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1. Formulation of the problem.

An empirical experience shows that the welfare of households in Ukraine is worsening
in the retirement and pre-retirement periods due to the fact that the main (single) form of
income in the period of their labor activity is a wage, replaced by another - the main (single)
from - the social pension payment.

Taking into account the current rules for the appointment of state pensions in the
solidarity system, namely, the size of the future pension is defined as the share of wages; the
financial situation of the vast majority of households in these periods is significantly
deteriorating. In such conditions, the search for alternative sources of household income
during the period of their work activity and the use of this income in pre-retirement or
retirement periods is actual. A theory of household finances determines savings as a source of
their additional income. However, statistics on a household income in Ukraine show that the
share of savings in their structure does not exceed 8 % [2]. The aim of the article is to justify
the necessity of forming an investment portfolio of a household from the point of view of
interest in it, both by households (micro-level) and by the state (macro-level).

2. Analysis of recent research and publications.

The problem of household finances in general and the balance of financial resources of
this subject, in particular, attracts the attention of many scholars. Among the Ukrainian
researchers, it is worth mentioning T.Kizima, S.Yuriy, N.Yasinska, etc. Despite the
considerable interest of economists, the question of balancing the financial resources of
households in pre-retirement and retirement periods should be complete and comprehensive
research. This is confirmed by the practice of forming their social pension payment at the
expense of solidary insurance premiums (The Pension Fund of Ukraine) and the state budget
funds (which covers the deficit of The Pension Fund of Ukraine). It testifies to the lack of
proper theoretical substantiality of the financial base for households and makes it impossible
to develop long-term finance policy in this area.

3. Task formulation.

The aim of the publication is to consider the necessity of forming an investment
portfolio of households in Ukraine by making savings during the period of their labor activity.
The necessity for this is due to the microeconomic (the ratio of different forms of household's
wealth during their lives, the loss of the value of money in time, if they not used) and
macroeconomic (savings of households become a source of investment for business entities,
which in turn become a multiplier of long-term development of the country's economy )
preconditions.

The investing-saving mechanism is considered by us as the main method of increasing
the welfare of households in the retirement and pre-retirement periods.

4. Main material exposition.

The aggregate wealth of households acquire three main forms: material (real estate or
movable property); financial (money, securities, currency, deposits, etc.); human riches, which
are expressed in the person himself, his psychological and physical development, intellectual
level, a degree of workability, etc. [3, p. 188].

The thesis that will allow developing the necessity for management of households
finance from a microeconomic point of view is an awareness of the fact that during the life
cycle of an individual, the proportion of these types of wealth is different. Therefore, at the age
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of 20-25, a person (or a few people) creates his or her own household, usually having a high
level of its human and low - financial and material wealth. In the course of active labor activity
25-30 years, there is a gradual increase in financial and material wealth and, in contrast to
this process, the reduction of work capacity and human wealth. Having reached its peak in the
age of 55-60, these forms of wealth can develop in different ways for the different households.
So, if financial wealth is realized only in the form of wages, then we assume that in the pre-
retirement or retirement age the household will find itself in a situation in which its human
wealth will be equal to the financial one. Therefore, the way is desirable, in spite of the
gradual reduction of human capacity; the level of financial wealth of a household will increase.
The only source of such wealth can be the savings made by households during their work. As
result, the level of financial wealth is influenced by factors other than capacity, namely the
level of interest rates in the economy and a set of financial instruments for investments.
Therefore, it is necessary to create a "surplus” of the financial wealth of the household over
the human wealth so that its amount does not depend on the ability to work.

The next thesis that will allow developing the necessity for management of households
finance is the realization that the money available at our disposal today is more valuable than
the money in the future. This conclusion suggests that there should be an "interest" for the
household to make savings, and this "interest” should be measured as a "pay" for the deferred
future consumption of its income. In addition, "interest" has a financial dimension and the
name "interest rate". In the context of the research aim, this household interest rate becomes
a generalized income in the investment markets. Future value of invested money (FV) is
measured using the following formula [4, p. 924]:

FV =PV*(1+r)", (1)

Where, PV - Present value of money; r - Interest rate; n - Period of savings.

