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Abstract. The purpose of the paper is to define and demonstrate the role of deposit policy for banking institutions,
summarize and highlight the problems and its solutions in deposit policy of Ukraine that provides economic downturnand
recovery. Appropriate selection and implementation of the deposit policy objectives, its operational structure and tools
determines the degree of development of financial inclusion, which generate developed financial market, ensures public
confidence to the deposit services, and increases the level of savings that positively affects the banking system financial
stability and economy in the country in whole. It is because of availability and security deposit services, commercial
banks of Ukraine have the opportunity to increase its resource base due to savings of the population. Methodology. The
paper is based on a synthesis of data to explore the bank deposit policy situation. The paper considers the scientific and
theoretical approaches for the developing the deposit policy management. It contains the analysis of the dynamics and
current situation and conditions of the resource potential of banking institutions in Ukraine. Results of the article shows
direct dependency between savings, consumption and deposit policy, therefore every banking institution includes the
mechanism of banking management of the development and implementation of deposit policy. Also, this management
defines the deposit policy directions according to the conditions of bank resources mobilization and its applying in active
operations. The obtained results confirm that the term “deposit policy”is too complex, but it is investigated in interaction
with banking activity. It is explained how deposit policy influences banking system and has impact on economic growth
in general. Practical implications. The research creates methodological approaches to the measurement of effectiveness
of deposit policy. Also, it studies the existing ones. It provides the possibility to define which of the approaches works in
non-stable economic situation and which ones not. The paper has the aim to assess the deposit policy opportunities in
balancing and ensuring financial stability of the banking system of Ukraine in the period of economic growth and during
the financial instability. Value/originality. Despite of the presence of significant scientific results in this field, deposit
policy, today there is no established scientific literature and a comprehensive vision regarding the necessary focus and
exposure mechanisms of deposit policy for the banking system. It determines the need to formalize the conceptual
framework and the necessary conditions for a financial inclusiveness, deepening scientific and methodological basis
of research deposit policy. This article provides the author’s view on the important role of deposit policy for banking
institutions and national economy in general.
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1. Introduction

One of the main functions of the banking system is the
rational allocation of financial resources by the accumulation
of temporarily free funds of population and economic
entities, and its focus on the credit and investment process.
Reducing investments in the development of the domestic
economy leads to enhance the role of accumulation and
use of internal resources for restoring economic stability.
Without sufficient resource base banking institutions are
not able to carry out the current credit needs of businesses
and individuals in the right amount. Also, there is no
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possibility to complete global investment projects. The
sufficient condition for succeeding in these aims is to
involve resources, especially, deposits. Bank institutions
serve an important function by transforming deposits into
real capital to provide additional resources for economic
needs. Therefore, ensuring stable and effective development
of the banking system, including resource optimization
the capacity of the bank and minimizing the consequences
of financial instability should be one of the main areas of
banking activity. The abovementioned shows that ensuring
stability and reliable functioning of banks in our country,



BaLTIC JOURNAL OF ECONOMIC STUDIES

Vol. 1, 2015

scientifically substantiated formation convertible banking
policy plays an important role, the main element of which
is the deposit policy.

Deposit policy is the basis of the banking management. And
its parameters determine the resource base and further bank
activity. This is confirmed by the fact that the bulk of bank
resources are created in the process of conducting deposit
operations, efficiency and accuracy of the organization

impacts on the stability of the banking institution ultimately.

2. Deposit policy: role and functions

Deposit policy is a complex economic phenomenon.
Its essence is seen in a broad and a narrow sense. In broad
terms, the bank’s deposit policy is considered as the
strategy and tactics of the bank in carrying out activities
to attract deposit resources, as well as the organization and
management of deposit process. In narrow sense deposit
policy refers to the strategy and tactics of the bank in order
to ensure its liquidity by deposit process.

