increase in funds for the development of banking infrastructure will also
contribute to the achievement of these goals.
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PROBLEMS OF BANKING LOANS
FOR SMALL AND MEDIUM-SIZED BUSINESSES

It is not a secret that small and medium-sized businesses are the basis for
sustainable development of the country's economy. Due to these enterprises it is
possible to create normal conditions for competition and rising GDP, social
security, formation and support of the middle class, etc. Moreover, a small and
medium-sized business, as the institutional sector of the economy, is becoming
dominant in number and production volumes in the leading countries of the
world.

In terms of quantity, small and medium-sized enterprises occupy a
significant share of the market, and therefore deserve considerable attention and
support from the state. However, there are a number of factors that have a
negative impact on the pace of development of the discovered objects. Among
them we can call, the political-military conflict, the financial crisis of 2013-
2016, attempts to implement tax reform, instability of the national currency, and
the immigration of able-bodied people, which caused the decline in the number
of SMEs in Ukraine.

By 2014, the share of small and medium-sized enterprises was 99.96% of
the total number of economic entities. This situation complied with the
established European standards. At present, this figure is somewhat smaller, but
quite high. (95.6% of all registered SMES).

In terms of the share of products and services provided, this figure is
somewhat smaller. SMEs account for 15% of GDP. We tried to analyze the
same figure in other European countries. It turned out that in Romania this
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figure is 21%, the Czech Republic 35%, Germany 47%, the United States 62%,
and Japan - 63% (figure 1)
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Fig. 1. The share of products and services provided by SMEs in GDP [1]

To address these issues, a Strategy for the Development of Small and
Medium-Sized Enterprises in Ukraine for the Period up to 2020 was developed.
The main aims of the Strategy are to properly support small and medium-sized
enterprises and to create an enabling environment for doing business. It is
supposed that such actions will unlock the potential of the SME sector and
helps to ensure sustainable economic and social development of Ukraine.

In addition to state support for SMEs, there is an important issue of
financial support for property. We tried to analyze the actual structure of
financial resources for small entities. As it turned out, there are some
peculiarities and some objective limitations in usage. For example, small
businesses have limited financial resources. This leads to the fact, that they are
often unable to carry out costly investment projects. This has the effect that
small businesses are limited in their own research into high-tech innovation. To
solve this problem, a considerable part of the enterprises' resources are obtained
through bank loans.

But discovering such situation we faced with the problem is that today
there is no effective mechanism for cooperation between small and medium-
sized businesses and banking institutions, which would take into account the
factors of the enterprise's creditworthiness and the bank's interest in granting
SME credit.

The share of loans to small and medium-sized enterprises is not high and is
only 20-25%, while in developed countries it is 60%. For medium-sized
enterprises, it ranged from 8 to 21% over the period under review. In turn, small
business entities received loans steadily over the analyzed period. This figure
was within 20% [1]

The structure of bank loans to small businesses indicates a relatively short
term of credit. The funds, according to research, went to industry (42%),
wholesale and retail trade (almost 35%), that is, as we see in activities with a
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short operating cycle. The short term of crediting is conditioned by:
insufficiency of long-term resources at domestic banks, limited access to
borrowing in international markets, increase of reserves as a result of high
problem of loan portfolios, deterioration of borrowers' solvency due to the
recession in the economy.

Analysis of the credit offer of different banks of Ukraine showed a
significant variation in interest rates on loans - from 13.9% to 26%. For
domestic businesses, such loans still remain expensive.

Research into problems in the field of lending to small and medium-sized
businesses has identified the following: high risks of lending; insufficiency and
high cost of credit resources; lack of liquidity in SMEs; short term of crediting;
low profitability of lending to banks; imperfection of the legal framework; the
difficulty of objectively assessing the real creditworthiness of small business;
reducing the motivation of some banks to lend; reduction of income and
creditability of small business; lack of long-term funds from banks.

One more reason for constraining SME lending in Ukraine may be the lack
of information needed by banks and microfinance institutions to assess SME
credit risk.

To sum up it worth to say that three parties - the state, the banking sector
and enterprises - play an important role in solving the problem of lending to
small and medium-sized businesses in Ukraine.

At the state level, the main task is to reduce the cost of bank loans by
regulating refinancing rates and minimizing the cost of loans by the National
Bank of Ukraine. The new government has declared intentions to reduce the
cost of loans, but has not identified ways to implement these actions. Equally
important is the development of alternative ways of securing credit in Ukraine,
such as insurance of financial risks, setting up guarantee funds or providing
state guarantees. First steps were made in such direction. It is cooperation of
local authorities with local branches of banks and partial compensation of
interest on loans. It works in 7 regions of Ukraine with Privatbank. Negotiations
are underway in the Ternopil region within the CUB program (country of
successful business) [2].

