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PE®IHAHCYBAHHSI LB SIK YUHHUK PO3BAJIAHCYBAHHS
BAJIIOTHOT'O PUHKY: JOCBIJl YKPATHU

Ha nouamxy nonimuuHroi kpusu 6 YkpaiHi HanpukiHyi 2013 p. ma noe'sizaHo20 3 yum
MAC08020 8UNYUEHHsL koulmig 3 baHkie y stomomy 2014 p. 8idbyecs nepexio — npuuomy
He Yy npasosull cnocib! — Ha MexaHi3m 8UIbH020 KYPCOYMEBOPEHHSL, KU cmae nouamko-
8uM parxmopom, wo decmabinizyeas eaOMHUL PUHOK ma npussie 00 cmpimkonodibHoL
desanbeauil HaAUIOHANLHOL satomMu?.

Ymosu ons nouamiy decmabinizauii 8ant0omHo20 puHKy ma 3HauHo! desanveauii Hayio-
HabHOT 8AIIOMU BUSHAUAILHO MIPOHO YU cnposokosaHi pileHHsamu HBY wodo 3Ham-
mst obmerxkeHb Ot bankie Ha obcsleu pegpiHaHcy8aHHs3 ma 30ilicHeHHst HayioHanbHum
6arkom y I ke. 2014 p. adpecHux iHmepeeHuyili* (y m.u. 3a nitbeosum Kypcom), ma obcsi-
2amu kKpeoumis pegiHaHcysaHHs®, HadaHux HauybaHrkom Komepuilinum baHkam Yy 2pyoHi
2013p. — ciuni 2014 p.

SHauHa uacmuHa Kouimis, OMpPUMAHUX OBAHKOMU Y U210l pehiHaHCY8aHHs, byaa cnpsi-
MOBAHA HA 8AUOMHULL PUHOK, NPO WO C8I0UAMb HeXapaKmepHi 0t MIKO6AHKIBCbK020 8a-
JUOMHO20 PUHKY 06csizu npooarky eanromué Hanpukinyi 2013 p. ma ciuHs — nouamky Jomo-
20 2014 p. (y epyoHi 2013 p. — 39,1 mapo don. CIIA, y ciurni 2014 p. — 45,1 mapo oox. CIIIA,
Y m. . auwe 3a OCMaHHiii muxkoeHs ciunst 2014 p. — maiike 20 mapo oon. CIIA, wo npak-
MUYHO 0OPIBHI0BANO 00CsI2Y MIDKHAPOOHUX pe3epsie Ha nouamok 2014 p.).

BHauHi Ui HexapaKmepHi 0asi MIDKOAHKIBCbK020 8AI0OMHO20 PUHKY obcsieu npodarky ea-
aromu HanpukiHyi 2013 p. ma ciuHs — nouamky siromozo 2014 p. MOXKHA NOSICHUMU AULULe
cnekyastmusHuMmu Oismu 6aHKI8 ma eusedeHHsM Kanimany 3a KOPOOH, OCKLIbKU S0HU
IHKOOHUM UUHOM He OYnU NO8's13aHI 3 peaibHUM IMNoOpmom’.

Bpaxosyrouu, uio docmamHi obcsieu pecypcis y epusHi (ompumari 8i0 HBY nesHumu baHka-
MU Uepe3 MexaHizm peiHaHCY8AHHS) Ma NPAKmMuUKa npooarky ealtomu 3a Nitb208UM KYp-
COM (uepe3 MexaHizam adpecHUx iIHmepeeHUil, SKa MANA MiCYe HO NOUamKy MUHY020 POKY),

! Hauionansuuit 6aHk VkpaiHu 3MiHHB PEKHUM KypCOYTBOPEHHS 3 6 moToro 2014 p. Ge3 yHECEHHs 3MiH 10
"Tlos105keHHS PO BCTAHOBJICHHS O(ILIfIHOr0 Kypcy TPHBHI 0 iHO3EMHHX BaJIOT Ta Kypcy OaHKIBCHKHX MeTa-
niB" i B3arani 0e3 Oy ib-K0oro odiniiHOro pilIeHHS.

