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The article summarizes the regulatory and legal provision of bank capitalization in conditions

of macroeconomic instability using the example of Ukraine. The author systematizes the

main approaches to determining the categories of legislation in the field of capitalization

based on a review of publications by foreign and domestic scientists. The purpose of the

article is to analyze the regulatory and legal provision of capitalization of the banking

sector in the example of Ukraine and assess the existing gaps in the legislative framework.

Within the framework of the article, a bibliometric analysis was carried out for the

systematization of scientific works in the field of regulatory support of bank capitalization.

The following research tools were used in the article: methods of analysis and synthesis,

grouping, bibliographic analysis, comparison method, etc. The following categories of

regulatory support for bank capitalization have been identified the primary State Law,

State Laws, the main Central Bank Law and regulatory acts developed in accordance with

the specifics of the bank’s activities. The article identifies the main gaps in legislation at

various levels of banking activity. From the NBU’s point of view, the level of capital

adequacy is characterized by banks’ compliance with the specified standards H1 and H2.

At the international level, these indicators are covered in the standards of the Basel

Committee on Banking Regulation (Basel I, II, III). Several external and internal factors

affect banks’ implementation of the specified regulations. Macroeconomic factors include

social, geopolitical factors, technological factors and national indicators. This determines

the need for banks to consider fluctuations in GDP and incomes of the population when

developing a resource policy, as well as implementing national legislation. Also, banks

need to develop and implement appropriate action plans for negative scenarios of economic

growth and population impoverishment.
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Introduction and statement of the problem

At the current stage, the size of the bank’s
capital indicates the level of its development, the
ability to perform basic functions. Compliance with
capital standards is one of the most important tasks
of Ukrainian banks, which characterizes the degree
of protection of depositors and creditors from
financial and non-financial risks. In this case, the
amount of capital is considered acceptable if it is at

least 10% of the bank’s assets.
The basis of the bank’s activity is the formation

of a resource base that accumulates from various
sources and is used for conducting active operations.
Ensuring a sufficient level of capital is a primary
task for every bank, which contributes to the financial
stability and reliability of the institution.

In this case, regulatory and legal provision of
bank capitalization is the foundation for the formation
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of a sufficient resource base. The presence of gaps in
the legislation is a challenge to the effective
implementation of the bank’s resource policy. That
is why it is important to analyze the features of
capitalization regulation and identify the main gaps.

Analysis and research of publications

Both domestic and foreign scientists dealt with
the issue of capital regulation.

I.V. Drogorub considered the issue of regulatory
provision of capitalization in the context of the
legislation regulating the financial resources of banks.
The author divides the regulatory framework into
the following 4 groups: the basic law of the state
(Constitution of Ukraine), laws of the state (Laws
of Ukraine), subordinate regulatory acts of the central
bank, the regulatory legal framework is developed
by the specialization of banking institutions [1, p. 119].

Polishchuk O.A., Somchenkov O.A. and
Kolesov O.S. in their work note that imperfect legal
and regulatory support has a negative impact on the
stability of the financial sector, which includes the
banking system [2].

Kuznichenko Y.M. notes that the legislation
of Ukraine must comply with the norms of
international provisions, which include the Basel
requirements, which contributes to the regulation of
capital adequacy at the interbank level [3].

It is also important to note that foreign and
domestic scientists characterize the more quantitative
side of regulatory support for capitalization, which
is especially important in conditions of
macroeconomic instability. Orlando Hoaqui-
Barandyka and others point out that one of the
macroeconomic factors underlying bank profitability
is the capital efficiency indicators: ROA and ROE [4].

Paul-Oliver Klein and Turk-Aris Rima note that
banks with larger capitalization are more financially
stable, and in crisis conditions they are able to support

lending to the economy, which restrains adverse
macroeconomic consequences [5].

Thus, the analysis of researches and publications
confirmed the relevance and importance of effective
normative and legal support of the capitalization of
the banking sector as the basis of the state’s financial
operations.

The purpose of the article

The purpose of the article is to analyze the
regulatory and legal provision of capitalization of
the banking sector on the example of Ukraine and
assess the existing gaps in the legislative framework.

