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ANALYSIS OF STRUCTURE AND DYNAMICS OF UKRAINIAN

EXTERNAL DEBT IN CRISIS CONDITIONS
AHAJII3 CTPYKTYPH TA JJMHAMIKH 30BHIIIHBOI 3ABOPTOBAHOCTI
YKPAIHU B YMOBAX KPU3H
AHAJIM3 CTPYKTYPBI U IMUHAMUKHA BHEIIHEN 3AJIOJKEHHOCTHA
YKPAHUHBI B YCJIOBUAX KPU3UCA

This scientific work has been devoted to research one of the most important categories of
economic development, namely the government debt of Ukraine. The state budget deficit,
attracting and using loans to cover this deficit has led to the formation of a significant increase
in government debt in Ukraine. The current economic situation in Ukraine is characterized by
threatening the growth of the debt burden, which is one of the basic factors slowdown of the
economy. The main reasons for the growth of public debt are: an unprecedented political crisis
and the continued military conflict in the east; deep economic recession caused by the
rearrangement of economic ties with international partners and the destruction of infrastructure
and industrial projects in parts of the country; funding the state budget deficit from government
borrowing, which growth is largely due to increasing defense spending and public debt service.
The large size of the internal and external debt, increase of costs for maintenance of this debt
necessitated to solve the problem of national debt, and therefore find ways to improve its
management mechanism. The more burdensome accumulated external and internal debt are for
the state, the more maintenance involved in the interaction with the functioning of the economy
and its financial system. Classification of external debt of Ukraine is proposed in the article,
which will help to identify financial threats that Ukraine faces. It also was reviewed and
analyzed the structure of external debt dynamics for the 2008-2015.

Keywords: government debt, government external debt, government internal debt,
government guaranteed debt.

Hayxosa npays 6yna npucesuena 00CHiONCeHHIO OOHIEL 3 HAUBANCIUBIUUX KAMe2Oopiil
EeKOHOMIYHO20 PpO3BUMKY, a came 0epicasHomy 6bopey Yxpainu. [legpiyum Oeparcasnozo
01000i1cemy, 3ayUen st Ma UKOPUCMAHHS NO3UK OJis1 1020 NOKPUMMSL NPU3EEIU 00 QOPMYBAHHSL |
3HAYHO20 3POCMAHHS 0eprcasHo2o bopey 6 Ykpaini. [lomouna exonomiuna cumyayis 6 Ykpaini
Xapakxmepu3zyemuvcs 3a2po3NuUeUM 3pOCMAHHAM O0P208020 HABAHMANCEHHS, WO BUCTNYNAE OOHUM
3 0a308ux (aKmopie 2anbMy8aHHA DPO3BUMKY eKOHOMIKU Kpaitu. OCHOBHUMU NPUYUHAMU
3pOCmanHs 00cacy 0epaHcagHo2o 6opzy cmanu: besnpeyedeHmHua noAimuyHa Kpu3a ma mpueaiul
BILICLKOBULL  KOHPIKM HA CX00i Kpainu, e1uboKka eKOHOMIuHa peyecis, BUKIUKAHA
nepezpyny8anHiIM eKOHOMIUHUX 3a8 A3Ki8 3 MINCHAPOOHUMU NAPMHEpAMU Ma pPYUHYEAHHAM
IHhpacmpykmypu ma npomMuciosux 00’ €Kmie Ha YacmuHi mepumopii Kpainu, inancyeanus 3a
PAXYHOK  0epicagHux 3ano3udensv Oeiyumy O0eprcasHoco 0100xcemy, 3pPOCMAHHA AKO20
00yMo8ieHe 6 3HAuHIU MIpI 30LIbUWEHHAM BUOAMKIE HA 000POHY ma 00CHY208)Y8aHHSA
deparcasHozo bopey. Benuxi po3mipu 6HympiuiHb020 i 308HIUHB020 OOPSY, A MAKOAIC 8I0NOBIOHO
3DOCMAHHSL  UMPAM HA 1020 00CIY208Y8AHHA 0OYMOGIIOIOMb HEOOXIOHICMb  BUPIUUEHHS.
npobnemu 0epaicagno2o Oopey, a 8i0maxk i NOULYKY WLIAXI8 B00CKOHANICHHS MEXAHI3MY 1020
ynpaeninua. Hum obmsaxicaiugiwum cmae Onsi 0epHcasu HASPOMAONCEHUL 308HIWHIL Mda
SBHYMpIWHILL O0pe, MuM 1020 00CIY208Y8AHHA AKMUGHIUE BKIIOUAEMbCA ) 63AEMOOII0 3
@ynKyionysanuam exoHomiku ma ii Qinancosoi cucmemu. Tomy y cmammi 6yna 3anponoHoeana