% 3a moTwit 2014p. Kype 3HeminmBes 3 799,3 10 998,63 rpH 3a 100 gon. CIIIA, 10610 Ha 25%.

® Ha o6csr nananns HamionansHum GaHKOM KpEIUTiB pediHaHCyBaHHs, sKHii paHille GyB BCTAHOBJIEHHH Ha PiBHI
50% Bix po3Mipy peryiIaTHBHOIO KamiTaly OaHKY, IO 3BepTacThes 3a TakuM kpeautoM 1o HBY, Ta Ha kinbkicTh
MOXJIMBUX 3BEpPHEHb OAaHKIB 33 KPEIUTAMHU OBEpHAWUT (Iij 3a0e3MeueHHs Jep:KaBHUMHU o0uiramisiMu Ykpainu abo
Jeno3utHuMu ceptudikaramn HanioHamsHoro 6aHky YKpaiHu) Ta 3a KpEAUTOM OBEPHANT OJIaHKOBHM, SKi paHile
OyJiM BCTAHOBJICHI BiJITIOBIJTHO Y KiJILKOCTI He OiNbIIe JBOX Ta OJAHOTO Pa3iB MPOTATOM THKHA (moctaHoBH [Ipas-
ninnsg HBY Bix 04.12.2013 Ne 491, Binx 06.12.2013 Ne502, Bix 27.01.2014 p. Ne 33 Ta Bix 21.02.2014 Ne86).

*V rpymmi 2013 p. saransuuit o6car onepaiit 3 pedinancysanns 6ankis cranosus 27,6 Mips rpH, a6o 39% itoro
3arajbHOr0 00csry 3a Bech 2013 p., y ciuni 2014 p. — 8,5 mMiapx rpH, TOAI 5K CepeAHBOMICAUHHNA 0OCAT Yy CivHi-
nuctonazi 2013 p. cTaHOBUB OJIM3BKO 4 MIIPJI TPH.

® Mynxrom 2 noctanosu HBY Bin 24.12.2013 Ne536 (Butsar noBesieno uctoM Bin 24.12.2013 Nel9-102/29596)
nependaueHa MOXKJIMBICTD 3/icHIOBAaTH "afpecHi" iHTepBeHLii "y BUIAJKy BUHMKHEHHS HarajlbHHX MoTped 3a-
TaTbHOICPKaBHOTO 3HAUCHHS", 3MICT Ta BU3HAYEHHS KX HOPMAaTHBHO He OYIIO0 BCTAHOBIICHO.

®V roif wac sk y cepenHbOMY 3a JicHb Y ciuni-mucronami 2013p. — ne Bume 1,2 mapa gon. CIIA, y rpyasxi
2013 p. — maibke 2 mupa goia. CILIA, y ciuni 2014 p. — 2,3 mupxa gon. CUIA, B octanHiit TikaeHs ciuns 2014 p. —
3,9 Mipz 1071., B OKpEMi JIHI — peKOp/iHi 3a Bech yac (hyHKIIOHYBaHHS MiXKOAHKiBCHKOTO BaJFOTHOTO PHHKY 00CS-
v TOpriB: 27 civuHs — 4 MIIpA 0., 28 civHs — 5 MiIpA 101.

