of
the Bank's assets is small - it did not ex-
ceed 20% during the three years, the posi-
tive thing is the slow but stable growth of
the share, which increased by a little more
than 4 percentage points in three years.

It should be noted that unlike other
banks, the structure of assets is domi-
nated by investment securities, which
account for 49% of all assets of this
Bank (Fig. 1).

1. Analysis of the value of the JSC CB ""PrivatBank" assets and the position
of their credit activities in 2019-2021, UAH million

Article 2019 2020 Deviation 2021 Deviation

Absol. % Absol. %

Cash and cash equivalents, | 25296 | 27360 | 2064 8.2 45894 | 18534 67.7

mandatory reserves

Banks indebtedness 2903 - - - 27118 - -

Loans and advances to 38335 | 50140 | 11805 30.8 59 544 9404 18.8

customers

Investment securities 126 676 | 180 081 | 53 405 422 152157 | -27924 | -15.5

Other assets 60465 | 20467 | -39998 | -66.2 25010 4543 222

Total assets 253675 | 278 048 | 24373 9.6 309723 | 31675 11.4

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank
joint stock company annual report. December 31, 2021.
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2. Analysis of the loan portfolio position in the assets of JSC KB
"PrivatBank" in 2019-2021, %

Article 2019 2020 Deviation 2021 Devoiation
Cash and cash equivalents, 10.0 9.8 -0.1 14.8 5.0
mandatory reserves
Banks indebtedness 1.1 - - 8.8
Loans and advances to 15.1 18.0 2.9 19.2 1.2
customers
Investment securities 49.9 64.8 14.8 49.1 -15.6
Other assets 23.8 74 -16.5 8.1 0.7
Total assets 100.0 100.0 0.0 100.0 0.0

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank

joint stock company annual report. December 31, 2021.

B Cash and mandatory reserves
u Indebtedness of banks

@ Securities Oher assets

L] Credit portfolio

A portfolio of investment

Fig. 1. Analysis of the JSC CB ""PrivatBank" asset structure in 2021, %.

Source: compiled by the authors based on their own research

The data reveal that the structure of
JSC CB "PrivatBank" assets is some-
what atypical for the Ukrainian banking
system: the assets mainly consist of the
value of the loan portfolio since the - in-
vestment activity in the banking sector
is developed very poorly. This peculiar-
ity of the structure of this Bank assets
is explained by the fact that this port-
folio of investment securities consists
of domestic state loan bonds the bank
received during nationalization.

The banks indebtedness is not of a
permanent nature. However, in 2021 it

made up a fairly significant share - up
to 9% in the structure of assets. Ac-
cording to the Bank's financial state-
ments in 2021, it was made up of cer-
tificates of deposit of the National Bank
of Ukraine. These certificates were at-
tracted by the bank at 11.5% rate and,
therefore, we can not to attribute this
amount to the total value of the loan
portfolio. The analysis of the above data
proved that the loan portfolio of this
bank makes 1/5 of its assets. As we have
already mentioned above, this Bank is
mainly focused on providing services to
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Fig. 2. Analysis of the JSC CB ""PrivatBank" credit portfolio structure in
2021, %.

Source: compiled by the authors based on their own research

the population, and therefore consumer
loans predominate in its credit portfolio,
as evidenced by the data of figure 1.

Figure 2 data show that loans to the
population accounted for 81% of the en-
tire loan portfolio of the Bank in 2021,
while the remaining 19% was evenly
divided between the small and medium
business sectors and the large corporate
sector. As a rule, small and medium
medium-sized business sector have the
priority. However, the number of loans
granted to this sector was greater, but
the average value of the loan is lower
than the amount of credit usually grant-
ed in the corporate segment. It should be
noted that the analysis does not involve
loans to individuals related to the for-
mer owners of the Bank, which are now
mostly classified as problematic.

