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STOCK MARKET OF UKRAINE: PROBLEMS AND PROSPECTS FOR
FUTURE DEVELOPMENT

As everyone is aware, nowadays countries with strong economics are
developing exchange markets, because it is one of the most popular tools to stock
investments. Why do we need stock markets? If you have a company, that is actively
developing, eventually you will face the question — where to find money for future
development of the company. There can be several options. For example, the owner
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can take a bank loan or invest in company own resources. However, bank loans
(especially in Ukraine) are provided at high interest rates and for a relatively short
period of time. That is why, many companies around the world use the stock market
to raise capital.

The main function of stock market is to regulate the flow of securities by using
the purchase, sale and estimation of the fair market value of assets — shares of
companies. In other words, a company can sell its shares and bonds to investors, who
are interested in investing money. Stock exchanges are often called the securities
market. There are two types of stock exchanges: primary market (when the company
sells shares that are previously in the flow) and secondary market ( the shares of a
certain company are in circulation, they can be bought and resold).

Under the favorable conditions, the value of securities can increase
significantly. For example, Facebook Inc, that trades their shares on Nasdaq stock
market, in 2012 the price of shares was about 27 USD, while now (in November
2020) the price is 265 USD, so it has increased by 10 times. It demonstrates the
investment opportunities that developed stock market can provide both for business
owners and investors.

Stock exchanges are not something new, they have been operating for several
centuries. For instance, the first of them was opened in 1611 in Amsterdam, and its
modern form of stock market was started from 1792 in New York. Currently, there
are about 10 major stock exchanges around the world, which are located in New York
(USA), London (UK), Hong Kong and Shanghai (China), Amsterdam (Netherlands),
Frankfurt (Germany).

Nowadays, The Ukrainian stock market is going through a rough patch, but it
wasn’t all the time like that. It worked actively before the financial crisis during
2006-2008, at that time a lot of foreign investors saw the potential success of
Ukrainian companies and invested hundreds of millions of dollars.

However, after 2010 trading volumes came to zero, the profits of foreign
investors were decreased because of devaluation, investors were afraid of a low

culture of corporate governance and problematic judicial system.
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The value of Ukrainian companies would start to rise as it happened in Poland
and Romania by resent times. For example, Romania began to develop its stock
market, attracting about 100 billion of dollars in foreign investment to the economy
and accumulating about 20 billion of dollars in pension and investment funds.

Successful Ukrainian companies sell their shares on foreign stock exchanges.
For example, securities of Ferrexpo and MHP are traded on the London Stock
Exchange, known for its high demand for corporate culture. Agricultural and food
companies - Kernel, Astarta, Ovostar are traded on the Warsaw Stock Exchange.
There were also smaller Ukrainian companies engaged in coal mining, battery
recycling and river transport services. In previous years, the Frankfurt Stock
Exchange was also of interest, but now it is less popular among Ukrainian companies.

There are some reasons why the stock market of Ukraine is not so developed.
Firstly, the creation of the stock market in Ukraine took place in the absence of a
clear and logical regulatory framework, as well as the certain elements of the market
don’t meet the requirements of international standards. Secondly, the legal
framework and mechanisms for listing securities are still not clearly defined, there is
no appropriate infrastructure, the market is not transparent and illiquid enough.
Thirdly, The Ukrainian stock market is directly dependent on the world, it means that
if there are favorable political and economic news, the values of Ukrainian stock
Increases.

To sum up, in order to improve the situation on the stock market, it is
necessary for the government of Ukraine and State Property Fund to follow some
specific actions. To begin with, a developed stock market infrastructure must
function, a wide range of tools and effective mechanisms for interaction between
market participants must be proposed. Moreover, the development of the stock
market of Ukraine should be closely linked with the development of other segments
of the financial market, such as banking, insurance, pension sector. Finally, the
development of the financial sector should be accelerated in connection with the
consolidation of regulation, infrastructure and the recently adopted by the Verkhovna

Rada new law on capital markets, which synchronizes many principles of work with
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European practices. The government's ambitious plans for privatization and the
continuation of judicial reform should promote the emergence of new instruments
and investors. In the end, we should understand there is no successful economy in the

world without a developed stock market, so we need to develop ours.
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