For example, if the interest rate, for example, is 10 %, the present value is 1000 UAH in
1 year it will equal 1100 UAH, in 2 years - 1210 UAH etc.

The concept of present value can be used in various situations, including to assess the
attractiveness of households for certain uses of their savings. Accordingly (1), the household
decision will depend on the level of the interest rate.

PV=FVI(1+r) (2)

An equality (2) let us make a logical conclusion. The present value of investing money
is the bigger is the smaller the denominator of the equation. Accordingly, the denominator is
the smaller the lower the interest rates in the economy of the country. Additionally, the
concept of present value helps to explain the logical conclusion that investment in the
economy, and hence the need for household savings, is reduced with interest rate growth and
increases with interest rate cuts.

Thus, it can be determined that the management of household finances are activities of
its members in terms of regulating its incoming and outcoming cash flows in order to achieve
the objectives of the household (in the context of our article, the objectives at the appropriate
level of income in the pre-retirement period) [5, p. 28].

The thesis that will allow developing the necessity for management of households
finance from a macroeconomic point of view is conditioned by the following thesis.
Understanding of the events taking place in the financial system of the country is important
for understanding the development of the economy as a whole. The main structures of the
financial system - stock and bond markets, banks and open-end funds play the role of the
regulator of cash flows of savings and investments, which in turn are the main factors of long-

164



ISSN 2223-3822 © Socio-Economic Problems and the State, Vol. 17, No. 2, 2017

term growth of GDP and living standards of the population. Therefore, understanding of the
mechanism of functioning of financial markets is extremely important for making a decision
on how to use the funds of an investment portfolio of a household.

Gross Domestic Product (GDP) is equal to the cost of manufactured goods and services,
or the sum of expenses for consumption of goods and services in the economy of the country
over a certain period of time (in quarters, one year). GDP (Y) is determined by four main
components: consumption (C), investments (), government spending (), net exports (NX).

Y=C+I+G+NX, (3)

This equation means that each hryvnia on the left side is reflected in one of the four
components in its right-hand side.

We simplify the analysis by assuming that the economy is closed, that is, it does not
interact with other economies. In particular, it is not involved in a trade in goods and services
with other countries and does not engage in international borrowing or lending operations.
Since a closed economy does not participate in international trade, net exports are zero. In
such conditions, our initial equation will take the following form.

Y=C+I+G, 4)

Thus, in a closed economy, GDP is equal to consumption, investment and government
spending. To demonstrate the role of financial markets in the country's economic system, we
will subtract € and G both the right and left sides of the equation. We get the following
expression:

Y-C-G=1 (5)

The left side of equality Y - C - G is the income of the economy, net of consumption and
government spending. This value is called national savings, or simple savings, and is
designated as S. Replacing (Y - C - G) on S, we obtain:

§=1I, (6)

From which it follows that savings of households are equal to investment in economics.

The equation (6) reflects the important fact that, for the economy as a whole, the
savings of subjects of financial relationships must be equal to investment ones. An investment
yield as an instrument of the financial market "unites" the macro and micro-economic aspect
of the household's investment portfolio. The level of investment yield (rate), regulating the
supply and demand on the credit market, determines the behavior of households who make
savings and subjects of financial relationships who need loans for investment. The financial
market structures represented in the formula by the sign of equality are those regulators of
cash flows of savings and investments, which become the main factors (along with credit
resources) of long-term growth of GDP and living standards of the population (forming the
supply of credit resources) and incomes of economic subjects (forming the demand for credit
resources). Such a development of the economy is also desirable for the state as a system of
creating the subject of financial relations in society, since after the growth of incomes of other
participants in social production (firms and households) payments to the budget and incomes
of the society will increase.

Accordingly (2) and (6), the level of interest rates in the country's economy is an
instrument that can combine the interests of all subjects of the financial system of the country.
Therefore, the investment in the economy, and hence the need for household savings, is
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reduced with interest rate growth and increases with interest rate cuts. In order to increase
the amount of savings of households to the economy, a monetary policy for cheap money
should be made by the central bank.