The main material

The economy of any state is impossible without
effective financial mechanisms supported by relevant
legal acts. The banking sector, which is the main
sector of state settlement operations, also depends
on the effectiveness of the development and
implementation of national legislation.

First of all, we will consider the challenges faced
by the banking system of Ukraine in the conditions
of macroeconomic instability. These problems of the
banking system, which led to a critical decrease in
the level of capital adequacy during the crisis of 2014-
2017, are relevant today (Table 1). This contributes
to a clearer demarcation of existing and potential
gaps in national legislation, which depend precisely
on external economic fluctuations.

Each of the presented problems poses a threat
to the lack of profit and loss of capital by banks. For
example, non-transparency of activities will lead to
an increase in reputational risk, which directly affects
the profitability of the institution.

These problems should also be taken into
account when implementing legislation in the area
of ensuring capital adequacy.

The main legal acts characterizing the main
features of the bank capitalization procedure are the

Table  1

Characteristics of the problems of the banking system of Ukraine and their impact on capital

Source: compiled by the author based on [8]

Problems of the ukrainian banking system Impact on capital 

The non-transparency of banks' activities, the non-transparent 

ownership structure 

the effect on the adjustment of the bank's balance sheet 

and regulatory capital; 

Low-quality loan portfolios of banks 
a decrease in the total amount of capital due to possible 

losses; 

Non-fulfillment of the main function by banks - credit and 

investment 

reduction of the level of profitability of banks, which 

affects indicators of capital adequacy; 

Growing mistrust of banks 
reducing the amount of resources for the bank's 

operation; 

Low level of risk management of most banks possible losses of banks; 

High concentration of capital in the group of the largest banks decrease in capital adequacy indicators in other banks. 
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following four groups:
– the main law of the state – the Constitution

of Ukraine;
– laws of the state – Laws of Ukraine;
– Central Bank Law – Law of Ukraine “On

Banks and Banking Activities”;
– normative legal acts developed in accordance

with the specifics of the bank’s activities.
In accordance with Article 100 of the

Constitution of Ukraine, the Council of the National
Bank develops the main principles of monetary policy
and controls its implementation [9]. Thus, the central
bank is responsible for the development of the main
standards of banking activity, which are governed by
the banking institutions of Ukraine. Also, in
conditions of macroeconomic instability, namely:
rising inflation, unemployment, disruption of the
equilibrium level of unemployment, political factors,

Table  2

Features of capitalization at various stages of banking activity

Source: created by the author on the basis of [6]

Stage of 

banking 

activity 

Features of capitalization Gaps in legislation 

Creation  

of a bank  

– formation of authorized capital; 

– payment of cash contributions by bank participants of the 

value of shares, shares of the bank in the amount determined by 

the statute, absence of anti-crisis measures in case of force 

majeure (socio-political, economic, etc. factors) after payment 

of the authorized capital by the participants of the institution. 

Functioning of separate divisions of the bank, the minimum 

amount of registered capital of the branch at the time of its 
accreditation is at least 120 million hryvnias 

lack of anti-crisis measures in case of 

force majeure (socio-political, 

economic, etc. factors) after the 

payment of the authorized capital by the 

participants  

Functioning 

of separate 

divisions of 

the bank 

– the minimum amount of registered capital of the branch at the 

time of its accreditation is at least 120 million hryvnias 

lack of distribution of types of capital 

and personalities of their formation by 

division; 

lack of anti-crisis measures in the field 

of resource policy of the branch 

Conducting 

banking 

activities  

– distribution of regulatory capital into primary and additional 

capital; 

– the basic capital of the institution includes authorized capital 

and disclosed reserves, created or increased due to retained 

earnings, premiums to the share price and additional 

contributions of shareholders to the authorized capital, the 

general risk coverage fund, which is created for an uncertain 
risk when conducting banking operations, with the exception of 

losses for the current year and intangible assets; 

– availability of elements of additional capital and their clear 

regulation; 

– The National Bank of Ukraine has the right to establish 

requirements regarding the sources of formation of components 

of regulatory capital, which is relevant in the presence of 

destabilizing economic factors; 