Kaacughikayis. 308HiUHb0I 3a00peosanocmi YKpainu, ska oacme 3mMo02y GUABUMU (DIHAHCOSI
3aeposu, AKI Moxcymv nocmamu neped Ykpainor. YV cmammi makoowc 0yna posensaHyma
CMpYyKmypa ma npoananizoeana OUHAMIKa 3068HiuHb020 bopey 3a 2008-2015 pp.

KuouoBi cjioBa: jepkaBHMI BHYTpIIIHINA Oopr, Jep’kaBHUH 30BHIIIHINA Oopr,
rapaHTOBaHUM JIEP>KaBOIO OOPT.

Hayunas paboma Ovinia nocesawena ucciedo8anuio 0OHOU U3 BANCHEUWUX Kame2opuil
9KOHOMUYECKO20 Ppa36umus, a UMEHHO 20Cy0apcmeeHHomy ooaey Ykpaumwl. [eguyum
2ocyoapcmeenno2o 00dcema, npugiedeHue U UCHONb306AHUe 3AUMO8 O e20 NOKPbIMus
npueenu K (opMupo8aHurO U 3HAYUMENIbHOM)Y POCHY 20CYOApPCMBEHHO20 0012d 8 YKpauHe.
Texywasa sxoHoMuueckas cumyayusi 8 YKpauHe Xapakmepusyemcs Yepodcarouum pocmom
007120601l HAZPY3KU, KOMOPAs 6bICMYNAaenm OOHUM U3 0Aa308bIX (OAKMOPOE MOPMONCEHUS
pazeumus IKOHOMUKY cmpanvl. OCHOBHLIMU NPUYUHAMU POCA 00beMa 20Cy0apCmeeHHO20
donea cmanu: becnpeyedeHmHublil NOJUMUYECKUU KPUSUC U OTUMENIbHBII 80EHHbI KOHMIUKM HA
80CMOKe Cmpamuvl; 2AYOOKAs IKOHOMUYECKAs. peyeccus, Bbl36aAHHAS NepecpynnuposKoll
9KOHOMUUECKUX 3A6530K C MENCOVHAPOOHBIMU NAPMHEPAMU U PA3PYULEHUEM UHDPACTPYKIMYDbl
U NPOMBIULIEHHBIX 00BEKMO8 HA YACmU Meppumopuu CmpaHvl, QuHaHcuposauue 3a cuem
20CY0apCMBEeHHbIX 3AUMCMBOBAHUL Oehuyuma 20Ccy0apCcmeenHo2o 01odcema, pocm KOmopo2o
00YCNI061IeH 8 3HAYUMENbHOU CMeneHU Y8eludeHuem pacxo008 HA 0OOPOHY U 0OCHyHCUBaHUe
2ocyoapcmeennozo 0onea. bonvuwue pazmepvl enympennezo u 6newneco 001ed, A MAKiCe
COOMBEMCMBEHHO DOCM PACX0008 HA €20 00CIAVICUBAHUE 00YCI08IUBAIOM HEO0OX0OUMOCHb
pewenust npodaemvl 20Cy0apCmeeHH020 002d, d 3amem U NOUCKA nymetl COBePUIEHCNBOBANUSL
MexaHusma e20 ynpaegieHus. HYem obOpemenumenvHee CMAHOBUMCA Olsl  20CYOAPCMBA
HAKONJIEHHbLU 6HEWHUT U GHYMPEHHULL 0012, MeM e20 00CIYHCUBAHUSL AKMUBHee BKIIOYACMCSL 80
g3aumooelicmeue ¢ QYHKYUOHUPOBAHUEM IKOHOMUKU U ee hunancosoll cucmemvl. [loosmomy 6
cmamobe 6vlia NPedsodceHa KIacCuurkayus GHewHell 3a00IHCeHHOCMU YKpauHbl, KOMopas
NO360UM BbIAGUMb (UHAHCOBbLE YZPO3bl, KOMOpble MO2YM GO3HUKHYMb neped Yrpaunoil. B
cmambe makce Oblid PACCMOMPEHA CMPYKMYpPa U NPOAHATUZUPOBAHA OUHAMUKA BHEUHE20
oonea 3a 2008-2015 2.