The investment portfolio for households is formed as a set of financial market
instruments to implement their own objectives during the period of their work activity. This
is alternative sources of household incomes that it use in pre-retirement or retirement
periods.

The management of the investment portfolio households in terms of low-interest rates
and inflation can be divided into five stages [6, p. 3]:

1) Formation of the investment objectives for households;

2) Formation of the investment policy for households;

3) Selection the strategy of investment portfolio households;

4) Selection the assets for investment portfolio households;

5) Measurement and evaluation the investment for households.

Five stages set out above form a cyclic process in which the assessment of effectiveness
may lead to adjustment of objectives, policy, strategy, and assets of the portfolio.

As we see, in the second phase of management of portfolio household is the formation
of the main ways of investment policy to achieve the selected aims. This phase begins with the
decision to place assets. In other words, household as an investor must decide how to allocate
its existing savings between the major asset classes. The risk assets are assets, which future
returns to them are uncertain. The major classes of risk assets usually include stocks, real
estate, and foreign currency. The risk-free assets are assets, which future returns to them are
certain. The major classes of risk-free assets usually include bank deposits, bonds. Household,
as usual, has to do choosing between risk assets.

The household makes the choice between risky assets on the basis of indicators of their
future incomes, variations, and dispersion [7]. The expected incomes of a risky asset are
calculated as follows. Firstly, for a given the probability distribution of possible values for
realized incomes. The probability distribution is a feature that correlates with each possible
value of incomes and the likelihood of their realization. Secondly, for a given probability
distribution, the expected incomes are the weighted average of the possible incomes. The role
for the weighted average has "will play" the probability distribution of these incomes. In
practice, the probability distribution is based on past statistics (realized) incomes.

The released income of the portfolio for a fixed period determined by the following
formula:

Rp=w1R1+w2R2+...wiRl_, (7)

Where Rp- the released income of the portfolio for period p; Ri- Income of the share i
for period; Wi - The proportion of share i in the portfolio; i - The number of shares in the
portfolio [7].

As a typical example, consider a portfolio that consists of three stocks (A, B and C) and
the investing period (for example one year) showed following indicators of incomes for each
of these assets.

Table 1. The indicators of income for investment portfolio household

Stock Market value ($) Income (%)
A 6 12
B 15 10
C 25 3

166




ISSN 2223-3822 © Socio-Economic Problems and the State, Vol. 17, No. 2, 2017

The total market value of the investment portfolio household is 46 USD (6 + 15 + 25).
So:

46 ,or 33%

46 7 ,or 54%

RP =0,13%12% 4+ 0,33%¥10% +0,54*3% =6,48%

The realized income of the portfolio for a fixed period is equal to 6.48 %.

On this stage of household's investment portfolio management is a choice of strategy
that meets their aims and investment policy. This is the stage when the household like
investor tries to create an efficient portfolio. Based on the household's preferences
distinguish:

a) aggressive (speculative) portfolio (formed by the criterion of maximizing current
income or gains on invested capital regardless of the level of investment risk, provides a
maximum rate of investment return on invested capital, but is accompanied by the highest the
level of investment risk);

b) moderate (compromise) portfolio (overall the portfolio risk and accordingly the rate
of income on invested capital close to the market average);

c) conservative portfolio (formed by the criterion of minimizing current risk; in these
portfolios are practically no financial instruments with investment risk level higher than the
market average).

Evaluating the effectiveness of investment is the latest stage in the process of
investment management. At this sense, the household makes the measuring return portfolio
and comparing the result with the selected baseline. Baseline, in this case, serves some
quantitative characteristic behavior of the pre-selected set of assets. As a benchmark can be
selected any known stock indexes such as Standard & Poor's 500 (S & P 500), or indices that
publish known consultancy firms.

The household can make this choice yourself or make it with a help of a professional
asset manager. In the first case, a household should have a certain level of financial literacy.

5. Conclusions.

In the article researched micro- and macroeconomic prerequisites for the formation of
the investment portfolio of households.

