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STRESS-TESTING OF COMPLEX RISKS
IN THE BANKING SYSTEM, AS AN INSTRUMENT
OF STATE ANTI-CRISIS MANAGEMENT

Abstract. In the article the basic methods of crisis management of financial ac-
tivity of banks are investigated. The constituent elements for the development of
the program of financial rehabilitation of Ukrainian banks under the state anti-crisis
management have been identified. The typology of stress-testing according to the
functional orientation (sphere of use) is described. The types of stress-testing of risks
in the banking system, as an instrument of state crisis management, are described.
The basic methods of stress testing in the banking system as a tool of state crisis man-
agement are offered. The emphasis is on the factors in which stress testing is effective.

Determined that the criteria for a successful exit from the crisis of the bank-
ing institutions, in addition to these results can be considered the use of certain
methods of crisis management financing activities Bank: stop outflow of customers;
creation of sufficient reserve of liquid assets; Achieving an optimal balance between
assets and liabilities by maturity; reaching an agreement on restructuring with all
or an absolute majority of creditors; absence of arrears of the bank before contrac-
tors; positive tendencies in returning debts by borrowers, increase of share of stan-
dard loans; stable tendency to reduce losses and subsequently — increase of the
level of profitability of work; raising capitalization with a sufficient buffer of capital
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in the event of stress events and a steady excess of regulatory capital over statutory;
stabilization of the management at the level of government and key units; closure of
unprofitable or unpredictable and long-term business development projects of the
bank; completion of the restructuring of the bank's affiliate network.

Keywords: crisis management, stress testing, bank risks, financial crisis, pub-
lic administration, banking system, state.

CTPEC-TECTYBAHHSI KOMILJIAEHC-PU3UKIB ¥ BAHKIBCBKII
CUCTEMI K IHCTPYMEHT JAEP;KABHOI'O AHTUKPU30BOTO
YIIPABJITHHA

Awnorarris. /locmikeHo OCHOBHI METOIM aHTMKPU30BOTO YIIPaBJIiHHS (DiHAHCO-
BOIO JIisiIbHICTIO GaHKiB. BuiseHo ckianosi eeMenTH 1151 po3po0bJIeHHST TIporpa-
Mt (hiHAHCOBOTO 03/I0POBJIEHHSI GAHKIB YKPATHU ITPH IePsKaBHOMY aHTUKPH30BOMY
yrpasJinHi. Onrcano TUIOJOrI0 CTpec-TecTyBaHHs 3a (PYHKI[IOHATBHOIO CIIPS-
MoBaHicTIO (cepoio BuKoprctants ). CxapakTepru30BaHO TUIIM CTPeC-TeCTyBaHHS
pU3HKIB y GaHKIBCHKiil CHCTEMi SIK {HCTPYMEHTY JEepPsKaBHOTO aHTHKPU30BOTO
yIIpaBJIiHHsL. 3alpPOIIOHOBAHO 0Aa30Bi METOM MPOBEIEHHS CTPEC-TECTYBAHHS B
GaHKIBCHKIil cHCTEMi SIK IHCTPYMEHTY JEPsKaBHOTO aHTUKPU30BOTO YIIPABJIiHHSL.
AKIIeHTOBaHO yBary Ha (haKTopax, 3a SIKUX CTPec-TeCTyBaHHS € e(DeKTUBHUM.

