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INTEREST RATE AND ECONOMIC GROWTH IN UKRAINE 

 

Vita Hordiienko,  

Associate Professor, Sumy State University, Ukraine 
Tetiana Semenenko,  

Associate Professor, Sumy State University, Ukraine 
Violeta Tretynyk,  

Associate Professor, Igor Sikorsky Kyiv Polytechnic Institute, Ukraine 

 

 
The COVID-19 pandemic has a significant impact on the current state of 

the world and Ukrainian economics. Different countries are developing their own 

programs to combat the economic crisis (1, p106-107; 2, p.84-100). Most countries 

resort to such programs using monetary policy instruments. At the same time, more 

central banks have a policy of changing the discount rate to a level that should help 

support the economics. In some cases, only the mechanism of a negative discount 

rate is used [3, p. 15; 4, p. 51-78]. 

It is difficult to overestimate the importance of the correct organization of 

the financial system, because the principle of organization of cash flows and credit, 

in particular, has a significant impact on the stability, productivity and fairness of the 

economics. 

 
Figure 1 - Comparative values of rates on 10-year bonds of different 

countries, as of 01.07.20  (data source: www.economist.com). 

  

http://www.economist.com/
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Analyzing monetary policy, we can state that after the global financial 

crisis, the central banks of most countries aggressively reduced nominal interest 

rates, in many cases to zero or almost zero (Fig. 1). 

In recent years, more and more central banks have resorted to low interest 

rates [5, p. 72-79; 6, p. 5-12; 7, p.69-78; 8, p. 22-30]. Some of them, such as the 

European Central Bank and the central banks of Denmark, Switzerland, Sweden and 

Japan, began experimenting with negative interest rates, essentially forcing banks to 

pay for the storage of their excess funds in the central bank. The purpose of such 

scenarios is to encourage banks to lend such funds to help overcome the weakness 

of economic growth after the global financial crisis. 

However, everything is not so simple. Negative interest rates pose a threat 

to the financial market. Interest is the cost of a loan or the value of money. This is 

the amount that the borrower agrees to pay for the right to use the lender's money, 

taking into account the associated risks. The concepts of economic theory that 

underlie the formation of interest rates differ in basic postulates. Some point to the 

interaction between the supply of savings and the demand for investment, others - to 

the interaction of money supply and demand for them. But there is no concept of the 

possibility of a negative interest rate. 

In this aspect, regarding the situation in Ukraine and the actions of the 

National Bank of Ukraine, under the new government, its nationalization did not 

take place; oligarchic structures still have a significant influence on the actions of 

the NBU. Currently in Ukraine there is an increase in lending to wholesale and retail 

trade. High interest rates do not contribute to the development of production (Fig. 

2). 

 
Figure 2 - Distribution of loans of Ukrainian banks as of 01.07.20 (own 

calculations, data source: https://bank.gov.ua). 

 

Table 1 - Dependence of GDP dynamics (GDPR) on the dynamics of the 
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discount rate (obl_stavka) in Ukraine (correlation on time series 1991-2019, own 

calculations obtained in the SPSS package, data source: https://bank.gov.ua). 

Correlations 

 obl_stavka GDPR 

 

obl_stavka 

Pearson  

Correlation 

1 -.688** 

Sig. (2-tailed) 
 

 

.000 

N 28  

28 

 

GDPR 

Pearson 

Correlation 

-.688** 1 

Sig. (2-tailed) .000  

N 28 28 

 

According to the results of the study presented in Table 1, today we have a 

negative impact of the dynamics of the discount rate on the dynamics of GDP in 

Ukraine. This indicates that monetary policy in Ukraine remains erroneous. 

As a result of the analysis, the authors offer the following recommendations 

for the government and the NBU: 

- ensuring the stabilization of the banking system of Ukraine, which will 

help resume production; 

- establishing the optimal level of the discount rate, which will help restore 

economic growth in Ukraine; 

- conducting a more independent monetary policy to prevent hyperinflation; 

- strengthening the regulation of banks in Ukraine, in particular, reviewing 

the importance of economic standards of regulation; 

- introduction of strict control over the circulation of funds between market 

participants in order to use funds for the needs of the economics and inventory of 

property rights of economic entities. 
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