Microeconomic pre-conditions are conditioned by a circumstance that the forms of
riches of households in the process of its life are different. It proved that savings in the period
of labour activity of households have been the source of such wealth only. It considered that
the influence on savings level is the level of interest rate and set of tools are presented at the
financial market of the country. From another point of view, macroeconomic pre-conditions
are conditioned by equalization that shows an important fact, that for an economy the savings
of subjects of financial relations are always equal to the investments. As result, the interest
rate as an instrument of financial market "uniting" macroeconomic and microeconomic aspect
of the necessity of investment portfolio of households. Additionally, the needs to improve the
financial literacy of households Ukraine have considered.

The exploring of the ways outlined above for improving the development of household
finances in general and the formation of their investment portfolio in particular as a result of
raising the level of financial literacy opens up prospects for future research in this sphere of
financial science.
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BiZJHOCHH Y CYCIIiJIbCTBI.

MikpoeKOHOMIiuHI TepeayMOBU 3yMOBJIEHI pi3HUM CNiBBiHOLIeHHAM pOpM H6araTcTBa
JlIOMOTr0CIOAAPCTBA YIPOAOBXK HOr0 >KUTTEBOTO LIMKJIY Ta BTPATO BAPTOCTI rPOILEN y Yaci.

MakpoekoHOMiYHi mepeJyMOBM MalTb 3a OCHOBY MiAXiJl, 3a SKAM 00CATH
3a0l1a/PKeHb B €KOHOMili KpaiHM [JOpiBHIOIOTh iHBECTHLIiSIM ycCiX Cy0’€KTiB eKOHOMiuHOI
cucteMu. BcTaHOBJIeHO, 1[0 BiZICOTKOBAa CTaBKa fK IHCTpyMeHT QIiHAaHCOBOTO PHUHKY
«00’elHYyeE» MaKpo- Ta MIKpPOEKOHOMIYHMM acnekT iHBecTULilHOro mnopTdes
JIOMOTOCIIOAAPCTBA. 3alpONOHOBAHO ULLIAX 30i/blIeHHs [J00poOyTy JAoMOrocnofapcTB
YKpaiHU y NeHCIMHUM Ta nepeAleHCIiMHUM Mepiou — 3aolla/PKeHHS YNPOJOBX Mepioay
IXHbOI TPYA,0BOI aKTUBHOCTI.

Y npocnimxeHHI J0BeleHO B3aEMO3B'SA30K MiXK piBHEM BiJJCOTKOBOI CTaBKMU Ta
CTUMYJIAMHU [10 3a011a/>KeHb HaceJIeHHS. A caMe, YMM BULUW piBEHb BiZJCOTKOBOI CTABKU TUM
MeHLIe CTUMYyJIB [0 3a0Ula/KEHHS MOBUHHO OYTH, i HaBNakKu — HEBUCOKUU piBeHb
BiZICOTKOBOI CTaBKH NNOBUHEH CTUMYJIIOBATU 3a01a/>KeHHH BITYU3HAHUX JOMOTOCIOAAPCTB.
Y JlaHOMYy KOHTEKCTi PO3IJIAHYTO HeOOXi/HICTh MiZiBUleHHSA PiBHA piHAHCOBOI TPaMOTHOCTI
HaceJIeHHA YKpalHU.
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MUKpPO3KOHOMUYECKHE TMPEANOChIIKA 00ycaoBJAeHbl TeM ¢GaKToM, 4YTO ¢GOpMbI
foraTcTBa JIOMOXO35IiCTBAa B MpOIECCE €ro KU3HeJAesATeJbHOCTH pasHble. Ecin 06bEM
$HMHAHCOBOrO M MaTepUaJbHOro 60raTcTBa JAOJKEH HUMeTb TeHJEeHLHMI0 [0 poCTa, TO
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TAaKOTO Pa3BUTHS MOTYT CTaTh TOJIbKO cOepeXeHHsl B MEPUOJ, TPYJOBOM [1eTeJbHOCTH,
IIOCKOJIBKY Ha UX YPOBEHb BJUSIOT ApPYyrye, KPOMe TPYAO0CIOCOOHOCTU GAaKTOPhI, a UMEHHO
ypPOBEHb NMPOIEHTHOW CTaBKU U HAOOP MHCTPYMEHTOB, NpeACTaBJIeHHbI Ha GUHAHCOBOM
pblHKe CcTpaHbl. [l0o3TOMy mnpeAsio)keH WHCTPYMEHT VBeJUYeHUs1 6J1arocoCTOsIHUSA
JIOMOX035IMCTBAa YKpauHbl B IEHCUOHHbBIN U NpeJ, IEHCUOHHBIM Iepuo/bl — HX COepexeHu ],
c/leJJaHHbl€e B IEPUO/, TPYAOBOH AeATETbHOCTH.

