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Ha (PUHAHCOBBIC MHHOBAIMM W YHHBEPCAIM3ALUIO ACATEIBHOCTH (DUHAHCOBBIX MOCPEIHHKOB B
MOCTUHAYCTPHAIBHBIX ~ CTpaHaX, JAuWBEpcHU(PUKALNI0O OAHKOBCKOM JIEATENBHOCTH, YCHUJICHHE
KOHKYpEHIIMM B ()MHAHCOBOM CEKTOpE SKOHOMHUKH [2]. DKOHOMHKAa YKpawHbl, B OTJIMYUE OT
pPa3BUTBIX  IOCTUHIYCTPUAIbHBIX  CTPAaH,  XapaKTEpU3yeTcs  KaK  AOMEpDKEHTHas, C
COOTBETCTBYIOIUMH (PUHAHCOBBIMHM OpraHu3anusiMu. MHOrMe W3 HHUX HAaXOJITCS Ha CTaJuU
dbopMuUpOBaHMST M HE MOTYT BBIIOJHATH BECh KOMIUIEKC (YHKIMHA, TNPUCYIIUX 3pENbIM
MHCTUTYLUSAM DPa3BUTHIX CTpPaH. ODKOHOMHYECKHE SBIICHUS, KOTOpbIE TIpU3BaHA OOBSICHITH
YCOBEpIICHCTBOBAHHASL TEOpHs, €LIE€ HE NOJYYWIM MOJHOro paszButusd. IloaTomy ykpaumHCcKue
peaquy  JIy4ylle  OMHCHIBAIOTCS  NOJOXECHUAMHU  TPAJUIMOHHOM  Teopuum  (PUHAHCOBOTO
MOCPETHUYECTBA, HO C aKIIEHTAaMH Ha €€ TPaHCAKIMOHHBIN U MH()OPMAIIMOHHBIN MOAXObI, JIyUIle
NPUCIIOCOOICHHBIMU JJIS1 OTPAXKEHHU 0COOEHHOCTEH YKPAaUHCKOW MHCTUTYIIMOHAIBHOM CTPYKTYPHI.

B MHCTUTYIIMOHAIBHBIX UCCIEIOBAHUIX YUUTHIBAIOTCS CreNU(pUYECKUE U JTaHHBIX TEOpHU
KaTerOpUU «TPAHCAKLIMOHHBIC U3IACPKKN», «UH(MOPMAIMOHHBIE ACUMMETPUN», «(HUHAHCOBBIC
WHHOBAIUW».
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EVOLUTION OF BANK CAPITAL REGULATION

Rogoza V.S.
EBCM Business School Munich, Germany

Banking is one of the most regulated types of business. The necessity in such a strong
regulation is determined by several reasons:

1) to reduce the risk of bank failure, which is higher than that of non-financial companies due
to the nature of banking business;

2) bank failure has a strong impact on the economy than the bankruptcy of non-financial
companies, as it can lead to financial problems in a large number of counterparties and cause panic

among clients, and thus jeopardize the entire banking system;
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3) to limit governmental expenses, which are connected with the financing losses to
depositors of bankrupt banks under the government program of deposit insurance.

Special importance in the regulation of banks is given to the establishment of minimum
requirements to the amount of bank capital, as well as its relation to other performance index, for
example, to assets. At the same time, special assessment of capital value is used for regulatory
purposes - regulatory capital.

Regulatory capital is also calculated as based on the balance of bank, but it has to include
some types of obligations and exclude certain assets of bank. As compared to the book value of
capital, in the opinion of regulators, such approach is intended to provide more objective assessment
as to what degree the bank is protected from the negative consequences of banking risks.

At the same time, search for calculation algorithm of regulatory capital and determination of
standard indexes of capital adequacy has been very challenging, as evidenced by the history of the
Basel Committee activity.

The Basel Committee on Banking Supervision was established in 1974 at the Bank for
International Settlements. It includes central banks of the largest states. The Committee develops
guidelines and standards of Banking supervision applicable by bodies of bank regulation and
supervision of different countries.

Since 1975, the Committee released a significant number of recommendations on banking
regulations. The development of the Basel Capital Accord (Basel I) in 1988 by the Basel Committee
on Banking Supervision was a response from the banking community and regulatory authorities on
the major losses and bankruptcy of banks, hedge funds and institutional investors, observed in the
70-80's.

Initially, the agreement was regarded as a recommendation; however, since 1992 it became a
compulsory norm for the G-10 countries. Currently more than 100 countries joined to Basel I in full
or in part.

The main purpose of Basel I is to limit credit risks (losses of borrowers from default, etc.)
through the development of principles of supervision. The main one is to determine capital
adequacy. It is important to note that Basel I does not establish minimum requirements for the
absolute value of regulatory capital, although these standards may be established by the central
banks of individual states.

Capital adequacy is determined on the basis of the ratio of regulatory capital to its risk-
weighted assets and off-balance sheet items. Minimum amount of capital adequacy ratio was set at

the rate of 8%.
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Basel I agreement had a significant positive impact on the operation of banks. Moreover, the
recommendations originally developed for large international banks have now become acceptable to
the global banking system in whole. Banks and other credit institutions regardless of their size,
structure, complexity of credit operations and risk characteristics began to consider them.

However, bank crises of the 90’s showed that the Agreement on capital adequacy needs
further development, refinements and improvements. For example, the Agreement takes into
account only credit risk; while other types of risk are ignored. Basel II: “International Convergence
of Capital Measurement and Capital Standards: new approaches” consists of three main components
(Pillars): minimum capital requirement, supervisory review process, market discipline.

Basel III: A global regulatory framework for more resilient banks and banking systems has
emerged as a response to the global financial crisis of 2008. Analyzing its reasons, experts
distinguished failures of prudential banking regulations as one of the main conditions. National
standards of organization, functioning and regulation of activities of financial intermediaries in
conditions of deepening of financial globalization were no longer meeting up-to-date requirements.

Programs of state entry into capital were adopted and implemented to rescue systemically
important financial institutions (“too big to fail” - Northern Rock, Merrill Lynch, Lehman
Brothers). Therefore, governments of developed countries are concerned with the fact that these
investments would have brought adequate benefits in the future.

The emergence of Basel III standards began with the introduction of additional requirements
for capital adequacy of banks (shareholders’ equity, tier 1 capital, tier 2 capital, buffer stock,
aggregate capital).

The new Agreement makes increasingly tough requirements for the composition of tier 1
capital by the exclusion of the amount of deferred tax and securitized assets. In addition, Basel 111

recommends increasing the share of tier 1 capital and equity share.

VIIPABJIIHHA KPEJJUTHUM PU3NUKOM IIAT Kb «IIPUBATBAHK» HA OCHOBI
BUKOPUCTAHHS TEOPII I'. MAPKOBILIA

Py6aun T.€., k.e.H., go11., ['yprak O.B., k.e.H., no11., Tpodimoa A.M.

JIOoHeIbKUi1 HalllOHATBHUN TEXHIYHUHI YHIBEPCUTET

B cywacHux ymoBax mpoOiemMa ONTHMI3allii KpeIUTHOro mHoptdernto OaHKYy € MOpIBHSHO
HOBOIO 1 HEJOCTaTHbO BHBUEHOIO. KpiM BHUMIpIOBaHHA Ta MOHITOPUHTY PHU3HKY, Ba)XJIMBUM

€JIEMEHTOM DPHU3HK-MEHEKMEHTY € BUBYCHHS JDKEpeNl MOPT(ETbHOr0 PH3UKY Ta €(PEKTHBHUX
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