Thus, over the past three years, the
value of the loan portfolio has increased
by almost 64% - from UAH 34,647 mil-
lion to UAH 56,722 million. According
to the data of the table, the increase in
the value of the loan portfolio through-
out the analyzed period was ensured by
the increase in the value of lending to
the segment of individuals. In 2020, the
increase in this segment ensured an in-

crease in the value of the loan portfolio
by 80% (UAH 9,538 million of UAH
11,955) and in 2021 — 74%, respective-
ly (UAH 7,468 million of UAH 10,120
million).

The total value of loans to individu-
als increased by UAH 17,006 million
over three years, i.e., the growth rate as
of three years made 58%. It is notewor-
thy that during the entire period under
analysis there was a tendency to reduce
the growth rate of the value of the seg-
ment of individuals while in 2020 the
value of the segment of individuals in
the total loan portfolio increased by
UAH 9,538 million and the growth rate
made almost 33%. In 2021 the value of
this segment increased by only UAH
7,468 million, i.e.by 19%. This may in-
dicate the satiety of the market with this
type of banking products and the transi-
tion of this segment of the credit market
to the stage of maturity - that is, lend-
ing to this segment will be carried out
at approximately the same level and no
significant volumes growth will occur.

Also, it can further result in signifi-
cant changes in the very structure of the
credit portfolio of this financial institu-
tion, as evidenced by the data of table. 3.
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3. Analysis of the structure of the JSC CB "PrivatBank' loan portfolio by
borrowers in 2019-2021, %

Article 2019 2020 Deviation 2021 Deviation
Loans issued to legal entities 7.8 8.3 0.5 9.2 0.9
Loans issued to individuals 84.0 82.9 -1.1 81.3 -1.6
Loans issued to SME 8.2 8.8 0.6 9.5 0.7
Total issues (excl. reserves 100 100 0 100 0
and loans issued to individuals
related to former owners)

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank
joint stock company annual report. December 31, 2021.

4. Analysis of the structure of the JSC CB "PrivatBank" loan portfolio for the
individuals in 2019-2021, UAH million

Article 2019 2020 Deviation 2021 Deviation
Absol. % Absol. %
Credit cards 23717 | 32431 8714 36.7 38 822 6391 19.7
Mortgage loans 2075 | 1619 -456 -22.0 2297 678 419
Consumer loans 3092 | 3908 816 26.4 3892 -16 -0.4
Car purchase loans 6 2 -4 -66.7 1 -1 -50.0
Other loans 39 45 6 15.4 37 -8 -17.8
Financial leasing 181 643 462 255.2 1067 424 65.9
Total (excl. reserves) | 29 110 | 38648 | 9538 32.8 46 116 7468 19.3

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank
joint stock company annual report. December 31, 2021.

The data of table 3 reveal that the
share of loans to individuals decreased
from 84% to 81% over the analyzed three
years, i.e. by almost 3 percentage points.

Currently, the product portfolio for
individuals consists of the following 9
credit products:

* "Universal" Visa & MasterCard card

* Service "Payment in installments"

* "Instant installment" service

* "Instant installments. Cash loan"

* Financial leasing "Auto in install-
ments"

* Housing on credit:

* "Mortgage at 10%"

* Deposit loan

* Loan secured by real estate

The structure of the credit portfolio
by credit products of JSC CB "Privat-

Bank" for the individual’s segment is
presented in table 4.

Table 4 data reveal indicate the in-
crease in the value of the "individuals"
segment in the Bank's loan portfolio
due to the increase in the value of credit
transactions carried out with the use of
the Bank's credit cards, in particular the
"Universal" card. Thus, over three years,
the value of credit operations carried out
using this credit instrument increased
from UAH 23,717 million to UAH
38,822 million, i.e. by UAH 15,105 mil-
lion, or almost 64%, which ensured an in-
crease in the value of loans to individuals
by 89% (UAH 15,105 million of UAH
17,006 million for the entire segment).

The data of figure 3 reveal that over
the past three years, the product structure
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Fig. 3. Analysis of the structure of the JSC CB "PrivatBank" "individuals"
segment credit portfolio by credit products in 2019-2021, UAH million.