– determination of the minimum amount of capital and the 

order of its formation and increase, etc. 

lack of detailing of possible measures of 

the National Bank of Ukraine regarding 
changes in the amount of regulatory 

capital 

Bank 

management  

– determination of sources of capitalization and other financing 

of the bank; 

– making decisions regarding the creation, reorganization and 
liquidation of legal entities, the formation of branches and 

representative offices of the bank on the territory of other states, 

approval of their statutes and regulations; 

– presence of verification by the internal audit unit of capital 

adequacy assessment processes, etc. 

lack of clear standards regarding capital 

adequacy assessment in conditions of 

macroeconomic instability at various 
levels of bank management 
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etc., the National Bank of Ukraine carries out anti-
crisis measures, among which is the adjustment of
capital indicators of banking activity.

Among the laws of the 2nd group, the Civil
Code of Ukraine, the Law of Ukraine “On the
Protection of Consumer Rights”, the Code of
Ukraine on Administrative Offenses and others can
be distinguished. Each of the mentioned laws has
different spheres of responsibility and influence both
on banking activity and directly on its customers.

The main law of the 3rd group of normative
legal acts is the Law of Ukraine «On Banks and
Banking Activities», which clearly defines the features
of attracting, replenishing, functioning of various
types of bank capital [6].

Table 2 shows the features of capitalization
according to banking processes and the main gaps at
each stage of the bank’s operation in conditions of
economic fluctuations.

Another group is normative legal acts developed
in accordance with the specifics of the bank’s
activities.

Such documents include the resolutions of the
National Bank of Ukraine, which regulate various
types of activities of institutions, namely: credit,
deposit, settlement and cash, etc. Such laws include
the Instruction on the Procedure for Regulating the
Activities of Banks in Ukraine [7].

We will consider in more detail the basic norms
of the above-mentioned Instructions. The purpose
of its introduction is defined in the first section of
the document “General Provisions”. The purpose
of the creation of the Instruction on the procedure
for regulating the activities of banks in Ukraine is to
ensure the stable operation of institutions and their
timely fulfillment of their obligations to depositors,

as well as to prevent improper allocation of resources
and loss of capital due to risks inherent in the activities
of banks. In our case, it is worth paying attention to
the point about possible capital losses, namely: in
which cases, how to counteract this, and what
measures are possible to reduce this risk in conditions
of macroeconomic instability.

Banks must comply with the following
regulations:

– capital standards that have a direct impact
on the efficiency of banking activity (Fig. 1);

– liquidity standards;
– liquidity coverage ratio (LCR) for all

currencies (LCRBB) and in foreign currency
(LCRIB);

– coefficient of net stable financing;
– credit risk standards;
– investment regulations [7].
From the NBU’s point of view, the level of

capital adequacy is characterized by banks’
compliance with the specified standards H1 and H2.
At the international level, these indicators are covered
in the standards of the Basel Committee (Basel I,
II, III).

It is worth noting that when developing capital
standards and making changes, the National Bank
takes into account changes in the regulatory acts of
the Basel Committee on Banking Supervision, so it
is important to also consider the evolution of the
committee’s standards (Fig. 2).

A number of external and internal factors affect
banks’ implementation of the specified standards.

External factors that have an indirect effect
include the following:

– natural factors;
– geopolitical and geoeconomic factors;

Fig. 1. Norms of bank capitalization

Source: created by the author based on [7]
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– national indicators characterizing Ukraine’s
development (political, economic, GDP structure,
level of public debt, state budget deficit, etc.);

– social (income level of the population, level
of trust in banks);

– technological (level of innovative
development of banks);

– the state of the banking services market (the
level of development of the banking system, the main
indicators of bank activity, the share of the largest
banks, and others).

The external factors of direct impact on the
bank’s capital include:

– introduction of Basel III requirements by the
National Bank of Ukraine;

– pressure from counterparties.
Let’s take a closer look at the national

indicators, since they characterize the level of
development of any state.

One of the national indicators is the inflation
rate, which characterizes the change in prices in the
economy and is determined by the consumer price
index. There is a direct connection between the rate
of inflation and the level of interest on deposits and
loans, which indirectly affects the volume of banks’
capital. For example, with an increase in the inflation
rate, interest on loans and deposits increases, while
banks’ profits decrease and the amount of capital
decreases accordingly.

