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Abstract. One of the manifestation of globalization in the banking sector of the global
financial system is a significant increase in the concentration of capital, expressed in such
ways as restructuring, mergers and acquisitions of financial institutions. Topical is the
development and practical application of methods and tools of reorganization of banking
institutions that will contribute to the financial health and integration of the domestic banking
system to the international financial sector. In the article indicated the main advantages and
disadvantages of mergers and acquisitions in Ukraine, as well as factors activate the processes
of reorganization and increasing the number of mergers and acquisitions in the banking
sector. Displaying agreements on reorganization / purchasing banks in Ukraine in 2012-2013.
In order to increase the level of capitalization of commercial banks proposed stimulate
mergers and consolidation of small banking institutions. The main principles of state policy
for the development of stable and effective banking system should be the principles of market
and non-interference, voluntariness, competition.
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OCHOBHI HANPAMKN PEOPIAHI3ALII BAHKIB B YKPAIHI

AHoranis. OgauM 3 TposBiB TioOamizamii y OaHKIBCBKOMY CEKTOPi CBITOBOI
(iHaHCOBOI CHCTEMU € 3HAYHE 3POCTAaHHs KOHIEHTpalii KamiTany, 10 BUPAKAETCSA Y TaKHX
croco0ax peopranizaiii sfK 37IUTTS Ta MONIMHAHHS (IHAHCOBO-KPEAUTHUX YCTAHOB.
AKTyalbHUM € pO3p0o0Ka 1 MpaKTHUHE 3aCTOCYBAaHHS CIIOCOOIB Ta IHCTPYMEHTIB peopraHizarii
0aHKIBCBKMX YCTAHOB, IO cCHOpHATHME (PIHAHCOBOMY O37OpPOBJICHHIO Ta IHTErparii
BITYM3HSAHOT OaHKIBCHKOI CHUCTEMH y CBIiTOBUH (DiHAHCOBUU mpocTip. Y CTaTTi OKPECICHO
OCHOBHI IepeBard Ta HEIOJIKW 3JMTTS Ta TOIVIMHAHHA B YKpaiHi, a TaKoX YHHHUKU
aKTUBI3aIlil MpoIleciB peopraHizamii i 30UTbIIEHHS KUTHKOCTI 3ITUTTIB Ta TOIVIMHAHb B
OankiBChKOMY cekTopi. [TokazaHo yroau 3 peopranizaiii/mokynku 6aHkiB B Ykpaini y 2012-
2013 pokax. 3 MeTOIO MiABUIICHHS PiBHS KamiTani3amii KoMepHiiHUX OaHKIB 3aIPOIIOHOBAHO
CTHMYJIIOBATH 3JIUTTS Ta OO €HAHHS HEBEIUKUX OAaHKIBCHKMX YycTaHOB. OCHOBHHMH
NPUHIUIIAMY JIEP’KaBHOI MOJIITUKU 7Sl CTaOUIBHOTO Ta €()eKTHBHOTO PO3BUTKY OAHKIBCHKOI
CUCTEeMHU MalOTh OyTH TPUHIMIN  PUHKOBOCTI, HEBTPyYaHHS, JOOPOBLILHOCTI,
KOHKYPEHTHOCTI.

KuruoBi  ciaoBa:  pecTpykrypuzailis, 00’e€qHaHHsA, OaHKIBCBKHMH  CEKTOD,
peoprasxizaiisi 6aHKy.
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OCHOBHbIE HAIMNPABJIEHUA PEOPTAHU3ALUUN BAHKOB B YKPAUHE

