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THE RELATIONSHIP BETWEEN THE GROWTH OF THE ECONOMIC

FIELD AND THE DEVELOPMENT OF STOCK MARKETS

In connection with the impending financial crisis, studying the potential of the

financial sector for economic activity remains an urgent task to explain the rate of
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economic growth and its distribution in society. In addition, the growing power of
financial markets around the world has reinforced the general belief that “finance” is
integral to economic growth.

The stock market, which is an important pillar of the country's economy, plays
an important role in the development of industry and trade, which ultimately has a
great impact on the country's economy. This is why industry groups, government
advisers, and even the country's central bank are constantly monitoring the stock
market. New stock markets provide investors with fast and accurate information
about firms and companies, thus increasing their risk-adjusted investors. Thus,
evidence of this relationship can be found, inter alia, in the works of many scientists
such as Beck, King, Levin, Rajan, Zervos and Zingales [1; 2; 3].

In addition, stock exchanges, through accounting and liquidity, help companies
quickly acquire the desired capital and therefore stimulate capital allocation,
investment and growth [4; 5; 6].

In this regard, modern financial scientists have found that the development of
the stock market has a positive effect on economic growth in countries with upper
middle-income countries. Their findings were compiled by Bahadur and Neupane,
and they concluded that stock market volatility would help predict future economic
growth [7; 8].

As you know, an efficient stock market means attracting free money for
investment purposes and distributing capital flows to a more promising sector of the
economy. In addition, stock price indices are indicators of economic conditions as
they reflect the actual financial condition of the company and, most importantly, the
expectations of investors regarding these conditions. The market is a protective tool
that positively affects the transparency of a company and the quality of corporate
governance, as well as provides the risk of companies’ dependence on volatile assets
and volatile assets associated with their business activities. However, promising
questions remain about the optimal size of the market capitalization level, the bubble

of stock market speculation and volatility.
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The stock market usually falls when the economy is expected to decline. The
recession will be bad news for shareholders because it has low earnings, low
dividends and even the prospect of company bankruptcy. In addition, investors can
buy bonds under uncertain circumstances for greater security and confidence, and
avoid stocks because of the high risk [9].

In general, developed stock exchanges show that the banking system operates
in a country that is directly integrated into the global financial infrastructure or has a
specialized financial centre that provides two path allocations in local and foreign
currencies. The first option is typical for countries that issue reserve currencies (USA,
EU, UK, Switzerland, Japan). The second is for centres of dynamic development
(Singapore, China, Kazakhstan, South Korea, South Africa, etc.), which create their
own financial centre, separate from the general system and cross-border capital flows
in the regional sector [4].

There are several stock exchanges in Ukraine and stock indices are calculated.
The National Commission for Securities Trading is also active in our country.

Almost 97% of our exchange-traded stock market (which is more than 39% of
the entire stock market sector) is domestic bonds, less than 1% of stocks and
corporate bonds - 2.85%. The product was nearly 42%. In the market structure,
corporate bonds are an effective mechanism for attracting long-term resources of
alternative companies for bank loans [10; 11].

In the hryvnia electronic circulation system, it is very convenient to use the
ICO method (Initial coin offering) - "initial coin offering" or currency payment for
beginners. This is a kind of attraction for investment by issuing cryptocurrencies.
Technically, it looks like this: manufacturers who want to implement business
projects are releasing a new type of cryptocurrency, in which investors are investing.
The project creator will find funding for the implementation of a business idea at the
expense of funds collected for digital products. Future cryptocurrencies will be open,
and their value will depend on the success of a particular project. The ICO system
can effectively collect not only initial payments, but also small and medium-sized

businesses (projects with sales of one million hryvnia or more). Measures to hedge
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the risk of inflation can be bonds of a land bank, which can secure pledged land
assets [10]. Of course, no one knows the extent and duration of the current recession.
Taking into account the impact of lower levels of profitability and cash flows, the
decline in the present value of the stock market will reach less than 10%.
Summarizing the above, the stock market reflects the economic state of the
economy. As the economy grows, production increases and most firms have to make
higher profits. Due to the higher yield, the company's shares are more attractive
because they can generate higher dividends for shareholders. A longer period of
economic growth benefits stocks. Conversely, if the stock market is anticipating a

recession, then stock prices usually fall in anticipation of lower returns.
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