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Abstract

Research the tools for ensuring resilience of the financial corporations sector is relevant, given the fact that the develop-
ment of the world economy is increasingly subject to the shock influences, to which financial crises are imposed.

The aim of the article is to identify and justify macroeconomic tools according to the directions for ensuring resilience of
the financial corporations sector.

The theoretical-methodological base of the article is scientific works of scientists and reports of international organizations
for directions and tools for ensuring resilience of the financial corporations sector and the economy in general. The general approaches
and research methods have been used at preparing the article: theoretical generalization, analysis, synthesis and system method.

The use of these methods allowed to consider approaches of leading international audit companies to understand the con-
cept “resilience of the financial corporations”. On this basis, there was suggested the author’s definition of the concept “resilience
of the financial corporations sector” and defined it essential characteristics.

It was explained, that the process of ensuring resilience of the financial corporations sector involves the implementation
of macroeconomic tools in accordance with the following areas: the introduction of economic stimulus packages, attractive
lending conditions, tax and investment benefits, promoting innovation, development of compensation mechanisms, interna-
tional financial support.

The important attention in the study was paid to the role of the state in the process of implementing macroeconomic tools
for ensuring resilience of the financial corporations sector. Attention is focused on the fact, that under shock influences the state
should implement macroeconomic tools in line with current problems in the development of the financial corporations sector.
This in turn will ensure its profitability at a level sufficient for normal functioning.
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1. Introduction

In the conditions of international integration, national economies are becoming more open,
this increases their vulnerability to shock influences. In connection with the cyclical development of
the world economy, the negative impact of the current financial and economic crises is expected to in-
crease: crises are becoming global, shock influences are the most ambitious primarily in the financial
corporations sector and then spread to other sectors of the economy. Building a resilient sector of fi-
nancial corporations is one of the key tasks for most countries of the world. The financial corporations
sector provides the economy with cash flows, generates financial resources for investment purposes,
provides financial services for the development of industries, sectors and the consumer market. In
the conditions of the rapid spread of crisis phenomena in the world economic space, there is a need to
investigate the problem of the tools for ensuring resilience of the financial corporations sector.

The problem of ensuring the resilience of the economy and the sector of financial corpora-
tions is actively researched by both scientists and international organizations. The Organization for
Economic Co-operation and Development (OECD) believes, that resilience of economy is ensured
through the effective policy, aimed at mitigating the risks and consequences of crises. Such a policy
should provide for monitoring the vulnerabilities of our own production and mechanisms to combat
the effects of the economic downturn [1].

The European Commission (EC) is researching the areas of resilience of economy. The Euro-
pean Commission allocates key areas for ensuring resilience of economy: maintaining employment
rates; ensuring financial stability; support for regional policy in order to reduce disparities in the
development of depressed regions; financial assistance to countries in difficulty with budget finan-

16

Economics, Econometrics and Finance



Original Research Article:

full paper

Number 1

cing [2]. The European Commission uses such financial tools as the Structural Funds, which aimed at
implementing these areas of resilience of economy. The International Monetary Fund implements the
tools for ensuring resilience of the financial system. Such tools include: loan agreements, technical
assistance, overseeing the monetary policy of member countries [3].

A. Boiko substantiated the basic tools for ensuring resilience of the national economy in accor-
dance with such directions of public policy: fiscal, investment, social, foreign economic, monetary and
industrial-agrarian [4]. S. Kozlovsky proposed the classification of key tools for ensuring resilience of
the economic system behind such directions of state regulation: fiscal regulation, investment regula-
tion, social regulation, monetary regulation, foreign economic regulation, business regulation, industrial
regulation, energy regulation, indicative regulation [5]. S. Argyroudis has developed risk management
tools, which ensure the adaptation and readiness of the system to counter various hazards [6]. Despite
significant advances in the study of the problem of ensuring the resilience of the economy, questions
about tools for ensuring resilience of the financial corporations sector remains open.

Aim of research. The main aim of the research is to define and justify macroeconomic tools
by directions of ensuring resilience of the financial corporations sector.

2. Materials and Methods

The theoretical and methodological basis of the study is general scientific and special meth-
ods of scientific knowledge, the application of which made it possible to achieve the goal. In partic-
ular, the application of methods of theoretical generalization and analysis allowed to determine the
essence of the concept of “resilience of the financial corporations”. The use of the synthesis method
has made it possible to identify macroeconomic tools in accordance with the areas of ensuring re-
silience of the financial corporations sector. According to the Classification of institutional sectors
of the economy, the financial corporations sector is a collection of corporations, specializing in
financial services or ancillary financial activities [7]. The structure of the financial corporations
sector is presented in Fig. 1.
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Fig. 1. The structure of the financial corporations sector [8]

The financial corporations sector includes: the Central Bank; other deposit and credit
corporations (commercial banks); financial and intermediary organizations (investment corpo-
rations and corporations, engaged in financial leasing); ancillary financial institutions (broker-
age, dealer firms that conduct transactions with securities); insurance organizations and pension
funds. The main income of this sector is income from credit and deposit operations, interest and
insurance premiums.