KuroueBble cjioBa: rocynapCTBEHHBIH BHYTPEHHHI JIONT, TOCYIapCTBEHHBIA BHEIIHHIMA
JIOJIT, TAPaHTUPOBAHHBIN TOCYIAPCTBOM JOJIT.

Introduction. The transformation of the economic system of Ukraine
related to the implementation of economic, political, financial, credit, social
reforms requires financial and credit resources. Lack of them in sufficient
quantities promotes the widespread use of state loans as an important method of
resource mobilization.

Gaps in financial and monetary policy led to an unjustified increase of
external debt. The lack of theoretical justification, perfect legal security, efficient
mechanism for debt management, regular system analysis, control of external debt
and its impact on national economic system led to the growth of external debt.

The accumulation of large external debt and its growing pressure on public
finances need to study the nature and characteristics of public debt as the debt
burden affects the national economic system functioning.

The external debt of Ukraine and its structure discussed in scientific papers
of T. Vakhnenko [1] V. Kozyuk [2; 3], A. Plotnikov [4]. Methodological
approaches to classification of external debt of Ukraine highlighted in works of T.
Vakhnenko [5], Y. Ivanenko [6] A. Mamyshev [6]. The external debt of Ukraine in
the context of macroeconomic policies analyzed by V. Zagorskyi [7], S.



Lutsyshyn. The theory of external debt management was in highlighted in works of
J. Stiglitz [8], P. Samuelson [9] M. Friedman, J. Hicks.

The internationalization of production, capital, sales, liberalization of
international exchange, openness of national economies on the one hand and the
increase in government debt around the world, on the other hand, require study and
justification of the system of public debt management in conditions of market
economy which will determine the prospects for settlement of debt problems in
Ukraine.

Formulation of the problem. Nowadays, any country is becoming
increasingly involved in global economic processes that affect both the
macroeconomic performance of the national economy and the welfare of each
resident.

One of the key economic problems today is the external debt of governments
and the private sector, which is growing every year. External borrowing for our
state is one of the tools of the model of outstripping growth that involves active
investments in infrastructure, production facilities, technological upgrading of
enterprises and the development of intellectual capital.

However, increasing of gross external debt is accompanied by significant
financial risks. Thus, the external debt of the private sector, including commercial
banks, was the catalyst for the financial crisis that has gripped Ukraine in autumn
2008. Hoping for permanent refinancing of loans, corporations and banks have
accumulated huge amount of foreign debts. After the cessation of foreign
refinancing, they found themselves in a difficult situation when it was necessary to
repay the full amount of the debt at once. As completely foreign loans
denominated in foreign currencies, mainly in US dollars, the need to repay foreign
loans led to a sharp increase in demand for foreign currency, the collapse of the
hryvnia and final imbalances in financial markets.

Analysis of the structure of external debt based on correct classification
approach makes it possible to determine the theoretical basis of external debt of
Ukraine management, which is a very important component of the anti-crisis
policy.

Methodology and methods of study based on a systematic approach to
general theoretical, historical and evolutionary understanding of the features of the
formation and management of external debt. Logical and dialectical methods were
used to solve problems, methods of analysis and synthesis, concrete and abstract,
comparative characteristics.

The main results of the study. In the foreign debt classification first of all
must be taken into account the principles of attracting international loans and
functions which they perform in the national economic system.

In Ukrainian scientific literature, the following principles to attract foreign
loans are [2-4; 9; 10]:

- return: if received funds will not be returned, it is irrevocable transfer of
money capital, i.e. financing;

- urgency: ensure repayment of the loan in established terms;

- paying: reflects the law of value and way of differentiated credit terms;



- provision: guarantees of repayment;

- purposefulness: involves identifying specific loan facilities (such as "tied"
loans).

Foreign debt, as an important part of the financial system of Ukraine and
ensuring the flow of financial resources required for its development the following
functions [10; 11]:

- reallocation of loan capital between countries to meet the needs of
expanded reproduction;

- economy on distribution costs;

- acceleration of the concentration and centralization of capital.

The external debt of Ukraine formed at different stages of development of
the Ukrainian economy and is quite heterogeneous. The economic literature (both
Ukrainian and international) has different approaches to classification of external
debt. Classification for Ukraine should reflect the national economy and the level
of financial relationships. Only such approach will enable to correctly reflect the
nature of external debt of Ukraine.