BusnaueHo, 110 KpUTepisiMu YCIIIMIHOTO BUXOy OaHKIBCbKOI yCTAaHOBU 3 KPH-
3, KPIM BUKOHAHHS, MOKHA BBA)KAaTU TaKi pPe3yJbTaTH BUKOPHUCTAHHS HEBHUX
METO/IiB aHTHKPU30BOTO yIIpaBIiHHs (hiHAHCOBOTO AisLIbHICTIO OGAHKY: IPUITHHEH-
HS BIITOKY KOIIITiB KJI€HTIB; CTBOPEHHA I0CTaTHBOTO 3aIacy JiKBiHUX KOIIITiB;
JIOCATHEHHSI ONTUMAJILHOTO GATTaHCy MizK aKTUBaMHU i 3000B’SI3aHHSIME 32 CTPOKa-
M; JIOCSITHEHHSI IOMOBJIEHOCTI TIPO PECTPYKTYPHU3AIIIIO 3 ycimMa a6o abCOMOTHOIO
OIJIBIICTIO KPEAMTOPIB; BIZICYTHICTH TPOCTPOUYEHOI 3a60ProBaHOCTI GaHKY Iepes
KOHTpareHTaMu; MO3UTHUBHI TEHJEHIIl y MOBEpHEHHI GOPriB MO3NYAIbHIKAM,
301/IbINIEHHsT YaCTKU CTAaHIAPTHUX KPEAUTIB; CTIKa TEHAEHIlisT 10 CKOPOYEHHS
30MTKIB 1 3rofIoM — 3pOCTaHHS PiBHSI TPUOYTKOBOCTI POOOTH; I IBUIIIEHHS Kalli-
Tastizaiii 3 JocTatHiM O6ydepoM KartiTasy Ha BUIIaJ0K CTPECOBUX MO/ i CTIHKOTO
HepeBHINEHHsT PEryJISTUBHOTO KalliTaly Haj CTaTyTHUM; cTabiji3alist KepiBHOTO
CKJIaJly Ha PiBHI MPaBJIiHHS Ta KJIOYOBUX MiAPO3/Ii/IiB; 3aKPUTTSI HepeHTabe b-
HIX 200 HEIePCIeKTUBHUX 1 JOBFOCTPOKOBHUX IIPOEKTIB PO3BUTKY Oi3Hecy GaHKY;
3aBepIEHHsI PECTPYKTYpu3allii (hisiitHol Mepeski baHKy.

Kiio4oBi ciioBa: aHTHKPU30BE YIIPABJIIHHS, CTPEC-TEeCTYBaHHsI, GAaHKIBChKi pu-
3uKH, (hiHaHCOBA KPU3a, [IepsKaBHE YIIPABIiHHs, OaHKIBCbKa CHCTEMA, JIE€PKaBa.

CTPECC-TECTUPOBAHUE KOMIIVIAEHC-PUCKOB
B BAHKOBCKOI CUCTEME KAK MHCTPYMEHT
roCYJZAPCTBEHHOI'O AHTUKPU3NUCHOI'O YIIPABJIEHUA

Annotanus. VccnenyioTesi OCHOBHBIE METO/[bl aHTUKPU3UCHOTO YITPABIEHUS
(bUHAHCOBOM JIETEIBHOCTHIO GAHKOB. BbI/IeJIeHbI COCTABIISIONINE SJIEMEHTBI JIJIs]
pa3paboTKH MporpaMMbl ((MHAHCOBOTO 03/[0POBJIEHISI OAaHKOB YKPauHbI IPH TO-
CyJapCTBEHHOM aHTUKPU3UCHOM yIipaByieHnu. Omnncana TUIIOJIOTUS CTpecc-Tec-
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TUPOBAaHUSA 10 (YHKIIMOHAIBHOU HampaBiieHHOCTH (chepoil MCIoIb30BaAHNS ).
OxapaKkTepr30BaHbl TUIIBI CTPECC-TECTUPOBAHUS PUCKOB B GAHKOBCKON CHCTEME
KaK MHCTPYMEHT TOCYZIapCTBEHHOTO aHTUKPU3UCHOTO yrpaByenus. [Ipemtoxe-
HBI OCHOBHBIE METO/IbI TPOBEJICHISI CTPECC-TECTUPOBAHNUST B OAHKOBCKOM CHCTEME
KaK MHCTPYMEHT TOCY/IapCTBEHHOTO aHTUKPU3UCHOTO YIIpaBJeHus. AKIIEHTUPO-
BaHO BHUMaHUe Ha (paKTopax, IPu KOTOPBIX CTPECC-TECTUPOBAHUE SIBJISIETCS Ah-
(beKTUBHBIM.

