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THE STOCK MARKET INFRASTRUCTURE
DEVELOPMENT IN FORMATION OF THE
INVESTMENT BANK BUSINESS MODEL IN UKRAINE

Introduction. Modern trends in the world economy
development cause an objective process of increasing stock
market role and stimulate forming of investment bank
business model in the domestic financial markets.

Aim and tasks. The aim is to determine the role of the
stock market infrastructure development in formation of the
investment bank business model in Ukraine. It is necessary to
perform the following tasks to achieve this goal: to
determinate direction of Ukrainian financial market
development and to analyze dynamic of the structure of loan
and investment bank portfolio in last five years which allow to
evaluate forming of the investment bank business model in
Ukraine; to estimate the stock market infrastructure
development through its participants.

Results. The analysis of the loan and investment bank
portfolio structure has shown rising of banks’ interest to the
operations in the stock market and forming of the investment
bank business model in Ukraine. But the structure of the
investment portfolio of Ukrainian banks is dominated by
domestic government bonds. The main reasons of such
investment structure: the low total trading volume in the stock
market; the absence of other financial instruments in the stock
market; the low level of stock market development through the
need to form stock market infrastructure. Studying the stock
market infrastructure essence has substantiated the using of
institutional approach to identify the level of its development.
To the infrastructure participants in the stock market it is
carried out organization of trade in financial instruments,
clearing institutions, depository system, information,
analytical and rating agencies. The infrastructural participants
of the stock market in Ukraine has been characterized and
analyzed.

Conclusions. The Ukrainian stock market infrastructure is
actively developing in the direction of creating conditions that
brings it as close as possible to European and world standards.
Such situation will make foundation of the investment bank
business model forming. But conducted research has shown
that it is necessary, on the one side, to stimulate the increase in
stock trading volume and, on the other side, to make the stock
market more accessible not only to investors, but to
individuals too. The development of information technologies
as an integral part of the stock market infrastructure in
Ukraine has been worked out.
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PO3BUTOK IHOPACTPYKTYPU ®OHAOBOI'O
PUHKY Y ®OPMYBAHHI IHBECTHIINHOI
BIBHEC-MO/JIEJII BAHKIB B YKPAIHI

Beryn. CywacHi  TeHAEHIIT  pPO3BUTKY  CBITOBOT
€KOHOMIKH 3YMOBIIOIOTH 00 €KTHBHHI MPOILEC MiIBUIICHHS
poni (QOHAOBOrO pPHHKY B EKOHOMIYHOMY 3pOCTaHHI Ta
CTUMYJIOIOTH  ()OpMYBaHHSI 1HBECTHULINHHOI Oi3HEc-Mofeni
0aHKiB Ha BHYTPIIIHIX (PJiIHAHCOBUX PUHKAX.

Mera i 3aBaaHHs. MeTOIO CTaTTi € BU3HAYEHHS PIBHSA
PO3BHUTKY iH(pacTpykTypu (pOHIOBOrO pUHKY y (OpMyBaHHI
iHBecTuIliiHOl  Oi3Hec-momemi OankiB B Ykpaini. [ns
JOCSITHEHHS TIOCTaBJICHOI METH HEOOX11HO BUKOHATH HACTYITHI
3aBJIaHHS: BU3HAYUTHU HAMpPsIM PO3BUTKY (DIHAHCOBOTO PUHKY
VYkpaiHu Ta mpoaHani3yBaTH AMHAMIKY CTPYKTYpH KpeIUTHO-
iHBECTULIIHHOTO TOpTdens BITUYM3HAHUX OaHKIB 3a OCTaHHI
II’SITh POKiB; OLIHUTHU PO3BUTOK 1HPPACTPYKTYpHU (OHIOBOTO
pUHKY depe3 1 YyYacHHKIB, SIK OCHOBHOTO (akTopy
dbopMyBaHHSI 1HBECTHIIIHOI Oi3HEC-MOfeNi B YKpaiHCHKUX
OaHKax.