AnHoramusi. OgHUM ©3 TPOSBICHUN TiIOOANM3aluu B OaHKOBCKOM CEKTOPE
MUPOBOI (PUHAHCOBON CHUCTEMBI SIBISETCS 3HAYUTEIHHBIA POCT KOHIICHTPAIIMM KaluTala,
KOTOpPOE BBIpaXKaeTcss B TaKUX CIOCO0aX peopraHu3alUy KakK CIUSHHE U MOTJIOLIEHUE
(MHAHCOBO-KPEIUTHBIX YUPEXKICHUN. AKTyallbHBIM SIBJISETCS pa3paldoTKa M MPAKTHUECKOE
IpUMEHEHHE CMOCcOO0B M HHCTPYMEHTOB pPEOpPraHu3aluyd OaHKOBCKUX YUPEKICHHUH, 4TO
Oyzner crmocoOCTBOBaTh (PMHAHCOBOMY O3JOPOBICHUIO ¥ WHTErPAllUU  OTEYECTBEHHOM
0aHKOBCKOW CHCTEMBI B MHPOBOE (DHMHAHCOBOE MPOCTPAHCTBO. B crarhe 0003HAUYEHBI
OCHOBHBIC TIPEUMYIIECTBA W HEJOCTATKU CIUSHUS W TOTJIONMIEHHS B YKpawHe, a TaKKe
(dakTopbl aKTUBU3AIMH MPOIECCOB PEOPraHU3AIMN U YBEJIMYEHHUS KOJIMYECTBA CIUSHUM U
MOTJIONICHU B OAaHKOBCKOM cekTope. [lokazaHo coriamieHus: o peopraHu3auy / MOKYIKe
O0ankoB B YkpamHe B 2012-2013 romax. C 1enbi0 MOBBINIEHUS YPOBHS KalMUTaTW3AIMN
KOMMEPUECKUX OaHKOB MPEIOKEHO CTHUMYIHPOBATh CIUSHUS W OOBEIMHEHHS HEOOIBIINX
O0aHKOBCKUX yupexacHuid. OCHOBHBIMH MPHHIIMIIAMA TOCYAAPCTBEHHOW TITOJIMTUKH IS
cTtabunbHOro M 3G (HEKTUBHOTO pa3BUTHUA OAHKOBCKOW CHCTEMBI JOJKHBI OBITh MPHHIIMITBI
PBIHOYHOCTH, HEBMEIIATEIHCTBA, T0OPOBOJILHOCTH, KOHKYPEHTHOCTH.

KialoueBble cjioBa: pecTpyKTypuzanus, OObeIUHEHHS, OAaHKOBCKUU CEKTOD,
peopranuzarus 6aHka.

®opmyin: 0; puc.: 0, Tadun.: 2, 6ubm.: 8

Introduction. In recent decades, the banking sector of the global economy has been
undergoing significant changes, characterized by the globalization of financial markets and
the consolidation of the financial sector, which is reflected in the reduction in the number of
financial institutions and the expanding sphere of business of banks, resulting in the
internationalization and diversification of their product line, including the expansion of the
non-banking products and services that they offer.

One of the manifestations of the globalization of the financial system in the banking
sector is the significant increase in the concentration of capital, expressed in such ways as
reorganizations, mergers and acquisitions of financial institutions.

At the current stage of development of the banking system of Ukraine, mergers have
proved an important factor for improving the capitalization and financial condition of many
commercial banks. This applies particularly to small- and medium-sized banks, for which the
only way to ensure the effective organization of business is to increase the concentration of
their capital, primarily through mergers and acquisitions of other banks. Today, commercial
banks are faced with the problem of reductions in the profitability of banking operations and
increased competition. The continual fall in output in all spheres of the national economy
adversely affects the possibility of increasing bank capital [1].

Research into the issue of reorganization has been undertaken by the following leading
national scientists S. Vasil'chenko, 1. Vyadrova, A. Lupus, V. Hrushko, I. D'yakonova, L.
Konopatska, O. Kostyuk, V. Krotyuk, A. Lyubun, V. Mishchenko A. Moroz, L. Prymostka,
K. Raevskii, V. Rybin, 1. Salo, T. Smovzhenko, A. Fitel, and others.

At the same time, a relevant and important current issue is the development and
practical application of methods and instruments for the reorganization of banking institutions
that facilitate the financial rehabilitation and integration of the banking system in the
international financial sector. This further proves the relevance of research in this area.
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The aim of the research is to determine the main trends and characteristics of
identified factors affecting the process of mergers and acquisitions of banks, and to outline the
directions taken in the reorganization of banks today.

According to foreign experience, the most common forms of the reorganization and
restructuring of banks are mergers and acquisitions of banks, which are natural phenomena of
the global banking industry, and which first came to the fore at the beginning of the 20th
century. The supervisory authorities of most foreign countries have in most cases found that
the appropriate rehabilitation of banks in financial trouble can be achieved by merging them
with financially stable banks.

A. Gerasimovich believes that global banking practice, in the light of numerous
banking and financial crises, has contributed greatly to the development of theoretical and
practical approaches to the reorganization of banks. At the same time, the author concludes
that borrowing foreign approaches to ensure the financial stability of the banking system
cannot be effective if it does not take into account internal domestic factors [2].