Source: compiled by the authors based on their own research

of this segment has hardly changed, the
largest share is occupied by card prod-
ucts - on average, their share is 83%,
respectively, consumer loans account
for 9%, and mortgage loans - about 5%.
Recently, there has been a tendency for
growing the share of financial leasing -
in three years increased from 0.6% to
2%, respectively, the remaining 1% is
accounted for by other loan products, in
particular, loans for the purchase of cars.

The popularity of card products
among the population is explained by
their simplicity and availability, the pop-
ularity of consumer loans is explained
by the low incomes of Ukrainians — they
cannot afford to purchase necessary but
quite expensive goods, such as house-
hold appliances and furniture, with their
own funds. The popularity of this type
of credit products is also explained by
the instability of the national currency
and inflationary processes, which make
the process of targeted accumulation of
funds for the purchase of household ap-
pliances and furniture very difficult - for
example, in a year, due to the unstable
exchange rate, the value of these types
of goods can increase significantly,
and borrowing allows purchasing these

goods at an acceptable price, or im-
mediately as the need arises, gradually
paying its cost to the bank. Ukrainian
practice proves that, taking into account
the instability of the exchange rate, the
purchase of necessary goods on credit is
sometimes much more profitable than a
delayed purchase with one's own funds.

As for the corporate sector, it is di-
vided into two segments in the bank's
loan portfolio - the segment of small
and medium-sized businesses (SMEjs)
and legal entities (large businesses).
According to the Bank's development
strategy, which was analyzed above,
the priority in credit activities is given
to the SME segment, as evidenced by
the constant growth of the value of this
segment in the Bank's loan portfolio,
which increased from UAH 2,838 mil-
lion in three years to UAH 5,392 million
(Table 4), i.e. by a total of UAH 2,554
million, or almost twice.

Despite the fact that the SMEs are
given the priority, their share hardly
differ from the share of the segment of
other legal entities (Table 4) and in 2021
they amounted to about 9.5% each. It
should be noted that the dynamics of
growth in the value of loans of other
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Fig. 4. Analysis of the dynamics of growth in the value of loans for SMEs and
large businesses in the JSC CB ""PrivatBank" loan portfolio in 2019-2021,
UAH million.

Source: compiled by the authors based on their own research

legal entities is almost the same (Fig.
4) - in three years, their value increased
by UAH 2,515 million or by 93% (from
UAH 2,699 million to UAH 5,214 mil-
lion). Therefore, according to the Bank's
development strategy, these segments
are more promising for the Bank today,
because of the national economy can
only grow under the condition of active
development of the small and medium-
sized business segment, and the latter re-
quires certain financial resources. These
resources, however, are mostly scarce
and they cause deficit in this business
segment. It should be noted that large
Ukrainian commercial banks are very
prudent in lending to this segment since
it is the most vulnerable to the influence
of adverse external factors and current
economic and political situation in the
country is not characterized by stability.

The product portfolio for the corpo-
rate sector is represented by the follow-
ing credit products:

1) State compensation program
"AVAILABLE LOANS 5-7-9%" — this
program provides compensation from
the state to the entrepreneur for a part of
the credit load depending on the amount

of previous income received and the
number of newly created jobs. Special
conditions apply to agribusiness. This
program also provides support for the
following anti-crisis measures to pre-
vent the COVID-19 pandemic and over-
come its consequences: refinancing of
existing debt at 0%, financing of invest-
ment goals/replenishment of working
capital at a rate of 3%.

2) "Country of Successful Business"
(KUB) — a program aimed to support
the development of entrepreneurship
in Ukraine. The programm involved
28,400 entrepreneurs in 2021. This pro-
gram provides for a loan for business
development of up to 1 million hryvnias
at 1.4-1.6% per month. In 2021, Privat-
Bank issued UAH 8.2 billion (includ-
ing the value of mandatory reserves) of
loans to small and medium-sized busi-
nesses, UAH 3.8 billion of which came
under the Successful Business Country
(SBC) program.