The classification of external debt which must include a lot of features for
comprehensive analysis is another important aspect. However, it is necessary to
avoid inclusion in the classification extra features or too detailed division of
external debt on certain grounds to have clear and understandable presentation of
information.

Given the above, a classification of external debt of Ukraine on the
following criteria should consist of such features [12; 13].

1. The legal form of creditor:

- debt to private firms, banks, intermediaries (brokers);

- debts to national governments;

- mixed debt, formed as a result of the participation of private enterprises
and foreign countries;

- interstate loans from international and regional monetary and financial
organizations.

The need for a separate group of loans from international organizations such
as the IMF and the World Bank, caused by the fact that during the 90th century
Ukraine received significant credit support from these organizations. Loans,
including from the IMF, differ from commercial loan because they have special
conditions (covenants), which impose on Ukrainian government some constraints
in the implementation of economic policy. Such loans are specific and must be
analyzed separately.

2. Organizational and legal form of the borrower's debt is divided into:

- external debt of the state;

- external debt of public enterprises;

- external debt of private companies (other than banks);

- external debt of commercial banks;

- other external debt.

External debt of Ukrainian banks is put into a separate group due to the rapid
increase in the share of banking sector in the gross debt of Ukraine.



3. Depending on the kind of foreign trade transactions covered by borrowed
funds:

- commercial loans directly related to foreign trade and services;

- financial credits used for any other purposes, including direct investment,
construction of investment projects, the acquisition of securities, repayment of
foreign debt, an intervention;

- mixed credits (serve mixed forms of export of capital, goods and services,
such as performance contracting).

4. Currency loans are:

- payable in the currency of the borrower;

- in the currency of the lender;

- in Euro;

- in the international settlement currency unit based on the currency "basket"
(SDR, ECU, etc.).

It is necessary to emphasize the need for a separate group for eurocredits, as
this financing tool widely used by the Ukrainian government and private borrowers
in the past to minimize interest costs. Given the low transaction costs and small
euro exchange rate (compared to other forms of external lending), eurocredits are a
promising tool for both state and private borrowers. Thus, there is a high
probability that their share in the structure of Ukrainian external debt is steadily
growing.

5. According to maturity debt can be:

- short-term - up to 1 year (over short-term - up to three months);

- long-term - over 1 year.

Many countries also produce medium-term debt, which is usually from 1 to
3-5 years. However, in modern Ukrainian realities forecasting horizon over a year
is complicated and exposed to many factors, including non-economic. So, public
authorities to simplify allocated only short- and long-term debt.

Short-term debt primarily secured working capital used in businesses and
foreign trade, international payment transactions, serving non-commercial,
insurance and speculation. Long-term debt is formed, usually as a result of
investment in fixed assets, the use of new forms of international economic relations
(large-scale projects, scientific research, introduction of new technology). If short-
term debt prolonged for more than one year, it automatically becomes long-term.

The global economic crisis of 2008 in Ukraine became one of the most
influential factors. It caused a sharp increase of external debt, so the time period
from 2008 to 2015 was chosen for appropriate analysis.

Analyzing statistics (Table 1), presented on electronic resources of the
Ministry of Finance of Ukraine, at the end of 2008 Ukraine's debt was 189.4 billion
UAH, equal to 36 billion USD. Public external debt - 86 billion UAH - 2 times
bigger than the internal debt - 44.7 billion UAH. Guaranteed debt stood at 58.7
billion UAH (11.1 billion USD).

Table 1



Indicators of government and government guaranteed
Ukrainian debt [14; 15]

Government Government Government GOYPI‘_lll‘nf‘llt and CGDP Exghange rate
internal debt external debt guaranteed debt Government USD to UAH
Years guaranteed debt
billion | billion | billion | billion | billion | billion | billion | billion | billion | billion 100 USD
UAH UsD UAH USD UAH USD UAH UsD UAH UsD
2008 447 8,5 86.0 16.3 58.7 11.1 189.4 36.0 948.1 180.0 526.7
2009 | 91.1 11.7 135.9 17.4 50.9 11.7 317.9 40.8 913.3 117.2 779.1
2010 | 141.7 17.9 181.8 229 108.8 13.7 4323 54.5 1082.6 136.4 793.6
2011 | 161.,5 20,3 195.8 24.6 115.8 14,5 473.1 59.4 1316.6 1652 796.8
2012 | 190,5 24,5 208.9 26.8 116,3 14,9 515,5 66,2 1408.9 180.,8 779.1
2013 | 2570 322 2233 28.0 104.6 13.1 584.9 73.2 1454.,9 182.0 799.0
2014 | 461.0 29.3 486.0 30.8 153.8 9.8 1100.8 69.9 1566.7 99.4 1576.0
2015 | 5080 24.1 8259 39.5 237.9 11.3 1571.7 74.5 1751.0 83.0 2109.6