OmnpejiesieHo, 4TO KPUTEPUSIME YCIENTHOTO BhIX0/Ia GAHKOBCKOTO YUPEKICHUST
U3 KPU3KCa, KPOME BBITIOJTHEHMST, MOKHO CUMUTATh TaKWe Pe3YJIbTaThl MCIIOJTh-
30BaHMS OIpPE/IEJIEHHBIX METO/I0OB aHTUKPU3UCHOTO YIpaBjeHus (HUHAHCOBOI
JESATEIbHOCThIO OaHKa: MpeKpallieHne OTTOKA CPEJICTB KJIMEHTOB; CO3/aHKe JI0-
CTATOYHOTO 3araca JUKBUAHBIX CPEICTB; JOCTHKEHIME ONTHMAJIbHOTO OaaHca
MEKLy aKTUBaMH M 00sI3aTeIbCTBAMU 110 CPOKaM; JIOCTUKEHUE IOTOBOPEHHOCTH
0 PECTPYKTYPHU3AIMK CO BCEMHU WM abCOMOTHBIM OOJIBIIMHCTBOM KPEIUTOPOB;
OTCYTCTBHUE IPOCPOYEHHON 3a/I0JIKEHHOCTH OaHKa repeji KOHTpareHTaMu; 1MoJIo-
JKUTEThHBIE TEH/IEHITUY B BO3BPAIIIEHUH JI0JITOB 3aeMIIUKAMU, YBEJTMUEHUE TOJIH
CTaHAPTHBIX KPEUTOB; yCTONUNBAs TEHIEHIIVS K COKPAIIEHUIO YOBITKOB ¥ BITOC-
JIEJICTBUU — POCT YPOBHSI TPUOBLILHOCTH PAOOTHI; MOBBINIEHUE KATUTAT3AINN C
JI0CTAaTOYHBIM OyhepoM KaruTaia Ha Crydail CTPeCCOBBIX COOBITHIT U yCTONYNBO-
TO TIPEBBIEHUST PETYJISTUBHOTO KallMTaa Hajl YCTaBHBIM; CTAOWJIM3aINsT PYyKO-
BOJISIIETO COCTaBa HA YPOBHE MTPABJIEHUS U KJIIOUYEBbBIX TTOIPa3/IeJIeHIIT; 3aKPBbITHE
HepeHTa0E/IbHBIX WJIM HETIEPCIEKTUBHBIX M JIOJTOCPOYHBIX MPOEKTOB Pa3BUTHS
6usHeca baHKa; 3aBepIIeHUE PECTPYKTY P3Ny (DUIHAIbHOM ceTr GaHKa.

KioueBbie ci1oBa: aHTHKPU3MCHOE yIIpaBJIeHne, CTPecc-TecTUpoBanue, OaH-
KOBCKHE PUCKH, (DMHAHCOBBI KPU3UC, TOCYAAPCTBEHHOE yIpaBJieHue, OaHKOB-
CKasl CCTeMa, TOCY/IapCTBO.

Problem statement. The current
economic and financial crisis that has
exploded lately is plundering companies,
banks, insurance companies, enterprises
that are closing down and dismissing
workers, depriving the general public of
work and livelihoods. The economic cri-
sis began with problems in the banking
sector at the same time in Ukraine.

Thus, anti-crisis management should
be prepared even when the bank is in
normal condition, in order to quickly
‘incorporate’ the emergency mechanism
of salvation, and not to carry out experi-
ments with transformations. Current
research of the crisis management sys-
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tem based on stress testing is relevant,
since the management presents a set of
management decisions and their imple-
mentation in order to restore the nor-
mal state, eliminate the internal causes
of the crisis and ensure the bank’s readi-
ness for new tests.

Analysis of recent researches and
publications. Foreign researchers, such
as K. Borio, M. Drechmann, T. Oiama,
R. Rebonato and K. Tsatsaronis were
thoroughly engaged in questions of
constructing models, selecting risk fac-
tors, developing scenarios, and quan-
titatively measuring  stress-testing.
Foreign scientists such as K. Borio,




M. Drechmann, T. Oiama, R. Rebonato
and K. Tsatsaronis were thoroughly
engaged in this issue P. Ye. Zhytnyji,
I. B. Ivasiv, T. D. Kosova, R. S. Lysenko,
A. V. Maksimova, V. I. Mishchenko,
S. V. Naumenkova, S. M. Shapovalova
and others. Due to the emergence of
new stress testing functions after the
global financial crisis, a small amount of
research is devoted to the study of the
role of this tool to ensure the financial
stability of banking systems in modern
conditions. Therefore, this issue re-
quires a more detailed study.
Formulating the goals of the ar-
ticle. The purpose of the study is to
assess the stress-testing of compliance
risks in the banking system as an in-
strument of state crisis management.
Presentation of the main material.
An important condition for economic de-
velopment is the stability and reliability
of the banking sector. Under the current
conditions that are the result of the de-

ployment of the financial and economic
crisis in our country, the issue of ineffec-
tive crisis management, and sometimes,
in general, its absence was acute.
Antichrists management can be
considered as a multifunctional and
multifaceted system, which includes a
large number of various elements that
are in a certain relationship, are inter-
connected and form a single whole [1].
In addition, there is an objective
need to develop appropriate crisis ma-
nagement measures aimed at improv-
ing the financial performance of banks
and stabilizing their functioning in
general, given the deterioration in the
financial situation and the loss-making
performance of many banking institu-
tions, the low level of capitalization
and liquidity, and a significant deterio-
ration in the quality of their assets. It is
advisable to consider in more detail the
methods of crisis management of the fi-
nancial activity of the bank (Table 1).