Deposit policy is the base of the overall strategy of bank’s
activities to attract resources. Banking strategy and tactics
are closely related, as tactics is the implementation of the
strategy of banking institution. Therefore, the optimal
combination of these two approaches enables banks to fulfill
their main interest in the business world, which is intended to
profitability and growth. But the deposit strategy and tactics
are closely linked, in accordance with the same internal logic,
which it incorporates such fundamental concept for the
banking activity, as a deposit product, deposit, deposit service
and deposit operation, that provides resource base of banking
institution.

Another approach to define the term “deposit policy” is to
consider its levels. Deposit policy functions at state and bank
levels. Deposit policy at the state level is a set of measures and
instruments to regulate the banks’ activities. The state level is
regulated by the central bank, the National bank of Ukraine,
and it provides the rules of the formation of deposits for
commercial and saving banking institutions, also for non-
banking financial organizations. Deposit policy at the bank
levelis a set of instruments that are used by banking institution
to involve more resources to provide its activity.

When the policy of the central bank is strict, the deposit
policy has the character of conservatism as it is strong
regulated. The opposite situation is when the deposit
policy is liberal. But in practical banking activity presents
the combination of the both types of deposit policy.

So, it can be concluded that the deposit bank policy
should be understood as a system of administrative
decisions, a program of action, or the document containing
the activities of the bank in the area of deposit operations.

Functions of deposit policy describe its role for any
banking institution. The main function is the optimization
of resource potential of bank. Also, deposit policy has such
functions as:

« planning;
e programming;
o forecasting;

« motivating;
« commercial;
. control.

Every function of deposit policy has the aim to provide

its principles:

o flexibility of deposit policy;

« documentarily registered deposit operations;

« rational management passive operations;

« high technologies in resource operations;

« active marketing and customer focus;

« rational resource policy;

« adequacy of deposit policy to demand on financial
services (Dziubliuk, O., 2008).

The role of deposit policy is that it defines the priorities
of development and improvement of banking activities,
aimed to mobilize financial resources, improvement of the
resource base formation and increasing competitiveness.

The author offers to pay attention to new principle,
according to the research, that deposit policy has the
principle of availability. This principle is about security of
bank deposit portfolio and target use of funds performing
property rights of depositors. Deposit policy should
provide positive reputation and trust.

To conclude, there is direct dependence between
depositors’ savings, deposit policy functions and
principles, banking activity and its rating.

3. Deposit policy and factors of influence

It is important to make deposit policy safe. It means
deposit policy should create not risky financial services
investments by subjects of the financial services market.

Many factors impacts on deposit policy. They could be
divided into internal and external ones.

The external factors are defined as:

« the size of the discount rate of the central bank;
« banks’ reserve requirements;

« inflation;

« inflation expectations of the population;
« dynamics of population incomes;

« the state of the monetary market;

« the state of the financial market;

« the political situation in the country;

« the economic situation;

o risks;

« demand on banking services;

« level of banking competition;

« regional specification;

« legislation (Fursova, V., 2011).

Globalization ~processes made domestic banks
increasingly mobilize resources by borrowing on the
international capital markets in the form of loans and
foreign investments. However, today, when international
banks reduced lending Ukrainian banks, the value of
deposit resources despite becomes higher because of the
lack of resources in the domestic banking market. So that
banking institutions are forced to attract resources with
various kinds of deposit operations. In such circumstances,
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banks should pay attention to the significant number of
factors in the formation deposit policy objectives.

It is known that on the amount of borrowed funds has
impact not only the general state of the economy of the country,
but even a region, in which banking institution conducts its
operations. It applies to external risks. They are not associated
with of banking activity or its customers. It is obvious that in
an unstable economic, the banking system development must
be stable, despite the fact that it faces with all the consequences
of inflation, crisis, problem payments, budget deficit, decline in
GDP and so on (Barr, Nicholas, 2001).

The internal factors are:

« profitability;

o liquidity;

« reliability of bank institution;

« deposit interest rates;

« range of bank services;

- versatility of banking deposit products;
- marketing policy of the bank;

« development of banking technologies;
« stability of deposits;

« price policy of banking institution;

« bank customers;

o staft qualifications;

e experience;

+ expenditure on deposit policy (Fursova, V., 2011).