3) AgroSBC — the "SBC" program
for farmers provides financing for the
purchase of necessary agricultural ma-
chinery, fuel, seeds and other necessary
components of agribusiness;
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4) TurSBC — the "SBC" program for
businesses related to seasonal tourism
and its infrastructure (tourist enterpris-
es, hotels, recreation centers, children's
camps (non-budgetary), cafes, restau-
rants, canteens) located in the regions
of the country with the most developed
seasonal tourist business, namely: on
the coast of the Black and Azov seas, as
well as in the ski resorts of Prykarpattia
and Transcarpathians;

5) Revolving credit line "Agrosea-
son" for financing the needs of the agri-
cultural cycle (the possibility of receiv-
ing "live" money starting with UAH
500,000, at 10.5% (for the corporate
segment) to 13% (for SMEs) per an-
num, up to 36 months, with mandatory
availability of security);

6) "Business mortgage" — a credit
product only for the SME segment for
the purchase of commercial or resi-
dential real estate (for the purpose of
commercial use), starting with UAH
500,000 (75% of the value of the real
estate purchased for conducting or ex-
panding a business), from 12 to 60% at
13% per annum;

7) "Business installment" loan — a
loan for business expansionto — provid-
ed for purchasing or renewing outdated,
low-quality fixed assets (commercial
real estate, motor vehicles, new produc-
tion equipment, agricultural machinery)
and ensuring the effective development
of the enterpriseto It provides for the
payment of loan obligations from the
profit obtained from the use of pur-
chased current assets (non-revolving
credit line, which is provided for a pe-
riod of 3 to 6 months, at 10.5%, from
UAH 200 to UAH 1,000 thousand, ad-
vance payment from 30% to 50%, de-
pending on the type of current assets);

8) Loan "guaranteed payments" —
loan issued at 4% per annum — at the

expense of the limit set by the bank, the
buyer can issue a guaranteed payment
with a date of execution in the future
(for a period of 10 to 365 days), and the
supplier can immediately ship the goods
(provide services ) with the funds to be
credited by the bank in full and on the
specified date. In the case of making a
payment from credit funds, the fee for
using the credit is 13% per annum;

9) Loan secured by a deposit — the
possibility of obtaining a business loan
at the rate of 2% per annum, can be se-
cured by the deposit of an individual,
from UAH 10,000 up to 85% of the
deposit value; terms of repayment: the
body of the loan - at the end of the term
ofthe loan agreement, interest - monthly.

10) Credit line for small and medi-
um-sized businesses (to increase work-
ing capital) - allows the customer to
receive the loan in installments within
the established limit (from UAH 500 to
3,000 thousand or from $18 to 105 thou-
sand and from €15 to 90,000) and the
term specified in the credit agreement
(from 1 to 3 or 5 (non-renewable line
for investment purposes) with or with-
out restoration of the credit limit in the
event that the client repays the received
loan or part of it. Goods in circulation,
real estate, equipment, motor vehicles,
agricultural machinery act as security,
additional requirement — a guarantee
from an individual — the owner of the
business; interest is charged only on the
used amount of the line;

11) Credit limit on the current ac-
count — established without collateral
under the availability of presence of
a guarantee agreement signed by the
head or founder of the enterprise in the
amount UAH 10-500 thousand for en-
trepreneurs, and up to UAH 2 million
for legal entities, at the rate of 16.5%
(if there is a guarantee agreement) and
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5. Analysis of the dynamics of interest rates on credit products by segments of
the banking business of JSC CB ""PrivatBank" in 2019-2021

Article 2019 2020 2021
Loans and advances to business entities woxE ok ok
UAH 11 12 12
US dollars 6 6 6
Euro 3 3 3
Loans and advances to business entities ok ok ok
UAH 46 46 44
US dollars 17 17 17
Euro 18 18 18

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank
joint stock company annual report. December 31, 2021.