Table 1

Methods of crisis management of financial activities of banks

Basic methods
of crisis management

Characteristics of existing methods of crisis manage-

ment

1 Regulatory and legal

Development of internal legal documents on crisis man-
agement of financial activities of the bank

and managerial

2 Informational and Preliminary diagnostics and forecasting of crisis processes;
analytical conducting of stress-testing; development of programs for
financial rehabilitation, plans for crisis management of li-
quidity; assessment of the quality of assets and liabilities
3 Organizational Development and implementation of risk management sys-

tems; restructuring procedures; outsourcing; benchmark-
ing; reduction of staff; forming a positive image of the bank;
closing of non-profit affiliates; refusal from unpredictable
business directions

4 Financial

Diversification of resource base and assets; establishment
of internal financial standards and limits; attraction of long-
term resources in the form of capital instruments and sub-
ordinated debt; restructuring of financial debt; asset sale;
introducing new methods for managing profits

Source: compiled by the author
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Thus, the functioning of banking in-
stitutions is connected with the neces-
sity of constant avoidance of negative
consequences of risks, which are caused
by their current activity and intercon-
nection with the external environment.
Therefore, the National Bank of Ukraine
should not only identify the risks, but
also identify possible alternatives to the
management of the bank to overcome
the consequences of adverse events. Ef-
fective tool for solving this problem is
stress testing, which provides an op-
portunity to quantify the risks, and as
a result, focus the attention of the man-
agement of the bank on the most cost-ef-
fective aspects of the banking institution
in the context of its financial security.

In addition, stress testing allows
you to assess how specific a bank or
banking system is generally resistant
to ‘exceptional but probable shocks’.
It is intended to provide an overview
of available adverse scenarios related
to different risks and the amount of
capital required absorbing losses in the
event of a shock scenario [2].

If banks are in a phase of a crisis
that threatens their further existence
and requires an immediate financial
recovery, which is to restore the bank’s
solvency and bring the financial perfor-
mance of its activities in line with the

activity of the bank

requirements in force. To do this, you
need to develop a program of financial
rehabilitation (Fig. 1).

Stress testing is a general term that
combines a group of methods to assess
the impact on the financial situation of
the organization of adverse events, de-
fined as ‘exceptional, but possible’ (in
the English version, ‘exceptional but
plausible”) [3].

In fact, this is a sensitivity testing
or scenario test to assess the insurer’s
readiness for possible crisis situations.

Stress testing is widely used to as-
sess liquidity risk, currency risk, and
interest rate risk.

According to Ukrainian legislation,
stress testing is a method of quantifica-
tion of risk, which is to determine the
magnitude of the uncoordinated posi-
tion that puts the bank at risk and in
determining the shock value of the ex-
ternal factor change [4].

The most vulnerable areas of in-
dividual areas of activity of banks are
determined with the help of stress test-
ing. In this case, the obvious feasibility
of a comprehensive approach to stress
tests should contribute to the forma-
tion of a unified approach to manag-
ing various risks, as in a crisis situa-
tion, simultaneously implemented and
mutually reinforcing heterogeneous

v + Analysis of the factors that led to deterioration of the financial position and loss-making

calendar timetable for the implementation of measures

v o A list of specific measuras to caleulate the econonic effect of their implementation and the

+ Forecast activity indicators of the bank for the period of completion of financial stabilization

IMEASIrEs

v + The budget is spent quarterly on the bank as a whole and with distribution by branches

Fig. 1. The main components for the development of the program of financial
rehabilitation of Ukrainian banks under state anti-crisis management

Source: compiled by the author
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risks: fluctuations in exchange rates
and quotes coincide with the crisis of
the interbank market, delays payments
on corporate loans and mass remo-
val of client resources, which creates
an extreme load on the banking system.

We consider it appropriate to divide
the various goals of this technique to
determine the role of stress testing in
today’s financial space. Variety of ap-
proaches to stress testing is reflected

in the typology proposed by the IMF
(Table 2) [5].

The Bank’s ability to overcome
temporary and longer-term difficulties
in financing some or all of its activities
with a reasonable level of expenditure
may depend on the adequacy of its of-
ficial anti-crisis plans. The anti-crisis
plan to overcome liquidity problems
should consist of several components
that involve managerial coordination.