Another national indicator is the level of public
debt. When this indicator increases for banks, the
conditions of their functioning are also adjusted,
namely: the increase in the amount of authorized
capital is accelerated to avoid possible losses.

The structure of the gross domestic product
also exerts an indirect influence on the capital of
banks. Depending on which industry dominates the

country’s GDP, the level of banks’ profits also
fluctuates, which depends on the structure of their
loan portfolio.

Thus, the regulatory legal framework should
take into account the fluctuations of these factors
when developing relevant laws at both the national
and international levels.

It is important to assess the influence of
macroeconomic factors on changes in bank
capitalization, which will contribute to the effective
development and correction of regulatory acts and
internal bank policies (Table 3).

Thus, the legal framework of Ukraine in the
field of ensuring bank capitalization should take into
account the possible fluctuations of these factors.

In the Instruction on the procedure for
regulating banking activity, the procedure for
calculating the bank’s regulatory capital (RC) is
defined, which is one of the most important indicators
of banks’ activity, the main purpose of which is to
cover the negative consequences of various risks.

The factors listed in Table 3 can act as such
risks and have both a positive and a negative impact
on banking activity.

Risks in banking activity depend on the specifics
of banking operations conducted under market
conditions, and mean the probability of receiving
revenues that are less than expected and a decrease
in the value of assets. The increased level of these
risks leads to significant financial losses and, as a
result, to the bankruptcy of institutions.

When determining the real size of the RC,
taking into account the risks in their activities, banks
are obliged to constantly assess the quality and carry
out the classification of active banking operations,
as well as determine the size of the credit risk in
order to reduce its possible negative impact.

Fig. 2. Evolution of the Basel Capital Agreements

Source: compiled by the author based on [10–11]
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Also, in accordance with Chapter 1, Section 4
of the Instructions on the procedure for regulating
banking activity, the bank is prohibited from paying
dividends or distributing the capital of the institution
in any form, if such payment or distribution will
lead or may lead to a violation of the standard of
sufficiency (adequacy) of regulatory capital or its
non-compliance. Another anti-crisis measure on the
part of the NBU is the weighting of assets and off-
balance sheet liabilities by the degree of credit risk
when calculating the sufficiency (adequacy) standard
of the RC.

Thus, in the normative legal framework, the
regulator foresees possible actions of bank owners or
fluctuations in the external environment that may
negatively affect the institution’s compliance with
capital standards, and determines appropriate
preventive measures.

Conclusions

The regulatory and legal framework is the basis
for the functioning of any economic sphere.
Compliance with legislative norms is special, which
will contribute to the stabilization of economic, social
and political processes in the country.

The banking sector is responsible for conducting
financial operations of the state, and the main
indicator of its stability is the adequacy of capital.
Thus, the study of legislation in the field of ensuring
capitalization in conditions of macroeconomic
instability is important for any state.

The main regulatory legal acts characterizing
the main features of the bank capitalization procedure
are the following four groups: the main State Law -
the Constitution of Ukraine, state laws – Laws of
Ukraine, the Central Bank Law - the Law of Ukraine

Factor Impact 

Geopolitical factors: elections, change of 

authorities in the leading countries of the 

world, political actions, internal political 

events in the country 

Deterioration of indicators of banking activity, which affects the 

profitability of the institution 

National indicators: inflation rate 

There is a direct connection between inflation rates and the level of 

interest on deposits and loans, which indirectly affects the volume of 

banks' capital. 

National indicator: the structure of gross 

domestic product 

Depending on which industry dominates the country's GDP, the level of 

banks' profits also changes, depending on the content of their loan 

portfolio. 

Social factors  
The level of public trust in banks and the level of income affect 

individual components of banks' capital. 

Technological factors: the level of 

organization innovativeness  

The introduction of innovations requires additional financing and capital 

investments. Most Ukrainian banks have a low level of innovation in 

their activities, as it is an additional expense. 