Deposit policy of banking institution should be formed
considering previously mentioned internal and external
factors. Thus, the activities of bank management can
improve the quality of deposit services and attract more
resources.

Practical banking activity, according to our research,
shows that internal factors of influence on deposit policy
could be divided into several groups, they are:

« financial stability and statistics;

« staff preparation and qualification;

« image banking institution on the market of deposit
services;

« quality and sales policy of deposit policy;

o organizational structure of banking institution.

To sum up, the author offers new groups of internal factors
that are under banking management control and they allow
any bank to be competitive and to provide deposit services
better. The external factors should be considered as political,
economic, technical and social ones, they are out of banking
management control. But banking institution management
is to monitor trends and to have flexible deposit policy.
These groups of factors give opportunity to work out
methodological approaches for organization, estimation,
planning, forecasting and regulation of bank activity.

4. Survey methodology

In the paper are used logical and statistical methods,
mathematically-economics approaches. It was analyzed the
deposit policy at 5 competitive banks that have not less than
1 billion UAH deposits in their deposit portfolio according
such parameters as payment of interest on deposits, the
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possibility of early withdrawal or recharge, investment
terms, rate in UAH, rate in USD, bank’s part in the market
of retail deposits. We took the analytics from the National
bank of Ukraine data base for the last periods and the
customers’ information from the website main pages of the
analyzed banks. The author paid attention which principles
are completed in the banks’ activity and what conditions
the banks use to attract new depositors and to keep the
old ones. In Ukraine, we have the tendencies for declining
the banks “deposit billionaires”. The reasons why many of
domestic financial institutions continue to decline are rather
predictable. First of all it is massive outflow of deposits, the
insolvency of many banks raising standards of the National
bank of Ukraine, the total lack of confidence in the banking
system, both from the public and from business.

S. Findings

The above confirms that the quality of the borrowed funds
is determined by the level of bank deposit policy that is the set
of its approach to risk management liabilities, the principles
of formation of the resource base, effective communication
between divisions of the bank and the distribution between
them the duties related to the process of formation of resources,
composition and quality of the portfolio of resources, providing
high-quality documentary deposit policy.

Since 2008 till 2013 the share of banks’ capital was gradually
increasing in total liabilities slightly from 11.61% to 15.07%.
It shows a certain increase in equity capital of Ukrainian
banks, since an increase in the proportion of capital occurred
simultaneously with the increase in liabilities to 599,396 mln.
UAH up to 1,278,095 mIn. UAH at the beginning of 2014. At
the same time, the share of bank liabilities in total liabilities
decreased. But it should be noted that the proportion of
individuals’ funds in the total liabilities and the liabilities of
the banks from 2008 to 2011 decreased, while from 2011 to
2015 grew. So, at the beginning of 2015, the proportion of
individuals in banks’ liabilities amounted to almost 40%.

Some researchers distinguish certain stages, during which
the change in the role and value of household savings as a
source of the resource potential of domestic banks.

Stage 1: forming a substantial public confidence in banks
and the conversion of deposits of individuals on one of
the main sources of the resource potential of the domestic
banking sector, this lasted from 2002 till 2005. This stage was
characterized by relative stability in the foreign exchange and
financial markets during this period, banks ofter the population
quite attractive conditions for deposit programs. As a result,
at the end of 2005 the resource potential of domestic banks
consisted of people’s savings for almost 35.0%.

Stage 2: savings of the population cease to be the main
source of the resource base of domestic banks as their
share in bank resources is systematically reduced. This
period started in 2006 and lasted till 2008. In 2006 it was
formed 32.0% of the total resources of the banking sector
of Ukraine due to the savings of the population, and at the
beginning of 2008 this figure felt to 23.0%. It was caused by
world financial crisis and exchange instability.
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Stage 3: from 2008 till 2010 recovering period after
financial stresses. The moratorium on faster and earlier
withdrawal of deposits slightly decreased outflow of
depositors’ funds from the banking system, but at the
same time, the negative impact on public confidence in the
latter. The National bank of Ukraine undertook all possible
measures to make recovery of the banking system.