Table 2

Typology of stress-testing according to the functional

orientation (sphere of use)

Macro- . . Internal Risk
. . Micro-pruden- | Anti-crisis man-
Characteristics prudential . Management
tial approach agement
approach System
The purpose Identify sources Evaluate the Provide the Manage
of stress of systemic risk sustainability basis for the risks of
testing and sensitive of a separate recapitalization, an existing
system institution for restructuring, portfolio
vulnerabilities regulatory etc.
purposes
Organizer Central banks, Regulatory Micro-and Financial
macro-prenatal body (micro- macro- institutions
bodies, the IMF prudential) prudential)
The observed Systemic Specific for an Current system Specific or
shocks shocks, institution taking risk with systemic risk
or events, into account particular (depending on
probable for macroeconomic attention to the institution)
a specific sector forecasts insolvency risks
and group
of institutions
Object Financial sector, Individual Financial A separate
of study banking system, financial institutions financial
and systemi- institutions that are in a con- institution
cally important dition crisis
institutions
Examples Supervisory Basel Approach Supervisory VaR (Value
Sector Stress Test, Capital Assess- | at Risk) Model
Assessment Comprehensive | ment Program by | of J. P. Morgan
Program Capital Analysis | supervision bod-
(FSAP), Global and Review in ies of the United
Financial the US (CCAR), | States (SCAP),
Stability Report | EU Stress Test EU Stress Tests
(GFSR) (CEBS/EBA) (CEBS/EBA)

Source: compiled by the author on the basis [6]
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The anti-crisis plan must describe
the procedures for ensuring the timeli-
ness and continuity of cash reserves or
other highly liquid assets, which will al-
low managing a temporary, unexpected
cash outflow. Other components of the
anti-crisis plan should be to maintain
client relationships with bondholders,
borrowers, as well as trading and off-
balance counterparties [7].

In general, it is advisable to identify
four types of stress tests, taking into ac-
count their ultimate goal (Table 3).

Each bank can develop its own
stress-testing procedure and intro-
duce its models for analysing the im-
pact of various risk factors on the fi-
nancial result, taking into account the
individuality of the risk portfolio and
the specifics of its activities. World-
wide practice involves conducting
stress testing quarterly. Given that

in today’s conditions there is a rapid
spread of crisis events and accelerated
development of extreme situations;
it is expedient for banks to carry out
operational stress testing. Therefore,
the introduction of stress testing tech-
niques for each bank should be an ob-
jective necessity, and not a mandatory
norm of the National Bank of Ukraine
(NBU) [9].

In addition, paying attention to the
European experience, you can distin-
guish four basic methods of stress test-
ing (Table 4).

It is advisable to emphasize that the
most common methods of stress testing
in Ukraine are scenario analysis and
sensitivity analysis. Stress testing sce-
nario is a model of the possible deve-
lopment of events under the influence
of various risk factors. Stress testing
scenario should cover all prerequisites

Table 3

Types of stress-testing of risks in the banking system, as an instrument
of state anti-crisis management

Ne Types

Description of components

1 | Stress testing
as an internal risk
management tool

Financial institutions use stress testing to assess and manage
their own investment risks. One of the first was J.P. Morgan,
who introduced Value-at-Risk (VaR) model in the mid-1990s
to assess market risk

2 | Micro-prudential
analysis

In the framework of the standardized approach, Basel Il re-
quires banks to conduct stress tests for market risk and, in
some cases, credit risk, in order to determine the minimum
capital for their coverage

3 | Macro-prudential
analysis

In the last two decades, many countries have begun to use
stress tests to analyse overall systemic risks. This analysis en-
ables continuous monitoring of the state of the financial sys-
tem, its internal interactions, interaction with the real sector,
the budget sphere, as well as with the tendencies of devel-
opment of world financial and commodity markets in order to
ensure its stable functioning

4 | Stress testing during
anti-crisis
management

The use of stress tests has become particularly necessary in
order to assess the extent to which key financial institutions in
countries need recapitalization and state aid after the Global
Financial Crisis of 2008-2009

Source: compiled by the author on the basis [8]
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Table 4

Basic methods of stress testing in the banking system, as an instrument of state

anti-crisis management

Basic methods
of stress testing

Brief description of the existing methods of conducting
stress-testing

The method
of elasticity

The method is intended for the analysis of sensitivity, which as-
sesses the risk as a result of the standard change in market in-
dicators, when it is impossible to give a probabilistic quantified
estimate that would allow to statistically determine the required
amount of capital, and reserves, etc.