The need to study the resilience of financial corporations is due to the fact that in the period
of globalization their role is constantly increasing. Financial corporations become the main eco-
nomic agents of the national and world economy. Based on methods of analysis and systematiza-
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tion, there were analyzed key approaches to understanding the meaning of the concept «resilience
of financial corporations» (Table 1).
Table 1
Key approaches to defining the concept “resilience of financial corporations”
No. Audit company The content of the concept “resilience of financial corporations”
is defined as the ability of firms, financial market infrastructures and the system as a whole to prep
1 Ernst & Young . . :
vent, adapt and respond to, and recover and learn from, operational disruption [9]
the ability of firms and the financial system as a whole to absorb and adapt to shocks, rather than
2 KPMG .
contribute to them [10]
Price the ability to protect and sustain the core business services that are key for its clients, both during
WaterhouseCoopers — business as usual and when experiencing operational stress or disruption [11]
4 BDO the ability to prevent, respond to, recover and learn from operational disruptions [12]
5 Deloitte Touche the ability to reduce the risk of major disruptions and to recover effectively and promptly after a
Tohmatsu breach [13]
. the ability to continue to provide business services in the face of adverse operational events by
6 Oliver Wyman L . . .
anticipating, preventing, recovering from, and adapting to such events [14]
7 Milliman the ability of firms to prevent, respond, recover and learn from operational disruptions [15]

Audit companies audit the activities of financial corporations for their resilience. An analysis
of the approaches of international audit firms testifies to the affinity of views on the understanding
of the concept of “resilience of financial corporations”. Based on the systematic method, the essential
characteristics of the resilience of the financial corporations sector were identified, which include:

— balance of financial flows;

— availability of sufficient funds to support its solvency and liquidity;

— profitable activity in conditions of shock influences;

— the ability to respond, prevent, and recover from shock influences.

The application of the method of theoretical generalization allowed us to determine the
essence of the concept “resilience of the financial corporations sector”. Thus, under the resilience
of the financial corporation sector, one should understand the ability of financial corporations to
prevent, respond and recover from shock influences, ensuring profitability at a level, sufficient to
function properly in a competitive environment.

The key role that public authorities perform in the aftermath of shock influences on the finan-
cial corporation sector, — it is a stabilization of the situation through certain measures and tools.The
second dimension of public policy is to foster economic recovery by helping financial corporations
adapt to new circumstances.The ability to mobilize finances and resources at the national level is a
key direction for the rapid recovery of the financial corporations sector after shock influences.

The analysis of the activities of such international organizations as the EC, IMF, OECD has
identified the key areas of resilience of the financial corporations sector:

— economic stimulus packages;

— attractive credit conditions;

— tax and investment benefits;

— promoting innovation;

— compensation mechanisms;

— international financial support.

The need to develop the areas of resilience of the financial corporations sector should be
considered in the context of the implementation of macroeconomic tools. The application of an ef-
fective set of tools will allow the least loss-making sector of the financial corporations to overcome
the effects of shock influences.

4. Results
The financial corporations sector performs the functions of servicing the circulation of
goods and services; ensures cash payments between economic entities; satisfies the borrowing
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needs of manufacturers and consumers; provides liquidity to real assets. Ensuring the resilience of
financial corporations is one of the important tasks, given that the economic situation in the finan-
cial markets is increasingly characterized by instability.

Having identified the areas of resilience of the financial corporations sector, in the context
of these areas will be appropriate to propose a system of macroeconomic tools. Macroeconomic
tools are a set of tools and methods, used by public authorities in the process of implementing the
directions of ensuring the resilience of the economy. Macroeconomic tools for ensuring resilience
of the financial corporations sector are shown in Table 2.

Table 2
Macroeconomic tools for ensuring resilience of the financial corporations sector
No. Areas of ensuring resilience Macroeconomic tools
L Redemption by the state of bad loans from banks in exchange for their shareholdings.
1 Economic stimulus packages . )
Full deposit protection.
2 Attractive credit conditions State liquidity support: overnight credit, refinancing loans, direct repo operations.
. . Investment transaction tax benefits.
3 Tax and investment benefits ) .
Short-term income tax benefits.
4 Promoting innovation Budget financing of financial innovations.
5 Compensation mechanisms Recapitalization of financial institutions.
) . . IMF Technical assistance.
6 International financial support

Donor international assistance.