34% (without an agreement), the com-
mission for transferring funds from the
credit limit to any accounts is 3%, mirace
period up to 55 days;

12) Leaseback - guaranteed invest-
ment - 50%—-60% of the property value;
the possibility of further exploitation of
one's property, as after all payments the
leased object is returned to the compa-
ny's ownership; a profitable and conve-
nient alternative to a mortgage loan;

13) Loan for the purchase of fixed
assets (commercial vehicles, agricultur-
al machinery, special machinery, equip-
ment) - a loan for up to 5 years, from
5% per annum, from UAH 100,000, an
advance payment of 20% of the prop-
erty value;

14) Leasing for business - rate from
0.01% per annum - depending on the
partner program, lease term - up to 5
years.

15) Overdraft - a short-term type of
financing that allows meeting the needs
of the enterprise in working capital
for the purposes such as: payment of
salaries; payment of taxes; payment of
goods, works and services and making
other urgent payments;

16) "Warm" loans for condomini-
ums on preferential terms - compensa-

tion from 40 to 70% of the loan amount
by the state, up to 7 years, from UAH
10,000 without an advance, up to 15.5%
per annum.

Therefore, the product portfolio for
the corporate segment is much larger
than the product portfolio for the pri-
vate individuals segment by almost two
times - 16 credit products against 9.
Many credit products include govern-
ment compensation, which makes them
even more affordable and attractive.

It is also noticeable that credit prod-
ucts for the segment of individuals cost
much more than the products for the
corporate segment (table 5), and, there-
fore, lending to individuals is more prof-
itable, although the loan amounts here
are much lower. It should also be point-
ed out that there have been almost no
changes in credit rates for three years.

The concentration of the client credit
portfolio in economic sectors and areas
of commercial activity of the corporate
segment is presented in Table 6. As can
be seen from the table, the largest in-
crease in the value of the loan portfolio
of the corporate segment was ensured
by the increase in the value of the loan
portfolio of SMEs, which increased by
UAH 4,637 million over the three years,
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6. Analysis of the structure of the loan portfolio of JSC KB '"PrivatBank" of
the corporate segment by economic sectors in 2019-2021, UAH million

Article 2019 2020 Deviation 2021 Deviation

Absol. % Absol. %

Loans to legal entities: | 3521 | 6358 2837 80.6 6992 634 10.0

Agro-industrial 1234 | 2298 1 064 86.2 1942 -356 -15.5

complex and food

industry

Consumer goods 570 771 201 353 1192 421 54.6

Other 1717 | 3289 1572 91.6 3858 569 17.3

SMEs 4336 | 8499 4163 96.0 8973 474 5.6

Provision of 1114 | 2664 1550 139.1 2440 -224 -8.4

household, individual

and professional

services

Agro-industrial 170 1934 1764 1037.6 2316 382 19.8

complex and food

industry

Consumer goods 79 1240 1161 1 469.6 1651 411 33.1

Infrastructure 2723 556 -2167 -79.6 599 43 7.7

Other 250 2105 1855 742.0 1967 -138 -6.6

Total loans and 7857 | 14857 7 000 89.1 15965 1108 7.5

advances

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank
joint stock company annual report. December 31, 2021.

taking into account the value of required
reserves for this loan portfolio, which
accounted for 57% of the total growth.
The increase in the value of the loan
portfolio of SMEs, in turn, ensured the
growth of the volume of lending to the
agro-industrial complex and food in-
dustry, which increased by UAH 2,146
million over three years, from UAH
170 million to UAH 2,316 million, i.e.
by more than 13 times. Lending to the
consumer goods industry also increased
significantly - from UAH 79 million to
UAH 1,651 million, that is, by UAH
1,572 million or almost 20 times.

The volume of lending and the pro-
vision of household, individual and
professional services also increased,
though the growth was slower and made
only 119% - from UAH 1,114 million to
UAH 2,440 million, i.e. by UAH 1,326

million. The volume of infrastructure
lending has significantly decreased -
from UAH 2,723 million to UAH 599
million, i.e. by UAH 2,124 million or
78%. The volume of lending to other
industries increased by UAH 1,717
million over three years, that is, more
than 7 times - from UAH 250 million to
UAH 1,967 million.