Method
of estimating
losses

Itis related to the analysis of the most probable events, or deter-
mination of losses due to the implementation of economic risks.
In this case, the risk assessment is called the expected risk,
which may seem paradoxical at the level of an individual event.
However, the expected risk is the mostimportant statistical char-
acteristic of the position, and therefore it is the basis for making
many managerial decisions

The method
of scenario analysis

It is based on analysing moderately-adverse events, which al-
lows us to determine the maximum amount of damage that an
investor can incur for a certain period of time at a given probabil-
ity and shows a change in the value of the investment portfolio

Index method or
‘risk indexes’

The dynamics of the indexes established on the results of the
stress test depends on the aggregate impact of the main risks,

which today are considered significant and affect the stability

Source: compiled by the author

that may seriously affect the financial
stability of the bank [10].

If historical scenarios cannot take
into account certain risk factors, then
it is advisable to use hypothetical sce-
narios. The advantages of this type of
scenario are the possibility of a more
flexible formulation of possible crises.
These scenarios can be used to identify
events for which the portfolio of bank-
ing assets is most vulnerable. It is im-
perative that these scenarios are prob-
able and plausible and reflect the real
facts of historical events. The choice
of scenarios depends on many factors
and should take into account the rela-
tionship between the historical event
and the specific banking portfolio.
Therefore, it is necessary to take into
account a number of factors in which

stress-testing scenarios should have a
positive result (Figure 2) [11].
Although this method lacks histori-
cal and economic content, which may,
at the same time, limit its usefulness to
strategic decisions, sensitivity testing
is an extremely important method of
conducting operational stress testing,
the results of which cannot be overes-
timated in the preparation of certain
measures to reduce the level risk. An
example of stress-testing of sensitivity
may be the negative changes in inte-
rest rates on loans and/or deposits for
a certain number of base points or a de-
crease in the level of profitability [12].
Thus, the high probability of oc-
currence of crisis phenomena in the
financial activities of the banks neces-
sitates the introduction of specialized
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* Predict significant changes in factors only

+ Take into account most of the underlying nisk factors while calculating performance indicators

+ Allow to receive plansible, predictable events with a given probability of ocourrence

Fig. 2. Factors in which stress testing is effective

Source: compiled by the author

anti-crisis management measures (re-
gulatory, informational, analytical,
organizational, managerial and finan-
cial), aimed at protecting and neutral-
izing these phenomena. These measures
should be of a comprehensive nature
and contribute to the stability and
credibility of the bank. This will enable
the creation of a flexible management
system that will respond in a timely
manner to the negative changes in the
internal and external environment, as
well as contribute to the restoration of
positive trends in the development of
the institution of the bank.

Among the criteria for successful
exit from the banking institution from
the crisis, in addition to the following,
the following results can be considered
as the use of certain methods of crisis
management of the financial activity of
the bank: the termination of outflow of
clients’ funds; creation of sufficient re-
serve of liquid assets; achieving an opti-
mal balance between assets and liabili-
ties by maturity; reaching an agreement
on restructuring with all or an absolute
majority of creditors; absence of arrears
of the bank before contractors; positive
tendencies in returning debts by borrow-
ers, increase of share of standard loans;
stable tendency to reduce losses and sub-
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sequently as increase of the level of prof-
itability of work; raising capitalization
with a sufficient buffer of capital in the
event of stress events and a steady excess
of regulatory capital over statutory; sta-
bilization of the management at the level
of government and key units; closure of
unprofitable or unpredictable and long-
term business development projects of
the bank; and completion of the restruc-
turing of the bank's affiliate network.
Conclusions. Therefore, it is neces-
sary to study and introduce more in
detail into the day-to-day practice of
monitoring the activities of banks in
Ukraine. After all, the Ukrainian bank-
ing system needs to seize global experi-
ence in conducting stress testing as an
effective public instrument for prevent-
ing systemic crises inherent in banking
activities in the context of increas-
ing the volatility of financial markets.
This, in turn, will increase the efficien-
cy of the assessment and management
of financial stability of individual
banks, as well as increase the level of
reliability, and, as a consequence, stabi-
lity of the Ukrainian banking system as
a whole. Besides, the state’s influence
on the banking sector must be carried
out through the establishment of an
acceptable regulatory framework for




banks and the functioning of the finan-
cial services market, as well as monitor-
ing compliance with the requirements
of legislative and other regulatory acts.
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