MakposkOHOMHUYECKHE  NpPeANOChIJIKM  00YyCJOBJEHbl  ypaBHEHHUEM, KOTOpoe
MOKa3blBaeT BaXKHbIM (aKT, 4YTO [JJisI SKOHOMHUKU B IeJIOM, COepexeHUs CyO'beKTOB
GUHAHCOBBIX OTHOLIEHUMW Bcerjja paBHbl MHBeCcTUIUMAM. [IpoleHTHass CTaBKa Kak
MHCTPYMEHT (PHUHAHCOBOTO pbIHKA YpPaBHOBELIMBAET MNpPEAJIOKEHHE U CHPOC CBOOGOJHBIX
pecypcoB «00beAUHSII» MaKpO- Ta MHUKPOIKOHOMUYECKHH acleKT Heob6X0JUMOCTH
WHBECTUIIMOHHOTO NOpTdesiss A0MOX03s1HMCTBA. VIMeHHO mNpoleHTHas CTaBKa, peryJupys
npeJJjoXKeHHe U CIpoc, 00ycjaBJMBaeT IOBeJeHUEe [JOMOXO03dWCTBa, KOTOpOe [esalT
cbepexxkeHus U CyO'beKTOB X03MCTBOBaHUS, KOTOPble HYKAAIOTCS B MHBECTUILIUAX pa3BUBast
CBOM OHW3HEC U SKOHOMHUKY B LesoM. CTpyKTypbl (UHAHCOBOTO pbIHKA (KpeAUTHbIE
yUpeXAeHUsl, HerocylapCTBEHHbIe NMEeHCHUOHHble POH/bI, CTPaXxoOBble KOMIAHUU U JIPyTHeE)
eCTb TeMH PETYJASATOPAMHU JeHEXHbIX TOTOKOB COepeXeHW U UHBECTULUH, KOTOPbIE B CBOIO
ouepe/lb CTAaHYT OCHOBHbBIMH (GaKTOpaMH [J0JrocpoyHoro pocta BBII v ypoBHS KU3HU
HaceseHUs1 (GOpPMUPYIOT NpeAsoKEHHE Ha KPeJAUTHOM pPbIHKe), NPUOBLIU CYObEKTOB
X0351UCTBOBaHUS (GOPMUPYIOT CIIPOC HA KPEJUTHOM PBbIHKE).

UccnenoBaHue Ao0Ka3blBaeT B3aMMOCBSI3b MEX/Y YPOBHEM IMPOILEHTHBIX CTABOK HU
CTUMYyJIaMU K cbepeXeHUsIM HaceJieHHsl. A UMeHHO: 4eM Bblllle NMPOLEHTHAsl CTaBKa, TeM
MeHbllle CTUMYJIOB K COepeXeHHsIM, U HAaoO0OpOT - HU3Kas MpOlleHTHas CTaBKa J0JKHA
CTUMYJIMPOBATh cOepekeHUsl JOMAIIHUX XO3SIMCTB. B 3TOM KOHTEKCTe paccMaTpHBaeTCs
HeoO6X0JUMOCTb MOBbIIIEHHS YPOBHS (UHAHCOBOU rPaMOTHOCTHU HaceJieHUs] YKpPaUHbI.

KiwueBbie cl10Ba: JOMOX035MCTBO, GPUHAHCHI JAOMOXO3SMCTBA, UHBECTUI[MOHHbBIN
nopTtdesib 10MOX03UCTBA, 6/1ar0COCTOsIHUE JOMOX035IMCTBa.
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