Stage 4: restore confidence to the banking system of
Ukraine and the growing role of savings as the main source
of formation of the resource potential of the banks. This
stage started in 2010 and lasted till 2014. This situation can
be explained mainly by the lack of alternative sources in
Ukraine where the citizens can invest. Lack of development
of the stock market in Ukraine makes the bank deposits
almost the only source of public investment.

Since 2014 economic, political and military situations
changed a lot. So now we see the devaluation, bankruptcy
of banks and depositors’ fear that provides deposit outflow.
Regarding to the current situation, according to official data
of the National Bank of Ukraine, the volume of deposits
in national currency decreased in March by 2.0% (YTD
5.7%). That was due to the reduction account balances of
individuals by 4.1% (YTD 10.1%) while deposits of entities
increased by 0.2% (since the beginning of the year they fell
by 0,6%). The volume of deposits in foreign currency in the
past month fell by 7.4% (YTD 14.4%), including entities by
7.3% (YTD 10.7%), individuals by 7.4% (YTD 15.9%) [4].

Analysis is further confirmation of the negative situation
in the Ukrainian banking sector, which is characterized
by a significant outflow of funds of natural persons from
the banking sector of Ukraine, which in turn has a negative
impact on the resource base of banks in Ukraine. The negative
consequences of this situation are difficult to overestimate,
because the banks are forced to seek alternative sources of
resource support, as well as solve the problem of liquidity.
According to the National Bank of Ukraine only in March
2015 the total amount of refinancing is 13,8 bil. UAH., which
was granted to 24 banks. Overnight loans totaled 7,7 bil. UAH.
and was provided by 14 banks. We analyzed the successful
banks to make recommendations on development of deposit
policy for banking institutions (Table 1).

Analysis shows that these S banking institutions
keep 44,26% retail deposits. These banks have positive
reputation, high-qualified staff, wide range of deposit
services, actual interest rate, loyal customers base and use
high information technologies to support its’ clients. The
deposit policy of these banks is based on marketing policy —

promotion and distribution of deposit policy, banking
management — actual conditions and rational agreements,
flexibility. In author’s opinion, flexibility is one of the main
characteristics which banking institutions should use in
current economic, political and military situations.

6. Conclusion

From our research it could be concluded that the bank’s
effectiveness on attraction additional funds and ensuring
its competitiveness in the market of the banking services
largely depend on the introduction of new deposit products.

Thus, the modern domestic banks deposit policy requires
continuous improvement. Among the main directions to
improve its efficiency are:

« improving the regulatory protection of individuals and
entities who held deposit accounts;

« simplifying the functioning of deposit accounts:
transfer of funds to deposits, cash and transfers from
depositaccounts, use of fixed-term deposits with additional
contributions or charges;

« creating favorable conditions for enhancing the use by
banks of price and non-price methods in marketing policy,
makes it possible to offer wider range of high quality services
for individuals and investors, improve service quality,
increase the interest of individuals and entities to place their
funds on deposit accounts of banking institutions;

« improving the quality of customer service through the
use of new information technologies in the banking sector,
as well as the advanced training of bank employees.

The strengthening of the resource base and ensuring
effective domestic bank deposit policy, the integration of
the banking system of Ukraine in the global financial space
largely depends on the growth of capital that could be
provided with rational deposit policy.

Deposit policy is a system of management solutions,
program of actions that contains the activities of the bank
in carrying out deposit operations. It plays major role in
bank activity and competitiveness.

The optimal ratio between the main components of the
resource base, which is the basis of deposits, promotes
optimization model resource providing commercial
bank. Sufficient resources enable banking institutions to
effectively perform its functions and achieve the main goal,
which is to profit at the expense of active operations. Thus
enough resources in the banking institution will maintain
its liquidity and reliability, as well as neutralize certain risks
inherent in the banking sector.

