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Abstract: The stock market is a redistribution mechanism of
investment resources and determination of the success level of
the country in global capital markets. Therefore it is extremely
important to suggest the specific strategic and tactical
measures for further development of Ukrainian stock market
in the current crisis situation. In the article the current
situation and development perspectives of the domestic stock
market and its role in the national economy are investigated.
The relationship between financial markets and investment
process is estimated. The dynamics and structure of the main
financial instruments of Ukrainian stock market are analyzed;
the impact of trading volumes on indicators of economic
development on the country is evaluated. The problems that
accompany the process of the stock market functioning are
revealed, the directions of its development in order to increase
the financial capacity and well-being of the country are
outlined.
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1. Introduction. Statement of the problem

Creating, functioning and stable development of the stock market in Ukraine is a distribution alternative
of scarce financial resources. Developed domestic financial market will greatly facilitate the task of integration
into global financial markets and will create a channel for foreign capital investment in the national economy
through the distribution of securities. The stock market has become an integral part of the national economy of
Ukraine and the economies of the developed countries. Therefore, the establishment of effective and efficient
stock market is an important step in the development of the national economy. In Ukraine, the stock market is
underdeveloped and turnover of securities is becoming one of the main areas of the financial sector, without that
sphere it is impossible the normal functioning of the complex mechanisms of the market economy.
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2. Analysis of recent research and publications

The problems of the stock market functioning and development, especially the formation of its
infrastructure are considered by the following scientists: Baula 0.V. [1], Bezvuh S.V. [2], Dobrynina L.V. [3],
Neskorodyeva LI. [6], Poliakova S.E. [8], Prokhorova Yu.S. [9] and many others.

3. Unsolved aspects of the problem

The establishment and development of the Ukrainian state are occurred in a deep economic crisis
conditions. The development of a market economy constantly requires mobilization, allocation and reallocation
of resources. The establishment of efficient securities market in Ukraine should be considered in the context of
general processes of socio-economic and political reforms which are now being implemented.

4. Task formulation

The aim of article is an analysis of the current situation of the stock market of Ukraine, the key problems
of its functioning and development perspectives are identified.

5. Main material exposition

During the years of the stock market functioning Ukraine managed to achieve some positive results. In
recent years, the domestic stock market was characterized by a growing dynamics. This indicates that domestic
enterprises are interested in the investment mobilization through the securities. In 2012 the Ukrainian stock
market showed the contradictory dynamics of its development. On the one hand, there was the total volume
increase of securities trading and the increase of the types of financial instruments which are used in the stock
market. On the other hand, the emission activity is curtailed. Today the stock market of Ukraine is characterized
by low capitalization and liquidity, an insufficient protection of investors’ rights, the lack of transparency.

Dynamics of Ukraine's economic development in recent years, including the stock market, shows the
fixing of the positive trends. The stock market have been characterized by the main positive changes during this
period that formed a safe basis for further strengthening of the stock market and helped to restore its investment
function. Such positive changes are an increase of trading volume and the investment mobilization.

In recent years, a trend of the trading volume increase on the stock market is continued. Thus, the rate in
2014 was 629.43 billion UAH. That is more than the volume of executed contracts in 2013 by 154.8 billion UAH.
At the same time, the growth rate of the stock market was faster compared to the GDP: volume of the securities
market trading almost double exceeded GDP. It shows the development of the state economy in general and the
development of the stock market in particular; the rapid pace of this development (Figure 1.). In connection with
the above the securities potential as liquid deposit instrument is not sufficiently used. This causes the low
sensitivity of the money supply and the real economy to the interest rates changes.

Score volume of investments in Ukraine's economy through stock market instruments, including through
the shares during 2014 was 145.21 billion UAH. Compared to the same period of 2013 the volume of investments
into the economy of Ukraine through the instruments of the stock market - shares is increased by 80.67 billion
UAH.
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Figure 1. Dynamics of GDP growth rate compared with the stock market rates, %
Source: calculated by the author according to the data [4, 5]
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263 issues of corporate bonds worth 38,30 bln. UAH was registered by National Commission on Securities
and Stock Market during 2014. Compared to the same period of 2013 the volume of registered issues of
corporate bonds is fallen to 4.11 billion UAH (Table 1).

ynamics of the main indicators of Ukrainian stock market, bin. UA
Years GDP Trading volume Shares issue volume Bond issue volume
2010 1079,3 131,29 40,59 9,49
2011 1300 235,84 57,79 35,7
2012 1404,7 264,26 46,88 48,73
2013 1465,2 474,63 64,54 44,76
2014 1566,7 629,43 145,21 38,3

Source: calculated by the author according to the data [4, 5]

The volume of the exchange contracts with securities during 2014 on the trade organizers in the
secondary market made up 96.71% of the total exchange contracts during the given period. The operations with
government bonds of Ukraine are dominated in the structure of trade organizations operations; during 2014
their share was almost 75% of the total turnover of securities in the exchange segment of the stock market.
There is the tendency to increase of the share of these operations in 2014, which could be due to the global
financial crisis and the intensification of government bonds issue of Ukraine.

Despite some progress in the development of the stock market of Ukraine there are still a number of
unresolved problems in the sphere of issue, distribution and servicing of securities. These problems are the
imperfect and unstable legislation, the low technological level of functioning market infrastructure, the lack of
reliable financial instruments, and the lack of the stock market transparency. The domestic stock market today is
not yet able to effectively raise funds of domestic investors.

