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Nowadays the economic development of any countrgelsg depends on its
participation in international relations. As intational experience shows, no country has
managed to create a perfect economy in complekatiso from the world economic system.
With regard to Ukraine, under conditions of globation and European integration processes
it also cannot develop its economic system aparhfother countries. A strong influence of
financial globalization on national economy is armelcteristic feature of modern international
economic relations. The intensification of integrat process in the financial markets,
competition for capital access, technology medmtaevelopment, financial instruments
standardization and free movement of capital agerdiflection of these processes. Financial
globalization and integration, that causes aggmawatof the international banking
competition, deals with the origin of some positfeetors of influence. At the same time,
global financial crisis provoke crisis on domestianking markets. In this context, the
investigation of globalization processes impacttba banking system of Ukraine, which
stipulates the need to study the impact of for@gpital on the Ukrainian banks is certainly
important.

Despite the increasing relevance of the impact lobalization and integration
processes in the development of the domestic bgrdantor, a range of issues require further
research in this direction.

The aim of this publication is to analyze the gesitand negative consequences of the
foreign capital impact on the banking system of ditke and to examine the measures
concerning the minimization of its negative impact.

The rapid development of the banking sector anch@oac growth in Ukraine turned
the domestic banking market into one of the mosaetive for capital in Eastern Europe.
Moreover, coverage of Ukraine by foreign capitadetermined by the peculiarities of its
development. The process of financial globalizatenmd integration acquired particular
manifestation by foreign capital entering throudie tpurchase of Ukrainian banks, their
acquisition or creation of new banks with foreigapital. This process deals with the
emergence of its possible influence on the devetoyrof national financial systems.

To determine the effects of the foreign capital amgon on the banking sector of
Ukraine it is worth using the indicator that chdesizes the participation of foreign capital in
the banking system of the country. According to ttew of Ukraine “On Banks and
Banking”, the bank with foreign capital is a bamkwhich the share capital that belongs at
least to one non-resident exceeds 10%.

During the period from 2007 to 2013 the number arfiks with foreign capital in the
domestic banking system increased by almost 1.&stinvhile the number of Ukrainian banks
decreased by 1.05 times. Thus, banks with foreigpital are oriented not only on the
forward, but intensive strengthening of their magb@sitions.

The existence of foreign capital in the bankingteys of Ukraine has both positive
and negative consequences. Among the wide rangel@ntages concerning operations of
banks with foreign capital in Ukraine, it is wortientioning the following:



1. The growth of foreign capital has a positiveeeffon the economy of Ukraine, as it
accelerates the development of financial marketpameds the range of services and their
quality.

2. Foreign capital attraction facilitates the rapigblementation of advanced banking
technologies, new methods of conducting the bankiginess, including the use of
experience in financial management, anticrisis rgament and advanced marketing
techniques.

3. The implementation of the international expereem running the banking business
and the settlement of international financial teart®ns.

4. The reduction of banking services. Foreign banky become an important source
of long-term financing of capital projects and thalso may provide enterprises with
necessary loans at lower interest.

5. The intensive growth of competition in the marnkiebanking services that results in
the improvement of the efficiency in the bankingteyn, extension of the range of high-
quality banking services and increase in the goatibn level of bank employees.

Unfortunately, regardless of the positive impactfafeign capital on the domestic
banking system, there also exists a negative armaely:

1. The increased dependence of the economy, imgutie labor market and budget,
on the effective work of investors.

2. Additional risks for the banking system: thérid bankruptcy of the parent bank as
well as the possibility of social, economic andifpal risks.

3. The country’s political dependence on foreigmeey hypothetically be increased.

4. The possible uncontrolled capital outflow frohe tcountry, as shareholders of
banks with foreign capital generally invest in ta@®ctors and countries, where revenues and
security are the highest.

5. The presence of foreign banks may weaken theigro®f the country’s banking
system as it has not been developed yet in a pnopgr Local banks that are unable to
compete with foreign banks go bankrupt, and theddeo financial instability in the country.

Having analyzed all the positive and negative cqueaces of the foreign capital
impact on the banking system of Ukraine, we carclemie that the appearance of banks with
foreign capital in Ukrainian market is rather amlmgs. In order to minimize the possible
negative consequences caused by foreign banksNafienal Bank of Ukraine and the
Verkhovna Rada should:

* improve the regulation and supervision of bank#iotreign capital;

* regulate the activities of foreign branches andudate the economic standards;

* develop a set of documents concerning the commgulation of conditions for

organization, coordination, supervision and ligtima of foreign banks’ branches;

e amend the antitrust laws to prevent the monopolysabin case of the

concentration of a large share of banking servicesket in the foreign banks’

branches;

» establish the standards of foreign capital paritgm in the total capital of the

banking system of Ukraine at the level of 25% idesrto resist the competition from

foreign banks.

Thus, processes of globalization and integratiorehaportant impact on the banking
system of Ukraine because of its openness. Thefestation of these processes is the
expansion of foreign capital in the domestic marBeink capital, both domestic and foreign,
if it operates in Ukraine should provide effectidevelopment of national economy in
accordance with policy directions established by government. It is the state policy that
should consider all the advantages of foreign ehpitpact on the banking system of Ukraine
and avoid the possible risks.