" Binnosizno g0 indopmanii HAK "Hadroras", kommanis pospaxysamacs 3 BAT "Tasnpom” 3a iMmopToBanuit
y ciuni 2014 p npupoxHuii ra3 y nepmmx uuciax 6epesns 2014 p.; 3a iMnoproBanuii y moromy-6epesni 2014 p.
npuponuuii ra3 — 30 tpaBus 2014 p. (786,3 muH non. CIIA). Bopru 3a ras, oTpuMaHuii y JMcTONai Ta rpyaHi
2013 p., sIKi MaJu MOTacUTH 3a paxyHOK KpeauTy B posmipi 3 mupa non. CIIA (mepiuwii Tpasir), OTpUMaHOTo
y rpyaHi 2013 p. Ykpainoro Bix Pocii, Oynu gactkoBo cimadeni aumre y nucromnani 2014 p. Takum uuHOM,
HAK "Hadrora3" (naiibinpiuii imnoprep B Kpaini) Hi y rpyasi 2013 p., Hi y ciuni-motomy 2014 p. BamoTy 1is
PO3paxyHKiB 3a ra3 He KyIIyBaB.
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cmeoprosanu chpusmauee niotpyHmst Ot 8AIIOMHUX CNeKYAsUill i, He3eaKaruu HA ye,
HBY He auue He npulimag HIIKUX pillleHb Wo00 NOCUNEHHSL KOHMPOJIO 3G 8AU/IIOMHUMU One-
pauismu 6amkie, a Ui aKkmueHo 30CHI08A8 THMepP8EeHUIl HA NPOOAIK 8AIOMUS, MONHA 884~
2KAmMu, Wo HA NOUamKy NOJMUUHOT KpU3U Y KPaiHi pe2ynsimopom 6Yio0 CmeopeHo ymosu Oast
OMPUMAHHSL 8 KOPOMKI MEPMIHU 8eAUUE3HUX NPUOYMKIE ma U800y KanimaJs 3a KOPOOH.
Banmicms mozo, uiob nicas 2aubokoi desanveauii HauioHatbHoi earomu y sromomy 2014 p.
giomosumucst 8i0 HeNPUUHSIMHO20 0L NePexioHOi eKOHOMIKU I (paKmMuUUHO 8npoeadriKeHozo
He auwe 6e3 6yob-sikux o6TpyHmyeaHs, a ti 6e3 8i0nosi0H020 PILLEHHS PerKUMY NIABAIOUO-
20 kypey, HBY y 6epesri 2014 p. ceoeto nocmaHo8oto® 1i020 Y3aKOHIOE.

HecnpomosxkHicme HBEY obtpyrmyeamu i giocmosmu neped MB®D HedouinbHicmb 8UKOpUC-
MAHHS MEXAHIZMY B8LTbHO20 KYPCOYMBOPEHHSL 8 YMO8AX KPU3U, peuecii i nosimuuHoi Hecma-
6L1bHOCMI, A MAKOIK XPOHIUHO20 Oeghiymy NOMOUHO20 PAXYHKY NAAMINHO20 OANAHCY, 3HAU-
HO20 308HILUHB020 OOpP2Y, KPUMUUHO HU3LK020 PIBHSL MIKHAPOOHUX pe3epsis, npusgena 0o
8K/IIOUeHHsL 8 MemopaHOymu npo eKoOHOMIUHY ma piHaHcosy noaimuky 30608's3aHb HBY
npoooexxyeamu 00mMpUMY8AMUCs NOUMUKU 2HYUK020 0OMIHH020 KYpPCY.

YeedenHsi ma 00OMPUMAHHSL pesKUMY BLIbHO20 KYPCOYMEBOPEHHS 3 0OHOUACHUM ULUPOKO-
MmacuumadbHum ma 6e3KoOHMPOSbHUM PedIHAHCYBAHHAM OBAHKI8 Cmanio eeHepamopom no-
danbuiozo b6e3nepepsHoz0 3HEUIHEeHHS. KYPCY HAUIOHANLHOL 8antomu ma HeegpexmugHoz20
BUKOPUCMAHHS MDKHAPOOHUX pe3epsis.

Ynpoodosxk 2014 porxy ma ciuHsi-bepesHs 2015 p. HaubaHkK, 3amicmsb moeo, w06 30ilicHumu
KOMNJIEKCHY OUIHKY cumyauyii Ha PpiHaHCO80MY PUHKY MA 8USHAUUMU NOJUMUKY | Mexa-
HI3MU w000 i cmabinizayil, XaomuuHo 30iliCHI08A8 NOUYK PUHKOBUX | AOMIHICMPAMUBHUX
Memooie 8nlU8Y HA 8ANIOMHUL PUHOK, NPO U0 ceiduums bescucmemHe ma HenocaioogHe,
a 8 oKpemux 8unadKax — HeeUBA KeHe 3anpo8aodrieHHs HUM 3ax00igl0.