As for loans to legal entities (large
enterprises), their lending volume in-
creased by UAH 3,471 million or al-
most 98%. This increase in the volume
of lending was took place at the expense
of other sectors of the economy, which
in three years increased by UAH 2,141
million or almost by 124%. The volume
of lending to the consumer goods indus-
try increased by 109% or by UAH 622
million. The volume of lending to agri-
culture and the food industry increased
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7. Analysis of the structure of the JSC CB "PrivatBank" corporate segment
loan portfolio by economic sectors in 2019-2021, %

Article 2019 2020 | Deviation 2021 | Deviation
Loans to legal entities: 44.8 42.8 -2.0 43.8 1.0
Agro-industrial complex and food 15.7 15.5 -0.2 12.2 -3.3
industry
Consumer goods 7.3 5.2 -2.1 7.5 2.3
Other 21.9 22.1 0.3 242 2.0
SMEs 55.2 572 2.0 56.2 -1.0
Provision of household, individual and 14.2 17.9 3.8 153 -2.6
professional services
Agro-industrial complex and food 22 13.0 10.9 14.5 1.5
industry
Consumer goods 1.0 8.3 7.3 10.3 2.0
Infrastructure 34.7 3.7 -30.9 3.8 0.0
Other 3.2 14.2 11.0 12.3 -1.8
Total loans and advances 100.0 100.0 - 100.0 -

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank
joint stock company annual report. December 31, 2021.

by only 57% or UAH 708 million.

The structure of the credit portfolio
of the corporate segment by economic
sector is presented in table 7.

The data presented in table 8 indi-
cate that agro-industrial complex and
food industry take the largest share in
both cases. The SME segment had a
stable upward trend from 2.2% to 13%
and to 14.5%, respectively, while in the
segment of legal entities, on the con-
trary, it had stable tendency to decrease
from 15.7% to 12.2%. In both cases, the
share of consumer goods manufacturers
also increased - from 7.3% to 7.5% and
from 1% to 10%, respectively. During
the entire analyzed period, the share of
infrastructure experienced a significant
reduction - from almost 35% to almost
4%. The structure of the credit portfolio
of the entire corporate segment is pre-
sented in fig. 5.

Figure 5 data reveal that in three
years the structure of the corporate seg-
ment's loan portfolio has undergone
significant changes. In 2019 the share

of infrastructure lending operations pre-
vailed, while in 2020 the primacy shift-
ed to the agro-industrial complex and
the food industry. In 2021, they hold the
first position, but their share decreased
somewhat - from 28.5% to 26.7%. This
allows us to conclude that currently
the development of the agro-industrial
complex and food industry producers
support are among the priority tasks.
This is evidenced by the product portfo-
lio of this sector, i.e. a sufficiently large
offer of various credit products, and a
large amount of state support for some
loan products.

As of December 31, 2021, the total
amount of loans issued to the Bank's 10
largest clients was UAH 2,191 million
(December 31, 2020: UAH 2,164 mil-
lion) or 3% of the total amount of loans
(December 31, 2020: 3%). The provi-
sion for expected credit losses related to
these borrowers amounted to UAH 663
million (as of December 31, 2020: UAH
1,290 million). The structure of the loan
portfolio terms is presented in Table 8.
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Fig. 5. Analysis of the structure of the JSC CB ""PrivatBank" "individuals"
segment credit portfolio by credit products in 2019-2021, UAH million.
Source: compiled by the authors based on their own research

According to table 8 data, growth
in credit volumes was caused by the in-
crease, first of all, in credit products on
demand (revolving credit lines) with a
term of up to 1 month - in three years’
time their value increased by UAH
10,146 million, i.e., the growth rate was
66%. These credit products rates growth
of slowed down somewhat in 2021,

which may indicate the gradual satura-
tion of the market with similar products,
in particular, card credit products. The
highest growth rates over the past three
years were in credit products with a cred-
it term of more than 1 year, with their
value increase by UAH 4,455 million or
almost 96% over three years - from UAH
4,654 million to UAH 9,109 million.