The economic literature gives weight to the view that the basic methodological
principles for the reorganization and restructuring of commercial banks should be as follows:
the priority of the interests of society and the state over the interests of individual banks, the
use reorganization as a method of rehabilitation of troubled banks, and improving the stability
and efficiency of banks to ensure the stable operation of the payment system and the stability
of the national currency [3].

In our view, the main goal should be to increase the capitalization of bank capital in
the system in order to increase its capacity. The main way to achieve this is through the
merger and acquisition of banks. With increasing requirements on the minimum authorized
capital of the bank (in Ukraine this minimum size is currently set at UAH 120 mln) there is
usually a risk of there being a fall in the number of banks, due to there being an insufficient
amount of such capital, and so banks try to maintain their resource base by merging with
other banks.

Thus, we can conclude that there persists a problem in increasing the capital in the
banking system.

The reorganization of the bank can take the form of a merger, consolidation,
separation, a division of the bank, a transformation of its legal form, the result of which is the
transmission of its property, assets, rights and obligations to the assignee.

Reorganizations bring a large number of benefits to all parties of the agreement: the
buyer bank, the bank that is the potential object of acquisition, or banks that are equal
participants in a merger. However, a merger or acquisition of a bank may also bring a variety
of risks that could adversely affect this process and resultantly negate its objective and
defined strategy (see Tab. 1).

Reorganizations of banks are performed according to the rules of the reorganization of
a legal entity, but with the additional features laid down in the Laws of Ukraine "On Banks
and Banking" and "On Joint Stock Companies" (as banks have to be created in the form of a
public joint stock company or a cooperative bank).

In accordance with Article 26 of the Law "On Banks and Banking" [4] banks may be
reorganized if so decided by the banks’ owners, and such a reorganization may be carried out
via a merger, takeover, splitting, separation, or transformation. All of these methods of
reorganization, apart from transformations, are carried out in accordance with the laws of
business partnerships, conditional on prior approval being obtained from the National Bank of
Ukraine for the reorganization of the bank and the plan of reorganization being approved by
the regulator.

Thus, a reorganization may be started only after approval from the National Bank of
Ukraine is obtained for the reorganization plan, which, besides other necessary measures,
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should include the filing of the documents required for the approval the statute of the new
bank, or the approval of amendments to the statutes of an existing bank. The procedure for
granting permission for a reorganization according to a decision by the owners of the bank is
stipulated in National Bank of Ukraine regulation Ne 189'[5].
Table 1
Advantages and disadvantages of mergers and acquisitions of banks

Advantages 1) Saving financial resources by reducing transaction costs

2) Strengthening the bank’s competitive position on the market

3) Increasing the level of authorized and regulatory capital

4) Improving the quality of banking products and services

5) Reduction of banking risk and diversification

6) Diversification of banking business in the context of the flow of financial
resources

7) A difference in the market value of the company and the cost of replacement
8) Bank acquisition for further sale in order to obtain profit (asset-stripping)

9) Increasing activity scales

Disadvantages 1) Managing large bank compared with a small bank much more difficult

2) Lack of coordination strategies and objectives of banks

3) The high cost of mergers and acquisitions

4) Mergers and acquisitions are risky

5) Significant additional costs of unification of technology and software

6) The possibility of negative consequences due to a change of management

Source: own elaboration.

The scope of the transition of the rights and obligations between the reorganized banks
depends on the form of reorganization chosen. In accordance with Article 81 of the Law "On
Joint Stock Companies" [6], the reorganization of the bank (as a Joint Stock Company) is based
on an agreement on a merger or takeover, and a plan on division, separation or transformation,
the terms of which are drawn up by the supervisory boards of each company. Also, during the
reorganization by merger or joining, banks have to draw up a transfer act, and in the case of
reorganization by division or separation, they have to draw up a distribution balance.

Transfer acts and distribution balances are drawn up after an inventory is made of the
bank assets being reorganized, eliminating the differences in the expiration dates for the filing
of claims by creditors. In addition, the accuracy of transmission and distribution balance acts
has to be confirmed by an auditor.

As of 01.01.2014 a total of 180 banks in Ukraine held a banking license from the
National Bank of Ukraine to conduct banking activities, including one bank with the license
of a sanation bank (JSC "Rodovid Bank"). Nineteen banks are undergoing liquidation. In
addition, in 2013 the National Bank of Ukraine registered seven new banks: PJSC "CB"
“HEFEST", PJSC "BANK AVANGARD", PJSC "BANK "YUNISON", PJSC "BANK
"PORTAL", JSC "Investment Trust Bank", JSC "Bank Mikhailovsky" and state owned banks:
PJSC "Derzhzembank" and JSC "CLEARING CENTER." However, due to the stricter
regulatory requirements of the European Union, in 2012-2013, Commerzbank (Germany),
Erste Bank (Austria), Swedbank (Sweden), and Astra Bank (Greece) left the Ukrainian
banking market. These subsidiary banks were purchased by domestic investors.