HeposyminHs 6isHecom!! ma HaceneHHsam noaimuku HBY ma empama dosgipu 0o tiozo 0iii,
docums cynepeunusi hybniuri KomeHmapi nocadosux oci6 Haubanky we 6inbuie posxumy-
8aIU CUMYAUil0 Mma eenu 00 3MeHUWEeHHs. 00cseie mopeiei (HO3eMHO 8aI0MON!2 aK HA
MDKOAHKIBCOKOMY, MAK | HO 20MIBKOBOMY PUHKY, UL0 Npu3geso 00 nodanbulol 0esanbeayil
HAYIOHATLHOT 8atomu, MIHI3AUil AIFOMHUX Onepayiii ma MHOXKUHHOCMI OOMIHHUX KYPCI8.
Marouu HeobXiOHI iHcmpymeHmu Ot HeOONYUWLEeHHSL CNeKYJASIMUBHUX onepauiii Ha MDK-
6aHKIBCbKOMY BAIOMHOMY PUHKY mMma, 8i0Nn08i0HO, HeadeKeamHozo 3HEeUIHEeHHsT Hayio-
HabHOT saniomu 3a paxyHoK uvozo ¢gaxmopa, HBY euseuscsi HeCnpoMoIKHUM 3abesne-
uumu echexmueHull i 0iegull KOHMPOIb 3 BATIHOMHUMU ONEPAIIMU OAHKIS.

Macwmabni obcsieu pegpinaHcysaHHs 6AHKI8, Henpo3opi npoyedypu HA0aHHs Kpeoumie
pediHaHCy8aHHS Ma NPAKMUUHO 8I0CYMHICMb KOHMPOIO 3a IX Yib08UM UKOPUCMAH-
HsM ceiduamb npo 8I0CYMHICMb CUCMEMHOL, 8UBAXKEHOI ma 3PO3YMINOi NOAIMUKU pe2y-
asmopa.

Knwouoei canoea: Oesanveauis, pepiHaHCYBAHHS, eHYUKUL eantomHuil Kypc,
8AIOMHI IHMepeeHUL.

® [nteppenuii HBY Ha mpofa BamoTH cTaHOBHIH: rpyaens 2013p. — 942 mun non. CIIA B exs., ciuens 2014 p. —
1742 v pon. CIIA B exs.

® Hocranosa Ilpaeminus HBY Bix 31.03.2014 Nel80 "IIpo BHecenHs 3min 10 ITOTOXKEHHS NMPO BCTAHOBICHHS
o(iiifHOro Kypcy rpHBHI 0 IHO3EMHHUX BAJIIOT Ta Kypcy OaHKIBCBKHX METaliB".