Pe3yabTaTn. AHani3 CTPYKTYpH KpEIUTHO-
IHBECTHIIITHOTO TIOPTQENnst yKpaiHCBKUX OaHKIB IOKa3aB
3pOoCTaHHs IiHTepecy OaHKIB 10 ormepaiiid Ha (HOHIOBOMY
puHKY Ta (OopMyBaHHS IHBECTHIIINHOI Oi3Hec-Mojeni. Aje B
CTPYKTYpl 1HBECTHIIIHHOTO TOpTQeNs BITYM3HAHUX OaHKIB
MepeBakaloTh OOJIiramii BHYTPIIIHBOI JEP>KaBHOI ITO3HKH.
Cepen OCHOBHUX TNPUYMH Takoi CHUTyallii MOXXHA BUIUIMTHU:
HU3BKHA 0OCST TOpriB Ha (POHIOBOMY PHHKY; BIJICYTHICTh
iHmUX (IHAHCOBHX 1HCTPYMEHTIB Ha (DOHIOBOMY PHHKY;
HU3BKMA PIBEHb PO3BHTKY (OHIAOBOTO PHUHKY dYepe3
HEOOX1IHICTh (hopMyBaHHS Horo iHGpacTpykTypu. BuBueHHs
CyTHOCTI 1H(]pacTpykTypu (HOHIOBOTO PHUHKY JO3BOJIHIO
OOTPYHTYBAaTH BHUKOPHUCTaHHS 1HCTUTYIIHHOTO MIiAXOMXY IS
BU3HAUYCHHs piBHA 11 po3BuTky. Jlo 1HMpacTpyKTypHUX
YY9acCHHUKIB (DOHJOBOTO PUHKY BITHECEHO: OpraHi3arlisi TOPTiBIIi
(IHAHCOBUMH  1HCTPYMEHTAMH,  KJIIPHHTOBI  YCTaHOBH,
Jeno3uTapHa  cucTteMa, 1HGOpMarliiiHi, aHaIITH4YHI Ta
PEHUTHHTOBI areHTCTBA. OxapakTepu30BaHO Ta
MPOAHAII30BAHO MISUTBHICTh 1H(GPACTPYKTYPHUX YYaCHUKIB
($hoHI0BOTO PUHKY B YKpaiHi.

BucnoBku. Iadpactpykrypa  (HOHIOBOTO  PHUHKY
VYKpaiHu aKkTUBHO PO3BUBAETHCS y HANIPSIMKY CTBOPEHHS YMOB,
[0 MaKCUMaJIbHO HaOIMKaroTh il /0 €BPONEHCHKHX Ta
CBITOBHX CTaHIapTiB. Taka cCHUTyallisi CTa€ OCHOBOIO
dbopmyBaHHS 1HBECTHIIHHOI Oi3Hec-moxeni OaHKy. Aje
MPOBEACHE AOCIIHKEHHS MMOKa3ajo, Mo HEeO0OXiIHO, 3 OJHOTO
OOKy, CTUMYJIFOBATH 30UIBIIIEHHS OOCSTIB TOPTiB aKIlisiMH, a 3
1HIIOr0 — 3poOuTH (HOHAOBHI PUHOK OUTBIN JOCTYIHUM HE
JIMIIIE JIs1 IHBECTOPIB, a M JJIs MPUBATHHUX OCI0.

KurouoBi ciioBa: ¢inancoBuii puHOK, (POHIOBUIA PUHOK,
iH(ppacTpykTypa, 6aHK, Oi13HEC -MOICIIb.
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Introduction. During last ten years there
have been lots of changes in the financial
market structure and its characteristics. This
process has been accompanied by different
factors, main of which become strengthening
of state regulation of banking activity and
digital technologies’ development. First of all,
we have to underline, that after the world
financial crises in 2008 the new model of
banking supervision has been worked out that
brings changes in banking activity and
influences on the relationships between banks
and their clients.

The overregulation of banking has led to the
transfer of financial resources from banking
systems to stock markets. As the result, the role
of the stock market in countries’ economic
development starts to grow. Thus, modern
trends in the world economy development cause
an objective process of increasing stock market
role and stimulate forming of investment bank
business model in the domestic financial
markets.

Secondly, digital technologies’ development
is able to change the concept not only of
financial market functioning, but of its main
components, one of which is the stock market.
The biggest changes within the stock market
take place in the infrastructure block, especially
its technological component. As for the stock
market infrastructure, it is extremely important
to its effective functioning because of increasing
the level of ensuring the efficient use of free
financial resources and sustainable economic
growth.

