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DEVELOPMENT AND ORGANIZATION OF DERIVATIVES
FUNCTIONING IN THE FINANCIAL MARKET OF UKRAINE

The appropriateness of using derivative financial instruments in Ukraine is due
to two important factors: firstly, they are profitable investment instruments, and
secondly, they allow market participants to choose the degree of protection against
financial risks they need.

Examining the current state of the domestic financial market, experts note that
one of the reasons for the underdeveloped circulation of derivative securities in
Ukraine is the lack of a full-fledged law and the uncertainty and inconsistency of

current legislation governing the circulation of derivatives [1].
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Public-law regulation of relations on the functioning of derivative securities in
Ukraine in general is at the stage of formation and development. It should be noted
that in Ukraine, documents related to the issue and circulation of derivatives contain
significant errors and do not comply with generally accepted norms of international
practice governing relations in the derivatives market.

These uncertainties cause difficulties in the use of derivatives directly for their
intended purpose. Moreover, it has a critical impact on integration into the world
economic process, and also has a negative impact on attracting foreign capital to the
domestic financial market.

As a result, we can say that the growth of the stock market and the economy as
a whole will contribute to the development and efficient functioning of the
derivatives market. Correct public-law regulation of relations regarding derivative
securities will have a positive effect on the creation of more financial services for
market participants, as well as formulate additional requirements for the issuance and
circulation of derivatives. The government of our country must create such a legal
framework for the regulation of relations on derivatives, which will fully comply with
the norms of generally accepted international practice, which will significantly
increase the transparency and attractiveness of the national economy.

The Ukrainian derivatives market does not currently show a positive global
trend, but on the contrary has a declining trend. Thus, at the end of 2019, according to
the NSSMC report, no issues of option certificates were registered, in 2018, 1 issue of
option certificates was registered for the total amount of UAH 55.5 million, which is
UAH 23 million more than in 2017 and UAH 143 million less than in 2016 [2].

It should be noted that today the derivatives market is a fairly young segment
of the financial market of Ukraine, which causes negative fluctuations. Undoubtedly
a positive moment in the organization and formation of the Ukrainian derivatives
market was, within the framework of the memorandum with the International
Monetary Fund on the current Stand by program, the signing by the President of
Ukraine in August 2020 of the Law of Ukraine "On Capital Markets and Organized

Commodity Markets" derivative contracts" [3]. We consider this legislative
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innovation an urgent solution to the problem of regulating the Ukrainian derivatives
market, as the basic Law forms a clear and systematic legislative field for regulating
derivatives transactions, which in combination with our strategies inherent in the
world market will allow full functioning and further development of capital markets.
in Ukraine.

Thus, in order to solve the main problems faced by the derivatives market in
Ukraine in recent years, it is necessary to solve a number of problems [4]:

- improvement of the domestic regulatory framework governing the
functioning of the derivatives market;

- introduction of new derivative instruments and technologies to minimize total
losses from risky activities in derivatives;

- modernization of the depository system of Ukraine and creation of an
effective clearing and settlement system under derivative contracts;

- increasing the requirements for specialists in this sector, professional stock
market participants and the quality of their services;

- improvement of the taxation system for transactions with derivative
securities;

- increasing the level of capitalization and liquidity of the organized derivatives
market of Ukraine.

Thus, there are still many problems in the Ukrainian derivatives market that
need to be addressed immediately in order to meet international requirements.
According to the results of the study, the rise in the development of derivatives is still
observed, which is why the main task is to accelerate it and increase the business
activity of citizens, as one of the most effective means of solving this problem.

Therefore, Ukraine needs to take a number of measures that will help create
favorable conditions for the functioning of the domestic derivatives market. The
implementation of these measures in practice will not only contribute to the
development of the domestic derivatives market, but will also have a decisive impact

on the financial and real sectors of the economy.
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Despite the unsatisfactory forecasts of some stock market experts on the
development of the domestic derivatives market, it can be stated that a fairly wide use
of derivatives in Ukraine will be possible in the medium term. After all, their
development is a consequence of increasing the liquidity and efficiency of the
financial market, increasing the likely investment strategies in the market, as well as

reducing the cost of financial transactions.
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