0 Mpuxramu: 1) 3anposamkenns 3 2 Bepechs 2014 p. BUMOrH mo10 060B'I3K0BOT KOHBEPTALlil FPOIIOBHX TepeKa-
3iB B 1HO3EMHIil BaJIOTI 3-32 KOPJOHY Ha KOPUCTh (Bi3UYHHUX OCI0 — PE3UACHTIB i HEPE3UACHTIB, 0€3 BIAKPHUTTS
paxyHKY, B TPHBHY, IIPH3BEJIO [0 MAHIYHUX HACTPOIB Ta MiJABHIIMIO HOMUT HA iIHO3EMHY BAIIOTY Ha FOTIBKOBOMY
PHMHKY, 1 X0ua 111 BUMora Oya CriodaTKy BCTAaHOBJIEHA Ha TepMiH 1o 2 rpynus 2014 p., 1 Bxe 3 23 Bepechs 2014 p.
OyJio ckacoBaHO; 2) X04 1 3aIi3HIIMM, MPOTE JOTIYHMM, MOXHa Oyiio O BBa)KaTH PIIlICHHS LIOJIO HAJaHHS MpaBa
0aHKaM BHIABaTH KPEOUTH B iHO3EMHIH BaJIOTI BUKJIIOYHO Ui OIUIATH 30BHIIIHBOCKOHOMIYHMX 3000B's3aHb
KJI€HTIB, 110 Oyno BBeaeHO 3 29 cepnus 2014 p., six6u Bxke 9 BepecHs 2014 p. HBY 110 BUMory He BiIMiHUB; 1ie
JK CTOCYEThCS 1 BcTaHOBNEHHS 13 23 BepecHs 2014 p. 3a00pOHU Ha NMPOBEJCHHS PO3PAXYHKIB Y 1HO3EMHIil BatOTi
10 IMITOPTHHX OMepallisix Oe3 yBe3eHHs TOBapy Ha TEPUTOPir0 YKpaiHu, mo OyJo ckacoBaHo 3 3 muicronazna 2014 p.;
3) LiNKOM JOLIBHUM, B YMOBax KatacTpogiuHoro nedinury iHo3eMHOI BaIOTH B YKpaiHi, Oyino pimenus HBY
Bizx 6 mrororo 2014 p. mpo 3a00poHy KymMiBIi iHO3EMHOI BAIIOTH Ha MiXKOAHKIBCbKOMY BaJFOTHOMY PHHKY YKpaiHH
JUIs 3]IHCHEHHS Pe3NJICHTaMH iHBECTHIIi 3a KOPIOH, NMPOTe I HOpMa BTpaTHia YHHHICTh 28 Oepesns 2014 p.;
4) 3anpoBakenns HarioHanbHUM GaHKOM YKpaiHH MPaKTHKMA HiZepIaHACHKHX BAMIOTHHX AayKI[iOHIB OyI0
HeaJleKBaTHUM €KOHOMIUHIH cuTyamii y kpaiHi 3aragoM Ta Ha (iHaHCOBOMY PHHKY 30KpeMa.

! Cnpo6a (axrrunoi 3a60poHY HA NEKiNbKa THIB HA KyIIBIIO HA MiXKGAHKIBCHKOMY PHHKY iHO3eMHOT BAIIOTH U1
KJII€HTIB B3araji BUKJIMKala TIOBHE Hepo3yMiHHs Aiii HBY, y 3B's13Ky 3 uuM 1ie pitieHHs 0yJio cKacoBaHEe HACTYI-
HOTO X JHs — noctanoBu [Ipasninasg HBY Bix 24.02.2015 Ne130 Ta Bix 25.02.2015 Nel31.

12 Tax, sxiio y 2013 p. obcsizu mopeieni 6anomoio na MiscGanKiecbKoMy pUKy y CepeHbOMY 3a MiCAIlb CTAHOBHITH
50 mupa. mon. CILA, To y 6epesni 2014 p. — ksitai 2015 p. — 15,2 mapa. gon. CLUIA, to6To 3Menmmmucs y 3,3 pasa.
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THE REFINANCING OF THE CENTRAL BANK
AS ONE OF THE PRESSURES ON THE EXCHANGE RATE:
THE EXPERIENCE OF UKRAINE

The National Bank of Ukraine possessed all necessary tools to prevent speculative opera-
tions on the interbank currency market and, accordingly, inadequate depreciation of the
national currency due to this factor in 2014. But the NBU appeared to be unable to ensure
effective and efficient control over foreign exchange transactions of commercial banks. We
have to state the absence of a systematic, balanced and understandable policy of the reg-
ulator during the period of destabilization which was further aggravated by the massive
volumes of refinancing loans to commercial banks, non-transparent procedures for grant-
ing refinancing loans and almost absolute lack of control over their intended use.

Key words: depreciation, refinancing, flexible exchange rate, FX intervention.

JEL: ES8, F31

At the beginning of the political crisis in Ukraine in late 2013, and in the context of
withdrawals from banks in February 2014, a contradictory transition to the mechanism
of free exchange rate was carried out, which was a rather disputable action not only by
essence, but also in terms of to the legal procedures: National Bank of Ukraine changed
the rate on 6 February 2014, without amending "Regulation on setting the official ex-
change rate of hryvnia against foreign currencies and the exchange rate of banking
metals" and without any official decision at all™>.