Thus, the trend in the Ukrainian banking system is for a consolidation of banks, as
well as the creation of banking groups. At the same time, the amount of foreign capital in

' The regulations about the features of the reorganization of a bank by a decision of its owners were
ratified by a decision of Board of National bank of Ukraine dated 27.06.2008, Ne 189.
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banks is being reduced through their sale to Ukrainian investors, and the result will be a
reduction in competition on the domestic banking market.
The main factors enhancing these processes and increasing the number of mergers and
acquisitions in the banking sector are [8]:

lack of capital,

attractive structures of bank assets to potential investors;
precarious financial conditions at some banks;
ability to access potential customers or markets;

opportunity to acquire capital structures controlled by the bank;

the possibility of obtaining qualified staff, and modern
processing and utilization technologies;
geographically advantageous management organizational structures, etc.

information storage,

Table 2

Agreements on the reorganization / purchasing of banks
in Ukraine in 2012-2013

Reorganization of banks

Name of bank that Methods of . Beneficial owner's
Ne . o L. Assignee bank .
was reorganized reorganization assignee bank
1 | PJSC takeover JSC "Delta Bank" Lagun M. L.
"Creditprombank"
2 | JSC (publ.) transformation JSC "Delta Bank" Lagun M. L.
“Swedbank” (changed its name to
PJSC "OMEGA
BANK")
3 | JSC “Erste bank” takeover PJSC “Fidobank” Adarich O. E.
4 | PJSC “UNICREDIT takeover PJSC UniCredit Group
BANK” “UKRSOTSBANK”
5 | PJSC “CIB “Credit takeover PJSC “CREDIT | Credit Agricole
Agricole” AGRICOLE BANK” | Group
Purchase of bank agreements
Ne Name of purchased bank Shareholder Purchaser
1 | JSC ASTRA BANK Alpha Bank, Greece Lagun M. L.
2 | JSC “BM BANK” VTB, Russia Smart-holding
(Novinskyi V. V.)
3 | PJSC “BANK FORUM” COMMERZBANK  AG, | Smart-holding
Germany (Novinskyi V. V.)
4 | JSC "BANK RENAISSANCE ONEXIM Group, Russia FIG "SCM"
CAPITAL" (Akhmetov R. L.)
5 | PJSC"CB "ACTIVE-BANK" “ACTIVE FINANCE | Volinets D.M.
GROUP” Ltd (Beneficial
owner's:  Kliuev AP,
Kliuev S.P.)
6 | PJSC “PRAVEX-BANK” Intesa Sanpaolo S.p.A, Italy | Group DF (Firtash D.
V)
7 | PJSC “Bank of Cyprus” Bank of Cyprus Public | Alfa-Group, Russia
Company LTD, Cyprus

Source: [7] and according to the official websites of banks and media.

In Ukraine, the increase of the acquisition and merger / takeover banks is associated
with: increasing scale and competitive advantages and enhanced controllability of the
subsidiaries of foreign banks (PJSC "UniCredit Bank", PJSC "CIB" Credit Agricole"),
attractive prices for a potential asset investor (some foreign banks have left the banking
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market of Ukraine "at any cost", such as: JSC "Erste Bank" JSC (publ.) "Swedbank", and
PJSC "Astra Bank").

Results of the study. Possible further scenarios in the Ukrainian banking sector are
increasing numbers of mergers and acquisitions of banks, and the creation of banking groups.

In order to increase capitalization, it is suggested that commercial banks be
encouraged to acquire and merge with smaller banks. This will increase the level of capital,
save from bankruptcy socially important banks, and increase operating efficiency through cost
reduction.

A stable and efficient banking system is largely dependent on state policy in banking,
the basic principles which should be the principles of the market, laissez-faire, freedom, and
free competition.

Thus, the successful development of the banking system of Ukraine greatly depends
on increasing the level of capitalization of the banking sector. The use of appropriate modern
banking methods and forms of reorganization will consolidate the positive trends in the
banking sector, strengthen depositors’ and investors’ confidence in the banking system, and
increase the sector’s resilience in the face of crises.
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