In 2008, the global financial and economic crisis led to an irreversible financial loss
for businesses and citizens, which amounted to about one trillion dollars. The bankruptcy of
the American bank Lehman Brothers has had a devastating impact on the development of the
financial corporations sector and the global economy as a whole. This episode made the public
aware of potential weaknesses of the mechanism for ensuring the resilience of the financial cor-
porations.

The main measures of state support in the period of shock influences on the financial cor-
porations sector should be aimed at preserving the funds of citizens and business, as well as to help
banks stay “afloat”. A key tool to keep safe funds of citizens and businesses is the introduction of a
regime of full guarantee of deposits of individuals and legal entities. Deposit guarantee is a system
of legal rules and mechanisms, aimed at generating and mobilizing savings to protect the banking
system from financial crises, and protect small investors from risks that they are unable to evalu-
ate and take into account in their investment decisions. A full guarantee of government deposits
means that in the event of a banking crisis or bankruptcy of financial institutions, the government
will pay its depositors the full amount of the deposit. Providing a 100 % guarantee for the return of
deposits will increase the confidence of individuals and businesses in banking institutions, which
will encourage the attraction of new depositors.

In order to ensure the stable operation of banks in terms of shock influences, the government
can use the tool of state repurchase of “bad” loans of enterprises in exchange for their stakes. Bad
loans mean loans, issued to individuals and legal entities and payments for which they are delayed
or repayable. Bad can be considered loans, even if the collateral under which they were issued was
significantly depreciated.The criterion for assigning loans to this category is determined by each
bank, based on its own financial situation. However, when banks are crowded with non-performing
loans, they cannot and do not want to issue new loans.

The system of redemption of bad loans would create adequate incentives for banks, enter-
prises and the state. Banks with government guarantees would be more willing to lend to enter-
prises of the real sector. Businesses would be more responsible for doing business and repaying
loans, as they will take the risk of losing control of the business or part of its income.The state
would be able to replenish its own state property fund with profitable assets. The faster the
government will help banks reduce the level of bad loans, the faster economic growth will recover.
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In the context of the direction of providing attractive lending conditions, let us consider the
tool of state support for the liquidity of financial institutions. The liquidity of a financial institution
depends on a sufficient amount of liquid resources, that is, the ability to quickly and with minimal
losses translate assets into cash. In order to regulate the current liquidity of banks, the following
liquidity support tools are provided:

— overnight loan is an interbank loan, which is provided on the shortest possible time — until
the next business day. The purpose of such loans is to smooth temporary fluctuations in banks’
liquidity and to promptly regulate the monetary market [16];

—refinancing loan — provided by the central bank to support the liquidity of banking in-
stitutions in case of unexpected and temporary shortages due to unplanned outflow of resources
(withdrawal of deposits) or non-return on fixed term funds from active transactions (loans, secu-
rities). The bank refinancing mechanism is one of the key elements in ensuring the stability of the
national currency [17];

— direct REPO operation is a financial transaction, which consists of two parts and under
which a single general agreement is concluded between market participants for the sale (purchase)
of securities for a certain period with a commitment to repurchase (purchase) on time or, at the
request of either party, at a pre-determined price. By its economic nature, a REPO transaction is a
credit transaction, in which securities are used as collateral. These transactions are irregular and
aim at balancing unexpected liquidity fluctuations [18].

Due to the fact that banking institutions are the foundation of the country’s financial system
and the entire economy can suffer from their bankruptcy, regulation of banking investments is
gaining importance. The introduction of tax benefits on investment transactions is a tool that will
increase the value of the investment portfolio of banking institutions.

It is worth noting, that bank investment is an indirect driver of growth for the entire national
economy. In the financial and economic crisis or economic downturn banking investments must
have a growing dynamic. In the face of economic uncertainty, banking institutions reduce their
lending volumes, as a result, their profits are reduced. Banks need to increase their investment to
cover profit shortfall. The introduction of tax incentives for investment operations of banking insti-
tutions will ensure an adequate level of their profits and the banking sector as a whole.

In order to ensure the resilience of the financial corporations sector in times of financial insta-
bility, the state should introduce short-term income tax exemptions, namely the possible introduction
of a special rate for a certain type of taxpayers. It is worth considering the option of differentiated
tax rates, depending on the particular activity of a bank. It is also worth considering to lowering
the income tax rate for banks that provide long-term government-targeted loans, for example, road
construction under public-private partnerships. Changes in taxation of banks will allow the state to
control (stimulate) certain directions of the activity of the banking sector and to enhance the interests
of banks in increasing the business activity. The introduction of income tax benefits should be of a
short-term nature, since after a certain time interval, it is necessary to analyze the performance of the
bank, on the basis of which the decision to prolong or terminate the privilege is made.