This action is widely considered as the initial factor that destabilized the currency
market, and led to the devaluation of the national currency: during February 2014, the
USD/UAH exchange rate depreciated from 7.993 to 9.9863, id est by about 25% [2].

Conditions for the destabilization of the currency market and significant devalua-
tion of the national currency were triggered by a number of the NBU decisions:

1) removal of restrictions for banks on the volume of refinancing from central bank.
Earlier restrictions were set on the volume of the extending refinancing loans by National
Bank that had previously been set at the rate of 50% on the amount of regulatory capital of
the bank, which applies for a loan to the NBU, and on the number of possible banks appli-
cations for overnight loans (secured by state bonds of Ukraine or deposit certificates of the
National Bank of Ukraine) and on overnight unsecured loans that were previously set re-
spectively in an amount of not more than two and one times per week™* [3-6].

2) implementation of targeted interventions by the National Bank in the first
quarter of 2014 (including at a reduced rate). The problem is that the NBU resolution
provides the ability to implement "targeted"” interventions "in case of urgent needs of
national importance”, whose contents and determination are not stipulated *° [7].

¥ The Decree was adopted only 31.03.2014 [1].

4 Decree of the NBU Board dated 04.12.2013 No. 491, dated 06.12.2013 No. 502, dated 27.01.2014 No. 33 dated
21.02.2014 No. 86.

!5 paragraph 2 of the NBU resolution dated 24.12.2013 No0.536 (extract submitted by letter dated 24.12.2013
No. 19-102/29596).
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3) increased volumes of refinance loans provided by the NBU to commercial
banks in December 2013-January 2014. In December 2013, the total volume of banks
refinancing operations amounted to UAH 27.6 bn or 39% of total volume in the whole
of 2013, and in January 2014 to UAH 8.5 bn, while the average monthly volume in

January — November 2013 amounted to about UAH 4 bn.

Average weighted rate, UAH/USD
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Chart 1. Average weighted rate, USD/UAH
Source: National Bank of Ukraine.
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Chart 2. Refinancing loans, UAH min
Source: National Bank of Ukraine.

A significant part of the funds received by banks in the form of refinancing, was di-
rected to the currency market, which is indicated by the uncharacteristic interbank sales
of foreign currency on the foreign exchange market at the end of 2013 and in January-
early February 2014: USD 39.1 bn in December 2013; and USD 45.1 bn in January
2014, including almost USD 20 bn in the last week of January 2014 alone, which is
practically equal to the volume of international reserves at the beginning of 2014. As
a result, at the end of January, a record amount for the whole period of functioning of

46




ExoHomika e ymoeax cyuacHux mpaHcgopmauiu @

the interbank foreign exchange was observed: USD 4 bn on January 27"; and USD
5 bn on January 28™-*.

Significant and unusual for the interbank foreign exchange market sales of foreign cur-
rency at the end of 2013 and in January-early February 2014 can be explained only by the
banks' speculative activities and capital outflow, as they weren't related to any actual im-
ports. According to "Naftogaz", in early March, the company made a payment to "Gaz-
prom" for the natural gas imported in January 2014 2014, and on May 30, 2014 - for the
natural gas imported in February-March 2014, (USD 786,3mIn). Debts for the gas received
in November and December 2013, which had to be repaid by a loan of USD 3 bn (first
tranche) received in December 2013 by Ukraine from Russia, were only partially repaid in
November 2014. Thus, "Naftogaz" (the largest importer in the country) neither in Decem-
ber 2013 nor in January—February 2014 bought any hard currency for such payments.

As a result, sufficient resources from refinancing in the national currency from one
side and the practice of selling foreign currency at a reduced rate (via the mechanism of
targeted interventions, which took place in the beginning of 2014) from another, creat-
ed a fertile ground for currency speculation.

Despite that, the NBU not only failed to take any decisions on the strengthening of
control over banks' foreign exchange transactions, but also actively intervened to sell
the currency: the NBU interventions on currency sales reached USD0.942 bn in De-
cember 2013 and the equivalent of USD1.742 bn in January 2014.

Thus, at the beginning of political crisis, the regulator created conditions, on
FX market, for getting huge speculative profits and for capital outflow.