8. Analysis of the structure of the loan portfolio of JSC CB "PrivatBank" by
maturity dates in 2019-2021

Article 2019 2020 Deviation 2021 Deviation
Absol. % Absol. %

On demand and up to 1 15365 | 21964 | 6599 429 | 25511 3547 16.1
month

1-3 months 8316 | 10714 | 2398 28.8 13538 | 2824 26.4
3-12 months 10000 | 11816 | 1816 18.2 11 386 -430 -3.6
Over 1 year 4654 | 5646 992 21.3 9109 3463 61.3
Total loans and advances | 38 335 | 50 140 | 11 805 30.8 59544 | 9404 18.8
of customers

Source: compiled by the authors based on their own research [22]. Privat Bank commercial bank
joint stock company annual report. December 31, 2021.
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Conclusions.

The conducted research reveals that
credit portfolio management is a fairly
significant and necessary part of banking
activity. Currently, the banking system
of Ukraine is in a very difficult financial
situation. A large number of overdue
loans result in a loss of depositors and
shareholders’ confidence in the bank,
as well as in problems with solvency
and liquidity, deterioration of the bank's
reputation. In addition, the bank bears
additional costs associated with loan re-
payment requirements, part of the bank's
assets are non-performing assets.

The decline in business activity since
the beginning of the full-scale war has
led to a drop in business demand for
loans, as banks have noted in a survey
of lending conditions. At the same time,
the deterioration of macroeconomic ex-
pectations significantly reduced the risk
appetite of banks. Accordingly, finan-
cial institutions have tightened lending
standards for businesses. Therefore,
the growth of the loan portfolio almost
stopped: the volume of foreign currency
loans decreased, while hryvnia loans in-
creased several times more slowly com-
pared to last year. The hryvnia net cor-
porate loan portfolio has grown by 8%
since the beginning of the full-scale war.

The growth of the value of the loan
portfolio during the last three years was
slower than the value growth of the as-
sets of this institution, which proves the
careful and balanced credit policy of the
Bank. Also, a small loan portfolio of the
bank is explained by the fact that con-
sumer loans prevailing in it are charac-
terized by a rather short credit period
and small amounts. Therefore, the Bank
actually issues a lot of loans, but their
small value dos not make the value of
the Bank's loan portfolio large. The spe-

cific weight of the loan portfolio in GDP
for the studied period decreases every
year. According to the results of 2021, it
makes only 24.41%, which is an indirect
sign of a decrease in credit investments
in financing sectors of the economy, and,
consequently, poor lending restrains
stimulation of economic growth.
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®OPMYBAHHA AKICHOIO KPEANUTHOIO MOPT®E/A YKPAIHCbKUX BAHKIB:

CTAH TA CTPYKTYPA KPEAUTHOIO NMNOPT®E/IA AT Kb «[IPUBATBAHK» 3A

PI3BHUMMU TAJ1TY3AMU EKOHOMIKHN

BIOECONOMY AND AGRARIAN BUSINESS, 13(4): 61-70.

https://doi 10.31548/economics13(4).2022.46-61

AHomayia. Mema cmammi - po3aaaHymu cmaH i cmpykmypy kpedumHozo nopmaensa AT Kb
«lpusambaHK» 3a Pi3HUMU 2asy3aMU EKOHOMIKU. AHGnI3yroYu ¢iHaHCO8i MOKA3HUKU, 008edeHo,
wo OOHUM i3 npiopumemHux HanpAMKie 8 difnbHocmi 0aHo20 baHKy € PO3BUMOK Kpedumy8aHHsA
3 NIOMPUMAHHAM BUCOKOI AKOCMi KpedumHozo nopmepesto. CmpameziyHoto Memotro baHKy € Hapo-
WYBAHHA AKICHO20 KPeOUMHo20 nopmdens po3opibHuUX Kpedumie ma kpedumie MCTI.