Today stock market infrastructure can be
characterized as a virtual trading platform that
provides the wide range of financial services
that support financial institutions, companies,
governments and investors through coordinated
work of such institutions as clearing houses,
security depositories, security service firms,
information providers, data and analytic
companies and technology vendors. In Ukraine,
the stock market infrastructure is on the stage of
development, on the one hand, there are created
the basic infrastructure elements at the
legislative level, but, on the other, for today
there is no concept of its development.

This situation in the financial market, both
globally and nationally, determines the
relevance of this study.
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Analysis recent research and
publications. The theoretical aspects of the
bank business model formation are covered in
the works of such foreign scientists as:
D. Llewellyn [1], M. Martel, A. van Rickstel
and E. Gonzalez [2], M. Keller [3]. They
underline that the investment business model is
a necessary element of the banking system and
define it as institution which involves
insurance securities’ issuing for corporate and
government clients, advising on mergers and
acquisitions, selling and trading in financial
markets and managing assets financed
primarily by borrowed resources.

The theoretical and methodological aspects
of the stock market infrastructure formation are
analyzed by domestic and foreign scientists,
such as H. Armt [4], T. Grishchenko,
I. Ivakhnenko [5], Z. Matsuk [6], O. Vasiliev,
O. Kaidash [7], H. Schmiedel [8]. In Ukrainian
scientific literature the theoretic aspects of
stock market infrastructure development have
been worked out. Conversely, foreign authors
search the stock market infrastructure in terms
of institutional structure and using of digital
technologies to optimize the stock market
functioning[4].

Aim and tasks. The aim is to determine
the role of the stock market infrastructure
development in formation of the investment
bank business model in Ukraine.

It is necessary to perform the following
tasks to achieve this goal: to determinate
direction of Ukrainian financial market
development and to analyze dynamic of the
structure of loan and investment bank portfolio
in last five years which allow to evaluate
forming of the investment bank business model
in Ukraine; to estimate the stock market

infrastructure  development  through its
participants as the main factor of the
investment business model formation in

Ukrainian banks.

Results. The research of financial markets’
structure shows that there are two main
directions of their development: redistribution
of financial resources occurs either through the
banking system or through the stock market.
The level ofthe national stock market
development can be defined with the ratio of
the market capitalization of listed domestic
companies to GDP.
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The banking system development level in
the country can be determined with using of
such indicators: the ratio of assets to GDP or the
ratio of domestic credit to private sector by
banks to GDP. In our paper we will use the ratio
of domestic credit to private sector by banks to
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73.9
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a) Domestic credit to private sector by banks to GDP
in 2000-2020, %

GDP, as this indicator allows to analyze using
of the credit resources in the country economic
development.

The dynamic of financial market
development indicators are presented on the
Figure 1.
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b) Market capitalization of listed domestic
companies to GDP in 2009-2018, %

Fig. 1.The dynamic of financial market development indicators in Ukraine.

Source: according to the [9].

The Figure 1 shows that the redistribution of
financial resources are mainly carried out with
banking system, but the volume of financial
resources that rotated through banks has
significantly decreased, changing of indicator
“Domestic credit to private sector by banks to
GDP” from 53,80 % in 2014 to 21,02% in 2020
tells about such situation. Also we can see
reduction of indicator “Market capitalization of
listed domestic companies to GDP” in 2010-2018
and in the end of 2018 it makes up 3,37%. It can

be concluded that today the financial market
practically does not play a leading role in the
Ukrainian economic development; in our opinion,
the main reason is in the reforming of financial
sectors of Ukraine.

Due to the fact that the purpose of banks’
activity is not only to stimulate the economic
growth, but to make a profit, there are two main
types of directions that allow banks to achieve
this goal: loan and investment activity, which is
confirmed by the data of Figure 2.