We leave out of the focus of this article the assessment of the necessity to switch to
flexible exchange rate regime in conditions of crisis, the recession and political insta-
bility, with the balance of payments having a chronic current account deficit, large ex-
ternal debt, and critically low level of international reserves. But ultimately the NBU's
obligation to follow the policy of flexible exchange rate was included into the Memo-
randa on economic and financial policies with IMF. The more important are NBU's
actions in conditions of floating rate regime.
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Chart 3. Refinancing loans (lhs) and exchange rate (rhs) dynamics

Source: National Bank of Ukraine.

16 For comparison, an average daily trade volumes in January-November 2013 were not above USD 1.2 bn, in
December 2013 — almost USD 2 bn, and in January 2014 — USD 2.3 bn.
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Chart 4. FX daily trade volumes (lhs) and exchange rate (rhs) dynamics
Source: National Bank of Ukraine.

Introduction and application of a free exchange rate with a simultaneous wide-
spread and uncontrolled NBU's refinancing became a generator of the subsequent

continuous depreciation of the national currency and the inefficient use of inter-
national reserves.
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Chart 5.FX reserves, refinancing (Ihs) and exchange rate (rhs) dynamics
Source: National Bank of Ukraine.

Table 1
FX reserves and refinancing dynamics
Refinancing, bn UAH Refinancing, bn USD Reserves, bn USD
2013 23,8 2,9 -4,1
2014 149,3 11,5 -12,9
2015 89,3 4,6 5,8

Source: National Bank of Ukraine.
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We do not state that the phenomenon of refinancing directly influences the rate, but
insist that it can be a source for speculative funding going to the currency market and
attacking the national currency rate, as happened in Ukraine in 2014"".

The NBU wasn't ready to the challenges of flexible rate regime in stressful condi-
tions either institutionally or empirically, which was confirmed by erratically applied
market and administrative methods of influence on the currency market. Most of them
are unsystematic and inconsistent:

1) introduction of the requirement for mandatory conversion of FX remittances
from abroad to UAH on the accounts of individuals - residents and non-residents since
2 September 2014 led to panic and increased demand for foreign currency on the cash
market. Although this requirement was initially established for a period until 2 Decem-
ber 2014, it was annulled from September 23, 2014;

2) cancellation of belated but logical decisions on trade flow payments:

- the decision on granting the right to banks to provide loans in foreign cur-
rency only for the payment of foreign liabilities, which was introduced in Au-
gust 29, 2014, was cancelled on the 9th of September 2014;

- installing the ban on payments in foreign currency under import transac-
tions without importation of goods into the territory of Ukraine on 23 September
2014 which was cancelled in November 3, 2014;

- decision of 6 February 2014 on the prohibition on purchase of foreign
currency on the interbank currency market of Ukraine for the resident investing
abroad, repealed on March 28, 2014.

3) introduction of the practice of Dutch currency auctions was inadequate both in
conditions of economic situation in the country in general and in the financial market
in particular.

NBU's policy met with a strong unacceptance on the part of public and business,
especially after an attempt to ban purchases on the interbank foreign currency market
for a few days, and caused a complete misunderstanding of the NBU actions, and NBU
had to repeal this norm the next day™® [9]. The loss of confidence in the NBU policy
and controversial public comments of officials from the National Bank undermined the
situation and only aggravated the panics on the market. It led to a decrease in the vol-
umes of foreign currency trade on the interbank and cash market, which contributed to
a further devaluation of the national currency, further shadowing of the exchange oper-
ations and multiplicity of exchange rates'®.

7 Although there are calculations [8] stating there is no correlation between refinancing of NBU and UAH ex-
change rate, we believe the regression analysis applied there is not objective as deals with daily data, although
each of 4 substantial rate hikes happened during few days only, thus being ignored by the model.

'8 The Resolutions of the NBU Board dated 24.02.2015 No.130 and 25.02.2015 No. 131.

% In 2013 the monthly average volume of currency training on the interbank market was USD 50 bn, in March
2014 — April 2015 it was around USD 15.2 bn, thus decreased in 3.3 times.
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