Table 1
Deposit policy of Ukrainian banks
Possibility of early Investment Annual rate, Annualrate, | Bank’s partin
# Bank Payment of interest withdrawal or terms for depositsin | for depositsin | the market of
recharge UAH, % USD, % retail deposits
1. | “Privatbank” | monthly recharge 1-12 months |24 12 25,48
2. | “Oschadbank” | monthly 6-36 months |21 9,5 8,66
3. | “Ukreximbank” | monthly withdrawal, recharge | 6-12 months 18,4 6,75 5,17
4. B}:jlfij:;}, grelpt::ij:e};;fgz withdrawal, recharge | 12 months 14 3 3,36
S. | “Ukrgasbank” | monthly recharge 6-12 months 23 11 1,62
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Hapexxpa BOBA
PONb AEMNO3UTHOW NONMUTUKN ONA BAHKOBCKMUX YYPEXXOEHWNIA YKPAUHDI

AHHoTauus. Llenb faHHo paboTbl ABNAETCA OnpefeneHne ponv 4en0o3UTHOW NONUTUKN ANA 6aHKOBCKUX YUPEXAEHWIA.
[lns 3T0ro, Heo6XxoAMMO 06OOLMTD 1 BbIAEIUTL NPOGNIEMbI AEMO3UTHON MONUTUKM YKPauHbI, @ TakXKe HaliTu cnocobbl
UX pelleHrs. [1eno3nTHas NoUTNKa TECHO B3aMMOCBSI3aHa 1 B3aMMO3aBUC/IMa OT SKOHOMMYECKOTO craja U IMeeT Bn-
AIHME Ha BOCCTaHOBJIEHNE GAaHKOBCKOM CUCTeMbI. AIEKBATHbIN BbIOOP U peanv3auus Lenein Aeno3nTHON NoUTUKK, ee
OnepaLyVoHHON CTPYKTYPbl Y UHCTPYMEHTOB OMNPEAENAETCS CTEMNEHbIO Pa3BUTUA GYHAHCOBOI MHKIIO3UBHOCTK, Gnaro-
JlapsA KOTOPOW CO30AETCA KNMEHTOOPUHTOBAHNI GLHAHCOBbIN PbIHOK, 06eCrneunBaeT JoBepue HaceneHns K AenosunT-
HbIM YCITYT 11 MOBBILLAET YPOBEHb COEPEXKEHWI, UTO MOMOXKNUTENBHO BAMAET Ha GHAHCOBYHO YCTONYMBOCTH BAHKOBCKON
CUCTEMbI 1 SKOHOMUKM B CTPAHE B LienoM. IMeHHO 13-3a OCTYMHOCTY 1 3aLMLLEHHOCTU SEMO3UTHBIX YCITYT KoMMepye-
cKue 6aHKM YKpaviHbl MeOT BO3MOXHOCTb YBENMUMTL CBOKD PECYPCHYIO 6a3y 3a CUeT NpUBeYEHNA CPeacTB Hacene-
HuA. MeTogonorus. 31a pabota OCHOBaHa Ha CMHTE3e AaHHbIX AN1A U3YYEHWA CUTYaLUK MO NPYB/IEYEHUIO AEMO3UTOB
B 6aHKax. PaccMoTpeHbl HayuHble 1 TeOpeTUYECKME NOAXOAbI K pa3paboTKe ynpaBieHYecknx peLleHunii No Aeno3nTHOM
nonuTuke. PaboTa cofepKnT aHanmn3 AUHaMUKI 1 TEKYLLEN CUTYaLIMK U YCITOBUI PECYPCHOIO MOTeHLMana 6aHKOBCKUX
yupexxaeHuii B YkpanHe. PesynbTatbl CTaTbll MOKA3bIBalOT NPAMYIO 3aBUCUMOCTb Mexay cbepexeHuamy, notpebne-