 

Table  3

Impact of macroeconomic factors on banking activity, namely capitalization

«On Banks and Banking Activities» and normative
legal acts, which are developed in accordance with
the specifics of the bank’s activities.

Among the legal acts developed for the specifics
of banks’ activities is the Instruction on the Procedure
for Regulating Banks’ Activity in Ukraine, the main
purpose of which is to conduct stable activities of
institutions and timely fulfillment of their obligations
to depositors and creditors, as well as to prevent
improper allocation of resources and loss of capital
due to the risks inherent in the activity of banks.
Also, this document defines the main capital
standards, their features and the procedure for their
calculation and further implementation by banks,
taking into account the impact of various financial
risks.

It is important to note that when making
changes to the legislative framework, the state must
take into account the influence of the following
macroeconomic factors: geopolitical, social and
technological factors, national indicators. These
factors have a direct impact on banking activity,
namely on capital adequacy and profitability of the
institution, which are indicators of the stability of
the institution.
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ÍÎÐÌÀÒÈÂÍÎ-ÏÐÀÂÎÂÅ ÇÀÁÅÇÏÅ×ÅÍÍß
ÊÀÏ²ÒÀË²ÇÀÖ²¯ ÁÀÍÊ²ÂÑÜÊÎÃÎ ÑÅÊÒÎÐA Â ÓÌÎÂÀÕ
ÌÀÊÐÎÅÊÎÍÎÌ²×ÍÎ¯ ÍÅÑÒÀÁ²ËÜÍÎÑÒ²

ªô³ìåíêî À.Þ.

Ó ñòàòò³ óçàãàëüíåíî íîðìàòèâíî-ïðàâîâå çàáåçïå÷åí-
íÿ áàíê³âñüêî¿ êàï³òàë³çàö³¿ â óìîâàõ ìàêðîåêîíîì³÷íî¿ íåñòà-
á³ëüíîñò³ íà ïðèêëàä³ Óêðà¿íè. Àâòîðîì ñèñòåìàòèçîâàíî îñ-
íîâí³ ï³äõîäè äî âèçíà÷åííÿ  êàòåãîð³é çàêîíîäàâñòâà ó ñôåð³
êàï³òàë³çàö³¿ íà îñíîâ³ îãëÿäó ïóáë³êàö³é ³íîçåìíèõ òà â³ò÷èç-
íÿííèõ íàóêîâö³â. Ìåòîþ ñòàòò³ º àíàë³ç íîðìàòèâíî-ïðàâî-
ãî çàáåçïå÷åííÿ êàï³òàë³çàö³¿ áàíê³âñüêîãî ñåêòîða íà ïðèêëàä³
Óêðà¿íè òà îö³íþâàííÿ íàÿâíèõ ïðîãàëèí ó çàêîíîäàâ÷èõ áàçàõ.
Ó ðàìêàõ ñòàòò³ âèêîíàíî á³áë³îìåòðè÷íèé àíàë³ç äëÿ ñèñòå-
ìàòèçàö³¿ íàóêîâèõ ïðàöü ó ñôåð³ íîðìàòèâíîãî çàáåçïå÷åííÿ
êàï³òàë³çàö³¿ áàíê³â. Ó ñòàòò³ áóëè âèêîðèñòàí³ òàê³ ³íñòðó-
ìåíòè äîñë³äæåííÿ: ìåòîäè àíàë³çó òà ñèíòåçó, ãðóïóâàííÿ,
á³áë³îãðàô³÷íèé àíàë³ç, ìåòîä ïîð³âíÿííÿ òîùî. Âèçíà÷åíî òàê³
êàòåãîð³¿ íîðìàòèâíîãî çàáåçïå÷åííÿ áàíê³âñüêî¿ êàï³òàë³çö³¿:
îñíîâíèé Çàêîí äåðæàâè, Çàêîíè äåðæàâè, îñíîâíèé Çàêîí öåí-
òðàëüíîãî áàíêó, íîðìàòèâí³ àêòè, ùî ðîçðîáëÿþòüñÿ â³äïîâ-
³äíî äî ñïåöèô³êè ä³ÿëüíîñò³ áàíêó. Ó ñòàòò³ âèçíà÷åíî îñ-
íîâí³ ïðîãàëèíè ó çàêîíîäàâñò³ íà ð³çíèõ ð³âíÿõ áàíê³âñüêî¿ ä³ÿëü-
íîñò³. Ç áîêó ÍÁÓ ð³âåíü äîñòàòíîñò³ êàï³òàëó õàðàêòåðè-
çóºòüñÿ âèêîíàííÿì áàíêàìè çàçíà÷åíèõ íîðìàòèâ³â Í1 òà Í2.
Íà ì³æíàðîäíîìó ð³âí³ çàçíà÷åí³ ïîêàçíèêè âèñâ³òëþþòüñÿ ó
ñòàíäàðòàõ Áàçåëüñüêîãî êîì³òåòó ç ïèòàíü áàíê³âñüêîãî ðå-
ãóëþâàííÿ (Áàçåëü ², ²², ²²²). Íà âèêîíàííÿ áàíêàìè çàçíà÷å-
íèõ íîðìàòèâ³â âïëèâàº íèçêà çîâí³øí³õ ³ âíóòð³øí³õ ÷èííèê³â.
Äî ìàêðîåêîíîì³÷íèõ ÷èííèê³â â³äíîñÿòü: ñîö³àëüí³, ãåîïîë³òè÷í³
òà òåõíîëîã³÷í³ ôàêòîðè, íàö³îíàëüí³ ïîêàçíèêè. Öå îáóìîâ-
ëþº íåîáõ³äí³ñòü  óðàõóâàííÿ áàíêàìè êîëèâàíü ÂÂÏ ³ äîõîä³â
íàñåëåííÿ ïðè ðîçðîáö³ ðåñóðñíî¿ ïîë³òèêè, à òàêîæ ðåàë³çàö³¿
íàö³îíàëüíîãî çàêîíîäàâñòâà. Òàêîæ áàíêàì ïîòð³áíî ðîçðîá-
ëÿòè òà âïðîâàäæóâàòè â³äïîâ³äí³ ïëàíè ä³é çà íåãàòèâíèõ
ñöåíàð³¿â çðîñòàííÿ åêîíîì³êè òà çá³äí³ííÿ íàñåëåííÿ.