2000,00 100%
83% .
1500,00 T1% - 77% 79% M 79% 79%
75%
0 71% 70% P .
1000,00 - 50%
500,00 -
0,00 - 0%

2016
Investments, UAH billion

2017 2018

= Share of loans in the loan and investment portfolio, %

—— Share of domestic government bonds in investments, %

2019 2020

mmm [ oans, UAH billion

2021

—>— Share of investments' in the loan and investment portfolio, %

Share of loan and investment portfolio in assets, %

Fig. 2.Dynamic of loan and investment bank portfolio structure in 2015-2020 in Ukraine.
Source: built by the authors based on the data [10].
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The loan and investment portfolio occupies
the largest share in the assets of Ukrainian banks
and is almost 80%. To evaluate forming of the
investment bank business model in Ukraine it’s
necessary to conduct the analyses of dynamics of
the loan and investment bank portfolio structure.
(Figure 2).

Analysis of the loan and investment bank
portfolio structure admits us to draw the
following conclusions. Firstly, in the period
2015-2020 the share of loans decreased by
practically 30% which was accompanied by
simultaneous growth of investment portfolio
from 17% in 2015 to 45% in 2020. Such
situation can be characterized with rising of
banks’ interest to the operations in the stock
market and forming of the investment bank
business model in Ukraine.

140 000 1 400,00
120 000 1 200,00
100 000 1 000,00
80 000 800,00
60 000 600,00
40 000 T 400,00
20 000 200,00
0 — T —————— 0,00
I A A

Total trading volume, UAH million

=¢=—Index PFTS

a) The dynamic of total trading volume and index
PFTS in 2000-2020

Secondly, the structure of the
investment portfolio of Ukrainian banks is
dominated by domestic government bonds.
They make up more than half of the
investment portfolio. There can be several
reasons of such banks’ investment portfolio
structure: the low total trading volume in
the stock market; the absence of other
financial instruments in the stock market; the
low level of stock market development
through the need to form stock market
infrastructure. We propose to study these
factors more detailed.

On Figure 3 there are presented the
indicators of stock market development in
Ukraine: total trading volume, the dynamic of

PFTS index and the volume structure of
exchange contracts for financial instruments.
100%s. ’ : ; , 87
80%
60%
88,21 93,73 92,1 94,2 96,81
40% 90,14
20%
O% . L)
2014 2015 2016 2017 2018 2019
| Stocks DGB
m Corporate bonds B [nvestment certificates
® Derivatives Others

b) The dynamic of the volume structure of exchange
contracts for financial instruments in 2014-2019, %

Fig. 3. The indicators of stock market development in Ukraine.
Source: built by the authors based on the data [11].

Total trading volume has tendency to grow
and reaches UAH 133 billion in 2020. It is
positive trend, but in the world scale this indicator
is too small to speak about developed stock
market in Ukraine. Analyses of the volume
structure of exchange contracts for financial
instruments in 2014-2019 shows domination of
domestic government bonds like in banks’
investment portfolios. Unfortunately, the economy
of Ukraine needs to build full, effective and
efficient domestic stock market, balancing all its
segments and infrastructure development.

As example, during research of Ukrainian
stock market O. Melnyk and I. Kapitan have
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identified four problems of its development:
legislative unregulated corporate governance; the
problem of stock market organization;
imperfection of the depository and clearing
infrastructure; information unreliability about the
stock market participants’ activity [12]. All these
problems are conducted with formation and
development of stock market infrastructure. Thus,
we have to wunderline that infrastructure
development is key step on the way to formation
of developed stock market as it is ensures its
smooth functioning and as result can stimulate the
investment bank business model formation.
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The conducted analysis has proved the
necessity to explore such category essence as
stock market infrastructure. On our mind, the
stock market infrastructure is complex and
broad concept that requires deep research.

The concept of stock  market
infrastructure is not properly reflected in
economics. But in the economic literature
concept of market infrastructure has become
the most widespread. A. Moroz defines a
market infrastructure as a set of institutions,
organizations and other entities that provides
the necessary conditions for the functioning of
a market economy in a given country or region
[13]. J. Komarinsky considers the market
infrastructure as a system of institutions and

organizations, which ensure the free movement
of goods and services in the market [14]. Based
on the above definitions, we can distinguish
two approaches to the study of infrastructure:
through provision of market functioning or
through system of institutions. Z. Matsukagrees
with this point of view and considers the stock
market infrastructure as a complex system,
which distinguishes the individual elements
(financial and non-financial institutions) and
the sphere of economic relations between them
[6].