In order to ensure the resilience of the financial corporations sector, it is also necessary to
create conditions for the introduction and development of financial innovations, as they are one
of the key elements of the development of the financial corporations sector. Financial innovation
is understood implemented in the form of a new financial product or operations, the end result
of innovative activities in the financial sector. Financial innovation is also seen as a catalyst for
the economy, which is a new financial product or process that has different functions in terms of
generating additional liquidity [19], ensuring market transparency, availability of information [20].
Financial innovations make it possible to improve the work of financial institutions, offering cus-
tomers more products and services to maximize profits at the accordingly level of risk.

Budget financing of financial innovations is a tool of state non-repayable financial support.
Innovation financing is the process of securing and using money, that focus on the design, creation,
implementation of new products, technologies and services. Government support for innovation at
the expense of budget funds is widely used in the world. For example, in the US and France, direct
government funding accounts for 50 % of the cost of creating new products and technologies [21].
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Budget financing volumes, sufficient to create financial innovation, can provide the competitive-
ness of products and services, provided by the financial corporations sector.

In times of crisis, recapitalization is one of the key tools to support the activities of financial
institutions. In the face of shock influences, when risks in the financial corporations sector increase,
the quality of the loan portfolio deteriorates and the number of outstanding loans is increases, banking
institutions can cover the risks at the expense of equity. In order for the bank not to go bankrupt, its
level of equity must be maintained no lower than the value, determined by the requirements for ade-
quacy of equity. In order to increase the level of equity capital, the bank recapitalizes.

Recapitalization is a process of raising the level of own funds of banking institutions. Re-
capitalization involves changing the capital structure of a bank or financial institution by convert-
ing securities, for example:

—bond swaps;

— transfer, based on appropriate procedures of all or part of the shares of the bank or finan-
cial institution to other owners;

— government buyout of banks by exchanging their assets for domestic government bonds,
followed by monetization their by the central bank.

Next, consider tools such as IMF technical assistance and donor international assistance in
the area of international financial support. Technical assistance is provided by the IMF on the basis
of member states’ requests and is intended to facilitate the development of particular sectors of the
economy through training, consultancy, seminars and conferences. For example, for training in the
framework of technical assistance, the IMF Institute was established in Washington to organize
courses and seminars on civil servant training.

Technical assistance to the financial corporations sector is aimed at providing guidance on
financial policy, monetary policy, central bank activity and external debt management. The technical
assistance, provided to countries, helps ensure that the IMF’s recommendations for financial stability
are effective, allows central governments to stay up-to-date on innovations and risks in the global
economy, it also helps in solving problems, which are related to the emergence of crises.

Donor international assistance is free of charge and is provided to promote the socio-eco-
nomic development of developing countries. Donors can be both international financial institutions
and individual countries. The following major groups of international donors can be identified by
a source of capital: intergovernmental organizations, government donors, public donors, private
donors, corporate donors. Donor international assistance involves the provision resources on a roy-
alty-free and non-refundable basis, to support the country in accordance with international treaties.

The state is responsible for implementing macroeconomic tools that must meet the current
needs of the financial corporations sector and contribute to the development of the economy as a
whole. In the face of financial instability, macroeconomic tools will enhance the performance and
economic growth of the financial corporation sector.

5. Conclusion

1. Macroeconomic tools are a system of means, aimed at implementing the areas of resili-
ence of the financial corporations sector. In the face of shock influences, the implementation of
macroeconomic tools will contribute to the stable development and economic growth of the finan-
cial corporations sector.

2. The system of macroeconomic tools for ensuring resilience of the financial corporations
sector is aimed at achieving three key objectives: increase in profit volume, increase of solvency
and increase of efficiency of activity of financial corporations.

3. The effectiveness of macroeconomic tools for ensuring resilience of the financial corpo-
rations sector depends on the management mechanism that implements them.The structure of the
governance mechanism should be characterized by such components as event planning, financing
and incentives.The completeness of these components in the legislation will facilitate the effective
implementation of macroeconomic tools in the context of shock influences.

4.1t should be borne in mind, that each of the macroeconomic tools attracts in the joint
movement a mass of additional components and factors that have an additional impact on the de-
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velopment of the financial corporations sector. Public authorities should focus more on exploring
possible scenarios for the economic development of the financial corporations sector, with a view
to planning measures to implement macroeconomic tools.
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