Y pe3ynbmami 00cniomeHHA npoeedeHo aHasi3 OCHOBHUX GHAMIMUYHUX MOKA3HUKI8 YrpaesiH-
HA KpedumHum rnopmepenem, 8U3HA4EHO CMPYKMypy KpedumHoz20 nopmeens ma cmpyKkmypy Kpe-
dumHoi akocmi nopmepensa 6aHKy npomsazom 2019-2021 pp. JocnioieHo npakmuyHy OisabHicme
AT Kb «MpusambaHK» ma 8cmaHoeneHo, Wo HAOAHI 8e/UKi Kpeoumu 8eauKuM nidnpueMcmeam -
mo € senuki pusuKu 01 6aHKy ma (020 MinblioHi8 8KAAOHUKIB. Asie MPUMPUMYOYUCS Yiel 38axceHoi
KpedumHoi nonimuku baHKy ece 00HO 800eMbCA HaPOU8aMU 87ACHY KpeOumHy OifanbHicme, fMpo
W0 c8io4ame aHAMIMUYHI PO3PaxyHKU.

[lns docazHeHHA nocmasseHoi Memu 8 xo0i 00ciOHeHHA byau BUKOPUCMAHI 3a20/16HOHAYKOBI
MemoOou 00CAIOHEHHA: CIIOCMEPEHEHHSA (CUCMeMamUYHe 8UBYEHHA BAHKY, OMPUMAHHSA MepeuH-
HoI iHhopmayii' y 8uenadi NoKasHuUKie giHaHcosoi 38imHocmi 3a aHasnizoeaHuli nepiod), NopieHAHHs
(3icmaeneHHa aHanizo8aHUX napamempis, KoegiuieHmis, cmameli 6anaHcy mixc coboro abo 3 6azo-
8UM MOKA3HUKOM, HOPMAMUBHUM 3HAYEHHAM), abcmpa2y8aHHs (8i0Xi0 y 8U3HAYeHHsAX Kameaopili
8i0 Hecymmesux snacmusocmeli ma 8udineHHs OeKifbKOX Cymmesux XapaKmepucmuk), memoo
2pynyseaHb (npu po32aadi knacugikayii kpedumis); pisHoMaHimHi npulioMmu cmamucmu4yHUX Memo-
die, 30Kpema rnopieHAHHA — npu 3icmasneHHi hakmuyHuUx 0aHUX 3a 8i0N08iIOHI nepiodu; crocme-
pexceHHaA bynu BUKOPUCMAHHI 0715 8us4eHHs | OuiHKU diHaHcoso2o cmaHy AT Kb «[lpueambaHK»,
Memoou aHanizy ma cuHmes3sy, iHOYKyii ma 0eoyKuyii.

MpoaHanizosaHo ma 0osedeHo, W0 3HUMEHH:A Bi3Hec-aKmusHOCMi 3 MOYaMKy MOBHOMAcCUi-
mabHoi eiliHu npu3eesno 0o nadiHHA nornumy 6i3Hecy Ha Kpedumu. BoOHo4ac nozipweHHs Makpo-
EeKOHOMIYHUX OYiKy8aHb 3HAYHO 3HU3UMO PU3UK-anemum 6aHKie. BidnosioHo giHaHcosi ycmaHosu
1ocuNUAU CMaHOapmu KpedumysaHHs 011 bi3Hecy. Tox 3p0CMaHHA KpedumHoz0 nopmdens mad-
Hee MPUMUHUAOCA: 0bcAe 8aMOMHUX Kpedumie 3MeHWYB8ascs, a 2pusHesux 30inbwysasca 8 pasu
rosineHiwe, Hix Mopik, a epusHesuli yucmuli KoprnopamusHuli KpedumHuli nopmebesns i3 NOYGMKY
rnosHomacwmabHoi siliHu 3pic Ha 8%.

LUnaxu supiweHHs npobaem yoOoCKOHAAEHHA Ma Mi08UWEHHA AKOCMI KpedumHoi disinbHocmi
6aHKy 3aaUWaMeCA nepcrekmusamu 0715 nooaabuux 00cioHeHs.

Kmrouosi cnoea: 6aHK, HayioHanbHul 6aHK YKkpaiHu, kpeoum, kpedumHuli nopmegens 6aHKY,
00xi0, aHasi3 AKoCcMI, cmpyKmMypa KpedumHoao rnopmghesns 6aHKy.
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