The theoretical approaches of Ukrainian
scientists to forming of provision of stock
market functioning has been considered and are
given in Table 1.

Table 1.The theoretical approaches of Ukrainian scientists to forming of provision of stock

market functioning

Types of Essence Elements
Author infrastructure
provision

regulatory a system of stock market regulation which | self-regulatory organizations;
= includes a system of rules for market | state influence institutions
o participants
_Qé) mediation ensures efficient accumulation and | traders, banks, asset management
é distribution of financial resources companies, institutional investors
s functional the system of trading platforms, which | stock exchanges, information systems
- provides the process of concluding
o) transactions with securities.
5 technical a system of calculations for concluding | depositories, custodians, registrars,
E, agreements, safekeeping and accounting | clearing system
Z of securities
© informational includes  information  system  and | electronic information ~ networks,
&= communication system marketing companies, rating agencies,

analytical and consulting companies

functional the system of institutions that provide | stock exchanges; specialized
~ functioning of the market, create the | institutions, that serve the market;
= necessary conditions for the circulation of | participants; regulators
_§ securities on the stock exchange
'5 regulatory the only system of methods and techniques | self-regulatory organizations; customs

. that gives the ability to streamline the | and traditions ethics; legislation; state
3 conclusion of agreements, subject them to | influence institutions
2 certain requirements and rules
g informational provides the feedback of the infrastructure | electronic information networks,
>, with the external environment marketing companies, rating agencies
© technical computer programs that provides fast and | depositories; custodians;  registrars;
accurate processing information clearing system; trading systems

main provides the process of concluding and | institutional investors; professional
o implementing agreements with financial | participants; trade information systems;
x assets on the basis of separation of | clearing houses; custodians and
Zz functions and specialization of activities depositories
= secondary the maintenance of basic infrastructure | information and rating agencies, state
N and its effective functioning. regulatory and supervisory bodies, self-

regulatory organizations
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According to the Table 1, authors divide
infrastructure provisions of stock market in
functional (main infrastructure) and regulatory,
informational, technical (secondary
infrastructure). But there are several
disadvantages of this approach to the stock
market infrastructure research. First, we can
observe differences of authors’ opinion on the
institutional  investors’  classification  for
infrastructure  blocks. Second, the main
participants of stock market such as issuers
without which it can’t functionate weren’t
separated and characterized. These
shortcomings confirm the need to use an
institutional approach to the stock market
infrastructure analysis.

Institutional approach to the stock market

through system of institutions. The founders of
institutional theory considered the economic
system as a relationship between institutions
under the influence of different factors[15].

According to the Law of Ukraine “On
Capital Markets and Organized Commodity
Markets” the stock market participants are
issuers, collateral providers, investors in
financial instruments, administrators,
professional participants in capital markets,
persons who carry out activities related to
capital markets and organized commodity
markets, associations of  professional
participants in capital markets [16].

The interaction between stock market
participants is schematically shown in the
Figure 4.

infrastructure research provides its study
Infrastructure Issuers (consumers of resources) Regulatory
participants: participants:
- organization of trade -government agencies
in financial -self-regulatory
instruments; <>| Intermediaries (security traders) organizations

-depository system;

institutional investors

-clearing institutions;

- information,
analyt}cal and rating Investors (resource providers)
agencies - households

- enterprises

- institutional investors

Figure 4 The schematically interaction between stock market participants.

Such distribution of the stock market
participants is based on the Law of Ukraine “On
Capital Markets and Organized Commodity
Markets” according to definition of their basic
powers and functions in the stock market. Thus,
infrastructural participants of the stock market are
institutions that provide communication between
issuers, investors and intermediaries. They are
called to perform the following functions:

- Execution of agreements with securities
and their derivatives with minimal risk;

- Delivery of stock instruments to the
buyer or his proxy with registration of property
rights within the stipulated time;

- Payment for the delivered securities;

- Appropriate storage and accounting of
securities;
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- Provision of advisory services on the
1ssue and circulation of securities;

- Development of a rating scale for issuers
and various types of securities.

To the infrastructure participants in the
stock market it is carried out organization of
trade in financial instruments, clearing
institutions, depository system, information,
analytical and rating agencies. With the goal to
determining the level of the stock market
infrastructure development we will conduct
quantity and quality analyses of infrastructure
participants.