Êëþ÷îâ³ ñëîâà: áàíê³âñüêà ñèñòåìà, êàï³òàë³çàö³ÿ,
íîðìàòèâè, íîðìàòèâíî-ïðàâîâå çàáåçïå÷åííÿ,
ìàêðîåêîíîì³÷íà íåñòàá³ëüí³ñòü, ôàêòîðè.
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The article summarizes the regulatory and legal provision of
bank capitalization in conditions of macroeconomic instability using
the example of Ukraine. The author systematizes the main approaches
to determining the categories of legislation in the field of capitalization
based on a review of publications by foreign and domestic scientists.
The purpose of the article is to analyze the regulatory and legal
provision of capitalization of the banking sector in the example of
Ukraine and assess the existing gaps in the legislative framework.
Within the framework of the article, a bibliometric analysis was
carried out for the systematization of scientific works in the field of
regulatory support of bank capitalization. The following research
tools were used in the article: methods of analysis and synthesis,
grouping, bibliographic analysis, comparison method, etc. The
following categories of regulatory support for bank capitalization have
been identified the primary State Law, State Laws, the main Central
Bank Law and regulatory acts developed in accordance with the
specifics of the bank’s activities. The article identifies the main gaps
in legislation at various levels of banking activity. From the NBU’s
point of view, the level of capital adequacy is characterized by banks’
compliance with the specified standards H1 and H2. At the
international level, these indicators are covered in the standards of
the Basel Committee on Banking Regulation (Basel I, II, III). Several
external and internal factors affect banks’ implementation of the
specified regulations. Macroeconomic factors include social,
geopolitical factors, technological factors and national indicators.
This determines the need for banks to consider fluctuations in GDP
and incomes of the population when developing a resource policy, as
well as implementing national legislation. Also, banks need to develop
and implement appropriate action plans for negative scenarios of
economic growth and population impoverishment.

Keywords: banking system, capitalization, standards, reg-
ulatory and legal support, macroeconomic instability, factors.
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