Table 2. The volume of exchange contracts by the types of securities during 2012-2014, bln. UAH
Years
Types of securities Change, %
2012 2013 2014

Total 264,26 474,63 629,43 238,19
Shares 23,44 45,32 26,6 113,48
Government bonds 179,13 351,33 553,29 308,88
Bonds 26,36 49,41 33,8 128,22
Municipal bonds 6,39 0,9 0,58 9,08
Securities of joint investment institutions 3,99 6,26 4,25 106,52
Derivatives 24,95 21,4 9,61 38,52

Source: calculated by the author according to the data [4, 5]

Overall in 2012-2014 fiscal years, the stock market tends to increase. Thus, the total exchange contracts
volume was 629.43 billion UAH in 2014, which is 2.5 times more than in 2012. The structure of trades in 2014
the shares market accounted for 4.43% of total turnover at the trade organizers, 5.37% for corporate bonds and
87.90% for government bonds (Figure 2).

Securities of Derivatives;
joint Municipal 1,53
investment bonds; 0,09

institutions; Shares; 4,43
0,68
Bonds; 5,37
Government
bonds; 87,90

Figure 2. Structure of exchange contracts with financial instruments at the trade organizers (broken
down by type of financial instrument) during 2014, %
Source: calculated by the author according to the data [5]
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The analysis of the status and dynamics of the stock market indicates that the stock market in Ukraine at
the present stage of development have not been able to withstand all internal and external negative influences.
The urgent problems that exist in the stock market of Ukraine hinder its further development.

Stock market of Ukraine

[

—

Problems of development |

'

| Prospects of develonment

'

- Political instability in the country, which
increases the distrust of investors;

-Lack of a sufficient number of qualified
professionals;

- The lack of the large investment institutions
with long experience that deserve the public
trust;

- Undeveloped material resources, trade
technology, regulatory and  information
infrastructure, registration, depository and
clearing network;

- High technical risks (risk of unsolved securities
calculation, risk of resources transfer, etc.);

- The lack of market traditions of business ethics;
- Disparity of exchange trade to trading global
trends;

- Insufficient capitalization of the stock market;

- Lack of transparency in the Ukrainian stock
market;

- Lack of attractive investment and business
climate in the country;

- A small proportion of the organized securities
market;

- Underdeveloped corporate bond market;

- Underdevelopment of the domestic derivatives
market.

- Priorities determination of national policy in
the stock market and the elaboration of
measures for its development;

- Ensuring a common approach to the regulation
of the banking and non-banking financial
institutions on the stock market;

- Monitoring intensification for the observance
of regulatory requirements by the stock market
participants;

- Investigation of the operational programs of
action for regulation of the stock market in case
of financial crisis;

- Increasing of capitalization and liquidity of the
organized securities market by means of the
usage of stock exchanges in the process of
privatization through a primary public stock
floatation;

- To increase the transparency of stock market
operations and the issuer information about its
financial position and results as requested by the
International Commissions Organization of
Securities and the European Union directives;

- To improve the institutional framework of the
capital markets in order to diversify the resource
base and to attract savings of population;

- The creation of public and private systems to

protect investors from market losses associated
with the bankruptcy of investment institutions in
Ukraine.

Figure 3. Problems and prospects of Ukrainian stock market
Source: adapted by the author according to [1, 2, 3,9, 10]

The stock market should become a powerful mechanism for mobilization, distribution and redistribution
of financial resources, it should promote the accumulation of investments into productive and social areas.

Further its effective development requires first of all the improvement of competitiveness by the
infrastructure developing of the stock market, the activity universalization of financial institutions, transforming
them into stable, competitive and investable institutions that provide a wide range of financial services. The
strategy of state regulation of the stock market in Ukraine is aimed at creating a favorable investment
environment and the investors’ activization.

Tactical government policy on the stock market provides the protection mechanisms of the market
participants’ interests. There are investors, issuers, financial intermediaries. It is necessary to streamline the
issuance and circulation of state and corporate securities. The orderly and competitive securities market can be a
catalyst to stabilize the financial situation in the state.

Thus, there are a number of problems in the present development of the stock market. They cannot be
regulated by the market mechanism and requiring activation of the state regulation (Fig. 3)

It is necessary to create a set of measures that will be used to overcome the existing problems of the
domestic stock market development and to ensure its effective functioning.

The main trends on the international stock markets, which will determine the further development of
Ukrainian stock market, you can identify the following: the globalization of world capital market, the creating of
the global trading, clearing and calculating systems for the maintenance of international capital markets and
capital markets technologization through the increased usage of advanced information and financial
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technologies; universalization of the financial institutions that are able to provide a full range of financial
services, including services in the securities markets.

Liquid, secure and transparent stock market has to ensure the realization of national interests of Ukraine,
to strengthen the economic sovereignty through the promotion of investment in the real economy; to create the
conditions for the improving of the Ukrainian stock market competitiveness with further its civilized integration
into the international capital markets.

6. Conclusions and recommendations for further researches

Based on the above it can be concluded that the strategy of further development of Ukrainian stock
market must be seriously adjusted towards to the organic linkage of the economic growth and reproduction
goals with the considered stock exchange development. The securities of all issuers (state, corporations) must
ensure the inflow of funds into the indispensable points of increase in particular into the business sector.
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