The most important part of the stock
market infrastructure is organization of trade in
financial instruments.
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Professional activity in the organization of
trade in financial instruments can include on the
regulated stock market the organization of
security, stock and bond trading, derivative
contract concluding, trade in money market. But
to conduct each type of activity the market
operator has to receive a separate license.

According to the new version of the Law
of Ukraine “On Securities and Stock Markets”
which has been transformed into the Law of
Ukraine “On Capital Markets and Organized
Commodity Markets”, the stock exchange is
regulated market operator that: develops,
ensures approval and registration of its own
rules of functioning, which are mandatory for
all participants in this market; ensures the
creation of organizational, technological,
informational, legal and other conditions for the
collection and spread information for the offer
of assets admitted to trading and for regular
trading in such assets; determines the procedure
for admission that allows investment firms and
other persons to participate in trading, ensures
the maintenance and publication of the
participants’ list; ensures compliance by the
participants of the requirements established by

400
200
O -
2016 2017 2018 2019 2020
B Ukrainian Exchange
PFTS

m Perspektiva Stock Exchange

a) Dynamic of trade volume, UAH billion

the rules this market with the application of
appropriate measures of influence; establishes
the procedure for listing; determines, based on
the results of trading, the volumes of purchase
and sale of assets admitted to trading, the
current price of such assets and their average
exchange rate in accordance with the procedure
established by the National Securities and Stock
Market Commission; creates conditions for
ensuring settlements based on the results of
trading; creates conditions for resolving disputes
between participants; publishes information on
trading; carries out advertising [16].

In Ukrainian stock market four stock
exchanges are provided organization of trade in
2021: Ukrainian Exchange, PFTS, Perspektiva
Stock Exchange, and Ukrainian Stock Exchange
[11]. During last five years their quantity
decreased in two times, that is positive trend in
Ukrainian stock market development that leads
to its enlargement and increase concentration of
operations with financial instruments. Trading
information of the biggest Ukrainian regulated
market operators in 2016-2020 is given in
Figure 5.

200000
100000 ‘\‘\
0 ‘-_—'_—‘gﬁ_\
2016 2017 2018 2019 2020
=== Ukrainian Exchange
PFTS

== Perspektiva Stock Exchange

b) Dynamic of number of trades

FigureS Trading information of Ukrainian regulated market operators in 2016-2020.
Source: built by the authors based on the data [11]

The biggest trade volume is on Perspektiva
Stock Exchange during analyzed period. There
are two features of this stock exchange: it was
created in 2006 and started actively develop
from 2012 after The National Bank of Ukraine
gained access to trading on it with government
securities; the stock indexes are not calculated
on it.

So the most share of trading volume on this
market operator is trade with domestic
government bonds. Second in size is stock
exchange “PFTS”, but we can observe, that it
concedes to Perspektiva Stock Exchange trade
volume practically in two times. The number of
trades is on the one level on the both stock
exchanges.
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Unfortunately, the trade volume and number
of trades on Ukrainian exchange is reduced.
And there are absent statistical information
concerning activity on Ukrainian Stock
Exchange. Such situation taking into account
the requirements of the legislation can lead to
their closing.

The National Depository of Ukraine has been
established in accordance with the Law "On
Depository System" to provide the functioning
of unified system of depository accounting.
Central Depository ensures the formation and
functioning of the system of security depository
accounting, may provide services to the issuer
to organize and hold general meetings of
shareholders. We have to emphases, that the
depository activity is the type of professional
activity on the stock market and can be
combined with other types of professional
activity only by banks and security traders in
case of creation of separate department [17]

The influence of digital technologies on the
stock market infrastructure has appeared in the
improving of depository system. The innovative
IT platform of the Central Depository DEPEND
Q was integrated into industrial applications,
which is designed to ensure qualitative
transformations in the activities of the
depository system of the domestic stock market.
This innovative system includes information on
3 million accounts with a nominal value of

UAH 1.7 trillion. The introduced platform
allows depository institutions to independently
choose alternative software to serve customers.