Another area is cooperation with various foreign funds and structures
(German-Ukrainian Fund, Western NIS Fund, European Investment Fund, etc.).
They enable the gradual introduction of new types of financial support in
Ukraine, namely: partial offsetting of interest rates on loans provided for
business projects, offsetting leasing payments; the extension of the micro-credit
programs, and appropriate infrastructure support.

Over the past year and a half, the German-Ukrainian Fund has allocated
around 300 million hryvnias for investment project support programs to its
partner banks. In April this year, the Program’s transformation into SME loans
amounted to about 60%. Overall, in 2017, partner banks that received funds
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from the Fund increased their total SME loan portfolio by 64%. Thus, targeted
financing of NUF promotes not only doing business, but also directly
development of the banking system through diversification of bank loan
portfolios.

In addition, the Fund's programs, which allow attracting cheap credit, often,
become an incentive to operate transparently, which generally contributes to
avoiding the shadow economy. It is also important for the Fund that projects
receiving funding help to increase the value added of goods and services in
Ukraine, import substitution.

Businesses, in turn, need to trust banks more, present authentic and truthful
information about their operations, as this influences a bank's positive decision.
Credit bureaus and clean legal businesses are ways to improve the situation in
this area.
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I'anna bansur
Tepnoninbcokuti HAYIOHANLHUN eKOHOMIYHUL YHIBEpCUMEm

BAHKIBCBKE PEI'YJIIOBAHHHAA
I HATJIAA B KPU30BUX YMOBAX

ExoHoMIuH1 Kpu3u HAA3BUYAMHO HETAaTHMBHO BIUIMBAIOTh HA €KOHOMIYHHIA
Ta COIIAJIbHUI PO3BUTOK HE JIMIIE KpaiH 3 HU3bKUM €KOHOMIUYHUM PiBHEM, a i
MPOMHUCTIOBO PO3BUHEHUX. [[isl OCTAaHHBOI €KOHOMIYHOI KpU3M MOIIKUPHUIACA B
TIH 4K 1HOIHA Mipi Ha OUIBIIICTH KpaiH CBITY, ii BIJIUB BUSBHUBCS OCOOJIMBO
PYHHIBHUM, a 3 HACIIKaMU JOBOAUTHCS OOPOTHUCS O TEHEPIITHBOIO Yacy.

B moctkpu3oBuii mepio Bce OUIBIIOT aKTyadbHOCTI HAOyBa€ BHUPIIICHHS
npoOsemMu 3a0e3MeueHHs €eKOHOMIYHOT Oe3leKu JAepkKaBu, TOOTO GopMyBaHHS
CIPHUATINBUX YMOB JUIS JOCATHCHHS HE3aJCKHOCTI, CTIMKOCTI, CTaOlIbHOCTI
HaIIOHAIBHOT EKOHOMIKH, 1i 34aTHOCTI 10 ITOCTYIOBOI'O BIJHOBIICHHS Ta
PO3BUTKY. BaXKIMBOIO CKJIaJJ0BOI0 EKOHOMIYHOT O€3MEKH JIep>KaBU € (PiHaHCOBA
Oe3neka — Takuil cTaH (piHAHCOBOTO PUHKY 3a SIKOTO Jep)KaBa MOXKE B MEBHHUX
MeXax rapaHTyBaTH CyCHUIbCTBY 3arajlbHOEKOHOMIYHI YMOBH (PYHKII1IOHYBaHHSI
JEep’KaBHUX BIAAHUX THCTUTYLIN 1 PUHKOBUX 1HCTUTYTIB. OJJHUM 13 MEXaHI3MIB
3a0e3neyeHHs] (iHAHCOBOI O€3MEKH € cHucTeMa peryaloBaHHS (iHaHCOBO-
0aHKIBCHKOT'O CEKTOPY. 3a OCTAHHE JAecATHpiuus OaraTo KpaiH BHU3HAIM 32
JOLIbHE BIPOBAKEHHS MEBHUX 3MIH y CTPYKTYpl PEryJISTHBHUX CHCTEM,
MiIXoAax A0 3/IMCHEHHSI PEryiatoBaHHS (PIHAHCOBOTO PUHKY, MOIIYKY HOBHX
OpraHizallifHUX pilleHb, HAIIJIEHWX Ha IMIJABUIICHHA e(QEeKTUBHOCTI U
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