HVEM ¥ Jeno3UTHOW MONUTUKON, NO3TOMY Kaxoe 6aHKOBCKOE yUpexxaeHne BKIIOUAET B ce6s MexaHV3M 6aHKOBCKOro
yrpaBfeHna pa3paboTku 1 peanu3aummn Aeno3nTHON NOAUTMKU. Kpome Toro, 3To ynpaBnieHue onpenenseT Hanpas-
NeHNA AenOo3UTHON NOMUTUKM B COOTBETCTBUM C YCITOBUSAIMI MOBUM3aLMN PECYPCOB 1 e€ GaHKOBCKOE NPrIMEHEHNE B
AKTUBHbIX onepaumax 6aHKa. MonyyeHHble pe3ynbTaTbl NOATBEPXKAAIOT, UTO TEPMUH "Aeno3nTHaA NoUTHKa" ABISeTCs
CJIVILUKOM CJIOKHBIM, HO CCIeZlyeTcsl BO B3aMMOAENCTBMN C OaHKOBCKOW AeATENbHOCTbIO. TEPMUH «aerno3nTHas Noau-
TVKa» pacCMaTPYBAETCA B CTAaTbe C Pa3HbIX TOUEK 3peHNs, CMOSb3yA PasHble KpUTeprK U nogxofbl. ABTOP OOBACHAET,
KaK [eno3uTHas MonnTuKa BAMSET Ha GaHKOBCKYIO CMCTEMY M OKa3blBaeT BNMSAHME Ha SKOHOMUYECKMIA POCT B LIESIOM.
MpakTnyeckoe 3HaYeHme. ViccneqoBaHye CO3aeT METOLOJTIOMMUYECKIE NOAXOAb! K M3MepeHio 3GdEKTUBHOCTY Aeno-
3UTHOWN NOAUTUKI. KpOME TOro, OHO U3yYaeT CyLECTBYIOLIME U MPeAiaraeT HOBbIE NMOAXOAbI ANA NOBbileHUA SGpdeKTrB-
HOCT 6aHKOBCKOTO MEHeXKMEHTa. TO 1aeT BO3MOXKHOCTb OMNpeeNnnTb, Kakne 13 Noaxofos paboTaloT B HECTabusb-
HOW SKOHOMMYECKOW CUTYaLIMK, A KaK/e HET. ITa CTaTbsl MIMEET 3a LieJib OLIEHUTb BO3MOXHOCTY JEMO3UTHOW NOSIUTUKIA
B GanaHCUPOBaHN 1 0becnevyeHna GYHAHCOBOWN CTabUIbHOCTU GAHKOBCKOW CUCTEMbI YKpauHbI B NMepriog SKoHOMIMYe-
CKOro pocTa 1 BO Bpems GrHAHCOBOW HecTabunbHOCTU. 3HaueHne/opurnHanbHOCTb. HecMoTpsa Ha Hanuuve cylue-
CTBEHHOIO HAYYHOrO 3afeNla B JAaHHOM HampaBiEHUN, HA CETOAHA B HayYHOW NIUTepaType HET YCTOABLUIErOCA Y KOM-
MAEKCHOro BUAEHNA OTHOCUTENTbHO HEOOXOAVMOV HaMPaBIEHHOCTU 1 MEXaHV3MOB BIVISIHWA OEMO3UTHOW MOIUTUKMA Ha
6aHKOBCKYI0 CUCTeMy. 3TO onpeaenseT NoTpebHOCTb B GopManm3aLuy KOHLENTYanbHbIX OCHOB 1 HEOOXOLMMbIX YCII0-
BUIA 47151 CO3haHVA GUHAHCOBOW MHKITIO3MBHOCTY, YIy6NeHNsa HayYHO-METOANYECKO 6a3bl UCCNIEA0BAHNA JEMO3UTHOM
NONUTMKW. DTa CTaTbA NPefyCcMaTPUBAET MHEHME aBTOPA Ha OMpeAeneHne BaXHOM ponv AeNO3UTHON NOAUTVKA A
6aHKOBCKIMX YUPEXKAEHUI N HALMOHA/IbHOWN SKOHOMUKM B LIENIOM.
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