The need to form a safe and stable depository
system in the stock market is due to the fact that
it is a set of information, records about issued
securities (kind with identification of type,
nominal value and quantity, register of
securities codes (international  securities
identification numbers), circulation restrictions)
on accounts in  securities of  such
accountholders; information about issuers;
about owners of securities; on restriction of
rights to securities; on persons authorized by the
owners of securities (managers, mortgagees);
about nominal holders; other data that allow to
identify the issued securities and the specified
persons.

The depository system on the second level
consists of depository institutions, institutions
which provide: activity on the safekeeping of
mutual investment assets, activity on storage of
pension fund assets, activity on mortgage
coverage management. The analysis of license
number for carrying out a separate type of
professional activity in the stock market in
2017-2020 shows the tendency to their
reducing, but growth rate of license number on
the depository activity and activity on the
safekeeping of mutual investment assets slowed
down last years (Figure 6).

400 0
300 " -2
-4
200 -
-6
100 - -8
0 - - 110

2017

2018

2019

Activity on mortgage coverage management
mmmm Activity on storage of pension fund assets
mmmm Activity on the safekeeping of mutual investment assets

= Depository activity

Growth rate of depository institutions, %
—— Growth rate of activity on the safekeeping of mutual investment assets , %

Figure 6.Dynamic of license number for carrying out a separate type of professional
activity in the stock market in 2017-2020 in Ukraine.

Source: built by the authors based on the data [11].
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According to the [16] clearing activity
includes the following activities: clearing
activity to determine liabilities and clearing
activity of the central counterparty. The essence
of clearing activity covers clearing, as well as
settlements in the clearing system and
organization of settlements, including preparing
of documents (information) for settlements and
referral to appropriate institutions that conduct
settlements. The clearing house must have the
appropriate equipment for clearing activity,
including computer equipment with appropriate
software, communication channels and premises
that meet the requirements established by the
National  Securities and  Stock  Market
Commission [16].

But the clearing system of Ukrainian stock
market until August, 2021 was presented with
bank “Settlement centre” that acted as
settlement centre for contract maintenance and
served the trading process through the provision
of appropriate clearing and banking services in
the stock market. “Settlement centre” was the
Central Counterparty, which becomes a buyer
for each seller and seller for each buyer.

From the 13" of August, 2021 the bank
“Settlement centre” was renamed in "Settlement
centre for servicing contracts in the financial
markets” which has to become liquidity service
centre on the Ukrainian capital market.
According to the strategy of “Settlement centre
for servicing contracts in the financial markets”
development the new clearing institute has to:

- become modern technological non-
banking clearing house through active
participation in the development of changes to
Ukrainian legislation, creating models of
Settlement centre transformation in a non-bank
clearing institution, transformation into a non-
bank financial institution by creation of a new
internal regulatory framework, streamlining of
staff and organizational structure, streamlining
customer relationships, elaboration of new
models of interaction with exchanges and
depositories;

- guarantee implementation of payments
through implementation of modern effective
software security (own production or, if
available financing, foreign technologies) and
proper organization of the internal control
system,;
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- work out package of additional services
and operating break-even through increasing
revenues through the introduction of such new
services: REPO with risk control, service for
working with the clearing system on
unorganized market, implementation of a joint
project with Bloomberg, creation of a single
clearing pool of liabilities in the organized and
unorganized market, payments in commodity
markets; and through the formation of a positive
image among customers and professional
environment;

- effective  structure  through proper
organization of personnel management system
and optimization of economic processes and
termination maintenance of non-core activities
[18].

No less important are the institutions that
ensure the existence of information flows,
namely - information, analytical and rating
agencies. In 2019, after the entry into force of
certain provisions of the Law of Ukraine "On
Amendments to Certain Legislative Acts of
Ukraine on Simplification of Doing Business
and Attracting Investments by Issuers of
Securities", the activity of an authorized
provider of information services on the stock
market has been introduced [19].