During the period 2008-2015 government external debt rose to 825.9 billion
UAH, which is almost in 10 times bigger in UAH and 2.8 times - in USD,
government internal rose up to 508.0 billion UAH. As for the publicly guaranteed
debt, it increased to 237.9 billion UAH, an increase in 4 times in local currency
and in 1.02 times - in USD.

Total government and government guaranteed debt increased in 8.3 times in
UAH equivalent (from 189.4 billion UAH in 2008 to UAH 1.5717 trillion in 2015)
and almost in 2 times in USD.

Analyzing the structure of public debt (shown in Table. 2), we note that
throughout the period in the structure of government debt dominated external debt.
The exception occurs in 2013. In 2008, the internal debt amounted to 23.6% of
total debt, and external - 45,4%, i.e. external prevailed in 1,9 times. In 2014,
internal debt amounted to 41.9% of total debt, and external - 44,1%, i.e. external
prevailed over internal in 1,1 times. So there was a tendency to reduce the
disparities between the internal and external public debt. In 2015 there were
significant changes - the share of external debt in the structure increased up to
53%, so this negatively affects on the structure of debt and makes it difficult to
service in the future.

During the period 2008-2015 dynamics of external debt growth is unstable,
which can distinguish the following periods:

period of the greatest growth - 2009-2010 and 2014-2015 years of the
strongest financial, economic and political crisis in exacerbations in Ukraine;

period of post-crisis slowdown (2011, 2012, 2013), which marked the
emergence of a stable economic situation in the country by implementing active
regional policy and a series of reforms in the tax and budget systems.



Table 2

The structure of Ukrainian public debt in 2008-2015 [14; 16]

Porn

Government internal debt

Government external debt

Government guaranteed debt

billion
UAH

Share in total, %

growth
(%)

billion
UAH

Share in total, %

growth
(%)

billion
UAH

Share in total, %

growth
(%)

2008

44.7

23.6

86.0

45.4

58.7

31.0

2009

01.7

28.8

103.8

135.9

42,7

58.0

90.9

283

54.9

2010

141.7

32.8

55.5

181.8

42.1

33.8

108.8

25.1

19.7

2011

161.5

34.1

14.0

195.8

41.4

7.7

115.8

24.5

6.4

2012

190.5

36.9

18.0

208.9

40.5

6.7

116.3

22,6

0.4

2013

257.0

43.9

34.9

2233

38.2

6.9

104.6

17.9

-10.1

2014

4610

41,9

79.4

486.0

44.1

54.1

153.8

14,0

47,0

2015

508.0

32.0

10.2

825.9

53.0

70.0

237.9

15

54.7

2015

(comparatively to 2008)

1036.4

860.3

305.3

The study enabled the following conclusion.

The global financial crisis has shown: if there are available areas of
vulnerability that are triggered by debt process, the government should establish an
effective system of debt, taking into account the complex relationship between
debt policy and financial stability.

Several measures must be taken to optimize debt policy, namely:

1.

2.

o b

improving the legislative support towards the formation, structure and
public debt servicing;

restructuring of public debt in favor of domestic borrowing by searching
conditions to interest domestic investors;

reforming the tax system to stimulate business activity as the main factor
of GDP increasing;

construction of modern diagnostics debt security;

in the classification of Ukrainian external debt must be taken into
account the principles and functions performed by the external debt in
the national economy, it is also advisable to take into account the
specificity and the level of financial relations in Ukraine and find the
optimal balance between fullness and classification of convenience and
clarity of information;

external debt of Ukraine should be classified according to the legal form
of the creditor, the legal form of the borrower, purpose, currency loan
maturity borrowing facilities maintenance.

. correct classification of external debt of Ukraine makes it possible to

analyze the financial threats that Ukraine faces in conditions of global
crisis and develop a unified for all public authorities base to represent the
external debt of Ukraine.

When these appropriate measures will be applied, the public Ukrainian debt
covering will be carried out largely not by the growth of the tax burden but the
expense of economic growth.
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