The National Securities and Stock Market
Commission [11] makes authorization of legal
entities that intend to carry out the following
types of activity for the provision of information
services in the capital markets and organized
commodity markets such as:

- Proclamation of regulated information
on behalf of participants in capital markets or
professional organized commodity markets —
the disclosure of such regulated information in
the mode as technically close to real time as
possible but no later than 15 minutes after its
publication, on a commercial basis, in the form
of open data;

- Spreading in the mode of continuous
updating of consolidated information — the
collection of all regulated information, its
consolidation  into  continuous  updating
electronic flow of information and spreading in
the mode as technically close to real time as
possible but no later than 15 minutes after its
publication, on a commercial basis, in the form
of open data;
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- Presentation of reporting data to the
National  Securities and Stock Market
Commission — the submission of relevant
information as soon as possible, but in any case
not later than the end of the working day during
which such information arose [16].

Persons that provide activity for the
information service provision must have internal
rules and relevant procedures which are agreed
with the National Securities and Stock Market
Commission [11].

Thus, information, analytical and rating
agencies provide feedback of stock market and
the external environment, which is a
prerequisite  for its adaptation to the
requirements of a market economy at each stage
of development [20-23].

Eight rating agencies are officially
registered and operating in Ukraine, three of
which are international (Table 2).

Table 2.List of rating agencies legalized in Ukraine on 2021.

The rating agency name The rating agency status ?gsn}ézaiioif De;,iisti}?ilh(;nl\;gcscl)\%[r(ljiiion
Standard and Poor’s International (USA) 1860

Moody’s Investors Service International (USA) 1909 Ne 198 from 22.02.2006
Fitch Ratings International (GB, USA) 1913

Credit-rating National 2001 Ne 530 from 10.04.2012
RURIC National 2004

[BI-rating National 2005 Ne 385 from 7.04.2010

Expert rating National 2007 Neo 860 from 8.06.2010

Standard-rating National 2010 Ne 529 from 10.04.2012

NSSMC* - the National Securities and Stock Market Commission
Source: built by the authors based on the data [11].

Also there have been created information
databases on the stock market: Smida and
Stockmarket. In these databases there are
information in relation to stock market
functioning; electronic system of complex
disclosure of information (ESCRIN); database
on securities market offenses; information on
the owners of significant stockholders (10
percent or more); State Register of Securities
Issues, etc.

During the implementation of operations in
the stock market there is a need for fast and
accurate processing of information, which
becomes possible thanks to development of
digital technologies [24-25]. Digital
technologies allow not only to simplify the
investment process, but also in the process of
mutual  settlements to obtain statistical
information on the volume of security sales,
costs, financial investments, demand, rating, etc.
[26-29].
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The development of digital technologies as
an integral part of the stock market
infrastructure in Ukraine is due to the
following basic reasons: 1) provide
acceleration of the information exchange
process and greater coverage of market
participants; 2) reduce production costs, as
they provide access to accumulated
knowledge at minimal cost; 3) ensure the
elimination of time and space barriers, which
ultimately creates an instant exchange of
information between buyers and sellers;
4) provide a fully valuable implementation of
the principle of market transparency.

Conclusions. The conducted study has
allowed us to draw the following conclusions.
First, the analysis of the loan and investment
bank portfolio structure has shown the rising of
banks’ interest to the operations in the stock
market and forming of the investment bank
business model in Ukraine.
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But the structure of the investment
portfolio of Ukrainian banks is dominated by
domestic government bonds.

Second, the analysis of the volume
structure of exchange contracts for financial
instruments has shown domination of
domestic government bonds like in banks’
investment portfolios that proves the necessity
of building full, effective and efficient
domestic stock market, balancing all its
segments and infrastructure development.

Third, infrastructure development is key
step on the way to formation of developed
stock market as it is ensures its smooth
functioning and as result can stimulate the
investment bank business model formation.

Forth, the studying of the stock market
infrastructure essence has substantiated the
using of institutional approach that provides

the identification the level of its development
through system of institutions.

To the infrastructure participants in the
stock market author carried out stock
organization of trade in financial instruments,
clearing institutions, depository system,
information, analytical and rating agencies.
The influence of digital technologies on the
development  of  the stock  market
infrastructure in Ukraine was grounded.

Fifth, the analyses and characteristic of
the Ukrainian market infrastructure has shown
that the Ukrainian stock market infrastructure
is actively developing in the direction of
creating conditions that brings it as close as
possible to European and world standards. But
low level of trade volume, especially in
stocks, slows down as the stock market
infrastructure development, so forming of
investment business model.
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